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EXPANDING THE AUTHORITY OF THE COAST GUARD TO ESTAB- 
LISH, MAINTAIN, AND OPERATE AIDS TO NAVIGATION TO IN- 
CLUDE THE TRUST TERRITORY OF THE PACIFIC ISLANDS 


APRIL 27 (legislative day, Aprit 17), 1951.—Ordered to be printed 


Mr. Jounson of Colorado, from the Committee on Interstate and 
Foreign Commerce, submitted the following 


REPORT 
[To accompany 8. 1025] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (S. 1025) to expand the authority of the Coast 
Guard to establish, maintain, and operate aids to navigation to in- 
clude the Trust Territory of the Pacific Islands, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 

At present, the Coast Guard is authorized (1) to establish and 
operate aids to maritime navigation wherever required to serve the 
needs of the Armed Forces or the commerce of the United States, 
(2) to establish and operate aids to air navigation required to serve 
the needs of the Armed Forces of the United States only within the 
United States, its Territories and possessions. It is proposed to 
amend the last sentence of section 81 of title 14, United States Code, 
by inserting after the word ‘possessions,’ the phrase “the Trust 
Territory of the Pacific Islands.” 

This is made necessary by an agreement approved by the President 
on September 23, 1949, under which the responsibility of the govern- 
ment of the Marianas, Caroline, and Marshall Islands will be trans- 
ferred from the Navy to the Department of the Interior on July 1, 
1951. 

This authorizing legislation is necessary to enable the Coast Guard 
to continue the operation of these aids after the transfer of the respon- 
sibility for the government of the trust territory to the Department 
of the Interior has been effected. 
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PROPONENTS OF THE BILL 


This bill has the endorsement of the Treasury and Iaterior Depart- 
menis, the Coast Guard, Budget Bureau, and the General Accounting 
Office. 

There is no objection to the passage of this bill. 


CHANGES IN EXISTING LAW 


Infcompliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (new matter is printed in italics, 
existing law in which no change is proposed is shown in roman): 


TirLe 14, Section 81 U. 8. Copr—Atps To NAVIGATION 


That in order to aid navigation and to prevent disasters, collisions, and wrecks 
of vessels and aircraft, the Coast Guard is authorized to establish, maintain, and 
operate— 

(a) aids to maritime navigation required to serve the needs of the armed 
forces or of the commerce of the United States; 

(b) aids to air navigation required to serve the needs of the armed forces 
of the United States as requested by the Secretary of the appropriate Depart- 
ment within the National Military Establishment; and 

(c) Loran stations (1) required to serve the needs of the armed forces of 
the United States; or (2) required to serve the needs of the maritime com- 
merce of the United States; or (3) required to serve the needs of the air 
commerce of the United States as determined by the Administrator of Civil 
Aeronautics. 

Sec. 2. The Coast Guard in establishing, maintaining, or operaiing any aids to 
air navigaiion herein provided shall solicit the cooperavion of the Administrator of 
Civil Aeronautics to the end that the personnel and facilities of the Civil Aero- 
nauiies Adminisiravion will be uvilized to the fullest possible advantage. Before 
locaiing and operating any such aid on military or naval bases or regions, the 
consent of the Secretary of the Army, the Secretary of the Navy, or the Secretary 
of the Air Force, as the case may be, shall first be obtained. No such aid shall be 
located within the terriiorial jurisdiction of any foreign country without the 
consent of the government thereof. Nothing in this Act shall be deemed io limit 
the authority granted by the provisions of seciion 77 of the Act of January 12, 
1895 (28 Stat. 621), or by seciion 5 (f) of the Air Commerce Act of 1926 (49 U.S. 
C. 175), or by title III of Civil Aeronautics Act of 1938, as amended (49 U.S. C. 
451 and the following). 

Src. 3. Such aids to navigation other than Loran stations shall be extablished 
and operaied only within the United States, its Terrivories and possessions, the 
Trust Territory of the Pacific Islands, and beyond the territorial jurisdiction of the 
United Siaies ai places where naval or military bases of the United Staies are or 
may be located, and ai other places where such aids ‘o navigation have been 
established on the date of the enactment of this Act. 


TREASURY DEPARTMENT, 
Washington, February 21, 1951. 
The PRESIDENT OF THE SENATE, 

Sir: There is enclosed herewith a draft of a proposed bill to expand the authority 
of the Coast Guard to establish, maintain, and operate aids to navigation to 
include the Trust Territory of the Pacific Islands. 

The purpose of this proposed amendatory legislation is to authorize the Coast 
Guard to establish, operate, and maintain aids to navigation in the Pacific Ocean 
areas of the Marianas, Caroline, and Marshall Islands, which now make up the 
area of the Trust Territory of the Pacific Islands. 

Since the termination of hostilities, aids to maritime navigation in this area 
have been maintained by the Coast Guard in order to serve the needs of the 
Armed Forces, as authorized by title 14, United States Code, section 81, inasmuch 
as the area has been governed by a naval civil government. Under an agreement 
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approved by the President on September 23, 1949, responsibility for the govern- 
ment of this trust territory will be transferred from the Navy to the Department 
of the Interior on July 1, 1951. The Secretary of the Interior has indicated that 
continued operation of these aids is essential and that he desires the Coast Guard 
to carry on the work. Authorizing legislation is believed to be necessary to 
enable the Coast Guard to continue the operation and maintenance of these aids 
after the transfer of the responsibility for the government of the trust territory 
to the Department of the Interior has been effected. 

The granting of this authority will entail the establishment of no new system 
of aids to navigation, but is intended to permit the continued operation of existing 
aids with the necessary establishment or disestablishment thereof as needed to 
meet the expanding or contracting needs of maritime commerce within the trust 
territory. 

It would be appreciated if you would lay the proposed bill before the Senate. 
A similar proposed bill has been transmitted to the Speaker of the House of 
Representatives. 

“he Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this proposed legislation to the Congress and 
that enactment of the measure would be in accord with the program of the 
President. 

Very truly yours, 
(Signed) E. H. Fo.ey, 
Acting Secretary of the Treasury. 
Enclosure. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, March 20, 1951. 
Hon. Epwin C. JoHNson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

My Dear Mr. CHAIRMAN: Reference is made to your letter dated March 6, 
1951, acknowledged by phone March 14, enclosing a copy of S. 1025, Eighty- 
second Congress, entitled ‘‘A bill to expand the authority of the Coast Guard to 
establish, maintain, and operate aids to navigation to include the Trust Territory 
of the Pacific Islands,’’ and requesting any comments I may care to offer con- 
cerning the proposed legislation. 

An identical bill, H. R. 3019, Eighty-second Congress, is now before the House 
of Representatives. 

This Office has no information as to the necessity for, or desirability of, the pro- 
posed legislation and, therefore, I have no recommendations to make with respect 
to its enactment. 

Sincerely yours, 
LInpsay C. WARREN, 
Comptroller General of the United States. 
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AMENDING ALASKAN AIRPORTS ACT 


APRIL 27 (legislative day, Aprit 17), 1951.—Ordered to be printed 


JoHNSON of Colorado, from the Committee on Interstate and 
Foreign Commerce, submitted the following 


REPORT 
[To accompany §. 1183] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 1183) to amend the act entitled ‘‘An act to au- 
thorize the construction, protection, operation, and maintenance of 
public airports in the Territory of Alaska,’ having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 


PURPOSE 


The purpose of this bill is to amend section 5 of the Alaskan Airports 
Act (Public Law 562, 62 Stat. 277) to extend from 10 to 20 years the 
period of time for which the Secretary of Commerce may lease real 
property within or upon certain Alaskan airports for aeronautical 
purposes. In addition, an appropriate modification of the original 
language of the section has been made to reflect the provisions of 
Reorganization Plan 5 of 1950, i. e., substituting “Secretary of Com- 
merce”’ for “Administrator of Civil Aeronautics.” 

Under the present language of section 5, the Secretary of Commerce 
is empowered to lease space or property on the airports at Anchorage 
and Fairbanks, Alaska, for a period not in excess of 10 years. This 
limitation has made it impossible for the Civil Aeronautics Administra- 
tion to interest private persons in providing adequate hangar facilities 
at the two airports. 

JUSTIFICATION 


The early satisfaction of hangar requirements of the two airports is 
urgent and must be accomplished within the next working season. 
Since the construction of hangar facilities would require funds in 
addition to the $17,000,000 already authorized for the airports, the 
Civil Aeronautics Administration is unable to provide such facilities, 
and since the cities of Anchorage and Fairbanks are not disposed to 
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sponsor suc ‘h projects, it is necessary that private persons be interested 
in constructing such facilities, 

The existing 10-year limitation on leases, however, has made it 
impossible for the Civil Aeronautics Administration to interest 
private persons in ue such facilities. The Civil <Aero- 
nautics Administration has been advised by several persons that while 
they were interested in constructing hangars for rental to users, they 
could not obtain the necessary financi ing for such projects because of 
the 10-year lease limitation in section 5 of the act. In addition, the Vv 
are reluctant to undertake the erection and operation of hangars 
because if they are to regain their original investment during the term 
of a 10-year lease, the rental price per square foot of hangar space 
would be so high that few users could afford to utilize such space. 
However, if the Department of Commerce were authorized to grant 
leases to such persons for a period of 20 years, as is here proposed, 
financing would become available and the longer period of assured 
operation would permit them to lease space to users at a reasonable 
rate. If the urgently needed hangar requirements are to be satisfied 
by private persons at an early date, the proposed amendment of 
section 5 must be enacted. 


CONCLUSION 


Your committee received a letter from the Secretary of Commerce, 
submitted without objection from the Bureau of the Budget, urging 
the prompt enactment of this legislation. Delegate Bartlett of 
Alaska, submitted a letter which is set forth below, recommending 
early enactment. 

House or REPRESENTATIVES, 


April 19, 1951. 
Hon. Epwin C. JoHNSON, 


Chairman, Interstate and Foreign Commerce Committee, 
United States Senate, Washington, D. C. 

DEAR CHAIRMAN JOHNSON: Reference is made to 8. 1183 introduced by you on 
March 21, 1951, to amend further the act of May 28, 1948, relating to public 
a. in Alaska. The proposed amendment would make it possible for the 

Administrator of the Civil Aeronautics Administration to lease real property on 
the airports for periods not exceeding 20 years. 

Please permit me to say that I consider this amendment highly desirable. In 
some cases it may be absolutely essential if private capital is to be persuaded to 
provide hangars. It is obvious that potential investors consider the present 
10-year leasing period as being altogether too short. 


I earnestly hope that S. 1183 may become law during this session of Congress. 
Sincerely yours, 


E. L. BarRtTLeTrT, 
Delegate from Alaska. 
Other letters were received from the Comptroller General, the 
Justice Department, the National Advisory Committee for Aero- 
nautics, and the Civil Aeronautics Board, indicating that they have 
no interest in, or objection to, the bill. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (new matter is printed in italics; 
existing law in which no change is proposed is shown in roman) ; 
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AN ACT To authorize the construction, protection, operation, and maintenance of publie airports in the 
Territory of Alaska, approved May 28, 1948 (P. L. 562, 62 Stat. 277) 
Sa 2 .*. *, 
* * * * * * * 
Sec. 5. The Secretary of Commerce is empowered to lease under such conditions 
as he may deem proper and for such periods as may be desirable (not to exceed 
ten years) space or property within or upon the airports for purposes essential or 
appropriate to the operation of the airports: Provided, That real property within 
or upon the airports may be leased for purposes of erecting structures necessary or 
incident to the operation of the airports for periods not exceeding twenty years. 
* * * * * * * 


O 
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THIRD SUPPLEMENTAL APPROPRIATION BILL, 1951 
Apri 30 (legislative day, Aprit 17), 1951.—Ordered to be printed 


Mr. Haypen, from the Committee on Appropriations, submitted the 
| 
following 


REPORT 


[To accompany H. R. 3587] 


The Committee on Appropriations, to whom was referred the bill 
(H. R. 3587) making supplemental appropriations for the fiscal year 
ending June 30, 1951, and for other purposes, report the same to the 
Senate with various amendments and present herewith information 
relative to the changes made. 


Amount of bill as passed House___-__- ib . $473, 165, 368 
Amount of decrease by Senate salad —43, 062, 891 


Amount of bill as reported to Senate__- 430, 102, 477 

Total estimates considered by the Senate (contained in 
H. Does. 47, 57, 67, 68, 69, 74, 75, 81, 82, 83, 84, 95, 
99, and 109, and 8S. Does. 17, 19, 22, 23, 24, and 2 


( 
5 


896, 116, 2 


S. Rept. 302, 82-1——1 




















THIRD SUPPLEMENTAL APPROPRIATION BILL, 1951 


| | | | 

168 ‘290 ‘Eh— 918 ‘E10 ‘99b— | LLb‘ZOT ‘OSb 89E “SOT “ELE | £6 ‘OTT 968 4 [810.1 | 
ore FOI‘I+ I--> a 0 ‘e | oso 66 5! “e ae . 0 “ ; ms | x c —* a. ec ait “""""""s7uSUIApN sr PUB SUIIRTO mx 
9€8 ‘HOT ‘I+ 188 “E0r '€ S40 1666 'T | 188 £01 Eeineedeas ee : aces eae saouasy asuajact | 1 
GOT ‘LbF ‘801— SOI ‘soo ‘zee— =|: S68 ‘TEE ‘TTT 000 ‘6L2 ‘612 | 000 “000 ‘ta ee or ese resresenpeavesaduesreaceohaet ena an 
oy.eet. 8. 0 T-..-.--| - a J eaten | Senteor | ee a , —_* : “s="=""""9"- SNOUT [AIO XI 
jainoewie pheaies on | aor , on 4 ‘ oc 4 ‘ J mr Ceeeiroces . Lae ee rs ~="""Sse0TJO Jue yjuadepu d 
ease “| 000 ‘STO “cz— 009 ‘229 ‘Lb 008 ‘229 ‘Lb | 008 ‘289 ‘ZL : pert ; ~"Sa0oyyo yuoy cee HA 
000 ‘SFT ‘+ | OST ‘9ZE"I—- | 000 “SFT “9 000 ‘000 '¢ | OST Tao 2 : ; sgmocg eampenaeees | 
000 ‘000 ‘0¢+ gee 000 ‘000 ‘es 000 ‘000 ‘¢ | 000 = a ‘ : -- stage oadedimameed | ns 
000 ‘00¢ “9+ | 000 ‘009 'T— | 000 ‘O8F °29T 000 ‘086 ‘09T | 000 080 | 7 . . en o> Spmmemee pan ‘eggnemtlics Walane aaa 1k 
000 ‘#Z+ 190 ‘998 ‘06— £ZE ‘E98 '€Z wee &% ¥8 x | : lo} canteet |G 
SLE ‘092 ‘T$+ | 009 ‘21+ | 828 ‘Eee ‘T | 009 “862, LE ‘1S * i ; i sate Re | 
ae | 000 ‘09$— OF eel 18 Or. 661 ‘18 | OL “6LI ‘IS BIQUIN[OD Jo WEIS | I 
Sat arene aan a ee nee Fe enmnireen eins ——— rp 

liq esnoy |sayeulyyse JoZpn gq | 

we oreee 44 ; 3 5 Anuasy Joydeyg 
ee ee ae, Pee ee eyeueg Aq II!q esnoy | 9IBII}}Se Jospng Aoue f 
—IIM pesed aod [Iq pepusuill00eYy | 

ejeueg (—) esveidep JO (+) osBeIDUT | | 








9790) Buimonof ay} ur 7719 ay} fo suajdnyo fig pajngijsip aap syUNOWD asay, "771g asno}y] 
ay) ur 168‘Z90'EYE fo asva.Iap D pup saypwmrysa ay) ut OT 8‘SIO'9gTg fo asva.ap D ‘*22y'ZOL‘OSTs fo qunown ay} ut suoyniidosddn SpUuamUOI—ad 
99j}tULuLoo aul "898'GOI'SLY$ fo suoynridoiddy papuamwmoras asnox] ay, ‘“S6e'9II'968$ 110) aayruwmos ay) fig pasapisu0d saypmysa jabpng 








THIRD SUPPLEMENTAL APPROPRIATION BILL, 1951 3 


CuHapteR XI 
FUNDS APPROPRIATED TO THE PRESIDENT 
EXPENSES OF DEFENSE PRODUCTION 


The committee recommends that funds by made available for fourth 
quarter requirements in the total amount of $38,424,000 for imple- 
mentation of the provisions of the Defense Production Act of 1950. 
This amount is $205,000 below the amount allowed by the House of 
$38,629,000; is $6,292,378 below the revised requirements submitted 
to the Senate, and is $12,576,000 below the budget estimate of 
$51,000,000. 

The committee also recommends that the words ‘by transfer or 
otherwise” be inserted in the provision authorizing appropriations 
for salaries and expenses of regular agencies to be available for the 
discharge of responsibilities relating to the national defense, and that 
the last proviso, limiting to $1,834,000 the amount of transfers to this 
appropriation, be de leted. The purpose of these changes in language 
is to provide the required flexibility for absorption of a larger portion 
of the funds needed from an adjustment of the regular programs of the 
agencies concerned. 

The funds to be made available are recommended to be derived as 
follows: 


From unobligated balances from third quarter $5, 795, 129 
From absorptions through adjustments of regular programs _ §, 296, 976 
From appropriation recommended - - - - ; . 27, 331, 895 

Total of funds available - - -_- a . 38, 424, 000 


The amount of the appropriation recommended of $27,331,895 is 
$5,697,105 below the appropriation allowed by the House of $33,- 
029,000. The $10,000,000 appropriated by H. J. Res. 238 (Public 
Law 22) would be a charge against the appropriation in a bill. 

A lump-sum amount is recommended by the committee to be 
made available, to be allocated substantially in accordance with the 
following tabulation. It will be noted that the amounts recom- 
mended by the Senate, with one exception, are stated as ceilings for 
the various activities, totaling $40,424,000, from which anticipated 
savings of $2,000,000 are deducted in order to provide a total amount 
available of $38,424,000. In the one exception, the committee was 
impressed with the need for keeping open the field offices of the De- 
partment of Commerce, so critically required by the National Pro- 
duction Authority, and recommends that the indicated ceiling of 
$2,400,000 be subject to a reduction of not more than 10 percent. 
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Funds appropriated to the President, expenses of defense production, fourth quarter, 


1951 











| Budget esti-| Amount | Revised ASantion 
Agency mate, fourth | allowed by [fourth quarter, “©! a oie 
| quarter | House requirements, ended by 
| } Senate 
(1) | (2) (3) (4) | (5) 
_ aaah Tey = _——~ a end Ee 
Defense Production Administration $950, 000 950, 000 | $950, 000 | $950, 000 
Department of Commerce (9, 870, 000) (7, 550,000)! (10, 828, 000) | (9, 120, 000) 
National Production Authority - 7, 124, 000 6, 500, 000 7, 639, 200 6, 500, 000 
Office of Field Service 2, 400, 000 | 1, 000, 000 | 2, 852, 100 1 2, 400, 000 
Office of the Secretary ___- Te 118, 000 | 0 126, 200 | 80, 000 
Office of International Trade. 80, 000 0 102, 400 50, 000 
Office of Transportation enemas ss 94, 000 50, 000 50, 000 | 50, 000 
Office of Technical Services- - - - _- hengtgsh } 18, 000 | 0 20, 000 20, 000 
Industry Evaluation Board. 36, 000 | 0 38, 100 | 20, 000 
Department of the Interior_.__.............-.--| (1, 800,000); (1, 200, 000) (1, 657, 999) (1, 300, 000) 
Office of the Secretary..................- 93, 860 | 20, 000 | 93, 000 | 50, 000 
Defense Solid Fuels Administration 212, 526 100, 000 | 183, 400 | 150, 000 
Defense Electric Power Administration. .__| 230, 220 100, 000 205, 250 200, 000 
Defense Minerals Administration . 530, 000 500, 000 500, 000 | 400, 000 
Petroleum Administration for Defense_. ___| 550, 000 | 450, 000 | 550, 000 | 450, 000 
Defense Fisheries Administration. -_..-....| 183, 394 | 30, 000 126, 349 50, 000 
Department of Agriculture (1, 485, 000) (500, 000) (1, 648, 430) (525, 000) 
Production and Marketing Administrz ation _| 1, 275, 000 500, 000 1, 468, 300 500, 000 
Forest Service 82, 500 | 0 82, 500 25, 000 
Office of Foreign Agriculturs 4] Relations... 40, 000 | 0 30, 000 | 0 
Bureau of Agricultural Economics 30, 000 0 30, 000 0 
Legal, informational, and other depart- | 
mental services hast a 57, 500 | 0 37, 630 0 
Defense Transport Administri ation. 550, 000 550, 000 550, 000 500, 000 
Economic Stabilization Agency (29, 000, 000)! (23, 029, 000)| (23, 029,000)! (23, 629, 000) 
Office of the Administrator 150, 000 150, 000 150, 000 150, 000 
Office of Price Stabilization 25, 650,000 | 20, 679, 000 20, 679,000 | 20, 679, 000 
Wage Stabilization Board 3, 200, 000 | 2, 200, 000 | 2, 200, 000 2, 200, 000 
Department of Labor (730, 000) (250, 000) (584, 949) (400, 000) 
Office of Defense Manpower 53, 000 50, 000 43, 000 53. 000 
Office of the Secretary 37, 000 0 37, 000 37, 000 
Bureau of Labor Standards 148, 000 0 46, 778 25, 000 
Bureau of Veterans’ Reemployment Rights 12, 000 0 9, 950 9, 000 
Bureau of Apprenticeship : 208, 000 200, 000 200, 813 174, 000 
Bureau of Employment Security 190, 000 | 0 190, 002 90, 000 
Bureau of Labor Statistics - - 82, 000 | 0 47, 406 12, 000 
Department of Justice 135, 000 0 50, 000 50, 000 
Federal Security Agency ; 1, 068, 000 0 670, 000 500, 000 
Housing and Home Finance Agency | 312, 000 0 148, 000 | 50, 000 
General Services Administration -_- | 5, 100, 000 | 4, 600, 000 4, 600, 000 4, 000, 000 
Total | 51, 000, 000 38, 629, 000 44, 716. 378 40, 424. 000 
Less anticipated savings | 2, 000, 000 
38, 424 000 
Deduct unobligated balance | 3, 766, 000 5, 795, 129 
| 34, 863, 000 | 871 
INE ANION i ree | 1, 834, 000 | 96, 976 
Amount of appropriation 33, 029, 000 , 895 


1 Subject to a reduction of not more than 10 percent. 





FEDERAL CIVIL DEFENSE ADMINISTRATION 


The budget estimates for the Federal Civil Defense Administration 


total $403,000,000. 
$186,750,000. 
this activity of $84,000,000. 


The House recommended an appropriation of 
The committee recommends a total appropriation for 


For the appropriation entitled, “Operations, Federal Civil Defense 
5128 ,000,000 


Administration,”’ the budget 


estimate is in the amount of $ 


and the House allowed an appropriation of $1,750,000. 
priation finances among other things the stockpiling of medical serv- 


This appro- 
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ices, organization equipment, etc. The committee recommends an 
appropriation of $74,000,000 for this particular item of appropriation. 
The table following furnishes the details of the amounts recommended 
by the committee: 


Operations, Federal Civil Defense Administration 


senate com- 
Program Estimate House action |mittee recom- 
mendation 


Fire-fighting services: Organizational equipment - $6, 840, 000 0 $5, 000, 000 
Warden service: Organizational equipment. - - - | 2, 773, 000 0 500, 000 
Engineering services: Stockpile 11, 330, 000 0 5, 000, 000 
Transportation services: Stockpile 1, 500, 000 0 500, 000 
Rescue service: Organizational equipment 500, 000 0 250, 000 
Warning and communications system: | 
Organizational equipment - : | 5, 521, 000 (‘) 3, 840, 000 
Operating costs - 237, 000 2 $110, 000 160, 000 
Reserve supply ope rations: Ope rating costs -_--. 2, 058, 000 0 250, 000 
Medical services: 
Organizational equipment ; . 3 13, 850, 000 0 10, 000, 000 
Stockpile : : s ; 61, 761, 000 0 40, 000, 000 
Operating cost _- ae ‘ 27, 000 0 
Welfare service, stockpile - ‘ i 15, 426, 000 0 7, 000, 000 
Training and education: Operating costs 787, 000 3 890, 000 500, 000 
Research and development: Operating costs 3, 875, 000 1s 
Executive direction: Operating costs -- -- ; 1, 515, 000 750, 000 1, 000, 000 
Total. .... 7 wil : 128, 000, 000 1, 750, 000 74, 000, 000 
' House allowed $5,000,000 in the appropriation ‘Federal contributions”’ for this purpose. 
2 Equipment only. 
> An increase of $103,090; language in House Report indicates intent to give this to Public Affairs for 


education of ‘‘man on the street.’’ 


For the appropriation entitled, ‘“Federal Contributions,”’ the budget 
estimate is in the amount of $250,000,000 and the budget estimate 
contemplated the use of these funds for protective facilities. The 
House recommended an appropriation of $80,000,000 consisting of 
$75,000,000 for protective facilities and $5,000,000 for communication 
equipment. The committee recommends that no appropriation be 
provided for ‘‘Federal Contributions.” 

For the appropriation entitled, “Civil Defense Procurement Fund,’ 
the budget estimate is in the amount of $25,000,000 and the House 
granted an appropriation of $5,000,000. This appropriation as ap- 
proved by the House establishes a working fund for the purpose of 
purchasing organizational equipment, the fund to be reimbursed upon 
delivery of equipment to the States. The committee recommends an 
appropriation of $10,000,000 for this fund, an increase of $5,000,000 
over the House bill. 

The appropriation of $100,000,000 for a “Civil Defense Emergency 
Fund” was included in the bill by the House. The funds would be 
available under the House language only in the event of the proc- 
lamation of a state of civil defense emergency. The committee recom- 
mends that the funds and the language for this appropriation be 
stricken from the bill. 
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INCREASES AND LIMITATIONS 


The changes recommended by the committee in the amounts of 
the House bill are as follows: 


Chapter II—Legislative Branch 


SENATE: 
Payment to the heirs of Senator Arthur H. Vandenberg, 
late a Senator from the State of Michigan a. oe $12, 500 
Contingent expenses: Furniture and repairs_-_-- - ok 17, 878 
I rele, 20 oa 3 i re 8 ee 30, 378 


ARCHITECT OF THE CAPITOL: 
Senate restaurants: Coffee shop in Senate Office Building 30, 000 


GOVERNMENT PRINTING OFFICE: 


Working capital and congressional printing and binding_ - 1, 200, 000 
This amount is necessary to compensate for the cost 
of the volume of work being handled, the sharp increases 
in the cost of paper, and increases in labor costs. 
Total increase, legislative branch_-_---_--.- 1, 260, 378 


Chapter III—Departments of State, Jus- 
tice, Commerce, and the Judiciary 


DEPARTMENT OF STATE: 


International Information and Educational Activities: 

The House recommended an appropriation of $9,533,- 
939 representing the amount required to meet price and 
cost increases to complete facilities provided for in the 
Supplemental Appropriation Act, 1951. The budget 
estimate is in the amount of $97,500,000 and the balance 
of $87,966,061 was disallowed by the House. The com- 
mittee is in agreement with the House as to the amount 
of funds which should be provided in this bill. In view 
of the urgency in connection with this supplemental bill 
together with the necessity for securing complete details 
on such a vast program, the committee has denied the 
additional funds in this bill. The matter is one which 
can be considered in detail by the Subcommittee hand- 
ling Department of State appropriations for the ensuing 
fiscal year. 


DEPARTMENT OF JUSTICE: 


Federal Prison System: ‘ 
Salaries and expenses, Bureau of Prisons___- 324, 000 

The House allowed $125,000 of an estimate of 
$149,000 to provide for increased population. 
Subsequent to the passage of the bill by the House 
an additional estimate of $300,000 was submitted 
to the Senate in Senate Document No. 24. The 
additional amount requested is required to meet 
increases in the prices of food, clothing, medica! 
service, and related expenses of the inmate popula- 
tion. The committee has allowed the full amount 
of the budget estimates. 
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INCREASES AND Limirations—Continued 


Chapter [V—Treasury and Post Office 
Departments 


Post Orrick DEPARTMENT: 
Postal operations- eats ; 

The committee recommends the full amount of the 
budget estimate of $15,000,000 for Postal Operations, the 
House having cut the estimate to $7,500,000. The 
Post Office Department cannot control the volume of 
mail it is called upon to handle and when patrons post 
an unusually large amount of mail not anticipated, the 
Department must be in a position to handle that mail. 
The amount of funds allowed by the House is entirely 
too restrictive to permit the service to operate without 
affecting the quality of service rendered. 


Chapter V—Department of Labor and 
Federal Security Agency 
FEDERAL Security AGENCY: 
Office of Education: 
Grants for surveys and school construction 


The committee recommends the following paragraph 
be added to the bill: 


FEDERAL SECURITY AGENCY 
OrFrice oF EpvUcarion 


GRANTS FOR SURVEYS AND SCHOOL 
CONSTRUCTION 


For an additional amount for “Grants for sur- 
veys and school construction’’, to remain available 
until expended, $50,000,000, of which such 
amount as the Commissioner of Education deter- 
mines to be necessary shall be available for 
urgently needed school facilities in areas deter- 
mined by the President to be critical areas by 
reason of national defense activities: Provided, 
That appropriations and contract authorizations 
heretofore granted under this head, shall also be 
available to enable the Commissioner to provide 
school facilities pursuant to sections 203 and 204 
of the Act of September 23, 1950 (Public Law 
815). 

(Applications for school construction which 
have been received and approved, or are eligible 
for approval, far exceed the amount of funds 
presently available to provide urgently needed 
school facilities in areas affected by Federal 
activities. Additional funds are needed to au- 
thorize school construction required as a result 
of an increase in defense activities to provide 
for unhoused school children. The Committee 
therefore recommends the entire amount of the 
Budget estimate of $50,000,000 submitted in 
Senate Document No. 23. 

(The proposed appropriating language will 
authorize the Commissioner of Education to 
give priority to urgently needed school facilities 
in critical areas to be designated by the Presi- 
dent, and in other areas affected by Federal 
activities. It will also authorize the use of 
funds presently available for the direct provi- 
sion of school construction as provided by sec- 
tion 203 and 204 of Public Law 815.) 


$7, 500, 000 


50, 000, 000 
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INCREASES AND LimiTatT1ions—Continued 
Chapter VI—Department of Agriculture 
DEPARTMENT OF AGRICULTURE: 


Control of forest pests, Forest Pest Control Act . $345, 000 

The amount recommended by the committee will be 
used tO combat the spruce bark beetle infestation in 
timber stand of Engelmann spruce in Colorado. A 
large quantity of timber has already been killed by this 
beetle and approximately 16,000,000,000 board feet of 
Engelmann spruce are threatened by this insect in Colo- 
rado alone. It has been demonstrated that the infesta- 
tion can be successfully combatted at a cost of approxi- 
mately $2.50 per tree. The committee feels that this 
valuable timber should be saved and has therefore rec- 
ommended the amount of $345,000 be made avaiiable for 
this purpose. 


Forest’ Service: 
Forest development roads and trails - - - - 2, 800, 000 

The committee recommends an appropriation of 

$5,800,000 or an increase of $2,800,000 over the 

House bill. The amount recommended includes 

$5,000,000 for additional main-haul timber access 

roads in the national forests to permit the harvest- 

ing of ripe and overripe timber which is presently 

inaccessible and $800,000 for repair of damage to 

national forest improvements caused by floods. 


Total increase, Department of Agriculture.._.._. 3, 145, 000 


Chapter VII—Department of the Interior 


DEPARTMENT OF THE INTERIOR: 


Bureau of Mines: 
Construction ____- es 350, 000 
The committee recommends an ‘appropriation of 
$350,000 to provide funds for modifications and 
additions to a pilot plant constructed during World 
War II at Laramie, Wyo., so that research on the 
production of alumina from low-grade ores may be 
revived. It is desirable to develop processes for 
the production of alumina from low-grade raw 
materials found in abundant quantity in several 
areas of the United States, so that our dependence 
upon foreign supplies may be reduced. 
Office of Territories: 
Construction, Alaska Railroad _ _ _- : 500, 000 
The Committee recommends that the amount in 
the bill for ‘Construction, Alaska Railroad’’ be 
increased from $4,000,000 to $4,500,000, the budget 
estimate. This amount is to be used to replace 
shop facilities recently destroyed by fire and it was 
the hope of the House committee that by consoli- 
dating the structures a saving could be accom- 
plished. However testimony before this committee 
was to the effect that best railroad practices call for 
separate buildings to reduce fire hazards. The 
committee therefore recommends the budget esti- 
mate of $4,500,000 in order that separate buildings 
may be constructed to house the various shops. 


Total increase, Department of the In- 
cil Aili ten fe llega tee ca aa 850, 000 
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INCREASES AND LimITAtT1Ions—Continued 


Chapter VIII—Independent Offices 


OFFICE OF THE HovusInG EXPEDITER: 


Salaries and expenses: 
The committee recommends that the following para- 
graph be added to the bill: 


SALARIES AND EXPENSES 


The amount made available under this head in the 
Supplemental Appropriation Act, 1951, only for the 
payment of terminal leave is changed from 
“82 000,000” to *$1,000,000’’. 

On March 23, 1951, Public Law 8 was approved 
extending Federal rent control until June 30, 1951. 
This change in the limitation on the use of funds appro- 
priated to the Office of the Housing Expediter provides 
an additional $1,000,000 for the administrative expenses 
necessary to continue rent control operations through 


June 30, 1951. 


Chapter IX—-Department of Defense 


Civit Funcrions 


Corps of Engineers, Army: 
Niagara Power Project: 

With respect to the title of this paregra; h. the 
committee recommends the deletion of the words 
‘Niagara Power Development” and the substitu- 
tion therefor of the words ‘‘Niagara Redevelopment 
Remedial Works Investigation’’ since it is felt the 
latter title is more accurate and better reflects the 
congressional intent with respect to this item. 

The House report contained the following state- 
ment relating to this paragraph: 

“It is to be understood by the Corps of En- 
gineers that the approval of this item does not 
commit the Congress to the approval of sub- 
sequent requests for appropriations for plans, 
surveys, or construction for this project.” 

The committee is in complete agreement with 
this statement in the House report and reiterates 
it at this time so that there will be no question of 
congressional intent. 


S. Rept. 302. 82-1 v 
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INCREASES AND LimitratTions—Continued 


Chapter X—-Funds Appropriated to 
President 


INTERNATIONAL CHILDREN’S WELFARE WorkK cs _ $2, 500, 000 


The Committee recommends an appropriation of $7,500,- 
000 for contribution to the United Nations International 
Children’s Emergency Fund. Title V of the Foreign Eco- 
nomic Assistance Act of 1950 (Public Law 535, approved 
June 5, 1950) authorized $15,000,000 to be appropriated in 
fiscal year 1951 for international children’s welfare work. 
On two previous occssions this Committee recommended an 
appropriation of $12,500,000 to carry out the terms of this 
authorization and on both occasions the measure was unani- 
mously adopted by the Senate; however, in conference be- 
tween the two Houses, the Senate vielded to the position of 
the House to provide no appropriation at that time. 

In the pending bill, the House has recommended an appro- 
priation of $5,000,000 with the understanding that the 
United States contribution shall be not more than 33 per- 
cent. The committee is in complete agreement with the 
recommendation of the House that the contribution of the 
United States, apart from temporary emergency aid in 
national catastrophes, should not exceed 33 percent of the 
total amount contributed by other governments including 
services and matching funds of recipient countries. Accord- 
ingly, it is recommending the above amount to fulfill the 
United States proportionate obligation for fiscal 1951 on the 
present ratio. 


Chapter X!——Funds Appropriated to the 


President 
INDEPENDENT OFFICES: 


Federal Civil Defense Administration: 
Operations 72, 250, 000 
The House recommended an appropriation of 
$1,750,000 for Operations. The Senate committee 
recommends an appropriation of $74,000,000 or 
an inerease of $72,250,000 in the House bill. The 
committee further recommends hat language 
providing for ‘‘security guard services’’ be included 
in the language of this paragraph and that the 
limitation of $110,000 proposed by the House for 
civil defense communications svstems be deleted. 
\ further explanation of the action of the com- 
mittee with respect to the appropriations for 
Federal Civil Defense will be found earlier in this 
report. 
Civil Defense Procurement Fund 5, 000. 000 
The committee recommends an appropriation 
of $10,000,000, an inerease of $5,000,000 in the 
House bill. 


Total increase, Independent Offices 77, 250, 000 
} 
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INCREASES AND LimiratTions—Continued 


Chapter XII—Claims for Damages, 
Audited Claims, and Judgments 


JUDGMENTS AND AUTHORIZED CLAIMS_- 


Total increases 


Chapter XIII]—General Provisions 


GENERAL PROVISIONS—SECTION 1301: 


The provision forbidding employment of individuals who 
are members of organizations which advocate the overthrow 
of the Government by force or violence and of organizations 
which assert the right to strike against the Government has 
been included in the bill. The provision has been carried in 
all appropriation bills for many years and was deleted from 
the House bill on the floor of the House. 


DECREASES AND LIMITATIONS 


Chapter I1]—-Departments of State, Jus- 
tice, Commerce, and the Judiciary 


DEPARTMENT OF JUSTICE: 


Federal Bureau of Investigation: 
Salaries and expenses 

The budget estimate was $6,547,000, of which 

the House allowed $6,147,000. Inasmuch as the 

amount allowed by the House will not be available 

during April the sum of $275,000 can be deducted 

from the bill without in any way reducing the pro- 

gram of the F. B. I. 


DEPARTMENT OF COMMERCE: 


Civil Aeronautics Board: 
Salaries and expenses et 

At the present time the Senate Committee on 
Interstate and Foreign Commerce is conducting a 
studv looking to the early separation of subsidy 
payments from compensatory mail payments, and 
a report will in all likelihood be made by May 1. 
The Chairman of the Senate Interstate and Foreign 
Commerce Committee informed this committee 
that based upon the report a bill will be introduced, 
and he feels that pending the report referred to no 
new studies should be initiated as such studies would 
most likely delay matters.) 


Total decrease, Departments of State, Justice, Com- 
merce and the Judiciary 


$1, 104, 836 


275, 000 


25, 000 


300, 000 
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DeEcREASES AND LimiTaTions—Continued 


Chapter I1V—Treasury and Post Office 
Departments 


TREASURY DEPARTMENT: 


United States Coast Guard: 
Operating expenses 
A review of the current status of appropriations 
for the Coast Guard indicate that obligations for 
Coast Guard operating expenses are running less 
than expected, and that no additional funds will be 
necessary this year in order for the Coast Guard to 
prepare to take over the ocean weather stations on 
July 1. The committee therefore recommends the 
deletion of this item. 


Chapter ViII—Independent Offices 
INDEPENDENT OFFICES 


Department of Commerce: 
Maritime Activities. 

It is recommended by the committee that the 
following language relating to the purchase or req- 
uisition of vessels previously sold by the United 
States be deleted from the bill. 


he tHettes npprepetttted Hae thts ot ttre ote 


$1, 000, 000 
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DECREASES AND LimITATIONS—Continued 


INDEPENDENT Orrices—Continued 


neither the Seeretary of Commerce ner the 
teeetetetd Adetititte Bette Heth cetepesite tee 
ehy purpese whetseever ¢ valuation fer any 
sensed praetst setd by the ited Atte 
exeept im seeerdanee with the preeedine pre- 


Chapter XI—Funds Appropriated to the 
President 


Funps APPROPRIATED TO THE PRESIDENT: 


Expenses of Defense Production: 
The committee recommends an _ eppropriation of 
$27,331,895 which is a reduction of $5,697,105 under 
the House bill. A detailed explanation of the com- 
mittee action will be found earlier in this report $5, 697, 105 


INDEPENDENT OFFICES: 


Federal Civil Defense Administration: 
Federal contributions ee crt 80, 000, 000 
The committee recommends that this entire 
paragraph be deleted from the bill: 


PREPERAE CONPFRIDETIONS 


prrstant te stthseetion 45 of seetien 244 of the 
Hederat Chet Defense ket of FU5H. BME HHH HHH 
Provided, That of this ametat $75-066-006 
shel be aveteble only for shelters and ether 
the -~chinisteater shel net approve aay pre- 
grams er projects fer ste shelters and protec- 
tee fredtities aehteh eHttret be eottpletedd a4 
tseble atts artthin the Heit of the stettHt of 
this eppreprittioen and the ameunts te be 
teade avaiable by the States te meateh eor- 
ttbettiaretos tree titteded— 


Civil Defense Emergency Fund 100, 000, 000 
The committee recommends that this entire 
paragraph be deleted from the bill: 


tet tHe 2 Che Deters dorrereeree bHted 
A HEHHEL HHH te petHtite toettelitiete Het dite 
30; 4062: Preoreded; Phat said find shal be 
aveilable only in the event of a proclamation 
ot tt atte of eit detenne etrersetie fe piteeteteet 
by seetien 364+ of the Federal Civil Defense 
~et ef $4950 +Pubhe Law 926; Sist Coneress} 
and shell be expended in seeordance with the 
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DeEcREASES AND LimriTaTions—Continued 


Total decrease, chapter XI funds appropriated to the 
PRONG. nid. ater sametecuk Je. Rewetei. adi edeke.. $185, 697, 105 


Total decreases ng ab 186, 997, 105 


‘Total increases 


socio he eee eee eee ee ik at ca aig sl 143, 934, 214 
Seth) Gntpeneihn: | os occ HP... . .. oe) 186, 997, 105 

Net decrease ____ - ; DB So. Se ebeu eee 2 43, 062, 891 
Amount of bill as passed House___________-_____-_-- 3 473, 165, 368 
ee Riera libel ep Baio ad Aa Oe ata 43, 062, 891 


Amount of bill as recommended to Senate 430, 102, 477 r 
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; Calendar No. 283 


82p Concress } Report 
Ist Session \ / No. 303 


BETTY MINORU KAWACHI 
ApRIL 30 (legislative day, Aprit 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany 8. 915] 


The Committee on the Judiciary, to which was referred the bill 
(S. 915) for the relief of Betty Minoru Kawachi, having considered 
the same, reports favorably thereon with an amendment in the nature 
of a substitute, and recommends that the bill, as amended, do pass. 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 
That in the administration of the immigration and naturalization laws. thy 
provisions of section 13 (c) of the Immigration Act of 1924, as amended, shall not 
apply to Bettv Minoru Kawachi, the minor child of Mrs. James J. Leatherman, 
a citizen of the United States, 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to provide for the admission 
into the United States of a minor Japanese child who is the daughter 
of a native-born United States citizen. The child would be considered 
to be a nonquota immigrant, which is the status normally enjoyed by 
alien minor children of United States citizens. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 9-year-old native and citizen of Japan 
presently residing in Japan with her grandmother. The child’s 
mother is a native-born citizen of the United States who married a 
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Japanese citizen in 1942 in Japan. Following a divorce in 1947, 
custody of the child was given to the mother who was married in 1949 


to James J. Leatherman, also a native-born citizen of the United 
States. 

A letter dated March 29, 1951, to the chairman of the Senate 
Committee on the Judiciary from the Deputy Attorney General with 
reference to the case reads as follows: 

Marcu 29, 1951. 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 915) for the relief of Betty Minoru 
Kawachi, an alien. 

The bill would provide that notwithstanding the provisions of section 13 (ce) 
of the Immigration Act of 1924, as amended, relating to the adminission of aliens 
ineligible to citizenship, Betty Minoru Kawachi shall be considered to be the 
natural-born alien child of her stepfather, James J. Leatherman, a native-born 
citizen of the United States. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the alien child is a native and citizen of Japan of the Japanese race, 
who was born in Kyoto, Japan, on February 17, 1942. She presently resides 
with her maternal grandmother in Kyoto. Her mother and stepfather, Mr. and 
Mrs. James J. Leatherman, reside in Norfolk, Va., and they desire to bring her 
to this country. Mr. Leatherman stated that he intends to adopt her legally. 

Mrs. Leatherman, who is also of the Japanese race, was issued a United States 
passport at Yokohama, Japan, in the name of Claudette Momoe Kawachi, on 
December 2, 1948. According to this passport she was born in Hawaii in 1923. 
Mrs. Leatherman stated that in 1937 she went to Japan, and in 1942 was married 
to a Japanese citizen. Two children were born of this marriage in Japan and, 
when the marriage was terminated by divorce in 1947, custody of the boy was 
given to the father, and custody of the beneficiary of this bill was awarded to the 
mother, who resumed her maiden name. Mrs. Leatherman claims the marriage 
was planned by her mother against her will. On January 3, 1949, she entered 
into her present marriage at Lewiston, Idaho. Mr. Leatherman was born in 
Oklahoma in 1922. The record indicates that he was married twice before and 
that both marriages terminated in divorce, the first in New Mexico in 1945 and 
the second in Oklahoma in 1948. Mr. and Mrs. Leatherman have a United States 
citizen daughter, born to them in Wichita, Kans, on August 2, 1949. 

The files further reflect that Mr. Leatherman is on active duty with the United 
States Navy at the Naval Air Station in Norfolk. He had prior service with the 
Navy from January 24, 1941, until April 5, 1946. From August 1946 until 
December 1948, he was employed by the United States Army in Japan. 

The alien child, being of the Japanese race, is ineligible to citizenship under 
section 303 of the Nationality Act of 1940 and is, therefore, inadmissible to the 
United Siates for permanent residence under section 13 (ec). of the Immigration 
Act of 1924. Since her mother, who is a United States citizen, did not have the 
requisite 5 years’ residence in the United States after attaining the age of 16 years 
prior to the child’s birth, the latter did not derive citizenship through her. There- 
fore, in the absence of general or special legislation she may not be admitted to 
the United Siates for permanent residence. 

Whether in this case the general provisions of the immigration laws should be 
waived presents a question of legislative policy concerning which this Department 
prefers not to make any recommendation. If, however, the measure should 
receive favorable consideration by the committee, it is suggested that it be 
amended by deleting all after the enacting clause and substituting the following: 
“Thai, in the administration of the immigration laws, the provisions of section 
13 (ec) of the Immigraiion Act of 1924, as amended, shall not apply to Betty 
Minoru Kawachi, and for the purposes of sections 4 (a) and 9 of the Immigration 

Act of 1924, she shall be held and considered to be the natural-born alien child of 
her stepfather, James J. Leatherman, a native-born citizen of the United States.” 
Yours sincerely, 
Peyton Forp, Deputy Attorney General. 
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Inasmuch as the beneficiary of the bill is the minor child of Mrs. 
James J. Leatherman, who is a citizen of the United States, the bill 
has been amended to merely waive the racial bar to admission into 
the United States. It is not necessary that the child be considered 
to be the natural-born-alien child of its step-father. 
The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 915), as amended, should be enacted. 


O 
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82p CoNGRESS SENATE REpPoRT 
Ist Session No. 304 


PHILIP J. HINCKS 
APRIL 20 (legislative day, Aprit 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany S. 1113] 


The Committee on the Judiciary, to which was referred the bill 
(S. 1113) for the relief of Philip x Hincks, having considered the 
same, reports favorably thereon, with an amendment, and recom- 
mends that the bill, as amended, do pass. 


AMENDMENT 


On page 1, line 6, strike the figures ‘$152.40’ and insert in lieu 
thereof ‘$150.00’. 
PURPOSE 


The purpose of the proposed legislation, as amended, is to pay to 
Philip J. Hincks, of Middlebury, Vt., the sum of $150 which represents 
the amount of uniform allowance he would have received for reim- 
bursement of amounts required to be expended by him for the pur- 
chase of uniforms during his training as a midshipman had not a 
physical disability prevented his receiving a commission. 


STATEMENT 


The bill, as amended, bears a favorable endorsement of the Navy 
Department, as well as the Department of Justice. 

Departmental reports indicate that Hincks was appointed a mid- 
shipman (temporary) United States Naval Reserve on April 28, 1945, 
and while serving as such in the United States Naval Reserve Mid- 
shipman School, Chicago, Ill., was admitted to the sick list on July 
25, 1945, 1 week prior to his graduation. His appointment as an 
ensign, United States Naval Reserve, was canceled prior to its delivery 
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and acceptance by reason of his being found not physically qualified 
for such appointment because of rheumatic fever. On February 18, 
1946, his appointment as midshipman was revoked and he was re- 
verted to the rate of apprentice seaman. 

The committee is informed that when a man was given an appoint- 
ment as a temporary midshipman he was required to purchase his 
uniforms for such training from his own funds. He had no possible 
way of obtaining direct reimbursement for such expenditures because 
if he later qualified and became commissioned as an officer he was 
then granted an allowance to pay for the uniforms already purchased. 
If he failed to qualify, and never became so commissioned, he did not 
receive any uniform allowance. 

In the second session of the Eighty-first Congress the committee 
considered a bill for the relief of Lee Freddy Lambert (H. R. 1124, 
which became Private Law 505) involving almost identical facts. 
The committee’s reasoning with regard to that claim is equally appli- 
cable to this one. The committee feels that when an enlisted man 
accepted an appointment as a temporary midshipman and spent his 
own money for the necessary uniforms to take such training, he 
assumed the normal risk as to whether he would qualify for a commis- 
sion and become an officer. If he passed, he received his uniform 
allowance; if he failed to pass, he did not and should not receive its 
This was a risk voluntarily assumed by him and one for which he 
should not, under normal circumstances, be reimbursed. However, 
as in the Lambert case, Hincks was precluded from qualifying for his 
commission by reason of facts beyond his control, to wit, a disabling 
illness, rheumatic fever. The committee feels that in fairness, it must 
be assumed that absent such disabling sickness, he would have quali- 
fied and would have been commissioned an officer. 

The above considerations prompt the committee to recommend that 
the bill be favorably considered. Attention is invited to a letter from 
the Department of Justice dated December 11, 1950; and letter from 
the Department of the Navy dated November 10, 1950. 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENERAL, 
Washington, December 11, 1950. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice concerning the bill (S. 3789) for the relief of Philip J. 
Hincks, 

The bill would provide for payment of the sum of $250 to Philip J. Hincks, of 
Middlebury, Vt., which sum represents the amount of uniform allowance he 
would have received, for reimbursement of amounts required to be expended by 
him for the purchase of uniforms during his training as a midshipman had not a 
physical disability prevented his receiving a commission 

In compliance with your request, a report was obtained from the Department 
of the Navy concerning this legislation. According to that report, which is 
enclosed, it appears that claimant was appointed a midshipman (temporary) 
United States Naval Reserve on April 28, 1945, and while serving as such at the 
United States Naval Reserve Midshipmen’s School, Chicago, Ill., was admitted 
to the sick list on July 25, 1945, 1 week prior to his graduation. His appointment 
as an ensign, United States Naval Reserve, was canceled prior to its delivery and 
acceptance by reason of his being found not physically qualified for such appoint- 
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ment because of rheumatic fever. On February 18, 1946, his appointment as 
midshipman was revoked and he was reverted to the rate of apprentice seaman. 

The report states that the regulations in effect during the period of claimant’s 
service required midshipmen to purchase certain articles of uniform clothing 
which cost approximately $150. It states that it is known that many of the 
midshipmen who were disenrolled sold the uniforms which they had purchased, 
or used for civilian or military dress those articles of uniform which were adaptable. 

It appears that under the provisions of section 302 of the Naval Reserve Act of 
1938 Naval Reserve officers are entitled to the peacetime allowance of $100 for 
reimbursement for the purchase of required uniforms, and the further sum of $150 
for the purchase of required uniforms provided for officers first reporting for active 
duty in time of war or national emergency. In the case of a newly commissioned 
officer reporting for active duty in time of war or national emergency, both sums 
are paid him at the same time. The report states that any obligation of the 
Government to reimburse disenrolled midshipmen for expenditures for officer-type 
uniforms which were also part of the midshipman uniform allowance should be 
restricted to those midshipmen who were disenrolled through no fault of their own 
and so failed to receive full value for money required to be spent on uniforms while 
midshipmen. The report observes that the amount of such obligation should in 
no case exceed $150, the cost of the required uniforms and that such sum should 
be adjusted downward to reflect (1) money received by sale of uniforms, and (2) 
the value of any use to which these required articles were put by the midshipmen 
after disenrollment. 

The Navy Department states that it cannot ascertain the amounts of these 
adjustments and that therefore it is opposed to granting general relief for uniform 
expenses to midshipmen disenrolled prior to acceptance of commission. It points 
out that there is a precedent for granting relief by way of private bill, as in the 
case of H. R. 1124 for the relief of Lee Freddie Lambert, when it is determined 
that disenrollment was the result of circumstances beyond the control of the 
midshipman concerned and there is adequate proof of the actual monetary loss 
incurred, and provided that such relief shall not exceed $150. 

The Navy Department states that accordingly, it would interpose no objection 
to enactment of the bill provided it is amended in accordance with the suggestions 
set out on page 3 of the report. 

The Department of Justice concurs in the views of the Department of the Navy. 

The Director of the Bureau of the Budget has advised this office that there 
would be no objection to the submission of this report. 

Yours sincerely, 
Peyton Forp. 
Deputy Attorney General. 


DEPARTMENT OF THE NAVY, 
OFFICE OF THE JUDGE ADVOCATE GENERAL, 
Washington 25, D. C., November 10, 1950. 
Hon. J. Howarp McGratn, 
The Attorney General, Washington, D. C. 

Sir: This report is in response to your request for comment on 8. 3789 for the 
relief of Philip J. Hincks. 

The purpose of the bill is to authorize and direct the Secretary of the Treasury 
to pay to Mr. Hincks the sum of $250 which represents the amount of uniform 
allowance he would have received as reimbursement for the purchase of required 
uniforms upon reporting for active duty as an officer. 

Under the provisions of section 302 of the Naval Reserve Act of 1938, Naval 
Reserve officers are entitled to the peacetime allowance of $100 for reimburse- 
ment for the purchase of required uniforms, and the further sum of $150 for the 
purchase of required uniforms provided for officers first reporting for active duty 
in time of war or national emergency. In the case of a newly commissioned 
officer reporting for active duty in time of war or national emergency, both sums 
are paid him at the same time. 

The records of the Bureau show that Philip J. Hincks was appointed a midship- 
man (temporary), United States Naval Reserve on April 28, 1945, and while 
serving as such at the United States Naval Reserve Midshipmen’s School, Chicago, 
Ill., was admitted to the sick list on July 25, 1945, at the United States Naval 
Hospital, Great Lakes, Ill. This occurred 1 week prior to his graduation. His 
appointment as an ensign, United States Naval Reserve, was canceled prior to its 
delivery and acceptance by reason of his being found not physically qualified for 
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such appointment because of rheumatic fever. On February 18, 1946, in view of 
a report of a medical survey, Hincks’ appointment as midshipman (temporary), 
United States Naval Reserve, was revoked and he was reverted to the rate of 
apprentice seaman. 

The regulations in effect during the period of Hincks’ service required midship- 
men, in anticipation of the uniform gratuity, to purchase, if they did not already 
possess, certain articles of uniform clothing which cost approximately $150. 
These uniforms were required and worn during the period of midshipman training 
It is known that many of the midshipmen who were disenrolled sold the uniforms 
which they had purchased, or used for civilian or military dress, those articles of 
uniform which were adaptable. 

Any obligation of the Government to reimburse disenrolled midshipmen for 
expenditures for officer-type uniforms which were also part of the midshipman 
uniform allowance should be restricted to those midshipmen who were disenrolled 
through no fault of their own and so failed to received full value for money re- 
quired to be spent on uniforms while midshipmen. The amount of such obliga- 
tion should in no case exceed $150, the cost of the required uniforms. This sum 
should be adjusted downward to reflect (1) money received by sale of uniforms, 
and (2) the value of any use to which these required articles were put by the 
midshipmen after disenrollment. 

The Navy Department cannot ascertain the amounts of these adjustments; 
therefore, it is opposed to granting general relief for uniform expenses to mid- 
shipmen disenrolled prior to acceptance of a commission. Precedent exists for 
relief in the form of a private bill, as was granted by H. R. 1124, for the relief of 
Lee Freddie Lambert, when it is determined that disenrollment was the result of 
circumstances beyond the control of the midshipman concerned and there is 
adequate proof of the actual monetary loss incurred, and provided that such 
relief shall not exceed $150. 

Accordingly, the Navy Department would interpose no objection to enact- 
ment of S. 3789 provided it is amended by striking all after line 5, page 1, through 
‘“‘commission’’, line 1, page 2, and inserting the following in lieu thereof: ‘‘the 
sum of ———— [not greater than $150]. The payment of such sum shall be in 
full payment of all claims of the said Philip J. Hincks against the United States 
for reimbursement of money paid for uniforms which were required during his 
training as a midshipman at the United States Naval Reserve Midshipman 
School, Abbott Hall, Chicago, Illinois:” 

G. L. RussEt., 
Rear Admiral, United States Navy, 
Judge Advocate General of the Navy 


O 
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82p ConarEss SENATE 
1st Session 


P an 
LEPOR 


Be 


THIRTY-FIVE FORMER STUDENTS OF THE AIR RESERVE 
OFFICERS’ TRAINING CORPS 


APRIL 30 (legislative day, Aprit 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
(To accompany 8. 1227] 


The Committee on the Judiciary, to which was referred the bill 
(S. 1227) for the relief of sundry former students of the Air Reserve 
Officers’ Training Corps, having considered the same, reports favor- 
ably thereon, without amendment, and recommends that the bill do 
pass. 

PURPOSE 


The purpose of the proposed legislation is to pay to 35 former 
students of the Air Reserve Officers’ Training Corps sums in the 
aggregate of $7,985.82 in full satisfaction of all claims of the claimants 
against the United States for damage to or loss or destruction of per- 
sonal property as a result of a fire that occurred on June 28, 1948, in 
the building in which they were quartered at Langley Air Force Base, 
Va. 


STATEMENT 


This bill has the approval of the Department of the Army. The 
persons and the amounts involved are as follows: 

C. Raymond Pohl, Jr., 505A Magnolia Avenue, Frederick, Md., 
$83.95; Dan K. Rawlings, 205 Laurel Avenue, Corbin, Ky., $13.10; 
Harold L. Reed, 201 West Lindell Street, West Frankfort, Ill., $12.20; 
Marcus A. Sessi, 417 West Pennview Street, Pittsburgh, Pa., $8; 
Robert D. Simmons, 835% Broadway, New Orleans, La., $23.85; 
Harry P. Smith, Jr., 2225 Chesapeake Avenue, Hampton, Va., $60.66; 
Paul E. Smith, 2109 Eoff Street, Wheeling, W. Va., $6.10; Raymond 
C. Sowko, Glennland Apartments, State College, Pa., $444.40; Clyde 








2 STUDENTS OF AIR RESERVE OFFICERS’ TRAINING COURSE 


C. Spears, 347 Linden Walk, Lexington, Ky., $236.60; Donald E. 
Spears, 123 West Central Avenue, Belle, W. Va., $212.70; Homer R. 
Steele, route 1, Fairview, W. Va., $142; John D. Stiles, Wadestown, 
W. Va., $110.20; George F. Stock, Jr., Hollandale, Miss., $2 36.95; 
David A. Stockton, 105 East Seventh Street, box 256, Ritzville, Wash., 
$179.65; Frank A. Sullivan, 7949 Susquehanna Street, Pittsburgh, 
Pa., $396.80; William K. Sutton, 981 Fincastle Road, Lexington, 
Ky., $141.25; Floyd Ramsey Tarr, 3729 Marlamont Drive, Weirton, 
W. V a., $170.05; Hagop H. Terzagian, 217 Myrtle Avenue, Jersey 
City, N. J. , $338. 85; Jack Alfred Thalimer, 4518 West Grace Street, 
Richmond, Va., $226.80; Eugene R. Thomas, 9 South York Street, 
Wheeling, W. Va., $223. 20; Forest G. Thompson, 2201 Frederica 
Street, Owensboro, Ky., $157.80; Joseph C. Thompson, box 700, 
O. M.S., Travis AFB., Fairview, Calif., $423.25; Thomas W. Tigertt, 
box 93, Wilmer, Tex., $583.90; Richard J. Torchia, 630 Dow Avenue, 
Carnegie, Pa., $229,80; Lee C. Truman, Jr., 2422 Allen Street, Owens- 
boro, Ky., $252.40; Charles B. Upshaw, 394 West Wesley Road, 
NW., Atlanta, Ga., $191: George J. Walters, Jr., 438 South Dallas 
Avenue, Pittsburgh, Pa., $435.55; Gilbert Watz, 834 Snyder Avenue, 
Fhilsdelphia, Pa., $366.45: Arthur J. Weinsten, 501 Manheim Street 
22—A), Philadelphia, Pa., $200.10; Robert J. Weiss, 111 West Cherry- 
hill Street, Pittsburgh, Pa., $239.25; James Bernard Welborn, 442 
Cherry Street , Russellville, Ky., $107.55; Earl M. Williams, box 204, 
Evarts, Ky., $297.50; Edwin J. Williams, Jr., 1832 Chuckatuck 
Avenue, Petersburg, Va., $505.60; Charles P. Wilson, Jr., route 1, 
Walkersville, W. Va., $404.16; and Harold W. Wilson, 205% Fourth 
Street, Parkersburg, W. Va., $324.20. 

By special orders issued in May 1948, a number of students of the 
Air Reserve Officers’ Training Corps were directed to proceed to 
Langley Air Force Base, Va., on June 20, 1948, for a 6-week training 
period at the Air ROTC summer encampment. Upon reporting at 
the Langley Air Force Base some of the students were assigned quar- 
ters in Building T—282 on the base. During the morning of June 28, 
1948, a fire destroyed the upper story of that building. The students 
whose names are listed above were not present at Building T-—282 
when the fire occurred but were participating in the regular training 
program. It was, therefore, impossible for them to remove any of 
their personal property from the building, and such property was 
therefore damaged or destroyed. 

Thirty-five of the students filed claims with the Department of the 
Army for damages on account of the loss of their personal property. 
A board of officers was appointed to investigate such losses, and it 
was determined, after a thorough inventory of the property that was 
saved from the fire and an appraisal of the losses claimed by the 
student occupants of the building, that the losses sustained by the 
various claimants were as set forth in the bill. 

The claims asserted by the students who sustained losses of personal 
property in this fire cannot be approved and paid under the Military 
Personnel Claims Act of 1945 (59 Stat. 225; 31 U.S. C. 222c) for the 
reason that said act limits recovery thereunder to military personnel 
and civilian employees of the Departments of the Army, Navy, and 
Air Force. The claims were, therefore, necessarily disapproved for 
the reason that the claimants were neither members of the Armed 
Forces of the United States nor civilian employees thereof. Neither 
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are these claims cognizable under the Federal Tort Claims Act (60 
Stat. 843; 28 U.S. C. 921), as revised and codified by the act of June 

5, 1948 (62 Stat. 983; 28 U. S. C. 2672), and as amended by the act 
of April 25, 1949 (Public Law 55, 81st Cong.), since the damage 
complained of did not arise out of any negligent act or omission of an 
employee of the Government, but was found to have resulted from 
defective wiring or a defective extension cord. 

There is, therefore, no way by which the claimants may be com- 
pensated for the losses sustained by them except through the enact- 
ment of a private relief bill by the Congress for their benefit. The 
claims, however, are meritorious, and in fairness and equity, should be 
paid. The losses in question did not result from any fault or neg- 
ligence on the part of the students sustaining such losses. If the 
students involved had been either members of the Armed Forces or 
civilian personnel employed thereby, their claims would have been 
approved and paid under the Military Personnel Claims Act of 1945, 
supra. 

In view of the foregoing the committee recommends that the bill 
S. 1227 be considered “favorably. Attached hereto and made a part 
of this report is the report of the Department of the Army, dated 
March 26, 1951. 


DEPARTMENT OF THE ARMY, 
Washington, March 26, 1951. 
Hon. Ricuarp B. Russet, 
Chairman, Committee on Armed Services, 
United States Senate 

Dear SENATOR Russet: There is enclosed herewith a draft of a proposed bill 
for the relief of sundry former students of the Air Reserve Officers’ Training Corps, 
which it is recommended be enacted into law. This proposed legislation is sub- 
mitted by the Department of the Army in accordance with procedures prescribed 
by the Secretary of Defense. 

The purpose of the proposed legislation is to compensate 34 former students of 
the Air Reserve Officers’ Training Corps for the loss of certain personal property 
by fire. 

By special orders issued in May 1948, a number of students of the Air Reserve 
Officers’ Training Corps were directed to proceed to Langley Air Force Base, Va., 
on June 20, 1948, for a 6-weeks training period at the Air ROTC summer encamp- 
ment. Upon reporting at the Langley Air Force Base, some of the students were 
assigned quarters in Building T—282 on the base. During the morning of June 28, 
1948, a fire destroyed the upper story of that building. The students whose 
names are listed in the attached proposed bill were not present at Building T—282 
when the fire occurred but were participating in the regular training program. 
It was, therefore, impossible for them to remove any of their personal property 
from the building, and such property was therefore damaged or destroyed. 

Thirty-five of the students filed claims with the Department of the Army for 
damages on account of the loss of their personal property. A board of officers was 
appointed to investigate such losses, and it was determined, after a thorough in 
ventory of the property that was saved from the fire and an appraisal of the losses 
claimed by the student occupants of the building, that the losses sustained by the 
various claimants were as set forth in the enclosed draft of bill. 

The claims asserted by the students who sustained losses of personal property 
in this fire cannot be approved and paid under the Military Personnel Claims Aet 
of 1945 (59 Stat. 225; 31 U. S. C. 222c) for the reason that said act limits recovery 
thereunder to military personnel and civilian employees of the Departments of 
the Army, Navy, and Air Force. The claims were, therefore, necessarily disap- 
proved for the reason that the claimants were neither members of the Armed 
Forces of the United States nor civilian employees thereof. Neither are these 
claims cognizable under the Federal Tort Claims Act (60 Stat.843; 28 U.S.C. 921), 
as revised and codified by the act of June 25, 1948 (62 Stat.983; 28 U. 8S. C. 2672). 
and as amended by the act of April 25, 1949 (Public Law 55, 81st Cong.), since 
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the damage complained of did not arise out of any negligent act or omission of 
an employee of the Government, but was found to have resulted from defective 
wiring or a defective extension cord. 

There is, therefore, no way by which the claimants may be compensated fot 
the losses sustained by them except through the enactment of a private relief bill 
by the Congress for their benefit. The claims, however, are meritorious, and in 
fairness and equity, should be paid. .The losses in question did not result from 
any fault or negligence on the part of the students sustaining such losses, If the 
students involved had been either members of the Armed Forces or civilian per- 
sonnel employed thereby, their claims would have been approved and paid under 
the Military Personnel Claims Act of 1945, supra. The Department of the 
Army, therefore, recommends that the attached proposed bill be enacted into law. 
Each of the claimants has executed and filed an acceptance agreement in which 
he agrees to accept in full satisfaction and final settlement of his claim the amount 
set opposite his name in the proposed bill. 

The total cost of the bill, if enacted, would be $7,985.82. 

The Bureau of the Budget advises that there is no objection to the submission 
of the proposed legislation for the consideration of the Congress, 

Sincerely yours, 
FRANK Pace, Jr., 
Secretary of the Army. 


O 











Calendar No. 285 


82p ConGrEss  } SENATE : REPORT 
Tst Session j i No. 306 


= — 


ATHANASIOS ELIAS CHELIOTIS 
APRIL 30 (legislative day, ApriL 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary. submitted 
the following 


REPORT 


[To accompany 8. 1254 


The Committee on the Judiciary, to which was referred the bill 
(S. 1254) for the relief of Athanasios Elias Cheliotis, having considered 
the same, reports favorably thereon with an amendment in the nature 
of a substitute and recommends that the bill, as amended, do pass. 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 


That for the purposes of the immigration and naturalization laws, Athanasios 
Elias Cheliotis shall be held and considered to have been lawfully admitted to the 
United States for permanent residence as of the date of the enactment of this Act, 
upon payment of the required visa fee and head tax. Upon the granting of 
permanent residence to such alien as provided for in this Act, the Secretary of 
State shall instruct the proper quota-control officer to deduct one number from 
the appropriate quota for the first year that such quota is available, 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of perma- 
nent residence in the United States to Athanasios Elias Cheliotis. 
The bill provides for an appropriate quota deduction and for the pay- 
ment. of the required visa fee and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 29-year-old native and citizen of 
Greece who last entered the United States on May 3, 1947, as a visitor. 
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He is presently undergoing treatment for tuberculosis of the hip and 
was a patient at the Sea View Hospital in Staten Island, N. Y. 

A letter dated November 23, 1949, to the chairman of the Senate 
Committee on the Judiciary from the Acting the Assistant to the 
Attorney General with reference to S. 1277, which was a bill introduced 
in the Eighty-first Congress for the relief of the same alien, reads as 
follows: 

DEPARTMENT OF JUSTICE, 
Washington, November 23, 1949. 
Hon. Pat McCarran, 

Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 1277) for the relief of Athanasios 
Elias Cheliotis, an alien. 

The bill would direct the Attorney General to cancel deportation proceedings 
in the case of Athanasios Elias Cheliotis and would provide that he shall not again 
be subject to deportation by reason of the same facts and shall be considered to 
have been lawfully admitted to the United States for permanent residence as of 
May 3, 1947. The bill would also direct the Secretary of State to instruct the 
quota-control officer to deduct one number from the appropriate immigration 

uota, 

7 The files of the Immigration and Naturalization Services of this Department 
disclose that the alien is a native and citizen of Greece, having been born in that 
country on April 17, 1921. He first entered the United States on May 3, 1947, at 
Washington, D. C., and was at that time admitted as a temporary visitor for a 
period of 1 month. After arrival, he applied for an extension of his temporary 
admission. This and various other extensions of his temporary stay were granted, 
his last extension being until June 3, 1948. Proceedings in this case were deferred 
pending consideration of 8. 1902 of the Eightieth Congress and the present bill. 

Mr. Cheliotis stated that he desired another extension of his temporary visa in 
order to visit longer with his uncle, a naturalized citizen of the United States, and 
to secure medical treatment for tuberculosis of the hip. The alien averred that 
prior to arrival, he had been treated for tuberculosis of the —S Greece, but that 
the disease had left one of his legs shorter than the other. his latter condition 
he desired corrected while in this country. Prior to June 1948, he was under the 
care of a doctor and subsequently hospitalized. 

Investigation discloses that the alien has not belonged to any clubs or engaged 
in any activities, political or otherwise, detrimental to the welfare of the United 
States. He is considered a person of good moral character. 

The quota of Greece, to which the subject is chargeable, is oversubscribed for 
several years and a quota immigration visa is not readily obtainable, but his case 
presents no facts sufficient to justify enactment of special legislation granting him 
exemption from the requirements of the immigration laws. 

Accordingly, this Department is unable to recommend enactment of this bill. 

Yours sincerely, 
PETER CAMPBELL Brown, 
Acting the Assistant to the Attorney General. 


Senator Brien McMahon, the author of the bill, has submitted the 
following in connection with the case: 


CONGRESS OF THE UNITED StatTEs, 
July 25, 1949. 


Senator Pat McCarran, 
Chairman, Senate Judiciary Committee, 
Washington 25, D. C. 

My Dear Senator: I have received the enclosed letter from Rev. Alan R. 
Bragg, chaplain at the Sea View Hospital, Staten Island, where Athanasios 
Cheliotis is now recuperating from a recent operation. 

As you will see, the enclosure praises highly the integrity and fortitude of Mr. 
Cheliotis, and I trust that it will receive the deep consideration it merits when the 
committee studies S$. 1277. 





ATHANASIOS ELIAS CHELIOTIS 3 


I would deeply appreciate anything you can properly do to hasten study of this 
measure and believe that the entire case of Mr. Cheliotis is deserving of the utmost 
sympathetic consideration. 

‘Vith kind personal regards, 

Sincerely yours, 
3RIEN McManon, 
United States Senator 


New York Protestant Episcopant Ciry Mission Society, 
Sea View Hospirau, 
Staten Island 10, N. Y., July 20, 1949, 


Hon. BrreEN McMaunon, 
United States Senate, Washington, D. C. 


My Dear Senator McManon: Among our many patients here, we have 
one by the name of Athanasios Cheliotis, from Greece. I have known Cheliotis 
ever since his admission in August 1948, and, I think, am well acquainted with 
his life’s story. I have just typewritten a letter to you from him, in his own 
words, just as he wrote it, as he of course didn’t have the facilities for typing it 
himself in the ward. Knowing him as well as I do, and thinking so highly of him, 
my conscience won’t give me any rest until I add this little note on my own, with- 
out his knowing it. 

Cheliotis is one of the finest, if not the finest, patients I have known in my 5 
years here. Kind, courteous, cooperative with his doctors, nurses, and fellow 
patients, he is well-liked. I have seen few like him who trust others so whole- 
heartedly. Besides that, he is well-educated, a gentleman of culture, and, above 
all, a man of his word. A fellow like this, Senator, would be a credit and a cause 
for pride to our country, and, in thanking you cordially for your efforts for him, 
I do hope that the bill you are sponsoring will receive approval. 

As for himself, I’ll do anything I can to help him. 

Very truly yours, 
ALAN R. Brace, 





New YorK PROTESTANT EPIscopaL 
City Mission Society, 
Staten Island 10, N. Y., February 2, 1950. 
The Honorable Brinn McManon, 
United States Senate, Washington, D. C. 


My Dear SENATOR McManon: Remembering your kind reply to my letter to 
you of last July regarding Mr. Athanasios Cheliotis and the pending bill 8S. 1277, 
I venture, albeit with some hesitancy, since I don’t want to make myself a nui- 
sance, to ask about the possibilities of expediting action on the bill a little. Is 
there anything I could do to help, Senator? 

I see Cheliotis several times a week, and I know that the boy is worried. It is 
difficult sitting on the fence—more so if one is sick and trying to get well. I 
have seen too often how important a factor worry is in retarding a patient’s 
recovery. 

If nothing unforeseen occurs, he should be ready for discharge in the early fall. 
I expect, at that time, to be able to offer him employment as my secretary; but, 
as that is a city position, he would have to have his first papers before I could 
appoint him. 

Believe me, dear Senator, I would be deeply in your debt, if, through your kind 
offices, this bill could be passed upon soon. 

Yours sincerely, 
ALAN R. Braaa. 

The bill has been amended to conform with the policy of the com- 
mittee in granting permanent residence in the United States to an 
alien as of the date of the adjustment rather than as of the date of 
last entry into the United States. 

The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 1254), as amended, should be enacted. 


O 
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Mr. Keravver, from the Special Committee To Investigate Organized 
Crime in Interstate Commerce, submitted the following 


REPORT 


[Pursuant to S. Res. 202, 8ist Cong.] 


GENERAL CONCLUSIONS 


1. Organized criminal gangs operating in interstate commerce are 
firmly entrenched in our large cities in the operation of many different 
gambling enterprises such as bookmaking, policy, slot machines, as 
well as in other rackets such as the sale and distribution of narcotics 
and commercialized prostitution. They are the survivors of the 
murderous underworld wars of the prohibition era. After the repeal 
of the prohibition laws, these groups and syndicates shifted their 
major criminal activities to gambling. However, many of the crime 
syndicates continued to take an interest in other rackets suc he as narcot- 
ics, prostitution, labor and business racketeering, black marketing, ete. 

2. Criminal syndicates in this country make tremendous profits and 
are due primarily to the ability of such gangs and syndicates to secure 
monopolies in the illegal operations in which they are engaged. 
These monopolies are secured by persuasion, intimidation, violence, 
and murder. The committee found in some cities that law-enforce- 
ment officials aided and protected gangsters and racketeers to main- 
tain their monopolistic position in particular rackets. Mobsters who 
attempted to compete with these entrenched criminal groups found 
that they and their followers were being subjected to arrest and prose- 
cution while protected gang operations were left untouched. 

3. Crime is on a syndicated basis to a substantial extent in many 
cities. The two major crime syndicates in this country are the 
Accardo-Guzik-Fischetti syndicate, whose headquarters are Chicago; 
and the Costello-Adonis-Lansky syndicate based on New York. Evi- 
dence of the operations of the Accardo-Guzik-Fischetti syndicate was 
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found by the committee in such places as Chicago, Kansas City, 
Dallas, Miami, Las V egas, Nev., and the west coast. Evidence of the 
Costello- Adonis-Lansky operations was found in New York City, 
Saratoga, Bergen County, N. J., New Orleans, Miami, Las Vegas, 
the west coast, and Havana, Cuba. These syndicates, as well as 
other criminal gangs throughout the country, enter profitable relation- 
ships with each other. There is also a close personal, financial, and 
social relationship between top-level mobsters in different areas of 
the country. 

4. There is a sinister criminal organization known as the Mafia oper- 
ating throughout the country with ties in other nations, in the opinion 
of the committee. The Mafia is the direct descendant of a criminal 
organization of the same name originating in the island of Sicily. 
In this country, the Mafia has also been known as the Black Hand 
and the Unione Siciliano. The membership of the Mafia today is 
not confined to persons of Sicilian origin. The Mafia is a loose-knit 
organization specializing in the sale and distribution of narcotics, the 
conduct of various gambling enterprises, prostitution, and other 
rackets based on extortion and violence. The Mafia is the binder 
which ties together the two major criminal syndicates as well as 
numerous other criminal groups throughout the country. The power 
of the Mafia is based on a ruthless enforcement of its edicts and its 
own law of vengeance, to which have been creditably attributed 
literally hundreds of murders throughout the country. 

5. Despite known arrest records and well-documented criminal 
reputations, the leading hoodlums in the country remain, for the most 
part, immune from prosecution and punishment, although underlings 
of their gangs may, on occasion, be prosecuted and punished. ‘This 
quasi-immunity of top-level mobsters can be ascribed to what is 
popularly known as the “fix.” The fix is not always the direct 
payment of money to law-enforcement officials, although the com- 
mittee has run across considerable evidence of such bribery. The 
fix may also come about through the acquisition of political power 
by contributions to political organizations or otherwise, by creating 
economic ties with apparently respectable and reputable businessmen 
and lawyers, and by buying public good will through charitable 
contributions and press relations. 


GAMBLING SUPPORTS BIG-TIME RACKETS 


6. Gambling profits are the principal support of big-time racketeer- 
ing and gangsterism. These profits provide the financial resources 
whereby ordinary criminals are converted into big-time racketeers, 
political bosses, pseudo businessmen, and alleged philanthropists. 
Thus, the $2 horse bettor and the 5-cent numbers player are not 
only suckers because they are gambling against hopeless odds, but 
they also provide the moneys which enable underworld characters 
to undermine our institutions. 

The legalization of gambling would not terminate the widespread 
predatory activities of criminal gangs and syndicates. The history 
of legalized gambling in Nevada and in other parts of the country 
gives no assurance that mobsters and racketeers can be converted 
into responsible businessmen through the simple process of obtaining 
State and local licenses for their gambling enterprises. Gambling, 
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moreover, historically has been associated with cheating and corrup- 
tion. 

The committee has not seen any workable proposal for controlled 
gambling which would eliminate the gangsters or the corruption. 

7. Rapid transmission of racing information and gambling informa- 
tion about other sporting events is indispensable to big-time book- 
making operations. This information is presently being provided by 
a monopoly operated by the Continental Press Service. The Con- 
tinental Press Service, at critical times and in crucial places where 
monopoly of bookmaking is at stake, yields to the domination and 
control of the Accardo-Guzik-Fischetti crime syndicate, to which 
it is beholden for its own monopoly in the wire-service field. The 
wire service is so vital to large bookmakers that they are compelled to 
pay what the traffic will bear to the Continental Press Service. This 
makes it possible for the Accardo-Guzik-Fischetti crime syndicate to 
participate in the profits of bookmaking operations throughout the 
country. 

8. The backbone of the wire service which provides gambling infor- 
mation to bookmakers is the leased wires of the Western Union 
Telegraph Co. This company, in many parts of the country has not 
been fully cooperative with law-enforcement officials who have been 
trying to suppress organized criminal rackets which make use of 
telegraph facilities. By permitting its facilities to be used by book- 
makers, Western Union has given aid and comfort to those engaged 
in violation of gambling laws. In some cases, Western Union officials 
and employees actually participated in bookmaking conspiracies by 
accepting bets and transmitting them to bookmakers. It should be 
noted that during the latter months of the committee’s investigation, 
Western Union has taken steps to prevent this practice and has been 
more cooperative with the committee. 

In many areas, of which New York is a notable example, the tele- 
phone companies have cooperated fully with law-enforcement officials. 
However, in still other areas, telephone companies have been much 
less cooperative. Local legislation is apparently necessary in many 
States to require telephone company officials to refuse facilities and 
remove existing facilities of suspected bookmakers and to call to the 
attention of local law-enforcement officials the use of telephone 
facilities by bookmakers. 

9. Crime is largely a local problem. It must be attacked primarily 
at the local level, with supplementary aid, where appropriate, from 
State and Federal authorities. The conduct of various forms of 
gambling enterprises, houses of prostitution, the distribution of nar- 
cotics, the use of intimidation, violence, and murder to achieve gang 
objectives are all violations of State laws. The public must insist 
upon local and State law-enforcement agencies meeting this challenge, 
and must not be deceived by the aura of romanticism and respecta- 
bility, deliberately cultivated by the communities’ top mobsters. 

10. The Federal Government has the basic responsibility of helping 
the States and local governments in eliminating the interstate activities 
and interstate aspects of organized crime, and in facilitating exchange 
of information with appropriate safeguards between the Federal 
Government and local and State law-enforcement agencies as well as 
between law-enforcement agencies in the various States. 
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The task of dealing with organized crime is so great that the public 
must insist upon the fullest measure of cooperation between law- 
enforcement agencies at all levels of Government without buck-passing. 
The committee feels that it has fully demonstrated the need for such 
cooperation. The time for action has arrived. 

11. Wide-open gambling operations and racketeering conditions are 
supported by out-and-out corruption in many places. The wide-open 
conditions which were found in these localities can easily be cleaned 
up by vigorous law enforcement. This has been demonstrated in 
the past in many different communities and has received added 
demonstration during the life of our committee. The outstanding 
example is Saratoga, N. Y., which ran wide-open through the racing 
season of 1949 but was closed down tight in 1950. 

12. Venal public officials have had the effrontery to testify before 
the committee that they were elected on “liberal’”’ platforms calling 
for wide-open towns. The committee believes that these officials 
were put in office by gamblers and with gamblers’ money, and that in 
the few cases where the public was convinced that gambling is good 
for business, this myth was deliberately propagated by the paid 
publicists of the gambling interests. In many wide-open communi- 
ties, so-called political leaders and law-enforcement officials have 
sabotaged efforts of civic-minded citizens to combat such wide-open 
conditions and the crime and corruption that they entailed. 

13. The Treasury of the United States has been defrauded of huge 
sums of money in tax revenues by racketeers and gangsters engaged 
in organized criminal activities. Huge sums in cash handled by 
racketeers and gangsters are not reflected in their income tax returns. 
Income tax returns filed with the Federal Government have been 
inadequate since, as a rule, they contained no listing of the sources 
of income nor any itemization of the expenses. Gangsters and racket- 
eers, moreover, do not keep books and records from which it might 
be possible to check tax returns. 

14. Mobsters and racketeers have been assisted by some tax ac- 
countants and tax lawyers in defrauding the Government. These 
accountants and lawyers have prepared and defended income tax 
returns which they knew to be inadequate. At the very least, those 
who are guilty of such practices could be convicted of a misdemeanor 
and sent to jail for a year for every vear in which they have failed to 
comply with the law. 

The Bureau of Internal Revenue states that it has, to the best of 
its ability, considering its limited manpower, been investigating these 
returns. It states further that when it pursues the case of one of 
these individuals, it prefers to set up against him a case of criminal 
tax evasion which is a felony, rather than the lesser offense of failing 
to keep proper books and records, which is a misdemeanor. 

Despite this, the committee believes that the Bureau of Internal 
Revenue could, and should, make more frequent use of the sanctions 
provided for failure to keep proper books and records than it has 
heretofore. In any event, the Bureau of Internal Revenue should 
insist on adequate returns and proper books. 

While the great majority of agents of the Bureau of Internal Reve- 
nue are honest and efficient, there have been relatively few instances 
in different parts of the country of lack of vigorous and effective 
action to collect income taxes from gangsters and racketeers. 
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15. A major question of legal ethics has arisen in that there are a 
number of lawyers in different parts of the country whose relations to 
organized criminal gangs and individual mobsters pass the line of 
reasonable representation. Such lawyers become true ‘“‘mouthpieces’’ 
for the mob. In individual cases, they have become integral parts of 
the criminal conspiracy of their clients. 

16. Evidence of the infiltration by organized criminals into legiti- 
mate business has been found, particularly in connection with the 
sale and distribution of liquor, real-estate operations, night clubs, 
hotels, automobile agencies, restaurants, taverns, cigarette-vending 
companies, juke-box concerns, laundries, the manufacture of clothing, 
and the transmission of racing and sport news. In some areas of 
legitimate activity, the committee has found evidence of the use by 
gangsters of the same methods of intimidation and violence as are 
used to secure monopolies in criminal enterprise. Gangster infiltra- 
tion into business also aggravates the possibility of black markets 
during a period of national emergency such as we are now experiencing. 
Racketeers also have used labor unions as fronts to enable them to 
exploit legitimate businessmen. 

17. In some instances legitimate businessmen have aided the 
interests of the underworld by awarding lucrative contracts to 
zangsters and mobsters in return for help in handling employees, de- 
eating attempts at organization, and in breaking strikes. And the 
committee has had testimony showing that unions are used in the aid 
of racketeers and gangsters, particularly on the New York water front. 


RECOMMENDATIONS 


INTRODUCTION 


The committee has received many recommendations for controlling 
organized crime and improving the enforcement of the criminal law 
and the administration of criminal justice. Those recommendations 
have been received from a variety of sources: from public officials, ex- 
perts on law enforcement, lawyers, accountants, and interested laymen. 
They all have been given careful attention. 

The committee is convinced that there is no single panacea for the 
widespread social, economic, and political ev ils that have been 
uncovered in the many cities in which it has made investigations and 
held hearings. The committee feels, nevertheless, that while organized 
crime cannot be completely eliminated from our society, this is no 
reason for defeatism, for vigorous law enforcement can control 
organized crime to the point where it is no longer a menace to our 
institutions. 

Any program for controlling organized crime must take into account 
the fundamental nature of our governmental system. The enforce- 
ment of the criminal law is primarily a State and local responsibility. 
While channels of interstate communication and interstate commerce 
may be used by organized criminal gangs and syndicates, their 
activities are in large measure violations of local criminal statutes. 
When criminal gangs and syndicates engage in bookmaking operations, 
operate gambling casinos or slot machines, engage in policy operations, 
peddle narcotics, operate houses of prostitution, use intimidation or 
violence to secure monopoly in any area of commercial activity, com- 
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mit assaults and murder to eliminate competition, they are guilty of 
violating State laws and it is upon State and local prosecuting agencies, 
police and courts, that the major responsibility for the detection, 
apprehension, prosecution, and punishment of offenders rests. 

The crisis of law enforcement which has been uncovered by the 
committee is basically a State and a local crisis. The Federal Govern- 
ment does not have responsibility for the widespread gambling and 
vice conditions it has found in such places as the Miami area; the 
parishes outside of New Orleans; the Covington-Newport areas of 
Kentucky; Bergen County, N. J.; several counties in California, 
Illinois, and Saratoga, N. Y. T he responsibility is basically one 
that must be shared by local and State agencies of law enforcement, 
as well as by the citizens of the various communities who tolerated 
such conditions. Nor can a remedy for these conditions be found 
merely by shrugging off local and State responsibility and declaring 
that only the Federal Government can do the job of cleaning up wide- 
open conditions. As J. Edgar Hoover pointed out in his statement 
to this committee, ‘“The Federal Government can never be a satis- 
factory substitute for local self-government in the enforcement field.” 

The Federal Government, moreover, can do relatively little to 
assist local citizens and officials in the removal of local law-enforce- 
ment officials who have accepted money from gangsters and racketeers 
or who have actually participated in criminal operations. The 
Federal Government can do little about the influence which gangsters 
and racketeering elements exert upon local political organizations. 
The Federal Government can do even less about the inefficiency 
and ineffectiveness of local law-enforcement agencies. Nor can the 
Federal Government correct the diffusion of responsibility and the 
“buck passing’ which take place between independent law-enforce- 
ment agencies operating in the same county or in the same metro- 
politan area. Finally, the Federal Government can do nothing to 
correct the misguided leniency of State and local judges who impose 
small fines or short jail sentences in racketeering situations. 

While the Federal police and prosecuting agencies cannot be 
substituted for State and local law enforcemrnt in dealing with 
organized crime, the Federal Government still has a major and vital 
responsibility in this field. ‘The Federal Government must provide 
leadership and guidance in the struggle against organized crime, for 
the criminal gangs and syndicates have Nation- wide ramifications. 
It should establish additional techniques to provide maximum co- 
ordination in law-enforcement agencies to insure complete efficiency. 
It must help work out techniques for securing better interstate 
cooperation in dealing with crime. In addition, the Federal Govern- 
ment is under certain positive obligations to use powers presently 
available to it against organized criminal gangs. It is the responsi- 
bility of the F ederal Government to see that the channels of interstate 
commerce, transportation, communication, and the United States 
mails are not used to facilitate the operations of organized criminal 
gangs and syndicates. It is up to the Federal Government to see that 
gangsters and racketeers are stripped of as much of their ill-gotten 
gains as possible through vigorous enforcement of the income-tax laws. 
Only the Federal Government can take affirmative action to rid our 
shores of alien criminals who have become members of predatory 
criminal groups. Finally, the Federal Government has the responsi- 
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bility for revision of existing statutes where legal technicalities are 
permitting the guilty to escape just punishment. 

It is with the aforementioned goals in mind that the following 
recommendations are formulated: 


I. The Congress through a continuation of this committee should for a 
further limited period continue to check on organized crime in inter- 
state commerce. The basic function of the committee should be to 
scrutinize the efforts made by the Federal agencies to suppress inter- 
state criminal operations, and particularly the racket squads 
described in later recommendations. Jt will also follow up the 
legislative recommendations made in this report 

The committee should receive periodic reports from the racket 
squads recommended to be established in the Justice and Treasury 

Departments. It should continuously scrutinize the effectiveness of 

these squads. It should also take steps to facilitate greater coopera- 

tion between Federal and State law enforcement agencies. The 
committee should use its subpena power to hold hearings from time 
to time concerning crime situations in which there is a great public 
interest, or which should be called to the attention of the public. 

However, it should be clearly understood at the outset that the 
continued committee should have as its prime function the task of 
pursuing its legislative inquiries and program and of stimulating law 
enforcement officials to direct action against criminals rather than the 
exposition of situations which can only. give cumulative support to the 
now overwhelming evidence that there is a serious organized crime 
problem which must be met. 


II. A racket squad should be organized in the Justice Department 

The function of this racket squad, which might appropriately be 
placed in the Criminal Division of the Department, must be to clean 
the country of racketeers, gangsters, and organized criminal gangs by 
utilizing any lawful means available, including 

(a) Prosecution for Federal crimes; 

(6) On-the-spot racket grand jury investigations and inquiries; 
these, as suggested by the Attorney General, should be held in 
each judic ial district at least once each year; 

(c) Gathering and correlating information about gangsters 
and criminals from all sources, both Federal, State and local: 

(d) Stimulating local prosecutions by turning information con- 
cerning local criminal situations over to State and local authori- 
ties for action. Of course, in such cases proper caution must be 
exercised to avoid turning information over to corrupt officials 
or to officials who would use it for political advantages; 

(e) Turning information on criminals and gang activities over 
to specific Federal agencies such as Immigration and Naturaliza- 
tion, Customs and the tax-collecting authorities, for action 
thereon 

H Reporting to this Senate committee and its successor as 
well as other appropriate committees. 

In this connection, it should be observed that the Department of 
Justice has had such a squad functioning on a limited scale since 1947, 
under the able direction of Special Assistant Attorney General Max 
H. Goldschein. The committee urgently recommends that the size 
of this squad be increased. 
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III. Appropriate legislation should be enacted to set up an independent 
Federal Crime Commission in the executive branch of the 
Government 


This Commission should be appointed by the President with the 
advice and consent of the Senate. It should be composed of three 
members, all of whom are prominent citizens and not otherwise mem- 
bers or employees of the Federal Government. It should be organized 
promptly and be ready to function on September 1, 1951, the date 
set for the expiration of authority of this committee. 

The Commission should hear witnesses and hold hearings from time 
to time, but should not have the power of subpena. In such cases as 
the Commission may find it necessary to subpena witnesses, or to hear 
them under oath, it should apply either to the Senate Committee on 
Interstate and Foreign Commerce, which by virtue of Senate Resolu- 
tion 129 succeeds to the functions of this committee, or in the alterna- 
tive, it may apply to any other appropriate committee of the Congress 
which has jurisdiction over the subject matter when it deems it desir- 
able to have hearings. The hearings, in such instances, will be held 
by the appropriate committees. 

The functions of the Federal Crime Commission should be— 

1. The continuing study and surveillance of operations of 
interstate criminal organizations throughout the country. 

2. Reports on such criminal activities at periodic intervals to 
the Interstate and Foreign Commerce Committee of the United 
States Senate. 

3. To make recommendations for hearings to the Interstate 
and Foreign Commerce Committee of the United States Senate 
or any other appropriate committee in cases in which the Inter- 
state and Foreign Commerce Committee may not be the most 
appropriate, for more intensive investigation requiring the testi- 
mony of witnesses under oath. 

4. The maintenance of liaison between Federal investigative 
and law-enforcement agencies and crime commissions at the 
State and local levels with the dissemination to the latter of infor- 
mation respecting criminal operations as may be required in the 
public interest. 

5. Suggestion and encouragement of legislation designed to ex- 
pedite, facilitate, and encourage better and more intensive law 
enforcement at all levels of government. 

6. The initiation and development of appropriate social study 
relating to crime, its punishment, and law enforcement. 

7. The maintenance of files and records as a national clearing 
house of information respecting criminal activities in interstate 
commerce to be made available, to properly authorized individ- 
uals and groups, subject to suitable security measures, but not to 
conflict with the interests of any presently established Federal, 
State, or local law enforcement agency. 

Recommendation IIT is concurred in by all members of the com- 
mittee except Senator Alexander Wiley who, while appreciating some 
of the advantages which might be achieved under a Federal Crime 
Commission, believes that the possible abuses of such a new agency 
require his opposition to the proposal. 

It is Senator Wiley’s contention that the Commission could con- 
ceivably result in (a) the basis for a national-type police force which 
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is contrary to America’s tradition and which has been vigorously 
opposed by all outstanding Federal law enforcement agencies; (6) un- 
necessary harassment and interference with Federal investigative 
agencies; (c) an unnecessary and costly superstructure imposed upon 
the present operating agencies; (d) dissipation of the function on the 
part of the legislative branch. 

Senator Wiley believes that voluntary cooperation among Federal 
investigation agencies can achieve most of the objectives which the 
committee majority believes can only be obtained by a Federal Crime 
Commission. 

This is the only point on which Senator Wiley dissents from his 
agreement with this unanimous report. The committee notes at this 
point that there has been no previous dissent by any member on any 
major point of policy. 


IV. The establishment of the Special Fraud Squad by the Bureau of 
Internal Revenue of the Treasury Department is one of the most 
effective and useful steps taken to collect taxes from the criminal 
element. The committee applauds the Department for this act and 
recommends that it be supported with necessary appropriation and 
that it work in close cooperation with the special racket squad if set 
up by the Department of Justice as is recommended by the commit- 
tee. The Bureau of Internal Revenue should maintain on a current 
and continuing basis a list of known gangsters, racketeers, gamblers, 
and criminals whose income-tax returns should receive special at- 
tention by a squad of trained experts. Procedures leading to 
prosecution should be streamlined and speeded up 

In our second interim report, we noted that ‘““The Federal Govern- 
ment is being defrauded of many millions of dollars—perhaps running 
into hundreds of millions—of tax revenues by the mobsters engaged 
in organized criminal activities” (p. 31); and also that “It is apparent 
that many, if not all, of the returns submitted for the gamblers and 
gangsters are fraudulent and that the Government is losing huge 

sums in tax revenues from the illegal ventures run by them” (p. 32). 

Under these circumstances, it “becomes absolutely vital for the 

Federal Government to enact new legislation and to modify and 

strengthen existing administrative procedures and regulations so that 

gangsters, racketeers, gamblers, and other persons engaged in illegiti- 

mate enterprises shall be compelled to turn over as much of their ill- 

gotten gains as possible to the Government in the form of income 

taxes. “Money i is the key to power in the underworld. It buys pro- 
tection for illegitimate enterprises and enables underworld characters 
to buy up legitimate business and to claim respectability by contri- 
butions to worthy causes. The large financial resources at the dis- 
posal of criminal gangs and syndicates make such gangs and syndi- 
cates a serious Menace to our institutions. The Federal Government 
must make every effort to reach these resources and curb the power 
of organized crime. Accordingly, we recommend that the Bureau of 

Internal Revenue should set up and maintain a list of known gamblers, 

gangsters, racketeers, and other criminals whose income-tax returns 

must be given special attention. A similar list is already in existence 
and was submitted to this committee by the Department of Justice. 

This list should be supplemented by names furnished by all Federal 

law-enforcement agencies, by the racket squads of the Justice and 
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Treasury Departments, and by names solicited from the leading 
State and local law enforcement agencies throughout the country. 
The committee notes with strong approval the notice of the Treasury 
Department of April 30, that the tax returns of 2,500 leading gangsters 
are being given special attention by the Bureau of Internal Revenue. 

The mere existence, of a known criminal list in the Bureau of 
Internal Revenue is not enough. Special attention must be given to 
the tax returns submitted by the persons on this list. Thus, their 
returns cannot be left for examination by routine procedures. The 
Bureau of Internal Revenue has organized a special racket squad of 
picked men known as the Special Frauds section whose function would 
be to subject the tax returns of known criminals to close scrutiny and 
investigation. These men will be familiar with the accounting 
methods, techniques, and procedures of the Bureau, and they should 
also have familiarity with the modus operandi of gangsters, racketeers, 
gamblers, and other offenders. Since income-tax men are not expected 
to know the habits and methods of criminals, training for the Bureau 
of Internal Revenue squad might be arranged with such Federal 
agencies as the FBI, the Narcotics Bureau, and other law-enforcement 
agencies of the Government. 

It is obvious to anyone familiar with income-tax prosecutions that 
the procedures presently employed by the Department of Justice and 
the Bureau of Internal Revenue are entirely too laborious and time 
consuming. Many complex steps are necessary before an income-tax 
prosecution is finally decided upon. The committee urges the Bureau 
of Internal Revenue to make a study with a view to simplifying its 
procedures in connection with the processing of prosecutions for 
income-tax frauds. Swift prosecution and punishment are deterrents 
to crime in the tax field as much as anywhere else. 


V. The Bureau of Internal Revenue should enforce the regulations which 
require taxpayers to keep adequate books and records of income and 
expenses, against the gamblers, gangsters, and racketeers who are 
continually flouting them. Violation should be made a felony 

The committee has been continually hampered in the course of its 
inquiry into the activities of known criminals and their political and 
official allies, by the failure of these individuals to keep and maintain 
books and records of their income and expenses. Though they may 
handle moneys running into hundreds of thousands of dollars, they 
have not felt it necessary to keep books and records which explain the 
nature, source, and amount of the moneys they receive, nor the nature 
and extent of their disbursements. Income-tax returns in most 
instances merely give gross figures of income and expenses without 
explanation of the nature of these items. A typical attitude of 
gamblers toward the maintenance of records is found in the testimony 
of one successful gambler who calmly informed the committee that 
although he kept no records of his gambling activities during the year, 
he was able to keep a running balance in his head. At the end of the 
year, he entered the final balance in his return. It is true that the 
present regulations of the Bureau of Internal Revenue require tax- 
payers (except wage earners and farmers) to keep such permanent 
books of account or records as are sufficient to establish the amount of 

the gross income and the deductions (Regulation 111, sec. 2954-1). 
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While honest businessmen comply with this regulation, hoodlums, 
venal officials, some politicians with underworld affiliations, do not. 
Nevertheless, the Bureau of Internal Revenue has not utilized this 
regulation to its full potentialities. The committee feels that the 
obligation to keep adequate books and records of account should bind 
not only honest businessmen but also those who profit from crime. 
Willful failure to comply with this obligation should subject the 
offender to prosecution and punishment. At present such failure is a 
misdemeanor. The law should be amended to make it a felony. The 
regulations should also require that these books and records be kept 
for a sufficiently long period (e. g., 7 years) and not be destroyed as 
soon as income-tax returns are submitted. 


VI. Gambling casinos should be required to maintain daily records of 
money won and lost to be filed with the Bureau of Internal Revenue. 
They also should be required to maintain such oil tional records as 
shall be prescribed by the Bureau. Officials of the Bureau of Internal 
Revenue should have access to the premise s of gamblir g casi LNOS an ul 
to their books and records at all times. Where the casino is operating 
illegally, in addition to the afore mentioned obligations, the ope rators 
of the casino should be required to keep records of all bets and wagers 

The cash returns from gambling casinos are fantastic in amount. 
There is also, at the present time, no way in which the tax returns 
filed with the Bureau of Internal Revenue by the proprietors of these 
casinos can be adequately checked. The committee feels that one 
way of placing gambling casinos under control is to require them to 
keep daily returns to be filed with the Bureau of Internal Revenue and 
maintain prescribed books and records. ‘These returns and the books 
and records should be checked frequently by visits from responsible 
revenue officials. Only through some such means can the Govern- 
ment obtain its proper share of the moneys which pass through the 
hands of proprietors of gambling casinos. 

In order to maintain even a closer check upon the operations of 
the illegal gambling casinos, the committee recommends that such 
casinos be compelled to keep a record of all wagering and betting 
transactions which take place within its walls. They should also b 
subject to the obligation to maintain daily records for the Bureau of 
Internal Revenue and the obligation to permit inspection of premises 
and inspection of books and records at all times. 

The committee is well aware that these provisions may well put 
illegal gambling casinos out of business. 


VII. The law and the regulations of the Bureau of Internal Revenue 
should be amended so that no wagering losses, erpenses, or ee se- 
ments of any kind, including salaries, rent, protection money, 
incurred in or as a result of illegal gambling shall he ded uctible vit 
income-tar purposes 

Under present income-tax law and regulations, criminals and 
racketeers in computing their incomes for tax purposes are permitted 
to deduct from their gross incomes the operating expenses and wager- 
ing losses of their illegitimate gambling enterprises. 

In the opinion of the committee, this is not only incongruous but 
highly undesirable. 

If organized professional gambling is to be stopped by any Federal 
enactment, this recommendation is best calculated to do so. 
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Even under present tax law (title 26, sec. 23h) there is some recog- 
nition of this principle. Gambling profits are taxable but gambling 
losses are not deductible when they exceed the winnings. The 
present law primarily hits the amateur gambler and the little man. 
The suggested revision would hit the big professional gambler. 


VIIT. The transmission of gambling information across State lines by 
telegraph, telephone, radio, television, or other means of communica- 
tion or communication facility should be regulated so as to outlaw 
any service devoted to a substantial extent to providing information 

used in illegal gambling 


Information is vital to large-scale bookmaking operations. The 
elimination of wire service to bookmakers is therefore of such impor- 
tance that a practical law must be devised to effect this end. The 
need is all the more essential because such wire service to bookmakers 
is now in the hands of Continental Press Service which enjoys an 
almost complete monopoly of this activity insofar as it exists on a 
Nation-wide scale. The committee points out elsewhere in this report 
that the control over the wire service exercised by the Chicago crime 
syndicate has made it possible for this crime syndicate and others to 
organize bookmaking operations throughout the country and to par- 
ticipate in their profits. 

The need for such suppressive legislation was pointed out by the 
Senate Committee on Interstate and Foreign Commerce in its excellent 
and well-considered report on the bill to prohibit the transmission of 
gambling information (S. 3358, 8lst Cong.). This conclusion was 
also reached by the mayors, State attorneys general, and other State 
and local law-enforcement officials who attended the Attorney 
General’s conference on organized crime in Washington on February 
15, 1950, and who adopted the following resolution: 

Be it resolved, That this conference go on record as favoring Federal legislation 
making interstate use of telephone, telegraph, or radio facilities for dissemination 
of horse-race results for illegal gambling purposes a Federal crime. Such a law 
would not be designed to prohibit dissemination of sports information through 
he generally accepted press associations and newspapers. 

The committee is now working on a specific bill for the purpose of 
accomplishing these ends, and at the same time, minimizing disad- 
vantages which may incidentally accrue to those who are engaged in 
the wholly lawful dissemination of news. To the extent that they 
may unavoidably cause incidental inconveniences to such persons 
engaged in wholly lawful operations, the committee desires to suggest 
and urge that these disadvantages be accepted as inevitable and neces- 
sary in order to accomplish a very important public purpose. It is 
believed that the specific legislation w il hold any such disadvantages 
to an absolute minimum. 

In general, the committee has in mind a proposal which would 
require all persons engaged in the dissemination of any information 
concerning horse-racing or dog-racing events or betting information 
on any other sporting event by means of interstate or foreign commu- 
nication to receive a license solely for these purposes from the Federal 
Communications Commission. 

It is proposed that such licenses shall be freely granted to any 
applicant unless the Commission establishes that the granting of 
such application would not be in the public interest, that the applicant is 
not of good moral character, or that the information will intentionally 
be disseminated directly or indirectly to any substantial number of 
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persons who would utilize it primarily to facilitate gambling activities 
or other activities in violation of the laws of the various States. 

No one seeking a license shall be able to evade responsibility for 
the ultimate use of the information provided by him merely because 
the ultimate user or any number of intermediate subscribers are inde- 
pendent legal entities. If an applicant seeking a license has failed 
to obtain available information concerning the use to which the infor- 
mation is put, the burden shall be on him to show proper intent. 
Licenses may be revoked for the same reasons for which they are 
denied. 

Every common carrier or other supplier of information concerning 
racing and sporting events should be required to maintain a list of its 
terminal points and drops, both for receiving and sending. The 
address of such terminal point shall be noted, together with the name 
of the person or persons operating such terminal facility. Such lists 
should be open to inspection by appropriate local, State, and Federal 
law-enforcement agencies. 

The committee has given consideration to the added burden which 
this proposal would place on the Federal Communications Commis- 
sion. But it feels that this Commission is well equipped to handle 
the problem, particularly if it is enabled to employ the necessary but 
small number of additional personnel, and if it receives full coopera- 
tion from this committee, from the successor to this committee, from 
the various executive departments and from the proposed Federal 
Crime Commission. 

The committee has given consideration to proposals that all dis- 
semination of betting information in interstate commerce be declared 
illegal, but has rejected this proposal at least for the present in the 
hope that the elimination of racing-wire service primarily for gambling 
will effect the desired result, with the minimum disruption of legiti- 
mate news dissemination activities. The committee has also con- 
sidered various proposals relating to delay in furnishing information 
concerning horse and dog races and other sporting events and believes 
the proposals set forth here will accomplish the result without the in- 
conveniences and difficulties attendant upon such alternative proposals. 

The committee intends to propose in the legislation to be sub- 
mitted that the operation of such a wire service without the requisite 
license suggested shall be made a felony. 


IX. The internal revenue laws and regulations should be amended so as 
to require any person who has been engaged in an illegitimate busi- 
ness netting un excess of $2,500 a year for any of 5 years previously, 
to file a net-worth statement of all his assets, along with his income- 
tax returns 


The necessity for a net-worth statement in connection with check- 
ing upon the income-tax returns of persons engaged in criminal activi- 
ties was clearly stated by Assistant Attorney General Caudle in his 
statement to the committee: 


Cases involving racketeers are difficult to prove. Gamblers and gangsters do 
not keep books to show their receipt of income. Therefore, it is usually necessary 
for the Government to rely on their year-by-year increases in net worth and their 
known expenditures. To make this type proof stick in court we must establish 
a beginning point from which to figure annual increases in wealth. And because 
these characters must hide their activities it is always difficult and sometimes im- 
possible to establish a starting net worth which excludes the possibility of other 
hidden wealth. 


83229—51——-2 
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In order to facilitate a check upon the income-tax returns of known 
criminals and racketeers, the committee recommends that they be 
required to file net-worth statements so that this essential beginning 
point for investigation will be available to the Government. 


X. The transmission of bets or wagers, or the transmission of moneys 

in payment of beis or wagers, across State lines by telegraph, tele- 

hone, or any other facilities of interstate communication, or the 
United States mails, should be prohibited 

Large bookmaking operations cannot be carried on without using 
facilities of interstate commerce and interstate communication. The 
Ericksons, Carroll-Mooneys, Rosenbaums, Gizzos, S. & G. Syndicates, 
and the Mickey Cohens all do a considerable lay-off business with 
each other as well as with other bookmakers throughout the country. 
All this business is carried on by telephone and telegraph. In addi- 
tion, bets in large volume are also laid off by telephone or telegraph 
at the tracks, thus depressing pari-mutuel odds and robbing legitimate 
bettors of their fair shares of the winnings. We have also seen that 
in the S. J. Rich Co. situation in St. Louis, the facilities of a tele- 
graph company were actually used to receive bets and money from 
bettors, as well as to pay off bettors. 

The Federal Government should not permit interstate communica- 
tion facilities or the mails to carry on bookmaking and gambling 
operations. It may be argued that the prohibition of all use of inter- 
state communication facilities or the mails to place bets or send 
money for wagers will throw an unreasonable burden on Federal law- 
enforcement agencies. Thousands of small bets are made over the 
telephone to bookmakers. However, the Federal Government should 
leave the elimination of these transactions to State and local officials. 
It should concern itself only with the larger bookmaking operations, 
where the link to organized crime is more clearly apparent. 


XI. The prohibition against the transportation of slot machines in inter- 
state commerce should be extended to include other gambling devices 
which are susceptible of gangster or racketeer control, such as punch- 
boards, roulette wheels, etc. 

The passage of the bill to prohibit the interstate transportation of 
slot machines was a blow to racketeering interests. The underworld 
has drawn great profits from slot machines for years. In the past, 
the manufacture of such machines was concentrated in the Chicago 
area, and the machines were distributed throughout the country. The 
recent statute makes a crime the transportation of a slot machine 
into a State where the operation of such machines is illegal. However, 
slot machines are not the only gambling devices from which gangsters 
and racketeers draw substantial profits. The lowly punchboard has 
attained the proportions of a major racketeering enterprise in many 

sections of the country. The committee has had before it evidence 
that the sale and distribution of punchboards are pushed by methods 
similar to those used in connection with slot machines. Since this is 
so, then, just as slot machines are barred from interstate commerce, so 
punchboards should likewise be barred. Other gambling devices, such 
as roulette wheels, might similarly be barred from interstate commerce 
because they too are used by racketeering interests in illegitimate 
gambling operations. 
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XIT. The penalties against the illegal sale, distribution, and smuggling 
of narcotic drugs should be substantially increased 

We have seen that there has been a serious increase in the narcotics 
traffic, particularly among teen-agers. One of the ways to curb that 
traffic is through the imposition of severe penalties. Mr. Harry 
Anslinger, Commissioner of Narcotics, testified before this committee 
that— 

The average prison sentence meted out in the Federal courts is 18 months. 
Short sentences do not deter. In districts where we get good sentences the traffic 
does not flourish. * * * Both the League of Nations and the United Nations 
have recommended more severe sentences as one of the best methods to suppress 
the traffic. 

In many countries that has been very effective. 

* * + & + * * 

There should be a minimum sentence for the second offense. ‘The commercial- 
ized transaction, the peddler, the smuggler, those who traffic in narcoties, on the 
second offense if there were a minimum sentence of 5 years without probation or 
parole, [ think it would just about dry up the traffic. 

In the light of this testimony, Congress should pass legislation to 
provide for increased penalties for drug peddlers and others engaged in 
the commercialized aspects of the drug traffic. Mandatory penalties 
of imprisonment of at least 5 years should be provided for second 
offenders. Such legislation is now pending in the House of Represent- 
atives where it is receiving the careful consideration of the Committee 
on Ways and Means. 

XIII. The immigration laws should be amended to facilitate deportation 
of criminal and other undesirable aliens. To this end, the committee 
recommends the adoption of the legislative proposal heretofore 
recommended by the Commissioner of Immigration and contained in 
section 241 of S. 716 (82d Cong.), now pending before the Senate 
Judiciary Committee 

Some of the criminals who occupy key positions in criminal gangs 
and syndicates are alien-born. Some came into this country illegally. 
Some have never been naturalized. Others obtained naturalization 
certificates by concealing their criminal activities. 


XIV. The Immigration Act of February 5, 1917, should be amended to 
provide punishment for smuggling, concealing, or harboring aliens 
not entitled by law to enter or reside in the United States 

Legislation to this effect has been proposed by the Department of 

Justice and is endorsed by the committee. This legislation (H. R. 

2793) is intended to overcome the decision of ~ United States 

Supreme Court in the case of U. S. v. vans (333 U.S. 483) which is 

authority for the statement that there is no aiid of law under 

which a person may be punished for committing any of the acts 
mentioned. 


XV. The Attorney General should be authorized to revoke suspensions 
of deportation and to make such revocation ground for the cancellation 
of certificates of naturalization granted aliens who have succeeded in 
getting their immigration status recognized but who are later found 
to be ineligible for such relief 

A bill to make this proposal effective is also pending with the House 

Committee on the Judiciary (H. R. 2258) and is endorsed by the 

committee and recommended for passage. 
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XVI. The personnel of Federal law-enforcement agencies should be ma- 
terially increased. Consideration should be given to eliminating 
inequities in the salaries of law-enforcement officers, many of whom 
are woefully underpaid for the duties they perform and the risks 
they undertake. 

In its interim report, the committee drew attention to the fact 
that Federal law-enforcement agencies were seriously undermanned, 
and recommended that increased appropriations be granted to such 
agencies. This action becomes particularly necessary because of the 
new duties which are thrust upon these agencies in connection with 
the struggle against organized crime. 

One of our most important law-enforcement agencies, the Bureau 
of Narcotics, operates today with an appropriation which is the same 
as or even less than appropriations granted it 20 years ago. The 
Bureau has only about 180 agents to cover the entire country at a 
time when narcotics violations are on the increase. The Bureau of 
Internal Revenue, as of May 31, 1950, had a total of 3,416 suspected 
tax-fraud cases either under or scheduled for investigation, with a 
total backlog of 9,110 cases under consideration. Many of these cases 
involve gangsters and racketeers. The size of the staff seriously limits 
the Bureau in following up and prosecuting these cases. The United 
States Secret Service, which investigates counterfeiting and forgery 
cases, is way behind in its case load, with but 18 agents in its New 
York office to handle a backlog of over 3,000 cases. 

Similar circumstances confront the Federal Bureau of Investigation, 
which is now called upon to perform much of the investigative work 
associated with the Nation’s internal security. 

This phase of its work, all-important as it is, should not be per- 
mitted to impair the crime-investigative aspects of the Bureau’s 
functions through lack of manpower. 

Under these circumstances the committee therefore recommends 
that investigative and enforcement staffs of the Government’s law- 
enforcement agencies should be materially increased. This is par- 
ticularly vital in connection with the Bureau of Narcotics. Con- 
sideration should also be given by the appropriate committees of 
Congress to increasing the pay of Federal law-enforcement agents to 
a point which will be commensurate with their responsibilities. 

It should be borne in mind that higher salaries for persons engaged 
in law enforcement will not necessarily result in a drain on the Treas- 
ury. Better law enforcement will bring increased revenues to the 
Government through collection of taxes which are undoubtedly now 
being avoided by the underworld. 

Spending of more money to compensate enforcement employees 
adequately will mean that reduced tribute will be paid to racketeers 
and gangsters by persons who unknowingly depend on gangster- 
infiltrated businesses for the purchase of commodities or services in 
their own communities. It is indeed a fact, well established by 
testimony before this committee, that where crime has enabled the 
gangster to infiltrate into legitimate business the average consumer 
has to pay increased costs, as witness the water-front rackets, through 
which millions of dollars in tribute are exacted by the racketeer—all 
of which ultimately comes out of the pocket of the consumer. 
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XVII. The existing Federal law with respect to perjury should be tight- 
ened; the committee endorses H. R. 2260 (82d Cong.) and recom- 
mends its passage 

Under existing Federal law, a person may not be convicted of per- 
jury for making contradictory statements under oath unless the indict- 
ment charges and the prosecution proves which of the statements is 
false. Under the rules of proof in perjury cases, for a conviction to 
be had, the falsity of the statement made under oath must be estab- 
lished by the testimony of two independent witnesses or by one witness 
and corroborating circumstances. 

The committee favors a revision of the law to provide that perjury 
shall consist of giving under oath or affirmation, within a period of 3 
years, willful contradictory statements on a material matter, either 
in proceedings before a grand jury or during the trial of a case; and such 
perjury could be established by proof of the willful giving or making 
of such contradictory statements without proving which one is false. 
The Attorney General has vigorously recommended this bill. 


XVIII. The Attorney General of the United States should be given au- 
thority to grant immunity from prosecution to witnesses whose 
testimony may be essential to an inquiry conducted by a grand 
jury, or in the course of a trial or of a congressional investigation 

The fifth amendment to the Constitution provides that no person 
“shall be compelled in any criminal case to be a witness against 
himself.’”’ The courts have construed this to mean that a person may 
remain silent if it appears that a criminal charge, however remote, 
may be made against him on account of any matters concerning which 
he is questioned. 

In the light of the history of the constitutional provision, it is clear 
that the granting of immunity from prosecution would present a 
means of obtaining needed testimony from one who might otherwise 
hide behind the constitutional protection against self-incrimination. 
If any witness, benefited by immunity, refused to testify, he could 
then be punished for contempt; or if he committed perjury in his 
testimony he could be convicted and punished. This power should, 
of course, be exercised only with the greatest caution, and only upon 
the written permission of the Attorney General after he has cleared 
the granting of immunity with other Federal agencies which might 
have an interest in the matter. 


XIX. The committee favors the passage of legislation providing for 
constructive service by publication or otherwise upon a witness whose 
testimony is desired who evades personal service upon him 

: f / 


Because of its experience with recalcitrant witnesses who evaded 
service of subpenas willfully and with obvious intent to hinder and 
delay the committee’s investigation, the committee believes that leg- 
islation is necessary to compel the presence of evasive witnesses; 
hence the foregoing recommendation. 

This would give congressional committees the same right to perfect 
service of subpenas upon witnesses as is now provided for in the 
Federal code for the appearance of witnesses required to appear 
before Federal courts. 
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Once construction service has been obtained, the witness would be 
subjected to punishment for contempt as contrasted with the present 
situation where the witness may be arrested and held for appearance 
but not punished for contempt. 


XX. The committee favors passage of the legislation recommended by the 
Alcohol Tax Unit of the Treasury Department to prevent racketeering 
elements from entering the liquor industry and to eliminate any now 
in it. The committee also favors passage of legislation which will 
extend the same Federal protection to local option States as is now 
extended to the wholly dry States against the ulicit transportation of 
liquor into the dry areas 


With respect to the question of racketeering elements in the dis- 
tribution of liquor there are now pending in the Congress bills S. 22 
and H. R. 137, which were introduced by Senator McCarran and Con- 
gressman King and which heretofore have in previous sessions been 
sponsored by them and other Members of Congress. The bills as 
they now stand require the annual renewal of basic permits to the 
liquor industry. The committee is of the opinion that annual renewal 
may impose too much of a burden upon the industry and the Alcohol 
Tax Unit, and the committee recommends that the proposed require- 
ment be relaxed to the extent of requiring renewal biennially. The 
Committee is also well aware of objections to the bill by the whole- 
sale end of the liquor industry, which has made the point that such 
a bill would seriously impair the industry’s ability to obtain credit. 
However, the committee believes that the problem of racketeering 
elements in the liquor industry is sufficiently serious to justify the 
passage of the basic permit sections of this legislation with the change 
noted above, and the committee is also of the opinion that the industry 
is overfearful of the effect it will have upon its ability to obtain credit. 

In recommending to the committee the passage of this bill, the 
Alcohol Tax Unit, through its representatives, has pointed out that 
many of the racketeering elements now in the industry are blanketed 
under the original post-repeal legislation with the result that the 
only effective means of eliminating them would be such new legislation. 

The committee does believe that the licenses of some individuals 
might be revoked on a positive determination that they are not 
persons of good moral character who would hold licenses against the 
public’s interest. However, the committee is aware of the practical 
problem involved and therefore feels that the Alcohol Tax Unit must 
receive the support of the Congress if it is to perform its functions 
effectively. The committee takes no position on features of this 
legislation other than the ones specified above. 

The bootlegging of liquor into dry and local option States has be- 
come a very serious problem because of the great volume of such illicit 
traffic. Many racketeers with connections in other illegal activities 
are engaged in this traffic. It has proven extremely lucrative, and is 
a substantial source of income to organized criminals. Moreover, it 
is a very vicious influence in the States affected. To cope with this 
evil the committee is recommending that the Bureau of Internal Rev- 
enue take steps to require better identification of applicants for 
special tax stamps required of retail and wholesale liquor dealers. 

While this will aid local law enforcement officers in identifying the 
traffickers in illicit liquor, it does not provide a complete solution to 
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the problem. Accordingly, the committee recommends the adoption 
of the bill introduced by Congressman Camp, House bill 1278, which 
would extend the same Federal protection to local option States as 
is now extended under Federal law to the wholly dry States. 

Under this amendment, the local option States would still be able to 
control the local traffic within their borders and to determine whether 
or not they want Federal assistance in preventing illicit shipments of 
liquor into dry areas. Even the Camp bill would not bring a com- 
plete solution to the problem. However, with additional enforce- 
ment personnel, plus a vigorous effort to identify all applicants for 
special tax stamps, it is believed that much can be accomplished. 
It is true that the cost of investigation of applicants for special tax 
stamps cannot be paid out of the $27.50 fee, but the public policy 
question involved is so great that this should not be too serious 
a consideration. 


NXI. The committee recommends that the present Federal regulation and 
application forms which require a listing of individual owners, part- 
ners, and holders of Alcohol Tax Unit permits, be amended, so that, 
in addition to the present requirements, the names of all beneficial 
owners will be stated: also that the application forms require the dis- 
closure of all previous arrests and convictions. A report should be 
filed with the Aleohol Tax Unit of every change in such interests or vn 
management as such occurs 


On November 8, 1950, the committee called an advisory meeting 
of the liquor and beverage industry, representatives of the Alcohol 
Tax Unit, and others interested to meet with the committee. An 
advisory committee was formed of which Carroll E. Mealey, Deputy 
Commissioner, Alcohol Tax Unit, was named as chairman. This 
committee made an extended study of the problems of the industry 
with particular reference to weeding out racketeers and other unde- 
sirable elements. The representatives of the industry and the Com- 
missioner did not come to an agreement on all pertinent matters under 
discussion. However, the industry and the Alcohol Tax Unit agreed 
that the foregoing recommendation would be one beneficial in pre- 
venting infiltration by racketeers into the industry, particularly at 
the wholesale level. They joined in this recommendation and it is 
highly recommended by the committee. 


XXII. The committee recommends that the Interstate Commerce Com- 
mission be required by law to consider the moral fitness of applications 
for certificates of necessity and convenience as one of the standards in 
acting upon applications for such certificates or transfers of certificates 
The transportation industry, including interstate transit systems, 

is especially vital to the economy and security of the Nation. The 

committee does not by this recommendation imply that there has 
been a substantial infiltration by racketeers into the industry. There 
have, however, been some incursions, and in view of the fact that the 
economy of the country depends upon a competitive and completely 
gangster-free management of this vital segment of business, the com- 
mittee feels that every means should be used to weed out the criminals 
and prevent them from obtaining a further foothold. 

In the section of this report dealing with racketeer infiltration of 
legitimate business, the committee has noted the intrusion of persons 
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into the industry who could not be expected to have the public interest 
in mind. Situations in New Jersey and Michigan which have been 
investigated by the committee show the necessity for this reecommen- 
dation. There are indications that possible competitors are fearful of 
filing applications for competitive permits where the territory is being 
served by a gangster-permeated company. 

The statute and regulations should require a listing under oath of 
officers, directors, and principal stockholders of companies and cor- 
porations making application for permits. The committee is aware 
of the difficulties in enforcement, but believes that the public interest 
necessitates such action. 

The committee is giving further consideration to and expects in a 
later report to deal with the problem of revocation of existing permits 
where it has been shown to the Interstate Commerce Commission that 
the holders of such permits do not have the requisite moral fitness. 


Where the foregoing recommendations call for new legislation, it 
will be drafted and submitted to the Senate by members of the com- 
mittee at the earliest possible time. 


INTRODUCTION 


The Special Senate Committee To Investigate Organized Crime in 
Interstate Commerce had its genesis in Senate Resolution 202, which 
was submitted on January 5, 1950, by Senator Estes Kefauver, Demo- 
crat, Tennessee, who subsequently became chairman of the committee. 
The resolution was referred to the Committee on the Judiciary, and 
upon being reported by the chairman of that committee on February 
27, 1950, was referred to the Committee on Rules and Administration. 

It was reported out of the Rules Committee on March 23, 1950, and 
on May 3, 1950, was considered and agreed to by the Senate. 

A week later, the President of the Senate appointed a committee 
consisting of the author of the resolution, Senator Kefauver, Senator 
Herbert R. O’Conor, Democrat, Maryland; Senator Lester C. Hunt, 
Democrat, Wyoming; Senator Alexander Wiley, Republican, Wis- 
consin, and Senator Charles W. Tobey, Republican, New Hampshire. 

The function of the committee was to make a full and complete 
study and investigation to determine whether organized crime utilizes 
the facilities of interstate commerce or whether it operates otherwise 
through the avenues of interstate commerce to promote any transac- 
tions which violate Federal law or the law of the State in which such 
transactions might occur. 

The committee was also charged with an investigation of the 
manner and extent of such criminal operations if it found them actually 
to be taking place and with the identification of the persons, firms, or 
corporations involved. 

A third responsibility which was charged to the committee was the 
determination as to whether such interstate criminal operations were 
developing corrupting influences in violation of the Federal law or the 
laws of any State. For purposes of the resolution there was included 
in the area to be covered the District of Columbia, the respective 
Territories, and all possessions of the United States. 
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The committee was originally intended by resolution to submit a 
report to the Senate not later than February 28, 1951, as to its findings 
with such recommendations as might be deemed advisable. The au- 
thority conferred by the resolution was to have terminated on March 
31, 1951, but both dates were extended, the date for the report to May 
1, 1951, and the date for the committee’s expiration to September 1, 
1951. 

The committee held hearings in pursuance of its charge in 14 cities. 
They included Washington, D. C.; Tampa, Fla.; Miami, Fla.; New 
York City; Cleveland, Ohio; St. Louis, Mo.; Kansas C ity, Mo.; New 
Orleans, La.; Chicago, Ill.; Detroit, Mich. ; Philadelphia, Pa.; Las 
Vegas, Nev.; Los Angeles, Calif., and San Francisco, Calif. 

In all, it heard testimony from more than 600 witnesses. Many of 
these were high officials of the Federal, State, and city governments in 
various areas visited by the committee. The record of testimony 
covers thousands of pages of printed matter and constitutes one of 
the most valuable documents of its kind ever assembled. This record 
has for the most part been put into print and has been made available 
to law enforcement officials and public authorities all over the country 
for their guidance and information. The balance of the record is 
being printed for publication, and with the extension of the life of the 
committee, will also be sent to parties in interest upon completion. 


ACKNOWLEDGMENT OF APPRECIATION 


At the outset of its report, the committee desires to acknowledge 
with its deepest appreciation the immense cooperation it has received 
from countless sources in the execution of its commission. 

The vast record it has compiled from testimony taken in 14 cities, 
which presented facts relative to conditions in most of the States of 
the Union, amply bespeaks the immensity and complexity of the task. 
The task has been performed within a short space of time, with a 
limited personnel which, although small in number, was able and 
zealous. The committee operated under a modest budget, consid- 
ering the enormity of the assignment. 

Not only was this cooperation most helpful but it was stimulating 
and encouraging because it indicated unquestionably to the committee 
and its staff that the people of the Nation, and particularly in those 
cities visited by the committee, were awakening to the menace of 
organized crime and were looking to this committee for guidance in 
an effort to cope with the problem. 

From the very first day of its organization the committee received 
communications from individuals and organizations throughout the 
Nation offering information for investigation and, where this was not 
available, tendering moral support for “the committee’s unde rtaking. 

This tide of communications, which started as a modest flow, 
swelled into a veritable flood as the committee’s activities approached 
a crescendo in its New York hearings. ‘The thousands of letters and 
telegrams directed to the committee were augmented by similar thou- 
sands addressed to individual Senators and Representatives. 

Again, the tenor of these communications was most heartening to 
the committee and its staff and although an attempt has been made 
by the committee to acknowledge receipt of these letters and tele- 
grams, a word of thanks to the senders is herewith expressed. 
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To catalog the individuals, organizations; local, State, and 
Federal agencies to which the committee is indebted for valuable 
assistance is virtually impossible. 

Many public-spirited citizens gave liberally of their time and know]- 
edge of local and national criminal operations to provide information 
to the committee and in numerous cases to appear as witnesses before 
it. It is significant of the high civic-mindedness that prompted the 
appearance of many individuals before this committee that a great 
many waived their rights to witness fees and reimbursement for travel 
expense. The committee also commends the numerous witnesses 
who, at personal risk of gangland retribution, testified in open or 
executive sessions. 

One of the greatest aids in ferreting out the activities of the under- 
world was provided to the committee by the President of the United 
States, in his Executive order making available not only pertinent 
income-tax returns of individuals under investigation as interstate 
criminals or having associations with such individuals, but calling 
on the respective Government departments and bureaus to make 
available to this committee their files and knowledge. It must be 
apparent that the President’s order was most effective and was 
probably the greatest single weapon at the committee’s disposal. 
Particularly, because of the trust in the committee implied by the 
President in his order, the committee has attempted to use its power 
impartially and judicially and has tried scrupulously at all times 
to protect and guard the rights of all persons involved. 

The vast files and limitless experience of the various Federal 
enforcement and investigative agencies proved fertile sources for 
many phases of this committee’s inquiry. Among the agencies in 
this group whose cooperation was of great help should be named the 
Department of Justice, including the Federal Bureau of Investigation, 
the Immigration and Naturalization Service; the Attorney General, 
his assistants and United States attorneys; the Treasury Department, 
including the Bureau of Internal Revenue, the Customs Bureau, the 
Alcohol Tax Unit, the Secret Service, and particularly the Bureau of 
Narcotics; the Post Office Department and such other agencies which 
the committee called on for assistance. 

In naming the various Government agencies mention should also be 
made of the contribution to the committee’s investigation by Hon. 
James V. Bennett, Director of United States Prisons. 

Most encouraging and helpful to the work of the committee in its 
travels around the country was the volunteered cooperation of count- 
less numbers of individuals who offered to make themselves available 
for any service the committee desired. 

To these public-spirited citizens, the committee acknowledges their 
assistance with deep appreciation. 

Outstanding in the ranks of those whose volunteer efforts added 
inestimably to the committee’s successful operation was Mr. Julius 
N. Cahn, executive assistant to Senator Alexander Wiley of Wisconsin, 
a member of the committee. Mr. Cahn’s innumerable helpful sugges- 
tions were always welcome. Through the kinu cooperation of Senator 
Wiley, his assistant attended many sessions of the committee both in 
Washington and in the field and thus became very familiar with the 
background and detailed activities of the group. Mr. Cahn was, 
therefore, in an excellent position to help with soundfadvice in formu- 
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lating decisions in the public interest as situations arose. The com- 
mittee therefore takes this occasion to voice its thanks to him. 

Also of great assistance in many varied ways during this inquiry 
were Mr. A. J. Bourbon, administrative assistant to Senator Herbert 
R. O’Conor, of Maryland, and Mr. Charles Neese, administrative 
assistant to Senator Kefauver, the Chairman. ‘To both these gentle- 
men go the committee’s thanks. 

The staffs of other members of the committee were also called 
upon in many instances and always responded eagerly. George 
Green, of the Senate Judiciary Committee, and Mrs. Vivian Lynn, 
formerly of the Senate District of Columbia Committee, have 
materially aided the committee. 

An expression of appreciation should be recorded for the cooperation 
and assistar ce of the Commission on Organized Crime of the American 
Bar Association, of which former Secretary of War Robert P. Patterson 
is chairman. 

All members of the Commissior actively participated in the pro- 
gram. Through them, the American Bar has rendered a tremendous 
service to the committee. The Commission members included: 
Walter P. Armstrong, Jr., Memphis, Tenn.; Howard L. Barkdull, 
Cleveland, Ohio; Arthur J. Freund, St. Louis, Mo.; Phillip S. Haber- 
mann, Madison, Wis. ; Laurance M. Hyde, Jefferson City, Mo.; and 
Chief Judge Bolitha J. Laws, W ashington, D.C. 

On several occasions it has made available the talent and wide 
experience of Judge Morris Ploscowe, of New York City, executive 
director of the Commission, who has been of outstanding service in 
the preparation of the committee’s reports, as noted e ‘Isewhere herein. 

Throughout the country where hearings were held by the committee 
facilities were made available for holding these sessions by the judges 
of the United States district courts, to whom gratitude is freely 
acknowledged, as well as to the various Federal district attorneys and 
members of their staffs who also facilitated the holding of hearings 
by providing office space and in many cases stenographic assistance. 

Service of subpenas was expedited by United States marshals and 
their assistants, to whom thanks are due. Building custodians and 
their staffs frequently had to work overtime by reason of the protracted 
sessions of the committee that sometimes continued into the night. 
These are only a few of the many in Federal service who helped in 
facilitating these hearings. 

State and local officials, from governors of States and mayors of 
cities, down to policemen on their beats went out of their ordinary 
paths to be of assistance to the committee. Crime commissions com- 
posed of citizens, like those in Greater Miami, Chicago, St. Louis, and 
the State of California, provided dossiers on local crime conditions 
which advanced the starting point of committee investigators. Special 
thanks are expressed to Daniel Sullivan of the Greater Miami Crime 
Commission and Virgil Peterson of the Chicago Crime Commission 
and their officers and staffs. The work of these two crime com- 
mittees through their courageous officers and most able directors is 
outstanding and serves as a splendid example for other voluntary 
crime commissions. 

Another source from which the committee received splendid coop- 
eration in its investigative activities was the American Telephone 
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& Telegraph Co., and its affiliates whose help is herewith gratefully 
acknowledged. 

One of the most effective means of establishing whether a hoodlum 
in one State had affiliations or associations with a fellow-gangster in 
another State was by tracing telephone calls. This called for the 
expenditure of much manpower and time by the American Telephone 
& Telegraph Co., and it should here be recorded that all this tremen- 
dous research was conducted at the sole expense of the telephone 
companies. 

The committee regards as invaluably helpful the splendid direct 
and indirect aid and support given by the mass media of public infor- 
mation of the United States in the committee’s work. 

It is doubtful indeed if the activities of any similar governmental 
group has received such widespread coverage as was given to the 
earings and reports of this committee. 

Newspapers were particularly helpful because in their own particular 
locales they have, over the years, amassed archives of information 
about crime, all of which were freely made available to the committee. 
The crime reporters of many great newspapers have been of invaluable 
assistance to the committee. The willingness and courage of the 
press in printing full information on the activities of gangsters, 
criminals, and their political protectors have achieved many notable 

results in improved law enforcement. At times, the committee was 

helped by the constructive criticism of some of the local press. It is 
noteworthy that many of the country’s foremost journalistic specialists 
in crime news were assigned by their respective publications to travel 
the length and breadth of the Nation with the committee to cover 
its hearings. The committee regrets that some inconvenience has 
been caused the press because of the difficult circumstances under 
which the committee has had to operate. 

Magazines, too, should be credited with independently researching 
the subject of interstate crime operations and with furnishing com- 
mittee investigators many fruitful leads that helped to round out 
the picture of organized crime in the United States. 

The committee subscribes most heartily to the statement of J. 
Edgar Hoover, Director of the Federal Bureau of Investigation, that 
if there were in every town in the United States a crusading newspaper 
which, without fear or favor, would turn the spotlight of pitiless 
publicity on corruption, gambling, and vice in its area, major progress 
would have been made toward cleaning up that particular community. 

Testimony before this committee was carried into millions of 
American homes by wireless, first by radio and toward the closing 
stages via the newest electronic communications device—television. 

The committee recognizes that a major part of the credit for the 
vital impact of this committee’s most recent hearings on the public 
was due to the televising of the sessions. Never, prior to that time, 
had a congressional hearing received such a public airing or viewing, 
nor before such a huge audience. It has been estimated that the 
hearings in New York were watched by upward of 30,000,000 persons. 

These telecasts, in the opinion of the committee, have had a most 
salutary effect in awakening the public to the menace of organized 
racketeering that now confronts our national life. For the first time 
the public was able to see and hear the notorious hoodlums to whom 
it was, in one form or another, paying tribute, to determine for itself 
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whether or not these men are wholesome influences in public affairs, 
and whether they should be permitted to wax even more powerful 
than they are now. 

Television can undoubtedly be a tremendous power for good; as 
a means of public education it is superb. But its employment in- 
volves serious consideration of many new factors. 

One of these is the possible invasion of the rights of privacy—a 
claim which was raised by several witnesses who refused to have their 
faces screened although they did not object to the broadcast of their 
voices over wireless radio. This broad legal question has already 
been the subject of considerable learned de bate; there will undoubtedly 
be more before a final adjudication is made by the courts. 

It should be noted that two of the committee’s witnesses, Morris 
Kleinman and Louis Rothkopf, raised this issue of privacy and the 
alleged onerousness of the conditions under which they were asked 
to testify—conditions which included the presence of microphones, 
news-reel cameras, television cameras and still photographers—to all of 
which they objected. These individuals were cited for contempt for 
refusing to reply to pertinent questions at a properly constituted 
hearing of the committee. It was strongly felt by the committee 
that their stated ground for refusal to testify was actually a subterfuge 
for a more cogent reason. 

In addition to the legal implications, our committee sees in televi- 
sion a medium which raises whole new or intensified issues of public 
policy insofar as the screening of congressional activities is concerned. 
It is for that reason that the committee feels that a code of congres- 
sional procedure should be worked out so as, among other things, to 
insure the continuing dignity and maximum effectiveness of legislative 
proceedings which might be televised as well as to preserve the con- 
stitutional rights of citizens. Nevertheless, our committee commends 
the television industry which devoted so much time at considerable 
cost to our committee’s proceedings. 

The dignified and restrained handling of the television broadcasts of 
the hearings by the respective stations and networks involved, and 
their personnel, speaks most highly for the public spirit of this rela- 
tively new medium and for its judicious approach to a new problem. 

Through the motion-picture newsreels, millions of American theater- 
goers were able to follow the committee’s activities in all parts of the 
country. The newsreels were particularly cooperative in New York 
City where limited space in the hearing room necessitated a pooling 
arrangement under which two or three cameramen made the pictures 
which were then made available to all film companies on an equal 
basis. 

One innovation that marked the newsreel coverage of this com- 
mittee’s hearings was the release of a film nearly an hour long that 
graphically depicted the highlights of the entire series of hearings 
and was seen by an audience estimated in the millions. 

Finally, the committee, speaking for the Senate and the American 
people whose servant and representative it is, acknowledges with deep 
gratitude and respect the contribution of every member of the com- 
mittee staff to this most notable result. 

Seldom, if ever before, has a congressional committee been favored 
with suc h a splendid group, working as a team with but one objective 
in mind. Dispassionately and intelligently this group attacked one 
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of the most complex and widespread fronts and drove wedges of 
information into it that enabled the committee to throw light on it 
not only from the front but from the rear, and even from underground 
whence more than a few witnesses came to testify to the evil prevalence 
of Nation-wide crime. 

The sparking genius behind this excellent staff deserves the com- 
mendation not only of the Senate but the entire Nation—the com- 
mittee’s chief counsel, Rudolph Halley, of New York. 

From the very inception of our committee, Mr. Halley displayed 
the keenest of insight into the nature of the problem, and an indefat- 
igable energy that overcame the limitation of time imposed on the 
committee prior to its extension of authority. In a spirit of sacrifice 
of his own personal comfort and aggrandizement, Mr. Halley relent- 
lessly and tirelessly pursued his course against the most feared under- 
world gangs in America. 

How well he earned the plaudits of the Senate and the public is 
now, through television, a familiar story. This record would be in- 
complete, however, without a final accolade bestowed on him, and 
this expression of merit: ‘‘Well done!”’ 


SUGGESTIONS FOR ACTION BY STATE AND LOCAL 
GOVERNMENTS 


The enactment of the afore-mentioned recommendations will do a 
great deal to break up criminal gangs and syndicates and make 
considerably more difficult the use by organized crime of the facilities 
of interstate commerce and interstate communication. The com- 
mittee, however, has stressed above that if organized crime is to be 
brought under control, State and local law-enforcement agencies must 
do their part. 

The violations of criminal statutes committed by the members of 
criminal gangs and syndicates are, for the most part, violations of 
State laws. In order that State and local law-enforcement machinery 
and procedures be strengthened and become more effective in dealing 
with organized crime, the committee makes the following suggestions 
of a broad nature, believing they may be helpful and in the public 
interest and in conformity with the letter and spirit of Senate Reso- 
lution 202. 


I. A committee might well be appointed in each State to make a thorough- 
going investigation of the problem of organized crime 

The fact that so many of the conditions which breed organized 
crime are beyond the reach of Federal authority makes it absolutely 
vital that the various States institute sweeping inquiries into organized 
criminal conditions within their borders. The able reports and recom- 
mendations of the special crime study commissions appointed by 
Governor Warren in California indicate how effective such inquiries 
can be in formulating State and local policies in dealing with organized 
crime. Noteworthy State action has been taken in Ohio and Illinois 
by Governors Lausche and Stevenson. It should be noted that the 
disclosures resulting from our hearings in New York prompted the 
appointment by Governor Dewey of a five-man crime commission to 
investigate and act against racketeers and “the links between organ- 
ized crime and units of State government in New York State.”” The 
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action of these and of other Governors should be emulated in other 
States. 


IT. Grand jury investigations could well be instituted in every community 
in which wide-open gambling and racketeering conditions exist, so 
that local responsibility for such conditions can be fixed and deter- 
mined 

The grand jury is the traditional organ of law enforcement charged 
with the responsibility of uncovering corruption in Government and 
misfeasance and nonfeasance in office of public officials. Under ade- 
quate leadership grand juries can do a great deal to help local com- 
munities clean house. Steps should be taken in each State so that 
grand jury attention can be focused upon local conditions that con- 
tribute to organized crime. In order for grand jury inquiries to be 
effective, they must be freed from such hampering restrictions as are 

ee in the Illinois laws which limit the terms of grand juries to 30 

ays. 


III. It might be advantageous for each State to institute a survey of its 
law-enforcement agencies with a view toward bringing about greater 
cooperation between agencies, greater centralization of responsibility 
for lax enforcement of the criminal law, and greater efficiency 

The committee has been impressed by the failure of independent 
local units of law enforcement to work together harmoniously to elim- 
inate gambling and racketeering conditions from their communities. 
In metropolitan areas, there usually are large numbers of independent 
city, town, and village police forces which work together or refuse to 
cooperate, as they please. The sheriff of the county operates independ- 
ently of other law-enforcement agencies and frequently pursues law- 
enforcement policies which are diametrically opposed to theirs. The 
district attorney, or the State’s attorney, sometimes works with and 
sometimes against both the police and the sheriff. Exactly who is 
responsible for what in the law-enforcement field is frequently a matter 
of conjecture and dispute. The very organization of law-enforcement 
agencies in local communities makes it difficult to fix responsibility for 
widespread violations of the criminal law. This necessarily leads to 
“buck passing’’ and evasion of responsibility. 

The committee cannot find the answers to the problems which local 
organization of law enforcement presents with the data presently 
available. The patterns of local law enforcement are deeply embedded 
in the constitutions and laws of the several States. They were evolved 
at a time when conditions of life were much simpler and when crime 
conditions were not as complex as they are today. They require 
thorough overhauling, and a thorough re-examination in the light of 
what is required to combat present-day syndicated and organized 
crime. The several States cannot hope to control jet-plane criminality 
by the horse-and-buggy methods evolved in the early nineteenth 
century. 

Any survey of State and local law-enforcement agencies must con- 
sider such problems as: 

1. The combination of small independent local police forces into 
larger regional units which will be adequately staffed and equipped to 
cs criminal investigations and to deal with organized crime. 

2. The elimination of the law-enforcement responsibilities of the 
sheriff’s office. 
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3. The more adequate policing of rural areas by State police units. 

4. The closer integration of local police forces and local police 
activities with the work and efforts of State police units. 

5. The provision of better methods of recruiting and training local 
and state police officials. 

6. The provision of higher standards of pay for persons engaged in 
local law-enforcement work. 

7. The elimination of the traditional coroner’s office and substitu- 
tion of adequately staffed and equipped medical examiner’s offices. 

8. A clearer definition of the function and the responsibilities of 
the local prosecutor in connection with the investigation of criminal 
cases. 

9. The steps necessary to secure greater stability of tenure and 
greater professionalization in the local prosecutor’s office. 

10. The provision of a greater degree of centralized control of the 
work of local prosecutors, either through the Attorney General or 
the Governor’s office. 

11. The tightening of legal provisions concerning the removal of 
lax and faithless law-enforcement officials, who fail to carry out their 
sworn duties. 

12. More law enforcement officials should be brought under civil 
service regulations; in some places these regulations should be revised 
in order to facilitate the separation from the service of corrupt and/or 
inefficient enforcement officials. 

Surveys of State law-enforcement agencies which come up with 
answers to such problems will make vital contributions to the improve- 
ment of methods of dealing with organized crime. 


IV. Organization of rackets and special purpose squads in each State 
with sufficient manpower and authority to make investigations and 
arrests in connection with organized criminal activities would be 
helpful. Such squads are particularly desirable on both the State 
ae levels, in connection with the suppression of narcotics 
tra 


State surveys which would provide data for fundamental changes in 
law-enforcement organizations, will take a long time. In the mean- 
time, the State governments must take the initiative in dealing with 
the immediate problems presented by organized crime. 

The need for State law-enforcement activity is particularly acute 
in the suppression of the illicit sale and distribution of narcotics. In 
narcotics there has been, as we have seen, a tremendous upsurge in 
activity. A great deal of narcotics drugs are presently being sold to 
our “teen-age” youth, resulting in their consequent demoralization. 
Energetic methods are necessary to combat the drug traffic. A well- 
trained squad of men operating throughout the State who are thor- 
oughly familiar with the methods of narcotics peddlers and who will 
cooperate closely with the Federal Narcotics Bureau, could do a great 
deal to stem this vicious traffic which lives from the slow murder of 
its customers. Similar squads might also be organized in the larger 
cities to cooperate with State officials and with the Federal Govern- 
ment. 

Racket squads would also be very valuable in other fields of criminal 
activity in which organized criminal gangs are presently engaged. 
Where local enforcement breaks down in connection with gambling 
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operations, for example, conditions can be materially improved by 

State police squads acting under the direct authority of a vigorous 

governor. 

V. Each State would do well to analyze the provisions of its criminal law 
and its sentencing practices so as to make certain that deterrent sen- 
tences are imposed upon offenders engaged in criminal activities 
connected with organized crime 

Organized criminal activities cannot be controlled by the imposition 
of small fines. Yet this is the normal technique for dealing with suc ‘h 
racketeering activities as bookmaking and the numbers, or policy 
game. Persons convicted of taking bets and engaging rin bookmaking 
operations and persons who collect policy numbers are usually 
punished only by small fines. This has absolutely no deterrent effect 
upon key individuals who control the rackets or upon the small fry 
who are normally brought before our courts. The fine is looked upon 
merely as an expense of doing business and is usually paid by the 
banker of the policy game or the backer of the bookmaker. A fine 
may be called for in connection with a conviction for the first time of a 
violation of the gambling laws. But certainly second and subse ‘quent 
convictions should be more severely dealt with. Such severity is vital 
if mobsters who run the bookmaking and policy rackets are to be 
controlled. When subordinates in the racket understand that they 
are exposing themselves to prison sentences and that their employers 
cannot absorb penalties imposed upon them, they will be less likely 
to engage in illegal activities. Similarly, more drastic penalties 
appear to be indicated in connection with the violation of State 
narcotics laws. It is the considered opinion of the Federal 
Bureau of Narcotics that drug peddlers can only be controlled by 
drastic penalties. Surely the harm that these individuals do to others 
clearly warrants such action. 

Here again, the committee can make only the general recommenda- 
tion that each State review its criminal penalties and the sentencing 
procedures used by its judges. If these follow the pattern which has 
been indicated above, then a revision so as to provide more deterrent 
penalties would appear to be indicated. 


VI. Each State should consider legislation making it possible to deprive 
any establishment of its license which permits gambling games or 
gambling operations on its premises 

Local and State licenses are required from many different types of 
establishments, hotels, night clubs, taverns, restaurants, candy stores, 
etc. Racketeers frequently use such establishments as locations for 
slot machines, punchboards, and other gambling games or conduct 
other types of gambling operations, such as bookmaking or the col- 
lection of policy numbers on these premises. In Minnesota, Wis- 
consin, and Lowa, statutes have been enacted which make it possible 
to strip such establishments of their license to do business if they are 
permitting gambling operations to be conducted on their premises. 

The committee commends such statutes to the attention of other 

States. If a businessman knows that he may lose his license if he 

permits a violation of the gambling laws to take place in an establish- 

ment that he operates, he is less likely to listen to the racketeer who 
is seeking to use his establishment as a base for enterprises that 
violate the law. 


83229—51—3 
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VII. A citizen crime commission charged with the duty of observing the 
activities of local law-enforcement agencies and with the duty of 
observing and reporting on local crime conditions would be helpful 
in each large community 


Public apathy has in large measure been responsible for many of 
the conditions disclosed by the committee. This apathy is due in 
large part to a lack of knowledge of crime conditions on the part of 
the citizens living in the cities visited by the committee. Even 
where some knowledge was present, the leadership to do something 
about malodorous crime conditions was frequently lacking. The 
function of a local crime commission is to provide both knowledge and 
guidance. Its task is to expose pitilessly the racketeers who grow 
fat on crime and their allies in law enforcement and in political 
organizations. Local crime commissions have contributed con- 
siderably to more effective methods dealing with crime in such cities 
as Chicago and Miami and have pointed the way to the kind of public 
service that such organizations can render. The committee notes 
with approval the organization of the Greater New York Crime 
Committee in New York City. Similar organizations should be set 
up in every metropolitan area. 


THE CITY STORIES 
MIAMI 


The principal activity of organized criminal groups in the Miami 
area at the time of the committee hearings was gambling. Card games, 
dice games, numbers games, roulette and other gambling wheels 
operated in establishments varying from the well- appointed air-con- 
ditioned casinos set up for the purpose, to night clubs and restaurants 
and private rooms in various hotels. Bookmaking operated out of 
newsstands, cigar stands or elaborate horse rooms, in most hotels, 
and even from specially fitted cabanas on the beach. 

Bookmaking was largely in the hands of local residents with long 
experience in the field. The gambling casinos and games, on the other 
hand, were almost wholly owned and operated by the racketeers and 
criminals from all over the country who had made the area their 
gathering place, and several Miami hotels, their headquarters. 

At one time 52 more or less elaborate gambling casinos operated 
in Broward County alone. At the time of the hearings, the principal 
casinos operated by the out-of-town gangsters and racketeers were the 
Greenacres, the Club Boheme, the Island Club, and the Club Collins. 
The Greenacres and the Club Boheme were operated by a group 
including Frank Erickson of New York, Joe Adonis and the Lansky 
brothers of New York, and Mert Wertheimer of Detroit. In Green- 
acres, William Bischoff (Lefty Clark) and Joseph Massei operated a 
crap game. 

Erickson, his agents and associates, made the Wofford Hotel 
their headquarters. The hotel was operated by a former New York 
lawyer, Abe Allenberg, brought to Florida to represent Erickson 
in his race-track interests, and set up in the hotel business with money 
provided by Erickson. Allenberg’s partners in this venture included 
the notorious gangsters Anthony Carfano from New York and John 
Angersola from Cleveland. 
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Allenberg testified that crap and card games for high stakes were 
conducted in upstairs rooms by racketeering associates of his partners. 
Erickson’s agents lived in the hotel, while they conducted his large- 
scale illegal lay-off and come-back betting operations and used the 
banking facilities of the hotel for cashing checks tendered in payment 
of lost wagers on horse races. 

Two other nearby hotels, the Grand and the Sands Hotel, served 
as headquarters for the Detroit, Philadelphia, and Cleveland mobs. 

The operations of the gambling casinos showed tremendous profits. 
The net reported income from the Greenacres-Club Boheme combina- 
tion, totaled $348,821.48 in 1948, and $599,073.44 in 1949. In 


in reported income for the 1949 season. 
S. AND G. SYNDICATE REPORTS $26,500,000 GROSS 


Testimony disclosed that the largest organized bookmaking opera- 
tion in the Miami area was conducted by the S. and G. Syndicate, 
a group of five local bookmakers who, until 1944 had operated inde- 
pendently. In 1944, they agreed to eliminate competition among 
themselves and make the financing of other bookmakers their business. 
By 1948, this business, according to its own books, controlled conces- 
sions at 200 hotels and grossed over $26,500,000 in bets. The Federal 
Government, investigating the individual returns of the partners, has 
contended that even on the basis of the reported gross, the net reported 
income of $466,504 is substantially below the true income. 

On the basis of the reported gross bets, and the mathematically 
established minimum net return used at the pari-mutuel tracks, the 
committee calculated that the net profit for the members of the syn- 
dicate must have been over $2,000,000. Cther observers of the 
Florida bookmaking scene put the S. and G. gross income at between 
$30,000,000 and $40,000,000 and its net income at between $4,000,000 
and $8,000,000 a year. 

The S. and G. Syndicate maintained an executive office, with Ed- 
ward Rosenbaum as the active manager, where the daily collections 
from bookmakers were received, their records kept and the periodic 
accountings made. At an elaborate penthouse office atop a midtown 
hotel, telephone connections to all parts of the country from California 
to New Jersey and from New Orleans to New York, made it possible 
to keep a constant check on bets at the Nation’s important race 
tracks. Here, the up-to-the-minute racing news coming in over the 
wire service was received. At branch offices throughout Miami Beach, 
S. and G. received information from their bookies and the bookies in 
turn could receive information from the wire service. 


200 BOOKIES DEALT WITH §S. AND G. 


Just under 200 bookies dealt with the S. and G. Every bookie 
made his own arrangements with a hotel for permission to take bets 
on its premises, and paid for the concession and necessary employees 
out of his own pocket. As bets were placed, the bookie would tele- 
phone them in to an S. and G. branch office, and at the end of each 
day he either deposited his winnings with the S. and G. office, or had 
them picked up by a collector. On the rare occasions when his losses 
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exceeded his winnings, he picked up cash from the S. and G. to make 
his payoffs. At the end of the month or the season, depending on 
individual arrangements, the bookie and the S. and G. made a 50-50 
division of the profits from the operation. However, certain expenses 
of operation—an agreed-upon portion of the rent for the concession, 
which might range from $3,000 to $50,000 a year, salaries of employees 
hired by the bookie, and fines levied on the bookie—were deducted 
from the profit before the division of profit was made. But after the 
division, from his own half of the profits, the bookie paid the syndicate 
upward of $75 a week for the racing news service, and another $50 to 
$75 a week for operating expenses. The partners denied the con- 
tention of one bookie, that the money for operating expenses was 
“ice” or protection money, that independent bookies understood that 
they would be raided, while bookies belonging to the S. and G. were 
not. But the committee established that the S. and G. suffered little 
from police interference. The attorney for the syndicate admitted 
that from 1944 to 1950 the syndicate bookies had suffered no greater 
indignity than fines; that they never received a jail sentence, and that 
as soon as their fines were paid, they went back into business. Two 
members of the syndicate, Levitt and Salvey, admitted to a record 
of arrests years back. The former, despite several convictions, had 
never been to jail. The latter had never even gone to trial. Both 
admitted to the offenses of bookmaking, with which they had been 
charged. 

It was also apparent that the S. and G. syndicate members enjoyed 
cordial relationships with members of the city government and law- 
enforcement agencies. Their attorney admitted he had been influ- 
ential in getting a former law associate selected as a judge. In their 
numerous and extremely profitable real estate transactions, members 
of the S. and G. were represented by the city attorney, who was later 
expected to oppose for the city a change in the rezoning law which 
would have more than tripled the profits of the S. and G. members 
on their holdings in one of the most valuable sections of the beach. 
One partner, Salvey, inactive in the actual syndicate operation almost 
from the time of its formation in 1944, admitted to business relation- 
ships with William Burbridge, an influential city councilman, which 
had been extremely profitable to Burbridge.! A former police chief 
and a sheriff gave testimony indicating that the syndicate attorney 
was friendly enough with someone in the department so that he could 
be present at any raid of a syndicate book or a horse room or casino 
in which its members had an interest, or could appear on the scene 
almost immediately thereafter. There was evidence, too, that the 
syndicate made an effort to present a fair face to the community; 
records of donations to religious charities, to Boy Scout and Red 
Cross chapters, to hospitals, to firemen’s and policemen’s associations 
were shown. 

Until 1949, the syndicate members with their local contacts had 
been able relatively well to protect themselves from outside incursions. 
Erickson, and a local independent gambler named John O’ Rourke, had 
managed to get the gambling concession at the Boca Raton, and at the 

1 Salvey, a member of the syndicate, had taken a 99-year lease with Burbridge for $6,000 a year, for a piece 
of land on which Salvey was to pay the taxes. The other half of the property Salvey had bought outright 
for $25,000. Salvey had taken loans of $40,000 from Burbridge for short periods and paid interest at the rate 


of 20 percent. A cashier’s check for $1,000 sent by Salvey to Burbridge from California could not be ex- 
plained by either man; they simply did not know what it was for, 
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Roney Plaza, at the seasonal rentals of $22,000 and $45,000, respec- 
tively. Both had previously been operated by S. and G. conces- 
sionnaires. But Erickson was soon forced to give up his concession. 
Meyer Schine, owner of the hotel, testified that Pat Perdue, the 
Miami Beach one-man vice squad, ‘urged him to give the concession 
to the S. and G. When he refused, the Roney Plaza was raided by 
Perdue with great attendant publicity, and forced to discontinue 
gambling, in contrast to the usual discreet raids which ended 1 
fine and the resumption of gambling. 

. The following season, the Roney Plaza gambling concession was 
operated by an S. and G. member bookie. 


THE STORY OF THE RUSSELL “‘MUSCLE”’ 


In 1949, the S. and G. suddenly acquired a sixth partner, a Chicago 
resident, Harry Russell, whose connections with the Capone group are 
clearly established. The original members of the syndicate, questioned 
about Russell, stuck to a consistent story: they had heard he was 
attempting to take over concessions in Miami hotels owned by Chicago 
men, and further, they understood that he knew a great deal about 
baseball pools, into which the “y intended to expand. But they had 
made no similar approaches to any other competitors, nor could they 
show any baseball operations in their records after Russell became a 
partner. They claimed that they knew nothing of Russell’s Chicago 
connections. One of the members insisted that he had first approached 
Russell about the partnership. 

Just prior to Russell’s entry into the pertnerenip, the S. and G. 
had been subject to pressure from two sides. In January of 1949, 
shortly after the election of Gov. Fuller Warren, a special investigator 
named W. O. Crosby appointed by the Governor presented himself 
to the sheriff of Dade County and asked for help in raiding gambling 
establishments. In their testimony, neither Sheriff Sullivan nor 
Crosby could recall raids on any but S. and G. bookies. Crosby 
admitted that he knew Russell and had seen and become friendly 
with him in Miami during the period of the raids. Crosby had also 
seen and talked to William H. Johnston, a Chicago and Florida race 
track owner, a long-time associate of the Capone gang, and a friend 
of Russell. There is more than a casual connection between the 
fact that Johnston contributed $100,000 to Governor Warren’s cam- 
paign fund and the fact that Crosby raided only 8. and G. locations 
with the knowledge of Russell. 

At about the same time, the Continental Press Service, which is 
controlled by the Capone gang, cut S. and G. off from the wire 
service, without which no large-scale bookmaking enterprise can dare 
to do business. When S. and G. attempted to get the news service 
from other bookmakers in Florida, service was cut off throughout the 
State. For some unexplained reason, though the syndicate found it 
could get the news from its bookie contacts in New Orleans, it did 
not do so. The lack of wire service compelled the syndicate to shut 
down operations for about 2 weeks. Service was resumed and the 
raids from Crosby miraculously ceased when Russell was taken in as 
a full partner of the S. and G. syndicate. He was said to have paid 
$20,000 for his share in the $26,000,000-a-year business. But a few 
months later, the S. and G. partners bought a boat owned by Tony 
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Accardo, an associate of Russell and the alleged leader of the Capone 
gang, for just exactly $20,000. Further evidence that the Capone 
mob merely muscled into the lucrative S. and G. syndicate using 
Russell as a pawn is had from the fact that the 1949 tax returns for 
the partnership of Accardo and Guzik show a loss of $7,240 attributed 
to the operations of S. and G. 

No business on the scale of the S. and G. Syndicate and the various 
gambling casinos, operated by notorious gamblers, could be run under 
cover. In fact, the business was run openly in violation of Florida 
laws, with the full knowledge of the community. Grand juries in 
1944 and 1947 had no trouble in finding evidence of operations. A 
1949 jury reported: 

We could not see any purpose in repeating the work of our predecessor juries 
to discover officially and at great length that crime and corruption do exist here 
(p. 736). Conditions have apparently not changed since the writing of the 1944 
grand jury report (p. 737). There is present in our community a large number 
of individuals of unsavory reputation. These persons are criminals of national 
stature (p. 736). All forms of gambling are flourishing, the 1949 jury found, 


and there appeared to be little effort to curb them, although they were being car- 
ried on right under the eyes of the police (p. 737). 


SHERIFF WAS TOLD ABOUT GAMBLING 


Daniel P. Sullivan, director of the Greater Miami Crime Commis- 
sion, set before the committee a detailed statement as to the gambling 
and bookmaking operations, the criminal records and backgrounds, the 
infiltration of these criminals into legitimate businesses in Florida, 
and their out-of-State connections. The crime commission and the 
Law Enforcement League of Dade County, had both called the atten- 
tion of the sheriff of the county to the open and notorious gambling 
operations. These activities went on, not only with public knowledge, 
but with a considerable amount of public acquiescence. In the words 
of the director of the crime commission: 

There is quite a large group of people that think that gambling is an asset in 
that it is an inducement to the tourists. They feel that it is just a question of 
placing a dollar bet, and the average person does not realize the ramifications of 
what happens when it becomes highly organized and operated by syndicates. 
Attorney General Ervin also called attention to the segment of public 
opinion which believes it is impossible to stop gambling, and that in 
any event it is good for business. Certain public officials with a 
demonstrated antipathy to law enforcement supported this viewpoint; 
the sheriff of Broward County flatly stated that he had been elect ed 
because he was known to have a liberal point of view, that he favored 
a wide-open town; the sheriff of Dade County observed that $20,- 
000,000 legal gambling at the tracks creates an atmosphere so favor- 
able to gambling that the illegal off-track gambling is hard to stop. 

The laxity of public officials in the face of this situation was de- 
scribed by the officials themselves. Sheriff Walter Clark of Broward 
County admitted that he knew the gambling places operating in his 
area. He had eaten in some of them at charity affairs, though he had 
never seen gambling there except when he went on raids. Raids were 
conducted only on complaint. He never checked up to see whether 
operations were resumed. Former Police Chief Short admitted that 
he had said he would have nothing to do with gambling. He left the 
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job entirely to one detective, Pat Perdue. Sheriff Sullivan admitted 
that although Florida has a statute compelling visitors with a felony 
record to register upon entering the State, he had no idea whether the 
notorious criminals in his area, of whose backer ound and presence he 
was completely aware, had complied with the law. Nor had he ever 
made any attempt to prosecute them for conspiracy to violate the 
laws of Florida. 


TECHNICALITIES USED TO BLOCK ENFORCEMENT 


The attempts of public-spirited citizens to remedy conditions were 
blocked by obstructive tactics of law-enforcement officials who took 
serene, of every technicality to avoid action within the State. 
When the Greater Miami Crime Commission offered the full facilities of 
its organization to Sheriff Sullivan in closing down the gambling ca- 
sinos, ‘Sullivan countered with a long brief to show that sheriffs had no 
re sponsibility for the repression of gambling, and with another describ- 
ing the rigid restrictions of the law of search and seizure which would 
hamper him in obtaining evidence of gambling operations. 

Honest law-enforcement officials ran into the same obstructive 
tactics. Since it was felt that the elected officials would not under- 
take to get evidence of gambling that would stand up in court, Judge 
Stanley Milledge acted “under the statutory provision and appointed 
an “elisor” to get such evidence. The efforts of the elisors so ap- 
pointed were hampered by the local police who appeared on the 
premises while a raid was in progress, and interfered with the work 
of the elisors. After arrests were made, an action was brought with 
the approval of the sheriff, contending that the elisor warrant was 
illegal. 

Where law-enforcement agencies took any action, it was apt to be 
for the protection of racketeers or the elimination of their rivals. The 
efforts of Pat Perdue to drive competitors of the 5. and G. Syndicate 
out of business, and of Crosby to use the local sheriff’s office for raids 
on the S. and G. but on no other bookies or gambling joints, have 
already been mentioned. The prompt appearance of the mouthpiece 
of the S. and G. Syndicate during the Crosby raids leads to the suspi- 
cion that someone from the sheriff’s office was tipping him off. Sheriff 
Clark admitted deputizing the guards who ran the armored trucks in 
which Broward County asain kept their bank rolls overnight. 

Three former deputy sheriffs in Sullivan’s office stated that the *y were 
instructed to refrain from making arrests for bookmaking. One of 
them was discharged after making inquiries about a bookmaking es- 
tablishment which happened to be run by a relative of the deputy. 

In the opinion of many witnesses, criminals from all over the Nation 
were able to act freely in the Miami area because the concentration of 
economic power they brought in from outside, enabled them to contro! 
local government and corrupt substantial portions of the community. 
“The profit motive in this thing is tremendous,” said Attorney Gene ral 
Ervin, “and they naturally have to protect their investme nt; and, if 
they can bribe or buy anybody, they naturally will do it.” Book- 
making and gambling, he stated, were dominated by syndicates 
including men so big that they can bribe and influence public officials. 
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ROCKETLIKE RISE IN SHERIFF’S ASSETS 


Considerable evidence of direct bribes to law-enforcement officials 
was presented to the committee. Where no direct bribes could be 
traced, there was the unmistakable evidence of wealth of public 
officials acquired during their terms of office. Sheriff Sullivan’s assets 
increased during his 5-year term from $2,500, which, was his net worth 
as given in a bank loan, to well over $70,000. This apparently does 
not include $26,000 which Sullivan and his wife sent to members of 
Mrs. Sullivan’s family in Maryland. His deputy, whose purchase 
of a new Cadillac in 1949 caused Sullivan a certain amount of 
uneasiness, retired after 4 years to a farm for which he paid $26,000, 
although his salary was never more than $4,200 a year. Both Sullivan 
and his deputy distrusted banks, and testified to keeping large amounts 
of cash in their homes in a tin box, an old fishing box, or in a blanket. 
Melvin Richard, a young councilman who had kept up an effective 
opposition to the machinations of the S. and G. Syndicate, and who 
was largely responsible for revealing their members’ close connections 
with the city government, testified that immediately after his election 
he was offered a share in the profits of the punchboard games in the 
area, if he would refrain from interfering with their operations. 

Sheriff Clark, of Broward County, made a very large fortune by 
participating in the profits of gambling ventures, and as a partner in 
the Broward Novelty Co., which operated an illegal bolita and slot- 
machine business. ‘The gross income of this company from 1945 to 
1947 was more than $1,000,000. 

In Florida, illegal gains from gambling and bookmaking, including 
funds rightfully due the Federal Government in taxes, were largely 
invested in homes, hotels, and other real estate. Like the local mem- 
bers of the S. and G., the visiting gamblers and bookmakers from 
Detroit and Chicago, and Cleveland and New York owned large ex- 
panses of property in Miami Beach and nearby sections of Florida. 
For years, Capone maintained a vast estate, and his successors and 
associates from other areas followed his example in buying elaborate 
homes for themselves and their families in the area. It has already 
been pointed out that the hotels which operated as headquarters for 
these gangsters.and as locations for their gambling games, were owned 
and operated by the gangsters or their associates. There was also 
testimony that the racket element had an interest in a wired-music 
organizations whose chief stockholder was the operator of the Club 
Collins, one of the gambling casinos. 

But the director of the Greater Miami Crime Commission, under 
questioning by Senator Hunt, estimated that a large proportion of 
the money made in gambling and bookmaking in Broward County 
and elsewhere was not invested or spent in Miami, but siphoned out 
of Florida by the visiting racketeers. It therefore represented not a 
boon to business, but a net loss to the Florida community. 


REINSTATEMENT OF SHERIFF JAMES SULLIVAN 


The committee cannot understand and strongly condemns the 
reinstatement by Gov. Fuller Warren, of Florida, of Sheriff James 
Sullivan without a full and public investigation of all the facts 
brought out by this committee and by the Dade County grand jury. 
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KANSAS CITY 


The committee held hearings in Washington and in Kansas City, 
Mo., to study the extent and interstate implications of organized 
crime in Kansas City. In the conduct of its hearings, the committee 
was greatly aided by the Federal law enforcement agents in Kansas 
C ity, and by the Kansas City Crime Commission. In addition, the 
committee had the benefit of the findings of the Federal grand jury 
which held extensive hearings in Kansas C ity in 1949 and 1950. In 
the course of its executive and public hearings, the committee heard 
a total of 48 witnesses, including Gov. Forrest Smith, and repre- 
sentatives of the law enforcement : agencies of Kansas City as well as 
a number of the city’s known gamblers and racke ee rs. 

The committee’s investigations indicated that while bootlegging 
and narcotics peddling still exist on a small se ale i in Kansas City, the 
vigilance of the F ederal alcohol tax inv estigators and the investigators 
for the Federal Bureau of Narcotics has greatly reduced such ‘viola- 
tions from previously bad conditions. ‘The committee found that 
there were a number of gambling houses operating in and around 
Kansas City and that, with the end of prohibition and the dissolution 
a decade later of the organized narcotics rac ‘ket in Kansas City, the 
majority of the city’s racketeers had concentrated their energies on 
gambling or activities relating to gambling. 

As in other cities, a number of Kansas C ity racketeers have entered 
into legitimate business, sometimes as a front for gambling activities, 
but in other cases, purely for the revenue that can be secured from 
combining otherwise legitimate enterprises with hoodlum methods to 
make sales and maintain monopolies. ‘The committee found evidence 
of criminal infiltration and hoodlum tactics in the wholesale and retail 
liquor business, in the distribution of juke boxes and pinball machines, 
in the operation of a Kansas City bakery, and the operation of the 
horse race wire service. The problem of infiltration of legitimate 
business by criminals and racketeers is discussed at length elsewhere 
in the committee’s report. 


GAMBLERS GROSS $34,000,000 A YEAR IN KANSAS CITY 


The Federal grand jury investigating crime in Kansas City, Mo., 
found that the ‘gambling business had, in years past, grossed more 
than $34,000,000 a year. 

Until his violent death in April 1950, Charles Binaggio was generally 
conceded to be one of the central figures in Kansas C ity gambling 
circles. Binaggio occupied a dual position in Kansas City. “In addi- 
tion to his extensive gambling activities, he was the leader of the 
First Ward Democratic Club, and it was generally conceded that 
he could control an important segment of the Democratic vote in 
the city. Binaggio and Charles Gargotta (who was murdered with 
Binaggio), Anthony Gizzo, and Thomas Lococo were among the 
racketeers who dominated Kansas City gambling. The testimony 
before the committee indicated that these men and their close 
associates, most of whom had criminal records, had an interest in 
most of the gambling carried on in the city. Binaggio held a one- 
fourth interest in C oates House, a bookmaking establishment which 
in the year 1948 made a net profit of $100,000. He was associated with 








38 ORGANIZED CRIME IN INTERSTATE COMMERCE 


Gizzo and several others in this enterprise, and also had an interest 
at various times in other gambling operations, including the Last 
Chance Tavern, where he ran a dice game in partnership with Gargotta 
and Lococo and Morris “Snag” Klein and Phillip E. Osadchey (alias 
Eddie Spitz) who generally worked with or for Binaggio. From the 
point of view of the committee, one of the most interesting aspects of 
the gambling operations in and around Kansas City was the existence 
of a sort of interlocking directorate of all gambling operations 
Binaggio, Gizzo, Lococo, Gargotta, Osadchey, Klein, or one or more 
of their known associates, were almost invariably named among those 
participating in any given gambling operation. 

Testimony before the committee indicated that several bombings 
and a killing had preceded the taking over of the Last Chance Tavern 
and that a number of bombings and a robbery took place before 
Osadchey and Klein, without putting up any money, became partners 
in the Stork Club, a gambling casino in Council Bluffs, lowa. In a 
number of cases, ania of the group had moved into existing gam- 
bling operations after bombings or other evidences of violence had 
persuaded the previous operators to share profitable operations. 


MAFIA PLAYS LARGE PART IN NARCOTICS 


The extent to which Kansas City operations are integrated with 
rackets in other cities is difficult to determine from the testimony be- 
fore the committee. In past years, Kansas City was known as a center 
for the activities of the Mafia, or Unione Siciliano, which is said to be 
a secret organization operating throughout the country and inter- 
nationally. The narcotics ring which was broken up in Kansas City 
in 1942 was made up entirely of men believed to be members of the 
Mafia, operating through alleged Mafia members in other cities. 
Lococo and Gizzo are believed to be members of the Mafia, as were 
Binaggio and Gargotta. Gizzo, who testified before the committee, 
admitted to familiarity with a large number of men believed to be 
members of the Mafia in Chicago and in other parts of the country. 

The two men believed to be the leaders of the Kansas City Mafia 
at the present time, James Balestrere and Joseph Di Giovanni, are 
not on record as being presently engaged in gambling, although 
Balestrere, who is an older man, was active in the 1930’s. i Giovanni 
and his family are engaged in lucrative liquor operations described 
elsewhere in this report. Information about the operations of the 
Mafia is difficult to secure, and is generally hearsay, due largely to the 
record of violence toward persons testifying against alleged Mafia 
members. Carl Carramusa, who testified for the Government in the 
Kansas City narcotics trial, was shot to death 3 years later in Chicago 
where he had gone to escape retribution by the Mafia. Thomas 
Buffa, who testified for the Government in a collateral matter affecting 
the narcotics trial, fled to California after an attempt had been made 
on his life, but was shot to death in California in 1946. Kansas City 
now has a record of 16 unsolved murders believed to have been 
committed by or at the direction of Mafia members. Among these 
is the shooting of Wolf Riman, who was shot shortly after he secured 
a liquor distributing franchise in competition with one of the Di 
Giovannis. 

Witnesses before the committee, believed to be Mafia members, 
claimed to be completely ignorant of the organization, and its opera- 
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tions. Joseph Di Giovanni refused even to admit to having heard 
of the Mafia, which is patently incredible since almost all persons of 
Sicilian extraction are at least familiar with the existence of the Mafia 
but when confronted with his criminal record he admitted that he had 
been involved in a black hand (Mafia) charge. 


KANSAS CITY BOOKIES USE CONTINENTAL PRESS SERVICE 


As in other cities investigated by the committee, the race horse 
wire service played a vital part in the gambling operations of Kansas 
City. In 1946, Kansas City was a distribution center for the race 
wire service furnished by the Continental Press Service, then operated 
from Chicago by James Ragen, Sr. The up-to-the-minute racing 
information distributed by Continental was received in Kansas Cit Vv 
by the Harmony Publishing Co. and from there, was redistri ibuted 
by leased wires and/ lor by telephone to various bookmakers in Missouri, 
Kansas, Nebraska, Iowa, and Oklahoma, where it was used as 5 
basis for their illegal bookmaking operations. It may be noted 1 
passing that the Coates House was one of the subscribers to the 
Harmony Co. service. From 1939, the Harmony Co. was run by one 
Simon Partnoy who was responsible for distributing information, 
securing customers, collecting fees, and remitting the collections to 
Continental. 

In 1946, a rival wire service was set up in Chicago, known as Trans- 
American News Service. The nominal head of the Trans-American 
Service in Chicago was Pat Burns, but the forces behind Burns were 
the members of the old Capone gang. When Trans-American was set 
up, Burns visited Kansas City and made a deal with Osadchey to 
serve as Kansas City distributor for the news service. Osadchey 
agreed to pay Burns $1,000 a week and put up a $5,000 deposit. He 
then went into partnership with Klein, Gargotta, and Lococo but 
these four never set up a distributing office of their own. Instead, 
Osadchey approached Partnoy and he and his partners took over the 
facilities of the Harmony Publishing Co. which thereafter subscribed 
to the Trans-American Service. Osadchey and his partners paid 
Partnoy $7,500 for his equipment and contacts, plus a 15-percent 
interest in the business. The $7,500 was paid out of the operations 
of the business and not out of the pockets of Osadchey and company. 
It is interesting to review the criminal records of the four new owners 
of the Kansas City distributorship: Osadchey and Klein have been 
convicted of violations of Federal statutes; Klein is now in a Federal 
penitentiary serving a sentence for vote fraud violation. Gargotta 
was in a Federal penitentiary for stealing arms from an armory, and 
was convicted of assault with intent to kill. Lococo has been arrested 
on numerous occasions and is now confined to Federal prison for 
income tax evasions in connection with his gambling enterprises in 
Missouri. 

Partnoy continued the actual operations for a percentage of the 
company’s take, and Osadchey appears to have traveled through the 

neighboring States to “induce’’ customers to subscribe to the new 
Trans-American Service. Among his customers were two bookmakers 
who took both the Continental and Trans-American Se rvice. Klein, 
Gargotta, and Lococo had no duties in connection with their partner- 
ship in the service. 
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Shortly after Trans-American went into business, Ragen was 
killed, and early in 1947, about 6 months after it came into being 
Trans-American ceased operations. The Kansas City distributor of 
Trans-American, which was now known as the Standard News 
Service, switched back to the Continental wire service without 
difficulty and continued to operate with Gargotta, Klein, Lococo, and 
Osadchey as partners in the enterprise which netted an average of 
$45,000 a year. After the death of Binaggio and Gargotta, the 
Kansas City wire service closed down and the bookmakers who con- 
tinued to operate had to get their tnformation by telephone from St. 
Joseph or St. Louis. 

CRIME AND POLITICS 


The committee heard considerable testimony relating to attempts 
by Binaggio to exert political influence to open up for gambling and 
other illegal operations, the State of Missouri, and particularly St. 
Louis and Kansas City. Prior to 1948, Binaggio’s political influence 
was rather limited, but it seems clear that at the time of the Demo- 
cratic primary for Governor in 1948, Binaggio had gained considerable 
influence at the expense of the Pendergast element which opposed 
Smith in the primary. Estimates of the number of votes that Binaggio 
could control in Kansas City ranged up to 35,000, but these estimates 
seem to be highly inflated in the light of the fact that Forrest Smith, 
whose candidacy for governorship was supported by Binaggio and by a 
number of other factions more or less independent of Binaggio, real- 
ized only 27,000 votes in Kansas City. However, it seems undisputed 
that Binaggio was the dominant member of the pro-Smith coalition 
and that after the election, he was considered by many to be the 
leading pro-Smith politician in the city. 

During and after the gubernatorial elections, rumors were prevalent 
that Binaggio had contributed sums as large as $150,000 to the Smith 
for Governor campaign, but the most diligent efforts of the commit- 
tee’s investigators failed to disclose any large-scale contributions by 
Binaggio or his associates. Certain irregularities in bookkeeping on 
the part of B. E. Ragland, assistant treasurer of the Missouri State 
Democratic Committee, were disclosed but these irregularities had 
no real relevance to Binaggio’s attempt to exert political influence to 
open up Kansas City. 

It is abundantly clear that Binaggio did support Forrest Smith, and 
that his organization was active in the Governor’s campaign. Osad- 
chey testified that he and Binaggio had campaigned for Smith, and 
some of Binaggio’s supporters contributed sums to finance the activi- 
ties of John K. Noonan who was campaigning on behalf of the 
Governor. But whatever Binaggio’s expectations may have been as 
a result of his efforts in the campaign for Governor Smith, there is no 
substantial evidence that Governor Smith made any kind of commit- 
ment to Binaggio, or that Binaggio was successful in opening up the 
town. 

On the other hand, it is inconceivable that Governor Smith, being 
an experienced politician, could have failed to know of Binaggio’s 
background, or that Binaggio expected a quid pro quo for his support. 
Smith’s assertions under oath that he did not discuss politics with 
Binaggio, or discuss Binaggio’s expectations, are simply not credible. 
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Smith did appoint two police commissioners who were at least 
acceptable to Binaggio and who appeared willing to go along with 
him. The two hold-over appointees showed a determination to 
remain on the board. Smith did not take aggressive action to 
remove them, or to influence them. He did call one of them to the 
State capitol, after Binaggio had predicted that this would occur. 
But in the ensuing conference, he neither put any pressure on the 
commissioner, nor ‘did he act on the commission’s statements to him 
that Binaggio was trying to influence and even to buy the board. 
Much of the conjecture about Binaggio’s death lays it to his inability 
to satisfy the organized gambling poe which had expected him 
to open Kansas C ity up for gambling. It was, of course, extremely 
desirable for the gambling element to be able to control the police 
department. As pointed out by Osadchey before the committee, 
gambling is a lucrative business if you can operate. Without police 
cooperation, operations must necessarily be conducted on a sneak basis 
and suspended whenever pressure is exerted by the police 

Under Missouri law, police commissioners are appo inted by the 
Governor and the police department is under the jurisdiction of the 
State government. One commissioner, Mr. Robert Cohn, was a 
Republican; another, Mr. Hampton C hambers, was a Pendergast man 
and had not supported Governor Smith in the primary campaign. Mr. 
J. M. Milligan, a Governor Smith appointee, testifie d that he tried to 
give Binaggio some patronage but it seems clear that he did not go 
along with Binaggio’s sponsorship of an ex-police captain called 
Joseph Braun for “the position of police chief. Braun had prev iously 
been dismissed from the police force because he had permitted gam- 
bling to go on in his own station house. Sheridan Farrell, the remain- 
ing commissioner appointed by Governor Smith, testified that he be- 
lieved that a little gambling was a good thing. In the final an: alysis 
Police Chief Johnston, whom Binaggio was most anxious to replace, 
remained in office. 

Mr. Chambers and Mr. Cohn both testified that Binaggio had 
attempted to persuade and then to bribe them to go along with his 
plans for transferring police officials who would not cooperate with 
him and his associates in refusing to enforce the gambling laws. 
Mr. Cohn testified that at his last meeting with Binaggio in June 1949, 
Binaggio appeared to be most disturbed by his inability to open up 
the town and stated that “The boys were behind in their schedule 
and making it hot for him.”’ 

On April 6, 1950, Binaggio and Gargotta were murdered. On April 
21, the Kansas City Chamber of Commerce directed a ee er to Gov- 
ernor Smith indicating its lack of confidence in the police board, partic- 
ularly in Milligan and Farrell, because of their associations with 
Binaggio. Farrell resigned shortly thereafter and after repeated 
requests by the chamber of commerce, Milligan also resigned. Cham- 
bers and Cohn later resigned at the request of the Governor. The 
present board is made up of four men of undoubted integrity. 


ATTEMPT TO CONTROL ST. LOUIS POLICE BOARD 


An analogous situation seems to have arisen in St. Louis during 
the same period that the board of police commissioners in Kansas 
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City was causing so much difficulty. In St. Louis, William Molasky, 
a large stockholder in the Pioneer News Service, a local racing wire 
distribution agency, made a $2,000 campaign contribution to Forrest 
Smith. He attempted to obtain appointment of his nominee to the 
board of police commissioners in St. Louis. There was testimony 
that he was interested in getting Morris Shenker named to the com- 
mission. Mr. Shenker was attorney for him and for many St. Louis 
witnesses who appeared before our committee. Although the con- 
tribution was accepted and handled as an anonymous contribution 
under the fixed name of J. J. Price, no such commitment was made. 
The appointment to the board of police commissioners was Col. 
William L. Holzhausen. Apparently the gamblers erroneously 
thought he would permit them to operate. When Holzhausen set 
out to enforce the law, vigorous efforts were made by Binaggio to 
have him removed. The story of the conversations in negotiations 
surrounding these efforts is complicated and the fact is that Holz- 
hausen was not removed and has done an excellent job as chairman 
of the St. Louis Board of Police Commissioners. 

Another interesting facet of the link between crime and politics is 
to be found in the testimony of Roy McKittrick, former attorney 
general of the State of Missouri, who had sought the nomination for 
Governor in 1948, on which McKittrick contends that Binaggio 
swung his support from McKittrick to Smith, and that after this 
occurred, Binaggio offered McKittrick a large sum of money to 
refrain from running against Smith. McKittrick also charged that 
Smith asked McKittrick to obtain for him the support of Gully 
Owen, one of the partners in the Pioneer News Service in St. Louis. 

Governor Smith has categorically denied all these charges. Whether 
they are true or not, it stands out at least that the former attorney 
general of the State of Missouri and the prominent aspirant for the 
post of Governor, admitted to having intimate dealings with Binaggio 
and the operators of the Pioneer News Service in connection with 
political matters. 

While the committee did not find any evidence that the board of 
police commissioners responded to Binaggio’s efforts, this is not to 
say that individual police officers were not guilty of cooperating with 
known gamblers in the city. Handbooks and gambling casinos were 
operating in the city both before and after the gubernatorial elections. 
Although police officers were forbidden by law from becoming members 
of political clubs, a number of the members of the police force were 
known to frequent Binaggio’s clubhouse. 

While the committee feels justified in saying that on the whole, the 
racketeering elements did not succeed in their efforts to control the 
Kansas City police force, a different situation prevailed in that 
portion of Jackson County which lies outside of Kansas City. 


CONDITIONS IN JACKSON COUNTY 


The committee’s investigation showed that Sheriff Purdome, who 
was responsible for law enforcement in the county, was notably lax in 
his enforcement of the liquor and gambling laws. He also permitted 
his deputy sheriffs to use their badge of office to promote their per- 
sonal business interests. Until his murder in 1949, Wolf Riman was 
the owner of the Western Specialty Co., which placed juke boxes and 





y; 
ire 
st 
he 
ny 
m- 
us 
yn- 
on 
le. 
‘ol. 
sly 
set 
to 
yns 
y1z- 
lan 


3 is 
1ey 
for 
gio 
his 

to 
hat 
uly 
her 
ney 
the 


2210 
vith 


1 of 
» to 
vith 
vere 
ons. 
bers 
vere 


the 
the 
that 


who 
x in 
tted 
per- 
was 
and 


ORGANIZED CRIME IN INTERSTATE COMMERCE 43 


pinball machines in taverns and other establishments in Jackson 
County and Kansas City, Kans. Riman, who was himself a deputy 
sheriff, used the services of a number of Sheriff Purdome’s deputies in 
placing his machines. Harry Hundley, Riman’s assistant and suc- 
cessor, testified that although it was illegal for county taverns to sell 
liquor except by the bottle, it was the general practice for the county 
taverns to sell drinks over the counter. Hundley testified that al- 
though the Western Specialty had a number of active competitors in 
the placing of machines, Riman’s machines were used in 75 percent of 
the county taverns. Hundley testified that on one occasion Riman 
himself used his badge to threaten a tavern owner who was reluctant 
to take his machines. Although Sheriff Purdome admitted that he 
was aware of Riman’s activities, Riman continued to be a deputy 
sheriff until his death. 

Mike Manzello, a county tavernkeeper, testified that he had been 
arrested for selling drinks over the counter after he had refused to join 
a tavernkeeper’s association. He had no further trouble with arrests 
after he began paying a weekly stipend to two of Purdome’s deputies. 

There was also testimony that Purdome overlooked gambling activi- 
ties by Walter Rainey, a gambler who could control a large number of 
votes in the county, and that Rainey moved his gambling activities, so 
as to remain under Purdome’s jurisdiction when the Kansas City 
police force interfered with his operations at his original location. In 
general, as a result of poorer law enforcement, gambling and liquor 
law violations are more widespread in the county than in Kansas City 
proper. 


KANSAS CITY ENFORCEMENT NOW IMPROVED 


Since the death of Binaggio, there has been a diminution of gambling 
activities in Kansas City. ‘The formation of the Kansas City Crime 
Commission and the appointment of a new board of police commis- 
sioners has led to improved morale in the police department and in- 
creased efficiency in law enforcement. The closing down of the race 
wire service has hampered bookmaking operations, although the infor- 
mation is still available to bookies through phone connections to near- 
by wire services. ‘The work of the Federal and State grand juries, the 
indictments issued by those grand juries and the publicity attendant 
on this committee’s investigations have contributed to the closing up 
of many of Kansas City’s gambling houses and the general decrease in 
criminal activity. However, these recent improvements in law en- 
forcement can be sustained and extended only through the continued 
support of the local citizenry and continued cooperation between local 
and Federal law-enforcement agents. 


ST. LOUIS 


Col. William L. Holzhausen, chairman of the St. Louis Board of 
Police Commissioners, stated that the principal law-enforcement 
problem in St. Louis is organized gambling, which was facilitated by 
the dissemination of interstate racing information. Colonel Holz- 
hausen testified that the national wire services give impetus to the 
creation of gambling joints and sneak books and that no police depart- 
ment, no matter how efficient, could fully cope with the situation 
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unless Federal legislation outlaws the dissemination of “‘hot’’ racing 
information by interstate wires. 

Attorney General J. E. Taylor, of Missouri, told the committee in 
detail of his legal efforts to put an end to the dissemination of gambling 
news within the State. In 1938 the St. Louis Police Board endeavored 
to cut off the race wire telephone service furnished by Pioneer News, 
which for approximately 25 years has had a monopoly of the dissemi- 
nation of racing news to bookmakers in St. Louis. This attempt 
was defeated by legal action. A long and complicated legal struggle 
then followed to compel the Southwestern Bell Telephone Co and the 
Western Union Telegraph Co. to discontinue furnishing service to 
Pioneer News Co. The effort by the attorney general to cut off 
Pioneer’s telephone and telegraph facilities was only partially success- 
ful. Even when orders were obtained compelling the telephone 
company to cut off Pioneer’s phones, Pioneer continued to supply 
racing information to bookies by illegal stratagems. When the 
attorney general testified, telephone service had legally been cut off 
from Pioneer. Nevertheless, the committee discovered that the 
Pioneer was still furnishing service to bookmakers, for its customers 
were paying for service as late as February 1951. 

Although Attorney General Taylor was much opposed to Federal 
intervention in State affairs, he felt that it was proper for the Federal 
Government to stop interstate transactions carried on for the sole 
purpose of fostering violations of State law. 

Continental Press Service (of which Pioneer is a subsidiary) — 

stated the attorney general— 

is a giant monopoly whose slimy tentacles reach into every metropolitan area in 
the country. It serves no useful purpose; its sole business is supplying infor- 
mation to bookmakers which enables them to carry on their illegal enterprises 
It has brought about and financed gangsterism; it has caused bloodshed and led 
to the corruption of public officials. That it not only knows the kind of business 
its customers are engaged in, but also the volume of business they do ‘is evident 
from the fact that they charge some customers a few hundred dollars a week and 
others as much as $6,000 a week for the same service. 

He further stated: 


If the transmission of this racing information by Continental or any other 
similar agency in interstate commerce could be stopped it would, in my opinion, 
eliminate racing news distributing agencies, take the profit out of bookmaking and 
prevent a great deal of gangsterism which results from fights over the control of 
such illegal enterprises. 


THE CARROLL=MOONEY ENTERPRISE 


The largest bookmaking operation in the St. Louis area was the 
Carroll-Mooney enterprise operated from 318 Missouri Avenue, East 
St. Louis, [ll. Its annual volume of bets might reasonably be approxi- 
mated at $20,000,000. To enable the enterprise to carry on its 
business, wire service was obtained from Continental Press, through 
Pioneer News. Most of the business done by the partnership was in 
the nature of lay-off betting, i. e., betting by professional bookies to 
insure themselves against excessive loss. The partnership employed 
men to represent it at various race tracks whose function was to bet 
what is known as comeback money at the pari-mutuel machines. 
This type of betting had two basic purposes: (a) to provide a second 
round of reinsurance for Carroll and Mooney, and (6) to distort the 
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track odds by the sudden placing of heavy bets about a minute before 
post time. Since track odds determine pay-offs to successful bettors, 
it is obvious how important the come-back operation is in holding 
down the losses of bookmakers. The committee received detailed 
testimony about this operation from men employed by Carroll- 
Mooney, as well as from men employed by Rosenbaum, a bookmaker 
in the Cincinnati area. 

Carroll has long described himself and been acc epte 1d by the public 
under the glorified term “Betting Commissioner.’ This elk was 
intended to signify some sort of respectability. he committee found 
him to be an ordinary bookie operating clandestinely behind locked 
doors which had to be broken down, in order to gain entry to the 
premises in broad daylight, when many employees cringed behind the 
locked barrier. 

C. J. RICH & CO. 


J. Rich & Co., which has also operated under the name of Rich 
& iY yman, was one of the most unusual bookmaking operations stud- 
ied by the committee. This enterprise did a gross business of between 
4 and 5 million dollars a year and used Western Union telegrams, 
money orders, and Western Union agents to carry on operations. 
Most of the business of C. J. Rich Co. came from more than a hundred 
miles away from St. Louis through Western Union. ‘Telegrams plac- 
ing bets would be sent to C. J. Rich & Co. at an address in East St, 
Louis, Ill. Bets were covered by Western Un'on money orders. 
During every operating day the Western Union Telegraph Co. would 
accumulate the incoming money orders and would issue a single check 
for all the moneys bet. The fact that bets could be placed through 
Western Union with C. J. Rich & Co. was made abundantly clear in 
the advertising literature, which this company distributed. Western 
Union agents were used as runners and solicitors for bets and were 
paid a percentage of winnings for their services or comm ssions. Cash 
or presents were also given ‘by the C. J. Rich Co. to various Western 
Union re presentatives. The Western Union Co. itself profited from 
the bookmaking business, for C. J. Rich Co. would receive between 
500 to 1,000 telegrams a day. In the month of May 1950, the tele- 
graph bill of C. J. Rich Co. was $26,700. 

It is quite clear that in the C. J. Rich Co. operation, the Western 
Union aided and abetted the violation of the gambling laws of the 
State, because it was profitable to do so. Only when the C. J. Rich 
Co. was raided on June 26, 1950, did the Western Union do anything 
to stop its participation in the bookmaking conspiracy. All charge 
accounts with Western Union of this company were canceled after 
the raid. One wonders whether the Western Union’s obliviousness 
to its public responsibility not to permit its facilities to be used in 
violation of State law, was in part due to the fact William Molasky, 
of St. Louis, a well- known gambler, is one of its outstanding stock- 
holders. 

PIONEER NEWS SERVICE 


Pioneer News Service is a local racing wire outlet. One of its 
chief stockholders, William Molasky, is also a v ery substantial stock- 
holder in Western Union Telegraph Co., and although he claims that 
there is no particular reason for this coincidence, the fact remains 
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that he does not own any other large stockholdings and that he has 
made his substantial interest in Western Union known to the local 
Western Union management. 

Molasky and the Pioneer News Service, together with Annenberg, 
Ragen, and Kruse, were all associates of the Chicago Annenberg news 
service. Their local partners were Gully Owen and Bev Brown. 
Annenberg and Ragen gave up their interest at the time of their 
income-tax indictments, and Annenberg sold his to Molasky for $1. 
When the Capone Syndicate organized the Trans-American Service, 
hoodlums from East St. Louis attempted to gain control of the Pioneer 
News Service. When this failed, Bev Brown, without relinquishing his 
interest in Pioneer, moved across the river and opened the Reliable 
News Service in East St. Louis. It is significant that during this 
period, Brown’s son worked for Buster Wortman, the local East St. 
Louis hoodlum, in a coin machine operation. 

When peace was made, Reliable News went out of business, and 
Bev Brown and his son, William, moved back into Pioneer. After 
about that time, William Brown bought out the interest of Kruse 
and of Gully Owen. He accomplished this by declaring a dividend 
in Pioneer, but not advising the Chicago trustees of Kruse’s estate 
that his dividend had been declared. After he purchased Kruse’s 
interest, he was able to reimburse himself in effect out of the dividends 
which had been declared. After this time, Brown and his mother 
each recived $25,000 a year from the news service, his mother being 
considered honorary. The relation between Pioneer News Service, 
William Brown, and Buster Wortman’s gang of racketeers, is very 
close and indicates to the committee’s satisfaction that the Pioneer 
News Service today like the Harmony Publishing Co. in Kansas 
City is now under the domination and control of the Capone Syndicate. 


PHILADELPHIA 


The Philadelphia story differs only slightly from the pattern of 
organized crime that the committee has found to exist in a number 
of other cities. The principal organized crime is the numbers game. 
To be sure, there is a volume of horse betting but there does not appear 
to be any open activity along these lines nor is the existence of any big 
gambling houses apparent. 

The numbers game in Philadelphia has achieved the size of a big 
industry and, like big industry, it appears to be organized on a highly 
efficient scale. It operates through tight control, manipulated by a 
politico-gambler-police tie-up that makes it impossible for any in- 
truder to edge his way in from the outside. The city is organized into 
a number of geographical territories, each with its own bank, in turn 
affiliated apparently with sufficient political connections to be able to 
operate without too much fear of molestation. 

This geographical allocation of territory with lines of area definitely 
fixed, beyond which the operators in one area do not overstep, was con- 
firmed by the director of public safety of Philadelphia, Samuel H. 
Rosenberg, but in the absence of definite knowledge, he did not believe 


that this territorial allocation was reached through any alliance or 


agreement. He would not say that there were no police in the pay 
of the numbers racketeers, he limited his commitment to the statement 
that he had never been able to prove such payments. 
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LACKED CONFIDENCE IN POLICE OFFICIALS 


Nevertheless, he admitted that he lacked confidence in four of the 
highest police officials under his direction, not because he had any 
proof of their violation of trust but because he believed that under 
the circumstances as they existed, they had failed to pursue the cir- 
cumstances with what he considered adequate aggressiveness. That 
these men in whom he lacked confidence were still able to hold high 
positions in the Philadelphia Police Department, he ascribed to the 
shackles imposed on him as director by civil-service regulations. 

It is notable that one of the four officials named in the ‘‘no con- 
fidence’’ category by Director Rosenberg has since been suspended by 
the director from his duties and has made the action the subject of a 
court review, not yet heard. 

Another aspect of the situation in Philadelphia was the attitude 
taken until comparatively recently by the judges before whom violators 
of the gambling laws had been brought. This chapter of the Phila- 
delphia story is a repetition of the same situation that was turned up in 
other cities canvassed by the committee. It was described as a 
“casual and cavalier outlook’’ by one of the very judges before whom 
these mscreants were brought for trial and sentence. Judge Joseph 
Sloane, who was a witness before the committee, said that many of 
his colleagues on the bench were content to impose only fines upon 
guilty offenders, that only the little people came before them and that 
no serious attempt was made by the judges to get beyond the lower 
echelons in the sizable gambling industry in Philadelphia. He 
pointed out that although defendants came before judges with records 
of numerous previous arrests and discharges without trial, and 
although the maximum fine possible was $500 with an accompanying 
year in jail, the usual first offense brought a fine of only $25 or $50 
and no jail sentence. In many years on the bench, he said he had 
seldom seen a fine imposed in excess of $250. 


5,000 OFFENDERS IN 5 YEARS; 2 JAILED 


Judge Sloane testified that in many cases pressure was brought by 
politicians for reduction in sentence, reduction in fines, and reconsidera- 
tion of punishment previously imposed. It is to be noted that in 
5 years prior to 1950, out of thousands of arrests that were made for 
gambling in connection with the numbers game and horse booking in 
Philadelphia, only two defendants had gone to jail. 

There has been a change in this attitude on the part of the judges 
since the committee held its hearings in Philadelphia. More and 
more jail sentences are beginning to be imposed and it is a fact, re- 
ported by municipal authorities, that the numbers game is no longer 
as easy to carry on in Philadelphia as it was prior to the committee’s 
advent. 

The principal police witness was the assistant superintendent of 
police, George F. Richardson, one of the four officials in whom Director 
Rosenberg said that he reposed less than full confidence. Richardson 
testified with some vehemence with respect to Harry Stromberg, alias 
Nig Rosen, and his henchman, William Weisberg, who, he had pre- 
viously informed the committee, he believed to be the kingpin of the 
numbers game in Philadelphia. His oral testimony seemed to be in 
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variance with the information he had previously given the committee 
in a letter, as well as information he had given the Crime Commission 
of Greater Miami in a previous communication. He stated that 
Rosen was persona non grata in Philadelphia as long as he had any- 
thing to do with the police department, even to the point of physical 
violence if he should meet him on the street. 

Subsequently, Rosen, who was a witness before the committee, 
testified that he had been engaged in the numbers game in Phila- 
delphia but was no longer active in it. However, during the period 
when he was active, Rosen testified, he had made numerous gifts to 
Richardson and, on occasion, had entertained him at various public 
functions and in public places in the city of New York. The com- 
mittee considered the testimony of these two witnesses as being so 
diametrically at variance the entire record was referred to the United 
States attorney for the District of Columbia for his review and any 
further action that might seem to be justified by the testimony. 

Indicative of the tie-up of gamblers, politicians, and police hereto- 
fore referred to, was a case ‘of Michael McDonald, a Philadelphia 
policeman, who, while on duty, arrested a numbers writer named Jack 
Rogers. While Rogers was being booked in the station house, 
MeDonald said, there came into the station one Mike Caserta who 
had been named by Rogers as his backer. McDonald said that 
Caserta had offered him a bribe if he would change the charge from 
gambling to disorderly conduct. Upon McDonald’s refusal, he said, 
Caserta threatened to frame him and he thereupon arrested Caserta 
for disorderly conduct. At that point, a police captain, Vincent 
Elwell, entered the picture and when he learned that McDonald had 
arrested both Rogers and Caserta, he reprimanded the policeman. 
Rogers was then brought in and accused McDonald of reporting less 
than the money found on Rogers’ person which, under police regula- 
tion, had to be turned in. On the basis of Rogers’ statement, which 
McDonald said he believed had been written out and signed under 
Elwell’s direction, Elwell suspended McDonald. 

It is interesting to note that after McDonald’s story had been 
brought out, he was given a retrial on these charges by the civil 
service board and was reinstated to his position on the police force. 
He thereupon resigned and entered the United States Army in which 
he had served during World War II with distinction. 


“CONVENIENCE ARRESTS’ PATTERN DESCRIBED 


McDonald gave a picture of the operations of the politico-gambler- 
police triumvirate. He named a policeman who he said was known 
as the collector for Captain Elwell. He named a political leader who 
was the boss of one of the wards in Philadelphia and who, he said, 
he had often seen in the stationhouse and conferring with the captain 
in the latter’s office. He calculated that the payment of protection 
money to police in Philadelphia in the lower echelon totaled more 
than $150,000 a month, and he said that his own captain, Elwell, 
was reported to be getting $1,000 a month. McDonald said that the 
police were discouraged from making arrests of the numbers writers 
and if they persisted in doing so, they would be moved to beats where 
there were none. The general picture in this respect, given by McDon- 
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ald, indicated that there is a tie-up between the three elements in 
Philadelphia which permits these operations to continue with the 
token ‘‘convenience arrests’’ that are characteristic of the same kind 
of operations in other cities. 

Captain Elwell was given a chance to tell his side of the story and 
did. He denied, of course, that any of McDonald’s charges were 
true. He said that he had heard that there was a re ‘ular system of 
payoffs to police but that he had no personal knowledge of it and that 
he had not taken any money from racketeers. 

One of the most significant statements given to the committee in 
Philadelphia was that of William A. Gray, for 53 years a member of 
the bar of that city, one of Philadelphia’s most distinguished law yers 
and the undisputed leader of its criminal bar. Gray told the com- 
mittee that several years ago Weisberg had come to him and had told 
him that Assistant Superintendent Richardson had warned him to 
keep out of the central part of Philadelphia on pain of personal treat- 
ment by Richardson if he found him there. Incensed by this, Gray 
had gone to see Richardson, whom he knew personally, had protested 
this treatment of Weisberg and suggested that if Richardson knew of 
any offense committed by Weisberg he should have him arrested on a 
warrant. Richardson truculently said that he would not have a 
warrant issued, but that the next time he saw Weisberg in Philadel- 
phia he would wreak such personal injury upon him that Weisberg 
would have to go to a hospital. 

Gray then went over Richardson’s head, but instead of going to 
Richardson’s superior, he went to see a judge, the late Harry S. 
McDevitt, who, he said, had some measure of control over Richa rdson 
to exercise his control. If this were not done, Gray said, he told 
McDevitt, “I am going to take some steps in this matter which won’t 
be very pleasant for a lot of people in the city of Philadelphia.” 

After this conversation with the judge, Gray reiated, Richardson 
withheld further harassment of Weisberg for a while; later it was 
resumed. 


NUMBERS GAME PROTECTED IN PHILADELPHIA 


The committee has no doubt that the numbers game in Philadelphia 
is a big operation. It is, however, operated in the main by local 
characters, obviously under protection. It lacks the interstate con- 
nections of similar operations in other cities; it is reasonable to infer 
that outsiders find it too difficult to come into the picture from out of 
State. As it happened, shortly before the committee hearings were 
held in Philadelphia on October 13 and 14, 1950, a Federal grand jury 
was convened to delve into the operations of organized crime in the 
eastern district of Pennsylvania and it was decided by the committee 
that further committee investigations and hearings would be post- 
poned pending the outcome of the grand jury investigation so that 
there would be no conflict or hindrance in the activities of the latter 
body. ‘This grand jury is still in session. Its investigation has been 
augmented by a local grand jury inquiry which has just gotten under 
way and to which this committee has offered, as it has to the Fede ‘ral 
grand j jury, such information as has been disclosed by this committee’s 
inquiries in the Philadelphia area. 
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CHICAGO 


Chicago, by virtue of its size and its location as a center of communi- 
cations, transportation, and distribution of goods, has been and re- 
mains a focal point for the activities of organized criminals in the 
United States. This does not mean that the law-enforcement officials 
of the city have been uniformly lax in the performance of their duties, 
although the committee has found evidence of deplorable laxity on 
the part of individual officials. It does mean that because of the his- 
tory of the city, its physical location and its great size, the job of law 
enforcement in Chicago remains a tremendous responsibility and 
challenge to the law-enforcement agencies and to the citizens of Chi- 
cago and its surrounding areas. 


GANG ORIGINS IN 1920's 


The roots of the criminal group operating in Chicago today go back 
to the operations of the Torrio-Capone gang which terrorized Chicago 
in the 1920’s. Records seized by the police during that period indi- 
cated that John Torrio, Al Capone, Jacob Guzik, Tony Accardo, 
Joseph Fusco, Frank Nitti, John Patton, Murray Humphries, Paul 
(Ricca) DeLucia, Alexander Greenberg, and others had built up an 
illegal empire netting millions of dollars a year. In the late 1920’s, 
Torrio abdicated his leadership and Al Capone took over. The 
activities of the Capone gang at this time consisted largely of illegal 
liquor rackets, prostitution, gambling, and the control af hoteodntng 
and dog-racing tracks. During this period the gang was particularly 
powerful in Burnham, IIl., a suburb of Chicago, whose mayor, John 
Patton, was closely associated with Torrio and Capone. 

In 1924, the Torrio-Capone gang manned the polls during the 
mayoralty election in Cicero, another Chicago suburb, as part of a 
plan to take over the local government in Cicero. Following the 
1924 election, Cicero became the headquarters for gang operations, 
and gang influence is still strong there today. In 1931, Al Capone 
was brought to trial and sentenced for Federal income-tax evasion 
after all attempts to establish his bootlegging operations had failed 
to put him in prison. Capone’s place as leader of the gang was then 
taken by Frank Nitti, who, like Capone, was believed to have an 
interest in the Manhattan Brewery Co., and was an old-time member 
of the Torrio-Capone gang. At the time of Capone’s conviction, the 
men who were believed to be important members of his underworld 
empire were, among others, Nitti, Louis Campagna, Paul Ricca, 
Jacob Guzik, Tony Accardo, Charles Fischetti, Edward Vogel, Hymie 
Levin, and Ralph Capone. Nitti committed suicide in 1943, while 
under indictment with a number of other Capone henchmen who 
were tried and convicted for a conspiracy to extort millions of dollars 
from the movie industry through their domination of the Motion 
Picture Operators Union. In 1943, Campagna, Ricca, Charles Gioe, 
Phil d’Andrea, Nick Circella, and John Rosselli, all of whom had 
been close to Capone, went to prison in connection with the movie 
extortion case. They have since been released from the Federal 
penitentiary. 
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CAPONE GANG REACTIVATED 


Until the repeal of the eighteenth amendment in 1933, the manu- 
facture and distribution of bootleg liquor constituted an important 
source of revenue for the Capone syndicate. After repeal, the Chicago 
underworld, like racketeers all over the country, concentrated its atten- 
tion on the revenue possibilities of illegal gambling, extortion rackets, 
and infiltration of legitimate enterprises. 

In Chicago, in many of the service industries, in the liquor industry, 
and in the unions, there has been a long history of activity by former 
Capone mobsters. Violence and bombings still occur. There is little 
doubt that members of the Capone syndicate use proceeds from their 
illegitimate activities to buy their way into hotels, restaurants, laun- 
dry services, dry-cleaning establishments, breweries, and wholesale and 
retail liquor businesses. In all such businesses their “contacts” give 
them a substantial advantage. 

The extortion cases in the moving-picture industry, successfully 
prosecuted in New York, marked a milestone in governmental ability 
to cope with union infiltration by gangsters and the use of the powers 
of unions by gangsters in order to shake down business enterprises. 
The astonishing aftermath of the prosecution deserves detailed dis- 
cussion. Paul Ricca, also known as Paul the Waiter and Paul 
DeLucia, undoubtedly one of the two or three leading figures in the 
— mob; Louis ‘Little New York’? Campagna and Charlie 
“Cherry Nose’’ Gioe, who had been in partnership with Tony Accardo, 
were prominent in the mulcting of the movie industry. After their 
conviction and sentence, these three mobsters were visited in prison 
by Tony Accardo and Eugene Bernstein, the mouthpiece and tax 
lawyer for the mob. Bernstein and Accardo were indicted as a result 
of these visits because Accardo used the assumed name of another 
lawyer, Joseph Bulger. The trips to the prison from Kansas City to 
Fort Leavenworth were made in the automobile of Tony Gizzo, a 
prominent Kansas City mobster who has a history of close connections 
with the Capone syndicate. 

The three mobsters were released on parole after serving a minimum 
period of imprisonment although they were known to be vicious 
gangsters. A prominent member of the Missouri bar presented their 
parole applications to the parole board, which granted the parole 
against the recommendations of the prosecuting attorney and of the 
judge who had presided at their trial. In the opinion of this com- 
mittee, this early release from imprisonment of three dangerous 
mobsters is a shocking abuse of parole powers. 


“‘YOU DON’T ASK QUESTIONS’’—BERNSTEIN 


Another example of the efficiency of the underworld in releasing 
its leaders from the toils of the law is the story of the raising of funds 
for a tax settlement effected by the three above-mentioned mobsters, 
which they had to complete before they would be eligible for parole. 
Eugene Bernstein testified that he arranged this settlement. The 
Government’s original claim against Campagna and DeLucia was 
about $470,000, including penalties. This liability was settled for 
$120,000 plus penalties of $70,000. Bernstein testified that $190,000 
was delivered to his office in cash at various periods over a month by 
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persons unknown to him. He had the almost inconceivable effrontery, 
as a member of the bar, to assert to the committee under oath that 
although he saw some of the persons who delivered the money he 
never asked them their names and that his office had no record what- 
soever to indicate their identities. ‘You don’t ask those fellows 
any questions,” said Mr. Bernstein. He testified that he told Cam- 
pagna and DeLucia that the money would have to be raised and that 
he also told this to Accardo. He testified that he visited Mrs. Cam- 
pagna’s home but did not remember what he told her. Neither 
DeLucia, Campagna, nor Mrs. Campagna had any idea of who might 
have been interested in providing funds or in how the funds were 
raised. Each had several hundred thousand dollars in cash hidden 
away in safety boxes in their homes. ‘It was a friend of mine,’ said 
DeLucia, “I would put up $190,000 for a friend of mine who needed 
it.”’ The combined testimony of these witnesses represents a graphic 
demonstration of the willful, suller, vicious contempt for the law still 
dominant in their hearts and minds. The connivance in this plot of a 
lawyer who obviously could provide the essential clues, if not the actual 
answers, brands the entire matter as even more shocking. 

The most recent evidence of the intricacy of gangland’s financial 
operations was provided in 1948 and 1949 when Ricca received loans 
totaling $80,000 from one Hugo Bennett, a salaried underling in the 
Sportsmen’s Park Race Track and Florida dog tracks, formerly con- 
trolled by Edward O’Hare, John Patton, and the Capone syndicate. 
Bennett and his present boss, William H. Johnston, who figures 
prominently in our discussion of the Miami area, both worked at 
Sportsmen’s Park under O’Hare. Patton, through his son, still has 
an important interest in the dog tracks. Several prominent Capone 
mobsters worked at the dog tracks when this committee began its 
investigation. 

THE MYSTERIOUS $80,000 LOAN 


Ricca did not need the $80,000. By his own testimony, he had 
$300,000 in cash “stashed away.” He owned a very valuable and 
pretentious farm of 700 acres and an elaborate home in a Chicago 
suburb. Bennett, on the other hand, had very meager assets and in 
order to make the loan to Ricca, borrowed $20,000 from Johnston and 
$15,000 from Max Silverberg, Johnston’s restaurant concessionaire at 
the race tracks. Most of the remainder of the $80,000 was made avail- 
able to Bennett by a highly questionable real-estate deal through which 
Johnston and a group of his own friends sold some land to the Miami 
Beach Kennel Club and made a huge profit. Bennett was cut in on 
this deal and the proceeds to him enabled him to complete the loan 
to Ricca. 

Although Bennett went through the motions of obtaining mort- 
gages, it was apparent to the lawyer who drew up these instruments 
that Bennett was determined to make the loans whether or not they 
could be properly secured. The evidence of the attorney and of 
Bennett, conflicting as it is on many points, clearly demonstrates that 
the mortgages were simply for the record. There is also ample reason 
to suspect that the $80,000 may have been a payoff for Ricca’s ap- 
proval of the wire service deal in which Accardo, Guzik, and Russell 
obtained an interest in the lucrative Miami Beach S. and G. gambling 
syndicate. 
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Several unions which were racketeer-infested and whose treasuries 
were raided by racketeers, had their headquarters in the same build- 
ing where Tony Accardo operated his gambling enterprises and where 
he was in partnership with both Charlie Gioe and Harry Russell, 
whose Silver Bar tavern was also located there. The entire gang 
of union extortionists appear to be living in luxury in Florida, Cali- 
fornia, or Chicago and many of them have already acquired a thick 
veneer of respectability. 


BOOKMAKING AND THE RACE WIRE 


As the committee pointed out in its second interim report, the form 
of gambling which depends most on interstate commerce and inter- 
state communications is off-track betting on horse racing and dog 
racing. The backbone of illegal bookmaking operations throughout 
the country is the up-to-the-minute information furnished by the 
Continental Press Service through its Nation-wide network of tele- 
phone and telegraph wires, and the intricate organization of distributors 
and subdistributors that gather and disseminate the news for Conti- 
nental. 

The heart of the racing news service centers in Chicago, where 
Continental has its main operating office, and from which most of its 
wires fan out to the rest of the country. While in Chicago, this com- 
mittee focused its attention to a considerable degree on the operations 
of the Continental Press, its relations with the distributors through 
whom racing news flows, and the increasing domination of the wire 
service by the same racketeering elements who control the large- 
scale and lucrative handbook operations. 

The headquarters of the race wire service have been established 
in Chicago since before John Torrio became the underworld king of the 
city in 1920. Interestingly enough, the building which was occupied 
by Monte Tennes and his General ‘News Bureau racing service now 
houses the offices of the Continental Press Service, some 30 years 
later. But the story of the race wire service, while inextricably linked 
with Chicago’s past and present, is not only a story of Chicago 
but of every city and town in the country into which the tentacles 
of the wire service reach. For this reason, the committee discusses 
the history and operations of the wire service in a separate section of 
this report. 

The committee has described the workings of the Continental Press 
Service and exposed its facade of respectability and attempted insula- 
tion from the handbook operators who depend on it for information 
and on whom it depends for revenue. Just as the race wire service is 
essential to the success of large-scale betting operations, the substan- 
tial income which channels into Chicago from the wire service de- 
pends on the continuous operation of a flourishing handbook business. 
United Press and Associated Press pay a nominal fee of from $70 to 
$80 a month for the information that Continental distributes; the 
Illinois News Service, a single distributor, pays about $250,000 
annually for the same service. The difference in these rates is the 
profit of the handbook operators which is passed on, in part, to the 
subdistributor and distributor for Continental, and ultimately to 
Continental. 
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SUBDISTRIBUTORS SERVICE BOOKMAKERS 


Since the last reorganization of the wire service in the Chicago area, 
the city of Chicago has been serviced by the R. and H. wire service, 
owned by the Capone mobsters, Ray Jones, Phil Katz, and Hymie 
Levin, and by Midwest News, now owned by John Scanlon, who par- 
ticipated in the Guzik-Accardo-Russell maneuver to take over the 
S. and G. wire service in Florida. The list of wire service drops com- 
piled by the Senate Committee on Interstate and Foreign Commerce 
indicates that R. and H. services over 100 individual drops in Chi- 
cago. The Midwest Service sends racing news to over 200 drops in 
Chicago, as well as to about 50 drops in the surrounding area in 
Illinois. The list does not designate the occupation of the subscribers 
or drops, but in the case of R. and H. and Midwest, both of which are 
themselves subdistributors, it is safe to assume that the listed drops 
are, almost without exception, handbook or lay-off establishments. 
Some idea of the magnitude of the operations involved can be ob- 
tained from a review of the income of a number of the members of 
the Capone syndicate who have been actively engaged in gambling. 
Louis Campagna told the committee that his bookmaking operations 
in Cicero netted about $80,000 to $90,000 a year before his conviction 
in the movie extortion case. Harry Russell, who operated as a lay- 
off man for bookies in Kansas City, Omaha, and locations in Indiana 
and Michigan, was a partner with Accardo in the Owl Club, a bookie 
operation in Calumet City. In 1946, Russell reported an income of 
$26,000 from the club, and Accardo’s share in the take has been as 
high as $45,000 in 1 year. In 1948, Joseph Corngold and Willie 
Heeney, members of the Cicero contingent of the Capone mob, grossed 
$51,000 on the handbook operation of the El Patio Club in Cicero. 

The committee also heard testimony as to the extent of large 
bookie operations outside the immediate environs of Chicago. The 
income tax return of Charles Fischetti, who with his brother Rocco 
ran the lavish Vernon Country Club, showed a total net income of 
over $22,000 believed to be attributable to the gambling operations 
of the club. The Big House, a gambling place operated in nearby 
Indiana by William Gardner, Sonny Sheets, and Harry Hyams, who 
have close connections with the Chicago syndicate, took in $9,000,000 
in 1948. William Spellisy, who operates on the Midwest wire service 
in Morris, IIl., testified that his handbook operations grossed $200,000 
per annum, and Thomas Cawley, who operates on the Midwest wire 
service in La Salle County, showed a net profit of $68,000 from a 
half-interest in handbook and other large-scale gambling operations 
in La Salle and Streator. 

Jack Doyle, gambling king of Gary, Ind., another subscriber to 
the wire service, conducts a ‘large-scale handbook operation in that 
city along with other forms of gambling. Because of his political 
connections he is unmolested by law-enforcement officials. The prof- 
its from his illegal operations are enormous. Doyle told the committee 
nothing, but his detailed records on horse-race betting, poker roulette, 
craps, and slot-machine operations told much. From a mere $8,000 in 
1943, his profits jumped to $120,000 in 1948. 
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SLOT MACHINES MADE IN CHICAGO 


Most of the coin machines in use throughout the country are manu- 
factured in and around Chicago, and a large number of the machines 
have been purchased and operated inside the State of Illinois. The 
manufacture and distribution of slot machines has been a lucrative 
field of operation for a number of Capone mobsters. The Taylor 
Manufacturing Co. in Cicero, one of the largest manufacturers of 
gaming equipment in the country, is partially owned by Claude 
Maddox, a Capone mobster with a long criminal record, and Joseph 
Aiuppa, a close friend of Accardo and one of the leading members 
of the Capone syndicate. Over the past 3 years, the gross income 
of this operation ‘has averaged between $200,000 and $300,000 a year. 

Listed in its record of customers are some of the largest gambling 
establishments in the country. Total sales of gambling equipment 
by this company to one plush gambling establishment alone, the 
Hyde Park Club, were $75,000 for a period of 3 years. 

“The merchandising of coin machines and particularly slot machines 
is a business pe culiarly adapted to the sales technique of the under- 
world, and a number of ap gt mobsters have been active in this 
field. Ed Vogel, old-time Capone henchman who evaded service of 
subpena by the committee, is believed to control the distribution of 
slot machines in the North Side of Chicago and in the northwest 
suburbs. Vogel has a partnership interest in lucrative cigarette 
vending and juke box distributing business. Through arrangement 
with the owner of a privately operated golf club, Vogel has been 
collecting for years from the operation of the slot machines at the 
club on the basis of 60 percent for the club and 40 percent for Vogel. 
It is conservatively estimated that from this one source alone the 
revenue received by Vogel is $50,000 annually. Each week Vogel’s 
representative and an employee of the club lock themselves in a room 
at the club and divide the take. The club was reimbursed by Vogel 
for the expense of new machines purchased by it. In the past year, 
the State police, on direction of Governor Stevenson and the State’s 
attorney of Cook County, have made a concentrated effort to break 
up slot-machine operations in the State. State’s Attorney Boyle 
testified that since November 1, 1949, his office had confiscated and 
destroyed 564 slot machines. Boyle testified that it was clear to him 
that a syndicate was behind the operations of the slot machines found 
in small taverns and gambling joints throughout the country because 
of the regularity with which slot machines reappe ared in clubs that 
had been raided. During the period when the raids on slot machines 
were most intense, a number of hold-ups took place in private clubs 
that owned their own slot machines and the machines were removed 
from the premises. It seems apparent that the seizure of these slots 
was an effort by the syndicate to recoup their losses of machines 
seized by the law-enforcement agents. 


SLOT-MACHINE PROFITS TEMPT RACKETEERS 


The take on some of the slot machines operating in large gambling 
establishments, while not comparable to the sums taken in by some of 
the larger bookies, are tempting bait to the organized vultures operating 
in this field. Jack Doyle of Gary, ind., reported ownership of 129 
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slot machines which brought in $60,000. Indicative of the size of 
Doyle’s slot machine operation is the fact that in one year his expense 
for machines and parts totaled $24,000. The El Patio Club in Cicero 
grossed $23,000 on its slot-machine operations, and the Seven Gables, 
referred to before in connection with handbook operations, took in 
about $15,000 annually in the operation of its six slot machines. The 
40-percent cut which Vogel, Francis Curry, and other members of the 
Capone syndicate are believed to take on the machines that they 
control constitutes a large-scale gambling racket, operating in the 
southern part of Illinois and across State lines into neighboring 
territories. 
POLICY—BIG BUSINESS—BIG MUSCLE 


The large sums of money which annually pass into the hands of the 
Chicago bookmakers are the accumulations of large and small bets 
placed by occasional bettors and professional gamblers alike. The 
committee’s investigations revealed that the city of Chicago harbors 
another huge gambling operation whose income in the millions is 
built upon a foundation of nickels, dimes, and quarters. It is esti- 
mated that the play on the policy wheels in Chicago’s south side 
totaled for the past 5 years $150,000,000. 

The densely populated South Side area of Chicago has for years 
been a fertile territory for the operation of policy wheels. Theodore 
Roe, a long-time policy operator estimated before the committee that 
60 to 70 percent of the population of this area bet on the numbers to 
be drawn in the so-called policy wheel. There are approximately 15 
to 20 wheels in operation in Chicago, 7 or 8 of which have a total play 
approximating 3 to 5 million dollars annually. The payoff on the 
wheels rarely goes above $50 to a bettor. In some instances when 
combinations are hit, the payoff may be 100 to 1. The placing of bets 
is handled by hundreds of low-paid employees and so-called commis- 
sion writers who take and report the thousands of small wagers made 
each day. Bets are either made with a writer who goes from door to 
door with a book on which numbers can be played, or a would-be bettor 
can go to an established betting station and place a bet on the number 
to be drawn. In 1942 a number of the important policy racketeers, 
ineluding Peter Tremont and Pat Manno (alias Manning), long-time 
associates of the Capone syndicate, were indicted by a Cook County 
grand jury for a conspiracy to operate a lottery. The subsequent trial 
resulted in a verdict of not guilty because of failure of the principal 
grand jury witness to testify. With the exception of this unsuccessful 
grand-jury action no major efforts have been made to break up 
Chicago’s huge policy operation. 

Theodore Roe could recall only one of his employees who had ever 
received a jail sentence in connection with his policy operations. 
Fines average from $25 up, and are absorbed by the wheel operator. 
Judging from sums taken out of the policy operations by the men who 
control them, these fines amount to no more than a reasonable expense 
of doing business. 

Although for the most part the policy racket has operated in 
predominantly Negro sections of the city, the Capone syndicate has 
found the territory a fertile source of revenue. Peter Tremont and 
Pat Manno control the operations of the Rome-Silver Wheel and the 
Standard Golden Gate. From their gaudily named operations 
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Tremont and Manno have averaged an annual take of from $80,000 
to $100,000. The lesser partners in these two wheels, Fred, Tom, Jeff, 
and Sam Manno, brothers of Pat, have netted $50,000. The play on 
the wheels runs over $5,000,000 annually. In 1946, Pat Manno was 
linked with others in an effort by Chicago racketeers to take over a 
$14,000,000 annual gambling policy and other racket activities in 
Dallas County, Tex. The committee heard testimony to the effect 
that a hoodlum known as Paul Jones came to Dallas in 1946 in an 
attempt to make arrangements with the Dallas police and sheriff-elect 
of Dallas County on behalf of the Chicago syndicate for undisturbed 
racket operations in Dallas. Lt. George Butler, one of the police 
officials approached, testified that Pat Manno had appeared in Dallas 
to convince the Dallas officials and local racketeers of the authentic ity 
of Jones’ scheme. A recording was made of Manno’s conversation 
during this visit. On the record, Manno stated that he had been in 
the policy business for 17 years in the city of Chicago. 

Jones and others involved in the scheme to take over Dallas County 
were indicted and convicted of attempted bribery, but the Texas police 
never took any action against Manno in this connection. 

The frankness of the recorded statement in the files of the committee 
is an interesting contrast to Manno’s testimony, or lack thereof before 
this committee. He refused to answer most of the committee’s ques- 
tions on the grounds that he might incriminate himself, questions 
relating to his visit to Dallas, his acquaintance with Jones, his business 
associations with Peter Tremont or any aspects of his policy operations. 


GANGSTER’S OWN DESCRIPTION OF OPERATIONS 


The records of Paul Jones’ and Pat Manno’s negotiations with the 
Dallas officials amply corroborates the existence and method of 
operation of organized criminals. Typical are the following recorded 
statements of Manno, whom his associate called the No. 5 man in the 
Chicago syndicate: 


Sure. Once you get organized, you don’t have to worry about money. Every- 
thing will roll in in a nice quiet manner, in a business-like way. You don’t, he 
don’t have to worry about it personally. Everybody will be happy I’m 
eure. (9%. 9 

We’re not going to come from Chicago down here * * * all local fellows. 
We're leaving that to him. He’s representing us * * * and keep the, like 
calls, the muscle men, these petty * * *. These people can be called in too, 
you know * * 

One thing I’m agains st, always was against. I don’t like, like I was telling you 
last night, five or six joints in the radius of six blocks, a joint every block. That’s 
one thing I’ve always talked against. I like one big spot and that’s all. Out in 
the country, out of the city entirely. * * * 

I don’t run any of those places up there, gambling or anything like that. I got 
my own territory. I got certain business that I take care of for the last 16 or 17 
vears. I do very well, living comfortably, worry about nothing. As far as the 
set-up, these places like dice rooms or horse rooms and things like that, that’s 
like another department I would call it. If I had a fellow sitting here with me 
that runs a certain game, he could give it to you in a minute. He could tell you 
what to expect and all that sort of stuff you see. But I have my own little con- 
cession, and that’s the end. * * * Well, that’s my business, policy. Policy 
is my business. That I could run. * * * I’ve been at it for 17 years, 


The oldest, and probably the largest wheel now operating in Chicago 
is the Maine-Idaho-Ohio wheel, originally known as the Jones brothers 
wheel. Theodore Roe and the Jones brothers are partners in this 
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wheel. The play on this wheel amounts to about $6,000,000 per year; 
the net income for 1949 was close to $700,000 and for 1948 it came to 
over $997,000. It is interesting to note that the gross for 1949 was 
about $1,000,000, and the gross for 1948 was about $1,300,000. In 
1946, Edward Jones, one of the partners in the Jones brothers wheel, 
was kidnaped and held for ransom. The ransom demanded was 
$250,000. George Jones, a brother of the kidnaped Edward, nego- 
tiated with the unknown persons who were holding Edward. One 
hundred thousand dollars in ransom was paid, and Edward Jones was 
released. He left Chicago about a week later and has since resided in 
Mexico, although he continues to draw sums approximating $200,000 
a year from the operations of the wheel. In his testimony before the 
committee, Jones stated that he had no idea who his kidnapers were, 
and that they had made no mention of the proceeds of the policy wheel. 
It may be noted, however, that Jacob Guzik recorded, simply as 
“from various sources,”’ without explanation a single item of income 
in the amount of $100,000 for the year 1946. 

The only large policy wheel operated by white persons other than the 
Rome-Silver and Standard-Golden Gate, which are owned by the 
Capone mobsters, Peter Tremont and Patrick Manno, is the Erie- 
Buffalo. This wheel, the gross play of which runs to $5,000,000 an- 
nually, was for years operated by the Benvenuti brothers. Because 
of favors done for Al Capone by the elder brother Julius, the mob laid 
off this wheel. 

After the death of Capone and Julius, conditions changed rapidly. 
In 1947, Caesar and Leo owned the Erie-Buffalo wheel which netted 
them approximately $105,000 each from its operation. As a lucra- 
tive side line, the Benvenutis operated a paper company which sup- 
plied policy slips to wheels within and outside of the State of Illinois. 
This same year, Sam Pardy received as income $1,500 from the Ben- 
venutis. His total income had never exceeded $5,000. In the same 
year, the homes of both Caesar and Leo were bombed. The muscle 
started. 

In the year 1948, drastic changes took place in the internal organiza- 
tion of the Erie-Buffalo wheel. Suddenly Sam Pardy and Tom 
Manno, a brother of Pat and a junior partner in the Rome-Silver and 
Standard-Golden Gate wheels, appear as partners in Erie-Buffalo, each 
netting for 1948 from the operation of Erie-Buffalo $305,000 each. 
Tom Manno’s income from the two Capone wheels in past years had 
been a mere $40,000. His vacancy was filled by his brother Sam 
Manno. Caesar and Leo Benvenuti contented themselves with re- 
ceiving payments of $50,000 each from the wheel they previously 
owned. 

In 1949, the new partners, Pardy and Manno, received $135,000 
each from the Erie Buffalo. Their ‘“‘associates’’ Leo and Caesar 
Benvenuti were paid the same $50,000 each. 

In the Erie-Buffalo records, a single significant item appeared in 
1949 under the heading of “Special services.’”” The amount covered 


under this item was $278,000, which was paid to the partnership of 
Anthony Accardo and Jacob Guzik. What the special services were 
bore no explanation. ‘The result is self-evident. Three of the largest 
policy wheels in operation were under the dominance and control of 
the mob. In the middle of 1950, the Benvenutis left for an extended 
visit to Europe. 
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LEGISLATORS OPPOSE ANTICRIME LAWS 


Substantial testimony was adduced before the committee that cer- 
tain members of the State legislature, particularly those living in dis- 
tricts most heavily infested “by racketeers, vote against legislation 
designed to curb gangster activities and urged for passage by the 
vigorous Chicago Crime Commission and associate freely with their 
gangster constituents. Roland Libonati, Democ ratic State senator 
from the West Side, and a close associate of C apone’s, spearheaded the 
opposition to the reform legislation proposed by the Chicago Crime 
Commission and Governor Stevenson and backed by the bar. Repre- 
sentative James J. Adducci, Republican member of the bipartisan 
coalition against reform, has represented Chicago’s West Side for 17 
years. Adducci has been arrested a number of times in company with 
Capone mobsters and admitted to accepting campaign contributions 
from Lawrence Mangano, a well-known figure in the Capone hierarchy, 
explaining that in his district it was necessary to “accept finances 
from any kind of a business.’’? Adducci has recently been indicted on 
the basis of his testimony before the committee that he received com- 
missions amounting to $6,000 a year for securing orders from the State 
for printing and supplies. 

It was perfectly obvious, as must be the case wherever large-scale law 
violations exist, that many of the law enforcement officials have been 
corrupted, although i in the time available to the committee, only a few 
cases could be found where direct payments to police could be estab- 
lished. On the other hand, the committee heard and saw shocking 
evidence of inefficient or nonexistent law enforcement; of unexplained 
wealth enjoyed by low-salaried police officials; of brazen neglect of 
duty on the part of local officials, and in some localities, of apathy 
amounting to approval on the part of the public. 

Evidence of individual police payoffs is difficult to uncover, and it 
was neither possible nor dnaieable | for this committee to engage in a 
prolonged search for specific instances of corruption. As John Ros- 
selli, onetime Capone henchman, frankly stated before the commit- 
tee, the wire service, the handbooks, the slot machines, and the other 
rackets which have thrived in the city of Chicago cannot operate with- 
out local corruption; if the handbooks are open, the conclusion is 
inescapable that the police are being paid off. 


PUNCHBOARDS 


There are 30 to 40 punchboard manufacturers in the United States. 
The boards are shipped in interstate commerce. Their use in most 
of the States is contrary to local law. The Sax interests in Chicago 
are probably the largest makers of punchboards. There are about 
six or seven other leading producers. ‘Total sales by all manufacturers 
is about $10,000,000 annually. 

Of the total number of boards produced, 95 percent are so-called 
straight money or gambling boards. The remaining 5 percent are 
used for the merchandising of candy, cigars, cigarettes, etc. But even 
this type of board is often used for gambling. 

Punchboards vary in price from $2 up, depending on the type 
and elaborateness of the board. A common type of board which 
sells for $2 will pay out $80 in prize money on a $120 total play, a 
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$38 profit on a $2 investment. If, as sometimes happens, the board 
is destroyed before the large money prizes are punched, the profit 
may be greater. 

Some distributors and jobbers place the boards in locations on a 
comma basis, splitting the profits with the proprietor on a 50-50 

asis. 

Testimony was given to the committee that some concerns, for an 
additional cost over and above that of the board, will furnish a key 
to the board. In such circumstances, the probable profits to the 
proprietor and the chance of winning by the gullible gambler are 
obvious. The victimizing of the proprietor by a confederate of the 
jobber who has the key to the winning numbers is another method of 
operation. 

The use of punchboards for gambling is on the increase. They 
provide a great incentive to gambling. A variation of the punchboard 
is the penny pushcards which have great attraction for children. 
Cease and desist orders of the Federal Trade Commission against the 
use of these boards have been upheld by the courts. 

It is, of course, not possible to estimate with any great degree of 
exactitude the annual sum played on punchboards. In view of the 
number of boards manufactured, the committee believes that to 
estimate this figure to be $100,000,000 would be conservative. 


CRIME CONDITIONS IN ILLINOIS 


Cook County.—Law enforcement in the city of Chicago is primarily 
the responsibility of the mayor and the commissioner of police. Out- 
side the city, but within the boundaries of Cook County, lie a number 
of incorporated villages each with its own mayor and its own chief of 
police. These areas are also under the jurisdiction of the State’s 
attorney and the county sheriff, but the testimony before the com- 
mittee revealed a pattern of continuing attempts to shift responsibility 
from one law enforcement agency to another. 

As in other cities, the committee found that gambling operations 
were even more extensive and wide open just outside the city limits. 
The committee found evidence of lush gambling operations in Cicero, 
Burnham, Melrose Park, and other of the incorporated villages just 
outside Chicago. 

Law enforcement in the areas outside the city has been particularly 
lax because of the ineffectiveness of the sheriff’s office under former 
Sheriff Elmer M. Walsh, who did not stand for re-election, and his 
predecessors, and the indifference or outright dishonesty of the local 
chiefs of police. Sheriff Walsh’s excuse for this laxity was lack of 
adequate personnel and lack of jurisdiction. The ward sponsorship 
system, which results in a complete turn-over of personnel in the 
sheriff’s office with the election of each new sheriff, cannot possibly 
yield an effective enforcement agency. 

In 1949, gambling conditions in the area outside Chicago had 
reached proportions which made it necessary for the State’s attorney 
for the county to undertake gambling raids. Anthony A. Ghersco- 
vich, administrative assistant to the State’s attorney, told the com- 
mittee that prior to that time, the State’s attorney’s office had notified 
the sheriff and the chiefs of police of gambling operations within their 
jurisdiction but that nothing had been done to stop them. Asa result 
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of the raids conducted by the State’s attorney, a number of chiefs of 
police were indicted. Henry Wlekinski, the chief of police of Calumet 
City, indicted for malfeasance in office, admitted to the jury that 
gambling was rampant in the city. He defended his action on the 
grounds that the license fees from illegal taverns were supporting the 
town and were responsible for the low tax rate enjoyed by its citizens. 
On the basis of this defense, he was acquitted of the charges and re- 
mains in office as chief of police. Gambling operations appeared to be 
unimpeded when this committee visited Calumet City. 

A similar situation existed in Melrose Park where Rocco de Grazia, 
Capone mobster, has operated the famous Lumber Gardens and other 
wide-open establishments for years. The chief of police was notified 
of these operations by the State’s attorney’s office, but took no action 
to stop or curtail this wide-open gambling operation. He was in- 
dicted for nonfeasance but acquitted, and is still in office. The 
pattern is repeated in Cicero, which has had three chiefs of police in 
recent years, but which is still the seat of lucrative gambling operations 
by a number of members of the Capone syndicate. The records of 
the chiefs of police in these towns, where gambling joints could be 
identified merely by walking down the street, are records of neglect of 
official duty and shocking indifference to violations of law. Equally 
shocking is the acquiescence of the people of the towns, as evidenced 
by the acquittal of these men and their continuation in office. 

A reason for lack of conscientious enforcement of gambling laws 
was disclosed by the testimony of Police Capt. Dan Gilbert, known as 
the world’s richest cop and for many years chief investigator for the 
office of the State’s attorney for Cook County. Gilbert, democratic 
candidate for sheriff of Cook County, testified before the committee 
that he placed bets himself with a well-known Chicago betting com- 
missioner. He admitted this was not legal betting. In explanation, 
he testified, “I have been a gambler at heart.’’ Although agreeing 
that raids could be initiated by his office on bookies in the city, 
Gilbert admitted it had not been done since 1939, despite the fact 
that practically every bookmaking establishment in the city of 
Chicago was listed in the recently published hearings before the 
McFarland subcommittee of the Senate Interstate and Foreign 
Commerce Committee. 

Grundy and La Salle Counties.—The story of local corruption and 
indifference which was repeated many times in testimony before the 
committee, is not confined to the locality of Cook County. In 1950, 
at the direction of Governor Stevenson, the State police made a 
number of raids on known gambling joints. Among the places raided 
was the Seven Gables Tavern in Grundy County, which contained a 
bookie operation with a play of about $200,000 a year, a crap table, a 
roulette wheel, and slot machines which were repaired by the father 
of the State’s attorney for Grundy County. The gambling operations 
were apparently wide open, but William Spellisy, proprietor of the 
tavern, testified that he had never been bothered by the police before 
the 1950 raid. 

The committee also heard testimony regarding large-scale bookie 
and slot machine operations in neighboring La Salle County. 

Thomas Cawley admitted in his testimony that he had operated two 
books, roulette and a crap table for about 15 years in the towns of La 
Salle and Streator. Cawley testified that his large gambling operations 
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were generally known, but that he had never been disturbed by the 
sheriff or the chief of police. Cawley denied that he had paid money 
for protection, but admitted making political contributions, and a 
close friendship with Mike Welter, ex-sheriff of La Salle County who 
was frequently visited by Francis Currie and Claude Maddox, old- 
time members of the Capone syndicate. Cawley testified before this 
committee that he received occasional orders to close operations, but 
that such orders were overlooked in a short time and operations re- 
sumed. When Mr. Cawley first testified before the committee in 
October 1950, he stated that operations in the county had been slowed 
down in the preceding 3 months, but by the time of his second appear- 
ance in December, gambling was proceeding as usual in La Salle 
County. Cawley told the committee that his operations were possible 
because 90 percent of the people in the county wanted it that way, and 
his point was proved by the election as sheriff of a man who openly 
supported gambling in La Salle County. 

Madison and St. Clair Counties.—The committee heard from a num- 
ber of citizens who stated that slot machines could be found “in such 
places as drug stores, confectioneries and even grocery stores’’ at all 
times since 1927 to the present. A notorious vice district known as 
the Valley ran without interference until closed by Federal military 
authorities. A grand jury in 1946, although plagued by lack of 
cooperation from prosecuting officials, found appalling vice and 
gambling conditions in St. Clair County. The caiinae ieee testi- 
mony about similar wide-open conditions in Madison County. 

Most shocking in Madison and St. Clair Counties was the utter 
blindness of law-enforcement officials and the evidence of their unex- 
plained income. The testimony of John English, commissioner of 
public safety of East St. Louis, that he knew of no major law viola- 
tions in his city seemed to the committee to verge on the incredible. 
He testified that he had never done anything to disturb the operations 
of Carroll and Mooney and did not know that they were among the 
biggest bookmakers in the country although this has been notorious 
on a Nation-wide basis for along time. He stated that the first time 
he knew anything about Mooney’s operations was when he read it in 
the papers. He also told the committee that it was his understanding 
that Carroll was violating no Federal or Illinois law. The committee 
asked him about a eee of other well-known bookmakers whose 
operations were common knowledge in his area, but the commissioner 
asserted he knew nothing about them. He admitted having stated 
publicly that in his opinion “it was all right to bet any place else if 
they wanted to make a bet.’’ With this kind of an attitude, it is no 
wonder that law was flagrantly disregarded in East St. Louis. 

The committee had no better impression of the law-enforcement 
activities of Adolph Fisher who testified that he had been sheriff of 
St. Clair County from 1946 until 1950. Although the operations of 
C.J. Rich & Co. and of the Carroll-Mooney partnership were notorious 
throughout the United States, Sheriff Fisher, in whose county they 
were operating, told the committee he knew nothing about them. In 
fact, he testified that he first learned about Mooney and Carroll when 
this committee’s investigation started. When it was pointed out to 
him that it had been a matter of public record as a result of Carroll’s 
own testimony before the Senate Committee on Interstate and 
Foreign Commerce some months earlier, Sheriff Fisher corrected his 
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testimony to say that at that time he sent a deputy down to the 
establishment but found nothing going on. He could not recall 
whether he sent the deputy in the daytime or nighttime or whether 
any efforts were made to follow up the investigation. This commit- 
tee’s investigators, however, had no difficulty whatever discovering 
the Carroll-Mooney operation going at full steam. 

A similar picture was presented through the testimony of Mr. 
Dallas Harrell who had been sheriff of Madison County from 1946 
to 1950. His very frank answer to a question of why he took no 
action in putting out of business large gambling establishments such 
as the 200 Club was that he left that up to the cities and “‘if the 
mayor and the chief of police and the citizens of Madison, the city 
of Madison, were satisfied with it, it suited me.” 

Although Sheriff Harrell testified that there were no commercial 
slot machines in Madison County while he was sheriff, the committee 
learned that the Bureau of Internal Revenue’s list of persons who had 
paid the $100-per-annum tax on establishments in which slot machines 
were maintained had been published in the newspapers of St. Louis. 
Sheriff Harrell stated that he knew this; nevertheless no action was 
taken against slot machines. 

There can be little doubt in the minds of the committee that ‘wide 
open” conditions flourish in Madison and St. Clair Counties because of 
protection and ‘“payoffs.’” Commissioner English, for example, 
never gave a satisfactory explanation of his large accumulation of 
assets since he became commissioner of public safety, nor the nature 
of the so-called “political contributions” which he reported as income. 
Chief of Police John Vickery, of Fairmont City, Ill., who had pre- 
viously been a coal miner, first began to sport a Cadillac car and a 
$1,200 diamond ring when he became police chief. Perhaps his atti- 
tude toward bookmaking explains his sudden wealth. When asked 
why he permitted a bookmaking establishment to operate within a 
block of his police station, his answer was ‘‘I just never had had no 
complaint about it.” 


TAMPA 


The committee hearings in Tampa were conducted against a back- 
drop of gangland violence and vengeance pointed up by a sordid record 
of more than a dozen racket killings and six attempted assassinations 
in less than two decades. 

Through this bloody history runs the obscure but sinister shadow 
of Mafia operations, with its accompanying links between the crim- 
inal overlords of Tampa and their counterparts in other sections 
of the country. The committee could not make an adequate in- 
vestigation of the Mafia background of these murders because all 
suspected Mafia adherents vanished from their homes and usual 
haunts when it became known that the committee intended to investi- 
gate their activities. Months have passed since the committee’s 
visit to Tampa, but these men have continued to evade process. It 
is freely stated in the particular circles in which they operate that 
they intend to remain in secret refuges until the life of this committee 
expires. 


In Tampa, as in other cities visited by the committee, there was 
found the same dismal pattern of corruption of public officials by 








64 ORGANIZED CRIME IN INTERSTATE COMMERCE 


entrenched gambling interests which the committee has found in other 
cities. There is testimony in the committee’s record showing that 
these interests have resorted to the customary policy of outright 
bribery and have channeled substantial amounts of money into 
political campaigns, manifestly for the control they can exercise over 
law-enforcement officers. The committee’s findings in Tampa led 
to the inescapable conclusion that the gambling element over a long 
period of years has throttled any and all efforts to secure an adequate 
degree of law enforcement in this community. 


BOLITA GAMES THRIVE IN TAMPA 


The principal source of revenue for the gambling fraternity in Tampa 
is a variation of the numbers racket known as bolita. The pattern of 
operations is similar to the numbers racket in other parts of the coun- 
try but with some variation in the systems of drawing the numbers. 
The committee has also established that the system of distributing 
the bolita business among the existing bolita bankers is different from 
the methods employed in other cities in arriving at an equitable divi- 
sion of the spoils. 

The committee found elsewhere that those engaged in the numbers 
racket were inclined to establish territorial limitations within which 
numbers banks could operate. In Tampa the bolita operators were 
free to operate anywhere within the territory. However, each banker 
received an assignment of men who were charged with the obligation 
of picking up the day’s play and these men in turn were furnished 
with the names of specific places where bolita was sold. Thus the 
operations of any particular bank were limited to a specific number 
of selling points and an adequate number of pick-up men to cover 
these points, regardless of geographical location. 

Apparently bolita operations do not run smoothly in Tampa. The 
last two gangland killings involved leading principals in the operation 
of the bolita racket. Jimmy Velasco was killed on December 12, 
1948, and Jimmy Lumia on June 5, 1950. No one was convicted of 
either murder nor of any of the other Tampa gangland slayings, with 
one exception in 1932. 

Admittedly, the participation of the Mafia in Tampa’s series of 
murders and attempted assassinations is predicated on inferences. 
As is well known, intimidation and threats of retaliation operate to 
silence witnesses of homicides traceable to this organization. How- 
ever, an analysis of the existing information produces some enlighten- 
ing facts which are susceptible of being woven into an easily recogniza- 
ble pattern. Connections with other cities are clearly shown by the 
record. One of the fugitives from the committee’s process was Santo 
Trafficante, Sr., reputed Mafia leader in Tampa for more than 20 
vears. It is an undisputed fact that a search of the effects of Jack 
Dragna, one of the alleged Mafia leaders on the Pacific coast, yielded 
the telephone number of Trafficante and also that of the late Jimmy 
Lumia. 

The lamentable state of the files of Tampa killings, kept by the 
Tampa Police Department, was emphasized by the testimony of Chief 
of Police M. C. Beasley. In fairness to Chief Beasley, it must be 
pointed out that he had occupied his position only 5 months prior to 
the time he was called to testify before the committee and the responsi- 
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bility for the condition of the department’s records was not attribut- 
able to him. 

Requested to produce the files concerning the gangland killings ini 
which the committee was interested, Chief Beasle »v was forced to admit 
that in many of the cases there were no files at all, and that in most of 
the remainder the information was extremely sparse. Whether the 
disappearance of the records was a matter of accident, carelessness, or 
design was not readily discernible. 


POLICE FILES ON MURDERS MISSING 


One of the missing files dealt with a character known as George 
“Saturday” Zerrate, twice made a target of gangland vengeance. On 
November 10, 1936, he was shot at Eighth Avenue and Fourteenth 
Street in Tampa by two gunmen in a ear, firing sawed-off shotguns. 
He was also attacked by gunfire on another occasion at his home in 
the 2100 block of Nebraska Avenue. Zerrate’s career was marked by 
an arrest in New York as a suspect in dope trafficking with Charles 
“Lucky” Luciano. The only murder conviction in Tampa during the 
past two decades was that involving Zerrate’s brother, Mario, who was 
given a life sentence for the killing of Armando Valdez, a wholesale 
produce dealer, in 1932. Oddly enough, the records in the Valdez 
slaying also were missing from the police department files. 

Another significant tie-up with the Mafia appeared in the murder of 
Joe Vaglichi, alias Joe Vaglichio. He died in a hail of shots poured 
from shotguns wielded by assassins in a passing car outside his sand- 

wich stand early on the morning of July 29, 1937. There were no 
arrests and Vaglichi’s past history caused police at the time to credit 
his death to Mafia internal conflict. Vaglichi was one of 23 Italian 

ansters rounded up by the Cleveland Police Department in a hotel 
in that city in December 1928 after the Cleveland police had been 
tipped off that Mafia leaders were congregating there for a meeting. 
Thirteen revolvers were found among the 23 prisoners, who also in- 
cluded Ignazio Italiano of Tampa. Vaglichi also had been tabbed by 
authorities in subsequent years as a killer in the pay of the Mafia for 
jobs in New York, Chicago, Detroit, and New York, although never 
convicted. He also was reported to have had a brother in the Chicago 
rackets who had been a bodyguard for Al Capone. ‘The Tampa police 
file on the Vaglichi slaying was limited to a newspaper report of the 
murder, Vaglichi’s criminal record, and a statement about the killing. 
There were no investigative reports of any kind. 

Indications of a New Orleans connection with the Tampa killings 
were found in the circumstances surrounding the murder of Ignacio 
Antinori, slain by a masked gunman in a suburban tavern in October 
of 1940. Information in the hands of the committee was to the effect 
that the murder weapon was traced to a New Orleans store where it 
had been purchased by a man who gave the obviously false name of 
John Adams. The date of the purchase was October 7, 1939, which 
was only 5 days before the murder of Mario Perla. Whether the 
same gun figured in both murders was not made clear. Antinori had 
been at odds with the syndicate controlling Tampa gambling for 3 
years before he was slain. He was the father of Paul aud Joe Antinori 
who have been involved in narcotics activities. 
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Chief Beasley, with nearly a quarter of a century of police exper- 
ience in Tampa except for the period between 1942 and 1946 when he 
served in the Armed Forces, gave the committee his views on the 
existence of the Mafia in the following testimony: 


Question. Do you believe there is a Mafia or syndicate? 

Answer. I absolutely do; yes. 

Question. Do you believe—you do? 

Answer. I believe it does exist. 

Question. Would you like to tell us what your concept of the Mafia is and its 
effect on these murders and witnesses? 

Answer. My concept of the Mafia is that—well, I believe it consists of Italian 
people who have come from the southern part of Italy, Sicily—I believe they are 
known as Sicilians—that have immigrated into this country through the immi- 
gration channels in the early part of Mussolini’s regime. There were criminal 
bands, as I have read the history of it, running wild and rampant over Italy and 
Sicily especially, that came over here and, as a result, we have the Al Capones 
and other different people that organize into a crime syndicate. I believe that 
those people got themselves into this crime syndicate through a lot of political 
influence, higher than I am and higher than—I think I would be small fry to 
the contacts that they have. 

Question. From your investigation of these various murders, do you feel that 
any of those were perpetrated as a direct result of a Mafia order? 

Answer. I can only assume that it was, because of the circumstances that sur- 
rounded each one of them. I have not had the direct testimony that we could 
convict in court on. 

Question. We appreciate that. We did not ask, would not ask you for an 
opinion on something like that. As to the actual triggerman, the gunman, in 
some of these killings, do you feel that they are local members of the Mafia, or 
that they are imported gunmen? 

Answer. I always judged that they were imported, because they had far-reach- 
ing activities, just like you show in your chart there, and they have—it would be 
foolish for one of them who is well known in the city of Tampa to go out on the 
street, even in the day or night, and perpetrate a shooting there. Then there 
has been evidence that you will find in these records that will trace some of the 
actual implements of death, trace it back to different cities out of Tampa. 





NOBODY GOES TO JAIL FOR GAMBLING 


Law-enforcement officials in Tampa have been unable to cope with 
violence stemming from organized crime. They have also been unable 
to enforce the gambling laws of the State. In the city of Tampa and 
Hillsborough County for the period of January 1 to September 1, 1950, 
only 96 arrests for gambling violations were made and not one of those 
apprehended landed in jail. Forty-five of those arresved forfeited 
bonds and the charges against 43 others were dismissed. Only six 
defendants were fined and there were two cases pending as of Sep- 
tember 1, 1950. 

It should be noted that much of the violence in Tampa arises out of 
the failure on the part of the police department to enforce the gambling 
laws. Antinori, Lumia, and Velasco, three victimns of gangland kill- 
ings, all had at one time or another before their deaths held the 
tenuous title of king of Tampa gambling. 

The close alliance between gambling and violence in Tampa is also 
illustrated by the testimony of Charles M. Wall, a recognized power 
in gambling activities in the Tampa area for nearly a half century. 
Over a 14-year period, Wall was the target of three attempts on his 
life. Wall, who managed to escape on all three occasions, blandly 
insisted that he knew of no reason why anyone would try to murder 
him and admitted that no one had ever been arrested for these abortive 
attempts to kill him. 
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A large portion of the testimony in Tampa dealt with the impact 
of unchecked gambling on the community. The committee’s investi- 
gations have conclusively demonstrated that illegal gambling cannot 
thrive without protection from law-enforcement officials. The Tampa 
testimony bristles with allegations of bribes to law-enforcement officials 
and categorical denials from such officials. 

The central figures in this welter of confusing testimony are Sheriff 
Hugh L. Culbreath, State attorney J. Rex Farrior, and retired Chief 
of Police J. L. Eddings. Sheriff Culbreath had his opportunity to 
refute the accusations of graft and official misconduct at the Tampa 
hearing and again in Washington. Farrior appeared in Washington 
and denied that he was the recipient of graft payments. The com- 
mittee has no way to establish the truth or falsity of these denials. 
Nevertheless, when Farrior was questioned about the lax enforcement 
of the gambling laws in the Tampa area, he took refuge in double talk 
and attempted to evade responsibility by blaming others for his failures. 
Eddings was invited by the committee to appear in Washington but 
declined the opportunity to answer the allegations of misconduct 
voiced by several witnesses at the Tampa hearings. 

It should be noted that after his appearance before this committee, 
Sheriff Culbreath was indicted by the grand jury of Hillsborough 
County, Fla., for taking bribes and for acts of nonfeasance and mis- 
conduct in office. 

The committee does not wish to usurp the function of a trial jury 
and pass judgment on Culbreath. However, it should be noted that 
Culbreath has never satisfactorily explained to this committee how 
his net worth grew from approximately $30,000 to more than $100,000 
during his years as sheriff of Hillsborough County. Nor did Sheriff 
Culbreath satisfactorily explain his association and business relation- 
ships with Salvatore “Red” Italiano, a notorious gang leader in the 
Tampa area, who has consistently evaded the subpena of this com- 
mittee. 

Difficult to understand also is the real estate deal between Culbreath 
and John Torrio, Capone’s predecessor in Chicago. Finally, the com- 
mittee must continue to wonder at how a sheriff sworn to uphold the 
law could permit his brother and one of his employees to carry on 
bookmaking operations, right in the county jail. 


CLEVELAND 


Organized crime in the Cleveland area presents the familiar pattern 
of a mob that had grown rich and powerful during prohibition days in 
the illicit liquor business and which transferred its activities after 
repeal to the even more lucrative field of gambling. The Cleveland 
gambling syndicate consists primarily of the following individuals: 
Morris Kleinman, Samuel “Gameboy” Miller, Moe Dalitz (alias 
Davis), Louis Rothkopf (alias Rhody and Zarumba), Samuel Tucker, 
and Thomas J. McGinty. Affiliated with the syndicate is an account- 
ant, Alvin Giesey, who also functioned as secretary for certain corpo- 
rations owned by the syndicate. The attorney for many of the opera- 
tions of the syndicate is Samuel T. Haas. Haas was sought by the 
committee for questioning but has until recently evaded service of a 
subpena by going to Jamaica, British West Indies. This group has 
enjoyed close relationships and associations with certain gangsters and 
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musclemen, who also participated in enterprises conducted by the 
gambling syndicate. Included in this latter group are the two 
Polizzis, Alfred and Albert (““(Chuck’’), John and George Angersola 
(alias King), James Licavoli, Jerry Milano, Joseph DiCarlo, and others. 

The syndicate’s major field of operations has been the conduct of 
gambling casinos at which all forms of gambling were provided, from 
roulette to craps, from chuckaluck to horse bets and slot machines. 
However, in the many different communities in which the syndicate 
penetrated, it never had the monopoly which one has come to associate 
with syndicate operations. Thus local mobs ran competing gambling 
enterprises. It should be noted, however, that in certain instances 
competing local enterprises were eventually absorbed by the syndicate 
and, in other cases, arrangements were entered into by which the 
plushier enterprises were operated by the syndicate in conjunction 
with local partners, while the less expensively appointed places catering 
to the average citizens were run by local characters. 


GAMBLERS MOVE TO ADJACENT COUNTIES 


The story of the Cleveland syndicate’s gambling operations begins 
in the city of Cleveland itself. For many years gambling casinos like 
the Harvard Club, the Ohio Villa, and the Thomas Club ran wide 
open in the city of Cleveland. Governor Lausche, then a judge; Safety 
Director Eliot Ness, and Prosecutor F. T. Cullitan, acting in concert, 
closed these places in the early 1940’s and they stayed closed. Prior 
to this time, however, the Cleveland syndicate oe begun to expand 
into the counties outside of Cleveland itself. Apparently the heads 
of the Cleveland syndicate knew that their days in Cleveland itself 
were numbered and they had previously decided upon various hedg- 
ing operations which took them and their illicit businesses into the 
outlying counties of Geauga, Lake, Trumbull, and Lawrence, where 
local sheriffs, prosecutors, and other persons charged with law en- 
forcement were more susceptible to gangland influences. The Petti- 
bone Club in Geauga County, the Siouols Club in Lake County, 
the Jungle Inn in Trumbull County, the Colony Club and the Con- 
tinental Club in Lawrence County, and the Colonial Inn in Green 
County were among the most notorious establishments conducted by 
the Cleveland syndicate. These gambling clubs operated in open 
defiance of the law. Transportation was arranged for out-of-town 
and out-of-State participants in the gambling games. Players were 
brought to these clubs from West Virginia, Michigan, Illinois, Indiana, 
Kentucky, and other States. These gambling operations were finally 
shut down by the vigorous action of Gov. Frank J. Lausche, who used 
powers available to him under the State liquor and fire laws to enforce 
compliance with the State’s gambling statutes. 

The Cleveland syndicate, however, is resourceful, and is ever alert 
for opportunities to stay in business. Even prior to the shut-down 
of the various clubs in Ohio, plans were laid for an extension of 
syndicate operations into the wide-open communities of Campbell and 
Kenton Counties of northern Kentucky. Again the syndicate ran 
into local competition. In this area, the syndicate and the local 
talent operated such gambling enterprises as the Look-Out Club, the 
Beverly Hills Club, the Yorkshire Club, the Merchants Club, the 
Flamingo Club, the Latin Quarter, and the Kentucky Club. 
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A MILLION LOAN FOR DESERT INN 


So rich did the Cleveland syndicate become from its operations that 
when Wilbur Clark needed over a million dollars to complete the plush 
Desert Inn at Las Vegas, he applied to the syndicate and obtained the 
money in return for which the syndicate acquired over 59 percent of 
this gambling enterprise. In addition, syndicate members also ob- 
tained interests in some of the gambling casinos in the Miami area, 
such as the Island Club, in which Samuel ‘‘Gameboy” Miller is a 
principal partner. 

In the Ohio-Kentucky communities in which wide-open gambling 
has been carried on by the syndicate and by local hoodlums, officials 
are strangely afflicted with the inability to see the obvious, a disease 
which seems to afflict law-enforcement officials in wide-open communi- 
ties everywhere. The police chief of Newport, Ky., was probably the 
only adult in the city who did not know that there were wide-open 
gambling houses in his community. Any taxi driver could have taken 
him to them. The casinos were so unconcerned with the possibility of 
interference with their operations that they advertised openly in the 
Cincinnati papers. In addition, streamers advertising the attractions 
at these places were placed on the windshields of automobiles. It 
should be noted that the gambling reoms of the establishments run 
by the syndicate in Campbell and Kenton Counties, Ky., shut down 
just before the committee hearings in Cleveland on January 17, 1951. 
It is significant that an advertising card has been circulated stating 
that Beverly Hills Country Club in Southgate, Ky., one of the syndi- 
cate establishments, advertised that it would reopen on April 1, 1951, 
which by a strange coincidence was 1 day after the anticipated expira- 
tion of the committee. 

The failure of law-enforcement officials to enforce the gambling laws 
is the primary reason for the existence of the gambling casinos in 
Campbell and Kenton Counties. The failure is not accidental nor 
is it due to the mere inefficiency of local law-enforcement officials. 
As in other areas, the committee found a close financial and personal 
relationship between law-enforcement officials and the gambling 
interests. For example, the sheriff of Lawrence County guaranteed 
the water and gas bills of the Continental Club, a notorious gambling 
casino which was run by a convicted killer. The sheriff of Lucas 
County explained his sudden acquisition of wealth by stating that 
he had won considerable money in betting, although he had never 
made such sums prior to attaining the sheriff’s office. A proprietor 
of electrical appliance stores, who also ran gambling casinos, supplied 
the sheriff of Trumbull County with various electrical appliances, in- 
cluding an $850 television set. 


TAX ACCOUNTANT RACKETS PARTNER 


Of particular interest in the Cleveland hearings are the relationships 
of Alvin Giesey to his racketeering employers. Alvin Giesey presents 
the familiar pattern of an accountant who had numerous gangster 
and racketeering clients. The cream of the Cleveland underworld 
had their tax returns prepared by Giesey. Giesey actually had a 
share in the illegal enterprises of his clients. He was an officer of two 
corporations which owned the land upon which gambling operations 
were conducted and he was also an officer in a corporation that oper- 
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ated the gambling casino itself. In addition, he had a share of certain 
jukebox companies which did a considerable business in slot machines. 

It was Giesey who gave the committee one of the clearest demon- 
strations of how the Federal Government may be defrauded of 
hundreds of thousands of dollars in taxes from the operations of 
gambling enterprises. There was absolutely no way of guaranteeing 
the accuracy for tax purposes of the figures submitted to Giesey by 
the gambling enterprises. Adequate books and records were not kept. 
Before the figures of income and outlay were submitted to Giesey, 
hundreds of thousands of dollars were probably taken off the top of 
the bank roll. Gliesey, like so many of the other accountants who 
serve gangsters, merely used the figures submitted and prepared the 
tax returns. Although he was an experienced public accountant, he 
made no effort to verify any of the figures submitted to him. Since 
the major portion of a gambling casino’s business is in cash, no ade- 
quate check can be made to determine the accuracy of reported 
figures of income and outlay. 

Two other matters brought out at the Cleveland hearings are sig- 
nificant. The first relates to the typical muscling-in operation which 
took place in Youngstown, Ohio, and which was described in detail to 
the committee by Police Chief Allen. 

Through the testimony of Chief Allen, and evidence before the com- 
mittee in the case of Joseph Di Carlo, a typical enforcement operation 
was described. Di Carlo was a criminal with a long and unsavory 
record in Buffalo, N. Y. For reasons unknown, he decided to transfer 
his operations to Ohio, coming first to Cleveland and finally settling in 
Youngstown. Shortly after his arrival in Youngstown, Di Carlo and 
his partners, Aiello and Caputo, made their rounds of the local 
bookies and advised them that as of a certain time, the partnership 
was going to take 50 percent of the gross receipts of the local bookies. 
Statements to this effect given to Chief Allen in 1948 by Manley, 
Alpern, Cavallaro, and Melik revealed two basic means of intimida- 
tion used by the Di Carlo partnership to effectuate its orders to the 
bookies. First, the partnership threatened to use political influence to 
drive the bookies out if they did not succumb to the enforced arrange- 
ment and, second, they threatened physical violence. These familiar 
muscling-in tactics resulted in a complete surrender on the part of the 
bookies. This was the same Di Carlo who openly and contemptu- 
ously defied the committee when he was asked questions concerning 
his business operations and the sources of his livelihood. 

The other situation relates to the wire service. Arthur B. McBride, 
whose son is the nominal owner of Continental Press, described in 
some detail at the Cleveland hearing his key position in the distribu- 
tion of gambling information to bookmakers for over a score of years 
through the wire service. His testimony will be considered in the 
section of this report dealing with the wire service. It should be 
noted here, however, that one of McBride’s ‘tough boys’? upon whom 
he depended during the days when he was involved in newspaper 
circulation and taxicab wars, was Morris ‘“Mushy’’ Wexler. Mushy, 
like so many of McBride’s former musclemen, now holds a key position 
in the distribution of wire service for Continental Press in the Ohio 
area through his ownership of the Empire News Service. Wexler 
could not be questioned as he evaded the service of a subpena, but in 
Ohio as elsewhere, although there is an attempted facade of respecta- 
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bility, the Empire News Service is primarily engaged in the distribu- 
tion of gambling information to bookmakers. 


DETROIT 


The committee chose the Ford Motor Co.’s River Rouge plant as 
a laboratory in which to investigate the problem of large-scale, 
organized in-plant gambling, which disturbs the operations of many 
industrial centers throughout the country. The sole reason for 
focusing attention on the River Rouge plant was that it is believed 
to be the largest single manufacturing establishment in the world 
and no other significance should be attached to the choice of this 
plant. A Ford Motor Co. official stated that 69,000 persons were 
employed in an area which covers 1,212 acres. For this reason it was 
believed that there was probably a larger amount of in-plant gambling 

oing on within the perimeter fence of this plant than anywhere else. 
he committee, however, did not find that there was more gambling 
going on per capita in this plant than in any other. 

The Ford management, the union, the chief of police and an indi- 
vidual worker were in agreement that the practice of gambling was 
very widespread and that the principal problem was the numbers 
game or policy racket, but no one was able to give the committee 
exact figures. Gordon L. Walker, chief of the security department of 
the Ford Motor Co., stated that estimates of the annual amount 
gambled within the plant ran all the way from one to one hundred 
million dollars. He told the committee that he could not give any 
more informed estimate. It seems clear, however, that the figure is 
much in excess of the lower of the two figures suggested above. Saul 
A. Glazer testified that he had worked in the foundry at the River 
Rouge plant and that gambling was going on virtually everywhere. 
He stated that he knew of particular closets or rooms which were 
regularly used for gambling purposes, that many suppliers of parts or 
equipment who had counters would openly take bets or make numbers 
wagers over their counters and that it went so far that operators of 
overhead cranes would roll their cranes up and down buildings lowering 
buckets with their cranes into which wagers and money would be put. 

One of the most interesting, although discouraging, aspects of this 

roblem is that there appears to be a determined effort on the part of 
both management and Choe to pass the responsibility from one to the 
other. The committee heard that on some occasions organized 
ramblers would throw very large funds into union elections in major 
ome in the Detroit area in the hopes of securing the election of officials 
who would tolerate in-plant gambling. Their use of money by gang- 
sters to influence the outcome of union elections is unquestionably a 
perversion of the labor-union movement. 


GAMBLING IN MOTOR PLANTS 


It is the committee’s belief that the numbers racket in Detroit plants 
is very highly organized. The bets are picked up by one group. The 
actual numbers are carried out of the plant by a second group. If this 
second group is arrested, they have no money in their possession and 
prosecution is difficult. A third group takes the money out and if 
these men are arrested they have nothing on them but currency which 
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makes prosecution difficult. The money and the bets go to collectors 
and then on up to bankers. The committee was told by the police 
officials of the city that it was extremely difficult to press a case on 
anyone in the upper levels of the hierarchy of numbers. The com- 
mittee notes with satisfaction, however, that one entire numbers 
system, or “Snoozy House,” as it is called in Detroit, was recently 
successfully prosecuted. 

In this connection the committee finds that not only in Detroit, 
but throughout the country, the members of the lower echelons in the 
numbers racket, who are not major criminals, are arrested, plead 
guilty, and receive fines. These fines are not paid by the persons con- 
victed but are paid as a part of the cost of doing business by the big- 
scale numbers racket. These fines are purely a business expense to 
the major operators. They have no deterrent effect on the latter, nor 
on the minor characters in the racket, since they do not pay the fines. 
Jail for the minor operators appears to be the only way to effectively 
curb their operations. 

As noted above, both labor and management shifted to each other 
the responsibility for plant gambling. It is the committee’s opinion 
that neither management nor labor can be charged with the entire 
burden of suppressing plant gambling and that both should redouble 
their efforts to cooperate with law-enforcement officers. An agree- 
ment between labor and management that any person should be dis- 
charged after a fair hearing who is caught in gambling activities by 
either his shop steward, his foreman, the plant police or the city police, 
would go a long way toward terminating the evil. 


GANGSTERS CONTROL HAUL-AWAY CONTRACTS 


The committee, in its New York investigation, learned that the sole 
motor carrier hauling away Ford motorcars from the Edgewater, N.J., 
plant (under license of the Interstate Commerce Commission) was 
Automotive Conveying Co., of New Jersey, Inc., of which Joe Adonis 
was a very important stockholder as well as an officer. The committee 
therefore looked with especial interest into the relationship between 
the Ford Motor Co.’s Detroit area plants and their haul-away opera- 
tors. It appeared that the sole haul-away operator was the E. & L. 
Transport Co. One Anthony D’Anna appeared to be a 50-percent 
stockholder of this corporation and it further appeared that he re- 
ceived a salary of $27,000 a year for which he did nothing so far as the 
committee was able to discover. The history of D’Anna’s relation to 
the Ford Motor Co. is most obscure. D’Anna was of Sicilian birth. 
His father and two uncles died in what appeared to the committee to 
be Mafia-type murders. His father’s slayer had in turn been mur- 
dered in a similar killing. D’Anna himself had been sentenced to 
prison for the attempted bribing of witnesses in connection with 
another Mafia-type rub-out. D’Anna testified that he was in the 
sugar business from 1925 until around 1930 and that he was selling 
sugar to persons whom he knew to be bootleggers. He also engaged 
in bootlegging with Joseph Massei, said to be chief emeritus of the 
Detroit underworld. 
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GANGSTERS STILL RETAIN LUSH CONTRACTS 


The relationship between D’Anna and the Ford Motor Co. began 
in 1931. According to the testimony of the chief of police, whom the 
committee believed, Harry Bennett, then a very high official of the 
Ford Motor Co., telephoned to the chief and asked him to get hold 
of D’Anna and stated that he, Bennett, would meet him any place 
D’Anna chose. The chief of police then did find D’Anna, who agreed 
to go to Bennett’s office. The chief drove D’Anna to Bennett’s office 
at the Rouge plant. The committee heard privately but was unable 
to prove that Bennett said that he had sent for D’Anna to instruct 
him not to murder Joseph Tocco, who had a food concession at a Ford 
plant. The story which the committee heard but was unable to prove 
was that Bennett entered into an agreement that D’Anna would 
refrain from murdering Tocco for 5 years in return for the Ford 
agency at Wyandotte. As a matter of record, Joseph Tocco was not 
murdered until 7 years after this meeting. Also as a matter of record, 
D’Anna did become a 50-percent owner in the Ford agency at Wyan- 
dotte within a matter of weeks after the meeting. He remained in 
that position, although he put up only $6,000 and did substantially 
nothing in connection with the agency, until 1939 when it was trans- 
ferred to his brother. 

The story of Harry Bennett has been so thoroughly explored in 
the hearings of the National Labor Relations Board, in the press, and 
in published books that the committee will not once again go over the 
extraordinary and sordid story of a man who was certainly chief of 
staff to Henry Ford (although he described himself before this com- 
mittee as his valet), who employed virtually a private army recruited 
from ex-convicts and criminals to engage in battles against labor and 
in other antisocial activities. The committee, however, called 
Bennett for the special purpose of asking him how it happened that a 
company in which Doto, alias Adonis, of New York, was an officer 
and large stockholder had received the Edgewater, N. J., haul-away 
contract and that D’Anna had received first the Ford agency at 
Wyandotte, Mich., and had then been allowed to act as a 50-percent 
stockholder and an officer in the carrier having the Detroit haul-away 
contract. Bennett testified, and the committee disbelieved him, 
that he had no knowledge of the Edgewater negotiations and that some 
official in New York must have attended to it. Bennett also could 
give the committee no satisfactory explanation of Ford’s relationship 
to D’Anna. Bennett’s testimony is also extraordinary from another 
point of view. He states that he made it a practice, although he was 
obviously in command of one of the largest corporations in the United 
States, not to keep files or records or memoranda of any kind. How 
D’Anna and Joe Adonis obtained such profitable relationships to 
Ford must therefore remain shrouded in mystery. The question 
which remains unanswered, however, is why, nearly 6 years after 
Bennett was removed from command of the Ford Motor Co., these 
two mobsters remain in lucrative relationships with this organization. 

In fairness to Ford Motor Co., it should be noted that it is taking 
vigorous steps to disassociate itself from these racketeer-held contracts. 
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RACKETEER ASSOCIATIONS WITH MANUFACTURERS 


The most important fact uncovered in the Detroit hearings of 
this committee was that some manufacturers have entered into and 
are today continuing intimate business relationships with racketeers 
for the purpose of affecting their labor relationships. The sad story 
uncovered by the committee is somewhat complicated because it 
operates in two stages. The first stage is that in which the Detroit, 
Mich., Stove Works, the president of which is John A. Fry, whose 
social respectability in the city of Detroit is beyond any question, 
entered into a relationship with one Santo Perrone, the obvious 
effect of which was to enlist the assistance of Perrone’s gangster 
friends in Fry’s labor problems. Perrone is an Italian-born naturalized 
citizen who has a criminal record including a 6-year sentence for viola- 
tion of the prohibition laws. The second stage is that in which Fry’s 
close friend, William Dean Robinson, likewise socially impeccable and 
a high official and now president of the Briggs Manufacturing Co., 
concocted a legal fiction whereby Perrone’s son-in-law, Carl Renda, 
obtained a contract for doing nothing which has given him since 1946 
an income ranging between fifty and one hundred thousand dollars a 
year, the real purpose of which was to have Perrone exert his and 
gangdom’s influence in the Briggs Manufacturing Co.’s labor problems. 

The Detroit, Mich., Stove Works is one of the largest of the non- 
automotive manufacturing plants in the Detroit area, and perhaps 
the largest nonunion plant in the Detroit area. Santo Perrone testi- 
fied that he had worked for more than 40 years for’ the Detroit, 
Mich., Stove Works. It appeared that his education was such that 
he could barely read and write English and that he had difficulty in 
reading street signs. He could read simple names but could not read 
difficult street names. Although Perrone testified that he had never 
heard of any labor difficulty, a serious strike had occurred some years 
previously which required 75 or 80 policemen to guard the plant. 
Mr. Fry testified that approximately 25 percent of his employees 
observed the picket line during this strike. Fry, upon being pressed 
by the counsel of this committee, admitted that Perrone must have 
committed perjury when he stated that he had worked for 40 years 
at the plant and had never seen any labor trouble. He further 
admitted that he had asked various persons, including Perrone and 
his brothers, to bring in a lot of strikebreakers and chat they had 
done so. 

Shortly after this vioient strike at the Detroit, Mich., Stove Works, 
Santo Perrone was given a contract to purchase and haul away scrap 
from the Detroit, Mich., Stove Works. Insofar as the committee was 
able to ascertain, this contract remains in effect today. Santo Perrone, 
also known as Sam Perrone, an illiterate manual laborer, thus ac- 
quired an income sufficient to permit him to live in a luxurious man- 
sion in the Grosse Pointe area and to enjoy an income which in recent 
years has run between forty and sixty-five thousand dollars a year. 


FICTION EMPLOYED TO INCREASE INCOME 


Shortly after the scrap contract was awarded to Perrone, he and his 
brother Gaspar engaged in the illegal manufacture of whisky, which 
caused them to be sentenced to 6 years in the Federal penitentiary. 
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Gaspar, meanwhile, had also been taken care of by the stove works. 
He was by occupation a sand-core maker. At approximately the same 
time that his brother Santo received a lucrative contract to buy and 
haul away scrap, the stove works so arranged its operations that the 
coremaking department of the stove works was changed from an ordi- 
nary department of a manufacturing establishment to a subcontractor- 
ship, so that Gaspar employed his fellow core makers. Using the same 
equipment that he had been using for over 25 years and using com- 
pany materials, he theoretically was the contractor who supplied the 
stove works with sand cores. Thus, a manual laborer in one of the 
departments of the stove works became, through some legal machina- 
tions, a contractor which in turn resulted in his receiving a very much 
higher income. 

Shortly after the Perrone brothers went to prison, the United Auto 
Workers were able temporarily to organize the Detroit, Mich., stove 
workers. After the Perrones were released from prison, the organiza- 
tion disintegrated. It is not the function of this committee to inquire 
into labor disputes, but the committee must point out the sinister 
relationship between the lucrative contracts granted to the gangster 
Perrones and the ability of the Detroit, Mich., Stove Works to keep 
labor unions out of its plant. 


SON-IN-LAW ALSO HAS CONTRACT 


All of this is prefatory to the more striking story of the Briggs 
Manufacturing Co. John A. Fry and William Dean Robinson are 
close friends. They are the presidents, respectively, of the Detroit, 
Mich., Stove Works and the Briggs Manufacturing Co. Santo 
Peronne, who has the scrap contract with the stove company, is the 
father-in-law of Carl Renda; the latter acquired the scrap contract at 
the Briggs Manufacturing Co. The inference is permissible from the 
evidence before the committee that the officials of the Briggs Manu- 
facturing Co. deliberately intended to follow the pattern of the 
Detroit, Mich., Stove Works in connection with labor reiations. 

The purchase, removal, and resale of scrap from a company as 
large as Briggs requires the following: Loading equipment with which 
to pick up scrap at the plant; trucks with which to haul the scrap out 
of the plant into a yard; a vard sufficiently large to unload, sort, and 
process scrap} equipment with which to bale, shear, or otherwise 
process scrap into usable units; a railroad siding at the yard; and 
further equipment with which to Selead the scrap onto railroad cars 
or, in some cases, trucks. 

Their testimony further was that the scrap-meta! business was an 
intricate one which could not be quickly learned but which required 
very extensive experience. For approximately 18 years prior to the 
advent of Renda, the Woodmere Scrap Iron & Metal Co. had been 
engaged in the business of removing ferrous scrap from the Briggs 
plant in Detroit, using assets of about $500,000 in this operation. 
The contract to haul scrap was taken away from Woodmere and 
awarded to Renda despite the following facts: 

1. Renda had left college within less than 1 year before he applied 
for the scrap contract. 

2. He had no knowledge whatever of the scrap business. 
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3. He had no loading machinery with which to load the scrap. 
' ie ae bad no trucks with which to haul the scrap after it was 
oaded. 

Pe had no yard in which to deposit the scrap upon delivery by 
trucks. 

6. He had no machinery whatever to process the scrap. 

7. He had no knowledge or skill whatever as to how the scrap should 
be processed or sorted. 

8. He had no railroad siding where the scrap could be loaded. 

9. He had no capital whatever to employ in the business. 

10. He had no telephone at which he could be called to do business. 

11. He had no office other than his hat in which business could be 
conducted. 


BUT FORMER CONTRACTOR STILL HANDLES SCRAP 


Nevertheless, Renda in April 1946 received a contract to haul fer- 
rous scrap out of Briggs. is, however, did not disturb the opera- 
tions of Woodmere. Since Renda, who had the contract to remove 
ferrous scrap from the largest independent auto-body manufacturer 
in the world, had no equipment, know-how, or capital whatsoever or 
any other qualification for this arrangement, it quickly became appar- 
ent to Briggs and to Renda himself that something had to be done to 
carry on the physical removal of scrap from Briggs to some appropri- 
ate yard. The upshot was that Renda contracted with Woodmere 
and other contractors who for many years had been removing the 
scrap. Renda had no economic function whatsoever in the operation. 
He did nothing. He was paid for doing nothing in connection with 
scrap. He was merely inserted in this operation so that he could 
receive an income which has ranged as high as $100,000 a year. 

The committee regards it as obvious that Renda was being paid 
for something. While it was not proved by judicially admissible evi- 
dence, the inference is inescapable that what Renda, the entirely un- 
equipped college student, was being paid for, was the service of his 
father-in-law, the “muscle”? man, Sam Perrone. 

The granting of the Renda scrap contract preceded the first of the 
notorious Briggs beatings by a little more than a week. The com- 
mittee’s records indicated that approximately six prominent labor 
officers of the Briggs Manufacturing Co. were beaten in a most in- 
human fashion by unknown persons in the year that followed the 
granting ef the otherwise inaxilicabie Renda contract. 

The committee heard both Fry, the president of the Detroit, 
Mich., Stove Works, and William Dean Robinson, the present presi- 
dent of the Briggs Manufacturing Co. It is the opinion of the com- 
mittee that neither Fry nor Robinson testified frankly concerning 
their relationships to gangsters. This committee believes that these 
two presidents knew of the underworld relationships which their 
companies had entered into in connection with their labor relations; 
that they had been questioned about this before a grand jury of 
State of Michigan, in the course of which they did not speak frankly 
and that they also failed to speak frankly before this committee. 
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NEW ORLEANS 


Louisiana presents a complete case history on how national gambling 
and racketeering elements align themselves with local operators in a 
metropolitan area, Mayor DeLesseps S. Morrison told the committee 
at its first open hearing in New Orleans. Information offered by 
Mayor Morrison, businessmen, ministers, other citizens, and local 
law-enforcement ‘officials, supplemented by the reluctant testimony 
of a parade of gamblers, wire-service and slot-machine operators, and 
narcotics peddlers, traced for the committee the nature, extent, and 
history of this alliance. 

The activities of organized crime covered by the committee in this 
area were mainly four: Slot-machine operation, the conduct of gam- 
bling casinos of varying degrees of luxury, the extensive wire services 
which supported the bookmaking operations throughout the area, 
and the narcotics traffic. 

The interstate nature of all four activities was made perfectly 
clear: They made extensive use of equipme nt or supplies brought in 
seal the outside on common carriers. They depended extensively 
en interstate facilities of communication. They were operated wholly 
or in part by men from other sections of the country. Tlegal in 
themselves, these activities were carried on by men with criminal 
records who had close and frequent associations with gangsters all 
over the country. And, finally, their operations depended in large 
measure on the negligence, the active support, or the participation of 
some local law-enforcement officials, who in large measure could 
nullify the efforts of diligent officials and public-spirited citizens in 
their own or nearby jurisdictions. 

I. The slot-machine story 


Huey Long’s welcome to Costello and his slot machines when they 
were banished from New .York gave the impetus to the present align- 
ment of interstate and local operators in slot machines, gambling 
houses, bookmaking, and related activities, Mayor Morrison “testified. 
From 1936 to 1946, the successive companies of the transplanted New 
Yorker, Phil Kastel, and his New York partners, Frank Costello, 
Jake Lansky, in cooperation with local gentry such as the narcotics 
vendor, Carlos Marcello, operated slot machines illegally and openly 
throughout New Orleans. They created a monopolistic arrangement 
whereby only the machines of their syndicate were permitted. They 
built up a business with a profit in the millions. Costello and Kastel 
were tried in 1939 on charges of trying to evade payment of $500,000 
in Federal income taxes on 1936-37 income from the slot machines 
approaching $3,000,000, but were acquitted. 

Just before his election in 1946, Morrison said, the Costello-Kastel 
syndicate withdrew their slot-machine and other operations into the 
adjoining parishes. ‘They continued to use the city as a storage and 
distribution point until, in 1947, the city police raided the warehouses 
of their company, the Louisiana Mint Co., and confiscated 1,000 
machines. ‘Three hundred and ninety were destroyed before Costello 
and Kastel filed suit for damages and enjoined the city from destroy- 
ing the remaining 600. The courts sustained the city’s contention 
that, although the Costello-Kastel machines dispensed mints, they 
were still slot machines and illegal, and therefore could be destroyed. 
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This action ended the activity of the Louisiana Mint Co. in New 
Orleans, but not the presence of coin machines. Certain types of pin- 
ball machines known locally as “one-ball bandits’ operate legally 
in the State and are licensed. The city issues about 2,000 of these 
licenses annually at $50 per machine. But Morrison was of the 
opinion that these, while they showed no automatic payoff when they 
were inspected for licensing, could easily be changed thereafter or could 
register free games for which payment would be made over the counter 
in the location where the machines were placed. Detection by 
watching every machine was obviously difficult. 

The city was seeking to determine whether it could refuse to license 
machines of companies operating legal pinball devices in New Orleans, 
but illegal slot machines elsewhere. He listed for the committee 
some eight companies, holding licenses for about 75 machines in the 
city, among whose owners were Phil Kastel; Costello’s brother-in- 
law, Theodore Geigerman; and Carlos Marcello, or known personal 
or business associates of Marcello, or owners of record known to be 
acting as a front for him. 


1,000 UNLICENSED PIN-BALL MACHINES 


From the president of the trade association of coin-machine oper- 
ators, John Bosch, the committee learned that the licensed pinball 
machines do not represent the entire number operated in the city. 
Bosch estimated that the members of his association number about 
45 and operate about 1,200 machines—all presumably licensed. 
Another 60 or 70 operators, he said, were not in his association. In 
all, he thought, there were at least 3,000 machines in the city, 1,000 
above the number Morrison knew to be licensed. 

The rules of his association and Mr. Bosch’s explanation hinted 
that all these machines were not operating legally. One rule allowed 
the collection of $3 per machine from every operator for various 
miscellaneous expenses. Another rule stated that unless a machine 
was tagged with the association membership card and the name of the 
company, it would not be represented by the association when it was 
picked up. Pressed for an explanation, Bosch could not avoid the 
inference that “picked up’’ meant picked up for paying off. Bosch 
admitted that the association had lawyers on retainer; one of them 
getting over $300 a month was also the city attorney whose duty it 
was to prosecute pin-ball machine violations. Bosch would not esti- 
mate what the $3 per machine brought the association annually; he 
rejected the committee estimate of $100,000 as far out of line. Nor 
could be explain the uses of the fund or what was included in miscel- 
laneous expenses. 

Outside of New Orleans, slot machines operated openly in public 
places in flagrant violation of the law. The sheriff of Jefferson Parish 
would not dispute the committee counsel’s estimate of 5,000 machines 
in his jurisdiction. ‘Two ministers from Harrison County in Missis- 
sippi said there was one slot machine to every 25 inhabitants—operat- 
ing in restaurants, barber shops, filling stations, and various other 
business or gambling places. The sheriff and town marshal of New 
Iberia, and the sheriff of St. Bernard Parish gave similar testimony 
concerning the wide-open operation of slot machines in their parishes. 





ORGANIZED CRIME IN INTERSTATE COMMERCE 79 


Questioned about where he bought his machines, Kastel refused to 
confirm that they came from Mills Bros. in Chicago, nor would he 
explain transfers of vast sums of money, $75,000 in one case and 
$50,000 in another, from them to him, or from him to them, as slot- 
machine transactions. But the Jefferson Parish sheriff knew the 
machines operating in his area came from that company. Warren 
Moity, a young man who went into the slot-machine business in New 
Iberia to get first-hand evidence, said the rebuilt machines he bought 
were originally from the same company. 

Until recently a member of the executive commuic. *e of the pin-ball 
association was Angelo Gemelli, a full-time New Orleans police officer 
assigned to the duty of “checking’”’ pin ball operations and arresting 
operators who paid off. Obviously, Gemelli was in a most favorable 
position to “persuade”? nonmembers to join and pay the heavy dues 
assessed. Gemelli received as ‘‘expenses’”’ 10 percent of all amounts 
he collected for the association for “‘campaigns.”’ 

Nor was Costello the only out-of-State man involved. John 
Bertucci, another witness, testified he owned an interest in a pinball 
and phonograph machine company which was a Mississippi corpora- 
tion and the company he operated in New Orleans was a branch of it. 
Moity, when he let it be known that he wished to enter the slot- 
machine business, was contacted by a man from Florida, who became 
his partner and brought his machines in from that State. 


II. The gambling casinos 


The parishes of Jefferson and St. Bernard, Mayor Morrison told 
the committee, have one of America’s largest concentrations of gam- 
bling houses, wide open in violation of the law. Typical of the swank 
casinos was the Club Forest, whose activities early in 1951 were 
described to the committee. The club had a restaurant, bar, and 
grill. It had a casino, open to the public for day and night operation. 

The daytime operation included the “big game’’—the dice game 
for which there were three tables, another small dice table, two 
roulette wheels, two blackjack games, a football pool and a race-horse 
book. The club paid $378 a week for its wire service. 

The night operation included a keno game, six roulette wheels, small 
dice games, four tables of blackjack, from two to five tables for the 
big dice game. Customers of the gambling casino could have drinks 
and cigarettes on the house. If they ran out of money they could 
cash checks or get loans on their jewelry. The casino had approxi- 
mately 48 slot machines—5-, 10-, 25-, 50-cent and $1 machines, and 
also a horse-race machine. 

The club reported its assets at the end of the fiscal year November 
30, 1949, as $718,904, and its gross receipts for the casino and other 
games including the slot machines as $2,008,796. This information 
was elicited from underlings and the records they brought in. The 
club owners, the three Mills brothers, Frank, Arthur, and Henry, and 
their partners, Edwin Litolf, Alfred B. Schorling, Gonzales Azcona. 
Lawrence Luke, and Vic Gallo, remained in hiding throughout the 
investigation. 

Equally elaborate and boasting in addition expensive night-club 
entertainment was the Beverly Club establishment opened in the 
same parish late in 1945, just in time to provide Kastel and Costello 
with a refuge for their New Orleans enterprises. His original partners, 
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Kastel told the committee, were Costello, A. A. Rickefors, from whom 
they first rented and later bought the grounds and building, Carlos 
Marcello, and Lansky. When the latter sold his 20-percent interest 
he received $100,000 for it. Costello, admitted to a 20-percent interest 
in the club, also received first $1,000 a month and then $1,500 a 
month salary to act as a good-will agent and talent scout for its 
night-club shows. 

The Jefferson Parish town seat of Gretna with its population of 
14,000 had at least 6 large gambling clubs with horse parlors, the 
town marshal told the committee. The sheriff of Iberia Parish knew 
of at least four, and the sheriff of St. Bernard recognized the names 
of half a dozen others. The committee heard the names of many 
others, small and large, operated in the unincorporated parts of the 
parishes. In Harrison County, Mississippi, the committee was told, 
gambling rooms were marked by signs overhead indicating ‘‘No 
Minors Allowed.’ Such signs were commonly seen in connection with 
public restaurants and grills. 


III. The wire services 


With an important race track in the area, with handbooks running 
openly throughout the parishes, and with horse rooms figuring sub- 
stantially in the activities of the luxurious gambling casinos, New 
Orleans was an important focal point for the wire services of the 
Continental Press Service One of its lines ended in a building just 
outside the Fair Grounds race track and operated only during the 
racing season. Obviously this was Continental’s means of getting 
information from the track for dissemination throughout the Nation. 
Other Continental lines went to the Gretna and New Orleans offices 
of the Daily Sports News which published racing results and forms. 

During the struggle of the Capone group in Chicago to take over 
Continental, the New Orleans wire installation became the object of 
a typical, successful, and mysterious attempt at muscling in. The 
attempt involved setting up a branch of Trans-American, the Capone 
news service, as a rival to the local branch of Continental by men 
with criminal records and connections with the Capone gang. Typi- 
cally, the rival service lured employees from the local service and 
created an eventual merger of the two with the Chicago group or its 
local representatives holding the lions share of the participation. 
Everybody involved in the struggle—the owners of the services and 
their employees, or law-enforcement agents with an intimate know- 
ledge of the wire services in other respects—refused to testify at all or 
gave meager information with extreme reluctance. The picture had 
to be pieced together from meager admissions, court documents, 
Western Union records, and committee investigative reports. 

John J. Fogarty, owner with his son of the Daily Sports News, had 
been publishing racing results and forms in New Orleans for nearly 
30 years. He received his information over a direct wire from Conti- 
nental Press from Chicago. He insisted he was an independent owner, 
not an agent of Continental. But he had a characteristic agreement, 
made personally and orally in Chicago, with the manager, Tom 
Kelly, requiring him to pay $4,000 a week when he could, as much as 
possible in weeks when that sum was too large. 

Shortly after Mayor Morrison came to office, he found that another 
wire service outlet, the Southern News Publishing Co., had been set 
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up a short distance from an office of the Daily Sports News. On two 
successive days, the police raided both on a charge of conspiracy; 
while they were not violating the handbook laws of the State in their 
own parish, they were the instruments of violation in other parishes. 
The raids and the subsequent proceedings revealed that Southern 
News had been set up by a native son named Joseph Poretto, whose 
criminal record caused the chairman to brand him one of the worst 
characters to appear before this committee. He had connections 
with the Capone gang established in Cicero, and connections with 
their Trans-American Service, for which he had evidently tried and 
failed to set up a bootleg wire service in Houston. Among Poretto’s 
associates in Southern News Publishing Co. were Ralph Emory, son 
of an old associate of Al Capone, several former employees of Fogarty, 
and two brothers of Carlos Marcello. 

Within a short time, a new service, ostensibly the Daily Sports 
News, opened in Gretna. Neither Fogarty nor Poretto would discuss 
what happened in the interval, nor would they admit any association. 
But the idea of a merger was supported by the Western Union records. 
The wire service Western Union rented to Southern News in New 
Orleans was transferred to the Daily Sports News address in Gretna, 
and shortly thereafter discontinued while the service to the Daily 
Sports News went on uninterrupted. The committee also had 
information that, before the raids, Fogarty and his son owned the 
Daily Sports News outright, and that when business was resumed 
afterward, the Marcellos figured largely in the ownership. 

The key position the Daily Sports News held in the bookmaking 
business in the area was also revealed by the records of the Western 
Union. From the same address at which it received the news from 
Continental, the Daily News paid monthly rentals on 66 so-called 
unequipped wires, with terminal points in as many different locations 
in Louisiana, Mississippi, and Alabama. These were electrified, 
dormant wires, without transmission or receiving equipment, installed 
for service at some time, then when service was discontinued, pre- 
sumably not removed to save the cost of a possible reinstallation. 
Admittedly equipment could be attached without the knowledge of the 
Western Union. An agent of the company verified the fact that the 
rental on one such wire, to Pass Christian, Miss., was $186 a month. 
Some 20 other wires with terminal points in New Orleans were paid for 
at prices varying from $10 to $33 a month. Mayor Morrison testified 
that it was over some of these wires that his police department found 
the only direct service to bookmakers in New Orleans after the two 
raids. 

For the rest, bookmakers in New Orleans as in the outlying parishes 
relied on getting their information and placing their bets through 
telephones which connected with the horse rooms and bookie parlors 
serviced by these wires. Every telephone in New Orleans, Mayor 
Morrison stated in emphasizing the need for over-all metropolitan 
enforcement of bookmaking laws, is a possible source of handbook 
violations so long as wide-open gambling goes on in the outskirts of 
the city. 


IV. The narcotics traffic 


_ From Thomas McGuire, agent in charge of the Bureau of Narcotics 
in New Orleans, the committee learned that the drug traffic here 
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ranked in importance with that of other metropolitan port areas. 
The bulk of heroin, major item in the traffic, he said came from New 
York by common carrier, plane, ship, or train. Its price at the time 
was up to $300 an ounce, higher than it had been up to the previous 
month. Marijuana, which came into the area in greater than normal 
quantities, came from the Mexican border via Galveston and Laredo, 
Tex. His unit, he said, was investigating the participation of Mafia 
members in the narcotics traffic. Their tightly knit organization 
made them difficult to deal with. Any place which operates wide 
open, McGuire said, tolerating prostitution, gambling, and so forth, 
is the perfect field for narcotic peddlers who are frequently involved 
in other types of rackets. Of his own knowledge, McGuire knew 
that peddlers came in for supplies from other States; he had recently 
arrested a former resident in from California in search of supplies in 
the area in which he had previously worked and with which conse- 
quently he felt familiar. Other peddlers, friends of a recent deportee 
named Sam Carollo, move in and out from Kansas City. 

The sheriff of Jefferson Parish minimized the dope traffic in his 
own jurisdiction. He knew and took pride in the part one of his own 
men had played in a recent haul of narcotics supplies worth $21,000. 
But he was sure that Carlos Marcello, who had served time for nar- 
cotics peddling and was a resident of Jefferson Parish, was never caught 
in his jurisdiction. The committee had information that Carlos and 
his brother Anthony owned a boat used in running narcotics into the 
port of New Orleans. Both, when questioned, refused to answer 
questions as to their narcotics activities, as well as practically every 
other question except their local address, on the grounds of self- 
incrimination. 


V. The importance of Carios Marcello in New Orleans rackets 


In every line of inquiry, the committee found the trail of Carlos 
Marcello. Kastel stated that Marcello was an original partner in the 
Beverly Club; from another witness, it was learned that he was its 
registered agent. Several witnesses testified that he had an interest in 
another luxurious club, the Old Southport, in which his associates 
were two of his seven brothers and a brother-in-law. He was rumored 
to have bought this club outright for $160,000. Marcello’s brothers 
were found in the raid on the Southern News Service, and figured in 
the partnership of the Daily Sports News. Marcello owned interests 
in horse parlors and bookie joints such as the Bank Club and the 
Billionaire Club. He had an interest in Kastel and Costello’s 
Louisiana Mint Co., in the L. & B. Amusement Co. with his brother- 
in-law, and in half a dozen other slot-machine companies operating 
in and around New Orleans. In addition, according to the sheriff of 
Jefferson Parish, Marcello advanced money to people who were 
building business establishments of one kind or another, and put his 
slot machines in these locations. Whether or not he and his brother 
Anthony had boats running narcotics into New Orleans, it is a fact 
that Marcello had served time for dope peddling among other things 
and had asked and been refused a Presidential pardon. ‘Toll calls 
connected Marcello with Harry Brooks, close associate of Mickey 
Cohen, Joe Civello, narcotics violator, and Sam Yarras, brother of 
Chicago hoodlum Dave Yarras, a prominent figure in the fight between 
the ‘‘mob”’ wire service and Continental Press. Also in touch with 
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Marcello was Charles Gordon, a main cog in a national football 
betting syndicate. Carlos talked over the phone to one Vincent 
Vallone just before the latter was murdered in Houston, Tex., in a 
Mafia-type killing. Among the many bars, restaurants, and inns in 
which Carlos Marcello had a financial interest was the Willswood 
Tavern, declared to be a hang-out for Mafia members. His legitimate 
business interests include all kinds of food conce rns, partic cularly sea 
foods and frozen foods. 

Marcello was born in Tunis, Africa, of Sicilian parents and came 
here in October 1910. He has never become a citizen. In view of 
this fact and in view of his record which the chairman stated made him 
one of the leading criminals in the United States today, the question 
was raised as to why he had not been deported. 

VI. Typical bookkeeping of gambling enterprises 

Proof of long suspected juggling of figures and keeping of books 
which did not accurately reflect the facts was found in the New Orleans 
testimony of Vernile Cavalier, a former dice man and cashier at the 
elaborate Club Forest. The books and records of the Club Forest, 
as produced by the public accountants who maintained them, were 
a model of bookkeeping practice, but Cavalier’s story raised serious 
doubts as to the true situation. Cavalier said that on occasions when 
Deputy Sheriff Cassagne came into the club, one of the managers 
would instruct him to withdraw sums of over $1,000 for “‘ice,”’ or 
protection. It was Cavalier’s impression that the sum so drained off 
was merely taken off one of the dice tables as a loss, just as if one of 
the players had won the sum with a lucky streak. Committee in- 
vestigators were unable to find any account or record of expense in 
the Club Forest’s books which might relate to the “ice.” 

Then too, there was found the extremely questionable practice of 
charging off, as an expense or loss against the club’s gross, the astro- 
nomical sum of $372,000 in 1 year with the explanation that this 
represented moneys lent to players and customers which was not 
repaid, or for bad debts resulting from ‘‘rubber’’ checks tendered by 
customers. Even granting the incredulous theory that many would 
be so bold as to hand these case hardened operators bad checks, the 
fact that much of the money so advanced was immediately lost by 
the customers at the tables without leaving the casino would render 
this theory of loss to the club somewhat paradoxical. Notwithstand- 
ing, equally amazing sums have been charged off through the years 
without apparent action by the tax authorities to question or disallow. 

Having found such evidence of withdrawals of funds for the purchase 
of official tolerance going unrecorded, the question is immediately 
raised and the issue apparent—how much more money is drained off 
the top by those in coatrol of the various gambling operations which 
never gets into the books? 


VII. The frustrated attempts of citizens’ groups to get court and official 
action 

Outside of the city of New Orleans, citizens’ attempts to bring about 
local official action met with frustration. Rev. Dana Dawson, a 
pastor of a Metairie church, organized a citizens’ league in Jefferson 
Parish to close up the gambling casinos. They brought a padlock 
suit against the Club Beverly and the Club Forest. Dawson testified 
he was approached first by Pete Perez, the dice foreman at the Club 
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Forest, and was promised funds for the new Sunday-school building 
if the suit were dropped. Then it was suggested that Dawson might 
be oe if gambling was closed up in the Metairie district of the 
parish. 

Sheriff Clancy took part in some of these conversations with Perez 
and Dawson. e told the pastor what a nuisance it was for him as 
sheriff to have to get jobs in these clubs for his friends. He boasted 
that he had placed about 2,000 people there, and stressed the economic 
value of the clubs to the district because of the jobs they provided. 
Perez and Clancy continued to make contributions to the church from 
the owners of several gambling casinos. 

But the padlock suits were pressed. Both the Reverend Dawson 
and the attorney for the group, Mr. James McCain, recounted that 
they were in the courts for 4 years. The suits were fought on the 
ground that the act under which they were brought was unconstitu- 
tional, because it permitted legal action to be taken in any part of the 
State. The suits were in fact brought in the district in which the 
clubs were located. Despite two unanimous decisions of the State 
supreme court directing the lower court to try the case on its merits, 
the case was never tried and the act under which the suit was brought 
was finally declared unconstitutional by a 4-to-3 decision. 

In Harrison County, Mississippi, ministers and public-spirited 
citizens had similar experiences. Rev. Douglas Carroll and Rev. 
Thomas Carruth recounted their concern about the concentration of 
21,000 boys at Keesler Field, the biggest radar school in the world, 
some of whom came to their spiritual advisers in great distress because 
they had been unable to resist the temptation of the slot machines or 
had been unable to resist the temptation of the slot machines or 
blackjack games and had dropped their entire pay on the day they 
received it. The ministers went around, took pictures of the slot 
machines in restaurants, filling stations, grocery stores, and other 
places. They told about the mass meetings they held in protest against 
official inactivity. Through a Presidential order, the machines were 
finally removed from Keesler Field. But the Reverend Carroll and 
the Reverend Carruth testified they could never get convictions in 
the courts of the city for the craps, blackjack, and other games which 
were run wide open in Biloxi and other parts of the coast. When 
their attorney laid the matter before the Governor, the ministers said, 
he refused to do anything, presumably because it was a county matter. 

In Iberia Parish, a young defeated candidate for mayor, Warren 
Moity, was shocked to have friends tell him they were in the slot- 
machine business but that they could operate only if the marshal and 
the sheriff were paid off. Sufficient interest was stirred up to start 
a grand-jury investigation; but, under a foreman who himself played 
the slot machines, no true bill was returned. Moity then tried a 
newspaper campaign. The papers would not even take his paid 
advertisements. At that point, Moity decided he would go into the 
business himself. He told his own partner, who was a brother of the 
conniving marshal, Howard LaBauve. Within a few days, Moity 
testified, he was contacted through a slot-machine distributing com- 
pany, by a former Florida slot-machine operator named William 
Webster. Just to “front” for the machines, Moity was to get 25 per- 
cent of the business; his partner another 25 percent, and Webster 
50 percent. When Moity went to obtain locations, he found there 
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were no good ones left; those were held by the son-in-law of Sheriff 
Ozenne and by the brother-in-law of Marshal LaBauve. 

Moity was promptly approached, he said, by LaBauve and was 
told that his machines would be destroyed unless LaBauve and 
Ozenne were paid off. After 3 months Webster and Moity broke up. 
They weren’t making any money above the Federal and State licenses 
and the payments to the marshal, the sheriff, and the trade association. 
Webster took his machines back to Florida. 

Moity then bought machines of his own. When he refused to pay 
protection, he and the owners of the locations were threatened. 
At least once he was shot at. He was threatened when it became 
known that he was going to Washington to ask the assistance of this 
Senate committee. Having done so, Moity tried to sell his slot- 
machine business. By putting an advertisement in a magazine, he 
rot a prospect and a $750 deposit from a prospective purchaser. 

ut the latter couldn’t come to terms with LaBauve and Ozenne and 
withdrew. Consequently, at the time he testified in New Orleans, 
Moity said he was still in the business, with 25 machines on location 
in public places, paying off in cash strictly against the law. Urging 
the committee to do something to compel local officials to enforce the 
laws or resign, Moity said he realized how difficult it was for people 
with families and businesses to stand up, as he had done, against 
threats and against the knowledge that the legally constituted bodies 
would not help. 

VII. Official inactivity 

The committee heard the testimony of the sheriffs of four parishes 
and the town marshals of two incorporated towns. Every one of 
them stated that he knew slot machines, handbooks, gambling, and 
in some instances prostitution went on openly in his jurisdiction, 
although most of them added that they had seen none of these activ- 
ities themselves. 

Rowley, the sheriff of St. Bernard Parish since 1939, observed that 
back in the 1870’s the constable and justice of peace were paid out of 

ambling funds. He pointed to the present-day anomaly of the 
State and the United States collecting taxes on slot machines, which 
are illegal, and then subjecting the owner to the danger of the seizure 
of anit hnen whose existence is revealed by the tax payment. Sheriff 
Ozenne of New Iberia Parish made the same point through his attor- 
ney—the existence of the tax on these machines creates a hiatus; 
they are illegal, but they have them all over the State. 

In New Orleans, the sheriff of Jefferson County, ‘‘King”’ Clancy, a 
graduate lawyer, arrogantly declined to answer, on the grounds that 
it would incriminate him, the question whether gambling was against 
the law in his parish and whether he had ever made any effort to 
enforce the antigambling laws. But, when he later came to Washing- 
ton to purge himself of contempt, he admitted that he had done noth- 
ing. He justified his failure to keep his oath of office on the ground 
that upward of 1,000 people, most of them old or underprivileged, 
were employed in the five or six big casinos in his parish and for their 
sake gambling had been condoned. 

Beauregard Miller, the town marshal of Gretna, which is the 
Jefferson Parish seat, also used the economic argument. He said 
flatly: ‘Without gambling, the town would be dead. It has a popu- 
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lation of 14,000 and its main business is gambling.’”’ He added that 
anybody who closed the town up would be defeated at elections. 
Marshal LaBauve of New Iberia said that slot machines ran openly, 
and prostitution had gone on in restricted districts of the city all his 
life. Nobody objected. The health department examined the girls 
to see that they were not infected with venereal disease. 

There was much evidence that these and other law-enforcement 
officials were not only neutral toward but obstructive to law enforce- 
ment. Sheriff Clancy admitted in Washington that he had accom- 
panied the Club Forest dice dealer on his visit to the Reverend 
Dawson and had made every effort to persuade Dawson to drop the 
suits against the casinos. 

Some of the officials had relatives engaged in the gambling and 
slot-machine activities. Sheriff Ozenne’s son-in-law, in addition to 
his slot-machine interests, owned a night club and gambling casino. 
LaBauve’s brother-in-law had slot machines. Sheriff Rowley denied 
knowing that his 40-year-old nephew was a gambler, and insisted he 
did not know what business he w as in. There were other evidences 
of participation in gambling enterprises by police officers. 

A former superintendent of police in New Orleans, George Reyer, 
who had once been president of the International Association of 
Police Chiefs, admitted that shortly after he left the force in 1946 he 
took his present job with the Daily Sports News, checking for wire 
taps. He also admitted that he was not a wire expert and that in 
4 years he had never found a tap. But he had a salary of $100 a 
week. Reyer also had an interest in several gambling casinos which 
linked him with the owners of the Club Forest, but the committee 
could not definitely establish that these interests extended back into 
the time of his police service. 

There was also definite evidence of direct bribery before the com- 
mittee. Moity testified that Marshal LaBauve called him personally 
to demand a payoff for himself and Sheriff Ozenne if he intended to 
stay in the slot-machine business. Moity said that on LaBauve’s 
instructions he did in fact pay one Amer Rodrigue $50 a month for 3 
months. Both Ozenne and LaBauve denied anything more than 
casual conversations with Moity, and denied getting money from 
Rodrigue. They knew Rodrigue as a gambler “and a slot-machine 
mechanic. 
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DEPUTY SHERIFF FREQUENTED GAMBLING CLUBS 


Clancy, too, was reported to have a collector of protection money, 
one Cassagne, a deputy, who, Clancy admitted in Washington, was 
the man who made the arrangements for finding jobs for people in the 
casinos. Cassagne was admitiedly seen around the clubs by Kastel 
at the Beverly, and by the night dice supervisor at the Forest. The 
latter testified that, after one of his night bosses had followed his cus- 
tomary procedure of taking a sum of money from the bank for ‘‘ice,”’ 
he had seen Cassagne enter a private room with him. In New Orleans, 
Clancy refused to state on the grounds that it might incriminate him 
whether he had ever received any money from Cassagne. In Wash- 
ington he denied it flatly but admitted that Cassagne made collections, 
and might possibly have taken a cut himself. Cassagne’s collections 
were for charity, Clancy said, and the people who wanted them accom- 
panied him when the collections were made. 
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Kastel admitted that Cy Ernst, one of Clancy’s deputies, drove 
him home from the Beverly casino. At times he was carrying large 
sums of money with him. 

While a committee investigator was serving a subpena at the Beverly 
club on January 18, 1951, a uniformed officer of the Louisiana State 
police entered the gambling club and delivered a set of license plates 
to Kastel’s private office, passing through the gaming room to do so. 

Outright payments for protection were most clearly established in 
the case of Sheriff Grosch of Orleans County. His divorced wife 
testified that in the last 6 years of their life together, ending in 1940, 
while he was chief of New Orleans detectives he had accumulated 
$150,000 in a safety box which she had bought on his instructions 
under an assumed name, using a false address. She had seen him 
receive money every week from a man named Julius Pace, identified 

elsewhere as a slot-machine and music-box dealer. She had herself 

Hesnived $39 every week in an envelope handed her by one Larry 
Copeland, also a slot-machine operator. A man whom she under- 
stood to be cuales a house of prostitution came every Saturday 
night and brought them their food for the week. 

Grosch handed her other sums of money in small bills for her to 
change at one bank or another into large ones, to put in the safety 
box in the attic. 

Today a woman of responsibility, the supervisor of nurse’s aides in 
the hospital operated by Tulane University, Mrs. Grosch’s testimony 
was corroborated by documents and witnesses. An employee of the 
Rolland Lock Co., from which Mrs. Grosch said she bought the box, 
produced records which jibed in every particular with her story. 
And finally Mrs. Grosch produced two written agreements made at 
the time of her divorce, one for the record which gave her $5,000, and 
another, a secret agreement, which made a settlement of $35,000. It 
indicated that Sheriff Grosch’s wealth 10 vears ago was far larger 
than could be explained by his salary of $186 a month. 

The sheriffs and town marshals denied ever receiving any campaign 
contributions from gamblers, slot-machine operators, and bookmakers 
But Bosch, head of the Association of Coin-Machine Operators in 
New Orleans, confronted with a check for $100 to one L. Scanlon. 
admitted it was for his campaign as civil sheriff. The members made 
contributions through the association. They decided what they would 
give in some fashion about which Bosch was vague. It depended on 
the office and what they collected. Usually they gave to both sides. 
They contributed some $8,000 to Morrison’s campaign, Bosch said; 
about $5,000 to one of his opponents, and a small sum to still a third 
candidate. 

Evidences of unexplained wealth were not confined to Sheriff 
Grosch. Rowley, sheriff of St. Bernard Parish, who knew of no trial for 
a gambling offense in his district since 1940 and could recall no con- 
viction at all, admitted to a supplementary income of from $6,000 to 
$8,000 within the past 3 years. He owned a 1949 Ford, financed 
partly by a trade-in, and a 1949 Cadillac which he had bought for 
cash extracted from his own strongbox in his bedroom at home. At 
the time of the committee’s hearing in New Orleans, the box contained 
between $15,000 and $20,000. Asked the source of his funds, the 
sheriff refused to answer on the grounds of self-incrimination. 
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SHERIFF'S SALARY, $5,700; INCOME, $20,000 


Questioned about his income, Sheriff Clancy estimated before the 
Washington hearing that it was about $20,000 annually over the past 
4 years. Yet, it must have been considerably more than that by his 
own figures. While his salary was never more than $5,700, he admitted 
to an annual income of nearly $5,000 in an oil interest with Judge 
McCune and others, which he had not reported to the Committee in 
the papers requested under subpena. In addition, Clancy said he had 
made $78,000 through betting at the races or through bookmakers. 
The only records he had, he said, were his bank deposits. He attrib- 
uted his extraordinary success to his restraint in playing only the last 
two races on any day, and to the advice he received from jockeys and 
owners who felt indebted to him because they knew they could always 
come to him for a loan if they were broke. 

Just as the connection of the local mobsters with the out-of-town 
gamblers and racketeers can be summarized in the activities of 
Carlos Marcello, the involvement of a local law-enforeement officer 
was epitomized in “King” Clancy. That all these gambling and 
racketeering operations were illegal, and that in law and in fact he 
had the power to close them up tight, Clancy admitted to the com- 
mittee in Washington, in contrast to his New Orleans refusals to 
answer. Clancy told the committee that since his New Orleans 
appearance he had actually closed down the slot machines. Asked 
about the lush gambling clubs in the towns, Clancy first insisted that 
policing them was the job of the city police department but admitted 
he had jurisdiction to close them up, and promised he would do so. 

Clancy admitted that Kastel had consulted him about opening up 
the Beverly Club. At the time there was a casino there, but the 
operators were not making any money. Kastel asked him, Clancy 
said, whether he would have any objection to his taking over. Clancy 
told Kastel he would have no objection, so long as other people 
didn’t complain, and Kastel gave people jobs. When the committee 
ventured that the other clubs couldn’t have been happy about it, 
Clancy averred they said nothing to him. At that poimt, Clancy 
conceded to the committee that he was the high power who gives 
clearances; they opened when he said they could, and when he said 
they should close, they closed, 

In Washington, Clancy displayed a considerable knowledge of all 
these illegal operations which high lighted his equally considerable 
professions of ignorance. He knew that Marcello was partner of 
Kastel and Costello in the Beverly Club. ¢ He wouldn’t admit that 
any deputies were employed by the casinos, but admitted he couldn’t 
tell whom he had{made honorary deputies without the records before 
him, and such persons might be employed at the casinos and be mis- 
using their badges. 

He had not only gone to the Reverend}Dawson about the padlock 
suits; he knew that four separate gangster groups continued to give 
money to the Dawson church, and said they gave money to other 
churches also. He conceded that the committee would be justified 
in saying that his office was actually running an employment agency 
for the gambling casinos. 

Just as he knew and could testify to many of Marcello’s activities 
and interests in the gambling casinos, Clancy knew of his activities in 
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connection with slot machines. He said that the Dixie Finance Corp., 
in which he had an interest, might be loaning money to slot-mac chine 
distributors. 

Clancy knew that the large casinos had horse rooms, wire service, 
and facilities for laying off bets throughout the country. He knew 
that the headquarters of the Daily Sports News was the fan-out point 
for all the handbooks in the area. He knew there had been a merger 
of two rival wire services, but didn’t know anything about the 
muscling-in procedure. Clancy denied in New Orleans that there 
were two telephones listed in his name at the Daily Sports News ad- 
dress, just a block away from his office as sheriff. In Washington he 
confirmed it and said it must have been a mistake which the telephone 
company would have to straighten out. 

Clancy knew Kastel, but no more about his criminal record than 
he had read in the papers. He did not know Kastel’s friend Costello. 
Clancy knew of no alleged Mafia meetings, operations, or hang-outs. 
He was sure the recent narcotics haul in his parish had not been 
intended for sale there but for the preparation of cigarettes to be 
sold in New Orleans. Marcello, a Jefferson Parish resident, though 
not a desirable character, had never been apprehended in his and 
Clancy’s home territory on narcotics charges, the sheriff admitted. 

Clancy knew that slot machines were bought from Mills Bros. in 
Chicago, but not that negotiations were in progress for a proposed slot- 
machine factory in his parish to defeat the purpose of the recent law 
against interstate shipment. He knew there was a State law ordering 
officers to seize and destroy slot machines on penalty of removal from 
office, and admitted that his failure to do so was a flagrant violation of 
his oath of office. 


PATHS OF CRIMINALS EASED BY OFFICIALS 


Thus ‘‘King”’ Clancy, in his history and attitudes, his personal and 
business associations with flagrant lawbreakers, posed flatly and 
succinetly for the committee the problem of the admittedly negligent 
local official who eases the path for organized crime and its use of 
interstate facilities, but who can be dealt with personally only by local 
action. 

He typified in effect the foundation on which the whole structure 
of organized gambling and racketeering rests. Without conniving 
and participating officials like him, neither the wire services and 
bookmaking interests emanating from Chicago nor the gambling and 
racketeering elements allied with Costello of New York nor the local 
criminals like Carlos Marcello and Joseph Poretto could have used 
the interstate facilities of communication and transportation to 
further their illegal enterprises alone or in concert with other racketeers 
from all over the country. 

It is apparent from the foregoing that the following patterns of 
— crime and gambling are present in New Orleans: 

The association of native gamblers and gangsters with out- 
side racketeers, particularly those from the C ostello-Lansky -Adonis 
syndicate. 

2. A deep-seated aversion on the part of the lawfully elected law- 
enforcement officials to enforce the laws which they have sworn to 


uphold. 
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The personal enrichment of sheriffs, marshals, and other law- 
Meant officials because of their failure to enforce the gambling 
we and other statutes relating to vice. 

. The interference with attempts of civic and religious groups to 
madsen law enforcement in particular communities. 

5. The attempt to justify ‘wide open’ conditions by the so-called 
benefits they confer through employment opportunities and by the 
fact that the “people” (who are never asked) want it that way. 

The failure to see that the apology for wide-open conditions is 
colored by the self-interest of the officials who have a vested stake in 
the maintenance of the status quo. 

The brazenness of law-enforcement officials, who in gangster 
style refuse to answer questions, concerning their law-enforcement 
activities on the ground of self-incrimination. 

The failure of the central State government to take effective 
steps to compel local law-enforcement officials to enforce gambling 
and vice laws. 


LAS VEGAS, NEV. 


In the course of its investigations throughout the country, the 
committee was repeatedly struck by the magnitude of the gambling 
business and by the pattern of domination of this business by an 
interlocking group of gangsters, racketeers, and hoodlums. In all 
of the localities previously discussed in this report, gambling, except 
for pari-mutuel betting at race tracks, is prohibited by State and/or 
local law. Although some of the participants in this tremendous 
illegal business of gambling were relatively frank about their opera- 
tions, the majority of the witnesses on this subject before the com- 
mittee exhibited an extreme unwillingness to reveal information about 
their gambling activities. 

With the exception of those States which permit on-track betting 
and a few which permit certain special and relatively insignificant 
forms of gambling, Nevada is the only State which presently legalizes 
gambling within the framework of a State and local licensing system. 

In an effort to obtain reliable information about the size and methods 
of operation of top-flight professional gamblers and to investigate 
further the interstate ramifications of the gambling underworld, while 
still conforming to the letter and spirit of its original authorizing 
resolution, the committee heard testimony on gambling operations in 
the State of Nevada. 

The basic law legalizing gambling in Nevada was enacted in 1931. 
This law permitted gambling operations by persons who paid a license 
fee and received a license from the county authorities. Since that 
date, a number of changes have been made in the licensing system 
and the law, which was last amended in 1949, now requires that all 
persons who engage in gambling operations, including the operation 
of handbooks, must be licensed by the State as well as by the county 
or city in which they operate. State licenses are issued by the Nevada 
State Tax Commission which is empowered to hold hearings and to 
grant and revoke licenses on the basis of the qualifications of the 
applicants or licensees. 

The committee was told by Clifford Jones, lieutenant governor of 
Nevada, and William J. Moore, member of the State tax commission, 
that prior to 1949 little or no effort was made to screen the applicants 
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for State licenses. Lieutenant Governor Jones and Mr. Moore both 
testified that since 1949 an effort has been made to keep out persons 
known to have criminal records or strong affiliations with out-of- 
State gambling syndicates. No attempt had been made, however, 
to eliminate the undesirable persons who had been operating in the 
State before that time. Both the lieutenant governor and Mr. 
Moore themselves participated in the operation of hotels which 
included more or less large-scale gambling casinos. Gambling is a 
legalized business in Nevada and there is no question as to the char- 
acter of these gentlemen, who were most cooperative in their testi- 
mony before the committee. However, the committee’s inquiries 
revealed that the caliber of the men who dominate the business of 
gambling in the State of Nevada is on a par with that of professional 
gamblers operating illegal gambling establishments throughout the 
country. 


“RuGSY’’ SIEGEL WAS LAS VEGAS RACKET CZAR 


Before he was shot to death in 1947, Benjamin ‘“‘Bugsy”’ Siegel was 
undoubtedly the gambling boss of Las V egas, Nev. Siegel, who had 
— on gaming operations in C alifornia and elsewhere before com- 

ing to Nevada, had been associated with “Lucky” Luciano, Frank 
Costello, Joe Adonis, Meyer Lansky, and other influential members 
of the eastern underworld. From about 1942 until the time of his 
death, Siegel controlled the race-wire service in Las Vegas through 
Moe Sedway, an ex-convict, gambler, and long-time associate of many 
New York mobsters whom ‘Siegel brought to Las Vegas. Through a 
control of the wire service, Siegel controlled the oper: alae of all hand- 
books operating in Las Vegas. He refused wire service to any book 
unless he or his agents actually operated and managed it. During 
the period of the Trans-American-Continental fight over control of 
the race-wire service, Siegel, who was closely connected with members 
of the Capone mob, dispensed the Trans-American service and in 
some cases, serviced bookies who were also receiving the Continental 
service. Siegel was shot to death in California a few days after 
Trans-American went out of business. 

Until his death by violence, Siegel had a controlling interest in the 
Flamingo Hotel at Las Vegas, one of the country’s most elaborate 
gambling establishments. Associated with Siegel in the hotel and its 
gambling enterprises were Moe Sedway, Allan Smile »y, a gambler with 
a long criminal record who came to Las Vegas with Siegel, Meyer 
Lansky, and Morris Rosen also old-time associates of the New York 
mob. 

After Siegel’s death the operation of the Flamingo was taken over 
by Sanford Adler, a gambler with a long record of arrests, and a num- 
ber of his associates. Adler entered into an agreement with Sedway, 
Rosen, and Gus Greenbaum who controlled the wire service in 
Phoenix. Under the agreement, Adler was to have control over the 
operation of the hotel, although Rosen, Sedway, and Greenbaum held 
the controlling number of shares in the hotel. After a violent dis- 
agreement with Greenbaum, Adler suddenly sold out his interest and 
retired to his gambling clubs in Reno and Tahoe, leaving Greenbaum, 
Rosen, and Sedway in undisputed possession of the lucrative Flamingo 
operation. 
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With Siegel removed from the scene, Sedway and Rosen attempted 
to carry on Siegel’s monopoly over the race wire. Trouble over the 
wire service came to a head when service to the Santa Anita Turf Club 
was cut off. The Santa Anita Club, owned and operated by the 
Stearns brothers, adjoined the Frontier Turf Club, a former Sedway- 
Siegel operation, in which Rosen had succeeded to Siegel’s interest. 
Sedway attempted to negotiate a merger with the Stearns, but 
instead they tapped the Frontier Club wire service and continued to 
operate independently. 

At this point, Robert Jones, county district attorney of Clark 
County, and a partner of the lieutenant governor, became alarmed 
about the situation in connection with the distribution of the wire 
service in the State. He addressed a letter to the Nevada Tax Com- 
mission expressing grave concern over the situation prevailing in Las 
Vegas as a result of the monopoly of the race-wire service, and stated 
that the “situation was fraught with danger to the public peace.” 
In accordance with Mr. Jones’ suggestion, a hearing on the wire serv- 
ice was held in Las Vegas late in 1948. The testimony given in these 
hearings revealed that although Connie Hurley nominally held the 
race-wire contract for Las Vegas, arrangements for the distribution 
of the service to Las Vegas bookmakers were actually made by Rosen 
and Sedway. As a result of the hearings, Rosen was forbidden to 
carry on gambling operations in Nevada. He has continued to hold 
a controlling interest in the Flamingo Hotel, however. 


OLD-TIME RACKETEERS STILL OPERATE 


Another million-dollar gambling operation in Las Vegas is the 
famous Desert Inn run by Wilbur Clark, an old-time gambler, who 
at one time worked on the gambling boats off the coast of California. 
Clark’s associates in the construction and operation of the Desert Inn 
include Sam Tucker and Thomas J. McGinty, Cleveland gamblers; 
Moe Dalitz, an old-time bootlegger and gambler, and Morris Klein- 
man, a gambler and bootlegger who for many years has been associ- 
ated with the biggest gambling operations in Ohio. 

The Bank Club in Reno is owned and operated by William Graham 
and James McKay, who were convicted of mail fraud in New York, 
but who returned to Nevada after the expiration of their prison terms. 
At one time, Graham and McKay sold a one-third interest in the 
Bank Club to Joseph Stacher, a well-known eastern gambler. 
Stacher was reputed to be willing to spend as much as $250,000 to 
elect city officials who would license him to operate as a partner in 
the club. His application for a license was, as a matter of fact, 
denied by the Nevada Tax Commission before any action was taken 
on his application for a city license. 

Also operating in Reno are Mert Wertheimer, a big-time Michigan 
gambler who has been in partnership in Florida with such notorious 
gangsters as Joe Adonis, the Lanskys, and Frank Erickson, and with 
Lincoln Fitzgerald and Daniel Sullivan, members of the Michigan 
gambling syndicate. 

Benny Binion, one-time king of the rackets in Dallas, Tex., has 
also been involved in gambling operations in Reno. 

It is also clear to the committee that the gambling operations in 
Nevada are inextricably tied to interstate commerce. The book- 
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makers receive bets from many out-of-State sources and lay off 
bets with bookmakers outside the State of Nevada; as a daily practice, 
they use telephone wires and other facilities of interstate commerce. 
Part of these transactions are cleared by use of the mails. Several 
of the gambling syndicates are financed to a very substantial extent 
and exist largely on money from outside States. Most of the gambling 
public comes to Las Vegas from places beyond the borders of Nevada. 

It seems clear to the committee that too many of the men running 
gambling operations in Nevada are either members of existing out- 
of-State gambling syndicates or have had histories of close association 
with the underworld characters who operate those syndicates. The 
licensing system which is in effect in the State has not resulted in 
excluding the undesirables from the State but has merely served to 
give their activities a seeming cloak of respectability. 

The reform of the race-wire service which was hoped for as a result 
of the legislation enacted after the 1948 Las Vegas hearings seems to 
have been equally unimpressive. The 1948 act requires the impartial 
distribution of the wire service to all licensed bookmakers, and gives 
the tax commission power to fix rates and inquire into the operation 
of the wire service. 

William Moore, a member of the tax commission, told the committee 
that although the commission must pass on any increases over the 
rates charged in 1948, the commission has made no attempt to fix 
rates, or to eliminate the practice of fixing rates on the basis of a 
percentage of the bookmaker’s take. It is this practice of charging 
for the wire service on the basis of a percentage of take which effec- 
tually makes the distributor of the wire service a partner in every 
bookie operation, and which inevitably leads to violent competition 
for control of the wire service. 

Mr. Moore also told the committee that the commission had con- 
fined itself to passing on complaints from bookmakers—which, 
strangely enough, had been limited to one complaint in 3 years—and 
had undertaken no independent scrutiny of the wire service operation. 

The profits which have been taken from gambling operations are 
far greater than those which can be earned quickly in any other 
business. The availability of huge sums of cash and the incentive to 
control political action result in gamblers and racketeers too often 
taking part in government. 

In States where gambling is illegal, this alliance of gamblers, 
gangsters, and government w ‘ill yield to the spotlight of public ity and 
the pressure of public opinion, but where gambling receives a cloak 
of respectability through legalization, there is no weapon which can be 
used to keep the gamblers and their money out of politics. 

Taking Lt. Gov. Clifford Jones as a particular instance: 2} percent 
of the Pioneer Club had been sold to him for $5,000 in the year 1941. 
Thereafter, his annual income from this operation was $14,000. 
Jones is also a member of a law firm, and one of his partners is Robert 
Jones, district attorney of Clark County. 

As a member of the State tax commission, William Moore’s partic- 
ular function is to deal with licensees engaging in bookmaking and 
gambling operations. Mr. Moore also has a gambling operation of 
his own, being a part owner of the Last Frontier. He recently made 
a deal for wire service and received a rate which in the opinion of the 
committee gives him a considerable financial advantage over his com- 
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petitors. Mr. Moore explained the reason for the comparatively low 
rate was that his operation was a new one, but the committee found at 
least one other similarly new operation which had not been given the 
same low rate. 

The conditions above described are not healthful. Gambling is the 
big business in the cities of Las Vegas and Reno, the two largest cities 
of the State of Nevada. A short tour of either of these cities suffices 
to show that gambling is the major preoccupation of the residents in 
both places. As a case history of legalized gambling, Nevada speaks 
eloquently in the negative. 


WEST COAST 
I. Racket pattern 


The racket pattern in California was found to be similar in general 
to that in other sections of the country, in that various forms of gam- 
bling furnished the backbone for other rackets by reason of its heavy 
profit. It was noteworthy, however, that—probably because of an 
awakening brought about by the activities of the California Crime 
Commission—law-enforcement officers, grand juries, and prosecutors 
had combined to accomplish certain results. The committee found 
that the race wire service had been outlawed in California, although 
it was obviously obtainable on a sneak basis. Many major gambling 
figures have utilized neighboring Nevada to base their activities, pre- 
ferring the less hazardous operation by telephone with their customers 
in California. 

Other indications of the increased vigilance of law-enforcement 
agencies were found in testimony that table gambling casinos were 
practicaly nonexistent, but the gamblers had devised collapsible crap 
tables which could be hauled about in the rear of an automobile for 
use in sneak games. 

Further evidence of resistance to the shut-down was disclosed in 
the testimony of Mayor Fletcher Bowron of Los Angeles, one of the 
leaders in the war on crime, that the racket element had combined in 
an abortive effort to reopen his area to the rackets by forcing a recall 
election. Fora time there were many establishments running “bridgo- 
bingo.”’ This is a type of gambling similar to bingo except that the 
participant is required to demonstrate his ability to engage in the 
bingo game by engaging in a so-called game of skill beforehand. 
These games of skill were but a mockery and subterfuge, as a child 
of tender years could readily accomplish the skill portion of the game. 
Between the first inquiry by the committee into these games in No- 
vember 1950, and the committee hearings in February 1951, it was 
found that the bridgo-bingo games had virtually disappeared because 
of police activity and the disclosures that, almost without exception, 
the games were operated by known racketeers hiding behind an indi- 
vidual without a criminal record who fronted for them. 

As in other localities, the ‘lay-off’ system in handbooks was found. 
California bookies were found to be in close touch with “lay-off” 
establishments as far away as Shreveport, La., and Florida where 
John O’Rourke testified he reczived bets over the telephone from 
Mickey Cohen in Los Angeles, resulting in a loss to O’Rourke of some 
$50,000 in a short period of time 
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II. The “vice squad pattern” and diffusion of police responsibility are 
of material assistance to organized crime 

As found nearly everywhere, jurisdictional difficulties of law-en- 
forcement agencies materially assisted the criminal element to operate 
with a minimum of harassment. The fact that the investigative and 
police jurisdiction of law-enforcement agencies stopped at a city, 
county, or State line was used to advantage by the underworld figures 
who consistently sought refuge in the area where they found more 
“official tolerance” but, by penetrating the better policed areas by 
telephone and by a continuously moving operation which never 
tarried long enough to invite police action, they found themselves 
able to defeat the law. For instance, the Guarantee Finance Co. 
case disclosed headquarters in one county which was actually the 
nerve center of operation but the customers in large measure being 
serviced by this gambling organization were located across the county 
line. There was also the peculiar geographic set-up whereby the 
area known as the Sunset Strip, an island in the midst of Los Angeles, 
not subject to the law enforcement jurisdiction of the Los Angeles 
police, became an natural haven for those engaged in activities 
offensive to the Los Angeles police. 

As was the case with Mayor Fletcher Bowron, the vigorous opposi- 
tion to the racket pattern by Chief of Police William H. Parker of 
Los Angeles met with resistance. Testimony adduced disclosed the 
detection and prevention of an attempt on Chief Parker’s life. 

Meanwhile, in Los Angeles County where officials seem to be more 
“tolerant,”’ sheriff’s deputies from time to time were charged with 
nonfeasance and even more serious collaboration with criminal figures. 
Sheriff Eugene Warren Biscailuz of Los Angeles County testifie d that 
he questioned the officers involved but they denied the allegations, 
and he conducted no further investigation of the charges. 

As elsewhere in the country, there were interesting examples of 
accumulation of wealth in the hands of law enforcement officers. 
William Robertson, a former police officer in Los Angeles, could not 
remember his net worth but admitted that it was over $100,000. He 
resigned from the police force when an investigation into sources of 
his income was pending. In the Guarantee Finance case, the books 
disclosed an item of $108,000 referred to as “‘juice,’’ the California 
term for “‘protection.’’ In Florida it is ‘‘ice.’’ In view of the fact 
that the Guarantee Finance was a ‘50-50 book’ with participating 
bookmakers sharing the expense, a payoff of $216,000 was indicated. 
Investigation and testimony thus far have failed to develop the iden- 
tity of the recipients of this ‘juice.’ Further, there were found a 
number of instances where law enforcement officers profited hand- 
somely from business deals made easy for them. For instance, former 
Capt. Al Guasti of the Los Angeles sheriff's office, was able to purchase 
a liquor license for $525 and within a short time sell the license, taken 
in his wife’s name, for about $12,000. Other officers participated in 
similar liquor license deals, realizing quick profits. 

In this connection the “vice squad pattern’? was again found. 
This is a device used in many cities where the rackets thrive. The 
police department bosses set up a vice squad composed of a chosen 
few directly accountable to them. They instruct the remaining law- 
enforcement officers to stay away from gambling and vice and to 
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channel any complaints to the vice squad for action or, in most cases, 
inaction. By this device, a small clique frequently controls the col- 
lection of the protection pay-off. It directs police activity against 
operations that conflict with those who are “in” or those slow to 
recognize their responsibilities to purchase “official tolerance’ to 
operate. As an example of how this pattern works, it was found 
that in Los Angeles County even the vice squad “‘didn’t move freely 
without instructions from Captain Pearson.’ In the case of one 
raid, Captain Pearson wrote a note to the sergeant in charge of the 
squad saying: 

Make your raids specifically at 10 o’clock. At that time, the gambling tables 
will be covered. Observe the girl show and then leave. During that time, there 
will be no gambling conducted so your officers will not be embarrassed. 
Captain Pearson admitted that the note was in his own handwriting. 

Evidence of obstruction of justice by violence and the tendency of 
the criminal to take the law into his own hands was found in the 
shocking shotgun murder of Attorney Sam Rummel. His voice was 
forever silenced on December 11, 1950, the day following a conference 
with Sheriff’s Officers Guasti and Pearson. At the time that a grand 
jury was probing the bookmaking and protection of the Guarantee 
Finance syndicate, Rummel called on Guasti on Sunday, December 10, 
1950. Guasti arranged for a clandestine meeting in an automobile 
between Rummel, Pearson, and Guasti. Guasti admitted to the 
committee that Rummel said he was going to discuss the Guarantee 
Finance case before the grand jury and that he “had some informa- 
tion.” Further testimony. developed that Pearson met Rummel later 
in the evening and made available records about the investigation, 
obtained in his official capacity. It was the following morning that 
Rummel was ‘‘removed permanently” from consideration as a witness 
who might shed some light upon the corruption that was evident in 
the Guarantee Finance syndicate. Guasti admitted to the com- 
mittee that he did not bother to advise the Los Angeles police, who 
were investigating the murder, of the events on the day prior to the 
shooting. 

In another case, law-enforcement officers found their path toward 
conviction for narcotic violations of the notorious Sica brothers blocked 
by the gang murder of Abraham Davidian, the man considered by the 
prosecution to be the key witness and “‘sine que non”’ to conviction. 
Needless to say, Davidian’s death completely stultified their efforts 
and the Sicas went free. Perhaps the lesson learned from the death 
of Abe ‘“‘Kid Twist’? Reles, whose untimely demise in New York 
prevented the prosecution of the triggerman in the Murder, Inc., 
case, served the California hoodlums well. 

Further manifestation of the disregard for the processes of justice 
was found in the revealing recording adduced in the Los Angeles hear- 
ing of the committee in which the unguarded conversation of under- 
world figures was brought to light. In Dallas, Tex., Herbert Noble, 
who has just survived the eleventh attempt to take his life by dynamit- 
ing his automobile and airplane, among other things, was engaging in 
a war for control of the Dallas racket with Benny Binion. So many 
attempts have been made on Noble’s life that he is called the Clay 
Pigeon. Binion left Dallas after Noble’s wife was murdered. Her 


last act was to step on the starter of the automobile usually used by 
Noble, thereby detonating the dynamite placed in the car by those 
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who wished to eliminate Noble. According to the story brought out 
in the testimony, Binion moved to Nevada but continued to maintain 
an interest in the lucrative Dallas rackets and sent an emissary, 
Harold Shimley, to Dallas in an effort to make peace with Noble. 

Vigilant Dallas police learned of the move and recorded the ensuing 
conversation between Shimley and Noble which took place in a tourist 
cabin near Dallas. The conversation furnished a graphic insight into 
the tactics of these lawless elements. Shimley made an effort to con- 
vince Noble that Binion did not want trouble and was not responsible 
for the murder of Noble’s wife. Shimley maintained that Binion had 
spent thousands of dollars of his own to track down the perpetrator of 
this shocking crime and claimed that he had found the individual who 
had purchased the dynamite and intended to arrange to square matters 
by gangland methods. The alleged purchaser of the dynamite had 
been arrested and incarcerated. Shimley told Noble that he (Binion) 
said, “I can get the ———— killed in the penitentiary.’”’ Noble re- 
plied, ‘‘Well, that’s good enough for me.’”’ During the conversation 
a telephone call was made to Binion, who remained in Nevada, from 
the men in the tourist cabin in furtherance of the peace effort. 
There is no record of these individuals ever advising law-enforcement 
officials of the information they insisted had been developed concern- 
ing the killings. 

ITI. The persuasive Mickey Cohen and magnetic William Bonnell: 

No discussion of the California crime picture would be complete 
without reference to the notorious Mickey Cohen. Although the 
recent police surveillance and publicity attendant to Cohen’s activities 
have undoubtedly exerted a deterrent effect on Cohen’s activities, 
his name is inescapably woven into the pattern of rackets in southern 
California. Cohen is frequently mentioned in connection with gam- 
bling enterprises and has been known in handbook circles as a lay-off 
man for Nation-wide horse bets. Cohen’s tendency toward strong- 
arm tactics is evidenced by the treatment he administered to Jimmy 
Utley in broad daylight in a Los Angeles restaurant. It has been 
related how Cohen pistol-whipped Utley in the presence of numerous 
patrons of the place but none of them, including Utley, would testify 
about what they had seen. Again, Cohen accompanied Joe Sica 
when the latter called upon Russell Brophy, the race wire service dis- 
tributor in California, to find out why Brophy had declared Sica “‘out.”’ 
Sica was unable to persuade Brophy that he was “in” and, in the en- 
suing fight, Brophy was administered a bad beating. Cohen’s en- 
thusiasm mounted and he tore the telephones out of the place. 

Cohen has explained that in recent years he spent money in excess 
of his reported income by reason of loans made to him by various 
individuals. These “loans’’ amounted to over $140,000 and Cohen 
admitted he was in no position torepay them. In one instance Hyman 
Miller, a bookmaker, “lent’’? Cohen $5,000 which Cohen had never 
repaid. Cohen apparently added insult to injury by administering a 
beating to Miller after they had “harsh words.’ On another occasion 
Cohen successfully “borrowed”? more than $20,000 from the then 
president of the Hollywood State Bank on a completely unsecured 
basis. Cohen claimed he was able to arrange this loan merely by talk- 
ing to the president of the bank, without posting collateral or security, 
and without giving any promissory note. It was emphasized that the 
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loan was from the personal funds of the bank official and did not 
involve the bank’s funds. 

William G. Bonelli, a member of the California State Board of 
Equalization which controls the issuance of liquor licenses, proved to 
be an interesting witness. Previous testimony had developed that 
Bonelli’s campaigns for office had shown a number of law-enforcement 
officers and racketeers to be prominent supporters. William Robert- 
son, operator of a gambling establishment and former Los Angeles 
policeman, made collections for Bonelli’s campaign totaling $15,000 
to $17,000. 

Another admitted backer of Bonelli was Capt. Al Guasti of the Los 
Angeles County sheriff’s office who, as previously related, was able to 
purchase a liquor license for less than $600 which subsequently sold 
for $12,000. The individual who arranged for Guasti to obtain the 
liquor license was William J. Cook, who is one of the principals in 
Bonelli’s campaign. Cook appeared as a partner with Bonelli in a 
venture known as the Hillview Oil Co., which later became a corpora- 
tion in which both held stock. Bonelli testified that the stock which 
he bought at $1 per share was to date a losing proposition. Not- 
withstanding, Cook was able to sell one share of the Hillview Oil Co. 
stock which cost him $1 to the operator of the Rainbow Room, a 
liquor licensee, for $2,000. Another licensee paid $1,000 for half a 
share of stock which cost Mr. Cook 50 cents. 


WIRE SERVICE IN CALIFORNIA 


Under California law the race wire service has been outlawed. 
Notwithstanding, the bookies seem to be able to circumvent the law to 
obtain the information so vital to their existence. Although there is 
no evidence of direct wire outlets in the State, there have been at least 
four occasions of “tapping”? Western Union cables which parallel the 
Southern Pacific tracks and carry Continental Press racing news 
through California to Mexico. On one occasion the tapping, obviously 
for gambling purposes, was so crudely done that it threw off the entire 
block signals system of the railroad. 

Russell Brophy, who controlled the distribution of the racing news, 
testified in the hearing of the Interstate and Foreign Commerce Com- 
mittee that he was receiving racing information by short-wave radio 
from Mexico and disseminating it in California. There was no testi- 
mony as to how he paid for the information but Edward McGoldrick, 
of the General News Service in Chicago, a Continental distributor, 
testified before this committee that his service was receiving $500 per 
week from Stanley Cohen in San Francisco under an oral agreement 
that McGoldrick would furnish Cohen with wire service to San 
Francisco if and when it became legal to run wires into California 
again. The $500 per week payment closely approximated the amount 
paid for the racing news in San Francisco when the wire was legal. 
MeGoldrick was unable to explain‘-how Cohen could be assured of 
exclusive representation of the wire service in San Francisco and it 
seemed highly incredible that Cohen would be paying $500 per week 
ad infinitum merely to protect a franchise to obtain news service which 
could not be transmitted into the State legally. Although there 
appeared to be no business relationship between Continental Press in 
Chicago and Stanley Cohen from the record, Cohen’s 1949 tax return 
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disclosed an expense item of $46,300 for “‘Continental Press Service.” 
A further interesting item was an expense of $23,909.24 for ‘‘tele- 
phone.” 

When the committee sought to question Cohen about his obvious 
wire-service activities he refused to give any information and has 
been cited for contempt. Thus there remains the paradoxical situation 
in California in 1949 where Brophy, son-in-law of the late James 
Ragen, murdered Continental Press principal, claimed California wire 
service was obtained by radio from Mexico, which incidentally has a 
Continental Press drop, and McGoldrick, of General News, a Conti- 
nental subdistributor in Chicago, claimed that Stanley Cohen was 
paying General News $500 per week for a very nebulous consideration. 
But Cohen’s books failed to support these payments and, on the 
contrary, disclosed $46,000 paid to Continental Press, all of which 
took place during a year when the wire service was outlawed in the 
State. The inescapable conclusion again appears that the Continental 
Press Service subdistributors are merely dummies along the path 
which the racing news travels from Continental to the bookie, and 
that the funds extracted from the bookies for the service wind up in 
the coffers of Continental. 


IV. Corruption among internal-revenue employees 

A new technique for extracting money from taxpayers was developed 
by several Internal Revenue Bureau employees in the west coast area. 
Patrick Mooney, formerly chief field deputy at the Bureau of Internal 
Revenue at Reno, Nev., for a number of years was an officer in the 
Mountain City Consolidated Copper Co., which seemed to be nothing 
more than a “‘shadow mine.” In other words, there is no record of 
the mine ever producing anything of value and it was not worked. 
For many years Mooney prepared the tax returns for Elmer ‘‘Bones”’ 
Remer, a prominent California gambler. Remer had a tax deficiency 
of $773,535 for the years 1941 to 1946. In 1946, Mooney testified, 
he had an income-tax warrant against Remer calling for the payment 
of about $7,000 or $8,000. Remer had a check ready to pay the tax 
assessment but, after talking with Mooney, instead bought $2,400 
worth of the copper company stock and deducted $2,400 from the 
check to the Government. According to Mooney “it was all adjusted 
anyhow.” Apparently Remer was not bothered further by tax 
difficulties at this time. 

In addition to Remer, several hundred others, most of whom were 
having tax troubles, bought stock in the mine. Many of them have 
been identified as gamblers and gambling-house operators in that area. 
Apparently a participant in the scheme with Mooney was Ernest 
Mike Schino, the former chief field deputy, office of the collector of 
the northern district of California. Schino was the recipient of 5,000 
shares of the stock from Mooney and, as “it would not be right to 
put it in Mooney’s name”’ according to Mooney, it was put in the name 
of Schino’s sister. 

There was evidence that Gertrude Jenkins, a convicted abortionist 
who was having tax difficulties, paid $5,000 to Mooney, half of which 
was to go to Schino to “fix” her case. On the other hand, Robert J. 
Kaltenborn, the owner of a large wholesale automobile-parts store in 
Las Vegas, was recently convicted of violation of the internal revenue 
laws. During the time he was under investigation he was approached 
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by Martin Hartmann, who purported to be a stock salesman for the 
Mountain City Consolidated Copper Co., with the suggestion that 
Kaltenborn buy $3,500 worth of M. C. C. C. stock for the purpose of 
taking a short-term loss to charge off on his income tax. He explained 
that Mooney, of the internal revenue in Nevada, and secretary- 
treasurer of the copper company, would show him how to do it to 
evade prosecution. Kaltenborn did not play ball and subsequently 
was convicted. There were other incidents of unusual relationships 
between internal-revenue employees and those under investigation, 
such as a case where an internal-revenue employee was instrumental 
in bringing together a taxpayer under investigation with the madam of 
a house of prostitution also under investigation, for the purpose of 
establishing a new house of assignation near a military installation. 
Subsequent to the committee hearings most of the employees 
involved have been removed from the service and a Federal grand 
jury is considering the entire matter. 
V. The role of Arthur H. Samish 


The strange tale of the part played by an almost unbelievable 
character, Arthur H. Samish, in the California picture nearly 
defies description. Mr. Samish can safely be called “Mr. Big’”’ in 
California. His physical weight, around 300 pounds, can be calcu- 
lated fairly accurately but the weight of his influence in the affairs 
of that State would be most difficult to estimate. Mr. Samish 
describes himself as a ‘‘publie relations counsel” or a “policy con- 
sultant’’ and has declared on at least one occasion, “I am the legis- 
lature.’”’ His forte is representation of organizations and associations 
as a lobbyist before the California Legislature. Prior to the actual 
arrival of the chairman of the committee for the hearings in Cali- 
fornia, committee investigators were rebuffed in their attempts to 
examine Mr. Samish’s records; thus it was necessary to explore his 
methods in open hearing and the revelations were startling. 

For many years one of Mr. Samish’s clients has been the California 
State Brewers Institute, a trade association composed of 11 of the 14 
breweries in California which accounts for 86 percent of the beer 
production there. The officers of the institute testified that the 
organization was a nonprofit association, the stated purposes of which 
were to “educate and elevate the minds of men” and to ‘‘encourage 
civic enterprises with a view of attaining the maximum benefits for 
all concerned.”” The dues of the association were established on a 
per-barrel basis according to the production of beer by the member 
breweries. An assessment of 4 cents per barrel produced by the 
member breweries was turned over to the institute and placed in a 
bank account to be disbursed under the authority of the directors of 
the institute. This assessment amounted to a very substantial sum 
when it is considered that in 6 years the total sum paid into this fund 
by the breweries amounted to well over $500,000. According to the 
testimony, the practice of the brewers, some of whom testified, has 
been to deduct this entire assessment for tax purposes on their books 
as ‘“‘an operating expense.”’ The members also pay another 5 cents 
per barrel to the institute, which money is deposited in a special 
account in the Crocker First National Bank of San Francisco. Mr. 
Samish is a virtual dictator over the disbursement of funds from this 
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account. Deposits from the 5-cent assessment in the last 6 years 
from the brewers to the institute aggregated $935,943.19. It has 
been the practice of the member breweries, according to the testi- 
mony, to deduct again as “an operating expense’ 50 percent of this 
additional assessment. The other 50 percent is considered non- 
deductible as an operating expense on the theory that half of the 
fund is used for nondeductible purposes. Thus the member brewers 
contribute a total of 9 cents per barrel of beer to the institute. Under 
this agreement nearly $2,000,000 has been paid in during the past 6 
years ‘with the brewers charging off, as an “operating expense,”’ 6}: 
cents on each barrel as a tax deduction. But examination of the 
record to determine if this, in fact, is “operating expense”’ is in order. 

The committee labored through a lengthy interrogation of the 
institute officers, member brewers, Samish’s bookkeepers and Samish 
himself in an effort to find out what became of this tremendous sum 
of money. In connection with the $1,000,000 “Samish fund’, Mr. 
James G. Hamilton, Secretary of the California State Brewers Insti- 
tute, testified that the checks are drawn at the request of either Mr. 
Samish or his representatives in his office. From the record: 

Question. So, that Mr. Samish directs these three gentlemen to draw the 
checks. Would you say that he is in complete control of that account? 

The CuarrkMAN. For practical purposes. 

Answer: For practical purposes; yes. 

Question. Now, who keeps the books and records as to that account? 

Answer. I don’t know. 


Mr. Hamilton, who is a full-time paid employee handling the 


administrative affairs of the institute, appeared strangely uninformed 
with respect to what became of the bank statements and canceled 
checks of the account. He advised that the statements and checks 
were sent to Mr. Samish’s office and that the institute had no record 
of the expenditures; that the institute “acts merely as an agent in the 
collection and deposit of the funds.” 

Mr. Samish’s function, as described by Mr. Hamilton, was summed 
up by Senator Kefauver in this question: ‘‘For practical purposes he 
makes the legislative and political decisions for the brewers of 
California?” Mr. Hamilton answered “ Yes.” 

Further it was estimated that members of the institute, persons 
connected with organizations and their families, wholesalers, and 
retailers who would be affected by the Samish influence would number 
around 500,000 in California. Senator Kefauver inquired of Mr. 
Hamilton: “Now, when it comes up a to whether a proposed refer- 
endum is to be good or bad for the brewing industry, whether an 
election of a State Se nator, a member of the legislature or the passage 
of a bill in the legislature will be good or bad, that decision is made 
exclusively and wholly by Mr. 5 Samish?” Mr. Hamilton said, “That 
is my understanding; yes.’ 

The examination of William P. Baker, president of the California 
State Brewers Institute and also president of the Regal-Amber 
Brewing Co., was very enlightening. Mr. Baker was one of the 
three individuals authorized to draw checks on the “Samish account’ 
of the institute. He testified that he did not question the checks 
which were presented to him for signature. He ‘“‘imagined”’ they came 
from Samish’s office but he had never had occasion to refuse to sign 
any checks and “supposed” that Samish kept a record of the checks; 
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further that the only checks he remembered signing were to Mr. 
Samish and these took up all of the fund. The net result of that 
interrogation of the members of the Brewers Institute with respect to 
the disbursement of the funds from the special account was, ‘See 
Mr. Samish.”’ 

Mr. Samish proved to be not at all disturbed by his inability to 
account for expenditures traced to him and deducted by the brewers 
as expense to save themselves many thousands of dollars in Federal 
taxes. After considerable fencing, Mr. Samish finally testified that 
the checks on the ‘‘Samish fund” were made up in his office and 
sent to the institute for signature and returned to his office. When 
the canceled checks were returned by the bank with the monthly 
statement, the canceled checks and the statement and a handwritten 
record of the checks drawn for the month were delivered to his office 
by the institute. In answer to a question as to what became of 
the statement and canceled checks, Mr. Samish testified: 

I take the recapitulation, the bank statement, and the canceled checks and 
I throw them in the wastebasket. 

From time to time Mr. Samish referred to a written agreement 
he had with the institute. It was pointed out that, under its terms 
concerning expenditures, there was to be a “‘report made.”’ He was 
asked how a report was made in the light of his testimony that he 
destroyed all records and the testimony from the institute officials 
was that they kept no records. Mr. Samish replied, “I don’t work 
on that end of it.’””, The agreement further provided that Mr. Samish 
should have no authority to incur expenditures until the institute 
authorized them. He was asked how this could be reconciled with 
the statement he made that he drew checks upon his own authority. 
He said, “I just do it.”” He was asked if this did not breach his 
contract. He answered, “I haven’t even given that any consid- 
eration.”’ 

During the interrogation Mr. Samish produced a handwritten 
notation of a number of checks drawn in the past year. It was noted 
that on October 3, 1950, a check was drawn to cash in the amount of 
$15,000. Mr. Samish was asked where the cash went. He explained 
that during the general election period many ‘‘cash’’ checks were 
drawn looking toward seeing that— 
honest, outstanding officials that subscribe to the temperate use of beer, wine, 
spirits and other things are returned to office. 


This colloquy followed: 


Question. And where does the money go, sir? 

Answer. It is expended. 

Question. It is expended? 

Answer (nodding affirmatively). 

Question. And what does that mean? 

Answer. Well, it is expended in connection with campaigns, 

Question. And who gets it? 

Answer. The cash is handled through me. 

Question. You get the cash, then? 

Answer. Yes. 

Question. And what do you do with the cash? 

Answer. We spend it. Make contributions and distributions. 

* * * * * * * 

Question. Well, sir, we are not arguing policy with you. We are trying to find 
out where the money went, physically; whose hands it got into. 

Answer. Well, it comes into mine. 
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Question. And then where does it go from yours? 
Answer. It is given in contributions. 

Question. To whom? 

Answer. To different campaigns. 

Question. Name one. 


Answer. Well, I don’t keep a record of that. I would be glad to see if—to see 
if I can find it for you. 

* * * * * * * 

Question. Now you have the money in your hand; you have $10,000; you are 
going to give it to the campaign committee. How do you do it? 

Answer. I handle it. I have been doing it for a great many years. 

Question. Do you handle it in cash? 

Answer. Well, we pay bills sometimes. Sometimes we may handle it in cash. 

Question. What is wrong with writing a little check to the campaign committee? 

Answer. I tell you what I decided after this situation: I told Mr. Hoertkorn 
{his bookkeeper], ‘‘For your information, starting March 1, [1951] everything 
in that fund is going to be by check.”’ 

The CHarRMAN. May I ask a question at that point. Mr. Samish, just look- 
ing here at one month—for instance in May of 1950—you have ‘“‘contributions 
$10,000,’ ‘*$10,000,”" “$10,000,” “‘$10,000"—four of them definitely marked 
“contributions” there; others here, “‘liquor,’’ and somebody is a trustee, and 
‘Louis Lurie Company’’—I guess that is printing. But anyway, there is $40,000 
in “contributions” that I assume that you handle by paying some bills or giving 
to the candidates, or whatever it may be. 

uestion. Is there a distinction between “‘cash”’ and ‘“‘contributions’’? 
he CHAIRMAN. Is that the same thing? 

Answer. ‘“‘Cash”’ and “contributions’’ are the same thing. 

Question. Who decides whether it is going to be a contribution or cash? 

Answer. All of our contributions, with rare exceptions—once in a while we 
may make a check out if I don’t happen to be around, or for what reason I don’t 
know. But I would say 95 percent of it is in cash. 


In view of the prohibitions in the Federal Corrupt Practices Act, 
the disbursements by Samish of substantial sums “in connection with 
campaigns” indicate that there is a strong possibility of a violation 
of this act by the Samish group. Among other things, the act pro- 
hibits campaign contributions by corporations. Samish was found 
to have issued a circular letter to the brewers discussing ‘‘all candi- 
dates’”’ and admitted that they had been called upon by some of the 
national parties to make contributions to their candidates. The 
Attorney General of the United States has been asked to look into 
the matter. 

Samish testified that about $153,000 per year was received into 
the special account to be disbursed according to his direction. In 
the 1-year period of 1950 at least $105,000 of this sum was checked 
out for “‘cash.’”’ Samish claimed in his books that the money was 
spent for “contributions.’”’ Notwithstanding, he was unable to tell 
the committee during his testimony exactly where as much as $1 of 
this sum was spent. An interesting example of his vagueness and 
indefiniteness was a passage which took place about an item of $13,- 
317.94 which Samish reported in his personal income-tax return for 
the year 1949 under “rentals.’’ Samish said the money came from 
“a little oil venture.” He said he owned oil properties in Indiana 
and Texas and he didn’t know which one—‘‘really I don’t.” 

Question: A “‘little’”’ item you can’t remember? 

Answer: Qh, it’s small. That’s right. I can’t remember. 

Question: All right, sir. See if you can remember this one: Another $13,000 
in your expense for 1949 for entertaining—$13,899.35. What is that for? 

Answer: Oh, I can’t give you any details. 

* * * * * * ~ 
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Question: In general, who is entertained $13,000 worth? 

Answer: I can’t tell you. If you want to ask or inquire about those things, I 
think our tax consultant, or our tax counsel, will explain everything to your 
satisfaction. 

Question: Is he the one who spends the money? 

Answer: That isn’t a question of that. 

Question: Yes; it is the question, 

Answer: Well, I don’t know. I just don’t know, Mr. Rice. 


The light regard with which Samish holds money is further illus- 
trated by his statement about some of his fees. Samish related that 
he received a yearly income from a number of accounts, one of which 
was Schenley Industries of New York. He said, “I get $36,000 flat 
fee from Schenley Industries.” Senator Kefauver said, “You must 
do a let of work for them for $36,000.’ Samish replied, ‘Well, I do 
at times, Senator, I do but not always. I mean I am ‘callable’ when 
they want me.’’ Samish testified that he had previously been paid 
as much as $46,000 by Schenley but the amount of his fee was reduced 
to $36,000, the reason being that ‘‘I was earning too much money.”’ 

Apparently Samish has been none too discriminating in his choice of 
friends and associates. For instance, he testified he had on several 
occasions gone to Hot Springs, Ark., for the baths there. While 
there he talked with the notorious Joe Adonis, alias Joseph Doto, 
one of the major racket figures in the country. He said, in answer to 
a question about meeting Adonis any place outside of Hot Springs, 
“Oh, I might have seen him around New York.’’ While in Hot 
Springs there was a telephone call placed from his room to the Beverly 
Country Club in New Orleans, which at that time was one of the best 
known gambling casinos in the country. The committee testimony 
has reflected that the club is operated principally by “Dandy Phil’ 
Kastel and that Frank Costello has an interest in the place. When 
asked the reason for his call to the Beverly Club from Hot Springs in 
April of 1950, Samish replied, ‘Well, I couldn’t tell you. Maybe 
I wanted tosay, ‘Hello’, to Mr. Kastel or Mrs. Kastel.” Pressed further 
about the conversation, he said, “I don’t recall. I really can’t say. 
I just can’t say. I don’t know. I don’t know the nature of the con- 
versation.”’ It was also indicated to Samish that while at Hot Springs 
he had made numerous calls to Chicago to a telephone listed to the 
Jack Stone Cigar Store, 217 North Clark Street. He was asked what 
the calls were for, and answered that he probably was looking for a 
tip on “a horse or anything.” 

An example of another type of Samish influence and accomplish- 
ment was brought out through the testimony of C. H. Palmer, counsel 
for the Alfred Hart Distilleries, of Los Angeles, Calif. In 1943, 
Alfred Hart was anxious to open a new liquor distributorship in San 
Bernardino County, one of the largest counties in the United States. 
A partnership with Edward Seeman was formed in 1943 for this 
purpose. Seeman, according to Sheriff James Stocker, was operating 
slot machines and pinball machines in that section, After about 2 
months, there were some negotiations between Arthur Samish, State 
Senator Ralph Swing, Alfred Hart, and his attorney. Mr. Palmer, 
the attorney, advised that ‘‘Mr. Seeman was in some sense representing 
Mr. Ralph Swing.”’ A new arrangement was made and a new partner- 
ship formed with Alfred Hart retaining 51 percent of the interest and 
the balance distributed to Ralph Swing, Edward Seeman, and Miss 
Edith Mack identified as a friend of Samish. The testimony reflected 
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that almost immediately the enterprise flourished. Seeman’s invest- 
ment was said to be $100, Senator Swing’s $500, and Edith Mack 
$100 or $200. Within the first 3 months of the operation, Miss 
Mack’s share of the profits was at least $2,700. 

When there was a reorganization in 1948, Hart purchased the in- 
terest of Seeman and Swing. In addition to his dividends over the 
years, Senator Swing received $16,000 in cash, plus 6,000 shares of 
stock which were sold for $24,000. In addition to his substantial 
dividends, Seeman received $16,000 cash and 8,000 shares which were 
sold for $48,000. Miss Mack retained her interest. In discussing 
Samish’s participation in bringing these people together, Senator 
Kefauver commented to Mr. Palmer, “It was very pleasing to Mr. 
Samish to have some participation in getting Mr. Swing a good busi- 
ness deal like that?” Palmer answered, ‘Well, I think it is fair to 
say that it was a feather in his cap.’ Senator Kefauver went on to 
say, “I suppose it would be helpful to Mr. Samish to have Senator 
Swing on his side,”’ to which Mr. Palmer agreed. Thus, we find an 
apt illustration of Samish’s ability to accomplish a very profitable 
financial arrangement for a State senator, although there would be 
no record traceable to Samish. 

What makes the Samish story even more incredible is the fact that 
many of the disclosures of questionable practices made during the 
committee hearings of 1951 had been exposed in ee as long ago as 
1938 when there was a legislative investigation in California. The 
results were incorporated i in a report prepared by Howard R. Philbrick 
made September 28, 1938. Strangely enough, the report, after being 
made a part of the record of the California Legislature, was almost 
immediately expunged from the record and copies disappeared to the 
extent that the report became a virtual collector’s item. The report 
was a work of several former FBI agents and extremely exhaustive. 
Parts were read into the committee record. Among other things, 
charged in ite summary findings were: 

The principal source of corruption has been money pressure. The principal 

offender among lobbyists has been Arthur H. Samish of San Francisco, through 
whose accounts has passed at least a total of $496,138.62 during the vears 1935 
to 1988. * * * Lobbying of the type represented by Mr. Samish as dis- 
tinguished from open legislative representation has been a major corrupting 
influence. * * * Mr, Samish from one client industry obtained a politic al 
fund in excess of $97,000 between 1935 and 1938—-quite distinct from Mr. Samish’s 
own compensation fund from the client. He could spend the political fund 
without accounting and in fact kept no disbursement records. 
In that report, Samish was quoted as saying, “I am the governor of 
the legislature. To hell with the Governor of the State.’ As far 
back as 1938, the investigators encountered the same difficulties in 
dealing with Mr. Samish’s record as had the Senate comuitte ‘e repre- 
sentatives. Those predecessor investigators said that, “Mr. Samish’s 
records were not records as a bookkeeper would understand the 
term. They were notations of income items and check-stub records 
of bank-account withdrawals. Further, there was no itemization of 
Samish’s expense deduction. * * * Mr. Samish’s return to the 
Federal Government in 1937 is not in compliance with rules and 
regulations of the United States Treasury Department and does not 
attempt to set up figures which actually reveal Mr. Samish’s true 
income.”’ 
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In view of the findings of this committee, recommendations have 
been made to both the Commissioner of Internal Revenue and the 
Attorney General of the United States that Arthur Samish’s practices 
and those of the California Brewers Institute and the brewer members 
thereof be examined with a view to: 

1. Disallowing the deductions of the brewers as “operating expense”’ 
in the 9-cent assessment fund, amounting to nearly $2,000,000 in the 
past 6 years. This fund has obviously been expended principally by 
Arthur H. Samish for purposes almost entirely unexplained. 

2. Assessing Samish for additional income in view of the fact that 
Samish admitted personally receiving, in the past 6 years, nearly 
$1,000,000 in cash from the brewers. This sum should be considered 
income to him and taxable accordingly, unless he is able to show that 
the money was expended for araeee deductible purposes. In other 
words, from the record it could be said that the money went into 
Samish’s own pocket and stopped there. 


VI. Attempt to circumvent new Federal law against shipment of slot 
machines 


During the hearing in San Francisco early in March 1951 there was 
brought into the hearing room a new contraption just shipped to 
California from Chicago. Testimony of Allen Krause showed that 
despite the very recent passage of Federal legislation prohibiting the 
interstate shipment of slot machines, at least one company, the Buckley 
Manufacturing Co. of Chicago, had already produced a machine 
which was said to be a non-coin-operated device but appeared to be 
very similar to a console slot machine and had already shipped a 
pilot model to California. Mr. Krause had ordered one of the ma- 
chines and explained that the machine would operate after the bar- 
tender or operator of the establishment had thrown a switch which 
would permit the playing of the machine. Obviously it was intended 
that any coins which changed hands would go to the bartender and 
the pay-off as indicated after the turning of the wheels would be made 
by the bartender. Thus, it was intended by the operators to argue 
that although the machine might be adapted to accomplish the same 
purpose as a slot machine, “it was not coin-operated.”’ It appears 
that the racket element has no intention of abandoning the lucrative 
slot-machine business even though recent Federal legislation has been 
designed to paralyze this illicit industry. 


SARATOGA COUNTY, N. Y. 


The testimony before this committee clearly established that 
sometime toward the end of July or beginning of August 1947, Superin- 
tendent of State Police John A. Gaffney requested a survey to be made 
of gambling in Saratoga County. This order was transmitted to In- 
spector Charles LaForge, who made the survey assisted by several 
troopers. Their findings were incorporated in a report which Inspector 
LaForge made on August 4, 1947. This report describes in detail six 
separate gambling establishments, namely, the Chicago Club, Del- 
monicos, Smith’s Interlochen, Piping Rock, Arrowhead, and New- 
man’s Lake House. Each report indicates by whom the establishment 
is operated, a description of the property, and its location, together 
with the gambling equipment observed therein. 
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A typical example of such description is the following: Club 
Arrowhead, operated by Joe Adonis of Brooklyn, Charley Manny, 
New York City, J. A. Coakley, alias O. K. Coakley, Lefty Clark, 
Detroit; description, frame building, outskirts of city, consisting of 
bar, restaurant, and casino all on first floor; gambling equipment, five 
roulette wheels, one large wheel, five card tables, two crap tables, two 
bird cages. 

All of the establishments described in the LaForge report in addition 
to having open gambling, sold food and liquor, and were all duly 
licensed by the State Liquor Authority. This LaForge report was 
forwarded by Inspector LaForge to Chief Inspector Francis S. McGar- 
vey, who prepared a condensed memorandum bearing the same date, 
August 6, 1947, covering 1% pages, listing each of the clubs. 

The LaForge report and the McGarvey memorandum were trans- 
mitted to Superintendent of State Police Gaffney on the same date, 
August 6, 1947. Up to this point police action was more than prompt. 
The report was completed and personally delivered to Gaffney with 
unusual expedition, not being permitted to go through the usual 
channels. 

Despite the great hurry to complete the report and deliver it to 
Gaffney, Gaffney testified that he merely read the report and immedi- 
ately filed it away. He only remarked to Chief Inspector McGarvey, 
who had delivered it in person that, “This looks like a sizable opera- 
tion.” He took no further action although both Chief Inspector 
McGarvey and Inspector LaForge were awaiting orders to close the 
gambling joints, an order which never came. Superintendent Gaffney 
stated that the report submitted to him through his own organization 
made him aware of the fact that there was a very substantial opera- 
tion going on in Saratoga which was run by some well-known and 
unsavory characters with national criminal reputations, such as Joe 
Adonis, Lefty Clark, and others. He further testified that the only 
reason he took no action was because he received no request from the 
local authorities to intervene and that the Governor had failed to 
give him orders to do so. 

According to Superintendent Gaffney State troopers can only take 

action in cities at the request of local authurities or at the order of the 
Governor. He based his opinion on section 97 of the executive law. 
This provision of law was read to him and it was pointed out that this 
statute grants to the State troopers the powers of peace officers any- 
where in the State. The only limitation on State police activities 
within cities is contained in the last sentence of section 97, which reads: 
but they, the State police, shall not exercise their powers within the limits of any 
city to suppress riots and disorder except by direction of the Governor, or upon 
request of the mayor of the city, with the approval of the Governor. 
Thus, the sole restriction on the activity of the State troopers within 
cities relates to the suppression of riots and disorder. This has no 
application to the subject of gambling. When this was pointed out 
to Superintendent Gaffney, he shifted his position and stated that 
State police did not intervene in cities without express order or request, 
because of policy and not because of any statute. 
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LEAVE GAMBLING IN SARATOGA ALONE, UNLESS— 


Superintendent Gaffney testified that neither he nor anybody on 
his behalf took the matter of gambling in Saratoga up with the Gov- 
ernor, or with any member of his staff. When pressed as to the cause 
of his failure to inform the Governor or his staff, Gaffney stated that 
he felt that they knew about it since, “It’s been going on for 25 years 
to my knowledge.” In this connection, it should be stated that one 
of the committee’s investigators testified that LaForge told him the 
report had been ordered by the Governor’s office and was delivered 
to the Governor’s office. LaForge denied having said this and he 
and the other members of the State police denied it to be the fact. 

When the chairman asked, “In other words, you just knew you 
just weren’t supposed to do anything about it,” Mr. Gaffney answered 
in the affirmative. He also stated that when one gets to be the super- 
intendent of the State police he is supposed to have enough savvy or 
understanding to leave gambling in Saratoga alone unless he is told 
to go in. 

Gaffney also testified that if he brought the matter to the Gov- 
ernor’s attention on his own initiative, he would be “‘out on the side- 
walk.’’ But he took the opposite position when pressed by Senator 
Tobey who asked Gaffney, ‘Well, if you saw Tom Dewey and said, 
‘This is a rotten condition, what shall I do, Mr. Governor,’ what do 
you suppose he would say.” Superintendent Gaffney answered, “Go 
in and clean it up.” These two answers are irreconcilable. 

Subsequent to the testimony of Superintendent Gaffney, this com- 
mittee received from Hon. Thomas E. Dewey, Governor of the State 
of New York, a report made to him by his counsel, Lawrence E. Walsh, 
together with a statement from the Governor himself. The report 
is a substantial whitewash of Superintendent Gaffney, going so far 
as to state, “At several points during Superintendent Gaffney’s 
examination, he was victimized by complicated questions which 
assumed facts not proven but even facts contrary to those proven.” 
Nevertheless the report concludes: 

Since September 1949 weekly inspections by the State police have completely 

eliminated organized gambling in the city of Saratoga. 
Even this conclusion is at variance with the facts. The undisputed 
testimony shows that gambling was going full blast in August 1949, 
during the racing season when the gambling houses are wide open. 
The season ends at the beginning of September. When the racing 
season of 1950 began in August of that year, the State Police closed 
down gambling. Right up to the beginning of the season, the gamblers 
made preparations to open. There was no general understanding 
that the city was closed down. The Walsh report fails to explain 
why the State police acted to prevent organized gambling during the 
racing season of 1950 but did not take any action during any prior 
years. 

It should also be noted that Superintendent Gaffney, as well as his 
subordinates, testified that all of the gambling establishments referred 
to in the LaForge report, were licensed by the State liquor authority. 
These witnesses stated that it was a ground for revocation of the 
liquor license, if gambling were permitted on licensed premises. No 
valid explanation was given for the failure of these State officials to 
report these_conditions to the liquor authority or of the failure of the 
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latter agency to take any action. Mr. Walsh’s report is also signif- 
icantly silent on this subject. 

Walter A’Hearn, one of two detectives on the Saratoga Police 
force, testified that in the 19 years he had been a member of the force, 
he never made an arrest for gambling and his general practice on 

ing into the various clubs in Saratoga was to go as far as the lobby 
But not to go into the gaming rooms. He would not go beyond the 
dining room. He also testified he never had orders to go into the 
gaming rooms, and that it was his opinion that if he had gone in he 
would have been out of a job. 

A study of this witness’ savings bank account showed the significant 
fact that in the years when gambling was permitted in Saratoga, he 
made substantial deposits at the end of the gambling season. In the 
years when there was no gambling, he made no such deposits. The 
witness testified that he and his partner earned extra income by 
escorting the cash to some of the Landi establishments from the 
bank, for which he was paid at the rate of $10 a night. For this 
purpose, a police automobile was used. This practice was carried on 
with the knowledge of Chief of Police Patrick F. Rox. It is apparent 
from the testimony in executive session of both Chief of Police Rox 
and Sheriff Hathorn, that they knew of the gambling conditions 
in Saratoga, Chief of Police Rox like Detective A’Hearn, felt that 
it was to his own best interest to take no action and to issue no 
instructions for taking of action in connection with the gambling. 
Sheriff Hathorn took a similar position. 

It is gratifying to note that on the basis of the disclosures of this 
committee, the Governor has ordered a special investigation in 
Saratoga. Despite the critical tone of Mr. Walsh’s report ‘the Gov- 
ernor’s statement is most complimentary, pointing out the “great 
positive contributions made by the Senate subcommittee * * *.” 

It is apparent to this committee that open gambling in Saratoga has 
existed for many years with the knowledge of the ‘New York State 
police and of public officials and the local politic al organizations that 
control such public officials. It is the opinion of the committee that 
these public officials and political organizations profited from the fla- 
grant disregard of criminal statutes. But what is equally disturbing 
to the committee is that these Saratoga operations contributed enor- 
mous sums to the coffers of some of the most notorious hoodlums in 
the country. 


NEW YORK CITY 
INTRODUCTION 


Public concern over organized crime was at a high point, when this 
committee held its hearings i in New York City. A Brooklyn grand 
jury was inquiring into the ramifications of a bookmaking empire that 
was reputed to have done a $20,000,000 business and to have paid 
over $1,000,000 a year to the police for protection. Grand juries in 
New York County had under consideration the misuse of firemen’s 
funds and the heartbreaking degradation of our college students 
through basketball fixes, arranged by professional gamblers. There 
was public apprehension over the increased narcotics traffic and its 
mounting toll among teen-agers. 
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In contrast to other cities visited by the committee, however, some 
of the principal law-enforcement officials in New York City were 
keenly alert to the menace of organized crime. The struggle against 
organized crime, with its deep roots in gambling, received tremendous 
impetus from the prompt and effective action of New York County 
District Attorney Frank Hogan against Frank Erickson following 
his confession of bookmaking activity before the McFarland Com- 
mittee in Washington last year. Erickson’s incarceration on a 
gambling charge was remarkable in that a top-flight gambler had 
suffered a sizable penalty for flouting the law. Hogan has been 
waging a courageous war against Costello and the crime syndicate 
formany years. Miles McDonald, district attorney of Kings County, 
deserves great credit for the tireless way in which he has been diggin 
into the operations of the Gross bookmaking empire, despite tapented 
attempts to discourage their investigations. 

Both District Attorney Hogan and District Attorney McDonald, 
and many able members of their staffs, were extremely cooperative 
with the committee in making available to it data from current and 
prior investigations. These data were of great assistance to the 
committee in its task of following the ramifications of organized 
crime in interstate commerce. 

The New York hearings were vital to the committee for a number of 
reasons. New York City, because of its size, location, dominance in 
the country, complexity of its population and governmental problems, 
is one of the major centers of organized crime. It is, in fact, the 
headquarters of the Costello-Adonis-Lansky crime syndicate which 
is in close and cordial relationship with the country’s other major 
criminal syndicate, the Accardo-Guzik-Fischetti group based on 
Chicago. The committee wished to determine what there was in the 
local situation that fostered the illegal operations of the Costello- 
Adonis-Lansky criminal syndicate in New York City as well as in 
other States. 

In its 8 days of public hearings and 3 days of private hearings in 
1951, following 2 private hearings held in 1950, the committee heard 
a total of 89 witnesses in addition to interviews and conferences with 
approximately 500 others. There were 40 at the open hearings and 
49 at the closed hearings. These witnesses included public officials, 
political leaders, law-enforcement officials, Federal officials, including 
those of the Bureau of Narcotics, the Bureau of Internal Revenue, 
the Bureau of Immigration, and others. The committee heard from 
former Mayor William O’ Dwyer; from two of his chief aides and inti- 
mate friends, Frank Bals and James F. Moran; from another former 
O’Dwyer aide, John Murtagh, who was former commissioner of 
investigation, and now chief magistrate of the city, having been 
appointed to that position by O’Dwyer. The committee heard con- 
siderable testimony concerning water-front conditions from such 
witnesses as Mr. Philip Stephens, business manager of the New York 
Daily News; Mr. Walter Hedden of the Port Authority of New York; 
and from various water-front racketeers, including Albert Anastasia, © 
who was heard at a closed hearing, and his brother Anthony, who 
was heard at the open hearings. 

District Attorney Miles McDonald and his able assistant, Julius 
Helfand, appeared to testify about police corruption in Brooklyn 
and to portray for the committee the gambling operations they had 
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uncovered and the ramifications of these operations in New Jersey 
and in other States. The chairman of the newly formed New York 
City Crime Commission, former Assistant Secretary of State Spruille 
Braden, appeared to give his views. At a later hearing in Washing- 
ton, Judge Samuel Leibowitz, who had played a prominent part in 
connection with the grand jury investigation in Brooklyn, also testi- 
fied and gave the committee the benefit of its factual knowledge and 
its views. i 

The New York hearings covered many facets, including the links 
between crime and politics, crime on the waterfront, large scale book- 
making and gambling operations, narcotics racketeering, operations 
at the Roosevelt Raceway, gambling conditions in Saratoga, and links 
between gambling in New York and New Jersey. It particularly 
stressed both the personnel and the form of the huge crime syndicate 
which is primarily directed by Costello, Adonis, and Lansky. Not all 
of these subjects were explored at the open hearings, but all of them 
were covered either at closed hearings, open hearings, or in the com- 
mittee’s investigations. Most of the subject matter, however, 
revolved around the testimony of two major witnesses, Frank ( ‘ostello 
and William O’Dwyer. Both of these witnesses were questioned on a 
wide variety of subjects bearing on organized crime and its links with 
politics with the result that practically all of the information devel- 
oped in the New York hearings could most expeditiously be related 
by reference to the testimony of these two witnesses. 


FRANK COSTELLO 


A simple point illustrates the stature of Frank Costello in New 
York City. According to Ambassador O’Dwyer, when he was an 
Army officer attached to the Air Force in 1942 with orders “to keep 
Wright Field clean,” he found it necessary to obtain some information 
from Frank Costello. Despite the obvious disinclination which the 
former prosecutor of Murder, Inc., must have had to go into the home 
of Costello, O’Dwyer did not even think of calling Costello to the 
offices of the Army Air Corps; he went to Costello’s home. The 
record is complete with evidence of persons in high political positions 
going to Costello’s home at Costello’s call. In fact, one former judge, 
during the regime of Tammany leader Hugo Rogers, as recently as 
1948, was known to be the man behind the throne. Hugo Rogers 
stated on private examination, ‘If Costello wanted me, he would send 
for me.” 


I. Costello—The legitimate businessman 


What manner of man exercises this power and has this prestige? 
Both Costello and his counsel, George Wolf, protested at the execu- 
tive and public hearings that Costello was falsely charged with being 
the leader of a national crime syndicate. They were thankful for the 
opportunity to testify so that they could dispose of the fantastically 
untrue stories about Costello. 

Costello stressed his legitimate business interests in real estate, oil, 
and other things. According to Costello, he is not a politician, but 
only a friend of politicians. His political influence goes no further 
than that of any man who has lived in one neighborhood for many 
years. He maintains an apartment in one of the most fashionable 
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buildings on the West Side of New York, has a summer home in Sands 
Point, and travels regularly to Florida, New Orleans, and Hot Springs. 
He claimed that he had no connection with bookmakers. His associa- 
tions with known racketeers were purely out of friendship and when 
he met them in other States, it was purely by chance. 

This picture of Costello as a legitimate businessman, which he and 
his counsel were trying to create, was blurred considerably by addi- 
tional testimony. His legitimate interests, it was shown, were slight, 
taking little of his time. From 1944 to 1950, he had owned a parcel 
of land and the buildings thereon at 79 Wall Street. A management 
company managed it for him. He had recently invested in a company 
making infra-red ray broilers, but until his counsel told him, he could 
not answer the committee’s question as to the characteristic feature 
of his product. While Costello testified that his counsel, Wolf, was 
his principal adviser on business interests, Costello had invested on 
the advice and casual conversation of his good friend, Frank Erickson, 
$4,000 in cash in oil, which he increased through the years to a total 
of $41,000. He admitted he didn’t know anything about the oil busi- 
ness, had made the additional investments solely by playing hunches. 
He also was an investor for a time in Consolidated Television Co., in 
which Meyer Lansky and Joe Adonis also had investments. Apart 
from real-estate investments, Costello admitted, his last previous 
legitimate business had been a company manufacturing chocolate- 
covered ice-cream sticks in 1920. Before that, he had had other real- 
estate ventures, had manufactured kewpie dolls as punchboard prizes, 
and, prior to his arrest and incarceration on a charge of carrying a 
gun, had been employed in a piano factory. 

On detailed examination of Costello, it became perfectly apparent 
that his legitimate business consisted of a very few investments about 
which, on examination, he had practically no knowledge himself and 
which required practically no time or attention from him. The char- 
acterization which he gave himself as being a legitimate businessman 
simply cannot be sustained. 


IT. Illegal activities of Costello 


Costello’s illegal enterprises were neither so quickly ascertained nor 
so easily described. He admitted a present 20-percent interest in the 
Beverly Club from which he received first $1,000 and more recently 
$1,500 a month for acting as a good-will agent and talent scout. The 
Beverly Club has one of the most elaborate gambling casinos in the 
New Sede area, operating all kinds of gaming souleen in clear 
violation of Louisiana law. With some reluctance, Costello also ad- 
mitted to an interest in the Piping Rock Casino in Saratoga in 1943, but 
he claimed that he was not personally responsible for this operation, 
sharing only in the profits because he financed a man who was in- 
terested in it. A letter from Meyer Lansky to his accountant, 
however, indicates that Costello had. an outright 30-percent interest 
in the casino and that Meyer’s brother Jack and Joe Adonis also shared 
in it. 

Costello was in the slot machine business in the early thirties in 
New York City. He admitted that it was in partiatship with his 


present New Orleans partner, Phil Kastel. Mayor Fiorello LaGuardia 
put him out of business in New York City. In the mid-thirties, the 
late Huey Long invited him and his slot-machine business into Loui- 


ner tA Reha 





ORGANIZED CRIME IN INTERSTATE COMMERCE 113 


siana, intending, Costello stated, to legalize them and tax them for 
various State enterprises. Before he saw Long again, Costello said, 
Long was assassinated and the plan failed of accomplishment. But 
Costello’s illegal slot-machine business remained under the manage- 
ment of Phil Kastel and flourished. Costello admitted that his 
income from this slot-machine operation was over $70,000 in 1946. 
Costello insisted that he left the active management of the slot- 
machine business wholly to Kastel since the time of the survey made 
at Long’s request. Legally made telephone taps in 1943, raised 
considerable doubt as to this contention. They show Costello giving 
specific orders with respect to the purchase price and makes of ma- 
chines. Costello, moreover, visited New Orleans every year for 
about 30 days. However, he denied that his annual visits to New 
Orleans were in connection with the slot machines or Beverly Club 
business. He denied that Kastel or the Louisiana businesses in 
which he was interested paid his expenses. While the hotel bill was 
listed in Kastel’s name, Costello said he always reimbursed him. 

Costello’s testimony that he left the management of the slot machine 
business to Kastel, and that he had nothing to do with purchasing 
machines was manifestly untrue. It should be examined to see 
whether it is actually perjurious. 


111. Costello and bookmaking 


That Costello had been involved in the bookmaking business at 
one time was apparent from the fact that in 1943 he testified that he 
took bets on commission, handing them over to other bookmakers 
and receiving 5 percent of the total bet during the 1920’s. 

To this committee as to the Senate Committee on Interstate and 
Foreign Commerce, headed by Senator Ernest W. McFarland, a year 
ago, Costello wanted it known that he had no connection with book- 
makers and had had none for 15 years or more. His own and other 
testimony make it difficult for the committee to accept this contention. 
Apart from the former mayor’s statement that at the time he sought 
Costello out in 1942, he knew him by reputation as an outstanding 
bookmaker, there were two episodes which indicated that Costello’s 
relationships to bookmakers were a great deal closer than that of the 
average bettor. George Morton Levy, attorney for the Roosevelt 
Raceway with an extensive financial interest in the track himself, 
testified that for 4 years ending in 1949, he had paid Costello $15,000 
annually, out of his own personal funds, to have Costello keep bookies 
away from the track. The arrangement started in 1946, Mr. Levy 
testified, when the racing commissioner, Mr. Benjamin Downing, 
said that if the track were not cleared of bookies, its license would 
be withdrawn. To satisfy Downing, Levy called Costello and asked 
his assistance. Costello stated that he told Levy he didn’t think 
he could do anything, but he would talk around at the bars—at the 
Waldorf, Gallagher’s, Moore’s, etc. Complaints stopped at once, 
Levy testified. Downing was satisfied, and a year later, Levy in- 
sisted on giving Costello payment for his service, although Costello 
assured him he hadn’t done a thing and didn’t want payment. But 
$60,000 was paid over and received, the last payment being made 
more than a year after Downing’s death. Levy stopped payments 
when the Bureau of Internal Revenue refused to allow him to deduct 
them as a business expense. Both Costello and Levy testified that 
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before 1946 Levy never consulted Costello about his trotting track 
affairs. On cross-examination, Levy stated that the private race- 
track police apparently could not satisfy Commissioner Downing. 
He pointed out that the private race-track police were not Pinkertons, 
but asserted that he did not have and never had had any personal 
objection to the Pinkerton men at the track. 

Both the testimony of Levy and that of Costello is seriously contra- 
dicted by a telephone conversation between Costello and Levy. The 
telephone call made in 1943 was intercepted by agents in District 
Attorney Hogan’s office pursuant to a legal authorization for wire tap- 
ping. 

The conversation reads as follows: 

Levy. ‘“‘Hello, Frank. This is George Levy. I tried to get you yesterday. Can 
you be up there today?”’ 

CostTE.vo. “I don’t think so. Any day you can, give me a ring.” 


Levy. ‘“‘Have you got a minute, Frank?” 

CosTEe.io. “Sure.” 

Levy. “In Downey’s, or Dewey’s presence, we were told not te have Mahoney 
or Walger, but to have Pinkertons. Pinkerton sent us a contract and it is the 
god-damnedest thing you ever saw. They can refuse to let in anyone that they 
choose. John Rogus is all steamed up. Yesterday, we had a meeting in Mineola 
and Downing said he could see no reason for convicting a man without a fair trial. 
I called Empire City for a conference with O’Brien and asked him if we could get 
our own agency. O’Brien turned it down. So you see, Frank, all Bleakley would 
have to do is call in the local police and he could stop the meet. We did not think 
we would open today. We saved the thing by putting in a 24-hour cancellation 
clause—which I see is in there. If we could cae get O’Brien to budge an inch. 
We can’t jeopardize the bookmakers. They are just as liable to arrest President 
Roosevelt’s wife for prostitution, as not. It’s like holding up a gun against you. 
They may have enough pride to step out.” 

CostTELLo. “If they make any errors, you are subject to a suit.”’ 

Levy. “‘As boss, you should be able to tell them. The way it stands now you 
better tell George. As for Pete, he does not want to go into the pari-mutuel 
department. I will have to create something for him.” 

“T can’t play golf Sunday. I ran a pencil into my hand, and I can’t hold a 
club. Dunnigan stood up swell. ~All three did.” 

Coste..o. “I will probably see you Sunday. We can sit on your front lawn 


and cut up your business.” 

Both Costello and Levy had previously, when confronted with 
this testimony, denied that Costello had ever recommended any of 
bis friends or relatives for positions on the track, but on being con- 
fronted with this telephone conversation, both recalled that one Pete, 
who called Costello, “Uncle Frank,” had been given a job at the track 
at Levy’s request. 

Both Levy and Costello claimed that the conversation was im- 
possible and that there would be no reason for keeping the bookmakers 
off the track, but on a previous occasion, when testifying before the 
grand jury of New York County in 1943, Costello said that there 
would be every reason to assure that the bookmakers could stay on 
the track. Costello testified that the telephone conversation might be 
explained because it was necessary to have bookmakers on the track 
in order to keep the large bettors from upsetting the odds on the 
pari-mutuel machines. 

Levy’s explanation of the above conversation is in effect that 
the Pinkertons did not want to allow Costello to attend the opening 
of the Yonker’s track, and that he was explaining this to Costello. 
A simple reading of the telephone conversation in connection with 
Levy’s later cuplanbiion is determinative of this question. 
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The ‘“‘George”’ referred to in this conversation was unquestionably 
George Uffner who has had close connections with Costello. He was 
a known bookmaker for years though Costello denied knowing this 
fact. When the committee asked why the telephone at Costello’s 
Sands Point home was in Uffner’s name, Costello explained that 
when he bought the place he could not obtain a phone unless he 
could persuade a friend to give his up. Uffner obliged him by giving 
Costello his phone. The testimony of both Costello and Levy is not 
only highly improbable, but inconsistent with the 1943 wire tap and 
with Costello’s explanation of it to the grand jury in 1943. The 
question remains one for the prosecuting authorities whether perjury 
has been committed. 


IV. Costello and liquor 


Costello has frequently admitted having been a bootlegger during 
prohibition days. In his testimony, in the appeal proceedings in 
1933, he stated under oath that he had been in this business in the 
early 1920’s, prior to 1925, and he so stated also in sworn testimony 
before the New York State Liquor Authority given in 1947. 

The precise date of Costello’s bootlegging activities is important 
because in 1925, he took an oath of allegiance to the United States in 
connection with receiving his final citizenship. At that time, he 
swore to upholding the laws of the United States. Since he admitted 
that thereafter he engaged in bootlegging, it would appear that his 
oath was false. In fact, he engaged in bootlegging before 1925 as well. 

There is ample evidence in the files of the Immigration authorities 
to correlate Costello’s admission that he was in fact in the bootlegging 
business prior to 1925. In fact, Costello was indicted for bootlegging 
together with Bill Dwyer, the bootlegger king, and 61 other persons 
in December of 1925, but this indictment was dismissed against 
Costello after many of the others were tried and convicted. 

Further evidence that Costello was active in the bootlegging business 
at the time he received his citizenship appears on his application for 
citizenship in which he gave the names of two character witnesses as 
sponsoring citizens, who were in fact at that time engaged in the 
bootlegging business with him. Before this committee, Costello 
vigorously denied that his two sponsors were in the bootlegging 
business with him, particularly since they were described in the 
citizenship application as being in the real-estate business. Under 
cross-examination, Costello insisted that one of these witnesses, Harry 
Sausser, had never been known to him as a bootlegger, but only as a 
legitimate real-estate man. At this point, Costello was confronted 
with his testimony in 1947 before the New York State Liquor Author- 
ity in which he stated that one Harry Sausser was the person through 
whante he arranged the importation of liquor from Canada. Costello 
admitted to fraud by asserting under oath that he had never arranged 
for bringing of liquor in from Canada despite the fact that he admitted 
to this activity, not only to the New York State Liquor Authority, but 
also before the New York State grand jury. Finally, he admitted that 
a Harry Sausser had been in the bootlegging business with him. At 
this point, he asserted that he knew two or possibly three Harry 
Saussers, and that the Harry Sausser who was in the bootlegging 
business with him was a wholly different person from the Harry 
Sausser who he knew to be a legitimate real-estate man and who had 
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been his sponsor in the citizenship application. At the hearing, 
Senator Tobey appropriately referred to this story as “the tale of the 
flying saucers.” 

Little credibility can be attached to Costello’s contentions, par- 
ticularly in view of the circumstances under which the admissions 
were wrested from him after repeated self-contradictory stories. In 
fact, Costello testified that he understood the legitimate Sausser to be 
a railroad man and not even to be in the real-estate business as ap- 
peared on the naturalization application. 

Costello’s testimony concerning his relations with Johnny Torrio, 
Capone’s predecessor in Chicago, was an equally contradictory story. 
He testified before this committee that he had met Johnny Torro 
once or twice and knew his reputation only through the newspapers 
and did not have any dealings with him. When he was confronted 
with his testimony before a Federal Treasury agent in 1938, that at 
the request of Irving Haim, he contacted Torrio and had at least 
two conversations with Torrio about the sale of a large liquor company 
which Torrio owned. He retreated to the position that he just did 
not remember what his testimony might have been. On two occa- 
sions, subsequent to 1938 and prior to his testimony before this com- 
mittee, he had been asked about his relationships with Johnny Torrio, 
and on both of these occasions, he denied under oath that he knew 
Torrio at all. These were the grand jury Aurelio disbarment proceed- 
ings in 1943 and testimony before the State liquor authority in 1947. 

It might here be stated parenthetically that Costello’s answers with 
relation to Torrio are typical of his answers with relation to practically 
every other matter. He admits as much as he thinks he has to and 
does not hesitate to change his story to suit the occasion. 

Another transaction involving the liquor business and Costello in 
the late thirties engaged the attention of the committee. In the 
spring of 1938, as Costello admitted, he endorsed a note of a Mr. 
William Helis for $325,000 so that Helis, Kastel, and Haim could 
buy out the English liquor company, Whitely Distributors, for which 
Haim, at the time, was the American distributor and Kastel the 
good-will man. Costello insisted he backed the note out of pure 
friendship. In executive session, he had not mentioned the simul- 
taneous negotiations that Haim and Kastel were conducting to have 
Costello take over as American good-will man, an operation which 
would have given Costello at least $30,000 a year and $25,000 in 
expenses, to act as promoter for the products of this company. The 
deal fell through, Costello stated, because of the objections of the 
attorney for Helis to the Costello connection. Costello insisted to 
the committee that thereafter he had no further interest in Whitely 
Distributors, even though Haim and Helis did eventually buy the 
concern. If he told a Federal agent in 1938 that he had an interest 
in Whitely, he might have been “optimistic,’’ Costello explained. 
He denied that he ever received any money or income from Whitely. 
He couldn’t recall a telephone conversation in which, early in a 
morning in June of 1943, he had called his wife to tell her that an 
envelope would come from Irving Haim at 5 o’clock, that if she were 
not planning to be home he would have to make other arrangements, 
and that she knew where to put it. He denied flatly that it could 
have been money. Confronted with the fact that two of his friends, 
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Judge Aurelio and Abe Rosenthal, Aurelio’s district leader, had 
testified in 1943 that Costello told them when they were in his house 
that the liquor he was serving was one in which he had an interest, 
Costello said that he must have been boasting or that what he meant 
was he had an interest in Kastel who had an interest in the business. 
Committee counsel pointed out that Kastel had left the business in 
1940. Confronted with the fact that in applying for the lease on his 
present apartment, Costello had put himself down as general manager 
of the distributing company for Whitely, Costello said he was anxious 
for a place to live and his statement was just a white lie. Asked why 
Sam Haas, an attorney in hiding from a subpena in connection with 
gambling operations in Ohio, would have had Costello down in his 
telephone book as available at the office of this liquor company, 
Costello said that maybe he told him he could get him there through 
Kastel. He could not remember the telephone calls to him there 
from Haas, of which the committee had evidence. 

All of the above reeks of perjury and it should be carefully examined 
by the United States Attorney to see if the crime of perjury, as tech- 
nically defined, was committed by Costello. 


V. Costello’s naturalization 


Costello was naturalized in 1925. In the last section, reference 
was made to apparently untrue statements in his application for 
naturalization and to his patently false oath to uphold the constitution 
and laws of the United States taken when he became a citizen. 

In addition, Costello admitted under examination by the committee 
that in his application for citizenship, he failed to reveal that he had 
used alias ““Frank Severio” because had he done so, the Immigration 
authorities would have learned that he had been convicted of illegal 
possession of a gun under this name, and it was his understanding that 
his citizenship application would have been delayed. He admitted 
having revealed in his citizenship application other aliases which were 
innocuous because he had not been convicted of crime under these 
names. 

The committee understands that the New York office of the Bureau 
of Immigration and Naturalization at least once recommended the 
revocation of Costello’s naturalization because of fraud. The com- 
mittee heartily agrees with this recommendation and urges that prompt 
attention be given to this matter. Costello has also admitted that, 
since becoming a citizen, he has engaged in illegal bootlegging and 
illegal slot machine and gambling operations. 'The committee believes 
that he is an outstanding gambling operator. There is no question 
that he has been a strong and evil influence on New York politics. 
On the other hand, by his own admission, he has never taken the 
trouble to exercise his duty as a citizen to cast a vote in an election. 

The question of whether or not Costello could or should be deported 
after his naturalization has been revoked is open to some question. 
It is probable that under existing laws, he could not be deported as 
his record now stands, but there is every reason to believe that if he 
is convicted for perjury he has committed before this committee, and 
if he is convicted for his present illegal gambling activities in the 
State of Louisiana, that he will probably be subject to deportation. 
This matter requires careful study and aggressive action. 





118 ORGANIZED CRIME IN INTERSTATE COMMERCE 


VI. The ‘net worth” of Costello 


When Senator Tobey asked O’Dwyer what he considered the basis 
of Costello’s appeal to politicians, O’ Dwyer replied, ‘It doesn’t matter 
whether it is a banker, a businessman, or a gangster, his pocketbook 
is always attractive.’ The committee made strenuous efforts to find 
out what was in Costello’s pocketbook. In executive session, his 
counsel had promised to produce a statement of net worth within 2 
weeks. This was in the form of a stipulation made in Costello’s 
presence and with his consent. At the open hearings he refused it 
on the grounds that the interim report of the committee was so 
prejudicial to the witness as to make any reply to the question of net 
worth incriminatory. On this point as on others, after considerable 
questioning and continued refusals to answer, Costello has been cited 
for contempt. 

The committee brought out whatever indications of his wealth it 
could find. His affluent mode of living has already been mentioned. 
He had made oil investments of over $40,000. He made a profit of 
approximately $119,000 on his sale of 79 Wall Street in 1950. His 
wife owned the house at Sands Point purchased 7 years ago for about 
$30,000. She owned a few lots in Florida valued at $7,500. In 1949, 
Costello had reported an income of some $16,000 in bets out of a 
total reported of $29,000. His receipt of $60,000 from Levy has 
already been commented upon. Costello admitted to having in a 
strong box in his home some $40,000 in cash; and another $5,000 in 
cash secreted in his summer place. He had bank accounts of about 
$100,000. His annual income from the Louisiana Mint Co. had run 
around $70,000 a year. That his name was acceptable on a note of 
$325,000 in 1938 was an indication that he was held to be a man of 
wealtheventhen. Hereceives an apparently unearned monthly salary 
of $1,000{or $1,500 from the Beverly Club. The $27,000 he had lost in 
a taxicab a few years ago, he stated, represented the return of moneys 
Kastel owed him, plus a loan in cash of $15,000 from his brother-in- 
law which he might have needed for a real-estate deal. Costello 
explained that this money was taken in cash because he might not 
have been able to get a check cashed quickly, although he had $100,000 
in the bank. Costello admitted that he now owes Erickson, the big 
bookmaker, $30,000. He also had borrowed $50,000 in two install- 
ments from Erickson at about the time he purchased the 79 Wall 
Street parcel for $55,000 cash over the $250,000 mortgage. He denied 
knowing whether or not this loan from Erickson had anything to 
do with Erickson’s borrowing at about the same time $100,000 from 
a Mr. Gallagher, president of the Pennsylvania Exchange Bank, an 
acquaintance of his of many years. The committee received no 
satisfactory reply to the question why he borrowed so much money 
from Erickson at a time when he seemed to have ample funds of his 
own and when he disclaimed any interest in Erickson’s operations. 
Costello’s only reply was he did not want to leave himself short. 
VII. Costello’s relations with gangsters and racketeers 

The New York syndicate is headed by Frank Costello, Meyer 
Lansky, and Joe Adonis. Willie Moretti and others, including Abner 
(“Longie’’) Zwillman, Vito Genovese, and Joseph Profaci figure in 
the picture. Others might be mentioned with these, but the recital] 
of additional names would add little to the outline, 
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The one most important exception is Charley ‘Lucky’ Luciano, 
who together with Costello succeeded to the leadership of the New 
York gang during the prohibition era. Luciano was convicted during 
the 1930’s by present Governor, Thomas E. Dewey, but while in 
— apparently continued to maintain his contac ts with the mob. 

leyer Lansky, in particular, worked to effect Luciano’s release on 
parole which took place in 1946. The parole itself has been subject 
to much question, having originally been primarily justified in the 
public eyes by assertions that Luciano had rendered unusually valu- 
able service to this country during the war. On an investigation by 
this committee, it appeared that Meyer Lansky had arranged for the 
transmission of certain information from Luciano to the Intelligence 
Service of the United States Navy. There was no evaluation of this 
information whatsoever. One Charles R. Haffenden, who wrote a 
letter supporting the parole and stating that the services were of 
great value, testified before the committee that he had no knowledge 
at all as to the value of the services, but that he had written a letter 
while in a hospital recuperating from war wounds and had simply 
attempted to be generous at the request of Luciano’s counsel. It 
now appears that the parole must be justified on some basis other 
than that of Luciano’s contribution to the war effort. 

On Luciano’s release from prison, Lansky and Costello went to Ellis 
Island to say good-by tohim. They were alone with him for at least 
a half hour. a years later, when Luciano managed to enter Cuba, 
Costello met him there; Lansky actually went to Italy and saw Luci- 
ano in that country. Luciano was visited by practically every top 
hoodlum while he was in Cuba. 

Moreover, the night before Luciano sailed, while he was still being 
held under guard for deportation, his friends were permitted to come 
aboard and hold a party for him bringing with them tubs of food and 
wines. Although the Immigration guards remained at a discreet dis- 
tance while the party was in progress, the Immigration authorities 
were never able thereafter to prove that such a party had been held, 
and in fact, their records show that no party was held. Since then, 
the committee has obtained evidence satisfactory to itself that there 
was such a party and that the boat was protected during this period 
by a group of longshoremen who refused to let outsiders, nade 
newspapermen, aboard. 

Costello, Lansky, and Adonis were in the television business to- 
gether in 1949. They are all admittedly close friends. They were 
all in the Piping Rock Casino together in 1933. Lansky and Adonis 
were in the gambling business together in the Colonial Inn in Florida, 
and Lansky and Costello were partners in the Beverly Club in New 
Orleans. As recently as the summer of 1950, Adonis spent several 
weeks at Hot Springs with Ed McGrath, a notorious water-front rack- 
eteer, occupying the same suite. McGrath is the brother-in-law of 
James “Cock Eye” Dunn, who was recently electrocuted for a water- 
front murder. Shortly before Dunn’s apprehension for this murder, 
he vacationed in Miami with Lansky. Anastasia, who was the head 
of the enforcement division of Murder, Inc., was stated by William 
O’Dwyer to have been an underling of Adonis. Albert Anastasia, 
and his brother Anthony, are leading powers on the water front, and 
Albert Anastasia has moved into a mansion located only five blocks 
from Adonis’s home in New Jersey. These interrelationships will 
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give some idea of the close ties between the various members of the 
New York mob in the various rackets. 

With men of known criminal and racketeering records, Costello had 
close business and personal relationships. Frank Erickson was a 
close friend. He was a third member of the golf foursome in which 
Costello and Levy played regularly. The fourth was an internal rev- 
enue agent who now enjoys a $4,000 annual income on a $200 invest- 
ment in the raceway in which Levy was interested. Erickson ad- 
mitted they played once a week up to the time of his conviction. 
While most of his legitimate business deals were through his counsel, 
George Wolf, Costello admitted that his oil investments were made 
on the casual invitation of Erickson. When Costello needed large 
sums of money, he borrowed from Erickson. 

Costello’s relationship to Willie Moretti, one of New Jersey’s 
gambling overlords, seems to the committee to be that of boss and 
follower although Costello denied they were anything but close 
intimate friends of such long standing that he was godfather to 
Moretti’s oldest child. A series of telephone conversations to and 
about Moretti indicates much more than a purely social relationship. 
According to grand-jury testimony, Moretti called Costello 130 times 
in 5 months ending in 1943. When Moretti became ill, began to have 
hallucinations and talk too much, Costello admitted he might have 
suggested as a friend that he go away. That Moretti called him 
“Chief” when he telephoned, was nothing, Costello said; they called 
each other that. But the committee had no record of. any calls in 
which Costello called Moretti “Chief.” In one conversation, Cos- 
tello reported to a friend, “I will keep him out there at least a month 
more.’”’ When Moretti’s brother Solly called to say Willie wanted to 
come home to take his wife to a doctor, Costello replied that he had 
to stay out there. Costello called a doctor to ask him to telephone 
Moretti in California and see what he thought of his conversation 
and let him know. 

Meyer Lansky had an interest in the Beverly Club when it first 
opened; his brother Jack was a partner of Costello’s in the Louisiana 
Mint Co. in New Orleans and in the Piping Rock Casino in Saratoga 
Springs. Before the committee in Washington, Longie Zwillman 
confirmed Costello’s testimony that they knew each other very well. 
Costello admitted that Jerry Catena, another New Jersey gambler 
associate of Moretti, had been with him in New Orleans and Habana 
on a visit. Joe Adonis, Costello stated, was a very good friend of 
his. ‘‘Socks’’ Lanza, another notorious New York racketeer, had 
visited his home. Costello had told a 1943 grand jury that Lucky 
Luciano was an acquaintance. He admitted to the committee that 
he knew Luciano very well. He went with Luciano’s attorney, Mr. 
Polakoff, and with Meyer Lansky to see him off, on the day of his 
deportation in 1946. Another witness, George White, narcotics 
agent, stated that in their company at the time was Albert Anastasia. 
Costello also admitted that he saw Luciano about a year later in 
Havana. 

His out-of-town acquaintanceship and relations with gangsters 
and racketeers was equally extensive. Costello maintained that he 
did not know that Carlos Marcello, one of the worst criminals in the 
country, was in the Beverly Club partnership until after the club 
opened. The articles of incorporation of this club, however, showed 
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that Marcello was not only one of the incorporators but was also the 
registered agent for the club. Kastel himself, as Costello finally ad- 
mitted, had a criminal record for stock fraud. Bugsy Siegel, Costello 
said, he knew from New York. He knew the two Fischettis, Tony 
Accardo, and Jacob Guzik, of the Chicago mob, but denied any busi- 
ness dealings with them. He knew Tony Gizzo, characterized as the 
traveling secretary of the Kansas mob, but none of the other members. 
He had spent time with Arthur Samish of California in Hot Springs; 
their meetings were by chance. It was just accident that he knew 
all these people, Costello told the committee. Many of these gang- 
sters and racketeers were in Florida at the same time as Costello last 
year. Costello denied having seen any of them except Moretti and 
a New Jersey gangster named Nick Delmore. He denied there was 
a convention there, and branded as ridiculous the statement that 
there was a convention in Atlantic City at which the territory for 
gambling throughout the United States was divided up. 


VIII. Costello’s influence in politics 


Questioning revealed that Costello is now friendly with many Demo- 
cratic district leaders in New York City. He stated that he knows the 
leader of Tammany, Carmine DeSapio, very well. Of the 16 districts 
in Manhattan, Costello knows, with varying degrees of intimacy, lead- 
ers, coleaders, or both, in at least 10 districts. Some like Sam Cantor 
and Frank Mancuso he had known over a period of 30 years or more; 
they were intimate friends who came to his home for dinner. In 
another district, the leader was Louis De Salvio, not only a friend but 
the son of a former leader and long-time friend, the late Jimmie 
Kelly, and the brother-in-law of Little Augie Pisano, a well-known 
mobster. Another acquaintance of 4 or 5 years was the leader of the 
second district, Vincent Viggiano, cousin of “Socks’’ Lanza, the fish- 
pier extortionist, and cousin of the former leader, Dr. Paul Sarubbi. 
Al Toplitz, until recently both a district leader and chief clerk of the 
board of elections, had been, like Cantor, a guest of Costello’s at his 
home for Thanksgiving dinner in 1950, and was an old friend. One 
of his predecessors in the board of elections, Abe Rosenthal, had like- 
wise been a good friend of Costello’s. Mancuso, in addition to being 
a district leader, had held an executive position in Tammany Hall. 

While James Moran testified that he met Costello only casually, 
bumping into him here and there by accident, Costello characterized 
him as a friend, intimate enough to drop in to see him for cocktails. 
Irving Sherman, Costello testified, he saw with great frequency. He 
knew that Sherman worked for O’ Dwyer’s election. 

Asked what was the basis of his ability to influence these politicians 
Costello said it was hard to explain. He thought it stemmed from the 
fact that he had lived all his life in Manhattan. ‘I know them, know 
them well, and maybe they got a little confidence in me.”’ He had 
never voted, Costello testified, never made a political contribution; 
never belonged to any political organization. He denied that his in- 
fluence was based on fear; that he was in a position one way or another 
to defeat a candidate in the primaries. Nor would his help be enough 
to elect anyone. He disclaimed any modesty; he was simply not a 
politician, just a friend of some politicians. 

Costello denied that he had had any part in defeating Paddy 
Sullivan in a primary campaign. He had asked Sullivan’s support 
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in 1942, when he tried to put over Fay as leader, and Sullivan had 
refused to commit himself on the ground that he did not wish to 
support anyone who had the support of Neal, one of the leaders close 
to Costello. Some time later, Sullivan was defeated in a primary 
fight. Costello would not deny that he might have offered to help 
Sullivan in his primary campaign in return for his support, but denied 
any share in Sullivan’s defeat. 

Costello reached the height of his power in New York politics in 
1942 when he unquestionably had complete domination over Tam- 
many Hall. At that time, Costello supported Kennedy for leader of 
the hall. Kennedy was Costello’s second choice as Costello originally 
favored Neal’s candidate, Fay. However, Costello and Neal decided 
that they could not bring about Fay’s election, and then Costello 
brought Kennedy into the picture. Without Costello’s support, 
Kennedy would not have had a chance, Costello being able to control 
the votes of Abe Rosenthal, Dr. Sarubbi, Jimmy Kelly, and Neal 
and being able to influence the votes of several others, provided a 
nucleus which he was able to use to bring about Kennedy’s election. 
Costello admitted that Kennedy “might be obligated to him.” The 
fact is that Kennedy was Costello’s man. 

So close was the relationship between Costello and Kennedy that 
when Dr. Sarubbi and Abe Rosenthal sought to bring about the nomi- 
nation of Thomas Aurelio for the supreme court, they went to Costello 
rather than to Kennedy. Costello asked Kennedy to support the 
nomination and Kennedy agreed. In the following months, Aurelio’s 
supporters among the leaders at least twice felt that Kennedy might 
weaken in his determination and swing his support to another candi- 
date. Both times they called upon Costello for help. Both times 
Costello went to Kennedy and reminded him of his promise. On 
one occasion, he said to Kennedy: 

My word is as good as my bond. You gave me acommitment. Are you a 
man or & mouse? 

Aurelio received the nomination and was reelected to the supreme 
court. 

It is well known that Aurelio telephoned Costello to thank him and 
pledged his undying loyalty. It is equally well known that the dis- 
trict attorney of New York County, Frank Hogan, at that time had 
a legal wire tap on Costello’s phone. As a result, Hogan was able to 
conduct a very extensive grand jury investigation, and also conducted 
disbarment proceedings against Aurelio which resulted in findings in 
Aurelio’s favor. The testimony in these proceedings and the wire 
taps themselves were extremely helpful to the committee. The wire 
taps in particular gave a vivid picture of Frank Costello as a political 
boss and an underworld emperor. They reveal him as a busy man 
conducting his affairs on the telephone from 8 to 10 in the morning, 
talking to people all over the country about business relating primarily 
to slot machines and numerous other matters in which the conversa- 
tion reeks of criminality. They reveal him as a king maker who 
received calls not only from Judge Aurelio, but also from Judge 
Savarese, from Loscalso, whom O’Dwyer later appointed a judge, 
and a large assortment of other political figures. All showed the 
utmost deference for the ruler. 

When Costello finished his telephoning, he leisurely went to the 
barber shop at the Waldorf-Astoria Hotel where those in the know 
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could meet him and arrange their business. Then he would proceed 
to lunch at one or another of the large hotels. In the afternoon, if 
he did not play golf, he would eventually go to the bar at the Copaca- 
bana night club, at the Waldorf, at the Hotel Madison, or some other 
expensive place. There he would meet those who had been told they 
could find him. After the Copacabana night club was opened, 
arrangements to meet Costello at one or another of these places, 
would be made by phoning the Copacabana where one of the em- 
ployees was kept informed of such matters and was able to advise 
the proper people. 

A typical example of Costello’s excellent arrangements along these 
lines was a little dinner arranged with Judge Aurelio who informed 
him that Kennedy had definitely committed himself. Aurelio and 
Rosenthal were to proceed to dinner and to meet Costello there, but 
first Costello arranged to meet Kennedy and some of the leaders at 
a nearby bar. With everything settled, Costello proceeded to his 
dinner date to tell the news to Aurelio. He graciously remarked that 
he would like to know Aurelio better and would be willing to have 
him to dinner at his apartment. 

When Kennedy decided that Dr. Sarubbi was becoming too ill to 
handle his duties as a leader, he asked Costello to talk to Sarubbi. 
When Sarubbi wanted his son-in-law appointed to the bench, which 
later occurred, he apparently talked to Costello about it because 
Costello remarked on one telephone call that Sarubbi wanted his 
son-in-law made a judge. When Loscalzo was an up and coming 
assistant district attorney in Queens, he took a trip out to Costello’s 
golf club in order to meet Costello in the hope that Costello would put 
a good word in for him with Kennedy. 

Costello’s influence certainly did not end when Kennedy left the 
leadership of Tammany Hall. He has testified that he was on very 
friendly terms with James Moran, Costello’s close friend and appointee, 
and that he was on very intimate terms with Irving Sherman. During 
the Tammany leadership of Hugo Rogers, Costello again rode very 
high. Despite Costello’s assertion that the Aurelio revelations drove 
him out of politics, the fact remains that Hugo Rogers came to 
Costello’s home for breakfast after the election of 1945. Costello 
testified that they did not talk politics, but when Rogers was leader of 
Tammany, as recently as 1948, Frank Mancuso was admittedly the 
man to see in order to accomplish anything with Rogers. Costello 
did not hesitate to admit that Frank Mancuso was his very intimate 
friend. During the Roger’s regime at Tammany Hall, four members 
of the Tammany steering committee were all very good friends of 
Costello; Mancuso, Harry Brickman, Sidney Moses, and DeSapio. 

Costello told the committee that after the public furor over the 
Aurelio revelations, he absolutely divorced himself from any partici- 
pation in politics. If he meets his political friends, they talk and have 
a drink but if the talk goes to politics, Costello said, he pays no atten- 
tion. While he admitted that district leaders usually talk politics 
when they get together, ‘With me they sort of curb their conversation 
because they know I am against it, 1 don’t want to hear about it no 
more, since 1943.” 

That was his explanation for having heard nothing from Irving 
Sherman about his assistance to O’Dwyer from 1943 to 1945 except 
that he was for him. Even if he did invite Hugo Rogers to his house 
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for breakfast after Rogers’ election in 1945, Costello was sure they 
didn’t talk politics. Nor was there any politics at his Thanksgiving 
Day gathering last year when two of his guests were a leader from the 
Harlem district and the former chief clerk of the board of elections, 
now in the corporation counsel’s office. 

He denied having said a kind word for Loscalzo whom 0’ Dwyer 
later appointed judge, although he admitted that Loscalzo had come 
all the way out to a golf course to see him and ask him to put in a 
good word and introduce him to Kennedy. Nor had he had any- 
thing to do with proposing Louis Valente as candidate for surrogate. 
The luncheon which he attended with Mancuso, Generoso Pope, Sr. 
DeSapio, and Judge Valente was to plan their part in a charity drive in 
which Pope was interested. But Costello couldn’t remember what 
the charity was. The drive had never taken place; nor could Costello 
remember what part he was supposed to have taken in it, or what 
assignments the other political leaders had. Driven to admitting 
that this was contrary to his executive session testimony, Costello 
finally would not deny specifically that the subject of the Valente 
candidacy had ever come up. He simply couldn’t remember. Nor 
would Costello admit that he had ever said a kind word for Judge 
Lupiano, a son-in-law of his friend, the late Dr. Sarubbi. He con- 
ceded that he might have said over the telephone that he thought 
maybe Sarubbi wanted to make a judge out of him. 

hat Costello’s influence has continued down to the present day 
was the impression of Charles Lipsky, a friend of O’Dwyer, who 
testified that when O’Dwyer said he would not run in 1949, he got 
Sherman to take him out to see Costello in an attempt to win Costello’s 
support for his candidate for mayor. The following year when 
O’Dwyer resigned and there was to be a special election, Lipsky 
stated, he tried to get Adonis to see Costello on the same errand. 

It is apparent to the committee that despite Costello’s protestations, 
his sinister influence is still strong in the councils of the Democratic 
Party organization of New York County. 


THE TESTIMONY OF WILLIAM O’DWYER 


I. His career and views on crime 


In an hour-long statement Ambassador O’Dwyer outlined for the 
committee his qualifications for speaking as an expert on the matters 
under the committee’s consideration. He testified that he had been 
a member of the New York City police force from 1917 to 1924—the 
years of upheaval and the serious problems of prohibition following 
the First World War. Before 1917, Mr. O’Dwyer stated, crime was 
localized and without honor. But the disrespect for law which pro- 
hibition created, made criminals acceptable to many people and, 
therefore, respectable. The lush living the bootleggers enjoyed as 
the result of their illicit liquor traffic, made them enviable, especially 
in the slum districts from which they recruited their helpers. Even 
the Nation-wide syndication of crime as we know it today, Mr. 
O’Dwyer traced to the exigencies of the liquor traffic. Every boot- 
legger who took a load of liquor from one place to another, was in 
danger of hijacking by another bootlegger. They organized armed 
gangs to protect their trucks. Rather than shoot each other up, they 
soon formed alliances. Necessarily, these were wholly in the hands 
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of law violators. But thereJhad to be some rules, and an enforcement 
agency in the underworld. In addition, the bootleggers corrupted 
the police. These were changes which took place before O’ Dwyer left 
the police force in 1924. 

He left the police department in order to practice law, having studied 
law at night while still a patrolman. For the next 7 years O’Dwyer 
practiced law. Then Mayor McKee appointed bin to the magis- 
trate’s court, where among the other troubles of the ill-housed, il- 
fed, ill-clad slum dwellers who came before him, he had an oppor- 
tunity to observe the evil effects of the slot-machine, which he said, 
he wholly eliminated when he later became mayor. After reviewing 
his efforts to alleviate some of the evils revealed to him during his 
service as magistrate, O’Dwyer pointed out that he was appointed 
a county court judge late in 1937 by Governor Lehman, and was 
elected a year later for a full 14-year term. Two years later, he was 
elected district attorney of King’s County. He took office on January 
1, 1940, at a time when racketeering conditions were so notorious 
that a special prosecutor John Harlan Amen, had already been as- 
signed to study rackets in Brooklyn, including gambling. After 
2% years as district attorney, O' Dwyer left to enter the Army. He 
returned to the district attorney’s office briefly in 1945 while he served 
simultaneously on the war-refugee board. He resigned in 1945 to 
become the Democratic candidate for mayor. He served as mayor 
for 5 years, resigning less than a year after his second election to take 
his present post as Ambassador to Mexico. 

O’ Dwyer testified at considerable length, and also presented volu- 
minous and interesting documentary material concerning his accom- 
plishments as mayor. The committee does not have jurisdiction to 
go into the merits of the many social and community contributions to 
which O’Dwyer alluded, but it has carefully noted them and un- 
questionably he accomplished many noteworthy achievements. Cer- 
tainly it would be unfair to give the impression that the matters in 
which this committee is interested give anything like a complete 
picture of O’Dwyer’s accomplishments in public office. 

IT. Murder, Inc. 

O’Dwyer had spent 2% years as Kings County district attorney 
tracking down and prosecuting the group of notorious killers known as 
Murder, Inc. His office had managed to indict a number of young 
gangsters for stealing cars which were later used in the commission of 
murders, of which about 20 had been committed in 1 year. One of 
these gangsters was Abe Reles who was induc ed to turn State’s evidence. 
From him and other witnesses O’ Dwyer’s office learned that there was 
a clear-cut well-planned criminal organization covering the entire 
country. Jurisdiction of various criminal enterprises was allocated to 
certain individuals. There was a judicial set-up, a kangaroo court 
holding trials at various places all over the country concerning viola- 
tions of jurisdictional rules and regulations at various places. In 
certain sections of the country the “combination” had men to carry 
out the one order these kangaroo courts issued, namely, death. The 
executioners were organized into “troops” and only one person was 
authorized to direct them in carrying out any killings. O’Dwyer 
learned that the organization was ruled by what the underworld 
termed the “combination.” There was no chief man in charge. 
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There was a mutual understanding among the members of the under- 
world in various cities throughout ‘the United States. They agreed to 
things among themselves. Payment to the “troops” O’Dwyer stated 
was not in money, but in jurisdiction of specific illegal activities in 
particular areas, ‘from which they collected enough money to keep 
them going. In return for this privilege, the individual members 
of the “troops” were required to carry out any orders they might 
receive. According to O’Dwyer, the man who directed all the 
killings done by the Brooklyn group and the leader of the Brooklyn 
“troops” was Albert Anastasia. 

O’Dwyer had told a grand jury in 1945, which had investigated 
the conduct of his offiec, that Anastasia’s boss was Joe Adonis. 
O’Dwyer said Reles had told him Adonis was one of the six big bosses 
of the combination. O’Dwyer stated that besides Adonis, who had 
the gambling concession, the other big men were Bugsy Siegel, who 
had the west coast; his partner, Meyer Lansky, who, in addition to 
gambling, went in for such things as narcotics; Luciano, who was 
regarded as very big; Longie Zwillman, and Willie Moretti. Costello, 
O'Dw yer said, was never mentioned in connection with murders in 
Brooklyn. He was only mentioned along with several other persons 
in connection with the turning in of Lepke, narcotics king and killer 
who was later tried and executed. 

Of the men whom O’Dwyer identified as the big six, all were friends 
or associates of Costello. Adonis, Zwillman, Moretti, and Lansky 
appeared at one time or another before the committee as did Albert 
Anastasia. Luciano is in Italy, a deportee since 1946, following a 
9-year incarceration here. Bugsy Siegel was murdered in typical 
gangland fashion on the west coast. 

Despite the excellent positive accomplishments of the Murder, Inc., 
prosecutions, it became apparent when the work was examined in 
retrospect that there were many glaring deficiencies. None of the 
top six were prosecuted or even touched in the investigation, with 
the exception of Bugsy Siegel who was indicted in California and in 
whose case, O’Dwyer refused to produce Reles as a witness at the 
trial although he did produce him before the grand jury in California. 
As a result, “Siegel never was tried. 

Even Albert Anastasia, described by O’ Dwyer as the boss murderer, 
below the top six, was not indicted. Several other major characters 
appear to have escaped prosecution, and the very promising investi- 
gation of the water front in Brooklyn, then controlled by Anastasia, 
was allowed to die. Although O’ Dwyer had explanations for all of 
these matters, a grand jury was convened in Kings County in 1945 
to discover the reasons for these failures. The grand jury handed 
down two presentments, the first in October just before the November 
election at which O’Dwyer won the mayoralty, and the second late 
in December. The October presentment strongly condemned the 
conduct of the district attorney’s office and made serious charges in 
connection with the failure to prosecute Anastasia and to proceed with 
the water-front investigation. Between the first presentment and the 
second presentment, but after the election, O’Dwyer testified before 
the grand jury. He stated: 


Question by the grand jury. You have heard the evidence, Mr. O’ Dwyer, 
which we have heard and known for many weeks and which was the basis for 
our presentment? 

Answer. Yes. 
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Question. Now will you agree with us that we were right in handing up the 
presentment? 

Answer. Yes. I agree that the presentment was fully justified and I will say 
so at any time. 


The grand jury found in its second presentment: 


1. We find that every case against Anastasia was abandoned, neglected, 
pigeon-holed. 

2. We find that William O’ Dwyer, as district attorney, and Edward A. Heffer- 
nan, chief of staff, failed and neglected to complete a single prosecution against 
Anastasia. 

3. We find that there admittedly was available competent legal evidence, suffi- 
cient to warrant the indictment, conviction, and punishment of Anastasia for 
murder in a case described by William O’ Dwyer, himself, as 
case.” 


or 


“‘a perfect murder 


The grand jury attributed this to ‘‘negligence, incompetence, and 
flagrant irresponsibility” and stated that there was no satisfactory 
explanation. 

O’Dwyer has branded the grand jury presentments as political 
documents, inspired by a mayoralty ¢ campaign, although the second 
presentment was handed down a month and a half after election. He 
asserts that the presentments were expunged from the record and that 
the judge who expunged them referred to their political inspiration. 
While these matters as stated are true, they do not represent the whole 
facts. The presentments were expunged on the technical ground that 
they contained recitations of evidence, but behind the presentments 
are many volumes of sworn grand jury testimony, including that of 
O’Dwyer and this testimony stands on the record and fully supports 
the grand jury conclusions. In fact, O’Dwyer agrees that there was a 
serious failure, but he asserts that the fault is not his but should be 
attributed to his subordinates and the acting district attorney who 
took over when O’Dwyer entered the Army in 1942. 

The foreman and acting foreman of the grand jury have written to 
this committee stating that 22 public-spirited citizens, carefully 
selected and without ulterior motives, acted only on sworn testimony 
and that they resent any inference that they were influenced by any- 
thing but the testimony before them, including that of O’Dwyer. 


III. The failure to prosecute Albert Anastasia 


Mr. O’Dwyer told the committee that he had had only one case 
against Albert Anastasia, the murder of Diamond, in which the 
independent witnesses required by law were available. One of these 
witnesses was a small sickly boy, who actually saw Jack Parisi shoot 
Diamond. ‘The other was Reles who said he had been with Anastasia 
when the details of the murder were planned and could place him in 
the murder car at the corner some distance away from the actual 
crime. This was the “perfect case’ to which he had referred, when 
he testified before the grand jury. 

But in the 20 months Reles was held under guard, consisting of 
six policemen at the Half Moon Hotel on the theory that he would 
be safer from gang retaliation there, than in prison, O’Dwyer ad- 
mitted he had not prosecuted Anastasia nor had he even sought an 
indictment against him. 

As soon as it became known that an investigation was under way 
and could not be stopped Anastasia and Parisi disappeared, acc ording 
toO’Dwyer. Fearing that the gangsters might endanger the life of the 
young witness or his | parents, O’Dwyer stated that he did not seek an 
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indictment, since the child would have to be used as a witness. 
Asked why he did not indict Anastasia alone since for that he needed 
only Reles and the driver of the murder car, Julie Catalano, who was 
also available, O’ Dwyer explained that where two men are involved 
in a erime, it is impractical to indict and try them separately. Further- 
more, he said he was very busy with other murder cases and even if 
Anastasia was one of the worst criminals in America “you don’t stop 
prosecuting other murders that are ready to proceed while you are 
waiting to get him.” 

Reles, O’ Dwyer admitted, did implicate Adonis in one case. Asked 
why he didn’t proceed against Adonis, O’Dwyer explained that 
Amen had arrested Adonis, and had talked to Reles. Furthermore, 
the idea of getting Reles before the grand jury and asking him what 
he had to say about Adonis was one of the things that had never 
occurred to him. 

Reles was also a witness in a murder charged against Bugsy Siegel. 
The first time Reles was brought out to testify, O’Dwyer explained, 
something was wrong with the indictment and Siegel was released. 
O’Dwyer said he thought Reles was there when the second indict- 
ment was returned. But a newspaper account indicated that O’ Dwyer 
appeared before the California judge himself, justifying his refusal to 
bring Reles to California because his primary obligation was to the 
people of his own jurisdiction. He was reported as saying that he did 
not want to risk having his Brooklyn cases discredited by the failure 
of the testimony to convict Siegel in California. With the collabo- 
ration of the local district attorney according to the newspaper report, 
O’Dwyer argued for Siegel’s dismissal. However, O’Dwyer told the 
committee, that the reason Siegel could not be convicted in California 
was because of Reles’ death. 

O’Dwyer’s perfect case against Anastasia became imperfect when 
Reles died. Shortly after 5 one morning in November of 1941, 
Reles body was found, fully clothed, on a balcony of the Half Moon 
Hotel, five stories beneath his room. A sheet on which presumably 
he had lowered himself dangled against the wall. According to 
O’Dwyer, Reles died trying to escape, although at another point he 
testified that Reles was terrified of gang retribution. 

According to Frank Bals, who was the chief investigator in the 
district attorney’s office, and the immediate superior of the police 
guard, Reles was trying to play a joke on his guard. He was at- 
tempting to reach the lower floor, re-enter the hotel, climb back up- 
stairs, and confound the policemen outside his door. Asked how 
Reles could have made his preparations without the guards hearing 
anything, Bals explained to the committee they must all have fallen 
asleep. O’Dwyer rejected the contention that Reles was thrown out 
the window, based on pictures showing that the body fell farther from 
the building than it would have, if Reles went out of the building on 
his own power. O’Dwyer also rejected Bals’ theory. 

Asked what he did to establish responsibility for the loss of his 
most important witness against a top-ranking murderer, O’Dwyer 
explained that he and the police commissioner considered it a pure 
case of negligence on the part of the police officers. The best that 
could be done was to provide a departmental trial for the six police 
guards. O’Dwyer conceded he had appeared as a voluntary witness 
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on behalf of the men at the trial, stating they were blameless. Never- 
theless, they were demoted. 

if the men were blameless, O’Dwyer was asked, was not their 
superior responsible for setting up a faulty system of protecting the 
witness? He had reviewed the set-up at the beginning, O’Dwyer 
said, and thought it adequate. He did not learn until afterward that 
Reles was assigned alone to a room at the end of a corridor and that 
guarding him consisted of having a policeman walk down the corridor 
once an hour and look at him. But he insisted that Bals, who was 
in charge of the detail, could not be held responsible for something 
which happened in the dead of night, when he was not there, even 
though he was the one who assigned the men to their task and super- 
vised the arrangements. 

O’Dwyer told the committee he could not have gotten an indict- 
ment against Anastasia after Reles death which would have stood up. 
If, as the grand jury presentment stated, he had not issued instruc- 
tions to his successors about the case, it was because it was wholly 
unnecessary. The man who was taking over was an experienced 
lawyer who had been practicing 20 years longer than O’ Dwyer him- 
self. He had been in the office a year and a half and knew what was 
going on. Moreover, the other three men who with O’Dwyer had 
been in complete charge of the Murder, Inc., cases—Moran, Bals, 
and Heffernan—continued in the district attorney’s office. If 
nothing was done after he left the office, it must have been because 
their superiors gave them no orders. Before he left, O’ Dwyer stated, 
he had had Burton Turkus, the indictment lawyer, prepare a review 
of the case, and his report on file indicated that while there was no 
case against Anastasia at the time, the man’s record was such that 
the investigation should be carried on. 

Nor would O’Dwyer concede to the committee that the removal 
apparently on Moran’s order of the wanted cards on Anastasia, Ro- 
meo, and several other racketeers from the police files condemned in 
the grand jury presentment, was of any significance. Yet within 
a short time after the removal of the cards, Anastasia and Romeo 
returned to Brooklyn. Anastasia entered the United States Army. 
Everybody knew, O’Dwyer said, that the men were wanted, cards or 
no cards. The grand jury was wrong in asserting that their removal 
indicated to those whom he left in the office that there was no case 
against the men. Nor, according to O’Dwyer, was the removal of the 
cards responsible for the release without questioning of Romeo (who 
could have been an important witness against Anastasia) when he was 
held in the magistrate’s court on another charge. Romeo was found 
dead in a river near Wilmington, Del., 2 weeks later. Since the 
removal of the cards was unimportant there was no reason for repri- 
manding Moran when O’Dwyer returned to his offic ¢ in 1945. 

During his Army service, O’Dwyer stated, he coul idn't be expected 
to find time to make any inquiries about the conduct of the case against 
Anastasia, which he admitted was the most important in his career. 
He had no recollection of a busy conference (6 hours), in the district 
attorney’s office, 6 months after he left, which a newspaper account 
characterized as ‘‘making the office hum” and looked almost like old 
times, when O’Dwyer was in the thick of the Murder, Inc., prosecu- 
tions. Nor did he recollect that he stated that he had reviewed the 
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work of the office and that he highly praised the work of the acting 
district attorney. 

It was apparent to the committee that O’Dwyer held no grudge 
against either Bals or Moran for their respective roles in the death of 
Reles and the inactivity against Anastasia. Moran, without any legal 
training, had been O’ Dwyer’ s personal choice for ‘chief clerk of the 
district attorney’s office. He had brought him in from the county 
court where he had served as the court attendant. He had the power 
to open and close investigations and was one of three persons author- 
ized to begin grand jury investigations. All during O’Dwyer’s Army 
service Moran handled 0’ Dwyer’s personal finance ial affairs. 

He had such regard for Moran’s ability, intelligence, and loyalty, 
O’ Dwyer said, that when he became mayor he made Moran a de »puty 
fire commissioner and, shortly before his resignation, gave him a life 
job as commissioner of the board of water supply, where, though he 
had no engineering training, he could, by virtue of his position, over- 
rule decisions made by engineers. 

This is the same Moran who was visited regularly in his office in 
the fire department by Louis Weber, a well- know n policy racketeer. 

When O’Dwyer was asked whether he could think of any proper 
reason which Moran could have for seeing Weber at regular intervals, 
he said that he could not. Both Moran and Weber are now under 
indictment for perjury before this committee. Moran denied that 
Weber had visited him between three and six times in the 4 years he 

yas in the fire department. Weber denied that he even knew Moran. 

In addition to the contradictions between the stories of Moran and 
Weber, both were contradicted by the fireman who was on duty outside 
of Moran’s office and who testified that Weber visited Moran much 
more often and on a regular basis, approximately once a month. The 
testimony of this fireman has since been corroborated by the com- 
mittee. This is the same Moran to whom John C a pr esident of 
the Uniformed Firemen’s Association, said he gave $55,000 of the 
funds of the association as a gift, because it was necessary to do so in 
order to keep Moran’s friendship and to obtain justice for the firemen 
from Moran. The entire matter of Crane’s testimony is discussed 
below. 

Bals, similarly, was so close a friend that, as Bals himself testified, 
the day O’Dwyer returned from California to take up his duties as 
the newly elected mayor of New York City, Bals met him at the air- 
port, and they discussed what his function in the new administration 
should be. The day after O’Dwyer took his oath of office, Bals was 
appointed seventh deputy police commissioner. He was able to re- 

sign less than 2 years later, with a pension of $6,000, an income 
$1. ,000 larger than any he had earned in any previous position on the 
police force. Bal’s history in the post of seventh deputy police com- 
missioner is discussed below. 


IV. O’ Dwyer and the water front 


“There was never any doubt in my mind,” stated O’ Dwyer, “that 
Anastasia really owned that water front and had strong henchmen, 
too.” It is obvious that one of the ways of breaking Anastasia’s 
stranglehold on the water front was through a prosecution for the 
larcenies, extortions, and shake-downs in which he was involved. No 
such prosecution was instituted against Anastasia. 
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The Brooklyn grand jury found in its December 1945 presentment: 

14. We find that the proof against Anastasia was neglected, disregarded, and 
deposited in the office files and vaults until prosecution was barred by the Statute 
of Limitations.! 

John Harlan Amen, who had been appointed special prosecutor to 
inquire into corruption in Kings County, had started a water-front in- 

vestigation into the affairs of the six racketeering unions that Anastasia 
cuieaad (the so-called Camarda unions). Amen had to institute 
court proceedings in order to get possession of the books of these 
unions. 

On April 30, 1940, the day after the Supreme Court directed the 
production of the books and records, but before the order could be 
signed, Mr. O’Dwyer instituted his own investigation of the water 
front. The books and records for which Amen had been fighting 
were brought directly to O’Dwyer’s office. There was an intensive 
3-day investigation by his staff; in 1 night over 100 witnesses were 
questioned. 

From these witnesses, O’Dwyer stated to the committee it was 
learned that Anastasia and Romeo and other gangsters had been 
stealing hundreds of thousands of dollars from unions and had de- 
stroyed their original books. 

Three days later, Heffernan, one of Mr. O’Dwyer’s assistants, began 
grand-jury “proceedings s, and testimony before it showed crimes of 
extortion, larceny of union funds, destruction of union books and 
falsification of new ones, kick-backs in wages for the benefit of the 
racketeers. When O’Dwyer started his investigation, Amen sus- 
pended his own and turned all his records over to O’ Dwyer’s office. 
Two weeks later the O’Dwyer investigation was suspended. 

They had, O’Dwyer said, as much information as they needed on 
the extortion cases. With his small staff he couldn’t handle every- 
thing at once. He felt the emphasis should be on the murder cases. 
There would be 2 or 3 years left before the statute of limitations ran 
out on the extortion cases. 

O’Dwyer admitted that he had never ordered the water-front 
investigation reopened and that in consequence his suspension resulted 
in a complete discontinuance. While he was in the office before 
he went into the Army, he said, he had no time; he was busy with the 
murder cases. O’Dwyer told both this committee and the grand jury 
that he had a right to expect that the acting district attorney would 
reopen the prosecution of the water-front rackets. 

But the grand jury found, and the evidence shows: 

“12. We find that William O’Dwyer himself did nothing further about these 
prosecutions and investigations, nor did he instruct anyone else to do anything 
about them.” 

In this connection O’Dwyer made the point that he should not have 
had to give specific instructions since several of his assistants knew 
about the cases. O’Dwyer intimated further that Amen could have 
resumed the investigation and denied the contention that a special 
prosecutor in New York State is not supposed to take jurisdiction 
where a regularly constituted district attorney is doing the job. 

Asked what he had done while he was mayor about water-front 
conditions, O’ Dwyer referred to a police shake-up and various investi- 


1 On crimes other than those for murder. (The ‘‘perfect murder case’? was abandoned 
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gations that he had ordered. But he could point to no accomplish- 
ments from these investigations except the shifting around of 
police officials assigned to the docks. 

The committee did not have sufficient time to present in detail the 
evidence resulting from its own water-front investigations. But it is 
apparent to the committee that racketeers are firmly entrenched along 
New York City’s water front with the resulting extortions, shake- 
downs, kick- backs from wages, payroll padding, gangster infiltration 
of unions, and large-scale gambling. The committee was impressed 
by the story of Mr. Philip Stephens, business manager of the Daily 
News, who told of the attempt to shake the Daily News down for 
$100,000 in connection with the unloading of newsprint. The inevit- 
able results of racketeer domination of the water front were also pre- 
sented to the committee by Mr. Walter Hedden, of the New York 
Port Authority, who told of the increasing diversion of freight from 
New York ports by shippers who refuse to put up with racketeering 
conditions. Most significant to the committee is that the gangster 
who still appears to be the key to water-front racketeering in New 
York is the same Albert Anastasia. 

V. O'Dwyer and police corruption 

Miles McDonald, district attorney of Brooklyn, and his assist- 
ant, Jules Helfand, outlined for the committee the magnitude of the 
gambling operations and the accompanying police corruption which 
they were currently in the process of investigating with the aid of a 
grand jury. Mr. Helfand estimated for the committee that, on the 
basis of the number of scratch sheets sold in New York City, a mini- 
mum of $300,000,000 a year was bet with bookmakers alone, a figure 
he considered to be an extremely low estimate in consideration of the 
fact that one bookmaker alone, Harry Gross, had taken in $20,000,000 
ina year. In addition, Mr. Helfand stated, other fantastic sums were 
bet annually by professional bookmakers in lay-off bets, that is, in 
interstate gambling among the bookmakers themselves. Mr. Helfand 
described the interstate tie-up of gamblers in New York who phone 
their bets to New Jersey wire rooms, operated in many instances by 
New York gamblers. Mr. McDonald asserted that no large-scale 
gambling operation can be conducted without the knowledge and 
consent of at least that segment of the police department charged with 
the enforcement of the gambling laws, namely, the plain-clothes 
division. For large-scale gambling to be going on, they have both to 
know it and to be involved in it. He was of the opinion that the 
original charge that about $250,000 was being paid weekly to police 
in protection money was not far wrong. Mr. Helfand added that it is 
impossible for a bookmaker to operate more than 48 hours anywhere 
without the protection of police. Where raids were made and book- 
makers arrested, in Brooklyn, Mr. Helfand said, they found notations 
in their records and accounts of “ice’’ payments, which give some 
indication of the amounts paid for police protection. At an Army 
base luncheonette, for instance, a notation of $1,200 a month for “‘ice’’ 
was found for that one place alone. 

Mr. O’Dwyer agreed with Mr. McDonald and Mr. Helfand that 
bookmaking cannot exist on a large scale without police protection. 
He also agreed that the Brooklyn investigation and Erickson’s indict- 
ment indicate bookmaking was going on on a large scale during his 
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administration. Erickson’s, he thought, was the largest scale there is, 
but he insisted he did not know where Erickson’s operations took 
place nor how he operated. 

After prolonged questioning as to whether former Police Commis- 
sioner O’Brien could have failed at least to have sensed the condition 
now being uncovered in Brooklyn, Mr. O’Dwyer finally agreed that 
he should have known about it. But Mr. O’Dwyer insisted that 
former Chief of Detectives Whalen, a policeman who had come on the 
force with him, had absolutely nothing to do with gambling condi- 
tions; that that was the responsibility of the plain-clothes division. 
Although Whalen was the head of the detective force, he could not 
have been expected to know the situation which the Brookly nh investi- 
gation was now uncovering, according to O’Dwyer. 

eeenned concerning special investigations into police corruption 
he himself had instigated, Mr. O’Dwyer stated that he had actually 
ordered only one. Immediate ‘ly after taking office as mayor, he 
appointed Frank Bals seventh deputy police commissioner. Bals, as 
chief investigator for O’ Dwyer in the Kings County district attorney’s 
office, had been in charge of the police detail guarding Reles. 

Bals, O’Dwyer said, was not there to investigate polic e corruption, 
but to organize information about the identity, ha bits, associates, and 
hang-outs of the prosperous hoodlums whose influence on the adoles- 
cents of the slum areas both he and Bals had come to deplore during 
their work on Murder, Inc. O’Dwyer admitted that gathering of data 
on movements of criminals is a normal police function, but he said 
it was not being done properly. The police rarely knew about crimi- 
nals outside their own precincts, and Bals had been sent in to correct 
the situation. 

According to Bals, however, this was not his job at all. He had 
an information squad of six detectives and six plain-clothes men 
assigned to him to gather information about gambling. While Bals 
denied ever telling our staff that the plain- clothes men were the money 
men in the police force, that they were paid by the gamblers and had 
a list as to how much to collect from each one, he admitted saying 
that he believed some top brass in the police department were crooked. 
Bals said that he had been relieved of his function, and his squad was 
abolished, because he got into the hair of the top brass. 

That there were objections to Bals from the police officials O’ Dwyer 
readily admitted. Commissioner Wallander, O’Dwyer stated, com- 
plained that Bals’ activities were disturbing the commands throughout 
the city to the point where police morale was affected. Relying on 
Wallander, whom he knew as a good commissioner, inherited from the 
LaGuardia regime, O’Dwyer said he didn’t pursue the question 
further, but permitted Wallander to do what he thought best. As a 
result, Bals’ squad was taken away from him after 2 months; he was 
left with one man. Bals may have passed on some information but 
never submitted any reports, and O’Dwyer conceded he had accom- 
plished nothing. O’Dwyer had not heard, he said, the charge that, 
with the advent of Bals’ squad, Bals was the person to see in regard 
to police protection of gamblers. Bals himself said charges that his 
men were involved with bookmakers were never substantiated. 

Although defending Bals’ record against the contention of com- 
mittee counsel that Bals was a man whom he should have known was 
incompetent, from his failure in the Reles case, and should not have 
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been appointed a seventh deputy commissioner with a job cutting 
across police department lines, O’Dwyer at last conceded that this 
appointment was a mistake. But O’Dwyer claimed he corrected it 
after 2 months. However, Bals remained a seventh deputy for 
nearly a year longer, with almost no duties beyond reporting daily 
to the commissioner. There was nothing in his job which required 
him to be made a deputy commissioner; the seventh deputy com- 
missionership was a post which had been vacant for some time and 
had no essential function. Bals’ appointment gave him the benefit 
of a clause in the city charter which made it mandatory to give a 
retiring commissioner a pension no smaller than that of any other 
deputy commissioner, no matter what his previous earnings and 
consequent pension rights had been. 

Late in 1946, Mr. O’Dwyer told the committee, despite his confi- 
dence in Arthur Wallander, then police commissioner, and his chief 
inspector, Martin Brown, he felt that not everything was being done 
which should be done in connection with curbing gambling. He, 
therefore, ordered John J. Murtagh, commissioner of investigations, 
to have his department make a running study of how gambling was 
being enforced by the police department. Mr. O’Dwyer asked the 
committee to have Judge Murtagh tell what he did about Erickson 
and Adonis and Costello. The committee granted the request, 
although it had been unable to find any reports on gambling and 
corruption in the department of investigation files, and had been told 
by Judge Murtagh that he had made none, because what he had done 
had been in the nature of an operation to jazz up the police department 
and not an investigation. 

Claiming before the committee that his was the most methodical, 
thorough investigation of bookmaking that has been made by any 
office, Judge Murtagh described the accumulation of information 
about the telephone calls to and from known bookies, made through 
subpenaing records of the New York Telephone Co. and the coopera- 
tion of the New Jersey Telephone Co. Asked what prominent book- 
makers were caught by the system and who they were, Murtagh said 
thousands of telephone wires were pulled out in New York, but the 
main lay-off points were in New Jersey, outside of his jurisdiction. 
Although he gave information to the New Jersey authorities about 
Erickson, Adonis, and Moretti, in 1947, Murtagh claimed they did 
not act until 3 years later. In contradistinction to committee 
counsel’s observation that Federal prosecutors had long ago told 
New Jersey of the gambling operations in that State, over which 
they, as Federal agents, could do nothing, Murtagh insisted that it 
was his information. which resulted in Erickson’s testimony before 
the McFarland committee that he was a bookmaker, and enabled 
Hogan to move in on his New York office, arrest and convict him. 
Asked why in 3 years he could not have moved against Erickson, 
Murtagh claimed first that he didn’t believe Erickson had a New 
York office until the wire-room information to New Jersey forced him 
to move to the city; furthermore, prosecution was the district attor- 
ney’s job, not his, Murtagh stated. 

Asked whether the wire room had turned up any evidence of the 
$20 million Gross bookmaking operations in Brooklyn, Murtagh said, 
“Not to my knowledge, but if Gross was active, * * * there 
unquestionably is a good deal of information there regarding his 
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activities.”” He couldn’t recall what had happened in connection 
with the Dugout Cafe, which an anonymous letter called to his atten- 
tion in 1948, as being the scene of wide-open bookmaking, and was 
later identified as the. place where Gross paid off. But Murtagh was 
sure it had been referred to the proper person in the police de /part- 
ment. 

Asked about his investigation of corruption in the police depart- 
ment, Murtagh stated the only corruption he found was that which 
existed under LaGuardia, as revealed in the records of a Harlem 
policy banker, who had methodic “ally set down in code, which Federal 
agencies helped him to break, the amount of protection money paid 
to members of the police department by rank. Asked whether he 
had instituted any new investigation into this graft in the police 
department, Murtagh said it was 3 years old by ‘the time he got it. 
When it was pointed out that there seems to be the same kind of graft 
in the police department now, Murtagh remarked, ‘‘unfortunate Ly the 
calizienesit of the gambling laws do tend to corrupt men called upon 
to enforce them.”” Asked whether his conclusion, therefore, was that 
he didn’t bother to enforce the laws, Murtagh insisted this was a 
misinterpretation. 

He had continuously, since he took office, investigated the connec- 
tion of bookmaking and the police departme nt, Murtagh s stated; he 
had questioned every ranking police officer under oath, but had made 
no analysis of their testimony. He had questioned 500 cops upon 
their financial status on the basis of a form he worked out and which 
McDonald is now using for police called before the grand jury. 
Murtagh told the committee, “I don’t believe the cops are honest, 
but nothing turned up.” These same financial statements have since 
been subpenaed for perusal before the Brooklyn grand jury, which 
has been reported to inc lude the activities of the department of investi- 
gation, during O’Dwyer’s regime, in its inquiry. 

Back on the stand, Mr. O’ Dwye r reiterated that Murtagh had made 
an important contribution in passing on to the New Jersey authorities 
information about Adonis and Erickson. He conceded that the value 
of the wire room would be to find the police corruption which enabled 
bookies to operate and to catch the big bookies. On the basis of 
McDonald’s investigations and the evidence of scratch-sheet sales, 
which in 1946 to 1949 were far greater than in other years, O'Dwyer 
admitted, bookmaking went on on a large scale in the years 1946 
through 1949; there had to be local bookmakers to bet with and 
Gross was one of them. O’Dwyer protested the questioning about 
the action of his administration in closing up one bookmaker named 
Katz in 1949, said to be one of the biggest bookmakers in Brooklyn. 
He assured the committee it had nothing to do with his political feud 
with Abe Stark, Katz’s landlord, and an opponent of O’Dwyer’s 
candidate for the borough presidency in 1949. 

Asked why, if Erickson was jailed in 1950 and Gross indicted in 
1951, his investigators had been unable to produce results, O’ Dwyer 
replied that there is a big difference between investigation by a police 
or an investigation department and the powers of a court and a grand 
jury. If that were understood, he said, his recommendation ‘for a 
grand jury once a year in every county would win support. 

In the light of this recommendation, O’Dwyer was asked what his 
position was in reference to the investigations just before he resigned 
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as mayor. O’Dwyer said he always favored investigations of com- 
plaints of corruption. His characterization of the Brooklyn investi- 
gation as a “witch hunt’’ was due to emotion over the realization 
that the few conniving grafters on the force would be taken as typical 
of the 18,000 men on the force, rather than the policeman who 
had just been killed in the performance of his duty, when he had 
rushed to someone’s defense. His statement that the investigation 
was interfering seriously with the efficiency of the department and 
blackening the police force simply described what always happened, 
O’Dwyer said. The action of his commissioner of investigation, in 
investigating the chief investigator on McDonald’s staff, had been 
undertaken lescaties two of the policemen were supposed to have been 
derelict in their duty. The committee pointed out, however, that 
after departmental trial, the two policemen were exonerated and sent 
back to work, and that the episode had been interpreted as an attempt 
to impede the work of the Brooklyn district attorneys. Asked whether 
he had ever talked over with McDonald what he was doing before he 
termed it a “‘witch hunt,” O’Dwyer said he had not because he was 
so sure the police department was clean, he had such absolute faith 
in the commissioners and in Murtagh, who assured him everything 
was all right, he could not imagine such things could happen as 
MeDonald’s investigation was disclosing. 

On the witness stand O’Dwyer admitted that subsequent events 
proved McDonald to be right and that he had apologized to McDonald 
for the “witch hunt” statement. 


VI. O'Dwyer and Costello 


For over 4 years, O’Dwyer issued public statements deploring 
sinister influences in Tammany Hall. O’Dwyer insisted that this not 
only meant Costello, but also the venal people that are leaders. He 
admitted, however, that Costello was a dominating influence behind 
these venal figures. 

O’ Dwyer stated that he had never found an occasion to say publicly 
that he had seen the leader of Tammany (Kennedy) in Costello’s 
home. Kennedy’s debt to Costello also did not stop O’Dwyer from 
supporting him in a leadership fight on the West Side, after Kennedy 
had been forced out of the Tammany leadership by the Aurelio 
revelations. O’Dwyer said in this fight he made a choice between 
two evils, and Kennedy was the lesser. 

O’Dwyer was questioned about some of his appointments of men 
who were known to be friends of Costello. O’Dwyer appointed 
Hugo Rogers to the traffic board, “because of his special knowledge of 
the subject,” although he had heard that Rogers, as leader of Tam- 
many Hall, was a close friend of Costello, and was dominated by 
Mancuso, Costello’s pal. O’Dwyer denied knowing that Rogers’ 
assistant in the borough president’s office, Philip Zichiello, was a 
brother-in-law of Willie Moretti, the New Jersey racketeer and big- 
time gambler. When Zichiello was ousted from his position in the 
borough president’s office by Rogers’ successor, Wagner, O’ Dwyer 
appointed ban as deputy commissioner of the department of hospitals. 


When asked whether he could not have found someone else for the 
hospital job, O’Dwyer replied, “There are things you have to do 
politically if you want cooperation.” He had rested on the bar 
association’s approval of Loscalzo as judge, O’Dwyer stated, although 
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he knew that he was the “Joe” referred to in the telephone tap when 
Aurelio thanked Costello, and said, ‘“Now we have to take care of 
Joe.”” He had not known that Loscalzo sought out Costello to ask 
him to say a good word for him with Kennedy.’ O’Dwyer remem- 
bered a peniing Rosenthal, another good friend of Costello and a 
district leader, to a job, although he could not remember that it was 
as assistant corporation counsel. He didn’t know until he read it in 
the papers, said O’ Dwyer, that Lawrence Austin, whom he appointed 
city marshal, was a cousin of Irving Sherman, another Costello 
intimate. Loscalzo is the judge who disqualified himself in the 
Erickson case. 

In 1945, O’Dwyer testified before the grand jury in Brooklyn that 
he had had two meetings with Frank C ostello.  'T estifying before our 
committee, O’ Dwyer could recall only one meeting and Costello also 
testified that they had had only one. 

The occasion of this me eting, according to both O’Dwyer and Cos- 
tello, was an investigation being conducted by O’Dwyer in the latter 
part ‘of 1942 when he was a major in the Army Air Forces. O’ Dwyer 
was attached to Air Procurement with orders “to keep Wright Field 
clean.” According to O'Dwyer, an anonymous letter was received 
at the district attorney’s office in Brooklyn, charging certain contract 
frauds at Wright Field by a Joe Baker and mentioning that he was a 
friend of Frank Costello. 0” Dwyer testified that he had Irving 
Sherman, who was a close friend of both his and Costello’s, arrange 
for the meeting with Costello. O’Dwyer took Moran with him. In 
this connection, it may be of some significance that Moran’s recollec- 
tion was that it was Moran who arranged the appointment, and that 
he did it through Mike Kennedy, leader of Tammany Hall, because 
he had never previously met Costello. Costello, however, testified 
that he had met Moran previously. 

O’Dwyer did not ask Costello to come to any Army office because 
he was “no longer a district attorney with a fistful of subpenas, but 
just a little major or maybe a lieutenant colonel.’”? O’Dwyer testified 
that Costello told him that he knew a Joe Baker, but did not know 
whether this Joe Baker had an interest in Air Force contracts and that 
Costello himself had no interest in Air Force contracts. O’Dwyer 
never attempted to see the Joe Baker whom Costello knew to check 
further on the letter, nor did he ask anyone else to do so at this time. 
Although O’Dwyer thought the entire matter important enough so 
that he personally went to Costello’s home, he did not follow up the 
Costello meeting in any way until several months later when another 
letter came to Wright Field about Joe Baker. This second letter was 
referred to other investigators, who followed through. 

The committee had before it at the hearing the Army file on 
the Joe Baker matter. There is no reference in it whatsoever to 
O’Dwyer’s meeting with Costello, There is certain information from 
O’Dwyer but none relating in any way to Costello or suggesting a 
relationship between Baker and Costello. O’Dwyer states that he 
did give such information to his superiors. 

In the course of the Army investigation, the record discloses, the 
relationship was discovered between Baker and Costello. 

No action was ever taken by the Air Corps barring Baker from 
Wright Field, although an associate of Joe Baker was barred. Baker 
himself is a close associate of Costello and Phil Kastel and lives in 
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luxurious quarters at the Hotel Madison in New York City, which at 
one period was a favorite meeting place of Costello. Baker has no 
legitimate source of income to account for his mode of living. 

At Costello’s home, when O’Dwyer was there, were also Michael 
Kennedy, then leader of Tammany Hall, Judge Savar ese, Bert Stand, 
formerly secretary of Tammany Hall, ‘Tr ving Sherman, as well as 
Moran. 

O’Dwyer testified that he had a private conversation with Costello 
and then some little amenities with the other persons present. Bert 
Stand testified that he had met Kennedy on the afternoon of the 
meeting and that Kennedy asked him to come along to Costello’s 
apartment and said there was to be a cocktail party there. Stand 
did not remember any private conversation between Costello and 
O’Dwyer. He said that the conversation was general and that there 
was some talk about the 1941 election campaign, primarily between 
O’Dwyer and Savarese. 

O’Dwyer stated to the committee that he was very surprised to 
find Mike Kennedy in Costello’s apartment at the time when O’Dwyer 
had an appointment to be there to discuss official business. He testi- 
fied that the presence of the leader of Tammany Hall in Costello’s 
apartment made a very strong and lasting impression upon him, one 
which he never forgot. 

For many years, O’Dwyer has issued public statements deploring 
sinister influences in Tammany Hall. O’Dwyer first insisted before 
this committee that he had reference to certain venal leaders of Tam- 
many and not specifically to Costello. Later in his testimony, how- 
ever, he stated that Costello was a dominating influence behind these 
venal figures and was, in fact, one of the sinister influences in Tam- 
many Hall. Despite this, he had never found an occasion to say 
publicly that he had seen the leader of Tammany in Costello’s home, 
or to make public this concrete evidence of the relationship between 
Tammany Hall and Costello. Although he never forgot Kennedy’s 
presence in Costello’s apartment, he publicly supported Kennedy in 
1948 in a leadership fight on the West Side, in which Kennedy was 
seeking to regain the position he held prior to the Aurelio revelations. 
O’Dwyer publicly characterized this move to support Kennedy as a 
clean-up of Tammany and he advanced Kennedy as a clean leader. 
He stated to the committee that as between Kennedy and incumbents, 
he made a choice of the lesser evil. 

VIT. O’ Dwyer’s friends 

All during the war, O’Dwyer told the committee, he saw a good deal 
of Irving Sherman, a known gambler and intimate of racketeers. He 
did help him ina big way, O’ Dwyer said, referring to inquiries Sherman 
made for him for his Army work. O’Dwyer knew that Sherman was 
a good friend of Costello and a good friend of Adonis. He knew 
Sherman was a shirt manufacturer, doing business with the Navy, but 
oe that he was also engaged in getting contracts for other persons on 

5-percent basis. He t old the 1945 grand jury that he wouldn’t be 
se prised to know that Sherman had been a collector for Adonis and 
Costello and Lepke. While he heard that Sherman had had a dining 

room and gambling casino in New York’s garment district, he said 
that McLaughlin, a former telephone man, who claimed to have seen 
him there, must have been mistaken. Nor did he know that this 
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same witness, at the request of Sherman, had tested his wire for 
possible taps. McLaughlin testified that at Sherman’s request he 
had also tested wires for Kastel, Nat Herzfeld, and Costello, and that 
Costello personally paid him. Costello denied this. 

All during his Army service, O’Dwyer told the committee he sought 
Sherman out every time he came to Washington. They kept in 
touch by long-distance phone all over the country. Once, at least, 
he agreed he, Sherman, and Marcantonio had met together, but the 
occasion was purely social; he was not seeking political assistance 
from them. Sherman, he admitted, did help him throughout his 
1945 campaign, as Costello, Moran, and Charles Lipsky had testified. 
He had utilized what help he could give. 

There was also testimony that Moran and Sherman kept in touch 
with each other. The fire department receptionist stated that Sher- 
man came frequently to Moran’s office, announcing himself as Dr. 
Cooper. He found out his real name only when Moran was out one 
day, and his caller asked the receptionist to announce him to Com- 
missioner Quayle as Irving Sherman. Moran admitted these visits 
of Sherman, and said the alias was just a joke between them. 

O’Dwyer denied that his friendship with Sherman and the aid 
Sherman rendered in the 1945 campaign in any way tainted him with 
the Costello influence. Sherman, according to O’ Dwyer, never asked 
for anything in return; never asked him to go easy on bookmakers, 
even though Sherman’s business partner is the brother of one of New 
York’s biggest bookmakers. 

uestioned about friendships he shared with Joe Adonis, O’ Dwyer 
said he recalled meeting him casually years ago; he could not remem- 
ber where. He was sure that witnesses who had told the committee 
they had seen him in Adonis’ restaurant were mistaken. However, 
Judge George Joyce, his law associate of 6 months, and one of his dear- 
est friends, was ‘and is a friend of Adonis. Quayle, whom O’Dwvyer 
appointed to the fire department commissionership, is a good friend 
of Adonis. Kenneth Sutherland, the district leader who recommended 
O’Dwyer for appointment as a magistrate, was also close to Adonis. 
Lipsky, in whose house O’Dwyer spent many evenings and who was 
very close to O’ Dwyer in 1945, was a good friend of Adonis. Lipsky 
used to make investments for Adonis. O’Dwyer told the Brooklyn 
grand jury in 1945 that Anastasia, Romeo, and other water-front 
characters frequented the City Democratic Club in Brooklyn, which 
was run by a good friend of his, Dr. ‘Tom Longo, and had as its 
president another good friend, Dr. Thomas. But he stated that no 
friends of Adonis had ever brought pressure on him so that he would 
not prosecute Adonis. 

The committee heard testimony from Charles Lipsky, and Jerome 
Ambro, an undersheriff when Frank Quayle, O’ Dwyer’s appointee in 
the fire department, was sheriff, about the political popularity of the 
restaurant Adonis ran in the thirties. It was in a poor district, a good 
distance from the borough hall, yet it attracted with considerable 
regularity the prominent Brooklyn Democratic political figures of the 
day. During prohibition it was a sper akeasy and had a reputation for 
good liquor as well as good food. Though he denied any political 
activity, Adonis admitted that prominent politicians came to his 
restaurant and he met them there. Among them were, he said, 
Frank Quayle and Judge Joyce. Adonis admitted that he knew 
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Kenneth Sutherland, Irwin Steingut, Anthony DiGiovanni, Bill 
O’Dwyer, and Jim Moran, all of whom Ambro said he had seen at 
the restaurant. Adonis admitted that he went to a lot of political 
dinners because he felt he was obligated; if a fellow was close to him 
and asked him to go to a dinner, he would go. 

Adonis refused to answer, on the grounds that he would incrimi- 
nate himself, the question whether he ever gave his political friends 
any money to help in a primary campaign. But both Jerome Ambro, 
with obvious reluctance and an attempt to hedge on his executive 
session testimony, and Charles Lipsky, freely testified to his active 
assistance to various political leaders. 

Lipsky testified that anybody who had a primary fight on the 
Democratic end came into Adonis’ restaurant. Adonis had a lot 
of friends, and he was free with his money in support of his candi- 
date. Lipsky described Adonis as a fellow who would hardly refuse 
to help most people who contacted him, particularly leaders in primary 
fights, and as a result, a great many of the leaders in Brooklyn, Lipsky 
felt, were under obligation to him. When Ambro ran the campaign 
of Sam Liebowitz, against the organization candidate Francis Geoghan 
for Kings County district attorney, Quayle asked him either to sup- 
port the organization candidate or resign. Ambro resigned. He 
stopped frequenting Adonis’ restaurant. Three years later, he was 
deposed as leader, and Ambro gave the committee a vivid picture of 
how he thought it was done; by the use of floaters brought into the 
district to vote illegally under the eyes of bribed election inspectors, 
both Republican and Democratic. He testified in both executive and 
public sessions that he thought about $30,000 was spent to defeat 
him; in executive session where he was also under oath, Ambro left 
the impression with the committee that this money could be traced 
at least in part to Adonis; hearsay, he said it was, or whatever you 
want to call it. In open session, he insisted that he never mentioned 
Adonis, and stated with some emphasis that he did not believe Adonis 
had any political influence. 


VIII. The testimony of John P. Crane 


John P. Crane, president of Local 94, International Association of 
Fire Fighters, testified before the committee on two separate days. 
On the first occasion, he refused to testify on the ground that his 
testimony would incriminate him. The committee thereafter obtained 
a court order for the production of certain testimony Crane had given 
before the New York County grand jury. Crane was recalled and 
testified that he had made certain withdrawals from the bank account 
of his association, that these withdrawals were made by check counter- 
signed by two other officers of the association, that Crane had received 
cash for the amounts of the checks and had turned over this sum to 
certain persons. They included $55,000 turned over to Moran, 
$35,000 of which was stated by Crane to have been gifts and $20,000 
of which was a campaign contribution in the 1949 mayoralty campaign. 
Crane testified that he also made a campaign contribution in cash of 
$10,000 to O’Dwyer, and one of $3,500 to John Crews for Dewey’s 
Oregon primary. Moran and O’Dwyer have denied receiving these 
moneys. It is understood that Crews publicly stated that he did 
receive a contribution of $3,500 from Crane. 
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Crane testified before the grand jury and told our committee: 


Some time in 1946—and this is what you want to know, Mr. Hogan—Mr. 
Moran was appointed Deputy Fire Commissioner, and I want to say that I 
admire Mr. Moran. But at least he was a man that had some basis you could work 
with. Moran allegedly was strong enough in his position in the O’ Dwyer adminis- 
tration that if he said “‘no,” nobody could move O’ Dwyer to say ‘‘yes.”’ 


Crane stated to this committee: 


Senator Tosprey. Then why did you give him the money? 

Mr. Crane. Because in my experience—which is limited—when I find a man 
such as Mr. Moran and whose influence is such that a word from him can help 
or hurt us, I want him on my side. 


Senator Tospry. So you underwrote Jim Moran; is that it? 

Mr. Crane. I underwrote what? 

Senator Tospey. You underwrote him $35,090 in the expectation, or the hope 
either one you want to use—that he would come across and be kind to the men 
you serve in the Fire Department; is that it? 

Mr. Crane. That’s right, sir. 

According to Crane, he went to the Gracie Mansion sometime 
around October 12, 1949, and saw Mayor O’Dwyer alone on the porch 
at Gracie Mansion. Crane states that he told the mayor at that time 
that he had promised him the support of the firemen and that he 
offered him some evidence of that support on the occasion, in the 
form of $10,000 in cash in a red manila envelope. Crane states that 
O’Dwyer took the envelope, thanked him, but did not look inside the 
envelope. 

O’Dwyer specifically denied that he met Crane on the porch of 
Gracie Mansion, that he saw Crane alone at the Gracie Mansion in 
October 1949, or that he ever received any cash moneys or any cam- 
paign contribution from Crane. 

O’Dwyer also testified before the grand jury, where he waived his 
immunity. Crane did not waive immunity before the grand jury. 

As the matter now stands, the committee does not have sufficient 
evidence to form a conclusion concerning the transactions alleged by 
Crane to have occurred. It is hoped that the continued investigation 
by the district attorney of New York County will produce concrete 
evidence to establish the truth. 

The committee felt that Crane’s testimony was of such importance 
that public inquiry had to be made of Crane, Moran, and O’Dwyer. 


IX. The patterns of O’ Dwyer’s conduct 


A single pattern of conduct emerges from O’Dwyer’s official activi- 
ties in regard to the gambling and water-front rackets, murders, and 
police corruption, from his days as district attorney through his term 
as mayor. No matter what the motivation of his choice, action or 
inaction, it often seemed to result favorably for men suspected of 
being high up in the rackets. Although he admitted he could have 
indicted Anastasia alone for at least one murder, he did not do so on 
the ground that it is a poor practice to indict only one defendant for 
a crime in which two are involved. When he could have indicted 
both Anastasia and his companion Parisi, he did not, again, this time 
on the ground that to do so would endanger the health and possibly 
the life of a small boy. He failed to indict Anastasia or any of his 
companions on extortion charges because he was busy with the 
murder cases; but the investigation of the water-front rackets which 
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Amen started, and O’Dwyer took over, was never resumed in the 2 
years before he entered the Army or at any time thereafter. Despite 
the admitted importance of Reles to what he conceded was the most 
important murder case his office had, O’Dwyer was content to label 
his escape through death as the result of negligence; he never fixed 
the responsibility. He personally appeared to absolve the six police- 
men guarding Reles from blame at their departmental trial, and he 
rewarded their superior, Bals, as well as Moran who apparently ordered 
the removal of the “wanted cards’ which in effect closed up the 
investigation on Anastasia and his associates, with intimate personal 
friendship and financial preferment through lucrative city positions. 

Toward other official agencies engaged in law enforcement or in- 
vestigation, Mr. O’ Dwyer exhibited a sometimes antagonistic attitude. 
He characterized the 1945 grand jury presentments upon the work of 
his own office, as having been inspired by political bias. Five years 
later, he branded District Attorney McDonald’ Ss grand jury inquiry 
into ‘gambling and police corruption a ‘‘witch hunt.” Though he 
denied that the action of his commissioner of investigation, in investi- 
gating two policemen, attached to McDonald’s investigating staff, 
for dereliction of duty, was designed to hamper the Brooklyn investi- 
gation, it did, in effect, delay its operations for several weeks, although 
in the end the men were exonerated in a departmental trial and sent 
back to work. 

The tendency to blame others for the ineffectualness of official efforts 
to curb the rackets and the ensuing corruption has also turned up very 
often at every stage in O’Dwyer’s career. California was to blame for 
not turning up sufficient evidence against Siegel. Amen had Adonis 
under arrest and had access to Reles; why didn’t he act? Why didn’t 
Amen resume the water-front investigation after he, O’ Dwyer, sus- 
pended it? Why did not his successor, the acting district attorney, 
move against the water-front rackets? As mayor he depended upon 
his subordinates; if there was any laxity, they were at fault. 

The committee found it necessary to present the stories of O’ Dwyer 
and Costello in detail, because they illustrate so dramatically one of 
the major factors that must be overcome before substantial progress 
can be made in dealing with organized crime. When racketeers and 
gangsters have great influence in selecting public officials, they can 
paraly ze law enforcement. Unless such influence is eliminated, 
gangsterism and racketeering will flourish in any community. 


X. Gambling in New Jersey 


Scratch sheet statistics and other specific evidence indicate that 
during the LaGuardia administration vigorous action against gamblers 
forced many of them to transfer their major operations to New Jersey, 
although relying on patrons in New York City for their support. 
During the O’Dwyer administration, bookmaking in New York in- 
creased but many of those who had moved to New Jersey continued 
their interstate operations. 

Among the most prominent of these was Frank Erickson, who, 
however, conducted a sufficient amount of business in New York City 
that District Attorney Hogan was able to convict him for bookmaking 
in 1950. Many other bookmakers conducted similar interstate busi- 
ness operations with seeming impunity in New Jersey, particularly in 
Bergen County. 
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Emboldened by the success of the bookmakers, operators of gam- 
bling houses began to conduct operations across the Hudson River 
from New York, relying primarily on a New York City clientele. The 
committee held hearings concerning a series of gambling houses 
operated by Joe Adonis, “Salvatore Moretti (Willie Moretti’s brother), 
Anthony Guarino (whom the cae questioned in the New Jersey 
State penitentiary at Trenton, N. J.), James Lynch, Arthur Longano, 
James Rutkin, and Jerry Catena. Some of these same operators had 
gambling houses in other places, including Saratoga, N. Y., and 
Florida. All of them have close associations with notorious racketeers, 
and several were very close associates of Frank Costello, who at least 
on one occasion visited New Orleans with Jerry Catena, and who, as 
has been previously pointed out, was extremely close to Joe Adonis, 
Salvatore and Willie Moretti. 

These gambling houses employed persons who appeared to ride a 
circuit traveling from Florida to New Jersey, to Saratoga, and even 
to Nevada. 

The customers were transported from New York free of charge in 
automobiles provided by the house. They were given all they wished 
to eat and drink of the very best in food and liquor, but the minimum 
bet at the crap tables was $5, and in practice, few bets were made under 
$20. In 5 months during which this operation cashed checks in a 
New York City bank, they totaled $1,000,000 a month in checks of 
customers. The practice of banking gambling checks in New York 
City was stopped by District Attorney Hogan, who convicted Max 
Stark, the individual who brought the checks to New York and cashed 
them. Following this conviction, Guarino was indicted and pleaded 
guilty in New Jersey. No others were indicted in New Jersey, 
despite the fact that the name of James Lynch appeared on the bac ‘k 
of almost every check as endorser. After Guarino “took the rap’ 
for the entire group, the houses continued to operate in New Jersey 
until the early part of 1950 when they closed down. There were no 
further prosecutions in New Jersey until after this committee publicly 
aired the situation. ‘Then Adonis and others were indicted. 

Although the various gambling houses reported profits of from 
$100,000 to $250,000 annually for income-tax purposes, it is obvious 
that the profits must have run to many millions of dollars a year. 
A study of the operations of gambling houses indicates that if 
$1,000,000 a month was cashed in checks, the monthly profits must 
have been close to this amount. The reason for this is that most of 
the customers brought cash with them as a general rule, and the few 
who won back their losses would redeem the check before le aving. 

There is great suspicion that some of the individuals who appe ared 
on the record as partners in these gambling operations were simply 
dummies for others, and that the huge profits made between 1945 
and 1950 were used to finance many of the top members of the eastern 
crime syndicate. 


CONCLUSIONS FROM THE NEW YORK HEARINGS 


The New York City hearings demonstrated to the committee that: 
1. Frank Costello has close personal friendships, working relation- 
ships, and mutual financial interests with leading rac keteers in the 
city, State, and Nation, confirming the opinion obtained elsewhere 
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that he, Joe Adonis, and Meyer Lansky formed the eastern axis of a 
combination of racketeers working throughout the Nation. 

2. The extortion rackets on the water front of today and 10 years ago, 
the bookmaking rackets in New Jersey and New York, the gambling 
casinos in ae Sea and Saratoga, the narcotics traffic, and even the 
wave of murders in the late thirties and early forties, were not and’are 
not isolated enterprises. They were and are the work of men whose 
personal friendships, working acquaintanceships and mutual financial 
interests were established by the testimony, and represent different 
aspects of the far-flung illegal operations of the eastern crime syndicate. 

3. There can be no question that Frank Costello has exercised a 
major influence upon the New York County Democratic organiza- 
tion, Tammany Hall, because of his personal friendships and working 
relationships with its officers, and with Democratic district leaders 
even today in 10 of the 16 Manhattan districts. Costello also had 
relationships with some Republican political leaders. 

4. Despite Mr. O’Dwyer’s frequent public castigations of Tammany 
Hall, and his acknowledgment that Frank Costello was a sinister 
influence therein, he has been on terms of intimate friendship with 
persons who were close friends of Costello. Many of his intimate 
friends were also close friends of racketeer Joe Adonis. He has 
appointed friends of both Costello and Adonis to high public office. 

5. During Mr. O’Dwyer’s term of office as district attorney of 
Kings County, between 1940 and 1942, and his occupancy of the 
mayoralty from 1946 to 1950, neither he nor his appointees took any 
effective action against the top echelons of the gambling, narcotics, 
water-front, murder, or bookmaking rackets. In fact, his actions 
impeded promising investigations of such rackets. His defense of 
public officials who were derelict in their duties, and his actions in 
investigations of corruption, and his failure to follow up concrete 
evidence of organized crime, particularly in the case of Murder, Inc., 
and the water front, have contributed to the growth ‘of organized 
crime, racketeering, and gangsterism in New York City.4 

6. The pattern of connections between crime and politics is well 
established in New York City, certain counties of northern New 
Jersey, and Saratoga. A great deal remains to be done by public 
officials and the citizens of these areas to alter the basic pattern. 


ANALYSIS OF THE CITY STORIES 
THE SYNDICATION OF CRIME AND THE MAFIA 


The structure of organized crime today is far different from what it 
was many years ago. Its power for evil is infinitely greater. The 
unit of organized crime used to be an individual gang consisting of a 
number of hoodlums, whose activities were obviously predatory in { 
character. Individual gangs tended to specialize in specific types of ' 
criminal activity such as payroll, or bank robbery, loft, or safe 
burglary, pocket picking, etc. These gangs normally confined their 
activities to particular areas of the country or particular communities. 
Occasionally their activities were aided and abetted by law-enforce- 
ment officials. The crooked sheriff who aids the outlaws is as much 
of a stock character as the fearless “law man” who makes justice 
triumph. 
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New types of criminal gangs have emerged during prohibition. The 
huge profits earned in that era together with the development of 
twentieth century transportation and communication, made possible 
larger and much more powerful gangs, covering much greater territory. 
Organized crime in the last 30 years has taken on new characteristics. 
The most dangerous criminal gangs today are not specialists in one 
type of predatory crime, but engage in many and varied forms of 
criminality. Criminal groups today are multipurpose in character 
engaging in any racket wherever there is money to be made. The 
modern gang, moreover, does not rely for its primary source of income 
on frankly predatory forms of crime such as robbery, burglary, or 
larceny. Instead the more dangerous criminal elements draw most of 
their revenues from various forms of gambling, the sale and distribu- 
tion of narcotics, prostitution, various forms of business and labor 
racketeering, black-market practices, bootlegging into dry areas, etc. 

The key to successful gang operation is monopoly of ‘illicit enter- 
prises or illegal operations, for monopoly guarantees huge profits. In 
cities that gangland has organized very well, the syndicate or the com- 
bination in control of the rackets decides which mobsters are to have 
what rackets. In cities which have not been well organized, the at- 
tempt by one mobster to take over the territory or racket from another 
mobster inevitably breeds trouble, for modern gangs and criminal 
syndicates rely on ‘‘muscle’”’ and murder to a far greater degree than 
formerly to eliminate competitors, compel cooperation from reluctant 
victims, silence informers, and to enforce gangland edicts. 


CRIMINAL ORGANIZATION LIKE BUSINESS ORGANIZATION 


Modern crime syndicates and criminal gangs have copied some of 
the organizational methods found in modern business. They seek to 
expand their activities in many different fields and in many different 
geographic areas, wherever profits may be made. We have seen 
evidence of the operation of the Costello-Adonis-Lansky crime syndi- 
cate, whose headquarters is in New York, in such places as Be rgen 
County, N. J., Saratoga, N. Y., Miami, Fla., New Orleans, Nevada, 
the west coast and Havana, Cuba. We have seen evidences of 
operations of the other major crime syndicate, that of Accardo- 
Guzik-Fischetti, whose headquarters is in Chicago, in such places as 
Kansas City, East St. Louis, Miami, Nevada, and the west coast. 

Some indication of how modern crime syndicates operate and how 
they open new territory is apparent from the facts described under 
the city story of Chicago elsewhere in this report in relation to the 
extraordinary testimony of Lt. George Butler of the police depart- 
ment of Dallas, Tex. Lieutenant Butler was approached by a 
member of the Chicago mob by the name of Paul Jones. According 
to Butler, Jones stated that he was an advance agent of the Chicago 
crime syndicate and was prepared to offer the district attorney and 
the sheriff $1,000 a week each or a 12%-percent cut on the profits 
if the syndicate were permitted to operate in Dallas under ‘“‘com- 
plete protection.” Jones also stated that syndicate operations 
were conducted by local people who “front’’ for the Chicago mob. 
The syndicate, according to Jones, controlled such cities as St. Louis, 
Kansas City, New Orleans, and Little Rock. In addition the syn- 
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dicate had connections in every large city, and if Jones ran into 
trouble anywhere, money and help would be forthcoming. 

Lieutenant Butler advised his superiors, and on instructions, 
played along with Jones and indicated that the Dallas police were 
interested in his propositions. Jones, therefore, brought Pat Manno, 
a notorious Chicago syndicate mobster and a partner of Guzik and 
Aceardo, who was labeled as the fifth man in the syndicate, to Dallas 
to talk matters over with Butler and Sheriff Guthrie, who had been 
apprised of the situation. Recordings of the conversation between 
Lieutenant Butler, Sheriff Guthrie, Manno, and Jones were made. 
Manno stated that he had been in the policy business in Chicago for 
17 years and was interested in opening up operations in Dallas. He 
stated that the Chicago syndicate was definitely interested in coming 
into Dallas and that he, as representative of the syndicate, was looking 
the town over to see if they could operate it in collaboration with the 
police. The work of the Dallas Police in this connection was most 
commendable. 

There are many other criminal gangs and criminal groups through- 
out the country that have more than a local importance. For instance, 
the Kleinman-Rothkopf-Polizzi group has operated in many different 
Ohio counties as well as in the Newport and the Covington area of 
Kentucky, in Nevada, and in Miami, Fla. Members of the Detroit 
gang have operated in Miami, Saratoga, and Kentucky. Individual 
gangsters and gangs in different parts of the country have also fre- 
quently worked in close and profitable relationship with each other, 
particularly in gambling casinos where often members of several gangs 
participate on a. systematic basis. Outside gangs coming into an area 
will often use local hoodlums and local gangs. 

It is apparent, as Narcotics Commissioner Anslinger testified before 
the committee, that the leading figures in organized crime do business 
with each other, get together in places like Miami and Hot Springs and 
on occasion do each other’s dirty work, when a competitor must be 
eliminated and an informer silenced, or a victim persuaded. Com- 
missioner Anslinger did not think that the activities in one part of the 
country occur as a result of instructions given in other parts of the 
country as a general rule. In some cases “it is pretty well organized 
in that particular way but I wouldn’t say that one section of the 
country controls another section.” What happens, Mr. Anslinger 
testified, is that leading mobsters throughout the country “confer 
together or talk to each other, deal with each other.”” He agreed with 
Mr. Halley’s characterization that “they confine their dealings pretty 
well to the family.” 

As we have seen one of the major areas in which leading gangs 
cooperate is in enforcing each other’s edict, silencing informers, 
persuading potential victims through intimidation, violence, and 
murder. It is obviously far more difficult for local law enforcement 
officials to detect the work of outside gangsters than the products of 
their local talent. 

Modern gangland operations on any sizable scale cannot be carried 
on without protection. The gangs have unbelievable cash assets 
available for this purpose, moreover. Much of the moneys of criminal 
gangs and syndicates are invested in legitimate enterprises which 
presents special dangers to our economy and our people. 
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The Mafia, the committee is convinced, has an important part in 
binding together into a loose association the two major criminal syndi- 
cates as well as many minor gangs and individual hoodlums throughout 
the country. Wherever the committee has gone it has run into the 
trail of this elusive, shadowy, and sinister organization. Because of 
its importance to organized crime in this country, data on the Mafia 
will be presented in some detail. 


MAFIA ORIGINALLY HAD HIGH PURPOSE 


The Mafia was originally one of many secret societies organized in 
Sicily to free the island of foreign domination. The methods used for 
securing secrecy of operations, unity of command, intimidation and 
murder, and the silencing of informers, were adopted by a criminal 
group that became the Mafia after the Bourbons were driven from 
Sicily. 

According to historians and the most authentic research material 
available, the following is the history of the Mafia: 

The various secret organizations in Sicily were fused into a single 
group known as the Fratellanza or the “Brotherhood” which some- 
time later became known as the Mafia. Initiates and new members 
of this organization took solemn oaths never to reveal the secrets of 
the group under any circumstances and never to divulge the names 
of fellow members, even under torture. This secret association was 
organized in groups of 10 members. Each group had a leader. The 
group leaders were known to each other but not to the members of 
the various groups. The group leaders reported to the provincial 
chief who in turn reported to the supreme chief in Palermo, a very 
wealthy and influential man. 

This organization grew enormously in Sicily after 1860. Smuggling, 
cattle stealing, extortion, and shake-downs were its major criminal 
activities. The administration of justice was so openly defied by this 
organization that many attempts were made by law-enforcement 
agencies in Sicily to deal with it. Although many arrests were made, 
law-enforcement agencies found it extremely difficult to break the 
power of the Mafia. The arrested members of this organization would 
not talk. Witnesses of various crimes committed by members of the 
Mafia were intimidated and were afraid to testify. Political influence 
was used to protect Mafia members charged with crime. Good legal 
talent was always available for their defense. The various drives 
against the Mafia in Sicily which were made by Italian Governments 
from the 1870’s down to Mussolini’s time, were therefore largely 
ineffective in destroying the Mafia. However these drives had the 
effect of causing large numbers of Mafia members to migrate to the 
New World and many of them came to this country. 

As early as the 1880’s, New Orleans was the focal point of Mafia 
activity. According to Pasquale Corte, the Italian consul in New 
Orleans, large numbers of escaped Italian criminals settled there. 
These and other desperados grew rich and powerful upon the profits 
of robbery, extortion, assassination. Most of the victims were fellow 
countrymen who failed to pay the sums demanded by Mafia leaders. 

The Mafia in New Orleans overreached itself when it ordered the 
murder of a popular police officer, David Hennessy. After he was 
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murdered, a dozen Mafia leaders were arrested. None were con- 

victed after a trial marred by the intimidation of witnesses and jury 

fixing. The defendants, however, who had been held in jail on other 

charges, were lynched by a mob of aroused New Orleans citizens. 

After these lynchings the power of the Mafia in New Orleans was 

temporarily broken. : 
The Mafia became established in other cities besides New Orleans. : 

Moreover, like many other underworld organizations, it grew rich and . 

powerful during prohibition in the sale and distribution of alcoholic 

beverages. In addition both during prohibition and since that time 

this organization has entered every racket promising easy money. 

Narcotics, pinball machines, slot machines, gambling in every form 

and description are some of its major activities at the present time. 


MAFIA OPERATES BEHIND LEGITIMATE FRONTS i 


Many of the individuals suspected of connection with the Mafia 
operate behind legitimate fronts. The olive oil, cheese, and the export 
and import businesses are some of the favorite fronts for Mafia opera- 
tions. They offer a cover, particularly, for narcotics operations. 
They also help explain interstate and international contacts between 
persons suspected of Mafia connections. 

Mafia operations in this country have been described by the 
Narcotics Bureau as follows: 


It is almost inevitable that the Mafia should take an important part in American 
criminal rackets. Here is a Nation-wide organization of outlaws in a sort of 
oath-bound, blood-cemented brotherhood dedicated to complete defiance of the 
law. Where personal advantage or interests are concerned, here is a more or 
less permanently established network, an organized maze of underground con- 
duits, always ready and available when racket enterprise is to be furthered. The 
organization is such that a member in one part of the country can, with perfect 
confidence, engage in any sort of illicit business with members in any other 
section of the country. Most helpful to the Mafia has been the attitude on the 
part of many law-enforcement officers in connection with its murders. These are 
sometimes passed over lightly on the theory these cases are just hoodlums killing 
off one another and that it is not a matter on which to waste police time and 
energy. 


The ruthless elimination of competitors from enterprises which 
Mafia leaders decide to take over, the ruthless elimination of persons 
who have weakened in their Mafia loyalties, failed to carry out Mafia ’ 
orders, or who have informed against the Mafia, has left a trail of 
murder from Tampa to San Francisco. ‘This is well illustrated by the . 
following comments of the Narcotics Bureau: 


Joseph Sica and Alfred Sica of California are satellites of Anthony Rizzoti, 
alias Jack Dragna, and closely allied to members in New York and New Jersey 
from where they went to California several years ago. In 1949, a narcotics case 
was developed against the Sicas, principally upon the testimony of one Abraham 
Davidian who made purchases of narcotics from them, sometimes in lots costing 
more than $15,000. arly this year, while the case was pending for trial, Davidian 
was shot to death while asleep in his mother’s home in Fresno. 

Another west coast case of great importance was developed in 1944, This 
concerned a New York-California-Mexico smuggling ring in which Salvatore 
Maugeri and others were convicted. During the course of the investigation, a 
narcotics agent working undercover learned that one of the ring with whom he 
was negotiating, Charles “Big Nose” LaGaipa, of Santa Cruz, Calif., was in bad 
odor with some of his criminal Mafia associates. LaGaipa disappeared. He 
never has been found. His car was recovered with blood on the seat and brain 
tissue on the dashboard. 
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One Nick DeJohn, active in the narcotics traffic in Chicago, and Thomas Buffa, 
active in the narcotics traffic in St. Louis, transferred their activities to California. 
A short time later, evidently for trying to muscle in, both were killed. Buffa 
died from shotgun fire. DeJohn’s body was found in an automobile with wire 
twisted around the neck. 

A member of this combine named Ignazio Antinori went to Havana frequently 
to obtain narcotics for middle western members of this organization. The leader 
was Joseph DeLuca * * *. On one occasion, Antinori, in return for $25,000, 
delivered a poor grade of narcotic. The middle western group gave him 2 weeks 
in which to return the money. At the end of that period, having failed to make 


good, he was killed in Tampa by shotgun fire in 1940. Evidently the middle 
western group ordered the Tampa leader to do this job. Thereafter his two sons 
continued in the traffic. After considerable investigation, we arrested DeLuca, 
Antinori’s two sons, Paul and Joseph, and many others involved in 1942. The 
testimony of one of the defendants, Carl Carramusa, served to assure conviction 
of all defendants. The sentences meted out to these vicious murderers were 
shockingly low. In the case of Joseph DeLuca, who got 3 years, the court ordered 
that he not be deported on recommendation of the district attorney. After the 
leader, DeLuca, had served 1 year, he was paroled. Carramusa had moved to 
Chicago to escape vengeance by the combine. One morning, in 1945, as he was 
repairing a tire in front of his home, he was killed by a shotgun blast before the 
eyes of his 15-year-old daughter. His murder remains unsolved, but it unquestion- 
ably was the work of the Chicago members of the combine on orders from the 
Kansas City group. The neighbors of Carramusa who could have furnished 
information remained silent because of fear. This is the same pattern which 
follows all of their activities. Witnesses in narcotic cases against members of this 
combine refuse to testify knowing that they will be marked for death. 


DIFFICULT TO OBTAIN RELIABLE MAFIA EVIDENCE 


The committee found it difficult to obtain reliable data concerning 
the extent of Mafia operation, the nature of the Mafia organization, 
and the way it presently operates. One notable concrete piece of 
evidence is a photograph of 23 alleged Mafia leaders from all over the 
United States, arrested in a hotel in Cleveland in 1928. When 
arrested, the group possessed numerous firearms. Among those 
arrested were Joseph Profaci of New York, Vincent Mangano of 
New York, and ‘‘Red”’ Italiano of Tampa. Profaci, who is considered 
by the experts to be one of the top leaders of the Mafia, was ques- 
tioned about this meeting at a closed committee hearing. At first, 
he asserted that he was in Cleveland in connection with his olive-oil 
business. Then after admitting that he had no olive-oil business in 
Cleveland before 1935 or 1936, he was unable to give a satisfactory 
explanation of his presence at the Cleveland convention. 

Almost all the witnesses who appeared before the committee and 
who were suspected of Mafia membership, either denied that they 
had ever heard of the Mafia, which is patently absurd, or denied 
membership in the Mafia. However, many of these witnesses 
readily admitted knowledge of and associations and friendships with 
suspected Mafia characters in other parts of the country. A notable 
exception is Tony Gizzo, who testified in a closed hearing that he had 
heard that James Balestrere was the leader of the Mafia in Kansas 
City. Gizzo changed his testimony at the open hearing. Another 
notable exception is Philip D’Andrea who said that the Mafia was 
freely discussed in his home when he was a child, and that he under- 
stood it to be a widely feared extortion gang. On the basis of all the 
evidence before it, plus the off-the-record but convincing statements 
of certain informants who must remain anonymous, the committee is 
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inclined to agree with the opinion of experienced police officers and 
narcotics agents who believe: 

1. There is a Nation-wide crime syndicate known as the Mafia, 
whose tentacles are found in many large cities. It has international 
ramifications which appear most clearly in connection with the 
narcotics traffic. 

2. Its leaders are usually found in control of the most lucrative 
rackets in their cities. 

3. There are indications of a centralized direction and control of 
these rackets, but leadership appears to be in a group rather than in a 
single individual. 

4. The Mafia is the cement that helps to bind the Costello-Adonis- 
Lansky syndicate of New York and the Accardo-Guzik-Fischetti 
syndicate of Chicago as well as smaller criminal gangs and individual 
criminals throughout the country. These groups have kept in touch 
with Luciano since his deportation from this country. 

5. The domination of the Mafia is based fundamentally on “‘muscle” 
and “murder.” The Mafia is a secret conspiracy against law and 
order which will ruthlessly eliminate anyone who stands in the w ay 
of its success in any criminal enterprise in which it is interested. It 
will destroy anyone who betrays its secrets. It will use any means 
available— political influence, bribery, intimidation, etc., to defeat any 
attempt on the part of law -enforcement to touch its top figures or to 
interfere with its operations. 

The Mafia today acts closely with many persons who are not of 
Sicilian descent. Moreover, it must be pointed out most strongly 
that the Mafia group comprises only a very small fraction of a per- 
centage even of Sicilians. It would be most unfortunate if any 
inferences were erroneously drawn in any way derogatory to the vast 
majority of fine law-abiding citizens of Sicilian and Italian extraction. 


THE ROLE OF THE WIRE SERVICE IN ORGANIZED CRIME 


In our second interim report we stressed the great importance of 
the race wire service as a lever which makes it possible for organized 
criminal syndicates to gain a foothold in every community in the 
country. Bookmaking provides the richest source of revenue from 
gambling operations and the wire service, which transmits up-to- 
minute information about racing news, is essential to big-time book- 
makers. A bookmaker who does not have the wire service cannot 
compete with one who has. The wire service is as essential to a book- 
maker as the stock ticker to a stockbroker. It is because of this 
importance of the wire service to the bookmakers that the organiza- 
tion which controls the wire service can, in effect, control bookmaking 
operations. It has bookmakers at its mercy and it can charge what 
the traffic will bear. Thus, the characteristic of wire service distribu- 
tion is the great disparities in the prices charged for similar types of 
service. Bookmakers are charged vastly different rates than the few 
legitimate users of the wire service, such as the newspapers. Book- 
makers are frequently compelled to pay a fixed percentage of their 
profits to distributors of the wire service, whereas the few legitimate 
users pay only nominal sums. 

In view of the great importance of the wire service to bookmaking 
operations, throughout the country, and in view of the fact that the 
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wire service is one of the means whereby organized crime siphons off 
the lush returns from bookmaking, the committee feels that it is neces- 
sary to retell the story of the Capone mob’s influence on the wire 
service which appears in its second interim report. 


CONTINENTAL PRESS SERVICE A MONOPOLY 


As stated in that report, the committee is of the opinion that the 
Continental Press, which has a monopoly of the transmission of gam- 
bling news throughout the country, is not fully controlled by Edward 
McBride, its nominal owner, or by Thomas Kelly, its general manager 
but is substantially influenced by the gangste rs who constitute the 
Capone crime syndicate. As a corollary, the Capone syndicate has 
the power to dominate bookmaking operations of any size throughout 
the country. 

The racing wire news service first assumed importance under the 
ownership of M. L. Annenberg, some 30 years ago. Annenberg had 
been circulation manager for ‘several large me tropolitan newspapers 
and had likewise interested himself in the distribution of rac ing news 
publications known as scratch sheets. These scratch sheets contained 
information with respect to various aspects of horse racing which was 
intended to guide prospective bettors. 

He conceived the idea of establishing a telegraphic news service 
which would carry over the wires fast and accurate information on 
racing for bookmakers and, with the big daily news distribution loops 
as his model, set up his own method of racing news coverage. 

In the days when Annenberg, now deceased, was building news- 
paper circulations, competition between daily papers in metropolitan 
areas was intense. It was the era when newspapers were numerous. 
Since then many have become defunct and many others have been 
merged. The fight for circulation was a rough-and-tumble affair. 
Often violence was resorted to in order to cut down the circulation 
of a rival journal. Obviously many of those who participated in the 
circulation wars were strong-arm individuals to whom street brawls 
for control of newsstands and distribution outlets were everyday 
affairs. 

To obtain the news from race tracks was the first problem of the 
new wire service. Some track owners were willing to sell the exclusive 
privilege of reporting from their enclosures to the news service which 
Annenberg named Nationwide News Service. However, some tracks 
were unwilling to cooperate and here it was necessary for the news to 
be purloined. For this purpose it was only natural for Annenberg to 
employ some of the individuals who had been associated with him 
in the newspaper-circulation wars. Crews were formed to telegraph 
racing information from some point near the track, if not inside it, 
to a central location in Chic “ago, whence it was relayed to other dis- 
tribution points in the various States. From these latter subcenters 
of distribution local distributors furnished it to bookmakers. 

Annenberg and his principal associates, including James A. Ragen 
Sr., not only controlled Nationwide in Chicago, they also apparently 
owned controlling interests in the suboutlets which in turn purveyed 
the racing information to the bookmakers. The profits accruing to 
the owners of this system were enormous. 
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ONE SUBDISTRIBUTOR TYPICAL OF ALL 


In view of its limited time and facilities, this committee was unable 
to study exhaustively the various subcenters that constituted the 
provincial capitals of the old Annenberg empire but to complete its 
study it was considered necessary to make a detailed investigation of 
one typical point and for this purpose the committee selected the 
Pioneer News Co. of St. Louis, a relict of the old Annenberg dis- 
tributorship. 

The testimony shows that Annenberg, Ragen, and one Al Kruse of 
Chicago owned 50 percent of the stock of Pioneer News Co. when 
the latter was an affiliate of Nationwide. 

Their participation in the business was not active but another 
Nationwide associate, William Molasky, who then lived and still lives 
in St. Louis, was their respresentative on the spot. There came a 
time in 1939 when Annenberg divested himself of all his interest in 
the racing wire news service, at about the time when the Internal 
Revenue Bureau opened an investigation into his income tax returns, 
and the Department of Justice began investigating his monopolistic 
control of the wire service. Molasky purchased the entire Annenberg 
interest in Pioneer News Co. for $1; its actual value had no relation to 
the nominal purchase price. 

Annenberg’s dissociation with the racing wire news service was 
complete. He did not attempt to sell it to anyone or to realize any 
salvage from it; he simply walked out. 

At that same time Ragen was also under indictment for violation 
of income-tax regulations. Ragen turned to an old friend, an asso- 
ciate of the newspaper war days, Arthur B. McBride of Cleveland. 
McBride was, like Ragen, a veteran of the vicious street battles for 
newspaper circulation. Moreover, Ragen’s man Friday, Thomas 
Kelly, had been married to McBride’s deceased sister. 

It is one of the amazing aspects of this whole story that without 
any break in the service, without any dislocation of the facilities 
used in the entire process of obtaining racing information, legitimately 
or illegitimately, from the race tracks and without any disruption in 
its distribution, one man stepped out of this complicated business and 
another man took it over without any formal transfer or without the 
passing of a single dollar. 

It is hardly believable that no one else made any attempt to acquire 
the race news wire service either by purchase or by force. It happened 
just that way. The old management closed the door and a new man- 
agement walked in and sat down and started operating. 


ARTHUR B. M’BRIDE TAKES OVER 


McBride, in his testimony before the committee, said he believed 
that without him the organization would have fallen apart. But 
his testimony is also on record to the effect that when he went into 
the wire service he knew nothing about it, had no time to devote to 
it and that if, at Kelly’s asserted plea, he did go into the business, it 
would have to be run by Kelly and Ragen. 

From McBride’s testimony, the committee finds it hard to discern 
just how he was indispensable to the conduct of the racing wire 
service. McBride said that it was necessary for him to provide the 
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original working capital of $20,000 but this does not appear to be 
convincing because $20,000 in the operation of the new racing wire 
service which was given the appellation Continental Press Service 

appears to have been small money. As a matter of fact, McBride got 
his $20,000 back out of net profits before 2 weeks had elapsed. It was 
also apparent that Ragen could have put that amount up out of his 
own pocket or could have borrowed it without any difficulty 
whatsoever. 

McBride testified that the only reason he went into the business was 
to help his brother-in-law, Kelly, and another old friend, Ragen. It 
was suggested by counsel for the committee that he could have loaned 
Kelly $20,000 and allowed Kelly to become the owner of the business 
but McBride said that he did not feel Kelly was sufficiently seasoned 
in business to be trusted with a loan of that size—this despite the fact 
that McBride had loaned similar amounts to known gangsters on at 
least two occasions and also despite the fact that when he did take the 
business over he had to trust Kelly to run it. 

McBride stayed in Continental until 1941. Then he sold out to 
Ragen. 

The story continues with Ragen and Kelly operating Continental 
until 1943 when McBride says Ragen came to him and said that he 
simply had to have McBride or a member of McBride’s family in 
the organization. Nobody has given a clear reason for this because 
McBride, in his testimony before the committee, said that he had not 
learned anything further about the business up to that time and he 
had neither the energy nor available time to give to it. 

McBride had a son, Edward, who at that time was overseas with 
the Armed Forces. Obviously Edward could not give any attention 
to the business. But for him McBride purchased a one-third interest 
for $50,000 which was paid out of McBride’s share of the profits. 
Why McBride had to be brought into a business which was operating 
successfully and did not need capital is obscure unless it was to make 
available to the business such advantages as might result from Mc- 
Bride’s powerful connections with John Angersola (King) and other 
important leaders of the underworld in Cleveland. 

Continental Press Service continued to operate without serious 
trouble until about 1946. During this period Ragen and McBride 
operated it as partners and there is no indication on the record that 
during this period it was dominated by any out-and-out gangster 
element although, beyond any doubt, Continental Press ‘enjoyed 
amicable relations with the gangsters who were building up large-scale 
bookmaking operations in the bigger cities of the country. 


CAPONE GANG STARTS MUSCLING IN 


It was in 1946 that trouble began. 

The first eruption came in California where Mickey Cohen and Joe 
Sica, undoubtedly acting on behalf of Jack I. Dragna, a leader of the 
Mafia in California, entered the premises of Russell Brophy, who was 
in charge of the local distribution agency for Continental. Brophy, 
incidentally, is Ragen’s son-in-law. Sica is a reputed member of the 
Mafia under indictment on a narcotics charge; his trial has been 
delayed because the chief witness against him was r recently mysteri- 
ously murdered. Brophy took a beating from the two hoodlums, At 
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about the same time, back in Chicago, Ragen himself was having 
serious trouble with the R. & H. Publishing Co., a subdistributor of the 
racing news service controlled by the local Capone syndicate which 
was stealing news from Midwest News Service, a controlled distributor 
of Continental. R. & H. serviced several hundred bookmakers from 
Chicago. R. & H., which was operated by Hymie Levin, Phil Katz, 
and Ray Jones was actually controlled by Tony Accardo, Jacob 
Guzik, and the Chicago syndicate. 

Ragen threatened to tell what he knew about the Chicago mob to 
the Federal Bureau of Investigation and also threatened to report 
R. & H. to the Federal Communications Commission so that the sub- 
distributor would be forced out of business. He made a number of 
attempts to get R. & H. out of the business, saying that the wire service 
could not tolerate the gangster element or it would itself be put out of 
business. 

Ragen offered to buy out R. & H. but he would not pay the enormous 
price that the gang set as the consideration for their elimination. 
The syndicate in turn appears to have been anxious to ease Ragen out 
and to take over the entire wire service, and thereby gain control over 
every handbook in the country. 

Then, from nowhere, suddenly appeared a new racing information 
distribution service known as Trans-American Publishing & News 
Service, Inc. 

One of Trans-American’s first customers was R. & H. which with- 
drew from the Continental Press set-up. Heading Trans-American 
were three nonentities, not one of whom had any address or stature 
in gangdom. ‘Two of them, Pat Burns and his son, Andrew, were 
former employees of Continental who had been lured away by Trans- 
American for the new set-up. One of the three was Ralph O’Hara, a 
minor gangster of Chicago. All were officers and stockholders of the 
new corporation but none had the capital necessary to embark on this 
costly venture. O’Hara was a witness before the committee in 
Chicago. The books and records of Trans-American were supposed 
to be in his custody, but many of them proved to be missing. But 
from those that were available it would appear that in its first year’s 
operation Trans-American lost about $200,000, most of which was put 
up by R. & H. Publishing Co. Other gangster-dominated customers 
provided financial support by loans or advances for service. 

In addition to the huge “loans” from R. & H., Trans-American 
received a “loan” of $12 000 from Benjamin (Bugsy) Siegel, who at 
that time had a monopoly of the bookmaking and wire-news service in 
Las Vegas. Hoodlums in various parts of the country furnished 
support to Trans-American’s operation, and among those who pro- 
vided money was William (Butsy) O’Brien, who had formerly con- 
trolled the racing-news service for Continental in the State of Florida 
and who continued throughout Trans-American’s operations to give 
support to Continental, thus playing both ends against the middle. 
Many handbooks hedged by subscribing and paying for service from 
both the Continental and Trans-American systems. 


TRANS-AMERICAN EXPANDS ITS ACTIVITIES 


Trans-American made no attempt to operate directly in St. Louis; it 
utilized one of the partners in Pioneer News Service to work from the 
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Illinois side of the Mississippi in East St. Louis, thus competing 
directly with Pioneer. In Kansas City, Trans-American was directed 
and operated by four of Binaggio’s henchmen, who included two 
notorious Mafia members with outstanding records for violence. 
They operated independently for a few days and then moved into the 
office of Continental which they took over lock, stock, barrel, and 
personnel. The Kansas City group spread its wire-service tentacles 
out into a number of neighboring States, including lowa, Nebraska, 
and Colorado, taking with it Continental wire outlets and utilizing 
them for Trans-American set-up. 

Police officials in the cities involved confidently anticipated that 
there would be considerable violence but the outburst did not reach 
the height which they expected. It is possible that the reason for 
this is that before local violence became too acute Ragen, the head 
of Continental Press Service, was assassinated in Chicago in a fashion 
typical of gangland. 

A few weeks prior to his slaying, he had gone to the district attorney 
of Cook County, Ill., and had made a very lengthy statement saying 
that his life had been threatened and he fully expected the threats 
to be carried out. If he were killed, he said the probable killers would 
be Accardo, Guzik, and Murray (‘The Camel’’) Humphreys, the top 
echelon of the Capone syndicate. Ragen said that the Capone syn- 
dicate wanted to be cut in on Continental and that he was resisting 
with all his might even though his life was thereby endangered. 
Ragen’s statement to the district attorney of Cook County is a part 
of the record of this committee. It is corroborated, at least in part, 
by the testimony of Dan Serritella, Jake Guzik’s partner in the 
Capone syndicate’s scratch sheet. 

After Ragen’s death, active management of Continental was taken 
over by Tom Kelly; Kelly and McBride arranged to buy the two- 
thirds interest in Continental which belonged to the estate of Ragen 
and the latter’s son. ‘Title was taken in the name of Edward Mc- 
Bride, Arthur McBride’s son, but Edward had no part in the negotia- 
tions and was not present except when the papers were executed. 
Edward McBride thus became the sole owner of Continental. He 
remained in Florida where he was attending law school and had 
absolutely nothing to do with the management of the company. 
When questioned at a committee hearing he could not even recite 
elementary facts about the important personnel of his news trans- 
mission system but had to refer to his uncle or to his counsel for the 
replies. It is obvious that, although he now owns Continental Press 
of record, he knows nothing whatever about its operation or manage- 
ment. 

The acquisition of Continental by McBride’s son had a mysterious 
paralyzing effect on the hostilities between Continental and Trans- 
American. Like the Arabs in the poem, Trans-American quietly 
folded its tents and silently withdrew from the scene—just at the 
point, according to the testimony of Kelly of Continental Press, 
where the latter seemed doomed to be forced out of business. 

As an illustration of the effects of the wire service warfare, it is 
interesting to note that John J. Fogarty, Continental distributor in 
New Orleans, was forced into a partnership with two brothers of 
Carlos Marcello, reputed Mafia leader in Louisiana, who was an 
associate of Joe Poretto, Trans-American’s representative. 
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TRANS-AMERICAN MOBSTERS DODGE SUBPENAS 


Although the most diligent efforts were made, the committee was 
unable to serve subpenas on any of the persons connected with R. & H: 
Publishing Co. It did obtain the presence of Ralph O’Hara, the head 
of Trans-American, but he refused to answer any questions whatso- 
ever about the business on the ground that his answers would tend to 
incriminate him. He did not change his attitude when it was pointed 
out to him that the McBrides and their counsel insisted that the 
Continental operation, parallel in all respects to that of Trans- 
American, was wholly legitimate and in no way in violation of any 
law. Kelly and McBride insisted in their testimony that Trans- 
American discontinued doing business on its own initiative and not as 
a result of any deal. 

After Trans-American folded, Continental’s distributor, Illinois 
Sports News, took back into its employ one Pat Burns and his son 
and daughter, both of whom had walked out on Continental to take 
jobs with Trans-American. Why Continental gave reemployment 
to these persons, with substantial salaries, and others who had left 
to go into the employ of its competitor has not been satisfactorily 
answered. Nor has any convincing explanation been given as to 
why Continental then gave racing wire service in Kansas City to the 
same group who in effect had stolen the local outlets of Continental 
for Trans-American. In fact, the Mafia operators who took over the 
Reliable News Service in Kansas City received much better terms 
than the old wire service in that city had received from Continental 
before the fight and certainly got better terms than other distributors 
in various cities who had not fought Continental but who are not 
connected with the Mafia or the Capone gang. R. & H. in Chicago 
encountered no difficulty in contracting for service with Illinois Sports 
News on terms far more profitable than those given to another racing 
service distributor in Chicago who had no connection with either 
Mafia or the Caponites. R. & H. paid $750 a week for its service, 
whereas its competitor, Midwest News Service, a long-time and loyal 
subscriber of Illinois Sports News, for precisely the same service, 
paid between $4,000 and $5,000 a week. The owners of Illinois 
Sports News failed to give convincing testimony to the committee 
in explanation of the reason why R. & H. was given such a preferential 
rate in the light of their statements that for years R. & H. had stolen 
news from the Continental system. The owners of Illinois implied 
that the theft of news was a costly expense to R. & H. and after the 
cessation of the Trans-American Co., Illinois would have a great 
competitive advantage over R. & H. if they had refused to sell 
R. & H. service. It is of further significance that the usual practice 
of Illinois Sports News to investigate into the volume of business of 
its customers for the purpose of fixing the service rate was not resorted 
to in establishing the rate for R. & H. No satisfactory explanation 
was advanced by the owners of Illinois Sports News as to why it 
failed to request information from R. & H. as to the number of hand- 
book customers R. & H. intended to service and the rate R. & H. 
was to receive from these customers. In New Orleans, Continental 
made Marcello its distributor; on the west coast, Dragna was rewarded 
for his part in the fight with Continental by being given a contract at 
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$25,000 a year to steal news from the race tracks and send it into 
Continental’s headquarters for interstate distribution. 

In Florida, ‘“‘Butsy’”’ O’Brien held on to his distributorship for Con- 
tinental. The testimony taken by the committee in Florida shows 
particularly that it was not until after Trans-American took itself out 
of the picture that the Capone henchmen infiltrated the racing news 
service in that State. 


SERVICE TURNED OFF AND ON FOR 5S. & G. 


One of the most significant aspects of the racing-wire story in Florida 
was the manner in which service from Chicago was cut off from the 
S. & G. bookmaking syndicate and its operatives in order to force that 
syndicate to take into partnership the Capone gang whose front man 
was Harry Russell, a Chicago gambler and former partner of Tony 
Accardo. A representative of the Western Union Telegraph Co., over 
whose wires the racing news to Miami Beach was carried, testified that 
the cut-off was ordered by William (Butsy) O’Brien. 

Continental Press claimed that if all these things occurred, they were 
done by independent news-distributing companies to whom Continen- 
tal sells the news, but over whom it has no control. Continental, it 
is claimed, stands simon pure as a central news-distributing agency 
which does not steal news or deal with bookmakers or characters of 
the underworld. 

The facade of legality which Continental Press has erected for itself 
on the advice of eminent and learned counsel isasham. In a court of 
law, as a corporate structure, it might stand up. But this is all the 
more reason why the true facts must be called to the attention of the 
Senate. 

Continental Press is said to be owned by Edward McBride, a young 
man in his early twenties studying law in Miami, Fla. He knows 
nothing of its operations. Continental Press is operated by young 
McBride’s uncle, Tom Kelly, who says he simply sells a news service 
to Illinois Sports News, Inc., and he does not know, he says, what 
Illinois Sports News does with it thereafter. It is significant that 
Illinois Sports News hired Pat Burns and the other dissident Con- 
tinental employees back after Trans-American went out of business. 
It was Illinois Sports News that resumed business with R. & H. after 
Ragen was shot. Strangely enough, Illinois Sports News is operated 
by two other Kellys, the brother and son of Tom Kelly of Continental. 
The brother, George, admitted he knew little about the wire service 
and depended on Tom for advice and guidance. 

On the business side, Lllinois Sports News does not keep the con- 
siderable profits that it earns but it remits to Continental all of its 
net profit beyond a certain amount which has been agreed upon as 
a = payment to Kelly’s relatives for their services for running the 
outht. 

CONTINENTAL PULLS THE STRINGS 


Illinois Sports News is a dummy. It is a typical dummy, but it is 
not the only one of its kind. Everywhere this committee looked 
among the subdistributors of Continental it found other dummies 
which are captained and manned by former long-time affiliates of 
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the wire service chiefs and the Capone mob. They go through the 
fiction of stockholders’ meetings, of meetings of board of directors, of 
voting themselves salaries which, in terms of the huge returns that 
roll in from the wire service, are picayune—they pay themselves $90 
or $100 a week sometimes—and each year, by a solemn vote of the 
board of directors, arrange to pay into either Illinois Sports News or 
Continental Press everything that has come in over and above their 
actual operating expenses and these peanut salaries so that the sub- 
distributors make no profit and pay no dividends. There is nothing 
left, after easieensal Press gets its share, from which to pay any 
dividends. ‘The wire rooms of both Continental and Illinois are in 
the same building. The news is stolen from some tracks by track 
crews of Illinois Sports with equipment supplied by Continental. On 
other tracks, the news is stolen by crews of Continental. The entire 
wire service system is centered in the headquarters of Illinois Sports 
News in Chicago. 

Continental’s operators and counsel contended in the face of all 
this that these subdistributing companies are independent operators 
and that their actions are their own. On its face, this contention is 
almost insulting and can be rejected out of hand. In every case 
investigated by the committee the purpose of attempting to insulate 
Continental Press was clearly obvious. As an example, in the case 
of Howard Sports News, which operates out of Baltimore and is one 
of the most flagrant of Continental’s dummies, Continental wants to 
be isolated because Howard Sports News has for one of its functions 
the procurement of news from most of the race tracks. By the admis- 
sion of its manager, Kelly, and the assertion of its lawyers, Conti- 
nental has been very careful to divorce itself by every legal maneuver 
from any possible connection with activities as sordid as the stealing 
of news or selling the same to bookmakers who it cannot deny are 
engaged in an illegitimate business. 

n fact, the testimony is uncontroverted that Continental delib- 
erately set out to erect a business structure of such a kind that if its 
activities were ever questioned it would be able to defend itself with 
the half-truth that its news is sold only for a legitimate purpose. 
This fictional attempt at legality was attempted to be supported by 
distributors at the second er of the Continental set-up who had 
the temerity in their testimony before the committee to assert that 
they did not know they were selling their service to bookmakers. 


SELL NEWS TO BOOKMAKERS—-AND KNOW IT 


The efforts of the subdistributors to keep up the legal fiction sought 
to be established by Continental collapsed under persistent question- 
ing before the committee. The various distributors finally admitted 
that they sell racing news service to bookmakers and that they are 
fully aware that they are doing so. James Ragen told the State’s 
attorney that the sole purpose of the legal fiction was to give Conti- 
nental the appearance of not having too close a touch with the 
‘“‘undesirable ones.”’ 

Typical of the legal sham is the method by which the General 
News Service at Chicago was created. Prior to 1949 the Midwest 
News Service, a customer of Illinois Sports News, was owned and 
operated by James Frestel and Sylvester Farrell former employees 
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of Annenberg and minions of James Ragen. In 1947 Lllinois and 
Midwest merged to combat R. & H., George Kelly becoming a 
artner in the new company. As Midwest had always done, the 
Midwest-Illinois continued to service handbooks in the State of 
Illinois. In addition it enjoyed a profitable interstate business, 
subdistributing to handbooks and smaller distributors in many 
States. In January of 1949 the merger was dissolved by the sale 
of George Kelly’s partnership interest to John Scanlon who had 
influential connections with the syndicate. The other partners 
Farrell and Frestel became silent. All three avoided service of 
committee subpena. As part of the same transaction Midwest 
decided to dispose of its lucrative interstate business. Edward 
McGoldrick, a $70-a-week employee decided to buy. Being without 
funds he negotiated a loan for the purchase price of $3,000 from the 
house counsel of Continental without interest. To assist this young 
entrepreneur, Illinois Sports News granted him 2 weeks’ free service, 
the rate being $1,000 weekly. Net profit from the interstate cus- 
tomers was $1,500 to $1,800 per week. In no time the loan was 
repaid. Continental and Illinois provided the technical assistance 
and advice needed for operation of the new distributor. 

These second-level outfits also groped for a pretense at legality by 
offering highly favorable rates to any legitimate publication which 
would buy their services. For example, a New York newspaper with 
one of the largest circulations in the country pays no more than $30 a 
week for Continental’s news service, although other customers are 
billed as much as $5,000 a week for the same identical service. 

Here is another typical example testified to by William P. Brown, 
manager, operator, and owner of the controlling interest in the Pioneer 
News Service of St. Louis: 

Brown stated in his testimony that some customers pay about 
$100 a week for service and other customers of Pioneer pay as much 
as $350 a week for service. He was then asked, ““What is the differ- 
ence between the service given a $100 a week customer and the service 
given a $350 a week customer?”’, to which Brown replied, ‘Really 
none.” 

Question: ‘Really no difference whatsoever? Can you justify 
that difference?’”’ Answer by Brown: “No; I can’t.” 


FACADE OF LEGALITY A SHAM 


The committee believes that the facade of legality which was set up 
by Continental’s counsel with such great particularity must be re- 
jected. It must also reject the insulation erected between McBride 
and the ultimate customers of Continental’s service, the bookmakers, 
and, having rejected both of these factors, the inference becomes 
inescapable that Arthur B. McBride created a machine in which 
Edward McBride, through his agents, operates a racing wire service 
which is an integr al part of a Nation-wide system employing discrim- 
ination in service and price against various persons seeking to purchase 
a commodity. 

The conclusion is also inescapable that through agents and subagents 
McBride’s organization steals news from race tracks and supplies this 
news through direct and indirect channels to bookmakers operating in 
violation of the law throughout the country. Whether this consti- 
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tutes violation of local laws on the part of McBride is a matter for the 
determination of the courts in the respective States. The sole func- 
tion of this committee in respect to the circumstances is to ascertain 
the facts and to determine whether or not any Federal legislation or 
regulation is required. 

It also becomes inescapable, once the fiction of the divorce of 
Continental Press and McBride from the various distributors of Con- 
tinental’s news service, particularly in Chicago, has been rubbed out, 
that Arthur McBride is deliberately making a gift to the Mafia- 
affiliated Capone mob in Chicago of about $4,000 a week, which rep- 
resents the difference in price paid by the Capone-controlled R. & H. 
service and the price paid by their competitors in the same city. In 
Kansas City, the Mafia group operating the wire service receives 
largesse of several hundred dollars a week on the same comparative 
basis. It is also clear that in many other cities the Capone affiliates 
and the Mafia are now in control of the distribution of racing wire 
news with a resultant source of enormous profits and power over 
bookmaking. 

One final incidental fact may be noted at this point in connection 
with McBride: his interest in a Florida radio station whose license is 
now up for renewal by the Federal Communications Commission. 

As late as March 1951 when the attorney general of Florida released 
an interim report on the Florida “antibookie’’ law, interesting indi- 
cations of the continuing influence of the Chicago gangs were dis- 
closed in Florida phases of the wire service. When an investigator 
checked into the activities of William “Butsy’’ O’Brien, Continental’s 
Florida distributor for many years, he found none other than Alphonse 
“Sonny”? Capone, son of the late “Scarface”? Al Capone, printing 
bookie wall charts at O’Brien’s Graham Press in Miami. 


SYNDICATED BASKETBALL, FOOTBALL AND BASEBALL 
BETTING 


That horse race betting was not alone in the field of big-time 
gambling was emphatically brought out in the testimony of Sydney 
A. Brodson of Milwaukee, Wis., who appeared before the committee 
in Washington. Brodson is a sharp-eyed college graduate, with a 
law degree. His luck at picking winners on cards distributed by 
operators of football and basketball pools diminished his interest in 
the practice of law until, some 7 years ago, he engaged in the betting 
business on a full-time basis. 

Brodson established a small office in Milwaukee, setting himself up 
as a “food broker.’’ With the help of several assistants, he read as 
many as 100 newspapers per day for information which might have 
a bearing on the outcome of college football and basketball games. 
Brodson frankly admitted placing bets with bookies or other gamblers 
in some 20 States to the amount of $1,000,000 per year, dealing almost 
exclusively over the telephone. He used three phones in his office, 
one of which was listed under the name, “Get the Vote Committee.” 
Brodson readily conceded that in fact, this meant “get the bets.”’ 
Long-distance telephone calls cost Brodson $15,000 yearly. After 
deducting such expenses as the cost of his newspapers and an athletic 
handicapping service somewhat comparable to the wire service in 
horse racing, known as Gorham Press, in St. Paul, Minn., Brodson 
nets some $80,000 per year and has amassed an admitted net worth 
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of $250,000. Although Brodson maintained that he was not a 
“bookie,”’ it was evident from his description of his activities that 
there was little to distinguish between his practice of beating man to 
man after negotiating as to points given or taken and the practice 
of handbook betting where the odds are set at the track. 

Brodson explained that he maintained a lengthy list of individuals 
throughout the country who could be called and who would either 
accept his bets or channel them to bookies who would. Investigation 
established that Brodson himself could be called by individuals who 
wished to bet and would accept their play. Brodson had never met 
many of the individuals with whom he was betting daily but, through 
the mysterious grapevine of the gambling fraternity, was able to get 
in touch with them, determine their financial reliability and reputa- 
tion as to paying off, and thus, participate in a veritable network of 
athletic betting on a Nation-wide basis. In addition to his knowledge 
that these individuals were betting with him, Brodson knew that they 
were betting with one another. 

In straightening out their accounts at agreed periods, Brodson and 
those with whom he bet exchanged checks or cash through the United 
States mail and used Western Union wires. He said that sometimes 
he received as much as $1,000 in cash through the mail and had won 
as much as $20,000 on one bet. 

Of particular interest to the committee was the fact that the 
Milwaukee Police Department was aware that Brodson was gambling 
on a full-time basis and vigorously explored his activities, but was 
unable to establish—and Brodson verified the fact—that he made any 
bets with anyone in Wisconsin, thus avoiding prosecution at the local 
level. It seemed that Brodson thus had the correct legal answer to 
successful operation without fear of police interference without the 
necessity of arranging ‘‘protection,” Brodson betrayed what must 
have been a sense of self-degradation when he said: 

My wife has always brought pressure on me to get out of this thing and perhaps 
I should have abided by her advice. 

Brodson explained the “‘spread system’’ of basketball betting under 
which it is possible for a bookie to win both ends of bets on college 
basketball games if one team beats another by a score falling within 
the spread which may run from 2 to 7 points. Brodson readily con- 
ceded that this practice unquestionably contributed toward the cor- 
ruption of college basketball players who could be talked into control- 
ling the score of a game so that it ended within the spread and yet 
won the game for the school they represented. The transition from 
this stage of moral destruction in youth to the point where a player 
would accept money to throw the game completely became, there- 
after, relatively simple. 


COMEBACK MONEY 


As part of every major interstate bookmaking syndicate’s operation 
there is the apparent necessity to maintain agents in the vicinity of 
the major race tracks to handle the syndicate’s last-minute bets at 
the tracks. This practice is commonly referred to as the betting of 
“comeback money”’ possibly because some of the off-track, or illegal, 
handle is coming in to the mutuel machines. There are probably two 
reasons for these transactions: 
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1. The “comeback money” may represent large bets which illegal 
bookmakers are unable to “lay off’’ among themselves, bets which no 
one in the bookmaking organization desires to hold. 

2. Sending of large bets to the tracks reduces the odds on the horse 
involved so that if it should win the odds which the illegal bookmaker 
would have to pay would be considerably less than if the “comeback 
money” had not been placed and, too, such a bettor collects on the 
winning tickets at the track. Paradoxical as it may seem, these 
bookies’ bookies maintain that they hope that the horse selected by 
them for the betting of “comeback money”’ will lose. They explain 
that the procedure is merely a “balancing of their books’’ and, in many 
cases, because of the much larger amounts bet on other horses in the 
race, they maneuver themselves into a position where they cannot lose, 
no matter which horse wins. 

Those race tracks which are members of the Thoroughbred Racing 
Association frown on the handling of “comeback money”’ and refuse 
cooperation and use of track facilities to the agents of these betting 
commissioners. 

An official of the Thoroughbred Racing Protective Bureau explained 
the practice in terms of money this way: 

Let’s say a man goes to his bookie and bets $200 on a horse. The bookie 
knows that man normally is a $10 bettor, so he’s suspicious and to protect himself 
against a large loss he “lays off’’ part of that bet with a bigger bookie. 

The big bookie, in turn, might have an unusual amount of play on that same 
horse. He distributes some of his risk to commission houses in St. Louis, Chicago, 
Cincinnati, or Miami. The commission house is loaded with $20,000 worth of 


bets on one horse, let’s say. The horse is 10 to 1 and if it wins the commission 
house will lose $200,000. 

The commission house phones an agent at a gas station near the track and in- 
structs him to bet $5,000 on the horse. The odds promptly are knocked down 
to 3 to 1. If the horse wins the payoff on a $2 ticket will be $8 instead of $22, 
in addition to which the commission house collects on its $5,000 bet to help pay 
off on the $15,000 worth of bets it held. And, of course, they have all the money 
bet on other horses in the race. 


Naturally, they don’t lay off all the money because gambling is their business. 
If the horse loses they pocket the $15,000 they held minus the $5,000 they bet 
and meanwhile they’ve insured themselves against taking a terrific beating. 

In Washington hearings, three “comeback” men were heard: Fred 
Cogan, Richard Remer, and Joseph Uvanni. The first two were 
agents for Louis ‘‘Rosy” Rosenbaum, Newport, Ky., gambling mogul. 
Uvanni claimed to be an ‘independent contractor,” working for the 
James Carroll-John Mooney betting commission organization in the 
St. Louis area. 

Cogan explained that Rosenbaum paid him $150 a week to station 
himself at a telephone near a race track. Throughout the afternoon, 
he would remain in contact with Rosenbaum by telephoning collect to 
Rosenbaum’s Kentucky headquarters Cogan received money from 
Rosenbaum by Western Union money order and followed Rosenbaum’s 
telephonic instructions each race by going into the track and placing 
the amount of money ordered on the horse specified. Cogan admitted 
that it was necessary to replenish his funds frequently in view of the 
fact that, over any period of time, the come-back operation was a loss. 

Remer testified to similar operations for Rosenbaum with the 
notable exception that at one track on his circuit, Bowie, Md., special 
arrangements were made with some of the track officials. Remer was 
able to obtain the use of a telephone in the track office and thus save 
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the leg work of running from an outside telephone into the track for 
each race. At Bowie, too, it was possible to deposit a bank roll with 
the mutuel clerk against which he could bet until it was depleted. 
Remer also advised that the replenishment of this bank roll was 
necessary from time to time, indicating that the procedure was a 
constantly losing proposition. 

When Rosenbaum testified, he admitted that he used five telephones 
in a small office occupied by him in the name of the Nor ‘thern Kentucky 
Hospitalization Insurance Agency. Asked if it wasn’t a fraud to do 
business under the name of such an agency and not to sell hospitaliza- 
tion insurance, he retorted that it would be a fraud if he did sell the 
insurance. Rosenbaum estimated his telephone bill at $3,000 to 
$3,500 per month and the committee found, from telephone company 
records, that as many as 1,053 long-distance calls were charged to his 
telephones in 1 month. 

In 1947 and 1948, Rosenbaum admitted that he paid Federal income 
tax of approximately $200,000. He claimed that he had never been 
arrested in the Cincinnati-northern Kentucky area. He admitted 
taking lay-off bets from numerous bookies and also laid off himself 
occasionally to other large operators such as John Mooney in St. 
Louis. Jn order to accomplish the payment of the bets he maintained 
a checking account in the name of a relative who was directed to send 
out checks as required through the mails and deposit the incoming 
money in the account. 

The Carroll-Mooney come-back man, Joseph Uvanni, covered 
circuit of race tracks including those at New Orleans, Detroit, New 
Jersey, Nebraska, Colorado, and Kentucky. He said his operating 
bankroll was sent to him by Mooney, sometimes in the form of cash in 
registered letters, sometimes by cashiers’ checks, and sometimes by 
Western Union money orders. His expense arrangements were such 
that he had wide latitude in financing the facilities arranged by him for 
his operations near the tracks. In New Orleans, he paid the owner of 
a house near the Fairgrounds race track for an ostensibly private 
»hone. The committee found that it was listed under the name of 
Munez Collection Agency. 

L. Edward O’Hara, general manager of the Bowie race track, 
presented an interesting version of the Bowie race track attitude to- 
ward the comeback problem, He readily conceded that Bowie, under 
his direction, permitted the comeback men to operate with the bless- 
ing of management. He thought the comeback system was very 
similar to the practice of insurance companies in letting out their 
policies to other insurance companies. from the figures presented 
by Mr. O’Hara, it is possible to estimate roughly the scope of operation 
of these bookies’ bookies. Although Bowie is considered a minor 
track in racing circles, Norman Helwig, the comeback man of the 
Carroll- Mooney group, bet as much as $23,000 ina day. Helwig bet 
a total of $143,691 at the 10-day race meeting from November 18 to 
December 2, 1950. O’Hara estimated that the total comeback 
money taken in by the track from all of the comeback men there dur- 
ing this period was probably $500,000. O’Hara identified a check 
made out to John Mooney in the amount of $20,105 on the track 
account, which he said represented the money forwarded to Mooney 
at the conclusion of the 1950 season which Mooney had left on de- 
posit. O’Hara thought that stopping the comeback operations 
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would put a ‘‘crimp”’ in the operations of the big commissioners but 
would not make their operations impossible. 

There are these conclusions of great import to be drawn from this 
exposé of the technique of these i betting commissioners in trans- 
mitting their wagers to the tracks: 

1. It has been advanced that the major bookmaking syndicates 
would be seriously hampered, if not forced out of business, if the 
practice were effectively fought, either on a local level or by Federal 
intervention. 

2. The frequent, and in some cases almost exclusive, use of the 
channels of interstate commerce by the betting commissioners’ entire 
operation, including the transmission and reception of the original 
lay-off bets, messages, transmission of money, brands the practice as 
one which is somewhat insulated from attack by local law enforcement 
and possible fertile field for Federal help in policing those channels 
of interstate commerce. 


ILLICIT TRAFFIC IN NARCOTIC DRUGS 


The illicit narcotic drug traffic is an excellent example of a type of 
organized crime which is interstate and even international in nature. 
Considerations of time prevented the committee from giving to this 
problem the intensive attention which might be desired. However, 
sufficient testimony was obtained to give some indication of the nature 
and magnitude of this racket. 

In recognition of a serious and rapidly developing narcotic-addiction 
situation in this country, the first comprehensive Federal narcotic 
law was enacted in 1914. That was the so-called Harrison Act. This 
law uses the taxing power of the Federal Government to legalize the 
commerce in medicinal and other legitimate narcotics. By the same 
means it seeks to outlaw illicit traffic in opium and its derivatives and 
in the coca leaf and its derivatives (cocaine, etc.) 

Another important Federal law known as the Jones-Miller Act, 
or the Import and Export Act, was passed in 1922. This law sets up a 
system of import and export permits and limits import of raw material 
to medical needs; also by amendment in 1924, it outlawed the very 
dangerous opiate heroin in that it prohibited the importation of 
opium for the manufacture of this derivative. 

The Opium Poppy Act of 1942 was passed to insure against any 
practice of growing opium poppies here. 

Since, like the opium poppy, coca leaves are not grown in this 
country it is obvious that the raw material, both for the legitimate 
and for the illicit traffic in these narcotic drugs, must come from 
abroad. There is a tremendous excess of opium production through- 
out the world. The great bulk of this excess is consumed in Asiatic 
and Middle East countries where the opium habit is a form of dissipa- 
tion employed by large segments of the population. Some of this 
excess in one form or another is directed at markets in this country. 

The Federal agencies principally concerned with narcotic-law en- 
forcement are the Bureau of Narcotics and the Bureau of Customs, 
both under the Treasury Department. 

Enforcement of comprehensive Federal narcotic laws began about 
1915 and was intensified at the close of World WarI. This has been 
accompanied by much action at the State and local level in the way of 
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enforcing uniform State laws and city ordinances against the traffic. 
Along with law enforcement on a broad front there has been an active 
campaign spearheaded by the Government of the United States to 
restrict world opium production and to take such international action 
in the way of exchange of information as to shut off supplies of illicit 
narcotics to so-called victim countries such as the United States. 
Under this program there has been for a generation, up to and in- 
cluding World War II, a steady decline in the incidence of narcotic 
addiction in this country according to the United States Bureau of 
Narcotics. 

Prior to the beginning of narcotic-law enforcement in the United 
States it was estimated that there was one narcotic addict in every 
400 or 500 of the population. Surveys made about the beginning of 
World War II indicated that the rate had declined to less than 1 in 
3,000 and the Bureau of Narcotics reports further declines during 
the war years. Moreover, the Bureau estimates that the incidence 
is very much lower in certain localities such as Pennsylvania and 
Minnesota. A survey by the Bureau in Minnesota in July 1950 
showed only 1 addict in each 25,000 of the population.’ 

This drop in addiction was accompanied by a general rise in prices 
of illicit narcotics and by an increasing relative scarcity of the amount 
of narcotic drugs available to illicit traffickers. Several years before 
World War II the cocaine traffic, for all practical purposes, dis- 
appeared. This favorable trend in narcotic-law enforcement con- 
tinued until about 1948 which year was marked by a large influx of 
Peruvian cocaine into this country. This was coincident with the 
loosening of controls on cocaine in Peru. Active countermeasures in 
the way of convictions of several rings of smugglers in this country 
and corrective action by the Peruvian Government in that country 
have again greatly reduced the cocaine traffic.* 


HEROIN USE INCREASES ALARMINGLY 


However, coincident with the reappearance of cocaine, there began 
a trickle of heroin which gradually increased to stream proportions. 
Where heroin had been scarce it now appeared in increasing volume. 
In some areas where it had been absent for several years it could be 
found in the underworld. Much of this influx was absorbed by 
established narcotic addicts who were able to increase their daily 
intake. Some of it was used by new addicts who also commenced 
to appear in increasing numbers. A most disquieting feature is that 
in several localities, principally in large cities, a substantial proportion 
of the new addicts are young people, persons in their late ’teens and 
early 20’s. At the present time this phase of the narcotic problem 
is a matter of acute public interest and widespread alarm. In one 
city alone, a civic crime-prevention group, in its study of the narcotics 
problem, estimated that the value of property stolen annually to pro- 
vide the addicts with funds to buy dope is $60,000,000. 

There can be no doubt that the narcotic traflic is highly organized 
crime. Early in narcotic-law enforcement there was considerable 
diversion from legitimate stocks. Controls which were established 
with the cooperation of the drug manufacturers and the medical and 


1 Files, U. S. Bureau of Narcotics. 
4 Annual reports, U. 8S. Bureau of Narcotics 1947-48, Files, Bureau of Narcotics. 
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pharmacy professions have made diversion at the higher levels vir- 
tually nonexistent. (There was a wave of robberies and burglaries of 
pharmacy houses during World War II.) While there is some diver- 
sion at the addict level due to forgery and small thefts and a very few 
venal registrants, existing controls keep this at a stage relatively 
unimportant in the over-all enforcement picture. 

Therefore drugs for the illicit narcotic traffic must necessarily be 
smuggled from abroad. Prior to World War II, important sources 
for these were India, China, Japan, and Iran. Also in the 1920’s 
there was an enormous diversion from European drug manufacturers 
and drug production by clandestine plants there. Largely on the 
insistence of and through the leadership of the United States this was 
pretty well checked by energetic enforcement and multilateral agree- 
ments among the nations involved. 

Presently, a large flow of heroin is coming from Turkey where it is 
manufactured from excess opium production in that country and Iran. 
Also, a large amount of heroin has been coming from Italy lately as 
the result of diversion from medical stocks available by reason of 
allotments of heroin obviously excessive for alleged medical purposes. 
Cooperative American-Italian law-enforcement efforts plus action by 
the Italian Government in greatly reducing the amounts of heroin 
allotted for medical use may help solve this problem admittedly made 
difficult by the presence in Italy of numerous racketwise deportees 
from the United States now repatriated there. 

Testimony before this committee of one representative of the Bureau 
of Narcotics* is to the effect that the influx of heroin from Italy 
coincided with activity there of Salvatore Lucania (‘““Lucky’”’ Luciano) 
who was deported to Italy in February 1946. The United States 
Bureau of Narcotics learned that this deportee had left Italy and had 
arrived in Cuba late in 1946, reportedly for the purpose of using Cuba 
as a base for narcotic and other crimes. The Bureau asked the 
United States State Department to make representations to Cuba 
which resulted in the prompt banishment of Luciano to his native 
Italy in 1947, an excellent example of the necessity and value of inter- 
national cooperation in narcotics control.‘ 


TWO POUNDS OF DOPE MAY RETAIL FOR $100,000 


The profits of the illicit narcotic business are big. Calculated on 
the basis of the pure drug, a kilogram (approximately 2.2 pounds) of 
heroin costing the smuggler a few hundred dollars in Turkey may 
eventually bring approximately $50,000 to $100,000 or more at 
prices actually being paid in the narcotic traffic today (approximately 
$1,500 to $3,000 per ounce or more). ‘This, of course, is after the 
drug is adulterated to many times its volume.’ (Incidentally, despite 
the rise in addiction these fantastic prices may indicate a high effective- 
ness of law enforcement.) 

The lure of such proceeds is attractive to the conscienceless 
racketeer. At one time or another, a great many of the bigger inter- 
state racketeers in the United States have dipped into the narcotic 
traffic. This fact has made the files of the Bureau of Narcotics a 
veritable gold mine of information on interstate racketeers to the com- 
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4 Files, U. S. Bureau of Narcotics. 
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mittee’s investigators. In the 1920’s, for example, there thrived in 
Europe the Eliopoulos brothers, so-called drug barons of Europe,® 
who had access to the narcotic production of several chemical factories 
there. These men formed conspiracies with outstanding American 
racketeers such as ‘‘ Legs’? Diamond, the Newman brothers, ‘“‘ Dutch”’ 
Schultz, and others. 

Narcotics were shipped to United States ports generally concealed 
in cargo, sometimes in baggage, and from New Y ork were distributed 
throughout the length and breadth of the country. 

In the 1930’s the sinister power of ‘“Murder, Inc.” was injected into 
the illicit drug traffic. The case of Louis ‘Lepke” Buchalter, its 
leader, has often been described; however, it is so illustrative of 
interstate crime operations in the narcotic field that it will bear 
repeating here in brief: 7 

In the middle 1930’s, Buchalter emerged as the head of an extortion 
racket organization in New York. He maintained preeminence for 
some time by a practice of ruthlessly killing persons who did not 
accede to his racket demands. Possible witnesses to murders and 
his other crimes were also mercilessly eliminated. During the time 
of Buchalter’s preeminence certain long-established figures in the 
illicit narcotic traffic formed a conspiracy to smuggle drugs from 
Tientsin, China. This gang was headed by Jasha Katzenbe rg, Jacob 
Lvovsky, and several others. A cleve rly devised scheme to introduce 
narcotics was successful. These drugs were being smuggled into the 
port of New York at a rate estimated sufficient to supply the current 
needs of a fifth of the country’s then addict population. Buchalter 
had no part in the formation of this scheme, but when he heard of its 
success, he promptly declared himself to be entitled to one-third of 
the profits. The smugglers apparently felt they had no choice but 
to agree. The arrangement was not a total loss to them since it 
insured them the protection of the ‘‘muscle” of ‘“Murder, Inc.” against 
competitors and hijackers. 

When investigations by the Treasury’s Bureaus of Narcotics and 
Customs broke up this operation, Buchalter’s part was disclosed. He 
was placed on trial and convicted; then he pleaded guilty to additional 
narcotic offenses for which he received prison sentences totaling 12 
years. This blow shook the Buchalter empire. He subsequently 
was to be taken from the Federal penitentiary and made available to 
New York authorities for conviction on extortion charges and finally 
placed on trial with his first lieutenant, Emanuel “Mendy” Weiss, 
and another to be convicted for murder and electrocuted. 

The case of Emanuel “Mendy” Weiss,® Buchalter’s lieutenant, was 
an interesting variation. Unlike Buchalter, he was an active organizer 
of narcotic ventures. He was implicated in a smuggling case at 
Rouses Point in 1937 involving a large quantity of heroin but the 
case collapsed when the principal witness against him committed 
suicide by hanging himself in his jail cell. In May 1940, Weiss was 
indicted at Dallas, Tex., with 28 other persons comprising an organiza- 
tion distributing narcotics from New York to Chicago, Texas, and 
other places. All except five of these persons had long criminal 
records, several involving such evaranne crimes as robbery and 

6 1941 Annual Report, U. 8. Bureau of Narcotics. Files, U. Bure au of Narcotics. 


7 Annual Report, U. 8. Bure au of Narcotics, 1939, 1940, 1941, is 43, 1944. 
§ Annual Report U.S. Bureau of Narcotics, 1939, 1940, 1941. 
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murder. Weiss forfeited bond on the narcotics charges and became 
a fugitive when he learned of the pending murder charges against 
him and Buchalter. Later he was captured by narcotic agents and 
was turned over to the State of New York for murder prosecution. 
He was convicted and electrocuted with Buchalter. 

During World War II some of the United States narcotic traffic 
was supplied from Mexican sources where the opium poppy is illicitly 
grown. At the present time, the Mexican Government, according to 
the Bureau of Narcotics, is attempting to do a good job of narcotics 
policing, particularly with respect to opium. 


MARIHUANA NOW COMES IN FROM MEXICO 


There is, however, a tremendous flow of marihuana into this country 
from Mexico. 

The postwar revival of the narcotic traffic is now being carried on 
by the successors to the Diamonds, Buchalters, etc. It centers 
principally in New York from which city distribution is made to all 
parts of the country. The trend of the traffic seems to be to the 
smuggling of heroin in relatively small quantities. This is carried on 
either by international travelers or by seamen. The task of inter- 
cepting the drug at ports and borders is tremendously difficult due to 
the small bulk and high value of the product. (Many thousands of 
dollars’ worth of drugs can be readily concealed under the clothing of 
the smuggler.) 

This same consideration makes extremely difficult the catching of 
narcotic culprits once the contraband is successfully landed. Its small 
bulk, extreme portability, and ready destructibility make the catching 
of the narcotic criminal “with the goods’ a task of great practical 
investigative difficulty. This, according to the Bureau of Narcotics 
agents who testified, is particularly true in the light of the very 
strict requirements of the Federal courts in the matter of evidence. 

The Bureau of Narcotics has had particular occasion to deal with 
interstate crime organizations in specialized forms. One of these 
types was the Chinese tong, ostensibly a nationalistic, family, com- 
mercial or social type of organization. Some of these have been 
found to be perverted as covers for organized crime, particularly 
gambling and narcotics distribution. The Bureau of Narcotics 
reported ® that an investigation disclosed the use of a Chinese tong 
as a cover for a widespread narcotic traffic ranging through most of 
the large cities in the country. 

Originally most of the supplies for the tong members were obtained 
in New York from Mary De Bello, reputed wife of Tommy ‘The 
Bull’”’ Pennachio, aide to ‘Lucky’ Luciano. 

The Bureau also reports that there are indications that some tong 
organizations now are again active in the narcotic traffic. 

From the available information it appears that the narcotic traffic 
in this country after a slow but steady decline for a generation has 
recently shown a sharp upsurge. This is accompanied by an out- 
break of youthful addiction noted in many large urban centers. The 
major traffic appears to be in the hands of some of the most astute, 
wily, and desperate criminals who operate interstatewise. 


* Annual Report 1937, U. S. Bureau of Narcotics. 
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The identity of the criminal groups behind this rise in the dis- 
tribution and use of narcotics was the subject of testimony by field 
agents of the Bureau of Narcotics in Kansas City and New York. 

Particularly illuminating on this score was the testimony of Agent 
Claude A. Follmer, of the Kansas City office of the Narcotics Bureau. 
In that city, he said, traffic in illicit drugs involved “for the most 
part persons * * * banded together in a secret society known 
as the Mafia.’’ (A more detailed account of the criminal activities 
of the Mafia is to be found elsewhere in this report.) 

Follmer detailed a long list of police characters and traced their 
activities and associations across State lines into various sections of 
the country and even across national boundaries into foreign countries 
where they obtained their supplies of dope. 

Numerous suggestions for the suppression of the traffic in drugs 
were made by ‘these agents and their Chief, Commissioner Harry 
Anslinger, head of the United States Bureau of Narcotics. 

One of these is the proposal that more severe sentences be meted 
out to offenders against the narcotics laws. The average prison 
sentence for dope traffickers in Federal courts is under 2 years. 
Those charged with enforcement of the narcotics laws aver that these 
short sentences do not act as a sufficient deterrent. Both the United 
Nations and the League of Nations before its demise urged more 
severe sentences for offenders in this category. 

It is also apparent from the testimony that the present authorized 
strength of the Bureau of Narcotics is too low to cope adequately with 
the situation. Commissioner Anslinger testified that his present force 
consisted of 190 agents; before the war it was approximately 250. 
Obviously an increase in this working force is called for. 

Another phase of narcotics-law enforcement has to do with the 
comparative ease with which individuals known to have been asso- 
ciated with the dope racket and with other individuals in it are able 
to enter and leave the country almost at will. 

It would be effective if such persons, upon proper identification by 
the Bureau of Narcotics, could be restricted from international travel 
when their obvious purpose is either to meet others engaged in the 
nefarious business in other countries or where they might be suspected 
of arranging for further importation of narcotic supplies into the 
United States. 

The simple expedient of refusing a passport visa to such individuals 
would probably accomplish the purpose and would undoubtedly 
prevent such meetings as that Meyer Lansky testified he had with 
Charles “Lucky” Luciano in Cuba, and on another occasion in Italy. 

Also submitted by Commissioner Anslinger as worthy of study is a 
proposal that some centralized agency maintain a gallery of major 
interstate racketeers and that it systematically collect, correlate, and 
disseminate information respecting them. T he Treasury Department 
does this now with respect to major narcotic suspects. 

Often the operations of modern big-time racketeers are so diverse 
and so extensive, geographically, that few local law-enforcement 
officers can carry in mind a catalog of all of them. A device of this 
sort which would spotlight the operations of major criminals would 
prove most helpful. 
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INFILTRATION INTO LEGITIMATE BUSINESS 


One of the most perplexing problems in the field of organized crime 
is presented by the fact that criminals and racketeers are using the 
profits of organized crime to buy up and operate legitimate enterprises. 

This committee has no quarrel with the sincere efforts of men with 
criminal records who have seen the error of their ways and who now 
wish to earn an honest living by going into some type of legitimate 
business. The committee realizes that many men sow their “wild 
oats” in the form of crime, in their younger years, and then settle 
down to become decent citizens. This process of rehabilitation of 
offenders should be encouraged in every possible way. What the 
committee does object to, however, and what the committee finds is 
fraught with great danger to our country, is the extent to which 
gangsters and racketeers continue to pursue their vicious careers and 
invest the spoils of their illegitimate activity in legitimate enterprises. 

A gangster or racketeer in a legitimate business does not suddenly 
become respectable. ‘The methods which he used to achieve success 
in racketeering and gambling entegprises are not easily sloughed off. 
Thus, evidence was produced before the committee concerning the 
use of unscrupulous and discriminatory business practices, extortion, 
bombing, and other forms of violence to eliminate competitors and to 
compel customers to take articles sold by the mobsters. Monopoly 
is the key to big money in criminal activity. It is also sought by 
mobsters when they enter legitimate business. A racketeer who has 
contempt for the law and who enters legitimate business has no hesi- 
tation in engaging in black-market practices. This gives him a con- 
siderable advantage over a more timid competitor and is one of the 
means whereby the racketeer can push such a competitor to the wall. 

There is another aspect of gangster infiltration into legitimate 
business which troubles the committee. The big-time gamblers and 
racketeers usually live a life of luxury but they must have some way 
of explaining their source of income to prying income-tax officials. 
One of the functions of investment into legitimate business enterprises 
is to provide a source for income which cannot be impeached by the 
Internal Revenue authorities. Returns from gambling and other 
illegitimate enterprises are extremely difficult to check. Some of the 
winnings may be invested in legitimate business and taxes may be 
paid on the income from such business. Taxes on the huge returns 
from gambling and other illegitimate enterprises have not been paid. 


RACKETEERS PREFER BIG-TURNOVER BUSINESSES 


It should be noted, however, that gangsters and racketeers have an 
affinity for enterprises in which there is a large turn-over and in which 
problems of accounting and control are difficult. Thus, even when 
the ill-gotten gains of a racketeer or gangster are invested in a legiti- 
mate enterprise there is no assurance that the Government will not 
be defrauded to a considerable degree of its taxes. 

There can be little doubt that the public suffers from gangster 
penetration into legitimate business. It suffers because higher prices 
must be paid for articles and services which it must buy. This is the 
result of the monopoly which is often secured and because of unfair 
trade practices frequently applied. The public suffers because it may 
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have to put up with shoddy and inferior merchandise in fields where 
gangsters have been able to obtain a monopoly. One such olive-oil 
dealer, Joseph Profaci, was cited for a series of violations of the pure 
food and drug laws including one for which he was fined $12,000. The 
tax load of the general public is increased when gangsters and racket- 
eers fail to pay their lawful return on the enterprises in which they are 
engaged. Finally, the public suffers because the vast economic re- 
sources that gangsters and racketeers control enables them to consoli- 
date their economic and political positions. Money, and particularly 
ready cash, is power in any community and over and over again this 
committee has found instances where racketeers’ money has been used 
to exercise influence with Federal, State, and local officials and agencies 
of government. An official who is beholden to the mob for his election 
or appointment thinks first of his boss and only secondarily of the 
people of the community that he must serve. The money used by 
hoodlums to buy economic and political control is also used to induce 
public apathy. The committee found that hoodlums, behind the 
front of their respectable enterprises, contribute enormous sums to 
hundreds of worthy causes. While the committee in no way wishes 
to reflect on the worthiness of such causes, it has found that hoodlum 
contributions do tend to fool uninformed people and thus contribute 
to the relaxation of public vigilance. The committee has had before 
it evidence of hoodlum infiltration in approximately 50 areas of busi- 
ness enterprise. These include: 


Advertising Juke box and coin-machine distribution 
Amusment industry Laundry and dry cleaning 
Appliances Liquor industry 
Automobile industry Loan and bonding business 
Baking Manufacturing (gambling equipment, 
Ball rooms, bowling allevs, ete. broilers, ete.) 
Banking Nevada gambling houses 
Basketball News services 
Boxing Newspapers 
Cigarette distribution Oil industry 
Coal Paper products 
Communications facilities Racing and race tracks 
Construction Radio stations 
Drug stores and drug companies Ranching 
Electrical equipment Real estate 
Florists Restaurants (taverns, bars, night clubs) 
Food (meat, sea food, dairy products, Serap business 
groceries, cheese, olive oil, fruit) Shipping 
Football Steel 
Garment industry Surplus sales 
Gas stations and garages Tailoring (haberdashery) 
Hotels Television 
Import-export business Theaters 
Insurance Transportation 


While the committee has not been able in the time available to 
explore fully the situation in these fields, it has developed enough 
information to clearly indicate the problems and dangers involved in 
hoodlum penetration of legitimate industry. 

One of the most shocking problems in this connection, and one 
which constitutes a black page in the history of American industry, 
is the indisputable evidence obtained by the committee of cooperation 
with major hoodlums on the part of important segments of business 
enterprise. In Detroit, the committee found leading industrial con- 
cerns admittedly cooperating with notorious hoodlums for the purpose 
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of suppressing labor difficulties. (See discussion of Detroit elsewhere 
in this report.) In New York, the same situation prevailed in con- 
nection with the Phelps-Dodge Co. which invited in hoodlums from 
the gang of Albert and Anthony Anastasia to help break a strike. 
Where business uses racketeers, there is a tendency for labor unions 
to use tactics of violence and vice versa. F inally, the committee 
found leading hoodlums holding valuable franchises in the liquor and 
automobile industries. 

The specific discussions below must not be read as an index or directory 
of all known instances. They are rather a sampling of typical situations. 


THE LIQUOR INDUSTRY 


The committee found that leading hoodlums have penetrated the 
liquor industry, principally the distribution end of the business, due 
to failure of the industry to assume its proper share of responsibility 
and to failure of our laws and law-enforcement agencies adequately 
to cope with the situation. 

Many of the Nation’s leading hoodlums got their start as boot- 
leggers during prohibition. Many have a history of prohibition 
arrests. The transition from bootlegging to the legitimate liquor 
business was a naturalone. Unfortunately, however, many racketeers 
found it hard to drop the methods of operation which characterized 
their rum-running days and consequently, the committee was not 
surprised to find hoodlums involved in huge liquor black-market 
deals during World War II and in present-day bootlegging operations 
into dry areas. After the committee found the hoodlum element 
playing a dominant role in liquor distribution in Kansas City, it 
decided that this situation was serious enough to warrant further 
investigation since competition within the industry, at least in 
Kansas City, was definitely affected; the reputation of the over- 
whelmingly legitimate members of the liquor industry was involved 
and most important, the public interest was vitally concerned. 

Accordingly, the committee proceeded to accumulate information 
on the conduct of the liquor industry in various parts of the country, 
questionnaires were addressed to the Nation’s leading distillers and 
breweries; and the industry’s attitude was explored in hearings before 
the committee. 

In Kansas City, the committee found such notorious hoodlums as 
Joe and Vincent di Giovanni holding exclusive franchises for several 
leading brands of whisky including Schenley’s and Seagrams. After 
the disclosures made by this committee, the liquor licenses of these two 
Mafia hoodlums were revoked by the State liquor control supervisor. 
However, the committee feels that the revocation was nullified by 
the subsequent reissuing of these licenses to the sons of these gangsters. 
The committee also found evidence in Kansas City that the retail 
liquor dealers association was mob controlled and that violence was 
used to force liquor dealers into the association. 

In Chicago, the Manhattan Brewery was owned and controlled by 
the Capone mob during prohibition days. At the present time it is 
called the Canadian Ace Brewery and is controlled by Alexander 
Greenberg, who was an associate and financial backer of many Capone 
syndicate members. Canadian Ace Beer was sold in Kansas City by 
Tony Gizzo, a leading member of the Binaggio-Gargotta mob, and a 
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suspected leader of the Mafia. He told the committee that he per- 
suaded tavern owners that they should use Canadian Ace, but he 
denied using violence. 

The committee found several other former Capone associates in- 
volved in a substantial manner in the wholesale and retail distribution 
of liquor. Joseph Fusco, an old-time bootlegger and present associate 
of such Capone mobsters as Pat Manno, the policy racketeer, is presi- 
dent of a $2,000,000 corporation which holds exclusive franchises for 
many leading brands of whisky. Rocco DeStefano, another Capone 
syndicate associate, controlled a chain of retail liquor stores in Chicago. 
He is also a stockholder along with Fusco in the Bohemian Brewing 
Co. of Joliet, Il. 

In New Jersey, Joseph Reinfeld, a leading liquor distributor, and 
Abner (“Longie’’) Zwillman owned substantial stock as late as August 
1950 in the whisky distilling firm of Browne-Vintners Corp., which they 
controlled until 1940 when it was sold to Seagrams. Reinfeld, Zwill- 
man and, among others, Jimmy Rutkin, an associate of Zwillman, were 
notorious bootleggers during prohibition, during which time they were 
partners in some of Bronfman’s operations in Canada. Zwillman and 
Rutkin now claim that Reinfeld defrauded them in the Browne- 
Vintners sale and Rutkin is presently suing Reinfeld for $22,000,000. 
Since 1940, Reinfeld has been unable to obtain a liquor license in New 
York State, but he has a license in New Jersey. New York State, 
however, allows his son-in-law to operate and Reinfeld sells all of his 
imports of certain products to his son-in-law’s company in New York. 
Reinfeld Importers, Ltd., of New Jersey, is the exclusive distributor in 
38 States for Gordon’s Gin and also is the exclusive importer for Haig 
and Haig and Piper Heidsick champagne. 

In 1948 the State Liquor Authority of New York revoked the liquor 
license previously held by Irving Haim for the International Distrib- 
utors Co. Haim promptly moved over to New Jersey. This com- 
pany has the exclusive agency for King’s Ransom and House of Lords 
Scotch. In 1937 Haim, an ex-bootlegger, negotiated the purchase of 
J.J. Turney & Sons, the holding company for William Whitely Liquors, 
Ltd., the distillers of King’s Ransom and House of Lords Scotch. 
The purchase was made in the name of Haim with money obtained 
from a New Orleans bank with notes secured by Haim, Phil Kastel, 
and Frank Costello. Prior to this purchase, Phil Kastel was the 
“good will’ man for this company and received an override commis- 
sion on every case of this Scotch sold in the United States. Part of 
the original purchase deal was for Costello to take Kastel’s place, in 
receiving the override, which was to be increased in amount. In 
1940, according to Haim, Costello and Kastel disassociated themselves 
from the distribution of William Whitely Liquors at the insistence 
of the late William Helis, one of the partners in the enterprise. Yet, 
in 1943 Frank Costello was bragging that King’s Ransom and House 
of Lords scotch were “his whiskies.”” And there is evidence that in 
1943 Haim delivered to Costello a small package, valuable enough to 
have to be placed in a safe. 

In Tampa, the committee found a Mafia hoodlum, Salvatore ‘‘Red”’ 
Italiano, to be the general manager of a wine and beer distributing 
business. ‘The committee also found a man with a narcotics distrib- 
uting record, Louis Swed, to be the principal distributor of Budweiser 
beer in Florida. In Des Moines, Iowa, Lew Farrell, an alleged Capone 
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syndicate hoodlum with a considerable criminal record, who allegedly 
controlled the race wire in that city, and who helped get the notorious 
Gargotta brothers of Kansas City out of jail in 1947, distributes Blatz 
and Prima-Bismarck beers. Until recently he handled Canadian Ace 
beer. His inactive partners in the Canadian Ace distributing firm 
were the brother and sister of Alexander Greenberg, owner of Canadian 
Ace. Inspite of Farrell’srecord and an adverse report on him by field 
supervisors of the Federal Alcohol Tax Unit in Des Moines and St. 
Paul, the ATU gave him a license in 1945 to distribute beer. His 
license is now up again before the ATU. 

The fact that the committee has mentioned the numes of certain 
leading distillers and brewers should not be construed to mean that 
they have been the only or even the worst offenders. Practically every 
large distillery and brewery has granted franchises to racketeer dealers, 
most of whom were blanketed in under the original licensing activities 
of the Alcohol Tax Unit after the repeal of prohibition. 

Following some of these disclosures, the committee invited repre- 
sentatives of the major distillers to a private hearing in Washington. 
The committee wanted to give the industry an opportunity to review 
the committee’s findings and to suggest measures for correcting this 
situation. 

As a result of this meeting, the industry did make certain construc- 
tive recommendations. However, the committee found that the in- 
dustry as a whole believes it is the responsibility of the Government to 
keep hoodlums out of the industry. 

The committee feels that while no industry can control the char- 
acter of those who deal in its products, any industry has a responsi- 
bility for the character of distributors holding exclusive franchises. 

The attitude of the industry was further explored in the committee’s 
hearing on March 9, 1951, with revenue and liquor commissioners 
from most of the Southern States. These commissioners told a sordid 
story of a huge bootlegging operation extending into the South out of 
Cairo, Ill. 

This bootlegging operation is fully reminiscent of the 1920’s, with 
its hi-jacking of trucks, camouflaging of liquor shipments, use of ficti- 
tious names, counterfeiting of Federal and State liquor stamps, viola- 
tion of ICC regulations and corruption of public officials. Some of 
the wholesalers involved in the current ring were found by the com- 
mittee to have been connected with a huge World War II liquor 
black-market ring. 

The leading distillers were asked by a conference of southern revenue 
and alcohol commissioners to cancel the franchises of distributors 
found to be engaging in the bootlegging ring and they agreed to do so, 
but conditions failed to improve. 

In a further effort to determine the extent of hoodlum infiltration 
in the liquor industry, and what was being done by the industry to 
correct this situation, questionnaires were addressed to the principal 
distillers and breweries throughout the country requesting information 
with respect to their distributors and their franchise policies. An 
analysis of replies from over 100 distillers and 240 breweries indicates 
that while the large majority of franchises are granted to legitimate, 
upstanding businessmen, all the major distillers and some of the lead- 
ing breweries have granted distribution franchises to some hoodlums, 
including some in the top ranks of organized crime. While these dis- 
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tillers and brewers state that they did not know of the criminal asso- 
ciations at the time they granted the franchises, they were almost all 
vague on the question of whether they would fire a distributor upon 
finding he had criminal associations. 

Perhaps the best summing up of the general attitude of the industry 
is the reply of one major distiller whose products, incidentally, were 
found to be involved in past black market and present-day bootlegging 
activities: 

Since practically all wholesale distributors handle the products of many dis- 
tilleries, we do not believe that any purpose would be served by our termination of 
the distribution franchise * * * we feel that if this criminal record were 
such as to make him an undesirable distributor * * * his license should be 
revoked by the proper authorities * * * we believe that it is the responsi- 
bility of the various governmental departments who issue these licenses to weed 
out undesirables. 

The committee feels that the industry should share responsibility 
with the Federal Government for getting and keeping the hoodlum 
element out of the industry. The Federal Government, however, has 
a number of powers at its disposition which it has not used to full 
advantage. In addition to the need for a State license to operate in 
the liquor business, it is necessary to have a license from the Alcohol 
Tax Unit of the Treasury Department. The committee fails to 
understand, for example, how the Alcohol Tax Unit could grant a 
wholesaler’s permit to hoodlums such as Joe DiGiovanni and Lew 
Farrell. Much can be done by stiffer application of existing regula- 
tions to correct the situation but the committee feels that additional 
legislation is also needed. 


AUTOMOBILE AND TRUCKING BUSINESS 


In many communities, gangsters have obtained valuable automobile 
dealer franchises. In Brooklyn, for example, Joe Adonis was able to 
control the distribution of a number of automobiles out of the Kings 
County Buick Co., which ran up an unsavory record of black-market 
deals during World War II. Adonis also owns stock in the Auto- 
motive Conveying Co. which hauls Fords from Edgewater, N. J., 
to various points in the East. He obtained his exclusive franchise 
during Harry Bennett’s regime at Ford. Ford has publicly deplored 
this situation and is taking action to rid itself of Adonis. 

The committee also found that Anthony D’Anna, a former Detroit 
bootlegger and racketeer, also received a Ford haulage franchise, and 
a sales agency during Harry Bennett’s regime. While Ford has 
largely succeeded in ridding itself of the Bennett influence, D’Anna 
is a notorious exception. ‘Today, his company—E. & L. Transport, 
Inc., of Michigan and Indiana—hauls most of the Fords produced in 
the Dearborn and Highland Park plants, although numerous other 
carriers hold ICC authority to transport this same traffic. The 
manner in which D’Anna, an associate of notorious hoodlums Joe 
Massei and Pete Licavoli, was accepted by Ford provides one of the 
best examples in the committee’s record of how hoodlum penetration 
is accomplished. In 1931, after a meeting between Bennett and 
D’Anna, the latter went into partnership with one William Pardo. 
Until shortly before that time, Pardo had held a franchise from Ford. 
Suddenly, it was mysteriously terminated. Pardo found that if he 
wanted to get his franchise back it would be wise to take D’Anna in 
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the business. In 1939, however, the partnership was dissolved on 
orders from one of Bennetts underlings and D’Anna turned up in a 
new company, Superior Motor Sales, Inc., of Wyandotte, which today 
is operated by his son. D’Anna received the E. & L. Transport Co. 
franchise in much the same manner. D’Anna seldom appears in the 
company’s offices but nevertheless enjoys income from Ford to the 
extent of at least $27,000 a year. 

The use of huge, illegally acquired resources to obtain strong eco- 
nomic and political influence is well illustrated in the case of ‘‘Longie”’ 
Zwillman. Zwillman was a leading racketeer during prohibition and 
made a fortune out of his illegal ventures. Today he owns a number 
of very profitable legitimate enterprises, including a truck sales 
company which holds a valuable General Motors franchise. This 
company does a sizable business with the city of Newark. It may 
be more than coincidence that the registered agent for Zwillman’s 
truck company and most of his other legitimate businesses is also the 
corporation counsel for the city of Newark. It is also significant 
that Zwillman’s control of the truck company is exercised through 
his accountant, I. George Goldstein, who testified that the reason he 
fronted for Zwillman was that Zwillman was afraid he would not 
obtain the General Motors franchise if his name appeared. 


TRANSPORTATION 


In addition to hoodlum penetration of the automobile business, 
they have made some inroads in other areas of interstate transporta- 
tion. The twin cities of Minneapolis and St. Paul, Minn., were 
recently rocked by evidence showing that the hoodlum element had 
nearly succeeding in taking over the Twin City Rapid Transit Co. 
Fred Osanna, a lawyer for and a director of this company, led an 
almost successful fight to oust the present management. Fortunately, 
the company’s president, Charles Green, discovered just in time that 
Osanna was associating with such notorious hoodlums as Kid Cann. 
In Cleveland, Arthur “Mickey’’ McBride of Continental Press oper- 
ates the Yellow Cab Co. In New Jersey, an interstate trucking 
firm—People’s Express Co.—is run by a notorious hoodlum, Jerry 
Catena, and an ex-bootlegger and long-time friend of ‘‘Longie’”’ 
Zwillman—Philip Dameo. ameo buys his trucks from Zwillman’s 
company. 

STEEL 


Further illustration of how tremendous illegitimately obtained 
resources are invested in legitimate enterprises is eae in connec- 
tion with the steel industry. In Detroit, the committee found that 
members of the notorious Cleveland syndicate invested large sums of 
cash to help put over a stock deal Sauer the Detroit Steel Corp. 
was able to take over another steel company. Longie Zwillman is a 
heavy investor in the steel industry. He is one of the largest stock- 
holders in the A. M. Byers Co. of Pittsburgh and furnished the chief 


support behind the management in a recent proxy fight. Zwillman 
also controls the E. & S. Trading Co. of Newark, which deals in iron 
and steel. This company had gross sales in 1948 of $336,000. 

In Philadelphia, hoodlum penetration of a steel-fabricating concern 
was accomplished through political influence. A numbers racketeer 
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by the name of Louis Crusco bought his way in to the Strunk Steel 
o. by virtue of his close association with the son of Philadelphia’s 
mayor. Until Crusco came along, the company had never been able 
to get any business from the city of Philadelphia but while Crusco 
was negotiating his stock purchase in the company it received a 
contract from the Philadelphia Rapid Transit Co., a local public 
utility, on which there were no competitive bids. The president of the 
company testified that this deal had been suggested to him by the 
mayor’s grandson, who, coincidentally, was placed on the company’s 
payroll as part of the Crusco stock deal. 


OIL INDUSTRY 


The committee obtained evidence that a number of hoodlums have 
invested heavily in the oil business, another example of how illegal 
gains may be invested as a cover or foil to avoid taxes. A number of 
Capone syndicate associates are involved in an oil venture in Wyo- 
ming, including Pat Manno, who has over $55,000 in the concern, 
Joe Fusco, and Rocco deStefano, together with several well-known 
hoodlums from St. Louis, including Louis Calcaterra and Thomas 
Hynes. Frank Costello has invested over $40,000 in a Texas oil 
company, with Frank Erickson and George Uffner while other hood- 
lums, including Carlos Marcello, Joe Poretto, and Moe Dalitz have 
also invested in the oil industry. 


BANKING AND FINANCE 


While the committee has evidence of hoodlum penetration of major 
industries by means of stock acquisition, there is actually no way in 
which the committee or any other group can determine the full extent 
of hoodlum ownership of stock in the Nation’s major industries, but 
the few examples that the committee has unearthed leads it to believe 
that very large amounts of stock are owned directly or indirectly 
by Sina. The danger of such infiltration is not great where 
hoodlums have only a small amount of the stock outstanding of large 
industries. The danger arises when hoodlums control enough of the 
stock so as to exert influence on the management of a given industry. 

It is not a healthy situation when William Molasky, a substantial 
stockholder of one of our largest companies, Western Union, is also a 
dominant figure in the gambling world which depends so heavily upon 
the facilities of Western Union. Molasky also tried unsuccessfully to 
influence the appointment of a St. Louis police commissioner by means 
of a campaign contribution. 

It is far from reassuring that Terry Fayhe, a well-known hoodlum 
and associate of such racketeers as Waxey Gordon, almost succeeded 
in manipulating a fraudulent stock deal which would have enabled 
him and his associates to take control of the Follansbee Steel Co. 
William Gallagher, vice president of the $20,000,000 Pennsylvania 
Exchange Bank of New York, is reported to have assisted Fayhe in 
this deal by recommending him to reputable bankers as respectable 
and financially well off, although Fayhe had been permanently 
restrained from ever engaging in the securities business in New York. 
The president of the ert ames Miller, was also permanently en- 
joined from engaging in the securities business in New York following 
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several indictments for fraudulent stock schemes, and Gallagher 
himself has a prohibition record. Gallagher is closely identified with 
Frank Erickson, who was allowed to maintain accounts in the bank 
under assumed names, to aid his gambling operations. The com- 
mittee, incidentally, had a difficult time serving a subpena on Gallagher; 
when he finally was served, he refused to answer questions of committee 
counsel in an informal conference attended by his lawyer because no 
member of the committee was present; and when the committee did 
come to New York, he presented a doctor’s certificate asserting that 
he was too ill to testify. 

It is difficult to understand how one of New York’s worst criminals, 
Albert Anastasia, was able to obtain a first and second mortgage 
totaling $30,000 on his $48,000 home in New Jersey, prior to its 
completion, from the president of the Fort Lee Trust Co. of New 
Jersey, who handled the deal personally. It is also significant that 
Anthony D’Anna, an ex-bootlegger and racketeer, who had lucrative 
Ford franchises, and who has maintained relations with notorious 
hoodlums in Detroit, is also a bank director. 

The committee also found evidence of hoodlum infiltration into the 
loan and bonding business. Charles Fischetti of the Capone syndicate 
and Meyer Gordon (a jewel fence sentenced in 1946 to 20 years in the 
penitentiary) ran the Liberal Loan Co. in Chicago. Joseph DeLuca, 
a Kansas City hoodlum who owns three liquor stores, is a major 
stockholder of the Colony Finance & Loan Co.; Charles Bruno of 
Kansas City, a Binaggio associate with a long police record, operates 
the Kansas City Bonding Co. with Raymond Muller. This concern 
does a large business in bonding criminals in Kansas City. In 
Cleveland, Anthony Milano, a notorious hoodlum, owns the Brother- 
hood Loan Co. Milano, who did 6 years in the penitentiary for 
counterfeiting, was alleged by Mickey Cohen to have loaned him 
money. Milano admitted knowing Cohen, but denied making any 
loan. Arthur “Mickey” McBride testified that he once put up some 
money for this company. 

Irving Glasser is a partner in, and fronts for many of the gambling 
operations in the Los Angeles area. He also has a loan business and 
handles the major portion of the bail bond business there, including 
bonds for Mickey Cohen. 


THE GARMENT INDUSTRY 


This industry has attracted some of the top gangsters in the country. 
Harry Stromberg, alias Nig Rosen, a tough Philadelphia criminal, was 
a partner in the Dearest Miss Dress Co. in New York City. In 1947 
he was production manager of the company with a one-third interest 
in its profits. He also has a one-third interest in the Jay Lou Dress 
Co. and the Lou Jay Dress Co. in the Bronx with his brother and 
David Bernoff. 

Irving Sherman, the gambler associate of both Costello and Mayor 
O’Dwyer, is a partner in Courtshire Fashions which manufactures 
ladies’ coats and suits. 

Albert Anastasia, one of New York’s major criminals, has a dress 
business in Hazelton, Pa. Thomas Luchese, whom the Narcotics 
Bureau states to be associated with an important narcotics ring in 
New York, but who has consistently denied any gangster affiliation, 








ORGANIZED CRIME IN INTERSTATE COMMERCE 179 


is an Officer in a ladies coat manufacturing concern. Frank Livorsi, 
whose criminal record includes a narcotics conviction and numerous 
arrests, and who was involved in a big black-market sugar operation 
during World War II, was in a dress concern with Max Edler, who 
also had a narcotics record. The firm dealt extensively in black- 
market textiles during World War II. 


JUKE BOXES, CIGARETTE VENDING MACHINES, AND SLOT MACHINES 


There seems to be a natural affinity of underworld characters for the 
distribution of these machines. The committee has found that juke 
box and cigarette vending machine distribution is usually the front 
employed by hoodlums for the illegal distribution of pinball and slot 
machines. Distribution methods, moreover, are often based upon 
the use of muscle. In Chicago, there is some evidence that certain 
Capone syndicate associates have muscled into the tobacco and 
cigarette-vending-machine business and that they have seriously 
affected the business of their legitimate competitors. Cigarettes have 
been hi-jacked and cigarette-metering machines, used to affix the 
Illinois. tax stamp, have been stolen. 

Ed Vogel, who has been known as the slot-machine king of Cook 
County, Illinois, and an old Capone syndicate associate, is secretary 
and treasurer of the Apex Cigarette Service. This company is one 
of the largest distributors of phonograph and cigarette machines in 
Cook County. Al Capone’s brother, Ralph, operates the Suburban 
Cigarette Co. which has vending machines throughout Cook County. 

Svidence of strong-arm methods in the juke-box distribution busi- 
ness was found by the committee in Chicago, Kansas City, and 
Detroit. Joe Peskin, one of the old Capone gang and a leading 
juke-box distributor in Chicago, admitted threatening a former 
associate who later became a competitor. In Kansas City, Wolf 
Riman, before his murder, successfully pressured tavern owners into 
using his juke-box machines with the help of the county sheriff. 
More refined methods of shake-down and extortion were found by the 
committee in connection with juke box distribution in Detroit. Here, 
a union was used as a front by underworld characters to extort money 
from juke-box distributors. These distributors were forced to join 
the union as “honorary members’”’ and pay initiation fees and dues, 
or risk having a picket line thrown around their locations. Another 
more refined technique for forcing juke box distributors into line was 
found by the committee in New Orleans where Carlos Marcello, one 
of the worst hoodlums in the country, supplies juke boxes and slot 
machines to bars, night clubs, ete. He also loans money to these bars 
and clubs at a very low rate of interest. In return for this low rate, 
the proprietor agrees to use only Marcello’s machines. 

Most of the Nation’s leading hoodlums, including Frank Costello, 
Jake Lansky, Joseph Stacher, Phil Kastel, Buster Wortmann, and 
many others, have been engaged in the distribution of juke boxes and 
slot machines. 

LAUNDRY AND DRY CLEANING 


The phenomenon of Willie Moretti, one of Costello’s associates, in 
making a success of a large linen-supply company because “he knew 
a lot of people” and “‘got plenty of business in a polite way” (which 
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his competitors found not so polite) is one of the darker chapters of 
American business. 

In Detroit, Louis Riccardi, an associate of such Detroit hoodlums 
as Angelo Meli, and who was arrested five times for murder, operates 
a very profitable laundry—the Clean Linen Service Co. Riccardi 
made $56,000 out of this business in 1949. It is alleged that cus- 
tomers who drop his service may find that no other laundry will dare 
to accept their business. 

Moe Dalitz and other members of the Cleveland gang operate 
laundries in both Cleveland and Detroit. 


REAL ESTATE, HOTELS, RESTAURANTS, AND NIGHT CLUBS 


In many large cities important real-estate holdings, hotels, office 
buildings, night clubs, restaurants, and taverns are acquired by 
gangsters and mobsters. In Miami, for example, valuable ocean- 
front property was acquired by the S. and G. Syndicate. In true 
gangster disregard of established laws and existing vested interests, 
the S. and G. Syndicate teamed up with Thomas McGinty of the 
Cleveland Syndicate in an attempt to have this property rezoned in 
order to triple its value. They set up a dummy corporation. By a 
strange coincidence, the lawyer hired by the syndicate to put through 
the rezoning application turned out to be Ben Shepard, the city 
attorney. A member of the city council, who was expected to vote 
on the zoning proposal, turned out to be an officer of the dummy 


a 

Polizzi, John Angersola, and Arthur “Mickey” McBride are as- 
sociated in lucrative real-estate ventures in the Coral Gables section 
of Florida. The notorious Kid Cann of Minneapolis owns valuable 
ocean-front property in Miami Beach in addition to several hotels and 
apartments. T. J. McGinty, of the Cleveland syndicate, told the 
committee he had invested some of his gambling profits in valuable 
real estate in Florida, which includes the property in Miami on which 
Hickory House is located and certain race track property. Frank 
Costello recently made a large profit on the sale of a valuable office 
building in Wall Street. Jn Chicago, Rocco DeStefano owns stock in 
a profitable real-estate venture, and Alexander Greenberg runs a 
large real-estate business. 

Glenaevere from all over the country met in Florida at three hoodlum- 
run hotels: The Wofford, Grand, and Sands. The Wofford Hotel, 
for example, which was for a number of years operated by Abe Allen- 
berg, Frank Erickson’s front man in Florida, is now owned by Thomas 
Cassara, who has fronted for various Capone syndicate members in 
Chicago, John Angersola of the Cleveland mob, and Anthony Carfano, 
a Costello associate. The hotel was originally leased on funds bor- 
rowed from Frank Erickson. George Sax, the Chicago punchboard 
king, has a large investment in the Saxony Hotel in Miami Beach, 
while in Chicago, Greenberg operates the Seneca Hotel, where he 
was once associated with Charlie “Cherry Nose’ Gioe, who still 


lives there along with several other Capone hoodlums. In Los 
Angeles, Fred Evans, a former Capone associate has an interest in 
the Hayward Hotel. 

Among the leading hoodlums in the restaurant, night club, bar, and 
tavern businesses, are Frank Costello, Phil Kastel, Charles Fischetti, 
Carlos Marcello, Mushy Wexler, Harry Russell, and Mike Lascari. 
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FOOD PRODUCTS 


The committee found numerous hoodlums engaged in the distribu- 
tion of food products, including Big Bill Tocco, Joe Massei of Detroit, 
Carlos Marcello of New Orleans, Paul DiGiovanni (nephew of Joseph 
DiGiovanni), Emilio Georgetti in California and many others. The 
committee found evidence of muscle tactics in connection with the 
baking business in Kansas City, where a hoodlum-dominated bakery 
owned by the late Charlie Binaggio, Joe Cusumano, and Joe Filardo 
was muscling in on legitimate bakeries. The committee also found 
a number of hoodlums engaged in the olive oil, cheese, and other 
food-importing businesses, including Joe Profaci of New York, An- 
thony Milano in Detroit, and Jack Dragna on the west coast. There 
is evidence that the olive-oil business has been used .as a front for 
narcotics operations. 


UNIONS 


The committee found that hoodlum penetration of labor unions has 
decreased steadily over the years. In the 1920’s and 1930’s hoodlum 
infiltration into the cleaning and laundry, dairy, the beverage, stage 
hands, and retail clerk’s unions, was on such a large and violent scale 
that it threatened to disrupt entire industries. Today, however, the 
hoodlum element has been driven to the wall in all but a few important 
instances. One union which is still infested with hoodlums is the 
International Longshoremen’s Union on the east coast. Here after 
20 years of repeated efforts to correct conditions there still persists 
one of the ugliest situations in labor-union history. 


BREAKDOWN OF ENFORCEMENT MACHINERY 


Although the committee has seen and paid tribute to many fine, 
efficient, honest, and able law-enforcement officers and officials, law 
enforcement has broken down in many of the communities visited by 
the committee. Where criminal gangs and syndicates operate ope nly 
as they have done in such places as Saratoga; Bergen County, N. J; 
the Newport-Covington area of Kentucky; the Miami area of F lorida: 
many of the parishes outside of New Orleans: many of the Illinois 
and California counties and the area of Jackson County outside of 
Kansas City, to cite only the most notorious examples, it is apparent 
that too many local police, sheriffs, prosecutors, and courts are failing 
to do their sworn duty. 

The committee places no stock in the professed inability of many 
law-enforcement officials to detect violations of the law which are 
apparent to any informed citizen. The blindness which afflicts many 
law-enforcement officials in wide-open communities is for the record 
only. 

There can be little question that these officials know perfectly well 
what is going on. Nor can there be little doubt in the mind of the 
committee that vigorous, honest law enforcement can put an end to 
wide-open conditions in a very short time. The fact that Saratoga 
was run without open gambling in the racing season of 1950; that 
Sheriff “ King”’ Clancy could give the order to shut down operations in 
Jefferson Parish; that Pat Perdue, the so-called “one-man vice squad” 
of Miami Beach, could boast that he could shut down operations in 
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Miami Beach in 24 hours if he were given the order to do so, is an 
indication of what can be accomplished where law-enforcement officials 
really wish to act. 

It can be assumed that this failure of law-enforcement officials to 
suppress gambling and vice conditions in their community affects 
their law-enforcement responsibilities in other fields. By refus- 
ing to act against the racketeers who run bookmaking operations, slot 
machines, gambling casinos, and houses of prostitution, law-enforce- 
ment officials give aid and encouragement to some of the worst hood- 
lums and criminal gangs in this country. These hoodlums and crim- 
inal gangs do not restrict their operations to exploiting the human 
desire to gamble. 

They also engage in activities which are even more devastating to 
the community, and to the welfare of the people; the sale and distribu- 
tion of narcotics, various forms of extortion and shake-downs, various 
types of business and labor-union racketeering, as well as outright 
robbery, burglary, and larceny. Inevitably, their operations in 
gambling and other fields bring in their train aggravated forms of 
violence against persons and property. The ultimate weapon that 
these mobsters have is murder and they have not hesitated to use it in 
communities all over the country. 

Nor should it be assumed that law-emforcement agencies, which 
are ineffective in suppressing gambling operations, suddenly become 
efficient instruments of justice when confronted with other crimes. 
The record is clearly the other way. Police officials, sheriffs, and 
district attorneys who refuse to do their duty in enforcing the gambling 
laws because of corruption or the use of political influence do not 
prosecute vigorously when the racketeers and gangsters operating 
gambling enterprises become involved in other crimes. 

If money or political influence will fix a gambling case, it will also 
fix a case involving a more heinous offense. The creeping paralysis 
of law enforcement which results from a failure to enforce the gambling 
laws, therefore, contributes to a breakdown in connection with other 
fields of crime. 

It is axiomatic in the underworld that once a public official allows 
a case to be fixed, thereafter the underworld owns him. 

One other aspect of this breakdown must be noted. Wherever 
organized criminal gangs are entrenched in a particular community 
and have been given the green light to operate, it is not unusual to 
see the forces of law enforcement being used against their competitors, 
while protected operations are left severely alone. This fact helps 
to explain the growth of such vast bookmaking conspiracies as the 
S and G Syndicate in Miami, the Guarantee Finance Co. in Los 
Angeles, and the Gross bookmaking empire in New York. Only too 
frequently, bookmakers, slot-machine operators, policy bankers and 
punchboard sellers have been given to understand that they must 
come to terms with the “‘syndicate” or the “combination” that has 
the “‘in’’ with law enforcement. The penalty for failing to come to 
terms is continual harassment by the police and other agencies of law 
enforcement. In the Miami story, we saw this weapon of inequal 
enforcement of the law by a State official being used against the 
S and G as one of the weapons to compel it to capitulate to the 
demands of Accardo-Guzik-Fischetti crime syndicate. 
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OVERLAPPING JURISDICTIONS IMPEDE ENFORCEMENT 


The breakdown in law enforcement is not entirely due to corruption 
of law-enforcement officials or to the use of political influence to 
paralyze law-enforcement processes. Much of the responsibility 
must be placed upon the present organization of law-enforcement 
agencies. In metropolitan communities like ( ne County, IIL; 
Los Angeles County, Calif., or Bergen County, N. J., there is a con- 
gerie of independent local police forces covering the county. In addi- 
tion, a sheriff’s office with wide law-enforcement responsibilities and 
the State police with a wide jurisdiction to enforce State laws, may 
also operate within the county. 

There is no centralized direction or control and no centralized 
responsibility for seeing that a single uniform law-enforcement policy 
is applied over the entire geographic area of a county. — The situation 
lends itself to buck-passing and evasion of responsibility which can 
only inure to the benefit of gangsters and racketeers. It makes it 
possible for hoodlums to find those cities and towns where law enforce- 
ment is lax and to concentrate their operations there. 

It is obvious that many factors contribute to the breakdown of 
law-enforcement agencies. No single panacea can make law-enforce- 
ment agencies more efficient and effective in dealing with organized 
crime. It is suggested, therefore, that each State make an over-all 
survey of its law-enforcement agencies to see whether or not they are 
adequately organized and equipped to cope with modern racketeering 
and gangsterism. It is obvious that a survey of this character must 
not only inquire into the organization and operations of law-enforce- 
ment agencies, it must also determine whether they are so beset by 
corruption and political influence that no matter how they were 
organized, they would continue to be ineffective. 

Surveys in each State are necessary because of the difficulty of 
making suggestions which are applicable to the entire country. 

The peculiar problems of each State vary and there are significant 
differences in the organization of their law-enforcement agencies. 
However, there is sufficient administrative know-how in the various 
States to make it possible to lay out a plan and a method for dealing 
with organized crime which will considerably curtail this threat to our 
institutions. 


OFFICIAL CORRUPTION AND CONNIVANCE IN ORGANIZED 
CRIME 


The most shocking revelations of the testimony before the com- 
mittee is the extent of official corruption and connivance in facilitating 
and promoting organized crime. Nevertheless, it should not be as- 
sumed that our revelations cast doubt as to the integrity of the great 
preponderance of law enforcement and other public officials. On the 
contrary, our findings and conclusions relate only to a small but dis- 
turbing minority of such officials. The committee found evidence of 
corruption and connivance at all levels of government—Federal, 
State, and local. The evidence of the corruption of Federal Govern- 
ment officials is primarily in connection with the enforcement of the 
income-tax laws. Certain officials of the Bureau of Internal Revenue 
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in California conceived the scheme of selling stock which they owned 
in a company that they controlled to persons who were likely to have 
trouble with their income taxes. The stock was worthless, but its 
purchase assured immunity from a too-careful scrutiny of income-tax 
returns. This is not an indictment of the Bureau as a whole; most 
of these employees have been discharged and some have been indicted 
by a Federal grand jury. 

The evidence of corruption and connivance with organized crime 
in State and local government is present in four different forms: 

(1) Direct bribe or protection payments are made to law-enforce- 
ment officials, so that they will not interfere with specific criminal 
activities, 

(2) Political influence and pressure of important officials or political 
leaders is used to protect criminal activities or further the interests of 
criminal gangs. 

(3) Law-enforcement officials are found in the possession of unusual 
and unexplained wealth. 

(4) Law-enforcement officials participate directly in the business of 
organized crime. 

Just before his death, James Ragen, head of Continental Press, 
told the State’s attorney that over a 3-year period, the wire service 
had in the past paid out $600,000 in political contributions. 


EVIDENCE OF DIRECT PAYMENTS TO OFFICIALS 


At the local level, the committee received evidence of corruption of 
law-enforcement officers and connivance with criminal gangs in every 
city in which it held hearings. The testimony at the Tampa hearings 
indicates that Sheriff Culbreath, of Hillsborough County, was the 
center of the criminal conspiracy to violate the gambling laws. 
Evidence was received of direct and regular payments of protection 
money by gamblers to Culbreath and to other law-enforcement officials 
in Tampa. 

The sordid story of direct"payments to law-enforcement officials in 
return for the protection of criminals, is repeated in Philadelphia, 
where the “bag”? man for a Captain Elwell, would come into the sta- 
tion house with his pockets bulging with money. Three thousand 
dollars to four thousand dollars a month was alleged to have been 
paid in each of 38 police districts or approximately $152,000 a month, 
not counting payments to the higher ups. In New York City it has 
been estimated that the Gross bookmaking empire paid over $1,000,000 
a year for police protection. In Dade County, Fla., a deputy sheriff is 
alleged to have turned over to the wife of the sheriff seven, eight, ten, 
and eleven thousand dollars at a time in cash and obtained signed re- 
ceipts therefor. In Jackson County, Mo. (K. C.), some deputy 
sheriffs were on the payrolls of slot-machine distributors and taverns 
that violated the liquor laws. In Los Angeles, at least half a dozen 

olice officers ‘‘borrowed’’ money from the Guarantee Finance Co., a 

ig bookmaking operation. One suspended officer worked as a col- 
lector from bookmakers for the Guarantee Finance Co. during the 
period of his suspension. An entry of $108,000 on the books of the 
Guarantee Finance Co. for ‘‘juice” undoubtedly indicates payoffs to 
law enforcement officials. The strong box which Sheriff Grosch of 
Orleans Parish, La., bought with such elaborate precautions at a time 
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when he was a city detective, was intended to keep not his legitimate 
earnings but the fruits of his betrayal of the public trust—protection 
money from law violators. But his official behavior was similar to 
that of many other important law-enforcement officials in the New 
Orleans area. This is illustrated by the extraordinary story of 
Moity who discovered that he could not stay in the slot-machine 
business without paying ‘‘ice.” 

There is also the case of former Police Chief George Reyer, of New 
Orleans, who once was president of the International Association of 
Police Chiefs. Squeezed by a change in administrations, Reyer took 
his pension and switched to the wire service payroll at $100 a week 
without the loss of a payday. 

Law enforcement has been an easy road to affluence for many law- 
enforcement officials. The case of Dan ‘‘Tubbo” Gilbert, “the richest 
police officer in the world,” who was chief investigator in the State 
attorney’s office in Chicago, is well known. Such officials as ‘‘ King’’ 
Clancy, sheriff of Jefferson Parish, La., and Walter Clark, sheriff of 
Broward County, Fla., have grown rich, powerful, and arrogant from 
their association with the underworld elements who ran the gambling 
and prostitution enterprises in their jurisdictions. There are many 
other illustrations in the testimony before the committee. Typical of 
this is the fortunate economic position of John English, the city com- 
missioner in charge of the police department of East St. Louis, who 
was able to obtain a $100,000 summer home, various interests in real 
estate in East St. Louis, interests in a restaurant and a gas station, on 
a salary of $4,500 to $6,000. The fact that the city was wide open 
for years and only two or three gambling arrests were made in 1950 
may have some relation to the commissioner’s wealth. 


POLITICS USED TO PARALYZE POLICE 


The attempt to paralyze law enforcement by political means is 
encountered again and again in the testimony before the committee. 
The success of mobster Frank Costello in exercising control over the 
New York County Democratic organization is typical of what one 
can expect from the alliance between politics and crime. Mobster 
Joe Adonis’ influence upon the Kings County (Brooklyn, N. Y.) 
Democratic organization may go far to explain why neither he nor a 
major subordinate like Anastasia was ever subjected to prosecution 
and punishment. The committee developed at great length the 
extraordinary attempt by Binaggio, a powerful political leader to 
acquire control of the Police Board of Kansas City so that he could 
install his candidate Braun as chief of police. Binaggio finally offered 
a substantial bribe to one of the commissioners who had refused to go 
along with his program. Gene Burnett, police chief of Granite City, 
Ill., was apparently willing to close down the gambling places and the 
handbooks in his town, but the orders from the mayor were to let 
them operate as that is how the city council wanted it. There is more 
than a remote connection between the orders to Police Chief Short 
of Miami to “lay off” gambling, ‘‘although the city could be closed in 
a matter of hours,’ and the fact that one of Miami’s councilmen had 
had many extremely profitable deals with Harold Salvey, a member 
of the S and G Syndicate. The story of Governor Fuller Warren of 
Florida is told elsewhere, After accepting a huge campaign contribu- 
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tion from William H. Johnston, who has close connections with present 
and past members of the Capone syndicate, Warren allowed the power 
of his office to be used by the Capone syndicate in its successful effort 
to muscle into Miami Beach gambling. Most recently Warren has 
reinstated Sheriff James Sullivan of Miami without any satisfactory 
explanation of the serious evidence and charges brought against 
Sullivan before this committee. 

There was considerable evidence before the committee concerning 
contributions to political campaigns by gamblers and gangsters. 
For example, Molasky contributed $2,500 to the gubernatorial 
campaign in Missouri in the hope that he would be given the right 
to name a member of the St. Louis Police Board. When he was 
unable to do so he claimed to have been double-crossed. Pat Noonan, 
an associate of the mobsters in the Binaggio gang, did considerable 
political work in the campaign to elect Governor Smith. Much 
of his expenses were paid by persons involved in violations of the 
gambling laws. The fact that Emilio Georgetti, “the Gambling 
King of San Mateo County,” worked “like hell” for the election of 
Sheriff McGrath and “accumulated a little money for the campaign,”’ 
did not hurt him in his gambling operations. 

Evidence has also been presented to the committee that certain law- 
enforcement officials or their relatives not only received protection 
money from gangsters but that they actually ran gambling operations 
themselves. The bookmaking operation which was run right in 
Sheriff Culbreath’s office by his brother and an employee of the sheriff, 
may or may not have been as insignificant as the sheriff tried to show. 
But the same thing cannot be said for the partnership which Sheriff 
Clark of Broward County had in the Broward Novelty Co. This 
company operated bolita games (policy) and slot machines and pro- 
vided the sheriff with his principal source of income. The participa- 
tion of public officials in the New Orleans area in the operation of slot 
machines has almost come to have the status of an established 
institution. 

It is obvious that law-enforcement officials who are themselves 
engaged in gambling operations will have no special desire to enforce 
gambling statutes. 


PUBLIC RESPONSIBILITY 


The committee has been most gratified by the tremendous interest 
which the general public has demonstrated in the hearings conducted 
by the committee over the past 11 months. That interest has con- 
firmed anew the committee’s fundamental faith that the heart of 
America is basically sound. 

The active participation of an informed public is essential to the 
correction of the conditions which the committee’s investigation has 
shown to exist throughout the country. The committee has em- 
phasized time and again that organized crime cannot exist without 
political protection. It is the responsibility of the voting public to 
insure that their representative governments at all levels are made 
up of men who are not open to corruption or persuasion by criminals 
and racketeers. 
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In the course of its investigations, the committee has seen numerous 
examples of public apathy toward the operations of organized crime 
and its alliance with officials at various levels of government. 

In the State of Florida, it seemed clear to the committee that the 
highest officials in the State condoned, and in some cases, affirmatively 
aided the operations of organized gamblers. In the State of Illinois, 
where there can be no question as to the honesty and integrity of the 
Governor and his aides, the committee found evidence that numerous 
local law-enforcement officials made no effort to interfere with illegal 
gambling operations. More shocking than the defection of individual 
law-enforcement officials was the testimony before the committee 
that many of these men were elected and re-elected by a voting public 
which was well aware of their tolerance of illegal gambling. 

Equally shocking is the fact that efforts to remove and punish 
such officials for their obvious acts of malfeasance are often nullified 
by juries that refuse to recognize the venality of such behavior. 

Phere i is a segment of public opinion in many cities that believes 
that gambling, in some cases “just a little gambling,” is good for busi- 
ness, and that strict enforcement of the : antigambling laws would be 
a mistake. This attitude on the part of normally law-abiding citizens 
can only come from a failure to comprehend the violence and racketeer- 
ing which inevitably accompany gambling operations, and the extent 
of the resulting damage to the economic and social fabric. 

The theory that gambling is good for business was expounded in 
Kansas City, in Las Vegas, and in Miami. The fact of the matter is 
that the huge sums which accrue as a result of gambling are pocketed 
by criminals, hoodlums, and corrupt politicians, and the general 
public receives little or no part of the income from the milking opera- 
tions carried on by the big-time gamblers. 

It is established practice for big-time gamblers and gambling 
syndicates to contribute generously to charities, fraternal organiza- 
tions, and other worthy causes as part of their program to ingratiate 
themselves with the community and convince the public that while 
more or less illegal, their activities are thoroughly moral. 

In the light of the tremendous profits which gamblers enjoy so 
long as the public will tolerate their operations, they can well afford 
to expend substantial sums of money to cloak themselves with an 
aura of public-spiritedness. 

It is the hope of this committee that as a result of its investigations 
and report specific legislation aimed at dealing with organized criminal 
activity will be enacted; that certain changes recommended by the 
committee will be made in Federal, State, and local law-enforcement 
procedures. 

However, the ultimate responsibility for the success of the sug- 
gested legislation and reforms rests squarely in the hands of the public. 
Unless the public expresses an affirmative desire for the elimination 
of organized criminal operations and official corruption through the 
continued exercise of the vote, through active participation in the 
work of such organizations as local and State crime commissions, and 
through the careful attention to the efficienc y and honesty of the men 
whom they employ to govern them, there can be no real and lasting 
progress toward the elimination of organized criminal activity in this 
country 
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Ultimately success in the war against crime depends on the uplift- 
ing of standards of public and private morality, a rededication to 
basic spiritual values, which will entail righteous indignation over 
crime and corruption. To this end, the committee looks with con- 
fidence to the great force of religion and morality as applied in all 
phases of life and to sound education of the generations which follow. 


ACCOMPLISHMENTS, RESULTS, AND EFFECTS OF 
COMMITTEE WORK 


The popular misconception has existed in many circles that the 
committee was dedicated to a crusade against crime looking toward 
the jailing of every criminal in the country. As a matter of fact, the 
committee was—and is—properly an inquisitorial body with no 

rosecutive or law-enforcement functions. Nevertheless, there have 

een many results both directly and indirectly affecting the previously 
smooth path of many criminals with prison sentences presumably in 
store for many of them. 

About the only pitfall which faced witnesses appearing before the 
committee which could result in legal action against them initiated 
by the committee, was a possibilit that the witnesses by their answers 
or refusals to answer would be guilty of contempt of the United States 
Senate or, by reason of false information, would be guilty of perjury. 
A number of, witnesses seemed unable to avoid these pitfalls and Rite 
been the subject of Senate citations and referral to the appropriate 
United States attorneys for prosecution. Among those cited for 
contempt were the following 33 individuals: 


Harry Russell (acquitted) John J. mogeety 
Joseph Doto, alias Joe Adonis Phil Kaste 
Anthony J. Accardo Anthony Marcello 
James Lynch Mike Rubino 
Arthur Longano Joseph A. Porretto 
Salvatore Moretti Jacob Guzik 
Walter Pechart Frank Costello 
Patrick Manno, alias Manning _—‘ Frank Erickson 
Jack Dragna Stanley Cohen 
Joseph Aiuppa John Doyle 
Joseph DiCarlo George Bowers 
James Licavoli William G. O’Brien 
Peter Tremont Ralph J. O’Hara 
David N. Kessel John Croft 

Carlos Marcello Morris Kleinman 
Peter Licavoli Louis Rothkopf 
Russell Trilck 


Occasionally the committee found a witness contradicting another 
to the extent that it was apparent that one or the other was giving 
false testimony. A number of these situations have been referred to 
the proper United States attorneys for inquiry and prosecution. In 
other cases the testimony appeared to be false on the basis of records 
of sworn statements of others and these, too, have been referred for 
prosecution. Already indicted for perjury are James Moran and 
Louis Weber in New York and Sheriff John Grosch in New Orleans. 
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There also have been certifications to the United States attorneys of 
many other witnesses for investigation of possible perjury charges. 


PUBLIC AWAKENING BRINGS LEGISLATIVE ACTION 


Beyond any question a noteworthy effect of the committee’s work 
has been the tremendous response in the nature of public awakening 
and its constructive reaction to enlightenment. There has been a far- 
reaching chain reaction, the extent of wnich can only be assayed 
broadly because in many cases the translation of this awakening into 
action is only in a formulative phase at the time of this writing. 
Aroused citizenry has accounted for increased interest in the problem 
at State and local levels, as indicated by the formation in many State 
legislatures of little Kefauver committees with the avowed purpose of 
exploring, exposing, and eradicating the cancerous conditions existing 
in these areas. Some of these legislative inquiries have already pro- 
duced needed corrective legislation. The State of Florida has recently 
sought to curb bootlegging of racing information to the bookmakers 
by supplementing the wire-service prohibition already on its statute 
books with an enforced 20-minute delay in the transmission of racing 
news by legitimate news-gathering organizations. 

Grand juries too numerous to mention are delving into areas un- 
touched for many years. Reports of action by alert officials in clean- 
ing up crimination conditions and in throwing out corrupt officeholders 
come from every State. Such a racket stronghold as Cook County, 
Ill., has seen, within the last 3 months, 11 men indicted for conspiracy 
to violate the gambling laws and this investigation is continuing. In 
Florida, grand juries have indicted 50 gamblers and law-enforce- 
ment officers. Five sheriffs were removed, two of whom were later 
reinstated. In Tampa, Fla., where the committee sought in vain for 
evidence of law-enforcement activity looking toward the prosecution 
of perpetrators of 15 unsolved gang-type killings, nearly all identified 
with the gambling rackets, the grand jury has reported more activity 
than at any time within 15 years. 

Nearly every section of the country is experiencing a wave of grand 
jury activity with ensuing disclosures and indictments which are a 
testimonial to the American system of justice and the ability of the 
people to rid themselves of the scourge of the underworld by judicial 
process. It is reasonable to forecast that venal politicians whose cor- 
ruption has permitted the racketeers to become so firmly entrenched 
will in large measure be eliminated as aroused and awakened citizens 
go to the polls. 

Outside recognized judicial channels, other potent forces in citizen 
crime commissions are springing up to wage war against the criminals. 
The committee finds that crime commissions, where established, have 
played an important part in focusing attention on evil conditions by 
giving them publicity and spurring sometimes disinterested law- 
enforcement agencies into action. Where crime commissions were 
formed prior to the advent of this committee, it was apparent that 
criminal activities in those communities such as Chicago, Miami, and 
California were being scrutinized most carefully, resulting in the 
elimination of many rackets and the operation of others being made 
more hazardous. 
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Some of the places where new crime commissions have been formed 
or are in the making are Tampa, Fla.; Dallas, Tex.; New Orleans, 
La.; Des Moines, lowa; New York, both State and city; Detroit, 
Mich. , and in New England. It has been indicated that a California 
crime study commission which had expired will likely be re-created. 

Trained personnel from our committee has been drawn upon to 
serve in important capacities in local anticrime groups. 

Definite indications of increased interest and awakening, possibly 


due to committee activities, have been noted in law-enforcement fields 
both Federal and local. 


GANGSTERS REVISE INCOME TAX RETURNS 


Perhaps the figures will never be known but informed sources advise 
the committee that fear of scrutiny of their tax returns, either by this 
committee or other agencies having prosecutive powers, has caused a 
great number of racketeers, large and small, suddenly to become 
extremely circumspect in the filing of returns. They are being careful 
to report their real income more accurately, resulting in a gain of 
perhaps millions of dollars to the Government in taxes for income which 
might have gone unreported. It is strongly intimated that this tax 
gain to the Government has been many times the entire cost of this 
committee’s work. Moreover, spurred by the committee’s revela- 
tions, the Bureau of Internal Revenue has now set up a special Frauds 
Section consisting of racket squads across the Nation, which, if they 
realize their full constructive potentialities, may be expected to regain 
additional millions for the Treasury. Indictments have already been 
announced against racketeers and gamblers like Mickey Cohen and 
Washington, D.C., gamblers Emmett Waring and Sam Beard. Then, 
too, the various State tax coffers have benefited, not only from the 
increase in income taxes paid by racket figures but from such indirect 
sources as increased taxes received from money bet at race tracks 
where horse racing is permitted. For example, New York has filed 
tax claims amounting to $715,152 against Frank Erickson. State 
taxes are levied on the “handle” or volume of money bet. Because of 
the activity of this committee it has been found that in every area 
visited by the committee where racing is legal the “handle” at the 
race tracks was considerably higher than in precommittee times. 

At the local level accelerated police activity has accounted for the 
complete revision of some police departments, shaking up of indifferent 
vice squads and formation of new, more vigilant, racket squads. 
Disclosures by the committee of the identity and location of gamblers 
in many instances resulted in immediate raids and arrests. An inter- 
esting example developed during the testimony in Washington of 
Sidney Brodson, a Milwaukee, Wis., betting commissioner. The 
Brodson hearing was televised and as he revealed the name, address 
and telephone number of individuals across the country with whom 
he placed bets, it was found that police officers viewing the televised 
proceedings learned for the first time of the gambling activities in their 
towns. They immediately visited the addresses mentioned and, before 
Brodson had left the stand, they had located and arrested his betting 
associates in cities separated by thousands of miles. 

Mayor Dorothy McCullough Lee of Portland, Oreg., advised that 
she would follow through further in the case of Irving Hasson, a book 
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maker mentioned by Brodson. Hasson was arrested for bookmaking 
immediately following Brodson’s testimony. The mayor stated that 
she would revoke Hasson’s city licenses such as those for cardroom or 
restaurant. In other localities, prosecutors learning of these telephone 
bookmaking activities have directed the telephone companies to dis- 
continue service to the bookmakers thus removing from them the 
instrument which is sine qua non of their activity. 

From time to time it was found that certain lawyers seemed to have 
overstepped the bounds of legal ethics either by actively engaging in 
criminal operations or by giving improper advice and counsel to the 
criminal that it can be only concluded that the lawyer was aiding and 
abetting the perpetration of the offense rather than defending his 
client. Disbarment proceedings by bar associations have followed. 
The disclosures of the activities of these lawyers have become the 
subject of study by a special committee of the American Bar Asso- 
ciation which is attacking the problem with a view to purging the 
ranks of the profession of those who have been discredited. 


NEW ACTION ON OLD CASES 


Other Federal law-enforcement agencies have caught the competi- 
tive feeling and have pursued matters in many cases that have been 
dormant for many years. While the committee was in the New Or- 
leans area the Immigration Service, at the insistence of a committee 
investigator, found a long-sought immigration violator, Sylvester 
(Sam) Carrollo, who had been hiding out near New Orleans, and 
deported him. The Department of Justice has announced an inten- 
tion to make an annual survey of racketeers to determine. whether 
any Federal laws are being violated and to concentrate on certain 
areas with special Federal grand juries to probe matters brought to 
their attention by the heads of the various Federal law-enforcement 
agencies and by local complainants. 

Civic or citizens’ groups have rallied and it is everywhere apparent 
that community leaders are unwilling to accept evidence of compla- 
cency or apathy on the part of their law-enforcement officers. These 
groups with programs of education and research into the problems of 
their communities will serve as an inspiration to the competent and 
honest law-enforcement officer and as a deterrent to the crooked. 
The recommendations of these groups have led to enactment of new 
legislation and consideration of additional legislation to tighten laws, 
to close loopholes and to increase the severity of penalties for the 
violator. In Maryland the legislature will consider a law making 
gambling a felony, heretofore “only a misdemeanor. Judges have 
announced and put into practice an intention to cope with the problem 
by jailing offenders. Heretofore small fines paid willingly by the 
gamblers have been accepted, and looked upon by the criminals as a 
small license fee to continue their lucrative practice of milking the 
public. 

Even during the committee’s investigations those who operated 
outside the law were found to be constantly scheming and devising 
new ways to defeat law enforcement. Some of these attempts were 
exposed during the committee’s hearings. For example, the com- 
mittee found that in New Orleans a factory had been rented and dies 
ordered to manufacture slot machines. All slot machines are illegal 
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in Louisiana. Obviously the enterprise was designed to defeat the 
recently enacted Federal law prohibiting interstate transportation of 
slot machines, or parts thereof. Disclosures at the committee hearing 
resulted in the abandonment of the project. Similarly the commit- 
tee’s investigators found in San Francisco a pilot model of a new 
slot machine which operated electrically which was not “coin oper- 
ated.”” This device, too, was exposed and the distributor, who had 
imported the device from Chicago, announced an intention to abandon 
distribution of them. 

Not the least remarkable adjunct of the activities of the committee 
has been a Nation-wide dislocation of principal hoodlums from their 
well-entrenched haunts. 

Invariably the committee found that when racket leaders became 
fugitives from committee process, the flight may have diminished in 
some cases the speed of the committee’s accomplishments, but un- 
questionably the racketeers’ efforts to avoid service foreclosed to them 
their ability effectively to function, and temporarily at least, caused 
the shutdown of many criminal operations. 


SHOULD GAMBLING BE LEGALIZED? 


The widespread incidence of illegal gambling disclosed by the 
committee’s investigations has resulted in the suggestion, made b 
many well-meaning and conscientious individuals, that the anti- 

ambling laws should be abandoned as unenforceable, and that the 
usiness of gambling should be legalized and licensed. 

This suggestion appears to be premised on the dual assumptions 
that once gambling is legalized the crooks and the cheats will retire 
from the field and leave the operations of the handbooks, policy wheels 
and the gaming rooms to honest and upstanding businessmen, and 
that public officials, who have previously been persuaded to ignore or 
affirmatively aid illegal gambling operations, will automatically prove 
incorruptible when entrusted with responsibility for controlling these 
same operations through a licensing system. 

It seems to this committee that the simple statement of these 
premises is sufficient to demonstrate how invalid they really are. 

It is the nature of the business of gambling, and not its legality or 
illegality, that makes it so attractive and lucrative for gangsters and 
hoodlums. 

Elsewhere in the report the committee has described the ways in 
which professional gamblers can and do protect themselves from loss, 
and the size of the profits which can be made from a well-run gambling 
operation. The tremendous profits to be made from these completely 
nonproductive operations offer obvious attractions to the lawless 
and parasitic elements in our society. Legalization of gambling in no 
way diminished its attractions for underworld elements, nor did it 
prevent them from maintaining their domination of the field through 
intimidation and corruption. 

Proponents of legalization often argue that the urge to gamble is 
inherent in human nature and that the enforcement of antigambling 
laws is an impossible and impracticable task. It is undoubtedly true 
that a great number of people enjoy gambling but the investigations 
of this committee have disclosed ample evidence of the evils which 
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inevitably accompany the gratification of the desire to gamble. The 
fact that it is undoubtedly impossible to eradicate gambling completely 
would not justify the abandonment of attempts to limit the operations 
of the professional gamblers. 

The history of previous experiments in legalization of gambling has 
shown that legalization results in an increase in gambling, particularly 
in increased participation by small-wage earners—the people who are 
least able to bear the inevitable losses. Wherever large-scale gam- 
bling has been carried on it has been the experience of law-enforcement 
officials that violence and crime increase in proportion to the size of 
the gambling operations. The promise of income to the gambling 
operator is sufficient to encourage large-scale intimidation and corrup- 
tion in order to maintain a monopoly of the gambling operation. The 
losses incurred by victims of gambling have driven them to embezzle- 
ment, robbery, and other crimes committed by men desperately at- 
tempting to recoup gambling losses they could not afford to sustain. 


SITUATION IN GREAT BRITAIN COMPARED 


The committee has studied with interest the scholarly report which 
was recently returned by the British Royal Commission on Betting, 
Lotteries, and Gaming. The commission stated its conclusion that 
gambling on the scale on Which it is indulged in the British Isles at 
the present time, does not impose a serious strain on the national 
resources or Manpower, or constitute a serious inducement to criminal 
activity. 

The commission estimated that the annual turn-over in all forms of 
gambling for the year 1950, amounted to about 650 million pounds, 
or about $1.8 billion. This committee has estimated that the present 
annual turn-over in the United States is about $20 billion. It is the 
belief of this committee that the conclusion of the Royal Commission 
that gambling can be satisfactorily licensed and controlled, is expli- 
cable in terms of the size of the problem with which they were dealing. 

Under the system presently in force in England, off-track betting 1s 
legal only if bets are credit transactions plac ed through phone or wire, 
and not by the bettor in person. The commission reported that 
despite the illegality of handbooks operating on a cash basis, off-track 
bookmakers do a flourishing cash business. The commission also 
reported that although it had found occasional evidences of attempted 
corruption of officials by persons illegally carrying on gambling 
operations, there was little evidence of actual cor ruption or violence 
as a result of betting and gambling. Gambling casinos and dice and 
roulette games are legal 1 in England, and the Royal Commission did 
not find any evidence of organized illegal operations in this field. 

The investigation which our committee has carried on for the past 
year has shown that an entirely different situation exists in the United 
States. The extravagant profits to be made from the continuous 
operation of gambling casinos, handbooks and lotteries in this country 
have attracted the worst gangster and hoodlum elements. The 
amounts of money involved are so tremendous that the expenditure 
of large sums of money for corruption of enforcement officials, and 
officials at even higher levels, can and is absorbed as an expense of 
doing business, 
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It should be noted that the Royal Commission’s conclusion that 
gambling in the British Isles was not necessarily accompanied b 
violence and corruption was based on a study of extra-legal as w all 
as legal gambling. Their conclusion that off-track betting on a cash 
basis should be legalized was based on their findings that the com- 
paratively small-scale operations carried on in the British Isles had 
not resulted in conditions similar to those which this committee found 
prevailing throughout the United States. Whatever the reasonable- 
ness of the commission’s recommendations may be in terms of the 
situation existing in the British Isles today, there is no argument by 
analogy from their recommendations to the legalization of a $20 billion 
a year empire built on corruption. 

‘In short, in the United States the question is not solely whether or 
not gambling i in itself is harmful to the public. Here gambling has 
led to harmful byproducts that can be controlled only by continu- 
ously fighting organized professional gambling. The committee is 
convinced that this will produce far lesser evils than legalized gambling. 


WHAT TESTIMONY IN NEVADA DISCLOSED 


If legalized gambling could be successfully divorced from the evils 
of crime and corruption, the State of Nevada would offer the most 
ideal climate for its operation. Nevada is a State with a small 
population, where gambling operations can be policed easily and the 
comings and goings of undesirables can be noted, yet the State of 
Nevada has found it necessary substantially to increase police surveil- 
lance as a result of the legalization of gambling and the ac companying 
influx of hoodlums, racketeers, and the other inevitable parasites 
who spring up like weeds wherever gambling operations are carried on. 

While it is true that the revenue received by the State of Nevada 
in connection with the licensing of gambling in that State contributes 
somewhat to the rather meager finances of the State, it should also 
be noted that the revenue from such operations as the Flamingo Club, 
which netted $400,000 in 1949, finds its way into the pockets of men 
like Rosen and Sedway. At the same time, the taxpaying citizens 
of the State must foot the bill for large expenditures for relief and 
police protection, expenditures which are necessary accompaniments 
of the wide-scale gambling operations in the State. 


COMMITTEE OPPOSES LEGALIZATION OF GAMBLING 


It is often argued that it is impossible effectively to outlaw the 
operation of handbooks, lotteries, and other forms of gambling in States 
where pari-mutuel betting is permitted. The fact that a number of 
States have considered it desirable to permit on-track betting under 
conditions that are most easily subject to policing and control does not 
furnish any basis for the legalization of other forms of gambling which 
are far more likely to be dominated by underworld elements and most 
apt to lead to violent competition and criminal activity. 

Those States which have legalized pari-mutuel betting have done 
so in an attempt to satisfy the gambling urge in the manner which can 
be most closely controlled and least likely to be ace ompanied by the 
familiar evils of gambling. While race-track wagering undoubtedly 
results in individual personal tragedies as a result of undisciplined 
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betting, the damage can be more or less limited to persons who can 
better afford to incur financial losses. The operation of handbooks 
and other gambling establishments in places that are easily accessible 
to the workingman and the nonhabitual bettor results in the spread of 
the evils of gambling to increasingly larger segments of the population. 

In the opinion of this committee there is no sense or logic in legalizing 
the greater evils of off-track betting simply because it has been the 
considered judgment of a number of States that pari-mutuel betting 
can be controlled and operated without undue detriment to society. 

There has not been presented to this committee any plan for the 
extension of controlled gambling which carries with it a substantial 
chance of success. On the contrary, each plan for extending legal 
gambling appears to play into the hands of the gangster element. 

In many communities, the professional gambling element is syn- 
onymous with the g rangster element. This is particularly true in the 
large cities which the committee investigated. In these cities, much 
of the propaganda for legalized gambling can be traced to organized 
and professional gamblers. They have attempted through public 
relation channels open to them to persuade legitimate businessmen 
that an open town is good for business. They have succeeded in 
many cities, primarily Miami Beach, in intimidating law-abiding 
citizens so that they are reluctant to enter into political campaigns 
against the candidates supported by the gangsters. Particularly in 
resort areas where wide-open gambling had the connivance of local 
police have these efforts been made to persuade the non-gambling 
businessmen to support the gamblers. But during the last year w hen 
both Miami Beach and Saratoga were closed to gambling, each of 
these resorts enjoyed an unsually successful season. The Miami 
area, in na i has just made available reports showing the 
success of its 1950-51 season. Apparently, more tourists spent more 
money in this area than ever before, and more of the money which was 
spent was diverted into normal legitimate trade channels. Of course, 
some illegal and clandestine gambling existed, but the fact is that 
closing down the wide-open gambling did not adversely affect the 
economy of the resort. It did result in an upsurge of awareness on 
the part of the honest citizens and dealt a serious financial and political 
blow to the racketeers engaged in organized illegal gambling. 

If, on the other hand, gambling were legalized in the Miami area, 
and the imprint of respectability placed upon the racketeers who have 
been controlling and corrupting law enforcement, it is the committee’s 
opinion that they would renew and extend their efforts to control and 
corrupt State and local government with a resultant decay of govern- 
mental morality far in excess of that which the committee found to 
exist during its investigations. 

O 
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FIXING THE PERSONNEL STRENGTH OF THE UNITED STATES 
MARINE CORPS, AND ESTABLISHING THE RELATIONSHIP OF 
THE COMMANDANT OF THE MARINE CORPS TO THE JOINT 
CHIEFS OF STAFF 


May 2 (legislative day, Aprit 17), 1951.—Ordered to be printed 


Mr. Hunt (for Mr. Kerauver), from the Committee on Armed 
Services, submitted the following 


REPORT 
[To accompany S. 677] 


The Committee on Armed Services, to whom was referred the bill 
(S. 677) to fix the personnel strength of the United States Marine 


Corps, and to make the Commandant of the Marine Corps a per- 
manent member of the Joint Chiefs of Staff, having considered the 
same, report favorably thereon with amendments, and recommend 
that the bill, as amended, do pass. 


AMENDMENTS TO THE BILL 


On page 2, line 4, delete the word “less” and substitute in lieu 
thereof the word “more’’. 

On page 2, delete all of section 2 and insert in lieu thereof a new 
section as follows: 

Sec. 2. The Commandant of the Marine Corps shall be a consultant to the 
Joint Chiefs of Staff on all problems before the Joint Chiefs of Staff. On matters 
in which the Marine Corps may be concerned he shall be permitted to be heard 
and to file a supporting memorandum for consideration by the Secretary of De- 
fense and the President. 

Amend the title of the bill to read as follows: 


A bill to fix the personnel strength of the United States Marine Corps, and to 
establish the relationship of the Commandant of the Marine Corps to the Joint 
Chiefs of Staff. 


PURPOSE OF THE BILL 


The purpose of this bill, as amended, is to insure the existence of a 
ready, combatant Marine Corps of four full-strength combat divisions, 
four full-strength air wings, and the necessary supporting organiza- 
tions, in order that the Marine Corps may carry out the functions 
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assigned to it by law. The bill, as amended, also provides that the 
Regular Marine Corps shall not exceed 400,000 in personnel. It also 
provides that the Commandant of the Marine Corps shall be a con- 
sultant to the Joint Chiefs of Staff on all its problems and have a voice 
on matters pertaining to the Marine Corps. 


EXPLANATION OF THE BILL 


Under existing law the United States Marine Corps is assigned 
specific functions by section 206 (c) of the Unification Act, as amended. 
In the enactment of this legislation the Congress intended that there 
be maintained a combatant Marine Corps of adequate size to carry out 
the functions prescribed by law. Prior to Korea this was not done. 
After careful consideration of the testimony the committee believes 
that an organization consisting of four full-strength combat divisions 
and four full-strength air wings, along with the necessary supporting 
organizations, will insure the Regular Marine Corps being maintained 
as an effective part of our total defense structure. In this role it will 
be prepared to fight as a part of the operating force of the Navy or, as 
in Korea today, as a part of the Army. 

There was considerable testimony presented to the committee but 
no one, including those who testified against the legislation, did other 
than state that the use of Marine Corps troops as the ready force for 
our country’s defense would be less expensive than using Army troops. 
While there was some variation in detail as to the amount that would 
be saved, it appears clear to the committee that the savings will be 
significant if our Nation’s ready forces are marines. 

The sponsors of the legislation suggested the limitation of 400,000 
for the regular Marine Corps and the committee concurs in this recom- 
mendation, because by so doing it makes it clear that the Marine 
Corps cannot develop into a second land army. The responsibility 
for fighting our major wars is properly the responsibility of the United 
States Army. It is intended, as is provided by present law that when 
assigned by the President the Marine Corps will fight as a part of the 
United States Army in operations too large to be handled by the four 
divisions. Furthermore, it is felt that if the Marine Corps is permitted 
to become too large it may lose some of the esprit and cohesiveness 
which has made it such an outstanding military organization. 

The committee considered carefully all the evidence adduced in 
favor of making the Commandant a member of the Joint Chiefs of 
Staff. It recognizes the fact that the United States Marine Corps is 
a separate service within the Department of the Navy, and is not a 
part of the operating forces of the Navy. It also recognized that the 
Commandant of the Marine Corps is not under the command of the 
Chief of Naval Operations, and although considerable testimony was 
adduced on this point, the committee accepts the factual and legal 
situation outlined in a letter from the Secretary of the Navy enclos- 
ing certain correspondence which bears on this point. The corre- 
spondence is printed herewith, so that the entire facts are made a 
part of the printed record. 
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THe SECRETARY OF THE Navy, 
Washington, April 19, 1951. 
Hon. Estes Keravuver, 
United States Senate, Washington, D. C. 

Dear Senator Kerauver: During hearings on April 17 on the bill S. 677 
before your subcommittee, it was requested that the Navy Department furnish 
a copy of correspondence exchanged between the Commandant of the Marine 
Corps and the Secretary of the Navy during the pendency before the Eightieth 
Congress of the bill H. R. 3432 which was later enacted as Public Law 432. A 
copy of this correspondence is enclosed. 

As Admiral Sherman and I attempted to make clear to the subcommittee, and 
to Senator Douglas, during our testimony on April 17, the laws passed and the 
general orders issued since World War II do not interpose the Chief of Naval 
Operations in the administrative chain of responsibility between the Secretary 
and the Commandant, nor do they modify the hostorical relationship between 
the Secretary and the Commandant. 

The so-called naval command of the Chief of Naval Operations over the 
Naval Establishment is exercised only in his capacity as my principal naval 
executive, and only as necessary to obtain essential coordination of matters 
which must be coordinated by professional military officers (Navy and Marine 
Corps). It does not in any way alter the Commandant’s direct responsibility to 
the Secretary of the Navy for the administration and efficiency of the Marine 
Corps. 

Public Law 432 was a statutory enactment of the organization which was in 
effect prior to its approval under an Executive order issued pursuant to the First 
War Powers Act. Public Law 432 made no change in the then existing status of 
the Marine Corps. It was unnecessary to change general orders then in effect, 
such as Generali Order No. 5, because Public Law 432 brought about no organiza- 
tional change. 

As a matter of actual practice, the Chief of Naval Operations and the Com- 
mandant of the Marine Corps work directly and effectively under and with the 
Secretary of the Navy, the Under Secretary of the Navy, and the Assistant 
Secretaries of the Navy in an informal atmosphere of cooperation. The coordi- 
nation and direction of the efforts of the bureaus and offices of the Navy Depart- 
ment are accomplished primarily by leadership and cooperation. 

It is requested that this letter be made a part of the record. 

Very sincerely, 
Francis P. MatrrHews. 


DECEMBER 17, 1947. 
From: Secretary of the Navy. 
To: Commandant of the Marine Corps. 
Via: Chief of Naval Operations. 
Subject: H. R. 3432, 80th Congress. 
Reference: (a) Comdt. MarCorps letter, serial MC-—961945 dated 11 December 
1947, and CNO endorsement thereto, serial 3984P21. 


1. In reply to reference (a) the Commandant of the Marine Corps is informed 
that it is not the intent of the Navy Department, in seeking enactment of H. R. 
3432, to alter the Commandant’s direct responsibility to the Secretary of the 
Navy for the administration and efficiency of the Marine Corps. 

2. The Navy Department interprets neither Executive Order 9635 nor H. R. 
3432 as interposing the Chief of Naval Operations in the administrative chain of 
responsibility between the Secretary and the Commandant, or as otherwise 
modifying the historical relationship between the Secretary and the Commandant. 


Joun L. SULLIVAN, 
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{Endorsement 1—On Comdt. MarCorps Serial MC-961945 dated December 11, 1947] 


Navy DEPARTMENT, 
OFFICE OF THE CHIEF OF NAVAL OPERATIONS, 
Washington 25, D. C., December 15, 1947. 
From: Chief of Naval Operations. 
To: Secretary of the Navy. 
Subject: H. R. 3432, 80th Congress. 

1. Forwarded. 

2. In the opinion of the Chief of Naval Operations, neither Executive Order 
9635 nor H. R. 3432 can be interpreted as interposing the Chief of Naval Opera- 
tions in the administrative chain of responsibility between the Secretary of the 
Navy and the Commandant of the Marine Corps. 

3. To eliminate any uncertainty in this regard, it is considered desirable that 
the Secretary of the Navy disclaim any such intent on the part of the Navy 
Department in seeking the enactment of H. R. 3432. To this end, it is recom- 
mended ihat you sign ihe a:iached proposed leiter to ‘(he Commandant of the 
Marine Corps. 


C. W. Nimitz. 


HEADQUARTERS UNrrep States MARINE Corps, 
Washington, December 11, 1947. 
MC—961945. 
From: Commandant of the Marine Corps. 
To: Secretary of the Navy. 
Via: Chief of Naval Operations. 
Subject: H. R. 3432, Eightieth Congress. 

1. Throughout the years in which the Marine Corps has existed as an integral 
part of the Naval Establishment, the Commandant of the Marine Corps has been 
directly responsible to the Secretary of the Navy for the administration and 
efficiency of the corps. This excellent relationship was not altered by the issuance 
of Executive Order 9635 under the temporary authority of the First War Powers 
Act. Although it is possible to interpret that order as interposing the Chief 
of Naval Operations in the administrative chain of responsibility between the 
Secretary and the Commandant, to my knowledge such an interpretation has 
never been sought. The possibility that it might some day be sought has been a 
source of concern to me, however, and my concern has been relieved only by 
recognition of the temporary nature of the order. 

2. Already apprehensive of the possible effects of Executive Order 9635, I was 
greatly disturbed to find that H. R. 3432 is drafted in such terms that it also can 
be interpreted as modifying the old direct relationship between the Secretary and 
the Commandant. In the light of my personal experience and association with 
the Secretary and the Chief of Naval Operations I am confident that H. R. 3432 
was not drafted with any such intention. Nevertheless, if the bill is enacted in its 
present form, and such an intention is not negated as a matter of record, the 
interpretation of which I am apprehensive may eventually be sought and applied. 
It is my sincere belief that such an eventuality would react to the detriment of 
the naval service. 

3. If H. R. 3432 were not already nearing the end of the legislative process, I 
would feel constrained to recommend that it be amended in such a way as to 
reaffirm the Commandant’s direct responsibility to the Secretary for the adminis- 
tration and efficiency of the corps. Since the most favorable opportunity for 
such action has passed, I recommend instead that the Secretary, in reply to this 
letter, make it a matter of record that it is not the intent of the Navy Department, 
in seeking the enactment of H. R. 3432, to alter the old relationship. I further 
recommend that the old relationship be reaffirmed in the Navy Department 
general order which I presume will be issued in implementation of H. R. 3432. 


A. A. VANDEGRIFT. 
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Notwithstanding the belief of the committee, as stated above, that 
the Marine Corps is a separate military service within the Depart- 
ment of the Navy, it does not feel its size warrants the Commandant 
being made a permanent member of the Joint Chiefs of Staff. Fur- 
thermore, if such a step were taken it is possible that an imbalance 
might be created on the Joint Chiefs of Staff, with too much naval 
representation in its voting. On the other hand, the committee is 
just as firmly convinced that the Commandant should attend all 
meetings of the Joint Chiefs of Staff, and that the position of the 
Marine Corps should be presented directly by the head of that service. 
Accordingly, the bill was amended to provide that the Commandant 
shall be a consultant to the Joint Chiefs of Staff in all of their delib- 
erations and on matters pertaining to the Marine Corps, the bill, as 
amended, requires that he will be heard by the Joint Chiefs of Staff 
and be permitted to file papers supporting his position for the consider- 
ation of the Secretary of Defense and the President. By this action 
the committee believes that the full value of the Commandant’s 
experience will be available to the Joint Chiefs of Staff, and he will 
attend their meetings. The committee hearings show that since the 
passage of the Unification Act in 1947, the Commandant has only 
attended six meetings of the Joint Chiefs of Staff. The committee 
believes that it will be in the national interest that he be present at all 
times and heard on matters in which the Marine Corps has an interest. 

The committee was impressed by the position taken by the pro- 
ponents of this legislation to the effect that legislation of this kind is 
not unusual nor does it create an inflexible pattern for the services. 
It is quite similar to legislation enacted for the Air Force, in imple- 
menting the so-called 70 air-group program and certain statutory 
limitations on tonnage and numbers of naval vessels. 

The committee believes that in order to insure the intent of Congress 
being carried out where the Marine Corps is concerned that specific 
legislation will be required. In the past, partly because of the fact 
that it has not been stated specifically in law, the combat readiness 
of the Marine Corps had practically ceased to exist as a substantial 
factor in our defense planning. 

The bill, as introduced, was sponsored by 44 United States Senators. 
Their position was strongly expressed before the committee by 
Senator Paul H. Douglas, senior Senator from Illinois, and careful 
statements in support of the legislation were submitted by Senator 
Walter F. George, of Georgia, and Senator Irving M. Ives, of New 
York. Strong testimony in support of the legislation was presented 
by two former Commandants of the Marine Corps; the Marine Corps 
Reserve Officers Association; the Honorable James P. S. Devereux, 
a Member of Congress from Maryland, representing the Marine Corps 
League; the Honorable John Nicholas Brown, former Assistant Sec- 
retary of the Navy; Mr. Arthur B. Hanson, attorney at law; the 
Honorable Mike Mansfield of Montana; and the Honorable Sid 
McMath, Governor of Arkansas. 
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The Defense Department testified strongly in opposition to the 
legislation. There is no comment from the Bureau of the Budget on 
this bill. 

In considering this legislation the committee sincerely hopes and is 
aware that changing world conditions may eventually require a 
reevaluation of all our military organizations and legislation. How- 
ever, in view of present world conditions and after carefully weighing 
the pros and cons of the evidence which is contained in the hearings, 
the committee unanimously recommends that the bill, as amended, 
be approved. 

O 
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— AUTHORIZING THE COMMISSIONERS OF THE DISTRICT OF COLUM- 
BIA TO APPOINT A MEMBER OF THE METROPOLITAN POLICE 
DEPARTMENT OR A MEMBER OF THE FIRE DEPARTMENT OF 
THE DISTRICT OF COLUMBIA AS DIRECTOR OF THE DISTRICT 
OFFICE OF CIVIL DEFENSE 


May 3 (legislative day, May 2), 1951.—Ordered to be printed 


Mr. NEE ty, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


{To accompany H. R. 3297] 


¥” The Committee on the District of Columbia, to whom was referred 
the bill (H. R. 3297) to authorize the Commissioners of the District 
of Columbia to appoint a member of the Metropolitan Police Depart- 
ment as Director of the District Office of Civil Defense, and for other 
purposes, after mature consideration, report favorably thereon with 
amendment and recommend that the bill as amended do pass. 

The amendment is as follows: 

Page 2, line 22, strike the colon after the word ‘‘greater’’, insert a 
period, and strike the last proviso down to and including line 5 on 
page 3. 

The purpose of this bill is to permit the Commissioners of the Dis- 
trict of Columbia to appoint a member of the Metropolitan Police 
Department or a member of the Fire Department of the District of 
Columbia as Director of the District Office of Civil Defense. 

Public Law 686 of the Eighty-first Congress, approved August 11, 
1950, authorized the establishment in the District government of an 
Office of Civil Defense. That law also provided for a Director of 
such Office. It is felt that the position as Director of the Office of 
Civil Defense requires that the incumbent be a person with an inti- 
mate knowledge of the District of Columbia and its affairs. Since the 
Director of the Office of Civil Defense would have a large measure of 
control of emergency operations during a disaster, an officer of the 
Police or Fire Departments is best equipped by background and train- 
ing for such position. 

If this legislation is enacted the Director of the Office of Civil De- 
fense would be paid with the salary provided by law for that position 
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chargeable to the appropriation for the Office of Civil Defense for the 
District of Columbia. 

During the time an officer of the Police or Fire Departments served 
as Director of the Civil Defense Office he would be deemed to be a 
member of the Police Department or the Fire Department for all 
purposes of rank, seniority, allowances, privileges, and benefits, 
including retirement and disability benefits under the provisions of 
section 2 of the act approved September 1, 1916, as amended. He 
would also be entitled to any promotion in rank to which he may have 
been entitled as an active member of the Police or Fire Departments. 

This bill has the approval of the Commissioners for the District of 
Columbia and the Bureau of the Budget. 


O 
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MAKING CERTAIN REVISIONS IN TITLES I THROUGH IV 
OF THE OFFICER PERSONNEL ACT OF 1947, AS AMENDED 


May 4 (legislative day, May 2), 1951.—Ordered to be printed 


Mr. Stennis, from the Committee on Armed Services, submitted the 
following 


REPORT 
[To accompany §. 841] 


he Comittee on Armed Services, to whom was referred the bill 
842) termake certain revisions in titles | through IV of the Officer 
rsornel_Act of 1947, as amended, and for other purposes, having 
sidered the same, report favorably thereon with amendments, and 
recommend that the bill, as amended, do pass. 


AMENDMENTS TO THE BILL 


On page 3, line 22, after “Src. 2”, insert ‘“‘(a)”’. 

On page 3, line 25, after the word ‘‘temporarily’’, delete the word 
“promoted” and substitute in lieu thereof the word ‘‘appointed”’. 

On page 4, between lines 4 and 5, insert the following: 


(b) Section 5 of such Act is further amended by— 
(1) Inserting, immediately after ‘Sec. 5’’, the subsection designation ‘(a)’; 
and 

(2) Inserting at the end thereof the following new subsection: 

“(b) In addition to recommending those officers whom it considers fully quali- 
fied for temporary appointment to higher grades, such a board shall also report, 
from among the officers whose names are presented to it for consideration, the 
names of any Officers of the active list of less than twenty years’ service whose 
records in its opinion indicate their unsatisfactory performance of duty in their 
present grades and in its opinion indicate that they would not satisfactorily per- 
form the duties of a higher grade. Officers holding permanent appointments on 
the active list of the Regular Navy or Marine Corps in the grades of warrant 
officer and above whose names are so reported shall, except as hereinafter provided, 
be honorably discharged from the naval service on the first day of the fourth 
month following that in which their names are thus reported with a lump-sum 
payment computed on the basis of two #tonths’ active duty pay at time of dis- 
charge for each year of commissioned service computed in accordance with sub- 
section 102 (d) of the Officer Personnel Act of 1947, as amended, for line officers 
and subsection 202 (d) of that Act for staff officers, but not to exceed a total of 


* 
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one year’s active duty pay. No such officer who is under consideration for, or 
undergoing disciplinary action of any kind shall be separated from the naval 
service prior to the final disposition of his case and he shall thereafter without 
delay be separated from the naval service pursuant to this ‘subsection or other 
provisions of law, in the discretion of the Secretary of the Navy. An officer 
holding permanent appointment as a commissioned warrant or warrant Officer 
and serving temporarily in a higher grade, or an officer designated for limited 
duty who when appointed for the performance of limited duty only held a perma- 
nent appointment as a commissioned warrant or warrant Officer, whose name is 
so reported shall, in lieu of such honorable discharge from the naval service, 
have the option of reverting to the grade and status he would have held had he 
not been so appointed. An officer designated for limited duty who when appointed 
for the performance of limited duty only held a permanent rating below warrant 
officer, whose name is so reported shall, in lieu of such honorable discharge from 
the naval service, have the option of reverting to the grade and status he would 
have held had he not been so appointed and instead had been appointed a warrant 
officer. In any computation to determine the grade and status to which such 
officers may revert, all of their active service as an officer designated for limited 
duty or as a temporary or reserve Officer shall be included,”’ 

The principal purpose of the legislation is to give the President 
authority to set aside certain requirements of the Navy and Marine 
Corps sections of the Officer Personnel Act in time of war or national 
emergency, an authority similar to that which he now has with 
regard to the provisions of that act which relate to the Army and Ai 
Force. 

EXPLANATION OF THE BILL 


Under existing law the provisions of the Officer Personnel Act of 
1947, as amended, which relate to the Navy and Marine Corps, cannot 
ke set aside during periods of national emergency or war. During 
such times temporary promotions can be made in the Navy and in 
the Marine Corps. However, though temporary promotions are being 
male, the selection for permanent rank continues and officers who 
twice fail of selection must be separated from the active service. 
Many of these officers are well qualified to perform duties during 
emergencies and only fail of selection because of so-called forced 
attrition within the Navy and Marine Corps selection system. For 
example, if this bill is not enacted, approximately 300 qualified officers 
will be separated as of June 30 of this year. If separated, they will 
have to be replaced, probably by Reserves ordered to duty on an 
involuntary basis. 

The committee noted during the hearings that if this authority 
were granted, it would also require the retention on active duty of 
some officers who were not qualified. The Navy Department was 
requested to furnish language which would require the separation 
of officers who were not qualified to carry out their assignments, even 
though the balance of the officers in their group who failed of selection 
might be retained on the active rolls. The committee feels strongly 
that the authority requested by the Navy to retain qualified persons 
passed over during emergency should not be enacted unless the bill 
also separates those who are not qualified. 

Another change in existing law provides that the President may 
suspend the operation of any or @l of the provisions of title III of 
the Officer Personnel Act insofar as it applies to officers in grade of 
lieutenant (junior grade) and lieutenant. Under existing law certain 
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temporary features of the Officer Personnel Act terminate when the 
number of line officers holding permanent appointments on the active 
list of the Regular Navy equals 95 percent of their total officers 
authorized by law, or on January 1, 1957, whichever is the earlier. 
At the time this section was passed the long-range planning for the 
Navy envisioned a small Navy with practically all officers being 
Regulars. However, recent events show clearly the Navy will for 
some time be considerably larger than originally contemplated and 
must have on active duty a great many Reserves. It is necessary 
that this section of the law be amended to provide some flexibility 
within their officer structure under present emergency conditions. 
Also, subsection 1 (c) of the bill takes away certain of the existing 
limitations so that the re can be a more flexible distribution of officers 
in grade. This will permit the ordering of Reserve officers to duty in 
such grades without restrictions brought about by permanent laws 
designed to arbitrarily keep a certain number of officers in a particular 
grade. 

Subsection (d) permits flexibility in the making of computations to 
determine how many officers will be needed in each grade. At the 
present time the law requires a single computation to be made as of 
January 1 of each year. In view of the constantly readjusting situa- 
tion within the Navy and Marine Corps at the moment authority is 
needed to permit them to make new computations as the needs of the 
service indicate. 

Section 2 of the act provides that temporary promotions made 
under the authority of this act be made only upon the recommenda- 
tion of selection boards. It is contemplated that the same procedures 
will be followed for temporary promotions as now apply to permanent 
promotions under peacetime law. It was this section that was 
amended to provide that officers not qualified who fail of selection be 
separated from the service. 

The committee views all of these changes in the light of improving 
the flexibility of a promotion plan which was designed primarily for 
normal peacetime usage. The one basic change in policy is the one 
which permits the retention of qualified officers even though they fail 
of selection. Testimony before the committee adduced the fact that 
this was not intended to indicate that the Navy was attempting to 
abandon its so-called forced attrition which is used under normal con- 
ditions. It was also pointed out that in higher ranks this forced 
attrition was not bothering them at the present time. 

This bill as introduced has the full support of the Department of 
Defense and the Bureau of the Budget. The amendments referred 
to above are believed to be extremely desirable from the standpoint 
of the committee and if they are not included the committee would 
not recommend favorable consideration of the bill. 


CHANGES IN EXISTING LAW 


In compliance with subsection 3 of rule XXIX of the Standing 
Rules of the Senate there is herewith printed in parallel columns the 
text of the provisions of existing laws which would be repealed or 
amended by the provisions of the bill as amended by the committee: 
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Officer Personnel Act of 1947, as amended 


Sec. 116. Sections 101, 102, and, as 
to distribution, sections 103 and 114 of 
this title shall be effective upon the 
date of approval of this Act. The re- 
maining provisions of this title shall be 
effective upon the termination of title 
III of this Act. 


Sec. 214 Sections 201, 202, and 203 
of this title shall be effective upon the 
date of approval of this Act. The 
remaining provisions of this title shall 
be effective upon the termination of 
title III of this Act. 


Sec. 301. The authority granted by 
this title and all provisions hereof shall 
be terminated when the President shall 
determine that the number of officers 
holding permanent appointments on the 
active list of the line of the Regular 
Navy is equal to 95 per centum of the 
number of such officers authorized by 
law or on January 1, 1957, whichever 
shall occur the earlier. 


Sec. 303.— 

(zg) * * * That notwithstanding 
the provisions of this subsection relating 
to the authorized number of officers in 
grade, in order to make adjustments for 
the number of officers originally ap- 
pointed each year in any grade pursuant 
to this Act or to other provisions of law, 
the authorized number of officers in each 
grade concerned may be temporarily 
exceeded by such number of original 
appointments in such grade until the 
next succeeding annual computation 
authorized by this subsection shall be 
made. 
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Sectionl. * * * That the Officer 
Personnel Act of 1947, as amended, is 
further amended by— 

(a) Deleting in sections 116 and 214 
the last sentence thereof and substitut- 
ing therefor the following sentence: 

“Except when suspended under the 
provisions of section 426 (c), the remain- 
ing provisions of this title shall be effec- 
tive during any period in which title IIT 
of this Act is not in effect.” 


(b) Amending section 301 to read as 
follows: 

“Sec. 301. The authority granted by 
this title and all provisions thereof shall 
be effective during any period when the 
total number of line officers serving on 
active duty exceeds the number of line 
officers holding permanent appoint- 
ments in the grade of ensign and above 
on the active list of the Regular Navy: 
Provided, That with respect to provi- 
sions relating to officers serving in 
grades of lieutenant (junior grade) and 
lieutenant, the President during any 
period that he determines the needs of 
the service so require may suspend the 
operation of any or all such provisions 
of this title.” 

(c) Deleting in the last sentence of 
subsection (g) of section 303 the word 
“annual” and changing the period at the 
end of the said sentence to a colon and 
adding the following new proviso: 


“Provided further, That notwithstanding 
the provisions of this subsection relating 
to the authorized number of officers in 
grade, in order to make adjustments for 
the number of officers in the Naval 
Reserve who may be ordered to active 
duty in any grade pursuant to this Act 
or to other provisions of law, the author- 
ized number of officers in each grade 
concerned may be temporarily exceeded 
by such number of officers ordered to 
active duty in such grade until the next 
succeeding computation authorized by 
this subsection shall be made,” 
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Sec. 303. (g) To determine the auth- 
orized number of line officers in each of 
the various grades above lieutenant 
(junior grade), and in the combined 
grades of lieutenant (junior grade) and 
ensign, as provided in this section, 
computations shall be made by the 
Secretary of the Navy as of the date of 
approval of this Act and thereafter as of 
January 1 of each year, and the resulting 
number in each of such various grades, 
and in the combined grades of lieutenant 
(junior grade) and ensign, as so com- 
puted, shall, subject to the provisions of 
subsection (k) of this section, be held 
and considered for all purposes as the 
authorized number of officers in each of 
such various grades and in the combined 
grades of lieutenant (junior grade) and 
ensign, and shall not be varied between 
such computations: Provided, That to 
determine the authorized number of line 
officers designated for limited duty in 
each of the various grades above lieuten- 
ant (junior grade), and in the combined 
grades of lieutenant (junior grade) and 
ensign, the Secretary of the Navy, as of 
the date of approval of this Act and 
thereafter as of January 1 of each year, 
shall compute the maximum number of 
such officers which may serve in each of 
such various grades, and in the com- 
bined grades of lieutenant (junior grade) 
and ensign, as provided in subsection (a) 
of this section, and shall determine the 
number of such officers in each of such 
various grades, and in the combined 
grades of lieutenant (junior grade) and 
ensign, not to exceed such maximum 
number, required to meet the needs of 
the service during the ensuing vear, and 
the resulting number in each of such 
various grades, and in the combined 
grades of lieutenant (junior grade) and 
ensign, as so determined, shall be held 
and considered for all purposes as the 
authorized number of such officers in 
each of such various grades, and in the 
combined grades of lieutenant (junior 
grade) and ensign, and shall not be 
varied between such determinations: 
» he ee 

(th) To determine the authorized 
number of officers in the grade of rear 
admiral in the Medical Corps, Supply 
Corps, Chaplain Corps, Civil Engineer 
Corps, and Dental Corps, respectively, 
and the authorized number of captains 
in the Medical Service Corps and the 
authorized number of commanders and 
lieutenant commanders in the Nurse 
Corps, as provided in this section, com- 
putations shall be made by the Secre- 
tary of the Navy as of the date of 
approval of this Act and as of January I 
of each year thereafter; the resulting 
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(d) Amending subsections (g) and (h) 
of section 303 by deleting where appear- 
ing the words “as of January 1 of each 
year” and substituting in lieu thereof 
the words “at such times that the needs 
of the service require but not less than 
once annually”, 
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number in the grade of rear admiral in 
each corps in which such grade is author- 
ized, as so computed, shall, subject to 
the provisions of subsection (k) of this 
section, be held and considered for all 
purposes as the authorized number of 
officers in the grade of rear admiral in 
each such corps and shall not be varied 
between computations; the resulting 
number in the grade of captain in the 
Medical Service Corps and in each of 
the grades of commander and lieutenant 
commander in the Nurse Corps, as so 
computed, shall, subject to the provi- 
sions of subsection (k) of this section, be 
held and considered as the authorized 
number of officers in the grade of the 
corps concerned until a subsequent 
computation shall be made. 

Sec. 304. (n) No additional tempo- 
rary appointments in the naval service 
shall be effected pursuant to the author- 
ity of the Act of July 24, 1941 (55 Stat. 


603), as amended, after the effective 
date of this Act, but nothing herein 


contained shall be held to impair the 
authority to make temporary appoint- 
ments under that Act during any future 
war or national emergency. 


Sec. 426. (a) The-provisions of the 
Act of June 30, 1942 (56 Stat. 463), as 
amended, which relate to personnel of 
the Navy and Marine Corps, with the 
exception of sections 3 and 4 of the said 
Act, are hereby repealed, but this repeal 
shall in no way affect any provision of 
the said Act insofar as it relates to the 
personnel of the Coast Guard. 

(b) Nothing in titles I through IV 
of this Act shall be held to affect any 
provision of law which relates to per- 
sonnel of the Coast Guard, Coast and 
Geodetic Survey, or Public Health 
Service. 
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(e) Changing the period at the end of 
subsection (n) of section 304 to a colon 
and adding the following proviso: 


“Provided, That the President, during 
any period that he determines the needs 
of the service so require, may suspend 
the operation of this subsection ” 

(f) Amending section 426 by adding 
& new subsection as follows: 


“(c) The President may, at such 
time or times as he may deem advisable 
during any war or national emergency 
declared after the effective date of this 
Act, suspend the operation of any or all 
of the provisions of this Act which relate 
to the distribution in grades, promotion 
by selection, involuntary retirement 
and discharge of officers of the naval 
service, and such suspension shall not 
continue beyond June 30 of the fiscal 
year following that in which such war 
or national emergency shall end.” 
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Act of July 24, 1941 (55 Stat. 603), as 
amended 


Sec. 5. The temporary appointments 
under the authority of this Act shall be 
in such numbers as the President may 
determine that the needs of the service 
require and in such manner and under 
such regulations as he may prescribe. 
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Sec. 2. The Act of July 24, 1941 (55 
Stat. 603), as amended, is further 


amended by 
(a) Changing the period at the end of 


section 5 to a colon and adding the 
following proviso: 
“‘Provided, That officers shall be tem- 


porarily appointed pursuant to this Act 
to grades above lieutenant (junior 
grade) in the Navy and first lieutenant 


in the Marine Corps only upon the 
recommendation of a board of officers 
convened for that purpose.” 

(b) Inserting at the beginning of 


Section 5 ‘‘(a)’’ and adding the following 
new subsection (b 


“(b) In addition to 


recomme nding 
those officers whom it considers fully 
qualified for temporary appointment to 
higher grades, such a board shall also 


report, from among the officers whose 
names are presented to it for considera- 
tion, the names of any officers of the 
active list of twenty years’ 
service whose records in its opinion in- 
dicate their unsatisfactory performance 
of duty in their present grades and in its 


less than 


opinion indicate-that they would not 
satisfactorily perform the duties of a 
higher grade. Officers holdi: per- 


manent appointments on 
of the Regular Navy or ps 
in the grades of warrant officer and 
above whose nan reported shall, 
except as hereinafter provided, be hon- 
orably discharged from the naval service 
on the first day of the fourth month 
following that in which their names are 
thus reported with a lump-sum payment 
computed on the basis of two months’ 
active-duty pay at time of discharge for 
each year of commissioned 
puted in accordance with subsection 
102 (d) of the Officer Personnel Act of 
1947, as amended, for line officers and 
subsection 202 (d) of that Act for staff 
officers, but not to exceed a total of one 
year’s active-duty pay No such officer 
who is under consideration for or under- 
going disciplinary action of any kind 
shall be separated from the naval service 
prior to the final disposition of his case 
and he shall thereafter without delay be 
separated from the naval service pur- 
suant to this subsection or other pro- 
visions of law, in the discretion of the 
Secretary of the Navy. An _ officer 
holding permanent appointment as a 
commissioned warrant or warrant officer 
and serving temporarily in a _ higher 
grade, or an officer designated for lim- 
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ited duty who when appointed for the 
performance of limited duty only held 
& permanent appointment as a com- 
missioned warrant or warrant officer, 
whose name is so reported shall, in lieu 
of such honorable discharge from the 
naval service, have the option of revert- 
ing to the grade and status he would 
have held had he not been so appointed. 
An officer designated for limited duty 
who when appointed for the perform- 
ance of limited duty only held a per- 
manent rating below warrant officer, 
whose name is so reported shall, in lieu 
of such honorable discharge from the 
naval service, have the option of revert- 
ing to the grade and status he would 
have held had he not been so appointed 
and instead had been appointed a war- 
rant officer. In any computation to 
determine the grade and status to which 
such officers may revert, all of their 
active service as an officer designated 
for limited duty or as a temporary_or 
reserve Officer shall be included.”’ 
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i MAKING CERTAIN REVISIONS IN TITLES I THROUGH IV 
OF THE OFFICER PERSONNEL ACT OF 1947, AS AMENDED 


May 4 (legislative day, May 2), 1951.—Ordered to be printed 


Mr. Srennts, from the Committee on Armed Services, submitted the 
following 


REPORT 
[To accompany 8S. 841] 


The Committee on Armed Services, to whom was referred the bill 
(S. 841) to make certain revisions in titles I through LV of the Officer 
Personnel Act of 1947, as amended, and for other purposes, having 
considered the same, report favorably thereon with amendments, and 
recommend that the bill, as amended, do pass. 


AMENDMENTS TO THE BILL 


On page 3, line 22, after “Suc. 2”’, insert “‘(a)”’. 

On page 3, line 25, after the word “temporarily”, delete the word 
“promoted”’ and substitute in lieu thereof the word “‘appointed”’. 

On page 4 add a new subsection, as follows: 


(b) In addition to recommending those officers whom it considers fully qualified 
for temporary appointment to higher grades, such a board shall also report, from 
among the officers whose names are preserifed to it for consideration, the names 
of any officers of the active list of less than twenty years’ service whose records 
in its opinion indicate their unsatisfactory performance of duty in their present 
grades and in its opinion indicate that they would not satisfactorily perform the 
duties of a higher grade. Officers holding permanent appointments on the active 
list of the Regular Navy or Marine Corps in the grades of warrant officer and 
above whose names are so reported shall, except as hereinafter provided, be hon- 
orably discharged from the naval service on the first day of the fourth month 
following that in which their names are thus reported with a lump-sum payment 
computed on the basis of two months’ active duty pay at time of discharge for 
each year of commissioned service computed in accordance with subsection 102 (d) 
of the Officer Personnel Act of 1947, as amended, for line officers and subseetion 
202 (d) of that Act for staff officers, but not to exceed a total of one year’s active 
duty pay. No such officer who is under consideration for, or undergoing disci- 
plinary action of any kind shall be separated from the naval service prior to the 
final disposition of his case and he shall thereaftér without delay be separated 
from the naval service pursuant to this subsection or other provisions of law, in 
the discretion of the Secretary of the Navy. An officer holding permanent ap- 
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pointment as a commissioned warrant or warrant officer and serving temporarily 
in a higher grade, or an officer designated for limited duty who when appointed 
for the performance of limited duty oply held a permanent appointment as a 
commissioned warrant or warrant officer, whose name is so reported shall, in lieu 
of such honorable discharge from the naval service, have the option of reverting 
to the grade and status he would have held had he not been so appointed. An 
officer designated for limited duty who when appointed for the performance of 
limited duty only held a permanent rating below warrant officer, whose name is 
so reported shall, in lieu of such honorable discharge from the naval service, have 
the option of reverting to the grade and status he would have held had he noi 
been so appointed and instead had been appointed a warrant officer. In any 
computation to determine the grade and status to which such officers may revert, 
all of their active service as an officer designated for limited duty or as a tempo- 
rary or reserve officer shall be included. 


On page 4 add a new section, as follows: 


Sec. 3. The Act of July 24, 1941 (55 Stat. 603), as amended, is further 
amended by amending subsection (e) of section 10 to read as follows: 

“(e) The highest rank to which temporarily appointed pursuant to the pro- 
visions of this Act is the highest rank in which an officer retired not later than 
January 1, 1957, may be retired and upon which his retired pay may be based 
pursuant to this section, unless under provisions of law other than those contained 
within this section he is entitled to a higher rank on the retired list or to a higher 
retired pay, or unless at the time of retirement he is serving in a higher permanent 
grade or rank.” 

The purpose of the legislation is to give the President authority to 
set aside certain requirements of the Navy and Marine Corps sections 
of the Officer Personnel Act which will bring them in line with Army 
and Air Force provisions during such periods of time as the needs of 
the service dictate but before a declaration of national emergency 
or war. 

EXPLANATION OF THE BILL 


Under existing law the Officer Personnel Act of 1947, as amended, 
can be set aside in certain of its features during periods of national 
emergency or war. During such times temporary promotions can be 
made in the Navy and in the Marine Corps. However, though 
temporary promotions are being made, the selection for permanent 
rank continues and officers who twice fail of selection must be separated 
from the active service. Many of these officers are well qualified 
to perform duties during emergencies and only fail of selection because 
of so-called “forced attrition’? within the Navy and Marine Corps 
selection system. For example, if this bill is not enacted, approxi- 
mately 300 qualified officers will be separated as of June 30 of this 
year. If separated, they will have to be replaced, probably by 
Reserves ordered to duty on an involuntary basis. 

The committee noted during the hearings that if this authority 
were granted, it would also require the retention on active duty of 
some officers who were not qualified. The Navy Department was 
requested to furnish language which would require the separation 
of officers who were not qualified to carry out their assignments, even 
though the balance of the officers in their group who failed of selection 
might be retained on the active rolls. The committee feels strongly 
that the authority requested by the Navy to retain qualified persons 
passed over during emergency should not be enacted unless the bill 
also separates those who are not qualified. 

Another change in existing law provides that the President may sus- 
pend the operation of any or all of the provisions of title III of the Offi- 
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cer Personnel Act insofar as it applies to officers in grade of lieutenant 
(junior grade) and lieutenant. Under existing law certain temporary 
features of the Officer Personnel Act terminate when the number of 
line officers holding permanent appointments on the active list of the 
Regular,Navy equals 95 percent of their total officers authorized by 
law, or on January 1, 1957, whichever is the earlier. At the time this 
section was passed the long-r ange planning for the Navy envisioned a 
small Navy with practically all officers being Regulars. However, 
recent events show clearly the Navy will for some time be considerably 
larger than originally contemplated and must have on active duty a 
great many Reserves. It is necessary that this section of the law be 
amended to provide some flexibility within their officer structure under 
present emergency conditions. Also, subsection 1 (c) of the bill takes 
away certain of the existing limitations so that there can be a more 
flexible distribution of officers in grade. This will permit the ordering 
of Reserve officers to duty in such grades without restrictions brought 
about by permanent laws designed to arbitrarily keep a certain number 
of officers in a particular grade. 

Subsection (d) permits flexibility in the making of computations to 
determine how many officers will be needed in each grade. At the 
present time the law requires a single computation to “be made as of 
January 1 of each year. In view of the constantly readjusting situa- 
tion within the Navy and Marine Corps at the moment authority is 
needed to permit them to make new computations as the needs of the 
service indicate. 

Section 2 of the act provides that temporary promotions made 
under the authority of this act be made only upon the recommenda- 
tion of selection boards. It is contemplated that the same procedures 
will be followed for temporary promotions as now apply to permanent 
promotions under peacetime law. It was this section that was 
amended to provide that officers not qualified who fail of selection be 
separated from the service. 

The committee views all of these changes in the light of improving 
the flexibility of a promotion plan which was designed primarily for 
normal peacetime usage. The one basic change in policy is the one 
which permits the retention of qualified officers even though they fail 
of selection. Testimony before the committee adduced the fact that 
this was not intended to indicate that the Navy was attempting to 
abandon its so-called forced attrition which is used under normal con- 
ditions. It was also pointed out that in higher ranks this forced 
attrition was not bothering them at the present time. 

This bill as introduced has the full support of the Department of 
Defense and the Bureau of the Budget. The amendments referred 
to above are believed to be extremely desirable from the standpoint 
of the committee and if they are not included the committee would 
not recommend favorable consideration of the bill. 


O 
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AMENDING THE PROVISIONS OF THE OFFICER PERSONNEL ACT 
OF 1947 RELATING TO THE COMPOSITION OF BOARDS FOR THE 
RECOMMENDATION OF REAR ADMIRALS OF THE NAVY FOR 
CONTINUATION ON THE ACTIVE LIST 


May 4 (legislative day, May 2), 1951.—Ordered to be printed 


Mr. Stennis, from the Committee on Armed Services, submitted the 
following 


REPORT 


{To accompany 8S. 1039 


The Committee on Armed Services, to whom was referred the bill 
(S. 1039) to amend the provisions of the Officer Personnel Act of 1947 
relating to the composition of boards for the recommendation of rear 
admirals of the Navy for continuation on the active list, and for 
other purposes, having considered the same, report favorably thereon 
without amendment, and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to make certain minor administrative 
changes in the procedure whereby admirals of the Navy and generals 
of the Marine Corps are selected for retention in the active service. 


EXPLANATION OF THE BILL 


Under existing law all admirals of the Navy and generals of the 
Marine Corps are required after a certain number of years of service 
and time in grade to be selected for retention until they reach the 
prescribed statutory retirement age. The present law requires that 
all the officers on the selection board be senior in rank to those officers 
being considered for retention. Not infrequently admirals hold 
temporary rank in excess of their permanent rank, such as for instance, 
the Chief of Naval Operations who is a temporary admiral, but a 
permanent rear admiral. Therefore, it has been necessary to use 
retired officers in order to meet the requirement that the members of 
the selection board be senior in rank. 


* 
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Section 1 (a) of this bill provides that members of selection boards 
shall be senior in permanent rank only. The effect of this change 
will be to permit the use of officers senior in permanent rank, but who 
might be junior in temporary rank. 

ection 1 (b) permits the use by the Marine Corps of retired per- 
sonnel on their selection board. At the present time the Navy may 
use retired officers but the Marine.Corps cannot. The effect of the 
present law has been to require the Marine Corps on occasion to use 
admirals on their selection board to consider the retention of Marine 
generals. 

According to testimony introduced before the committee these two 
changes will facilitate the convening of selection boards and are rec- 
ommended by the Navy and Marine Corps and the Department of 
Defense. There will be no additional cost to the Government as a 
result of this legislation and the Bureau of the Budget interposes no 
objection to its enactment. 

In compliance with subsection 3 of rule XXIX of the Standing 
Rules of the Senate, there is herewith printed in parallel columns the 
text of the provisions of existing law which would be amended by the 
provisions of the bill: 


Existinc Law (OrricerR PERSONNEL 
Act or 1947, as AMENDED) 


Sec. 305. (a) The following 


Tue Bix (8. 1039) 


Section 1. * * * That the Offi- 


provi- cer Personnel Act of 1947, as amended, 


sions shall relate to line officers: 

(1) A board for the recommendation 
of rear admirals for continuation on the 
active list shall consist of five rear ad- 
mirals, or officers of higher grade, senior 
to any officer under consideration. * * * 

Szc. 314. * %-.%, 

(f) Selection boards shall consist of 
nine officers of the active list of the 
Marine Corps, the composition of the 
boards to be determined by the Secre- 
tary of the Navy: * * * Provided 
further, That selection boards to recom- 
mend brigadier generals for temporary 
promotion to major general shall be 
composed of officers of the permanent 
grade of major general on the active list 
of the Marine Corps to the extent that 
such officers are deemed available for 
this duty by the Secretary of the Navy, 
and the remainder of the board shall be 
composed of rear admirals on the active 
list of the line of the Navy, not restricted 
in the performance of duty: * * *. 


is further amended by— 

(a) Inserting in the first sentence of 
paragraph (1) of subsection (a) of see- 
tion 305 after the word “senior” the 
words ‘‘in permanent rank.” 


(b) Inserting in the first sentence of 
subsection (f) of section 314 between the 
words ‘active’ and “‘list’’? the words 
“or retired’? and deleting in the third 
proviso of that subsection the words 
“major general on the active list’? and 
substituting therefor the words ‘“‘major 
general or above on the active or retired 
list.” 


O 
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AMENDING THE PROVISIONS OF THE OFFICER PERSONNEL ACT 
OF_1947 RELATING TO THE COMPOSITION OF BOARDS FOR THE 
RECOMMENDATION OF REAR ADMIRALS OF THE NAVY FOR 
CONTINUATION ON THE ACTIVE LIST 


May 4 (legislative day, May.2), 1951.—Ordered to be printed 


Mr. Stennis, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany 8. 1039] 


The Committee on Armed Services, to whom was referred the bill 
(S. 1039) to amend the provisions of the Officer Personnel Act of 1947 
relating to the composition of boards for the recommendation of rear 
admirals of the Navy for continuation on the active list, and for 
other purposes, having considered the same, report favorably thereon 
without amendment, and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to make certain minor administrative 
changes in the procedure whereby admirals of the Navy and generals 
of the Marine Corps are selected for retention in the active service. 


EXPLANATION OF THE BILL 


Under existing law all admirals of the Navy and generals of the 
Marine Corps are required after a certain number of years of service 
and time in grade to be selected for retention until they reach the 
prescribed statutory retirement age. The present law requires that 
all the officers on the selection board be senior in rank to those officers 
being considered for retention. Not infrequently admirals hold 
temporary rank in excess of their permanent rank, such as for instance, 
the Chief of Naval Operations who is a temporary admiral, but a 
permanent rear admiral. Therefore, it has been necessary to use 
retired officers in order to meet the requirement that the members of 
the selection board be senior in rank. 
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Section 1 (a) of this bill provides that members of selection boards 
shall be senior in permanent rank only. The effect of this change 
will be to permit the use of officers senior in permanent rank, but who 
“—_ be junior in temporary rank. 

Section 1 (b) permits the use by the Marine Corps of retired per- 
sonnel on their selection board. At the present time the Navy may 
use retired officers but the Marine Corps cannot. The effect of the 
present law has been to require the Marine Corps on occasion to use 
admirals on their selection board to consider the retention of Marine 
generals. 

According to testimony introduced before the committee these two 
changes will facilitate the convening of selection boards and are rec- 
ommended by the Navy and Marine Corps and the Department of 
Defense. There will be no additional cost to the Government as a 
result of this legislation and the Bureau of the Budget interposes no 
objection to its enactment. 

O 
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AMENDING THE FEDERAL CIVIL DEFENSE ACT OF 1950 TO EXCEPT 
THE TERRITORY OF ALASKA FROM CERTAIN RESTRICTIONS 
UPON THE MAKING OF FEDERAL CONTRIBUTIONS, AND TO 
AMEND THE PROVISIONS THEREOF RELATING TO THE TAKING 
OF OATHS BY CERTAIN CIVIL DEFENSE PERSONNEL 


May 4 (legislative day, May 2), 1951.—Ordered to be printed 


Mr. Srennis (for Mr. Hunt), from the Committee on Armed Services, 
submitted the following 


REPORT 
[To accompany S. 1244] 


The Committee on Armed Services, to whom was referred the bill 
(S. 1244) to amend the Federal Civil Defense Act of 1950 to except 
the Territory of Alaska from certain restrictions upon the making of 
Federal contributions, and to amend the provisions thereof relating 
to the taking of oaths by certain civil defense personnel, having con- 
sidered the same, report favorably thereon with an amendment, and 
recommend that the bill, as amended, do pass. 


AMENDMENT TO THE BILL 


Amend the bill as follows: 
On page 2, line 1, delete the words “‘shall not apply to” and substi- 
tute in lieu thereof the words “‘may be varied for’’. 


PURPOSE OF THE BILL 


The purpose of the bill is to remove certain limitations on matching 
funds by the Administrator of Civil Defense for the Territory of 
Alaska. 


EXPLANATION OF THE BILL 


Since the enactment of the Federal Civil Defense Act of 1950 a 
thorough study has been made of the civil-defense requirements of 
the Territory of Alaska by both Territorial and Federal officials. 
The program contemplated for Alaska is deemed of vital importance 
because of the certainty of attack in the event of war with Russia 
and the critical part that the civilians in the vicinity of our major 
military installations play in the total defense of Alaska. In the event 

* 
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of bomb damage, even though it would probably be of other than the 
atomic type, the extreme cold makes it mandatory that adequate 

rovision be made for the shelter of people who would be dispossessed. 
Mobile units must also be available to move in and render medical 
and emergency care. 

In visualizing the Territory of Alaska it must be remembered that 
its size is tremendous but its population is small. Most of the popula- 
tion is concentrated in three or four relatively congested areas. None 
of these areas are capable of supporting other areas in the event of 
attack. In fact they should be viewed as islands surrounded by an 
extremely rigorous terrain. The only practicable method of moving 
from one area to another is by air. 

Under the Civil Defense Act, as enacted, the amount of Fed- 
eral aid that can be given by the Administrator of Civil Defense is 
limited to matching funds (raised by the States and Territories) for 
organizational equipment, certain types of stockpiling and shelters. 
Due to the small number of people in Alaska and the fact that the 
majority are directly connected with the military installations, there is 
little opportunity for the Territory to adequately implement its 
program if these provisions are maintained in the law. By direct 
taxation the Territory is contributing a substantially larger amount on 
a per capita basis than any other State or Territory for civil-defense 
purposes. However, additional funds must be made available if an 
adequate system of civil defense is to be provided. It is the intention 
of the committee that the Territory continue to contribute to its civil- 
defense program, but that the Civil Defense Administration be relieved 
of the limitations contained in present law. 

The Federal Government has a tremendous investment in Alaska 
due to the preponderance of military installations in that area, and the 
Territory is a special problem of critical importance to the defense, not 
only of Alaska but the United States as well. 

Accordingly, it appears to the committee that it is entirely rea- 
sonable to consider Alaska as a special problem in the field of civil 
defense. The committee attempted to find if this same principle 
should apply to our other Territories, and it was their opinion that the 
problems of Alaska are unique and the principle established by this 
legislation is not applicable to the other Territories. Only if the 
Congress distinguishes between the Alaskan situation and grants the 
relief contemplated in this bill will there be a proper civil defense for 
the Territory. If this is not done it is quite probable that the military 
defense will be severely handicapped. 

Another minor change made by the bill makes it possible for the 
civil defense directors to administer the required loyalty oath. The 
present law by interpretation requires that persons engaged in civil 
defense take the oath before a notary public or a court official. Due 
to the fact that there are many hundreds of thousands of these people 
it is deemed proper and in accordance with the general practice of 
administering such oaths to permit the properly designated officials 
to do so. It does not change the type of oath. 

Representatives of the Department of the Interior, the Territory of 
Alaska, and the Federal Civil Defense Administration support this 
legislation, and the Department of Defense and Bureau of the Budget 
offer no objection to its enactment. 
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In compliance with subsection 3 of the Rule X XTX of the Standing 
Rules of the Senate, there is herewith printed in parallel columns the 
text of provisions of the existing law which would be amended by the 


provisions of the bill: 


Existina Law 
(Public Law 920, 8lst Cong., 2d sess.) 


Sec. 201. (i) make financial contri- 
butions, on the basis of programs or 
projects approved by the Administrator, 
to the States for civil defense purposes, 
including, but not limited to the, pro- 
curement, construction, leasing, or ren- 
ovating of materials and facilities. 
Such contributions shall be made on 
such terms or conditions as the Admin- 
istrator shall prescribe, including, but 
not limited to, the method of purchase, 
the quantity, quality, or specifications 
of the materials or facilities, and such 
other factors or care or treatment to 
assure the uniformity, availability, and 
good condition of such materials or 
facilities: Provided, That, except as 
otherwise provided in section 303 (d) of 
this Act, no contributions shall be made 
for State or local personnel and adminis- 
trative expenses, or for items of personal 
equipment for State or local workers, or 
for the procurement of land: Provided 
further, That the amounts authorized to 
be contributed by the Administrator to 
each State for organizational equipment 
shall be equally matched by such State 
from any source it determines is con- 
sistent with its laws: Provided further, 
That financial contributions to the States 
for shelters and other protective facili- 
ties shall be determined by taking the 
amount of funds appropriated or avail- 
able to the Administrator for such facili- 
ties in each fiscal year and apportioning 
same among the States in the ratio which 
the urban population of the critical tar- 
get areas (as determined by the Admin- 
istrator, after consultation with the 
Secretary of Defense) in each State, at 
the time of the determination, bears to 
the total urban population of the critical 
target areas of all of the States: Provided 
further, That the amounts authorized 
to be contributed by the Administrator 
to each State for such shelters and pro- 
tective facilities shall be equally matched 
by such State from any source it de- 
termines is consistent with its laws and, 
if not matched within a reasonable time, 
the Administrator may reallocate same 
to other States on the formula outlined 
above: Provided further, That the value 
of any land contributed by any State 
or political subdivision thereof shall be 
excluded from the computation of the 
State share: Provided further, That the 


Tue Brun 


S. 1244 


Sec. 1. (a) the second sentence of 
subsection 201 (i) of the Federal Civil 
Defense Act of 1950 (Public Law 920, 
Kighty-first Congress) is amended by 
striking out the period at the end thereof 
and inserting in lieu thereof a colon and 
the following: “Provided further, That 
the limitations upon the making of Fed- 
eral contributions contained in the 
second, third, and fourth provisos of 
this sentence may be varied for the 
Territory of Alaska.” 
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Existinc Law THE BILL 
(Public Law 920, 81st Cong., 2d sess.) 8. 1244 


amounts paid to any State under this 
subsection shall be expended solely in 
carrying out the purposes set forth 
herein and in accordance with State 
civil defense programs or projects ap- 
proved by the Administrator: Provided 
further, That the Administrator shall 
make no contribution toward the cost 
of any program or project for the pro- 
curement, construction, or leasing of 
any facility which (1) is intended for 
use, in whole or in part, for any purpose 
other than civil defense and (2) is of 
such kind that upon completion it will, 
in his judgment, be capable of producing 
sufficient revenue to provide reasonable 
assurance of the retirement or repay- 
ment of such cost, except that (subject 
to the foregoing provisos of this subsec- 
tion) he may make contribution to any 
State toward that portion of the cost 
of the construction, reconstruction, or 
enlargement of any facility which he 
shall determine to be directly attribu- 
table to the incorporation in such facility 
of any feature of construction or design 
not necessary for the principal intended 
purpose thereof but which is, in his 
judgment, necessary for the use of such 
facility for civil defense purposes. 
Whenever the Administrator, after 
reasonable notice and opportunity for 
hearing the State, finds that there is a 
failure to expend funds in accordance 
with the terms and conditions governing 
the Federal contribution for such ap- 
proved programs or projects, the Ad- 
ministrator shall notify such State that 
further payments will not be made to 
the State from appropriations under 
this Act or from funds otherwise avail- 
able for the purposes of this Act (or in 
his discretion from appropriations under 
this Act or from funds otherwise avail- 
able for the purposes of this Act for any 
approved program or project with re- 
spect to which there is such failure to 
comply) until he is satisfied that there 
will no longer be any such failure. 
Until he is so satisfied, the Administra- 
tor shall either withhold the payment of 
any financial contributions to such State, 
or limit payments to the program or 
project with respect to which there is 
substantial compliance with the terms 
and conditions governing the Federal 
contribution for such program or proj- 
ect: Provided, That the Administrator 
shall report not less often than quarterly 
to the Congress all contributions made 
pursuant to this subsection. 
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ExIsTING LAW 
(Public Law 920, 8ist Cong., 2d sess.) 


Sec. 403. (b) Each Federal employee 
of the Administration, except the sub- 
jects of the United Kingdom and the 
Jominion of Canada specified in section 
401 (b) of this Act, shall execute the 
loyalty oath or appointment affidavits 
prescribed by the Civil Service Com- 
mission. Each person other than a 
Federal employee who is appointed to 
serve in a State or local organization for 
civil defense shall before entering upon 
his duties, take an oath in writing before 
a person authorized to administer oaths, 
which oath shall be substantially as 
follows: 

a —_————,, do solemnly 
swear (or affirm) that I will support 
and defend the Constitution of the 
United States against all enemies, 
foreign and domestic; that I will 
bear true faith and allegiance to 
the same; that I take this obligation 
freely, without any mental reserva- 
tion or purpose of evasion; and that 
I will well and faithfully discharge 
the duties upon which I am about to 
enter. 

“And I do further swear (or 
affirm) that I do not advocate, nor 
am I a member or an affiliate of any 
organization, group, or combina- 
tion of persons that advocates the 
overthrow of the Government of 
the United States by force or vio- 
lence; and that during such time 
as I am a member of the (name of 
civil defense organization), I will 
not advocate nor become a mem- 
ber or an affiliate of any organiza- 
tion, group, or combination of per- 
sons that advocates the overthrow 
of the Government of the United 
States by force or violence.” 

Any person who shall be found guilty 
of having falsely taken such oath shall 
be punished as provided in 18 U. 8. C. 
1621. 








5 


THE BILL 
S. 1244 


Sec. 1. (b) Subsection 403 (b) of such 
Act is amended by inserting, immedi- 
ately after the second sentence thereof, 
the following new sentence: ‘‘After ap- 
pointment and qualification for office, 
the director of civil defense of any State, 
and any subordinate civil defense officer 
within such State designated by the di- 
rector in writing, shall be qualified to 
administer any such oath within such 
State under such regulations as. the 
director shall prescribe.” 


O 
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AMENDING THE FEDERAL CIVIL DEFENSE ACT OF 1950 TO EXCEPT 
THE TERRITORY OF ALASKA FROM CERTAIN RESTRICTIONS 
UPON THE MAKING OF FEDERAL CONTRIBUTIONS, AND TO 
AMEND THE PROVISIONS THEREOF RELATING TO THE TAKING 
OF OATHS BY CERTAIN CIVIL DEFENSE PERSONNEL 


May 4 (legislative day, May 2), 1951.—Ordered to be printed 


Mr. Stennis (for Mr. Hunt), from the Committee on Armed Services, 
submitted the following 


REPORT 


[To accompany §8. 1244] 


The Committee on Armed Services, to whom was referred the bill 
(S. 1244) to amend the Federal Civil Defense Act of 1950 to except 
the Territory of Alaska from certain restrictions upon the making of 
Federal contributions, and to amend the provisions thereof relating 
to the taking of oaths by certain civil defense personnel, having con- 
sidered the same, report favorably thereon with an amendment, and 
recommend that the bill, as amended, do pass. 


AMENDMENT TO THE BILL 


Amend the bill as follows: 
On page 2, line 1, delete the words“‘shall not apply to” and substi- 
tute in lieu thereof the words “may be varied for’. 


PURPOSE OF THE BILL 


The prone of the bill is to remove certain limitations on matching 


funds by the Administrator of Civil Defense for the Territory of 
Alaska. 


EXPLANATION OF THE BILL 


Since the enactment of the Federal Civil Defense Act of 1950 a 
thorough study has been made of the civil-defense requirements of 
the Territory of Alaska by both Territorial and Federal officials. 
The program contemplated for Alaska is deemed of vital importance 
because of the certainty of attack in the event of war with Russia 
and the critical part that the civilians in the vicinity of our major 
military installations play in the total defense of Alaska. In the event 
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of bomb damage, even though it would probably be of other than the 
atomic type, the extreme cold makes it mandatory that adequate 
provision be made for the shelter of people who would be dispossessed. 
Mobile units must also be available to move in and render medical 
and emergency care. 

In visualizing the Territory of Alaska it must be remembered that 
its size is tremendous but its population is small. Most of the popula- 
tion is concentrated in three or four relatively congested areas. None 
of these areas are capable of supporting other areas in the event of 
attack. In fact they should be viewed as islands surrounded by an 
extremely rigorous terrain. The only practicable method of moving 
from one area to another is by air. 

Under the Civil Defense Act, as enacted, the amount of Fed- 
eral aid that can be given by the Administrator of Civil Defense is 
limited to matching funds (raised by the States and Territories) for 
organizational equipment, certain types of stockpiling and shelters. 
Due to the small number of people in Alaska and the fact that the 
majority are directly connected with the military installations, there is 
little opportunity for the Territory to adequately implement. its 
program if these provisions are maintained in the law. By direct 
taxation the Territory is contributing a substantially larger amount on 
a per capita basis than any other State or Territory for civil-defense 
purposes. However, additional funds must be made available if an 
adequate system of civil defense is to be provided. It is the intention 
of the committee that the Territory continue to contribute to its civil- 
defense program, but that the Civil Defense Administration be relieved 
of the limitations contained in present law. 

The Federal Government has a tremendous investment in Alaska 
due to the preponderance of military installations in that area, and the 
Territory is a special problem of critical importance to the defense, not 
only of Alaska but the United States as well. 

Accordingly, it appears to the committee that it is entirely rea- 
sonable to consider Alaska as a special problem in the field of civil 
defense. The committee attempted to find if this same principle 
should apply to our other Territories, and it was their opinion that the 
problems of Alaska are unique and the principle established by this 
legislation is not applicable to the other Territories. Only if the 
Congress distinguishes between the Alaskan situation and grants the 
relief contemplated in this bill will there be a proper civil defense for 
the Territory. If this is not done it is quite probable that the military 
defense will be severely handicapped. 

Another minor change made by the bill makes it possible for the 
civil defense directors to administer the required loyalty oath. The 
present law by interpretation requires that persons engaged in civil 
defense take the oath before a notary public or a court official. Due 
to the fact that there are many hundreds of thousands of these people 
it is deemed proper and in accordance with the general practice of 
administering such oaths to permit the properly designated officials 
to do so. It does not change the type of oath. 

Representatives of the Department of the Interior, the Territory of 
Alaska, and the Federal Civil Defense Administration support this 
legislation, and the Department of Defense and Bureau of the Budget 
offer no objection to its enactment. 


O 
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Mr. Pastore, from the Committee on Post Office and Civil Service, 
submitted the following 


ADVERSE REPORT 
(To accompany 8S. 35] 
The Committee on Post Office and Civil Service, to whom was re- 


ferred the bill (S. 35) to provide for the appointment of deputy United 
States marshals without regard to the provisions of the civil-service 


laws and regulations, after full consideration, hereby unanimously 
report the bill adversely with the recommendation that it do not pass. 


PURPOSE 


The purpose of the proposed legislation is to amend section 542 of 
title 28, United States Code, so as to allow a United States marshal to 
appoint or remove deputies with the approval of the Attorney General 
without regard to the provisions of the civil-service laws and regula- 
tions. Section 2 of the bill would allow United States marshals, with 
the approval of the Attorney General without regard to the civil- 
service laws and regulations, to remove incumbent deputies. 


STATEMENT 


S. 35 was introduced on January 8, 1951, and referred to the Com- 
mittee on the Judiciary. The bill was reported back to the Senate 
on January 17, 1951, by the Committee on the Judiciary with the 
recommendation that the bill do pass. The Committee on Post 
Office and Civil Service after a full discussion of the provisions of this 
bill unanimously directed the chairman of the committee to request 
the Senate to refer the bill to this committee for consideration since 
it involves a matter that comes within the jurisdiction of the Com- 
mittee on Post Office and Civil Service. On March 12, 1951, with 
the consent of the Committee on the Judiciary, the Senate unani- 
mously agreed to refer S. 35 to this committee. 
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Action on S. 35 has been withheld by this committee to allow a full 
study of the problem, to allow all interested parties to present their 
opinions, and to give the agencies involved full opportunity to present 
their views to the committee. 


The Committee on Post Office and Civil Service has received no 
testimony in favor of enactment of this legislation. 

Deputy marshals and representatives of the National Association 
of Deputy Marshals appeared in person and were unanimous and very 
strong in their opposition to this bill. 

The Bureau of the Budget and the Civil Service Commission were 
equally as strong and unanimous in their opposition to the measure. 
The Department of Justice in its report on S. 35 pointed out the 
following possible objections: 


It is believed that the bill might result in an increase in the turnover in the 
position of deputy marshal. Such a result would be detrimental to the Govern- 
ment service, both from the standpoint of increased costs in training new em- 
ployees and from loss of efficiency. The Federal service might also be adversely 
affected through the loss of morale on the part of deputy marshals whose tenure 
in office would become uncertain. 

The bill would also appear discriminatory in singling out this class of employees 
which would be removed from the civil-service system. 


The Civil Service Commission in its official report remarked: 


There is no sound basis for canceling this procedure which is in accord with 
the merit system prescribed by Congress in its act of November 26, 1940. 


The Senate Committee on Post Office and Civil Service is unanimous 
in its request that the Senate not take favorable action on S. 35. 

Attached hereto and made a part hereof are reports from the Civil 
Service Commission, the Department of Justice, and the Bureau of 
the Budget. 


Unitep States Crvi Service Commission, 
Washington 25, D. C., January 26, 1951. 
Hon. Ouin D. JoHNSTON, 
Chairman, Committee on Post Office and Civil Service, 
United States Senate. 

Dear SENATOR JOHNSTON: The Commission refers to the bill 8. 35 relative to 
appointment of deputy United States marshals. This bill, it is noted, has not 
been passed by the Senate, but was reported favorably by the Judiciary Com- 
mittee and is now being referred to your committee for consideration. 

Your attention is invited to the fact that the Civil Service Act prescribes 
open competition as the fundamental principle to be applied in securing appoint- 
ment in the competitive classified civil service, which means, of course, that a 
person must not only pass examination, but his name must appear among the 
names at the head of the register in order to be considered for appointment. 
The rules and regulations governing the selection and appointment of persons 
within the civil-service system are sufficiently flexible to give the appointing 
officer as much discretion in the appointment of his officials as is consistent 
with the Veterans’ Preference Act of 1944. 

The positions of deputy United States marshal were brought into classified 
service by the Ramspeck Act, and this bill proposes that they now be excluded 
from the civil-service laws and regulations, and also from the Veterans’ Preference 
Act. Examinations for filling these positions have been held generally throughout 
the country. 

The duties of the position involve arduous physical exertion and require that 
applicants be in sound health and physical vigor. Except for the substitution 
of certain military or naval service or the completion of 1 year of law study for 
1 year of experience, applicants must have had at least 1 year of experience as a 
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Federal, State, or municipal police officer, county sheriff, outside deputy sheriff, 
constable, bailiff in United States district courts, or in other comparable types 
of occupations. 

There is no sound basis for canceling this procedure which is in accord with the 
merit system prescribed by Congress in its act of November 26, 1940. The Com- 
mission, therefore, urges that S. 35 be not approved, but that the positions of 
deputy United States marshal continue to be filled as at present in accordance 
with the requirements of the civil-service laws and the Classification Act of 1949. 

The Bureau of the Budget advises there is no objection to the submission of this 
report. 

By direction of the Commission: 

Very sincerely, 
Harry B. Mircuenn, Chairman. 





UnitTep States Crvit Service CoMMIssION. 
Washington 25, D. C., April 11, 1941. 
Hon. Ourn D. Jonnston, 
Chairman, Committee on Post Office and Civil Service, 
United States Senate. 

Dear SENATOR Jonnston: This is in further reference to your request of March 
22, 1951, for the Commission’s views on a proposal made by Senator McCarran 
to amend S. 35, a bill to provide for the appointment of deputy United States 
marshals without regard to the provisions of the civil-service laws and regulations. 
Senator McCarran proposes to leave the positions under the Civil Service Act 
and to require that deputies and clerks not only successfully pass a civil-service 
written examination, but also an oral examination by the appointing marshal to 
determine individual traits of the applicant, such as tact, personal appearance, 
attitude, and other characteristics that might or might not suit the applicant to 
the position. He points out that this type of examination is used by the Iederal 
Bureau of Investigation, the United States Secret Service, and the Bureau of 
Narcotics. 

The Commission would have no objection to the use of an oral examination 
as an integral part of the examination of deputy marshals. However, we think 
that it is undesirable to have such a requirement embodied in law, particularly 
since it can be accomplished by administrative action. The latter method permits 
flexibility, which is particularly desirable in an examination for positions such as 
deputy marshals, which are located throughout the United States. Sometimes 
local conditions require variation which may be made administratively but could 
not be made when uniform requirements are established by law. 

The requirement of an oral examination for the United States Secret Service 
and the Bureau of Narcotics was established by an agreement between the Com- 
mission and the Treasury Department. The probational examination specification 
for Treasury enforcement agent which establishes requirements for positions in 
the Alcohol Tax Unit and Intelligence Unit, Bureau of Internal Revenue, the 
United States Secret Service, and the Bureau of Narcotics, contains the following 
paragraph: 

“Standard interview.—Competitors who qualify in the written test may be 
required to appear for an oral interview. If, as the result of the oral interview, 
it is found that applicants lack the characteristics necessary for the proper per- 
formance of their duties, they will be declared ineligible. Applicants will be 
interviewed in order of their standing and only in such numbers as the needs of 
the service may require.” 

The oral interviews are generally conducted jointly by a representative of the 
Treasury Department and a representative of the Commission. With the agree- 
ment of the Department of Justice, the paragraph quoted above could be in- 
serted in the probational examinations specification for deputy marshals and thus 
Senator McCarran’s proposal could be effectuated. 

Senator McCarran also raises the question of the possibility of adding a pro- 
vision to return an outgoing marshal automatically to the status of a field deputy, 
at the end of his term, in the event he should not be reappointed, and thus provide 
a@ protection to those marshals who may have a long period of Federal service 
behind them with only a short time remaining before retirement. The Commission 
would not favor such a provision. 
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United States marshals are appointed by the President, by and with the advice 
and consent of the Senate. Presidential appointees usually serve only a short 
pares of time and the positions are not considered as part of the career service. 

he Commission knows of no reason why United States marshals should be singled 
out for preferential treatment over all other Presidential appointees. 

Should hearings be scheduled on this bill, the Commission would appreciate 
being given an opportunity to testify. 

We have been advised by the Bureau of the Budget that there would be no 
objection to the submission of this report. 

By direction of the Commission: 

Sincerely yours, 
Ropert RamsPEckK, Chairman. 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENERAL, 
Washington, March 16, 1951. 
Hon. Ouin D. JouNnston, 
Chairman, Committee on Post Office and Civil Service, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice concerning the bill (S. 35) to provide for the appoint- 
ment of deputy United States marshals without regard to the provisions of the 
civil-service laws and regulations. 

Section 542 of title 28, United States Code, provides that deputy marshals 
shall be appointed by the United States marshal under authority of the Attorney 
General. he section further provides that such deputy marshals shall be 
subject to removal by the marshal pursuant to civil-service regulations. 

The bill would amend section 542 so as to provide that deputy marshals shall 
be appointed without regard to the provisions of the civil-service laws and regula- 
tions and shall be subject to removal by the marshal with the approval of the 
Attorney General. The bill would further provide that deputy marshals in 
office upon the date of enactment of the measure shall also be subject to removal 
without regard to the provisions of the civil-service laws and regulations. 

Appointments to the position of deputy marshal have been under the provisions 
of the civil-service laws and regulations since the act of November 26, 1940, 
which authorized the President “to extend the classified civil service to any 
agencies and positions that may now be exempt by statute.’’ Since that time 
deputy marshals have been appointed on the basis of competitive examinations 
in the same manner as appointments are made to other Federal positions under 
the civil-service system. deputy marshal may be dismissed only in accordance 
with the regulations and procedures prescribed by the Civil Service Commission. 

Whether the bill should be enacted involves a question of legislative policy 
concerning which this Department prefers not to make any recommendation. 
There are certain aspects of the measure, however, concerning which the com- 
mittee may wish to give further consideration. 

It is believed that the bill might result in an increase in the turn-over in the 
position of deputy marshal. Such a result would be detrimental to the Govern- 
ment service both from the standpoint of increased costs in training new employees 
and from loss of efficiency. The Federal service might also be adversely affected 
through the loss of morale on the part of deputy marshals whose tenure in office 
would become uncertain. 

The bill would also appear discriminatory in singling out this class of employees 
which would be removed from the civil-service system. 

The Director of the bureau of the Budget has advised that there is no objection 
to the submission of this report. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., April 12, 1951. 
Hon. Ourn D. Jounston, 
Chairman, Committee on Post Office and Civil Service, 
United States Senate, Washington 25, D. C. 


My Dear Senator Jonnston: This will acknowledge your letter of March 13, 
1951, inviting the Bureau of the Budget to comment on 8. 35, to provide for the 
appointment of deputy United States marshals without regard to the provisions 
of the civil-service laws and regulations. 

The purpose of this bill is to provide that deputy marshals shall be appointed 
by United States marshals without regard to the provisions of the civil-service 
laws and regulations and shall be subject to removal by United States marshals 
with the approval of the Attorney General. Deputy marshals presently in office 
would, by the terms of the bill, likewise be subject to removal at the discretion of 
United States marshals. 

It is to be noted that the positions of deputy marshal were brought into the 
classified service by the act of November 26, 1940, and that since that time, deputy 
marshals have been appointed on the basis of competitive examinations in the 
same Manner as appointments are made to other Federal positions under the civil- 
service system. he Bureau of the Budget is not aware of any reason which 
would justify a change in the status of these positions and recommends that your 
committee not give favorable consideration to this proposal. 

Sincerely yours, 
ExMER B, Sraats, Director. 


O 
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QD, 
re Manone, Y, from the Committee on Interior and Insular Affairs, 
i submitted the following 


i 


REPORT 
TOGETHER WITH 
MINORITY VIEWS 
[To accompany S. 49] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 49) to enable the people of Hawaii to form a con- 
stitution and State government and to be admitted into the Union 
on an equal footing with the original States, having considered the 
same, report favorably thereon with amendments and urge that the 
bill, as amended, do pass. 


PURPOSE OF THE BILL 


S. 49 would enable the progressive and prosperous American com- 
munity of Hawaii, a bastion of Americanism in the critical Pacific 
area, to become a State of the United States. By this bill the Eighty- 
second Congress has the opportunity to give irrefutable evidence to 
all the world that America puts into practice today the principles of 
democracy and equality of opportunity upon which the Nation was 
founded. 

Specifically, S. 49 provides the means for attainment of statehood 
by the incorporated Territory of Hawaii by— 

(1) Recognizing the constitutional convention, held under Terri- 
torial law in Honolulu from April 4 to July 22, 1950, as the body 
authorized to draw up a proposed State constitution. This action 
would not give congressional approval to the constitution which was 
drawn up by the convention and adopted by the people of Hawaii; 
rather, it would make unnecessary the election for a second time of 
delegates, the holding of another convention, and a second plebiscite 
on the proposed constitution, thus saving a substantial outlay of 
public funds as well as the time of men in public life. 
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(2) Prescribing specific requirements with which the constitution 
must be found to comply, such as a guaranty of “perfect freedom of 
religious worship,” and a provision that— 
no person who advocates, or who aids or belongs to any party, organization, or 
association which advocates, the overthrow by force or violence of the govern- 
ment of the State of Hawaii or of the United States shall be qualified to hold any 
public office of trust or profit under the State constitution. 

(3) Requiring a disclaimer of title by the people of Hawaii to lands 
in the Territory set aside for use of the Federal Government and mak- 
ing provision for the disposal of the remaining public lands. 

(4) Requiring approval of the State constitution by the Congress. 


HISTORY OF LEGISLATION 


S. 49 is sponsored by 21 Senators of both political parties and repre- 
senting every section of the United States—South, North, East, and 
West. It follows closely the provisions of H. R. 49, Eighty-first 
Congress, as amended by the Senate Interior and Insular Affairs Com- 
mittee after weeks of hearings and executive sessions last spring. 
H. R. 49, Eighty-first Congress, was reported favorably by the com- 
mittee on June 29, 1950, and its basic principles discussed on the floor 
of the Senate from November 27 to December 4, 1950, in connection 
with a generally similar bill to enable Alaska to become a State. The 
motion to consider the Alaska bill was withdrawn after a full week of 
debate because of the imperative necessity of permitting consideration 
of other urgent defense legislation. 

The only changes in S. 49 from the bill as amended-by the committee 
last spring, other than perfecting changes of language, is the recogni- 
tion of the fact that the Territory in the meantime has held a duly 
constituted constitutional convention which has submitted a constitu- 
tion to the people of Hawaii and that this constitution has been 
accepted by them. The Territorial law under which the convention 
was held (Act 334, Session Laws of Hawaii, 1949), and that under 
which the constitution was submitted to the people of the Territory 
(H.J. Res. 1, Special Session Laws of Hawaii, 2d sess., 1950) are set forth 
as sear to this report (appendix B and appendix C, respec- 
tively). 

Thus the first steps toward integrating the new State of Hawaii 
into the Federal Union on an equal footing with each of the present 48 
States already have been taken on the Territory’s own initiative. 
Final approval and formal admission of the State can be accomplished 
under the Constitution of the United States only by act of the Congress. 


REASONS FOR BILL 


The committee is convinced that statehood for Hawaii is in the best 
interests of the Nation as a whole as well as the half-million American 
citizens of the Territory that has been an incorporated part of the 
United States for more than half a century. 

Pearl Harbor, for all its tragedy, served one grimly useful purpose. 
It made the United States aware that its western front was not the 
coast of California, but a group of islands some 2,000 miles south- 
westward in the Pacific. 
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It is a paradox that the United States should still permit so vital a 
part of itself to remain in the inferior status of a Territory when that 
part fulfills each and every one of the historic qualifications for state- 
hood, and is eager to assume the burdens and responsibilities of full 
equality, as well as enjoy its privileges. The United States has been 
striving with all of its might to promote the principle of self-determi- 
nation and self-government among the peoples of the earth. Yet it is 
denying to a commonwealth within its own borders the right of self- 
government in the full measure to which that community 1s entitled. 

Statehood would resolve this paradox. By granting it, the Nation 
would bind to itself, with the strongest of ties, a bastion which is 
vital to its own security. And the measure would dramatize as few 
other acts could the principle of self-government which at such effort 
the United States is proclaiming to the world. 

Of special significance is the fact that the admission of Hawaii as 
a State would bestow new dignity and prestige on the country’s 
western outpost. It is of highest importance that the moral and 
psychological position of the United States with the peoples of Asia 
on this Pacific front shall not be weakened by the paradoxical status 
of Hawaii. The American sector of the Pacific arena should be an 
unbroken line of equal States. 

With so many island groups mandated to her, the United States 
already has far-flung peacetime responsibilities in the Pacific. Hawaii 
is happily situated as a center for the administration of the country’s 
Pacitic affairs. Many of her people have their racial backgrounds in 
that area, giving the Nation a unique medium of communication and 
understanding with Asiatic peoples. Statehood will enable Hawaii 
to send to Congress a State’s full quota of representatives who have 
an intimate knowledge of trans-Pacific affairs. And Hawaii will be 
the natural training ground for leaders to administer American 
interests in this area. 

Among other practical advantages, statehood will effect an economy 
for the Federal Government. It will transfer to the State govern- 
ment the present Federal cost of administering the Territory. 

It will simplify national legislation and administration. The polit- 
ically inferior status of a territory for a progressive, populous American 
area which pays more into the Federal Treasury than do 10 of the 
present States, and has a population greater than 4 of them (see 
appendix D) is a contradiction in our position of moral and spiritual, 
as well as material leadership in the world. 


HEROIC WAR RECORD 


More immediately impressive today than the facts of history or 
cold statistics of population and economic attainment is the heroic 
record of Hawaiians in fighting for and shedding their blood for the 
ideals of American democracy. In Korea, as of April 17, 1951, 
Hawaiian battle casualties totaled 681. This represents a casualty 
rate of 1.36 per thousand of Hawaii’s population of roughly half a 
million. At approximately the same time, casualties of the United 
States Armed Forces as a whole, including those from Hawaii, totaled 
59,396, or a ratio of approximately 0.4 per thousand of the total 
population of 150,000,000. 
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Thus, Hawaii’s battle casualties in the Korean fighting are some- 
thing like three and a half times those of the rest of the country. 

This high ratio of Hawaiian casualties is explained by Gen. J. 
Lawton Collins, Chief of Staff, as follows in a letter dated April 11, 
1951, to the Delegate from Haw aii, Hon. Joseph R. Farrington: 


The relatively high casualty rate suffered by Hawaii soldiers can be attributed 
to the large proportion of Hawaii soldiers in the Twenty-fourth Infantry Division, 
which includes the Fifth Regimental Combat Team, and the Twenty-fifth Division. 
At the time of its deployment to the Far East C ommand, almost 50 percent were 
Hawaii-born soldiers. I doubt that any other unit of the Regular Army can be 
associated with a particular geographical area as closely as the Fifth Regimental 
Combat Team is associated with Hawaii. There were also substantial percentages 
of Hawaii soldiers in the Twenty-fourth and Twenty-fifth Divisions which were 
already in Japan and which were, of course, the first committed in Korea. All 
enlisted personnel of these units, when the conflict started, were volunteers. The 
heavy fighting that they have encountered and the regrettably high casualty rates 
sustained are, of course, well known throughout the United States. 

The splendid part played by Hawaii in the Korean War is entirely in keeping 
with the distinguished record it established in World War II. It is, however, 
inevitable that, because of unavoidable circumstances and the fluctuating fortunes 
of war, some individuals, some units, and some areas will bear more than their fair 
share of the burden. I feel that there is nothing in our present system which 
unduly prejudices the welfare of Hawaii-born soldiers. 


The “distinguished record it [Hawaii] established in World War IT,” 
to which the Chief of Staff referred above, is written in the pages of 
American battle history in Europe and Asia. In World War II, for 
example, the One Hundredth Infantry Battalion and the Four Hun- 
dred and Forty-second Combat Team from Hawaii, composed of 
so-called Japanese-Americans, together formed what has been de- 
scribed by Gen. Mark Clark as ‘‘the most decorated unit in the entire 
military history of the United States.” Its battle honors include 
7 Presidential citations, 3,600 Purple Heart Medals with 500 Oak Leaf 
Clusters, 15 Soldiers Medals, 17 Legion of Merit Medals, 342 Silver 
Star Medals, 1 Distinguished Service Medal, and 1 Congressional 
Medal of Honor. The attention of the Senate is invited to the 
stirring statement of Capt. Spark M. Matsunaga, past commander of 
the Disabled American Veterans of Hawaii and an outstanding stu- 
dent at the Harvard Law School, starting on page 246 of the hearings 
last spring. 

Not so widely publicized, however, is the war record of the civilian 
population of Hawaii. Throughout the entire war, not a single case 
of sabotage by a Hawaiian civilian was reported. 

It is submitted that if the ultimate test of loyalty and patriotism is 
the willingness to fight and die for one’s country, then Hawaii has 
nobly met this test also. 

Defense Department.—The fact that statehood for Hawaii would 
strengthen our national defense is supported by the official report of 
the Department of Defense on last year’s measure. The full text of 


this report is set forth below, but the following extract is pertinent 
at this point: 


It is obvious that the more stable a local government can be, the more successful 
would be the control and defense of the area in case of a sudden attack. There can 
be no question but that in the event of an attack any State would be immensely 
aided in the initial stages of the emergency by the eifective use of the State and 
local instrumentalities of law and order. By the same token, it would seem to me 
that, as persons in a position to assist the Federal garrisons which might exist in 
Hawaii or Alaska, the locally elected governors, sheriffs, and the locally elected 
constabulary and civil defense units all would be of tremendous value in cases of 
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sudden peril. * * * statehood for Alaska and Hawaii would undoubtedly 
give a considerable added measure of strength to the over-all defense of both 
areas in event of an emergency. 

The report from which the foregoing statements are quoted was 
submitted April 18, 1950. After ‘the outbreak of the fighting in 
Korea, the chairman of the committee wrote the Secretary of Defense 
asking if the Department had any additional views to express with 
respect to statehood. Under date of September 15, 1950, the Secre- 
tary of Defense reported: 

I have nothing to add to the views I have previously expressed on this subject, 
other than to say that recent events in the Pacific seem to me to give added point 
and emphasis to the statements contained in my letter of April 18. 

Additional backing for statehood for Hawaii was given very recently 
by General of the Armies Douglas MacArthur. In bidding farewell 
to the cheering thousands of the people of Hawaii on his historic 
return to the homeland, General MacArthur reaffirmed his support 
for statehood for Hawaii when he said, on April 17, 1951, at Honolulu: 

We hope that when we meet again, Hawaii will be a full-blown State of the 
Union. (Congressional Record, April 26, 1951, p. A2463). 

The strategic importance of Hawaii to the defense of America was 
recognized a full century ago—even in the days of sailing ships and 
before airplanes and guided missiles—by Admiral S. F. “Dupont of 


the United States Navy. In a report written in 1851, Admiral 
Dupont said: 


It is impossible to estimate too highly the value and importance of the Sand- 
wich (Hawaiian) Islands, whether in a commercial or military point of view. 
Should circumstances ever place them in our hands, they would prove the most 
important acquisition we could make in the whole Pacific Ocean—an acquisition 
intimately connected with our commercial and naval supremacy in those seas. 
Be this as it may these islands should never be permitted to pass into the posses- 
sion of any European power. 


BASIC FACTS 


The following basic facts concerning the Territory of Hawaii are 
taken from such sources as previous Ronen reports, the Ency- 
clopedia Americana, the official reports of the Governor of Hawaii to 
the United Nations transmitted through the Departments of Interior 
and State, and similar official or quasi- -official statements. 

Geography.—The Territory of Hawaii is comprised of a group of 
subtropical islands in the North Pacific Ocean. There are eight 

rincipal islands of the group, and a number of smaller ones. Hono- 
fein, the capital and center of population, lies conednimatebs 2,000 
miles southwest of San Francisco, and is thus nearer to the west coast 
of the mainland than the west coast is to Washington and New York. 

The area of the Territory is approximately 6,400 square miles, or 
4,118,400 acres. It is thus larger than the States of Connecticut 
(5,009 square miles) and Rhode Island (1,214) combined. 

Population —The official final report of the United States Census 
Bureau places the total population of the Te rie Vv at oa 794 on April 


; _: (Bureau of Census Bulletin Series PC- ‘No. 1, dated Decem- 
ber 5 , 1950). This represents, according to the Census Bureau bul- 


‘tins’ a gain of 76,464, or 18.1 percent over the last official census, 
that of 1940. During the previous decade from 1930 to 1940 the 
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population of Hawaii increased 14.9 percent. On the basis of the 1950 
census reports, Hawaii would have a larger population upon admission 
as a State than that of any other Territory upon admission except 
Oklahoma. 

A preliminary breakdown by the Bureau of Census, submitted by 
Dr. Roy V. Peel, Director, to the committee under date of April 23, 
1951, discloses the following racial components: 
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Unofficial reports from the Territory indicate the number of Cau- 
casians may have declined somewhat in the period since the height of 
the defense construction boom. A far surer guide than the fluctua- 
tions from one brief period to another—temporary indices, at best— 
is the history of the population trend in the islands over the period 
of the past half century. 

In his appearance before the committee last spring to urge speedy 
enactment of the statehood measures, Secretary of the Interior Oscar 
L. Chapman submitted the following official tabulation: 


Population of Hawaii by race, 1896-1940 } 
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1 See exhibit 2i, Statehood for Hawaii, hearings before the subcommittee of the Committee on the Terri- 
tories, House of Representatives, 79th Cong., 2d sess., pursuant to H. Res. 236. (Washington: Government 
Printing Office, 1946), p. 655. F 

2 Corrected figures, from the work of Dr. Romanzo Adams. See the record of the 1937 hearings before the 
Joint Committee on Hawaii, 75th Cong., 2d sess., p. 440. ; 

3 Census figures, except that the number of Hawaiians and part-Hawaiians has been corrected in accord- 
ance with the 1937 report of the Joint Committee on Hawaii, 8. Doc. No. 151, 75th Cong., 3d sess., p. 38. 

4 Census figures. 


Analysis of the official population statistics for the five decades 
between 1900 and 1950 show that the so-called white Caucasian group 
has risen from 17.1 percent in 1900 to 22.8 percent of the total popula- 
tion in 1950. 
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The inhabitants of Japanese ancestry in 1900 were approximately 
39.7 percent of the total; in 1950 they were 36.7 percent of the total 
population. In the decade between 1940 and 1950, the proportionate 
number of persons of Japanese ancestry declined six-tenths of 1 percent 
from 37.3 percent to 36.7 percent. 

It must be emphasized that immigration of Asiatic races was stopped 
in 1932 and that in 1946 Senator. Cordon, chairman of the Senate 
Interior Subcommittee, found the average age of the alien, foreign- 
born Japanese to be 65. Thus, by far the overwhelming majority of 
the persons listed as of Japanese ancestry are native-born American 
citizens, born into and schooled in the ways of American democracy. 
The war record of the Nisei is the conclusive, irrefutable answer to any 
ill-founded suggestions that these native-born American citizens of 
Japanese ancestry are not worthy, loyal Americans in the highest 
sense. 

History.—As nearly as can be ascertained, the Hawaiian Islands were 
settled approximately a thousands years ago by those most daring of 
4 primitive navigators, the Polynesians, who sailed the mighty Pacific in 
canoes. European discovery was by the famed British seaman, C apt. 
James Cook, in 1778, who named them the Sandwich Islands in honor 
of the Earl of Sandwich. 

A group of Christian missionaries arrived from New England in 
1820, and converted the 142,050 inhabitants to Christianity from their 
outworn paganism. The New Englanders established a permanent 
colony, reduced the spoken native tongue to writing, and began the 
Americanization of Hawaii. In 1840 the then kingdom adopted its 
first written constitution, modeled along American “democratic lines. 
Treaties of friendship and trade were signed with the United States 
in 1850 and 1876, the latter of which led to the fortification of Pearl 
Harbor. 

Meanwhile, the Yankee influence in the commerce and culture of 
the islands had become predominant. Whalers came in increasing 
numbers; a New England firm started a plantation on Kauai and laid 
the foundations of Hawaii’s future sugar industry. The majority 
of ships calling at Hawaiian ports were American. 

Inspired and led by American settlers and traders, the Hawaiians 
deposed Queen Liliuokalani in 1893 and set up a provisional govern- 
ment with Sanford B. Dole, a son of New England parents, at its head. 
The Republic was established a year later with Dole as President. 
The annexation resolution of 1898 and the Organic Act of 1900 will 
be discussed in more detail below. 

Economy.—The economy of the Hawaiian Islands is based primarily 
on intensive agriculture. ‘The principal crop is sugar, the officially 
estimated value of which for 1950 is $123,900,000, a aparetanitial 
increase over last year’s $112,260,000 value. The second crop i 
pineapples, the officially estimated value of which is $80,000,000 for 
1950. 

Other export crops are coffee (6,000,000 pounds in 1949) and fruits, 
other than pineapple, vegetables, and flowers. 

Nowhere in the world have scientific methods been applied to agri- 
culture on the scale that prevails in the sugar and pineapple production 
of Hawaii. The sugar yield is the highest in the world, averaging 
nearly 8 tons of raw sugar per acre, and ranging as high as 18 tons, 
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Hawaii's superb climate, scenic beauty, and recreational facilities 
are also a major economic asset. During 1950, some 50,000 tourists 
visited the islands, and spent some $30,000,000 for goods and services. 

In 1950, internal-revenue collections from Hawaii totaled $81,- 
062,909, exceeding those of 10 separate States. 


HISTORICAL BACKGROUND OF STATEHOOD 


By the end of the American Revolution, several of the original col- 
onies had extended their State boundaries hundreds of miles west of 
the Alleghenies and north of the Ohio River. The region was known 
as the Northwest Territory. Boundary difficulties inherited from 
conflicting British and French charters brought frequent controversies 
among the States. In a historic demonstration of American unity, 
they settled these differences by jointly ceding the entire area to the 
Federal Government. 

The Continental Congress met the need for local government in this 
vast area by enacting, on n July 17, 1787, one of the outstanding measures 
in our national history—the famous Northwest Ordinance. This 
measure created and defined a new political form, the Territory, de- 
signed to serve as an interim government until the community under 
it could qualify for statehood. 

This intent was clearly shown. With executive, judicial, and legis- 
lative branches in its government, the Territory was in effect a rudi- 
mentary State, incorporated into the Union by specific extension of 
the Constitution and applicable laws of the Federal Government to it. 

Out of the incorporated Northwest Territory came the States of 
Ohio, Indiana, Illinois, Michigan, and Wisconsin. Their transition 
from territoriality laid the pattern of evolution for more than half the 
States in the Union. 

The thirteen States which founded the Nation preceded the terri- 
torial form. Four others—Vermont, Kentucky, Maine, and West 
Virginia—were carved from the original thirteen and set up as 
States immediately. And two independent foreign countries, Texas 
and California, were annexed as States without any intermediary 
status. The rest of the 48 were all incorporated Territories before 
they advanced to statehood—29 in number. 

Today, all of the incorporated territory of the United States has 
achieved statehood except Alaska and Hawaii. These two areas 
alone, each possessing resources and population far in excess of those 
of many of the present States at the time of their admission, have not 
yet achieved the historic destiny of all other incorporated Territories— 
namely, statehood. 

In each case, Congress enabled each Territory to become a State 
after it had met three simple but historically effective tests: 

(1) That the Territory had attained a sufficiently large population 
to support statehood in the time in which it was admiitted; 

(2) That that population was imbued with, and was wholeheartedly 
in support of, democracy and the American form of government; and 

(3) That the people of the Territory desired statehood. 

The majority of the committee finds unequivocally that Hawaii 
meets these qualifications fully. 

Hawaii was a free and independent Republic, modeled after the 
Government of the United States, at the time of its annexation, by 
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mutual consent, in 1900. For at least a half century prior to that 
historic event, the status of statehood for the islands had been dis- 
cussed on the ‘highest policy levels in the United States Government. 
In 1854, President Franklin Pierce had authorized negotiations to 
apnex Hawaii to the United States. The proposed treaty of 1854 
provided that the— 

Hawaiian Islands shall be incorporated into the American Union as a State enjoy- 
ing the same degree of sovereignty as other States, and admitted as such, as soon 
as it can be done in consistency with the principles and requirements of the Federal 
Constitution, to all the rights, privileges, and immunities of a State as aforesaid 
on a perfect equality with other States of the Union. 

As a result of political changes, this treaty was not concluded but 
the proposal on the highest Executive levels to make Hawaii a State 
gave the people of Hawaii cause to believe that statehood would be 
their ultimate destiny. They had reason to expect that the failure 
of that particular treaty was only a postponement, not a defeat of 
their hopes. 

Such, apparently, was also the view of President Andrew Johnson, 
who in his annual message to the Fortieth Congress on December 19, 
1868, in describing a proposed reciprocity treaty with Hawaii, said: 

It [the treaty] would be a guaranty of the good will and forbearance of all 
nations until the people of the islands shall of themselves 
voluntarily apply for admission into the Union. 


Partly as a result of the ill-feeling between President Johnson and 
the Fortieth Congress, this treaty was not completed. 

President William McKinley in 1896 made it clear that he consid- 
ered annexation of Hawaii in the best interests of the United States. 
At that time, the President wrote: 


, at no distant day, 


We need Hawaii just as much and a great deal more than we did California, 
It is manifest destiny. 

Accordingly, shortly thereafter, Hawaii exchanged her independent 
sovereignty for a status its people had reason to believe would ulti- 
mately ripen into the sovereignty of statehood in the Federal Union. 
Annexation to the United States as a Territory was accomplished on 
the part of the Republic of Hawaii through ratification by its senate, 
on September 9, 1897, of a treaty made in Washington on June 16, 
1897, which stated: 

The Republic of Hawaii and the United States of America, in view of the 
natural dependence of the Hawaiian Islands upon the United States, of their 
geographical proximity thereto, of the preponderant share acquired by the 
United States and its citizens in the industries and trade of said islands, and of the 
expressed desire of the Government of the Republic of Hawaii that those islands 
should be incorporated into the United States as an integral part thereof, and 
under its sovereignty, have determined to accomplish by treaty an object so 
important to their mutual and permanent welfare. 

The full text of the Hawaii resolution of ratification is set forth in 
appendix F. 

Ratification of annexation by the United States Senate followed 
on July 7, 1898, when Senate Joint Resolution 55 of the Fifty-fifth 
Congress, sponsored by Senator Francis G. Newlands, of Nevada, 
was adopted. This resolution (30 Stat. 750) appears as appendix G 
to this report. 


S. Re 
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In his inaugural address as the Territory’s first Governor, Sanford 
B. Dole, who had been President of the Republic of Hawaii on June 
14, 1900, made the following statement: 

Hawaii is forearmed by its past experience for this new essay in government. 
The honorable competition of sister Territories, the hope of statehood, and the 
glorious history of America must inspire her. 

The above statement by the Presidentially appointed Governor 
indicates clearly that the hope of statehood was pointed out to people 
of Hawaii at the very inception of territorial government. 

Successive governors since Dole have labored for statehood, up 
to and including the incumbent, Hon. Oren E. Long, who took 
office in May 1951. 

On the recommendation of the five commissioners, for the appoint- 
ment of whom the Newlands resolution provided, the Congress 
enacted the act of April 30, 1900 (31 Stat. 141), cited as the Organic 
Act of Hawaii. Section 5 of this act in specific language extended the 
Constitution and laws of the United States to the Territory, thus, 
under the terms of Supreme Court rulings, “incorporating” Hawaii into 
the Union as an “inchoate state,”’ in the words of the Supreme Court 
of the United States. (See inter alia, O’Donoghue v. U. S., 289 U.S. 
ae. and the Insular Cases, beginning with De Lima v. Bidwell, 182 

J. S$. 1.) 


LEGISLATIVE DEVELOPMENTS 


In 30 previous instances, the Senate has had to make a decision on 
bringing a new State or States into the Union. The record of testi- 
mony and information built up around the question of statehood for 
Hawaii is more complete than was the case for any other State prior 
to admission. 

Beginning in 1903, the people of Hawaii, through their elected legis- 
lature, have 17 times petitioned the Congress of the United States for 
the fulfillment, in their case, of the historic destiny of all other in- 
corporated Territories. On 38 different occasions since 1920, bills 
have been introduced in successive Congresses to provide statehood 
for Hawaii, and in the past 15 years there have been 9 separate state- 
hood hearings by congressional committees; of this number, 5 were 
conducted in the Territory of Hawaii itself. Testimony and other 
material has been collected from 693 witnesses, and more than 3,500 
printed pages of official documents have been compiled. 

The official record has been supplemented by Government exhibits, 
graphs, and tables portraying Hawaii’s social, political, economic, and 
industrial life. Also in the record are summaries of editorial comment 
from each of the 48 States which reflect overwhelming support by 
the fourth estate for statehood for Hawaii. 

A summary of these congressional investigations is set forth as 
appendix H. 

Last year’s bill, H. R. 49, sponsored by Delegate Farrington, of 
Hawaii, passed the House on March 7, 1950, by a vote of 262 to 110. 
At the Senate committee hearing last spring, Delegate Farrington 
analyzed the House vote as follows to show that a majority of the 
Members of the House from the most populous States supported the 
Hawaii statehood bill: 


Those voting for the bill this year [1950] included an overwhelming majority of 
both Democratic and Republican Members of the House. 
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An analysis of the vote prepared by the Hawaii Statehood Commission shows 
the following: 


In 37 State delegations, a majority voted for statehood for Hawaii. 

Fourteen States voted unanimously for statehood for Hawaii. 

Of the 7 large States, only Texas, with 15 votes cast, recorded a majority against 
statehood. 


The vote of the California representation showed 16 for statehood and | against, 
with 6 not voting. 

In Illinois, 21 voted for statehood and 3 against, with 2 not voting. 

Michigan, 12 for statehood and 4 against, with 1 not voting. 

New York cast 27 votes for statehood and 8 against, with 10 not voting. 

Ohio gave 16 votes for statehood, 5 against, and 2 not voting. 

For Pennsylvania, 22 voted for statehood and 9 against, with 2 not voting. 

I mention the large States particularly because it was argued extensively in 
the House that the large States were opposed to statehood on the grounds that 
it would dilute the representation in the United States Senate. It is evident the 
Members of the House did not feel that way. 

The only State in which not a vote was cast for statehood for Hawaii was 
Virginia, and to offset this was the strong representation of votes for statehood 
from every other State in the South. The representation from the South was 
particularly gratifying. 

Je of Hawaii believe that nothing could demonstrate more clearly that the 
ople of the United States are today overwhelmingly supporting us in our appeal 
or admission to the Union as a State (Senate hearings, p. 110). 


Further evidence of widespread popular support for the measure 
is indicated by the action of the Governors’ Conference, composed of 
the chief executives of all of the 48 States, which on June 22, 1950, 
went on record for the fourth consecutive time urging statehood for 
Hawaii. The resolution of the Governors’ Conference stated: 

The Governors’ Conference for the fourth successive time urges the Congress 
to enact legislation to admit Alaska and Hawaii to statehood. 

As we meet in mid-June 1950, statehood bills for both incorporated Territories 
have passed the House of Representatives, and extensive hearings have been held 
by the Senate Committee on Interior and Insular Affairs. 

We strongly urge this committee to report these bills promptly so the Senate 
may pass on this important issue. 

In testifying in person before the committee last spring in support 
of the statehood measures, Hon. Earl Warren, Governor of California; 
pointed out that unanimity was the rule for all resolutions adopted by 
the Governors’ Conference. 


EXTENSIVE HEARING HELD 


During May of 1950, after widespread publicity, the Senate Com- 
mittee on Interior and Insular Affairs conducted extensive hearings 
on the measure. Some 60 witnesses were heard, more than 40 of 
whom came from Hawaii to testify, including the Governor, the 
president of the senate, the speaker of the house, and other prominent 
civic and business leaders. No one appeared in opposition to the 
principle of statehood, although several communications were received 
expressing such opposition, a number of which are included in the 
hearings. The points raised were given full and careful consideration. 
Some of the witnesses who appeared objected to specific provisions of 
the bill as it passed the House, and, in amending the bill, the committe 
endeavored to give due weight to those objections which appeared 
valid and in the best interest of both the proposed new State and of 
the Federal Government. 

S. 49, Eighty-second Congress, follows H. R. 49, Eighty-first Con- 
gress, as amended, closely. The only changes other than mere 
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perfecting amendments are those recognizing the constitutional con- 
vention, but not the constitution itself. 


OBJECTIONS TO MEASURE 


The committee gave careful consideration to all objections to the 
principles embodied in the bill. As stated, no one appeared before 
the committee to oppose it, but several persons communicated objec- 
tions to the committee by letter or telegram. 

The main objections, in summary, appear to be: 

(1) That Communists have great political and economic power in 
the Territory. 

(2) That with the so-called Caucasians outnumbered, political 
control will be in the hands of groups alien to our American political 
traditions, culture, and way of life. 

(3) That the Territory 1s “noncontiguous’”’ and hence outside the 
pattern of the present Union of States. 

Through the long history of Hawaii's efforts to gain statehood, the 
latter two objections—that of racial heterogeneity and noncon- 
tiguity—have been the conventional pleas-in-bar put forth by op- 
ponents to the further expansion of American democracy. 

The first mentioned, that of communism in the Territory, was new 
with postwar discussion of statehood. 

All three of these objections were covered thoroughly and at length. 
The major facts developed with respect to them can be summarized 
as follows: 

COMMUNISM 


The charge that Hawaii is controlled by the Communists, or that 
there is a “present danger” of such control, has been based on two 
specific assertions and assumptions: (1) That the Communists have 
seized the machinery and leadership of the Democratic Party in the 
Territory, and (2) that Communists control the International Long- 
shoremen and Warehousemen’s Union, and that through this union 
they have a “stranglehold” on the economy of Hawaii. Previously, 
it had also been asserted that the Communists would dominate the 
constitutional convention if one were held. 

The committee investigated these assertions with great care, recog- 
nizing the critical importance of Hawaii to the national security. 

At the conclusion of the hearings, the chairman proposed an amend- 
ment to the bill which would require the State constitution to set 
forth that— 


no person who advocates or who aids or belongs to any party, organization, or 
association which advocates the overthrow by force or by violence of the govern- 
ment of the State of Hawaii or of the United States shall be qualified to hold any 
public office of trust or profit under the State constitution. 

This amendment was accepted unanimously, and is set forth in section 
2 of the present bill. It is to be noted that the Supreme Court of 
the United States recently has upheld the substance of such a provi- 
sion in its decision involving the Ober law of Maryland. 

House Un-American Activities Commitiee investigation.—During 
April 1950 a subcommittee of the House Committee on Un-American 
Activities had gone to Hawaii at the petition of the Territorial legis- 
lature and had conducted an investigation of Communist activity in 
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the islands. This group had full access to the files and reports of the 
Federal Bureau of Investigation, the Office of Naval Intelligence, and 
the Military Intelligence Service, and had before it as many wit- 
nesses as it saw fit to call. 

That section of the 1950 report of the House Committee on Un- 
American Activities (H. Rept. No. 3249, 8lst Cong., submitted Janu- 
ary 2, 1951) dealing with its subcommittee’s investigations in Hawaii 
is set forth in full in the appendix to this report (appendix J). 

At the conclusion of the investigation in Hawaii, the subcommittee 
chairman, Hon. Francis E. Walter, of Pennsylvania, and the ranking 
minority member, Hon. Harold H. Velde, of Illinois, appeared before 
the Senate committee at the statehood hearings. Neither the Demo- 
cratic chairman nor the ranking Republican member of the Communist 
investigating committee found any cause whatever for withholding 
statehood from the Territory. The attention of the Senate is invited 
to the testimony of Congressman Walter, starting at page 153 of last 
spring’s hearings, and of Congressman Velde, starting on page 260. 

Territorial committee report—In March of this year, the special 
commission set up by the Republican-controlled Territorial Legisla- 
ture of Hawaii, the Commission on Subversive Activities, submitted 
its findings and report. This report is also available. 

In weighing the allegation of control over the Democratic Party in 
Hawaii, the Senate Committee on Interior and Insular Affairs took 
note of the findings of the House Committee on Un-American Activi- 
ties that— 

Since the conclusion of the committee’s hearings in Honolulu, the citizens of 
Hawaii have taken it upon themselves to “‘put their house in order.’”’ The 
Democratic Party is moving to rid itself of any and all Communists or Com- 
munist influence within its ranks. Within the Territory of Hawaii, there is in 
existence a legislative committee on un-American activities and a Territorial 
commission on subversive activities, both embodied with the power of subpena 
and established for the purpose of investigating and exposing any and all sub- 
versive activities within the Territory of Hawaii. 

The report of the Hawaii Commission on Subversive Activities 
concludes its report to the Territorial legislature with the following 
finding of fact: 

Since the Communist infiltration of the Democratic Party was exposed by the 
House committee hearings, the Democratic Party has split into right and left 
groups. Within each group there are many persons who are actively seeking to 
remove all traces of Communist influence from the Democratic Party. 


DEMOCRATIC CANDIDATES 


The Senate committee also took judicial notice of the fact that the 
man chosen by the Democrats of Hawaii to head their ticket in the 
November 1950 elections was Hon. William B. Cobb, a Honolulu 
attorney and a former member of the Wyoming Legislature. Mr. 
Cobb, a vigorous and outspoken foe of communism, won the Demo- 
cratic primary election for Delegate to Congress, the highest elective 
office in the Territory. 

So, too, with the other Democratic candidates; the committee was 
unable to find any evidence of Communist influence among the 
Democratic office seekers or their platforms. 

The ILWU.—-As to Communist stranglehold on the economic life 
of the Territory through the ILWU, the committee noted that the 
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ILWU was expelled by the Congress of Industrial Organizations in 
May of 1950 and that, as a result, its power will be substantially less 


than before. The House Un-American Activities Committee report 
states: 


Testimony taken at the hearings revealed that in some instances individuals 
recruited into the Communist Party were elected to union offices without knowledge 
that they were even candidates * * *. In recruiting workers to member- 
ship in the Communist Party, the Communist leaders of the ILWU were successful 
in being able to dupe many workers into joining the Communist Party. Testi- 
mony heard time and again during the hearings disclosed that many of these 
individuals were duped into believing that they could best serve the cause of 
organized labor through membership in the Communist Party. However, when 
the true Communist philosophy was made known to these individuals, it not 
only alienated them, but was responsible for their disassociating themselves from 
the Communist Party. It is indeed encouraging to read the testimony of many 
witnesses who testified that when they obtained a true knowledge of Communist 
teachings, as contained in the constitution of the Communist Party of the Soviet 
Union, calling for the overthrow of democratic governments, they lost no time 
in severing their relationship with the Communist Party. The fact that many 
individuals were duped into joining the Communist Party on the pretense of 
gaining a labor education does not mean that there is not present in the Territory 
of Hawaii a hard core of dyed-in-the-wool Communists, who are devoted to the 
overthrow of the Governments of the United States and the Territory of Hawaii. 
It must be remembered that the Communist movement spread to the Territory 
of Hawaii through organizers of the Communist Party who were born and 
received their Communist training on the mainland of the United States. The 
hard core of Communists presently in the islands is therefore composed of main- 
land Communists, or Hawaiians who were trained by Moscow-dominated Com- 
munists on the mainland. 


The committee also notes that in an interview published in the 
United States News and World Report for March 30, 1951, J. Edgar 
Hoover, the Director of the Federal Bureau of Investigation, placed 
the total number of Communists in Hawaii at 36. This figure con- 
trasts with the 160 Communists reported to have been active in the 
Territory in 1946. ; 

The constitutional convention —The committee finds that the proph- 
ecy that the State constitution of Hawaii would reflect Communist 
influence has not been even remotely fulfilled. This proposed State 
constitution was drafted by delegates chosen by the people of Hawaii 
and who formed an excellent cross-section of them. It was then sub- 
mitted to the people in the general election of November 1950, and, 
despite the active opposition of the ILWU, was approved by a vote 
of more than 3 to 1. ( ee 4 

The committee feels that this constitution speaks for itself, and as 
an example of the political maturity of the people of Hawaii, it is set 
forth in full in the appendix to this report (appendix J). 

As to Communist influence in the convention, the subversive com- 
mission report states: 

In the constitutional convention election, 2 of the 63 offices were won by 
Richard M. Kageyama, a former member of the Communist Party, and Frank G. 
Silva, one of the ‘‘Reluctant 39.” The reported connection of these two men 
with Communist activities was not known to the electorate at the time. Kageyama 
resigned from the convention after testifying before the House Un-American 
Activities Committee that he was at one time a member of the Communist Party. 
Silva was subpenaed by the House Un-American Activities Committee, but 
refused to testify on the ground that his testimony might tend to incriminate 


him. Silva was asked to resign from his office of delegate to the constitutional 
convention, but refused to do so. He was then expelled from the convention. 
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The “‘ Reluctant 39.”—Much also has been made of the fact that 39 
of the 66 witnesses summoned before the House committee refused to 
testify. All 39 were cited by Congress for contempt, and all were 
indicted in the United States District Court for the District of Hawaii. 
On the basis of recent decisions of the United States Supreme Court, 
the Ninth Circuit Court of Appeals, and various district courts, 
including the District of Columbia, District Judge Delbert E. Metz- 
ger, a native of Kansas and a Federal appointee, directed acquittal 
of all defendants. 

Senate subcommittee report—In addition to the investigation last 
spring by the Un-American Activities Subcommittee, Senator Guy 
Cordon, a Republican member of the Senate Committee on Interior 
and Insular Affairs, also visited the Hawaiian Islands as chairman of 
the Subcommittee on Territories and Insular Affairs during the 
Eightieth Congress. . 

As to communism, Senator Cordon’s subcommittee reported: 

No evidence was presented to the subcommittee of communism in the Territorial 
legislature or other elective bodies or offices. Hawaii’s political life has been 
traditionally sound and free from radical leadership in the government. The 
subcommittee feels that there will be ample protection against the infiltration of 
Communist doctrines in the State constitution, which must be approved by the 
President of the United States as well as the electorate of Hawaii (report of Sub- 


committee on Territories and Insular Affairs to the Committee on Interior and 
Insular Affairs, 80th Cong., p. 6). 


Conclusion as to communism.—lIn conclusion, after carefully weighing 
all of the evidence it was able to find concerning the dangers of com- 
munism in Hawaii, the majority of the committee stands with the 
House Committee on Un-American Activities, and thereby with the 
Federal Bureau of Investigation, the Office of Naval Intelligence, and 
the Military Intelligence Service, in holding 

The committee feels that these citizens (of Hawaii) now know more of the 
methods and practices of the Communist Party and are much better equipped to 
meet any new threat that may arise as a result of activity on the part of the 
Communist Party. 

The evidence shows that as of 1951 the people of Hawaii have 
successfully cast communistic influence out of all phases of their 
political, social, cultural, and educational activities. ‘The only sphere 
in which communism plays a part of any significance is in the ILWU, 
an international labor organization with headquarters in San Fran- 
cisco. The people of Hawaii have shown that they now are alert to 
the menace of communism in that union, and, while the problem is 
not theirs alone, they are leading the way in completely nullifying its 
influence. 

Whatever alleged Communist influence there may be in Hawaii, it 
is no bar to statehood. 


THE PEOPLE OF HAWAII 


The second objection, that of racial heterogeneity in the Territory, 
appears to be based on the reasons which for the most part rarely are 
expressed. But with the entire free world looking to the United 
States for moral and spiritual leadership, the committee does not 
believe that the Eighty-second Congress will deny full political 
equality to a group of its own citizens who have met every historic 
test of qualifying for statehood, merely because the ancestors of a part 
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of that group came from Asia. Hawaii has been thoroughly American 
in word, thought, and deed for a half century and longer. Its Amer- 
ican institutions and school system have produced American citizens 
worthy to stand on a basis of full equality with the best citizens of 
any State in the Union. 

The devotion to American ideals of the sons of Hawaii has been ir- 
refutably written in the pages of world history on the battlefields of 
Europe and, more recently, in Korea. But in civic and economic and 
cultural attainments, also, the people of Hawaii have created a com- 
munity to stand on a basis of full political equality with every other 
American community. The standard of living of the people is notable, 
with a per capita income approximately equal to that of the national 
average, according to the Interior and State Department report to 
the United Nations, and hence higher than that of many of our pres- 
ent States. The Hawaiian income is spent in a locality where heating 
and heavy clothing are unknown. 

The Territory pays more taxes than 10 of our present States; it has 
a larger population than 4 of them. 

Cultural progress has been marked in Hawaii. Evidence before the 
committee shows that the University of Hawaii is an educational 
institution of highest standards. It is a cultural clearinghouse for the 
Pacific and affords opportunities for education, limited only by its 
accommodations, for students from all parts of the Pacific world. 

It is true that the population of the islands is composed of many 
races and groups but, trained in the Territory’s excellent school 
system, they have been wholly imbued with the principles of Ameri- 
canism in thought, word, and deed. A preponderant majority of the 
population of half a million is native-born and of the total, 87 percent 
are American citizens. Even more significant for the future of the 
proposed State is the fact that 99.2 of all school children of the Terri- 
tory are native-born American citizens. Moreover, attendance at the 
schools of Hawaii exceeds by far the average ratio in the United States. 


NONCONTIGUITY 


American history shows that contiguity has never been a rule or 
requirement for the admission of new States. California was ad- 
mitted more than a century ago when it was separated from the 
nearest State by more than a thousand miles of then wilderness 
infested with hostile Indians. Travel time to Washington was then 
measured in months. 

In the admission of California the contiguity issue was settled 
once and for all, as far as law and precedent or the pattern of our 
national development goes. In this day of the radio and telegraph, 
and of jet propulsion, when the distance between Honolulu and 
Washington is a matter of hours, it has even less validity than in 
1850, when standard transportation from the eastern seaboard to the 
West was by covered wagon or sailing ship. 

More important, the people of Hawaii have proved to the com- 
mittee, and to the world, that noncontiguity, in a geographical sense, 
has been no bar to the development of a typically American society, 
with American ideals and traditions, in an extremely rich and fertile 
area, 
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CONCLUSION 


A greater amount of information regarding Hawaii was available to 
the committee than has been the case in the admission of any other 
Territory. Every effort was made to go into all of the issues thor- 
oughly, and to give objective, impartial consideration to all of the ob- 
jections presented. 

As a result, the committee is convinced that— 

(1) The admission of Hawaii into the Union as a State is in 
the best interests of the Nation and the Territory. 

(2) The Territory meets all of the traditional requirements 
for statehood, and, as a State, would make valuable contributions 
to the Nation and to the world. 

(3) In the current clash of political and economic ideologies 
upon the world stage, the admission of Hawaii as a State would 
be a practical demonstration, in the very area in which com- 
munism is making a determined drive to win adherence to its 
totalitarian principles, that the United States is holding aloft for 
all of the world the banner of political and economic democracy. 

Therefore, conscious of their responsibility as Members of the 
Senate of the Eighty second Congress to the Senate and to the Nation, 
the majority of the committee recommends that the Senate continue 
the pattern under which America has grown great and approve this 
legislation to admit the prosperous, populous, and thoroughly Ameri- 
can Territory of Hawaii to statehood. 


REPORTS OF EXECUTIVE AND JUDICIAL BRANCHES 


The statement of the President of the United States, urging prompt 
passage of statehood legislation, and the favorable reports of the 
Secretary of the Interior, the Secretary of Defense, and the Secretary 
of State, are set forth below, as is the comment of the Chairman of 
the Judicial Conference Committee on Revision of the Judicial Code, 
Hon. Albert B. Maris, United States Circuit Judge of the Third 
Circuit Court of Appeals. 





Tue Wuite House, 
Washington, May 5, 1950. 
Hon. JosepH C. O’ MAHONEY, 
Chairman, Committee on Interior and Insular Affairs, 
Umited States Senate, Wash ington, Ra Ge 

My Dear Senator O’Manoney: I am highly gratified by i thorough ae 
objective consideration which your committee is giving to H. 331 and H. 

49, bills which would enable the Territories of Alaska and — aii to take thes ir 

rightful place as members of the Union. As you know, I have long supported 
the objectives of these important bills which carry out the pledges made to 
the people of the two Territories. I sincerely hope that the Congress, during 
its present session, will enact legislation granting statehood to Alaska and 
Hawaii. ‘The need is more urgent today than ever before. By such action, we 
will not only promote the welfare and development of the two Territories, ‘but 
also greatly strengthen the security of our Nation as a whole. 

It should not be forgotten that most of our present States achieved statehood 
at a relatively early period of their development. ‘The stimulus of being ad- 
mitted as full partners in the Union, and the challenge of managing their own 
affairs, were among the most significant factors contributing to their growth 
and progress. Very few of our existing States, at the times of their admission 
to the Union, possessed potential resources, both human and natural, superior 
to those of Alaska and Hawaii. I am confident that Alaska and Hawaii, like 
our present States, will grow with statehood and because of statehood. 


8. Rept. 314, 82-1 3 











18 STATEHOOD FOR HAWAII 


There is no necessity for me to repeat at this time the arguments for state- 
hood. The many qualified witnesses who have appeared before your commit- 
tee have, I am sure, presented convincing evidence both as to the need for and 
the tangible benefits to be derived from statehood. There is, however, one 
objection made by opponents of H. R. 331 and H. R. 49 which I believe requires 
further discussion because it goes beyond the question of statehood and raises 
a fundamental constitutional issue. I am referring to the objection that Alaska 
and Hawaii as States would be entitled to representation in the Senate of the 
United States disproportionate to their population. 

This argument is not only entirely without merit, but also directly attacks 
a basic tenet of the constitutional system under which this Nation has grown 
and prospered. Without the provision for equal representation in the Senate 
of all States, both great and small, regardless of population, there probably would 
have been no United States. This was one of the great compromises which the 
Federalist says was a result “‘not of theory, but of a spirit of amity, and that 
mutual deference and concession which the peculiarity of our political situation 
rendered indispensable.”” There is no justification for denying statehood to 
Alaska and Hawaii on the basis of an issue which was resolved by the Consti- 
tutional Convention in 1787. 

America justly takes pride in its record of fulfilling to the letter its obliga- 
tions to foreign nations. We should be no less scrupulous in carrying out the 
promises made to our own citizens in Alaska and Hawaii. The case for state- 
hood rests on both legal and moral grounds. 

These are troubled times. I know of few better ways in which we can dem- 
onstrate to the world our deep faith in democracy and the principle of self- 
government than by admitting Alaska and Hawaii to the Union as the forty- 
ninth and fiftieth States. 

Sincerely, 
(Signed) Harry 8S. Truman. 





DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., February 27, 1951. 
Hon. Josern C. O’ MAHONEY, 
Chairman, Committee on Interior and Insular Affairs, 
Uniied States Senate, Washington 25, D. C. 

My Dear Senator O’Manoney: Further reference is made to your request 
for the views of this Department on 8. 49, a bill to enable the people of Hawaii 
to form a constitution and State government and to be admitted into the Union 
on an equal footing with the original States. 

I am wholeheartedly in favor of the granting of statehood to Hawaii, and I 
urge that legislation admitting Hawaii to the Union be enacted at the earliest 
possible date. 

Today, after over a half-century of active participation in the broader life of the 
whole American community, Hawaii is truly an integral part of our Nation, de- 
voted to the democratic ideals and institutions of the United States. Modern 
transportation facilities have ended even the physical isolation of the Territory. 

The eminent qualification of the people of Hawaii to govern themselves within 
the framework of the Union has been amply evidenced by the mass of progressive 
and intelligent laws on their statute books, their advanced school system, and the 
wise management of their fiscal affairs. Hawaii has contributed, and will con- 
tinue to contribute, to the national welfare in a manner of which we may all be 
proud. Hawaii imports from the continental United States most of its consumer 
goods, and exports to the mainland the greater part of the products of its two 
major indusiries, sugar and pineapple. The commerce of Hawaii with the main- 
land exceeds that between the mainland and but a few foreign countries. Hawaii 
has consistently paid into the National Treasury a considerably larger amount 
than the Federal Government has spent in the Territory, exclusive of national 
defense expenditures. 

A comprehensive and convincing demonstration of the Territory’s present 
ability to assume the responsibilities of statehood is contained in the record 
compiled by the subeommittee of the House Committee on Territories which held 
hearings on statehood in Hawaii during January 1946. Every possible aspect of 
Territorial life was examined and considered by the subcommittee. Hearings 
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were held on the principal islands and opportunities were afforded all interested 
persons, whether in favor of or opposed to statehood, to be heard. On the basis of 
the hearings and exhibits, the subcommittee’s report found that the total of 
Federal internal revenue tax collections made in the Territory during 1944 and 
1945 exceeded that of several States; that the gross assessed value of real prop 

in Hawaii is higher than that of any State at the time of admission, with one 
exception; that illiteracy among native-born citizens is almost nonexistent; and 
that Hawaii, despite its polyracial composition, is essentially American in thought 
purpose and action. The report also found that, notwithstanding the many racia 


groups, such evidence of bloe voting as exists indicates that the practice has not 
assumed and is not likely to assume serious proportions; and that the Hawaiia 
are very politically conscious, 85.03 percent of the registered voters having voted 


in the 1944 election. The subcommittee concluded that the mixed racial com- 
plexion of Hawaii should not be considered an obstacle to statehood; that the 
people of Hawaii have shown themselves capable of self-government; that though 
there is economic dominance by the Big Five of a great portion of Hawaii's 
economy, it has not prevented establishment of many varied businesses or the 
passage of progressive labor, educational, and social legislation; that a majority of 
the people in the Territory are in favor of immediate statehood; and that no 
organized opposition appeared. On the basis of this extensive investigation, the 
House subcommittee recommended that immediate consideration be given to 
legislation to admit Hawaii to statehood. 

Further extensive hearings were held by your committee during May of last 
vear, in connection with H. R. 49 of the Eighty-first Congress, a statehood bill for 
Hawaii which had previously been passed by the House of Representatives. At 
these sessions some 60 witnesses were heard, more than 40 of whom came from 
Hawaii to testify. After full consideration of the written and oral testimony 
received, your committee recommended the enactment of legislation to admit 
Hawaii to statehood. The provisions of 8. 49 of the present Congress conform 
closely to those so recommended. 

On May 20, 1949, the Governor of Hawaii approved an act of the Territorial 
legislature (Act 334, Session Laws of Hawaii, 1949), providing for the election of 
delegates to a constitutional convention, and for the drafting of a proposed State 
constitution by that convention. The delegates elected by the people of Hawaii 
pursuant to this Territorial act convened in Honolulu on April 4, 1950, and com- 
pleted the work of drafting a constitution for the proposed State of Hawaii on 
July 22, 1950. All but 2 of the 63 delegates signed the constitution. Thereafter, 
in response to a petition from a majority of the members of the Territorial legis- 
lature, the Governor of Hawaii issued a proclamation convening a special session 
of the legislature for the purpose of considering the constitution agreed upon by 
the constitutional convention. The Territorial legislature, by an overwhelming 
majority, approved the constitution without amendment. This approval was 
implemented by the enactment of a joint resolution (J. Res. 1, Special Session 
Laws of Hawaii, 1950), providing for the submission of the constitution to the 
xcople of the Territory for ratification or rejection at the next general election. 
Chis joint resolution was approved by the Governor of Hawaii on October 12, 
1950. At the general election held on November 7, 1950, the people of Hawaii 
ratified the constitution for the proposed State of Hawaii by a vote of approx- 
imately 3 to 1. 

For many years the Department of the Interior has been in a position to witness 
the rapid development of Hawaii’s high standards of government in all matters 
affecting local welfare. This Department can also testify without reservatior 
to the steadfast loyalty and patriotic vigilance of Hawaii's citizens during the 
critical and trying days of World War II. There is no question in my mind that, 
by any standard of judgment, these citizens of the United States have demon- 
strated their readiness for self-government as a State, and for full representation 
in the National Government. 

Attached is a list of technical perfecting amendments, designed to remove 
clerical errors and imperfections in the bill, which your committee may wish ft 
adopt. 

The Bureau of the Budget has advised that the objective of this proposed legis- 
lation is in accord with the program of the President. 

Sincerely yours, 
Oscar L. CHAPMAN, 
Secretary of the Interior. 
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EXEcuTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BuDGET, 
Washington 25, D. C., January 26, 1951. 
Hon. JoserpH C. O’MAHoney, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington 25, D. C. 


My Dear Senator O’Manoney: This is in reply to your letter of January 11, 
1951, requesting a report on §. 49, to enable the people of Hawaii to form a consti- 
tution and State government and to be admitted into the Union on an equal footing 
with the original States. 

You will recall that on May 5, 1950, the President addressed a letter to you urg- 
ing the enactment of legislation to grant statehood to the Territories of Alaska 
and Hawaii. The President wrote: 

“‘T sincerely hope that the Congress, during its present session, will enact legis- 
lation granting statehood to Alaska and Hawaii. The need is more urgent today 
than ever before. By such action, we will not only promote the welfare and 
development of the two Territories, but also strengthen the security of our Nation 
as a whole.”” The views expressed by the President apply with equal force today, 

The objective of 8S. 49 is fully in accord with the program of the President. 

Sincerely yours, 
Emer B, Sraats, Assistant Director. 


DEPARTMENT OF STATE, 
Washington, January 25, 1951. 
Hon. Josepx C. O’ MAHONEY, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate. 

My Dear Senator O’ Manoney: In your letter of January 11, 1951, addressed 
to the Secretary of State, you request the views of the Department of State on a 
bill (S. 49) providing for statehood for the Territory of Hawaii for the use of the 
Senate Committee on Interior and Insular Affairs. The Department of State 
approves this bill from the foreign policy point of view. 

You will recall that last year when a similar proposal was before the Senate, Mr. 
Hickerson, Assistant Secretary for United Nations Affairs, appeared before the 
Committee on Interior and Insular Affairs to support statehood for Hawaii. Oa 
that occasion Mr. Hickerson called attention to the fact that the admission of 
Hawaii into the Union would be an act in accordance with the freely expressed 
aspirations of the people of that Territory. Mr. Hickerson further stated that, 
in the view of the Department of State, the enactment of statehood legislation 
would be an act in further fulfillment of the obligations assumed by the United 
States in the Declaration Regarding Non-Self-Governing Territories contained in 
chapter XI of the United Nations Charter and would serve to support American 
foreign policy and strengthen the position of the United States in world affairs. 
The views of the Department of State on this subject had been previously recorded 
in letters furnished you on June 29 and July 7, 1949, and April 20, 1950. 

The Department of State continues strongly to support statehood for Hawaii. 
It considers that the granting of statehood to Hawaii would be still further 
evidence of the eagerness of this Government to take into account the political 
aspirations of the peoples of United States Territories. 

The Department has been informed by the Bureau of the Budget that there is 
no objection to the submission of this report. 

Sincerely yours, 
Jack K. McFatt, 
Assistant Secretary, 
(For the Secretary of State). 


DEPARTMENT OF STATE, 
Washington, September 19, 1950. 
Hon. JoserH C. O’Manoney, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate. 


My Dear Senator O’Manoney: This is in reply to your letter of September 
12, 1950, regarding the Department of State’s views on bills for admission of 
Hawaii and Alaska into the Union, and inquiring whether recent events in 
Korea have in any way caused the Department’s views to be changed. 
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The views of the Department as set forth in the letter of April 20, 1950, have 
not been modified by the development of the Korean conflict. Indeed, the Depart- 
ment believes that the Korean situation has increased the urgency for favorable 
action on these bills and has rendered more compelling the reasons set forth in my 
letter of April 20, 1950. 

Sincerely yours, 
Jack K. McFatt, 
Assistant Secretary 
(For the Secretary of State). 


DEPARTMENT OF STATE, 
Washington, D. C., April 20, 1950. 
Hon. Joseru C. O’ MaHnoney, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate. 

My Dear Senator O’Manoney: This is to acknowledge your letter of April 7 
addressed to Secretary Acheson informing him of the hearings on the Alaska and 
Hawaii bills which are scheduled to open on April 24, and May 1, respectively, 
and inviting the Department to have a qualified officer ready to give the com- 
mittee factual information and the Department’s views on the possible effects of 
the inclusion of these Territories within the United States. 

When similar proposals were before the Senate last year, you were good enough 
to invite the views of the Department, which were furnished to you in letters 
dated July 7 and June 29, 1949. The views of the Department remain as then 
stated. The Department perceives no objection to the provisions of these bills 
from the standpoint of the foreign policy of the United States and considers that 
the admission of these Territories to the Union would be in conformity with the 
traditional policy of the United States toward the peoples of Territories under 
its administration who have not yet become fully self-governing. It continues 
to feel that favorable action on these bills by the Congress would be an act in ful- 
filiment of the obligation assumed by the United States in accepting the declara- 
tion regarding non-self-governing territories set out in chapter XI of the Charter 
of the United Nations and would thus serve to support American foreign policy 
and strengthen the position of the United States in international affairs. 

With reference to the final paragraph of your letter, the Department is glad to 
accept your invitation and will have a qualified officer ready to give the committee 
such factual information as the committee may wish to have insofar as the De- 
partment of State is concerned. 

Sincerely yours, 
Jack K. McFAtt, 
Assistant Secretary 
(For the Secretary of State). 


DEPARTMENT OF STATE, 
Washington, June 29, 1949. 
Hon. Joserpax C. O’ Manoney, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate. 

My Dear Senator O’ Manoney: On May 11, 1949, you transmitted to the De- 
partment of State for its study and report two bills, 8. 156 and S. 1782, to enable 
the people of Hawaii to form a constitution and State government and to be 
admitted into the Union on an equal footing with the original States. 

The Department of State has examined these bills carefully and, from the 
standpoint of foreign policy, does not perceive any objection to the provisions 
contained therein. On the general question, it is the view of the Department 
that action by the Congress enabling the people of Hawaii to fulfill their expressed 
aspiration for statehood would be in conformity with the traditional policy of the 
United States toward the peoples of Territories under its administration who 
have not yet become fully self-governing. 

The Department also considers that such action by the Congress would be an 
act in fulfillment of the obligation assumed by the United States in accepting the 
declaration regarding non-self-governing territories set out in chapter XI of the 
Charter of the United Nations and would thus serve to support American foreign 
policy and strengthen the position of the United States in international affairs. 
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We have been advised by the Bureau of the Budget that the objectives of these 
proposals are in accord with the program of the President. 
Sincerely yours, 
Ernest A. Gross, 
Assistant Secretary 
(For the Secretary of State). 


Marcu 30, 1950. 
The SECRETARY, 
Department of Defense, 
The Pentagon, Washington, D. C. 

Dear Mr. Secretary: As you doubtless are aware, the Senate Committee on 
Interior and Insular Affairs has before it two bills, H. R. 331 and H. R. 49, which 
would admit the Territories of Alaska and Hawaii, respectively, into the Federal 
Union as States. In connection with its consideration of this proposed legis- 
lation, the committee requires authoritative information from the Department 
of Defense as to the advantages, if any, from a point of view of national defense, 
of extending statehood to these Territories. Specifically, would statehood for 
Alaska and Hawaii give greater strength to our military position in those areas 
than does the present Territorial organization of the local government? 

Hearings on the Alaska bill are scheduled to start April 24 and those on Hawaii 
on May 1. Would you be good enough to have a qualified member of the Defense 
Department ready to give the committee factual information with respect to the 
relative advantages and disadvantages of statehood for the defense of each of 
these Territories at these hearings? If you deem it desirable, the Defense Depart- 
ment can be heard in executive session, and any statements made at the time will 
not be made public. 

Sincerely yours, 
JosepH C. O’Manoney, Chairman. 





THE SECRETARY OF DEFENSE, 
Washington, April 18, 1950, 
Hon. Josern C. O'’Manoney, 
Chairman, Commitiee on Interior and Insular Affairs, 
United States Senate. 

My Dear Senator O’Manoney: This letter is further in response to your com- 
munication of March 30, 1950, in which you make reference to two bills, H. R. 
231 and H. R. 49, which, if enacted, would admit the Territories of Alaska and 
Hawaii, respectively, into the Federal Union as States. Because I understand 
that vour committee intends on April 24 to commence hearings on H. R. 331, which 
voncerns Alaska, and to hold hearings beginning May 1 on H. R. 49, the Hawaiian 
proposal, I address this letter to you for the purpose of expressing the concurrence 

f the Department of Defense in both proposals. 

As you know, the administration has repeatedly expressed itself as favoring 
Hawaiian and Alaskan statehood, and both proposals have again and again been 
endorsed by the President. On January 4 in his state of the union message, 
President Truman urged that the Congress during 1950 “grant statehood to 
Alaska and Hawaii.’’ The enactment of H. R. 49 and H. R. 331 would, I believe, 
effectively accomplish this objective. 

You have asked in your letter of March 30 as to whether, from the point of 
view of national defense, it would be advantageous to extend statehood to Alaska 
and Hawaii, and you inquired specifically as to whether statehood would give 
greater strength to our military position in those areas than does the present 
territorial type of local government. It is obvious that the more stable a local 
government can be, the more successful would be the control and defense of the 
area in case of sudden attack. There can be no question but that in the event 
of an attack any State would be immensely aided in the initial stages of the 
emergency by the effective use of the State and local instrumentalities of law 
and order. By the same token it would seem to me that, as persons in a 
position to assist the Federal garrisons which might exist in Hawaii or Alaska, the 
locally elected governors, sheriffs, and the locally selected constabulary and civil 
lefense units all would be of tremendous value in cases of sudden peril. There- 
fore, my answer to your question is that statehood for Alaska and Hawaii would 
undoubtedly give a considerable added measure of strength to the over-all defense 
of both areas in event of emergency. 
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I am not attempting in this letter to endorse the specific language of either 
of the bills under consideration, but I do wish strongly to support the principle 
of granting immediate statehood to both the Territories of Alaska and Hawaii 
as in the best interest of the United States and of all of its peoples both here and 
in the Territories. 

With kindest personal regards, I am, 

Sincerely yours, 
Lovis JOHNSON. 


THe SECRETARY OF DEFENSE, 
Washington, Sepiember 15, 1950. 
Hon. Josepu C. O’ MaHoney, 
Chairman, Committee on Interior and Insular Affairs, 
United States Se nate. 

My Dear Mr. Cuartrman: I have just received your letter of September 13 
asking me if I would like to express any views with respect to statehood for 
Alaska and Hawaii in addition to the views which I expressed in my letter of April 
18 to you. 

I have nothing to add to the views I have previously expressed on this subject, 
other than to say that recent events in the Pacific seem to me to give added point 
and emphasis to the statements contained in my letter of April 18. 

With warm personal regards, I am, 

Sincerely yours, 
Lovis JOHNSON. 


Unitep States Court or APPEALS 
FOR THE THIRD CIRCUIT, 
Philadelphia 7, Pa., April 27, 1951. 
Hon. Joserpn C. O’ MAHONEY, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

DEAR SENATOR O’ MAHONEY: You have been good enough to submit to me as 
chairman of the Judicial Conference Committee on Revision of the Judicial Code 
the bill (S. 49) providing statehood for Hawaii, together with the proposed 
committee amendments. 

I have carefully examined sections 8 to 13, inclusive, of the bill which relate to 
the judiciary and I am glad to state that they appear to be in excellent form to 
take care, so far as the Federal and Territorial courts and their pending business 
are concerned, of the transition from Territorial status to statehood. In this 
connection it is necessary to provide that the present United States district court 
which now derives its powers under the Territorial clause of article 1V, section 3 
of the Constitution shall hereafter derive its powers as a constitutional court under 
article III, the judiciary article. 

It will also be necessary in order to comply with section 1 of article IIT of the 
Constitution that the district judges be appointed to serve during good behavior 
instead of for terms of 6 vears, as at present. This and other changes necessary 
in the transition require a number of amendments to title 28, United States Code, 
Judiciary and Judicial Procedure. These necessary amendments are made by 
sections 8, 9, 10, and 13 of the bill and they appear to be appropriate to accomplish 
this object. 

Sincerely vours, 
ALBERT B. Maris. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, S. 49, 
as reported, are shown as follows (existing law proposed to be repealed 
is enclosed in black brackets, additions to existing law are italicized): 








24 STATEHOOD FOR HAWAII 


TirLe 28, Unirep States Copr 


§ 133. APPOINTMENT AND NUMBER OF DISTRICT JUDGES. 


_The President shall appoint, by and with the advice and consent of the Senate, 
district judges for the several judicial districts, as follows: 
* * * * * * * 
[Only citizens of the Territory of Hawaii who have resided therein for at least 
three years next preceding shall be eligible for appointment as district judges for 
the district of Hawaii.] 


§ 134. TENURE AND RESIDENCE OF DISTRICT JUDGES. 


(a) The district judges, except in [Hawaii and] Puerto Rico, shall hold office 
during good behavior. The district judge[s] in [Hawaii and] Puerto Rico 
shall hold office for the term[s] of [six and] eight years, [respectively,] and 
until [their] his successor[s] [are] is appointed and qualified. 

* * * * * * * 
§ 373. JUDGES IN TERRITORIES AND POSSESSIONS. 


Any judge of the United States District Courts for the district[s] of [Hawaii 
or] Puerto Rico, the District Court for the Territory of Alaska, the United 
States District Court for the District of the Canal Zone or the District Court 
of the Virgin Islands [and any justice of the Supreme Court of the Territory 
of Hawaii] who resigns, retires, or fails of reappointment or is removed by the 
President of the United States upon the sole ground of mental or physical dis- 
ability, after attaining the age of seventy years and after serving as judge of one 
or more of such courts, at least sixteen years, continuously or otherwise, shall 
continue to receive the salary which he received when he relinquished office. 

* * * *” * * *~ 
§ 451. DEFINITIONS. 

As used in this title: 

The term “court of the United States’? includes the Supreme Court of the 
United States, courts of appeals, district courts constituted by chapter 5 of this 
title, [including the district courts of the United States for the districts of Hawaii 
and Puerto Rico,} including the United States District Court for the District of 
Puerto Rico, the Court of Claims, the Court of Customs and Patent Appeals, the 
Customs Court and any court created by Act of Congress the judges of which 
are entitled to hold office during good behavior. 

* * * * * * * 
§ 501. APPOINTMENT OF UNITED STATES ATTORNEYS. 

The President shall appoint, by and with the advice and consent of the Senate, 
a United States attorney for each judicial district. 

[Only citizens of the Territory of Hawaii who have resided therein for at least 
three years next preceding shall be eligible for appointment as United States 
attorney for the district of Hawaii.) 


§ 504. TENURE AND OATH OF OFFICE; REMOVAL. 


(a) The United States attorney for each judicial district shall be appointed for 
a term of four years[, except in the district of Hawaii, where the term shall be 
six years}. Upon the expiration of his term a United States attorney shall con- 
tinue to perform the duties of his office until his successor is appointed and qualifies. 

* * * * * * * 
§ 541. APPOINTMENT, RESIDENCE AND TENURE OF MARSHALS. 
* * * * * * * 

(c) Each marshal shall be appointed for a term of four years[, except in the 
district of Hawaii where the term shall be six years}. Upon the expiration of his 
term a marshal shall continue to perform the duties of his office until his successor 
is appointed and qualifies, unless sooner removed by the President. 

[(d) Only citizens of the Territory of Hawaii who have resided therein at least 


three years next prnendiog shat be eligible for appointment as United States 
marshal for the district of Hawaii.} 


§ 1252. DirecT APPEALS FROM DECISIONS INVALIDATING ACTS OF CONGRESS. 


Any party may appeal to the Supreme Court from an interlocutory or final 
judgment, decree or order of any court of the United States, the District Court 
for the Territory of Alaska, the United States District Court for the District of 
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the Canal Zone and the District Court of the Virgin Islands and any court of 
record of Alaska [, Hawaii] and Puerto Rico, holding an Act of Congress uncon- 
stitutional in any civil action, suit, or proceeding to which the United States or 
any of its agencies, or any officer or employee thereof, as such officer or employee, 
is a party. 
* * * * ok 7 * 

§ 1293. FINAL DECISIONS OF PUERTO RICO [AND HAWAII] suPREME courT[s] 

The court[s] of appeals for the First [and Ninth] Circuit[[s] shall have juris- 
diction of appeals from all final decisions of the supreme court[s] of Puerto Rico 
[and Hawaii, respectively,] in all cases involving the Constitution, laws or 
treaties of the United States or any authority exercised thereunder, in all habeas 
corpus proceedings, and in all other civil cases where the value in controversy 
exceeds $5,000, exclusive of interest and costs. 
§ 1294. CrircUITS IN WHICH DECISIONS REVIEWABLE. 

Appeals from reviewable decisions of the district and territorial courts shall be 
taken to the courts of appeals as follows: 

(1) From a district court of the United States to the court of appeals for the 
circuit embracing the district; 

(2) From the District Court for the Territory of Alaska or any division thereof, 
to the Court of Appeals for the Ninth Circuit; 

(3) From the United States District Court for the District of the Canal Zone, 
to the Court of Appeals for the Fifth Circuit; 

(4) From the District Court of the Virgin Islands, to the Court of Appeals for 
the Third Circuit; 

((5) From the Supreme Court of Hawaii, to the Court of Appeals for the 
Ninth Circuit ;] 

([(6)] (5) From the Supreme Court of Puerto Rico, to the Court of Appeals 
for the First Circuit. 


Act oF Aprit 30, 1900 (31 Strat. 159), As AMENDED 


[Sec. 86. The laws of the United States relating to removal of causes, appeals 
and other matters and proceedings as between the courts of the United States 
and the courts of the several States shall govern in such matters and proceedings 
as between the courts of the United States and the courts of the Territory of 
Hawaii. 

(Sec. 92. That the following officers shall receive the following annual salaries, 
to be paid by the United States: The governor, $15,000; the secretary of the 
Territory, $5,400; the chief justice of the Supreme Court of the Territory, $7,500; 
the associate judges of the Supreme Court, $7,000 each; the judges of the circuit 
courts, $6,000 each; the United States district attorney, $5,000; the United States 
marshal, $5,000. The governor shall receive annually from the United States, 
in addition to his salary, (1) the sum of $1,000 for stationery, postage, and in- 
cidentals, and (2) his traveling expenses while absent from the capital on official 
business. The governor is authorized to employ a private secretary who shall 
receive an annual salary of $3,000, to be paid by the United States.] 


Act oF May 29, 1928 (45 Srar. 997) 


[Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the following salaries shall be paid to the 
several judges hereinafter mentioned, namely: 

{To the chief justice of the Supreme Court of the Territory of Hawaii, $10,500 
per vear, and to each of the associate justices thereof the sum of $10,000 per vear. 

{To the chief justice of the Supreme Court of the Territory of Porto Rico, 
$10,500 per vear, and to each of the associate justices thereof the sum of $10,000 
per year. 

[To the judge of the District Court of the Virgin Islands of the Unitea States, 
$7,500 per vear. 

{To the chief justice of the Supreme Court of the Philippine Islands, $10,500 
per vear, and to each of the associate justices thereof tne sum of $10,000 per year. 

[To the judge of the United States Court of China, $10,000 per year. 

{To each of the justices of the Circuit Court for the First Circuit of the Territory 
of Hawaii the sum of $7,500 and to each of the justices of the Circuit Courts for 
the Second, Third, Fourth, and Fifth Circuits of the Territory of Hawaii the sum 
of $7,000. 


S. Rept. 314, 82-1———-4 
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(Sec. 2. That all of said salaries shall be paid in equal monthly installments. 
[Sec. 3. This Act shall take effect on the first day of the first month next 
following its approval.] 


Section 2 oF FepERAL Reserve Act (38 Srat. 251, 252) 


Sec. 2. As soon as practicable, the Secretary of the Treasury, the Secretary of 
Agriculture and the Comptroller of the Currency, acting as ‘‘The Reserve Bank 
Organization Committee,” shall designate not less than eight nor more than 
twelve cities to be known as Federal reserve cities, and shall divide the continental 
United States, excluding Alaska, into districts, each district to contain only one 
of such Federal reserve cities. The determination of said organization committee 
shall not be subject to review except by the Federal Reserve Board when organized: 
Provided, That the districts shall be apportioned with due regard to the con- 
venience and customary course of business and shall not necessarily be coterminous 
with any State or States. The districts thus created may be readjusted and new 
districts may from time to time be created by the Federal Reserve Board, not to 
exceed twelve in all. Such districts shall be known as Federal reserve districts 
and may be designated by number. [A majority of the organization committee 
shall constitute a quorum with authority to act.} When any State is hereafter 
admitted to the Union the Federal Reserve districts shall be readjusted by the Board 
of Governors of the Federal Reserve System in such manner as to include such State. 
Every national bank in any State shall, upon commencing business or within ninety 
days after admission into the Union of the State in which it is located, become a 
member bank of the Federal Reserve System by subscribing and paying for stock in the 
Federal Reserve bank of its district in accordance with the provisions of this Act and 
shall thereupon be an insured bank under the Federal Deposit Insurance Act, and 
failure to do so shall subject such bank to the penalty provided by the sixth paragraph 
of this section. 


APPENDIXES 





APPENDIX A 
ANALYSIS OF PROVISIONS OF S. 49, aS REPORTED 


Section 1: Defines area of and authorizes Territory of Hawaii to become a 
State. (Similar provisions contained in secs. 1 and 2 of Nebraska Enabling Act 
13 Stat. 47, inter alia. 

Section 2, paragraph 1: Ratifies action of Territorial legislature in aut 
the election of delegates to the convention and in authorizing the convent 
form a proposed constitution. 

Paragraph 2: Provides that the State constitution shall be republican in form 
and not repugnant to Constitution of the United States and the — iples of the 
Declaration of Independence; that no person shall be qualified to hold public 
office under the constitution who advocates overthrow of the government of thy 
State or the United States. (Similar provision as to the first requirement con- 
tained in see. 2, par. 1, of New Mexico Enabling A>t, 36 Stat. 557; sec. 20, par 
of Arizona Enabling Act, 36 Stat. 568; sec. 4, par. 1, of Nebraska.) 

Prescribes the following general principles to be embodied in constitution 

First: Religious freedom. (Similar to provisions in see. 2, Ist, of New Mexico 
no prohibition against polygamy or giving liquor to Indians in 8. 50; see. 20, Ist 
of Arizona; sec. 4, 2d, of Nebraska 

Second: Establishment and maintenance of public schools. (Similar to pro- 
visions in see. 2, 4th, of New Mexico; sec. 20, 4th, of Arizona; see. 4, 4th, 
North Dakota, South Dakota, Montana, and Washington Enabling Act, 25 Stat 
676.) 

Third: Assumption of debts and liabilities of Territory by State. (Similar to 
provisions in sec. 2, 3d, of New Mexico; sec. 20, 3d, of Arizona; sec. 4, 3d, of 
North Dakota, South Dakota, Montana, and Washington; the latter do not con- 
tain provision as to suecessor of debts owed. 

Fourth: Cession to the United States of property set aside by act of Congress, 
Executive order or proclamation of President or Governor for use of United States. 

Fifth: Hawaiian Homes Commission Act of 1920, as amended, is ad ypted as 
law of the State subject to amendment or repeal only with the consent of the 
United States of those provisions which: safeguard and protect the H: iwaiial 
home-loan fund, the Hawaiian home-operating fund, and the Hawaiian home- 
development fund, as well as those which protect the qualification of lessees, and 
the utilization of funds received from Hawaiian homelands as provided in the 
Hawaiian Home Commission Act of 1920, as amended; certain sections of the 
act may be amended by the State. 

Sixth: Equality of taxation of land and other property of citizens of United 
States residing outside State. (Similar to provisions in see. 2, 2d, of New Mexico 
sec. 20, 2d, of Arizona; sec. 4, 2d, of North Dakota, South Dakota, Montana 
and Washington; sec. 4, 3d, of Nebraska.) 

Seventh: Provides exemption from taxation of land or property of the Unite 
States; consent of State and people to rights and powers reserved to United 
States and to terms and conditions of land grants. (Similar to provisions in se¢ 
2, 2d, and 9th, of New Mexico; sec. 20, 2d, and 9th, of — see. 4 of Nort! 
Dakota, South Dakota, Montana, and Washington; sec. 4, 3d, of Nebras a 

Section 3 (a): Retention by State of all lands and aa ier public property, title 
to which is in the Territory or a political subdivision thereof. 

Section 3 (b): Retention by United States of title to public lands and other 
public property for 5 years after enactment of H. R. 49; such land and property 
to be administered in accordance with laws applicable prior to admission of State 
provides for creation of joint congressional committee to make recommendatio: 
for final disposition of such land and property; in event Congress does not dispose 
of same within 5-year period, title to vest in State of Hawaii. 





27 








28 STATEHOOD FOR HAWAII 


Section 3 (c): Authorizes State to select and directs Secretary of Interior to 
issue patents to 180,000 acres of public land within 5 years from admission of 
State in lieu of any and all grants provided for new States by any provisions of 
law. (See sec. 6 of New Mexico; sec. 24 of Arizona; sec. 10 of North Dakota, 
South Dakota, Montana, and Washington; sec. 4 of Wyoming; sec. 7 of Nebraska.) 

Section 3 (d): Provides that lands patented to State by section 3 (c), together 
with proceeds and income, shall be held by State as a public trust for support of 
public schools and educational institutions, betterment of native Hawaiians, for 
development of farm and home ownership, making of public improvements, and 
for the provision of lands for public use, if used for any other purposes constitutes 
breach of trust. Such schools and educational institutions to forever remain 
under exclusive control of State and no part of the proceeds or income from such 
lands to be used to support any sectarian or denominational school, college or 
university. (See secs. 8 and 10 of New Mexico; secs. 26 and 28 of Arizona; sec. 8 
of Wyoming.) 

Section 3 (e): Repeals all laws of United States reserving to it the free use or 
enjoyment of property vested by this section in the State or its political sub- 
divisions. 

Section 4: Ratifies action of Territorial legislation which provided for sub- 
mission to the people of Hawaii for ratification or rejection of constitution. 
Provides for reconvening of constitution convention if changes are necessary by 
reason of changes in 8. 49 prior to enactment. 

Constitution to be submitted to people for ratification at election held on a 
day designated by proclamation of Governor, within certain time limitations; 
if constitution rejected Governor authorized to reassemble convention to frame 
new constitution, same procedure to be followed as if said constitution were being 
originally prepared for submission; only two elections authorized. When con- 
stitution ratified, certified copy to be submitted by Governor through the President 
to the Congress for approval. If Congress approves the constitution, the Presi- 
dent to certify such approval to the Governor, whereupon the Governor shall 
issue a proclamation for the election of officers, including 2 Senators and 2 Repre- 
sentatives in Congress. If constitution disapproved by Congress, sets forth 
procedure for reconsideration by constitutional convention. (See secs. 3 and 4 
of New Mexico; sees. 21 and 22 of Arizona; sec. 8 of North Dakota, South Dakota, 
Montana, and Washington; sec. 5 of Nebraska.) 

Section 5: Constitutional convention to provide in case of ratification of 
constitution by people and approval by Congress for an election, or primary 
and general elections, as may be required, as provided for in section 4 within 
certain time limitations, when the officers required by section 4 shall be chosen in 
accordance with the constitution and laws of the State for the election of members 
of the State legislature, whereupon the returns shall be canvassed and certified 
in accordance with this act. When the Governor has certified the same to the 
President of the United States, the President shall immediately issue a proclama- 
tion admitting Hawaii as a State on an equal footing with other States. Until 
their successors are elected or selected as may be required by the constitution, 
present legislative, executive, and judicial officers, as well as the Delegate to 
Congress, shall continue to discharge their duties, and the Governor and secretary 
of state shall certify the election of Senators and Representatives, who shall be 
admitted to seats with all rights and privileges in the Congress of the United 
States. (See sec. 5 of New Mexico; sec. 23 of Arizona; sec. 5 of Nebraska.) 

Section 6: Provides for temporary increase in membership of the House of 
Representatives. 

Section 7: Authorizes appropriation of $200,000 for expenses of election, con- 
stitutional convention, etc. (See sec. 17 of New Mexico; sec. 35 of Arizona; 
sec. 14 of Nebraska.) 

Sections 8, 9, and 10: These sections are designed to effectuate changes in the 
provisions of title 28, United States Code, which would be necessary upon admis- 
sion of Hawaii as a State. 

Section 11: Preserves causes pending or on appeal prior to statehood, and causes 
of action which have arisen prior to that time but which have not yet been sued 
upon. 

Section 12: Provides for the continuity of rights of appeal from and appellate 
review of final decisions of the United States District Court for the Territory of 
Hawaii or the Territorial supreme court in the transfer of jurisdiction to the 
United States Court of Appeals for the Ninth Circuit and the Supreme Court of 
the United States, at the same time giving ell parties the same rights of appeal 
from and appellate review of judgments and decrees of the Territorial district and 
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supreme court to the United States district court, the United States court of 
appeals, and the Supreme Court of the United States, as may be provided by law 
in any case arising subsequent to admission as a State. 

Section 13: Amends certain provisions of title 28, United States Code, repeals 
certain provisions of law which would become obsolete by reason of the enactment 
of 8. 49 and the admission of Hawaii as a State. 

Section 14: Territorial laws continued; laws of the United States to have same 
force and effect as elsewhere in the United States. (See sec. 16 of New Mexico; 
sec. 34 of Arizona.) 

Section 15: Reserves to the United States exclusive jurisdiction over Hawaii 
National Park, saving to State right to serve civil and criminal process and right 
to tax; permits persons residing in park to vote. (See sec. 2 of Wyoming.) 

Section 16: Amends Federal Reserve Act to permit new State to be included 
in Federal Reserve System. 

Section 17: Repeals all Federal and Territorial laws in conflict with S. 49. 


AppENDIx B 
Act 334, Session Laws or Hawau, 1949 


H. B. No. 1 


AN ACT To provide for a constitutional convention, the adoption of a state constitution, and the forwarding 
of the same to the Congress of the United States, and appropriating money therefor 


Fe it enacted by the Legislature of the Territory of Hawaii: 

Section 1. In order that Hawaii may be admitted in the Union on an equal 
footing with the original States, a convention for the purpose of forming a con- 
stitution and state government and otherwise preparing for such admission as a 
state shall be held, and the acts of said convention shall be submitted for ratifica- 
tion by the people, as provided in this Act. 

For the purposes of this Act, and the carrying out of its provisions: 

(a) The limits of the proposed state shall be taken to be the area now 
constituting this Territory, as at present described. 

(b) The laws of the proposed state at the time of its admission into the 
Union shall be deemed to comprise all laws then in force in the Territory of 
Hawaii, except as modified or changed by the constitution of the state or by 
ordinance of the constitutional convention duly ratified by the people, or by 
any Act of the Congress of the United States providing for the admission of 
said state. 

Section 2. All citizens of the United States who have the qualifications for 
voters for representatives to the Territorial Legislature are hereby authorized to 
vote for and choose delegates to the convention. Such delegates shall possess 
the qualifications of such electors. 

The convention shall consist of sixty-three delegates apportioned among the 
representative districts within the limits of the proposed state on the following 
basis: 

First representative district, two delegates at large and in addition thereto one 
delegate each from precincts combined as follows: Precincts 1, 2, 3, 4, 5, 6, 7, 
and 36; precincts 8, 9, 10, 11, and 35; precincts 12, 13, 14, and 33; precincts 15, 
16, 30, 17, and 34; precincts 18, 19, 20, 21, 31, and 22; precincts 23, 32, 24, 25, 
26, 27, 28, and 29; 

Second representative district, two delegates at large and in addition thereto 
one delegate each from precincts combined as follows: Precincts 1, 2, 3, 4, 5, 6 
7, 8, and 16; precincts 9, 10, 11, 12, 13, 14, and 15; 

Third representative district, three delegates at large and in addition thereto 
one delegate each from precincts combined as follows: Precincts 1, 2, 3, 4, and 5; 
precincts 6, 7, 8, 10, and 11; precincts 9, 12, 13, and 28; precincts 14, 15, 16, and 
17; precincts 18, 19, 20, 21, 22, 23, 24, 25, 26, and 27; precincts 29, 30, 31, 32, 
33, and 34; 

Fourth representative district, which for all purposes of this section shall 
exclude precincts 28 and 38 thereof, six delegates at large and in addition thereto 
two delegates each from precincts combined as follows: Precincts 25, 26, 27, 23, 
22, 21, 20, and 19; precincts 24, 16, 15, 32, 17, 18, and 11; precincts 6, 36, 14, 13, 
12, and 7; precincts 35, 5, 34, 31, and 8; precincts 4, 30, 33, 3, 9, and 10; precincts 
1, 2, 29, and 37; 


? 
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Fifth representative district, which for all purposes of this section shall include 
precincts 28 and 38 of the fourth district, six delegates at large and in addition 
thereto two delegates each from precincts combined as follows: Precincts 28 
and 38, fourth district, and precincts 1, 2, 3, and 4, fifth district; precincts 5, 7, 
30, and 31, fifth district; precincts 6, 29, 8, 9, 10, and 32, fifth district; precincts 
11, 26, 14, 15, 16, 12, 18, and 33; precincts 18, 19, 20, 21, and 27, fifth district; 
precincts 17, 28, 22, 23, 24, and 25, fifth district; 

Sixth representative district, two delegates at large and in addition thereto one 
delegate each from precincts combined as follows: Precincts 1, 2, 3, and 4; pre- 
cinets 5 and 6; precincts 8, 9, 10, and 11; and one delegate from precinct 7. 

The precincts herein mentioned are as they existed on November 2, 1948. 

The Governor shall, not earlier than thirty nor later than one hundred and 
eighty days after the effective date of this Act, issue a proclamation ordering a 
primary election for the nomination of candidates for the offices of the delegates 
aforesaid on a day designated by him in said proclamation, not earlier than sixty 
nor later than ninety days after the date of such proclamation; and a final election 
not earlier than thirty, nor later than forty, days after such primary election. 

The name of no candidate shall be printed upon any official ballot to be used 
at such primary election unless at least twenty days prior to such primary a 
nomination paper shall have been filed in the office of the Secretary of Hawaii in 
his behalf, nominating him as a candidate for delegate at large from the represent- 
ative district concerned, or as a candidate for delegate from a precinct or combi- 
nation of precincts in a representative district or districts, as may be the case, 
and signed by not less than twenty-five qualified electors of the representative 
district or precinet or combination of precincts concerned, and the sum of $25 
shall have been paid to the Secretary of Hawaii, which fee shall be a realization 
of the general fund. 

Each person shall be a qualified elector of the representative district or precinct 
or combination of precincts in which he is a candidate for delegate. The holding 
of the office of delegate or any other office of the convention shall not constitute a 
disquahfication for selection for or the holding of any other office, and the holding 
of any other office shall not constitute a disqualification for election to or the 
holding of office as a delegate or any other office of the convention, except as other- 
wise provided by Sections 16 and 17 of the Hawaiian Organic Act, unless members 
of the legislature shall become eligible for election as delegates under appropriate 
legislation by the Congress of the United States of America. 

No such nomination paper shall contain any reference to or designation of any 
political party, and the ballots used at such election shall be nonpartisan and shall 
not contain any reference to or designation of the political party or affiliation of 
any candidate. The name of the candidates in each representative district and 
of the candidates in each precinct or combination of precincts of the representative 
districts shall be on separate ballots. 

The ballots submitted to the voters of each representative district, precinet, or 
combination of precincts shall separately set forth the names of candidates for 
delegate at large from such representative distriet or for delegate from such pre- 
cinet or combination of precincts, and shall instruct the voters that the number of 
candidates to be voted for by such voter shall not exceed the number of delegates 
to which the representative district, precinet, or combination of precincts is en- 
titled, or the number of such delegates remaining to be elected, as the ease may be, 
which number shall be stated. At such primary election any candidate in a pre- 
cinet or combination of precinets who receives a majority of the votes of the voters 
voting therein shall be declared elected, and any candidate for delegate at large 
in a representative district who receives such a majority of votes, not exceeding 
the number of delegates at large to be elected from such representative district, 
shall likewise be declared elected. The names of the remaining candidates re- 
ceiving the highest number of votes, not exceeding double the number of delegates 
to be elected from each representative district or precinct or combination of pre- 
cinets above the number already declared elected as aforesaid, if any, shall be 
placed on the ballot for the final election. 

Only those nominated at such primary election shall be eligible to run for dele- 
gate at such final election. The baliots for such final election shall be in sub- 
stantially the same form as those for the primary election, and the requirements of 
this Act as to such primary election shall, as far as appropriate, apply to such final 
election. In case of a tie vote at either the primary or final election, the candidates 
so tied shall draw lots under the supervision of the county clerk to determine which 
of them shall be nominated or elected as the case may be. 
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In case any office of delegate has not been filled or shall become vacant for any 
reason the Governor shall appoint an elector of the same representative district, 
precinct, or combination of precincts, to fill such vacancy. 

Except as otherwise specifically provided by this Act, the primary and final 
elections for such delegates shall be conducted, the returns made, the results 
ascertained, and the certificates of persons elected to such convention issued 
in the same manner as is prescribed by the laws of this Territory regulating elec- 
tions therein of members of the Legislature. The convention shall be the judge 
of the elections, returns, and qualifications of the delegates. 

Section 3. The delegates to the convention thus elected shall meet at Hono- 
lulu on the second Tuesday after their election, excluding the dav of election in 
sase such day shall be Tuesday, and shall proceed with the organization of the 
convention. The Secretary of Hawaii, or during his temporary absence or illness 
the Acting Secretary, shall call the convention to order and shall preside until the 
election of a temporary chairman. After organization, the said convention 
shall declare on behalf of the people of said proposed state that they adopt the 
Constitution of the United States, whereupon the said convention shall proceed 
to form a constitution and state government for the proposed state, and to take 
all measures necessary or proper in preparation for the admission of said state. 

Section 4. When said constitution shall be formed as aforesaid, the convention 
forming the same shall notify the Governor that it has completed its deliberations. 
Upon receipt of such notification, and if the same is received at a time when the 
Legislature is not in session, the Governor may, upon petition by a majority of 
each House of the Legislature, convene the Legislature in special session to con- 
sider the results of the convention, and the persons designated by the convention 
for such purpose shall report such results to the Legislature at such special session. 
In the event such notification is received during any session of the Legislature, or, 
although not so received, the Governor fai!s to convene the Legislature in special 
session, such report shall be made to the Legislature then in session or at the next 
session thereof following such notification, as the case may be. 

The Legislature at such session shall consider the constitution framed by the 
convention, together with the ordinances of said convention requiring ratification, 
and shall provide for the submission of the same to the people of the Territory 
together with any alternative or additional provisions or ordinances suggested by 
the Legislature. 

If the Legislature at such session shall fail to provide for the submission of the 
constitution and ordinances adopted by the convention to the people of the Terri- 
tory, the same shall nevertheless be submitted to the people of the Territory for 
ratification at an election which shall be held on a day named by the Governor 
not earlier than thirty nor later than sixty days after the adjournment of the 
session of the Legislature to which the convention reports, at which election the 
qualified voters of the Territory shall vote directly for or against said constitution, 
for or against any provisions thereof separately submitted, and for or against 
said ordinances. Persons possessing the qualifications entitling them to vote for 
delegates under this Act shall be entitled to vote on the ratification or rejection 
of said constitution, the provisions thereof separately submitted, and said ordi- 
nances, under such rules or regulations as said convention may have prescribed, 
not in conflict with this joint resolution. The returns of said election shall be made 
by the election officers direct to the Secretary of Hawaii who, with the clerks of 
the several counties shall constitute a canvassing board and they, or any three of 
them, shall meet at Honolulu, on the third Monday after said election, and shall 
canvass the same. 

The said canvassing board shall forthwith certify the result of said election to 
the Governor, together with a statement of the votes cast upon the question of 
ratification or rejection of said constitution, also a statement of the votes cast 
for or against such provisions thereof as were separately submitted to the voters 
at said election, and for or against said ordinances. If a majority of the legal 
votes cast at said election shall reject the constitution, the Governor shall, by 
proclamation, order the constitutional convention to reassemble at a date not 
later than twenty days after the receipt by the Governor of the documents showing 
the rejection of the constitution by the people, and thereafter a new constitution 
shall be framed and the same proceedings shall be taken in regard thereto in like 
manner as if said constitution were being originally prepared for submission and 
submitted to the people. 

Section 5. The Legislature of the Territory of Hawaii hereby respectfully 
memorializes the Congress of the United States and the President to approve the 
Acts of said convention and of the Legislature in connection with said constitution 
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when duly ratified by the people, and to approve the constitution and state gov- 
ernment so formed, and to admit Hawaii into the Union on an equal footing with 
the original states; and to that end, when said constitution shall have been duly 
ratified by the people of this Territory, as aforesaid, a certified copy of the same, 
together with such provisions thereof as have been separately submitted and duly 
ratified, and such ordinances of the convention as have been duly ratified, shall be 
transmitted by the Governor to the President of the United States and to the 
Delegate to Congress from Hawaii, together with a statement of the votes cast 
upon said constitution, and upon any provisions thereof separately submitted, 
and upon said ordinances, and copies thereof likewise shall be transmitted to the 
President of the Senate of the United States, the Speaker of the House of Repre- 
sentatives of the United States, the Chairman of the Committee on Interior and 
Insular Affairs of the Senate, and the Chairman of the Committee on Public Lands 
of the House of Representatives. 

Secrion 6. It shall be the duty of the constitutional convention to form and 
submit a constitution republican in form, and containing the provisions commonly 
to be found in the cases of Territories heretofore admitted as states, or expressly 
required by any Act of the Congress of the United States providing for the ad- 
mission of Hawaii as a state, together with such other provisions not repugnant 
to the Constitution of the United States and the principles of the Declaration of 
Independence as the convention shall determine. 

Section 7. It shall be the duty of the constitutional convention to provide 
that in case of enactment by the Congress of the United States of legislation 
providing for the admission of Hawaii as a state, an election, or primary and 
general elections, as may be required, shall be held for the election of officers for 
all elective offices provided for by the constitution and laws of the state, except 
those offices for which the constitutional convention by ordinance duly ratified 
by the people shall make other temporary provisions, together with two Senators 
and such Representatives in the Congress as the Congress may provide. 

“Section 8. There is hereby appropriated from the general fund of the Terri- 
tory the sum of $250,000 for defraying the expenses of the elections provided for 
in this Act, the expenses of the convention,’’ the payment of compensation to 
the delegates to said convention, and other purposes of this Act. The delegates 
shall receive for their services, in addition to mileage at the rate of 20 cents a 
mile each way, the sum of $1,000 each, payable in four equal installments on and 
after the first, twentieth, fortieth, and sixtieth days of the conventions, exclud- 
ing Sundays and holidays. ‘The disbursements of the money so appropriated 
shall be made by the Secretary of Hawaii.’ 

Section 9. Whenever the Congress of the United States shall enact legislation 
providing for the admission of Hawaii as a state, the provisions of any such Act, 
if and to the extent inconsistent with the provisions of this Act, shall supersede 
the provisions of this Act, insofar as the provisions of this Act shall not have 
been fully carried out, but such provisions of this Act as are not inconsistent with 
such Congressional Legislation and will aid in preparing for the admission of 
Hawaii as a state, including Section 8, nevertheless shall be carried out. 

Section 10. This Act shall take effect upon its approval. 


Approved this 20th day of May A. D. 1949. 
IncraM M. STaInsBAck, 
Governor of Hawaii. 





Appenpix C 


Seconp Specrat Session, 1950 
H. J. R. No. 1 


JOINT RESOLUTION Providing for the submission to the people of the Territory of Hawaii of the 
constitution framed by the Convention held pursuant to Act 334 of the Session Laws of Hawaii 1949 and 
in the event of failure of ratification, the framing and submission of a new constitution, and making 
appropriations therefor 


Whereas, pursuant to Act 334 of the Session Laws of Hawaii 1949, the duly 
elected delegates to the Constitutional Convention of 1950 were assembled at 
Honolulu from the 4th day of April 1950 to the 22nd day of July 1950, for the 

urpose of forming a constitution and State government and otherwise preparing 
or the admission of Hawaii as a State; and 





STATEHOOD FOR HAWAII 33 


Whereas a proposed constitution consisting of sixteen articles was duly framed 
by said Convention in full conformity with all of the provisions of said Act 334; 
and 

Whereas the results of said Convention have been reported to the Legislature 
of the Territory of Hawaii for its consideration; and 

Whereas the proposed constitution is acceptable in its entirety to the Legisla- 
ture of the Territory of Hawaii; and 

Whereas it is necessary and proper that the proposed constitution be submitted 
to the people of the Territory for ratification or rejection: Now, therefore, be it 
enacted by the Legislature of the Territory of Hawaii: 

Section 1. The proposed constitution framed by the Convention held pur- 
suant to Act 334 of the Session Laws of Hawaii 1949 shall be submitted to the 
people of the Territory of Hawaii for ratification or rejection at the general elec- 
tion to be held on the 7th day of November 1950. Persons possessing the quali- 
fications to vote for representatives to the Legislature of the Territory of Hawaii 
shall be entitled to vote on the ratification or rejection of said constitution. Such 
submission shall be by ballot and shall be conducted and the results thereof deter- 
mined in conformity with the law governing general elections, except as herein 
otherwise provided. The ballot for such submission shall be printed and dis- 
tributed by the Secretary of Hawaii and shal! be substantially in the following 
form: 

OFFICIAL BALLOT 


GENERAL ELEcTION, TUESDAY, NOVEMBER 7, 1950 


Shall the proposed Constitution of the State of 
Hawaii be adopted? 
NO | 


To vote, make a X in the square to the right of “YES” or ““NO”’ 


The voter shall mark his ballot by a cross mark (X) in one of the squares to 
the right of the word “YES” or ‘‘NO”’. 

The returns of said submission shall be made by the election officers directly 
to the Secretary of Hawaii, who shall certify the results of the submission to the 
Governor. 

Sec. 2. If a majority of the legal votes cast upon the submission provided for 
by section 1 shall reject the constitution, the Governor by proclamation shall 
order the Constitutional Convention to reassemble at a date not later than 
twenty days after the results of the submission are certified to the Governor and 
thereupon the Convention shall frame a new constitution, which shall be sub- 
mitted to the people in the manner provided by this Joint Resolution at a special 
election to be held not later than sixty days after it is agreed upon by the Con- 
vention. The Governor shall issue a proclamation fixing the date of the special 
election. The compensation of each delegate shall be the sum of $500 for the 
session. 

Whenever a majority of the legal votes cast upon such submission shall ratify 
the constitution, the Governor shall cause certified copies of the constitution to 
be transmitted to the President of the United States, the President of the Senate 
of the United States, the Speaker of the House of Representatives of the United 
States, the Chairman of the Committee on Interior and Insular Affairs of the 
Senate, the Chairman of the Committee on Publie Lands of the House of Repre- 
sentatives, and the Delegate to Congressi from Hawaii. 

Src. 3. At least ten days before the general election to be held on the 7th day 
of November 1950, the Secretary of Hawaii shall cause a true and correct copy 
of the proposed constitution framed by the Convention held pursuant to Act 33 
of the Session Laws of Hawaii 1949, to be published in two newspapers of general 
circulation in the Territory of Hawaii. In the event of the submission of a new 
constitution as provided in section 2, it shall be published in like manner. 

Sec. 4. There is hereby appropriated from the general revenues of the Terri- 
tory the sum of $5,000, or so much thereof as may be necessary, to carry out the 
provisions of sections 1 and 3 of this Joint Resolution. 

There is further appropriated from the general revenues of the Territory the 
sum of $75,000, or so much thereof as may be necessary, for the compensation 


S. Rept, 314, 82-1——-5 
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and mileage of the delegates and other expenses of the Constitutional Convention 
and the expenses of the special election in the event that the Convention is reas- 
sembled and the special election is held pursuant to the provisions of section 2 
of this Joint Resolution. 


The moneys appropriated herein shall be disbursed upon vouchers approved by 
the Secretary of Hawaii. 


Sec. 5. This Joint Resolution shall take effect upon its approval. 
Introduced by: 

Hiram L. Fong, epee, 5th District; Hebden Porteus, Repre- 
sentative, 4th District; C. E. Kauhane, Representative, 5th Dis- 
trict; A. Q. Marcallino, Representative, 6th District; Matsuki Ara- 
shiro, Representative, 6th District; E. P. Lydgate, Representative 
3d District; Jack P. King, Representative, 4th District; Samuel 
M. Ichinose, Representative, 4th District; Akoni Pule, Repre- 
sentative, 2d District; Flora K. Hayes, Representative, 4th Dis- 
trict; Steere G. Noda, Representative, 5th District; Joseph 
Yamauchi, Representative, Ist District; Robert L. Hind, Jr., 
Representative, 2d District; Kenneth T. Olds, Representative, 
4th District; Thomas T. Tagawa, Representative, 3d District; 
Joseph R. Garcia, Jr., Representative, Ist District; Noboru 
Miyake, Representative, 6th District; Alfred A. Apaka, Repre- 
sentative, 3d District; Thos. T. Sakakihara, Representative, Ist 
District; James K. Trask, Representative, 5th District; Walter 
F. McGuire, Representative, 4th District; A. H. Ezell, Repre- 
sentative, 3d District; M. G. Paschoal, Representative, 3d Dis- 
trict; Ester K. Richardson, Representative, 2d District; Clarence 
K. Seong, Representative, 3d District; Joseph R. Itagaki, Rep- 
resentative, 5th District. 

Approved this 12th day of October, A. D. 1950. 


INGRAM M. STaInBacK, _ 
Governor of Hawaii. 


ApprpENDIx D 


The ranking of States and Territories, according to total Internal Revenue collections, 
fiscal year 1950 


1. New York___..__ $7, 155, 939, 051|24. Louisiana.._._..... $349, 798, 810 
_ ee re Sr OO 344, 670, 991 
3. Pennsylvania._._.. 2, 959, 444, 531} 26. Tennessee__-_- - -- 315, 787, 929 
4. Galifornia.._..._.. 2, 778, 428, 124| 27. Kansas_--------- 307, 637, 555 
5. Michigan -- -- --- 2, 728, 513, 149 | 28. Colorado_- -- ---- 272, 155, 449 
0; Gites s 2c... _ 2,482, 185, 473) 29. Oregon__.._._--- 262, 191, 113 
To Demtietlecs 26k 1, 287, 535, 057 | 30. Nebraska---_---_- 261, 156, 915 
8. New Jersey _ - ---- 1, 133, 212, 764/31. Alabama- -- - -- -- 232, 788, 514 
9. North Carolina... 1, 130, 997, 488 | 32. West Virginia __-_ 203, 758, 123 
10. Massachusetts._.__ 1, 123, 236, 694| 33. Rhode Island____-_ 183, 560, 529 
11. Maryland and 34. South Carolina___ 174, 917, 087 
District of 35. Maine.........-- 106, 801, 958 
Columbia_ _. 1,121, 771, 226 | 36: Arkansas. -...- - 105, 284, 030 

12. Missouri_- _ 1,094, 061, 100)}37. Mississippi__-_-_-- -- 88, 186, 655 
13. Kentucky. _-_---- - 856, 282, 456/38. Utah_._..._-.--_- 83, 973, 785 
14. Wisconsin____-- - - 757, 724, 713: 39: HAWAII. _.-... 81, 062, 909 
15. Virginia. _ - -- -- L 743, 615, 386/40. Arizona__._.___-- 74, 757, 542 
16. Minnesota. - - - - - - 628, 853, 116)41. Montana. --___-_- 74, 752, 891 
17. Connecticut_.- - - - - 591, 687, 228 | 42. Idaho.__.._____- 71, 743, 704 
18) Indians... ..--.- - 565, 441, 546|43. New Hampshire - - 68, 705, 139 
19. Washington and 44. New Mexico-_---- 57, 815, 445 
Masts: .2.2 =~. - 459, 058, 130) 45. South Dakota- -__- 56, 631, 285 

20. Oklahoma. - -- --- 413, 075, 800} 46. North Dakota____ 51, 995, 005 
Bk GebMGaios sues. 392, 066, 202/47. Wyoming-_-.---_--- 37, 370, 969 
22. FloriG@ai... 2. << ae 357, 131, 9388|48. Vermont__.______ 36, 963, 673 


23. Delaware- -- - - - -- 356, 935, 738 | 49. Nevada__._.---_- 35, 424, 110 
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AprpEeNpDIx E 


1950 Census, Hawa PorpvuLaTion 


According to Bureau of Census reports of April 1, 1950, the population of 
Hawaii on that date was 499,794, representing an increase of 76,464, or 18.1 

recent, over 1940. During the decade of the thirties, the population of the 

erritory increased by 14.9 percent. 

Hawaii exceeds in population the following States: 


cal hl be nde nahn Riana Kem oe, Moraes 
Vermont ........ erie Gea ice tS ee see 
LE LIES OL EE Te ee Pe ee PO ee 
aa a is pict min ci esiv'e A EI OS 290, 52: 
PN oa. iis tnd 


‘ee Sigil ck ance te pita ae aa Benin win) Oy USO 


Source: The Library of Congress, 


APPENDIX F 


RESOLUTION OF THE SENATE OF Hawai RatTiIryInG THE TREATY OF ANNEXATION 
OF 1897 


(The “‘consent”’ referred to in the preamble of the joint resolution 
to provide for annexing the Hawaiian Islands to the United States is 
expressed in the following resolution of the Senate of the Republic of 
Hawaii:) 


“‘Be it resolved by the Senate of the Republic of Hawaii: That the Senate hereby 
ratifies and advises and consents to the ratification by the President of the 
treaty between the Republic of Hawaii and the United States of America on 
the subject of the annexation of the Hawaiian Islands to the United States of 
America, concluded at Washington on the 16th day of June, A. D. 1897, which 
treaty is, word for word, as follows: 

* *The Republic of Hawaii and the United States of America, in view of the 
natural dependence of the Hawaiian Islands upon the United States, of their 
geographical proximity thereto, of the preponderant share acquired by the 
United States and its citizens in the industries and trade of said Islands, and 
of the expressed desire of the government of the Republic of Hawaii that those 
Islands should be incorporated into the United States as an integral part thereof, 
and under its sovereignty, have determined to accomplish by treaty, an object so 
important to their mutual and permanent welfare. 

‘ *To this end the high contracting parties have conferred full powers and 
authority upon their respectively appointed plenipotentiaries, to wit: 

“ *The President of the Republic of Hawaii: Francis March Hatch, Lorrin A. 
Thurston, and William A. Kinney. 

‘“*The President of the United States: John Sherman, Secretary of State of the 
United States. 

“ ‘ArticLeE I. The Republic of Hawaii hereby cedes absolutely and without 
reserve to the United States of America all rights of sovereignty of whatsoever 
kind in and over the Hawaiian Islands and their dependencies; and it is agreed 
that all the territory of and appertaining to the Republic of Hawaii is hereby 
annexed to the United States of America under the name of the Territory of 
Hawaii. 

** ‘ArtIcLE II. The Republic of Hawaii also cedes and hereby transfers to the 
United States the absolute fee and ownership of all public, government, or crown 
lands, public buildings or edifices, ports, harbors, military equipment, and all 
other public property of every kind and description belonging to the government 
of the Hawaiian Islands, together with every right and appurtenance thereunto 
appertaining. 

‘** *The existing laws of the United States relative to public lands shall not apply 
to such lands in the Hawaiian Islands; but the Congress of the United States shall 
enact special laws for their management and disposition: Provided, That all 
revenue from or proceeds of the same, except as regards such part thereof as may 
be used or occupied for the civil, military, or naval purposes of the United States, 
or may be assigned for the use of the local government, shall be used solely for 
the benefit of the inhabitants of the Hawaiian Islands for educational and other 
public purposes. 
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ce 


Artic.e III. Until Congress shall provide for the government of such Islands, 
all the civil, judicial, and military powers exercised by the officers of the existing 
government in said Islands shall be vested in such person or persons, and shall be 
exercised in such manner, as the President of the United States shall direct; and 
the President shall have power to remove said officers and fill the vacancies so 
occasioned. 

“*The existing treaties of the Hawaiian Islands with foreign nations shall 
forthwith cease and determine, being replaced by such treaties as may exist, or 
as may be hereafter concluded, between the United States and such foreign 
nations. The municipal legislation of the Hawaiian Islands, not enacted for the 
fulfillment of the treaty so extinguished and not inconsistent with this treaty, not 
contrary to the Constitution of the United States, nor to any existing treaty of 
the United States, shall remain in force until the Congress of the United States 
shall otherwise determine. 

** “Until legislation shall be enacted extending the United States Customs laws 
and regulations to the Hawaiian Islands, the existing Customs relations of the 
Hawaiian Islands with the United States and other countries shall remain 
unchanged. 

“*ArticLE IV. The public debt of the Republic of Hawaii, lawfully existing at 
the date of the exchange of the ratifications of this Treaty, including the amounts 
due to depositors in the Hawaiian Postal Savings Bank, is hereby assumed by the 
Government of the United States; but the liability of the United States in this 
regard shall in no case exceed $4,000,000. So long, héwever, as the existing 
government and the present commercial relations of the Hawaiian Islands are 
continued, as hereinbefore provided, said Government shall continue to pay the 
interest on said debt. 

“‘*ArticLE V. There shall be no further immigration of Chinece into the Ha- 
waiian Islands, except upon such conditions as are now or may hereafter be 
allowed by the laws of the United States, and no Chinese by reason of anything 
ae contained shall be allowed to enter the United States from the Hawaiian 

slands. 

‘*¢ArticteE VI. The President shall appoint five Commissioners, at least two 
of whom shall be residents of the Hawaiian Islands, who shall, as soon as reason- 
ably practical, reeommend to Congress such legislation concerning the Territory 
of Hawaii as they shall deem necessary or proper. 

*¢ArticLE VII. This treaty shall be ratified by the President of the Republic 
of Hawaii, by and with the advice and consent of the Senate, in accordance with 
the Constitution of the said Republic, on the one part; and by the President of 
the United States, by and with the advice and consent of the Senate, on the 
other; and the ratifications hereof shall be exchanged at Washington as soon as 
possible. 

‘* ‘In witness whereof, the respective plenipotentiaries have signed the above 
articles and have hereunto affixed their seals. 

*« ‘Done in duplicate at the City of Washington, this sixteenth day of June, one 
thousand eight hundred and ninety-seven. 

‘Francis Marcu Harcu. 
‘Lorrin A. THURSTON. 
‘Witviam A. KINNEY. 
‘JoHN SHERMAN. 


“cc 
“cc 
“é 


***T hereby certify that the foregoing resolution was unanimously adopted at 
the Special Session of the Senate of the Republic of Hawaii on the 9th day of 
September A. D. 1897. 

© ‘Wittiam C. WILpeErR, 
‘* ‘President. 

** *Attest: 

cided Ue Oe by Ae 
** Clerk of Senate.’ ”’ 





AppenpbIx G 


JOINT RESOLUTION NO. 55 (55th Cong.). To provide for annexing the Hawaiian Islands to the 
United States 


Whereas the Government of the Republic of Hawaii, having, in due form, 
signified its consent, in the manner provided by its constitution, to cede abso- 
lutely and without reserve to the United States of America all rights of sover- 
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eignty of whatsoever kind in and over the Hawaiian Islands and their depend- 
encies, and also to cede and transfer to the United States the absolute fee and 
ownership of all public, Government, or Crown lands, publie buildings or edifices, 
ports, harbors, military equipment, and all other public property of every kind 
and description belonging to the Government of the Hawaiian Islands, together 
with every right and appurtenance thereunto appertaining: Therefore 

Resolved by the Senate and House of Representatives of the United States of America 
in Congress assembled, That said cession is accepted, ratified, and confirmed, and 
that the said Hawaiian Islands and their dependencies be, and they are hereby, 
annexed as a part of the territory of the United States and are subject to the 
sovereign dominion thereof, and that all and singular the property and rights 
hereinbefore mentioned are vested in the United States of America. 

The existing laws of the United States relative to public lands shall not apply 
to such lands in the Hawaiian Islands; but the Congress of the United States 
shall enact special laws for their management and disposition: Provided, Vhat 
all revenue from or proceeds of the same, except as regards such part thereof as 
may be used or occupied for the civil, military, or naval purposes of the United 
States, or may be assigned for the use of the local government shall be used 
solely for the benefit of the inhabitants of the Hawaiian Islands for educational 
and other public purposes. 

Until Congress shall provide for the government of such islands, all the civil, 
judicial, and military powers exercised by the officers of the existing government 
in said islands shall be vested in such person or persons and shall be exercised 
in such manner as the President of the United States shall direct; and the Presi- 
dent shall have the power to remove said officers and fill the vacancies so 
occasioned. 

The existing treaties of the Hawaiian Islands with foreign nations shall forth- 
with cease and determine, being replaced by such treaties as may exist, or as May 
be hereafter concluded, between the United States and such foreign nations. 
The municipal legislation of the Hawaiian Islands, not enacted for the fulfillment 
of the treaties so extinguished, and not inconsistent with this joint resolution 
nor contrary to the Constitution of the United States nor to any existing treaty 
of the United States, shall remain in force until the Congress of the United States 
shall otherwise determine. 

Until legislation shall be enacted extending the United States customs laws 
and regulations to the Hawaiian Islands the existing customs relations of the 
Hawaiian Islands with the United States and other countries shall remain un- 
changed. 

The public debt of the Republic of Hawaii, lawfully existing at the date of the 
passage of this joint resolution, including the amounts due to depositors in the 
Hawaiian Postal Savings Bank, is hereby assumed by the Government of the 
United States; but the liability of the United States in this regard shall in no case 
exceed four million dollars. So long, however, as the existing government and 
the present commercial relations of the Hawaiian Islands are continued as herein- 
before provided said Government shall continue to pay the interest on said debt. 

There shall be no further immigration of Chinese into the Hawaiian Islands, 
except upon such conditions as are now or may hereafter be allowed by the laws 
of the United States; no Chinese, by reason of anything herein contained, shall 
be allowed to enter the United States from the Hawaiian Islands. 

The President shall appoint five commissioners, at least two of whom shall be 
residents of the Hawaiian Islands, who shall, as soon as reasonably practicable, 
recommend to Congress such legislation concerning the Hawaiian Islands as they 
shall deem necessary or proper. 

Sec. 2. That the commissioners hereinbefore provided for shall be appointed 
by the President, by and with the advice and consent of the Senate. 

Src. 3. That the sum of one hundred thousand dollars, or so much thereof as 
may be necessary, is hereby appropriated, out of any money in the Treasury not 
otherwise appropriated, and to be immediately available, to be expended at the 
discretion of the President of the United States of America, for the purpose of 
carrying this joint resolution into effect. 

Senate joint resolution adopted July 7, 1898 (30 Stat. 750). 
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AprpENDIx H 


SuMMARY OF CONGRESSIONAL INVESTIGATIONS OF STATEHOOD FoR Hawatl, 
1935-50 


I. THE 1935 CONGRESSIONAL INVESTIGATION 


The first hearings on statehood were conducted in Hawaii in 1935 by a com- 
mittee of the House. 

The committee held hearings for 12 days and heard 105 witnesses, 90 of whom 
favored statehood, and collected 343 pages of testimony. (Hearings before the 
subcommittee of the Committee on the Territories on H. R. 3034, 74th Cong., 
lst sess.) At that time the committee reported to Congress that it ‘‘found the 
Territory of Hawaii to be a modern unit of the American commonwealth, with a 
political, social, and economic structure of the highest type.’”’ (Hearings on H. R. 
3034, 74th Cong., Ist sess., p. 329.) 

By the close margin of three to two the bill failed to be reported favorably to 
the full committee, since the majority felt that further study was necessary. (See 
Summary, hearings on H. R. 3034, pp. 301-304.) 


II, THE 1937 CONGRESSIONAL INVESTIGATION 


In 1937 the joint committee appointed to visit Hawaii held public hearings for 
17 days, and visited industrial, social, educational, and military establishments on 
the five major islands. Residents on all islands visited were publicly urged to 
appear and express their views. The committee heard 66 witnesses, 47 of whom 
favored statehood, and collected nearly 700 pages of testimony. (Hearings before 
the Joint Committee on Hawaii, 75th Cong., 2d sess.) 

In its report (S. Doc. No. 151, 75th Cong., 3d sess.), the committee said, 
“Hawaii has fulfilled every requirement for statehood heretofore exacted for 
Territories.” (S. Doc. No. 151, p. 94.) 

The committee recommended that a statehood plebiscite be held to ascertain 
the wishes of the people, and that further study be made due to the disturbed 
condition of international affairs (S. Doc. No. 151, p. 95). 

The Territorial legislature authorized a plebiscite to be held in 1940. By a 
majority of more than 2 to 1, the people of Hawaii voted in favor of statehood. 

During the war years Hawaii held its statehood aspirations in abeyance. 


Ill. THE 1%6 CONGRESSIONAL INVESTIGATION 


In 1946, a third congressional investigation was held in Hawaii. 

The committee publicly invited the people to appear before them to present 
their views on statehood and upon any other matter relating to the welfare of the 
Territory. 

The group held hearings for 12 days on the 5 major islands, and heard 107 
witnesses, 91 of whom favored statehood. Recorded were 908 pages of testi- 
mony, including 35 written statements and exhibits relating to social, economic, 
and political life. (Hearings before the subcommittee of the Committee on the 
Territories, House of Representatives, 79th Cong., 2d sess.) 

The subcommittee submitted a unanimous report (H. Rept. No. 1620, 79th 
Conzg., 2d sess.) in which it reeommended that “since: 

“1. The people of the Territory of Hawaii have demonstrated beyond question 
not only their loyalty and patriotism but also their desire to assume the responsi- 
bilities of statehood; and since 

“2. The policy of the United States Government is one of self-determination: 
that peoples be allowed to choose freely their form of political status; and since 

“3. Hawaii’s strategic location in the Pacific plays so large a part in our coun- 
try’s international position in this area; and since 

“4. The Congress of the United States has through a series of acts and com- 
mittee reports indicated to the people of the Territory that Hawaii would be 
admitted into the Union when qualified; and since 

“5. The Territory of Hawaii now meets the necessary requirements for state- 
hood: 

“Tt is the recommendation of this subcommittee that the Committee on Terri- 
tories give immediate consideration to legislation te admit Hawaii to statehood.” 
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IV. THE 1947 CONGRESSIONAL INVESTIGATION 


The House Committee on Public Lands met in Washington, D. C., in March 
1947, to consider H. R. 49, and 11 other bills granting statehood to Hawaii. 

The committee held hearings for 13 days and heard 35 witnesses, all of whom 
favored immediate statehood. Opposition to the bill consisted of three com- 
munications, one of which was printed in the record. The committee collected 
310 pages of testimony. (Hearings before the Committee on Public Lands, 
House of Representatives, 80th Cong., Ist sess., on H. R. 49.) 

Several Federal departments were requested by the committee to submit reports 
on Hawaii’s statehood bill. The administration endorsed the bill, and the Secre- 
tary of War and the Secretary of the Navy offered no objection to the enactment 
of H. R. 49. 

Fleet Adm. Chester W. Nimitz, testifying as a private citizen, stated, ‘‘From 
a military and naval standpoint, I can see no objection to these islands achieving 
statehood.” 

Maj. Gen. Charles D. Herron, USA (retired), former commander of the 
Hawaiian Department, testified that the people of Hawaii ‘‘have long since shown 
themselves to be wise and fully worthy of full citizenship.” 

Many Members of the Eightieth Congress testified or presented statements for 
the record supporting the bill. 

Whereas the 1946 hearings in Hawaii stressed the readiness of the people of the 
islands to meet the responsibilities of statehood, the testimony submitted in 
Washington in 1947 related largely to national aspects, such as national defense, 
trade relations, and foreign affairs. Hawaii’s position at the cross roads of the 
Pacific was viewed as a reason for statehood. 

For the second time in 2 years a committee of Congress unanimously recom- 
mended statehood. 

The 1947 committee report (H. Rept. No. 194, 80th Cong., Ist sess.), drew 
particular attention to the following: 

“The strategic location in the mid-Pacific of Hawaii’s modern community of a 
half million loyal American citizens, with its modern facilities for transportation, 
communication, and defense, is of immeasurable value to the Nation; 

“The granting of statehood to Hawaii at this time will be an actual demonstra- 
tion of the purposes of the United States in granting self-determination to the 
peoples of the world; 

“The joint committee of the Seventy-fifth Congress appointed in 1937, after 
thorough investigation in the islands, found ‘That Hawaii has fulfilled every 
requirement for statehood heretofore exacted of Territories’; and 

“The subcommittee appointed in the Seventy-ninth Congress unanimously 
recommended that immediate consideration for legislation looking to the admission 
of Hawaii to statehood be undertaken.” 

The findings and conclusions of the 1947 congressional hearings on the question 
of statehood for Hawaii were based on its own investigation and the investigations 
of two previous congressional committees. 

In June 1947, an Hawaii statehood bill passed the House by a vote of 196 to 
133; Congress adjourned before further action was taken. 


Vv. THE 1948 CONGRESSIONAL INVESTIGATION 


During 1948 three separate investigations on the subject of statehood for 
Hawaii were held: 

1. In January the chairman of the Senate Subcommittee on Territories and 
Insular Affairs, Hon. Guy Cordon, of Oregon, went to Hawaii at the direction 
of the full committee in connection with H. R. 49, the Hawaiian statehood bill 
before the Eightieth Congress. 

Public hearings on statehood were held for 16 days on the major islands. Of 
the 231 witnesses testifying, 215 favored statehood and 16 opposed it. (Hearings 
before the Subcommittee on Territories and Insular Affairs of the Committee 
on Public Lands, 80th Cong., 2d sess.) 

Special study was given to the Territory’s judicial system, the dezree to which 
the racial ‘‘melting pot’? works, the economic stability of the Territory, and the 
extent of the menace of communism and bloc voting. 

The report held that: 

(1) The courts of the Territory are functioning satisfactorily. 

(2) Democracy has creditably proved itself in Hawaii. 

(3) The financial condition of the Territory appears sound. 
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(4) Though the extent of Communist success in Hawaii is not definitely known, 
the total number of Communists being fewer than 100, ample protection against 
the infiltration of Communist doctrines in the formation of a State constitution 
exist, since approval must be given both by the electorate of Hawaii and by the 
President of the United States. 

(ComMITTEE Notre.—By committee amendment to the present bill, this function 
of safeguarding the State constitution rests with the Congress, in accordance with 
the principles of the Federal Constitution.) 

(5) Election records of Hawaii for 48 years do not support the contention of 
bloe voting, and there is little chance that the pattern of political behavior will 
undergo anv drastic changes under State government. 

The chairman recommended that the bill be favorably reported to the Senate 
with a recommendation for immediate action. 

It was later decided by the Senate committee to hold further hearings in 
Washington, D. C., to determine national interest. 

2. On April 15, the Senate subcommittee met in Washington, heard 8 witnesses, 
none in opposition, and collected 53 pages of testimony. 

On May 8, the committee decided to take no action on its subcommittee’s 
favorable report on statehood, and authorized the chairman to arrange a trip to 
Hawaii for committee members wishing to study the matter on the ground. 

3. From November 1 to 12, the chairman of the committee, Senator Hugh 
Butler, conducted in Hawaii an investigation of Communist activities in the 
Territory. In all, 77 confidential interviews were made a matter of record, and 
more than 100 other witnesses interviewed. 

A report of the investigation was made in June 1949; in summary, the report 
recommended: 

(1) That statehood for Hawaii be deferred indefinitely, until communism in the 
Territory may be brought under effective control; 

(2) That the Territorial government of Hawaii be encouraged to take positive 
steps within the scope of its authority to suppress unlawful communistic activities ; 

(3) That the executive branch of the Federal Government, through the 
Department of Justice, take immediate steps to prosecute lawless communism 
in the Territory, and to protect from force and violence those who honestly seek 
to support and strengthen orderly constitutional government; 

(4) That Congress take cognizance of the very serious economic problems 
which confront Hawaii as a result of the activities of the Communist-dominated 
ILWU and immediately enact remedial legislation. 


VI. THE 1949 CONGRESSIONAL INVESTIGATION 


On March 3 and 8, the Subcommittee on Territorial and Insular Possessions of 
the House Public Lands Committee held hearings in Washington, with the 
voluminous record already amassed before it. Five witnesses testified, none in 
opposition, though two communications in opposition to the legislation were 
received and made part of the record. 

The Commi.tee on Public Lands on March 10, in reporting favorably on the 
bill, as amended, and recommending that it pass, concluded, in part, as follows: 

1. The Territory is not only self-supporting, but pays more Federal income tax 
than any one of 12 States. 

2. Had Hawaii been a State, it hardly would have been subjected to the indig- 
nities which befell it in World War IT. 

3. There is no area under United States jurisdiction where a greater complexity 
of races live so harmoniously. 

4. Both major political parties in the United States included a recommendation 
of statehood for Hawaii in their party platforms of 1948. 

5. Statehood for Hawaii would increase immeasurably the prestige of America 
throughout the Orient. 

The committee recognized that the extent of Communist influence and activity 
in the Territory had been the objective of intense inquiry, but was of the opinion 
that the people of the Territory are alert to the problem and would be better 
able to cope with it as a State than as a Territory. 


VII. THE 1950 CONGRESSIONAL INVESTIGATION 


Though the seventh investigation by Congress of statehood for Hawaii was not 
held until May 1950, two activities of Congress preceded the Senate hearings: 

1. In January, a House Public Lands Committee, Special Committee on Pacific 
Territories and Island Possessions, after an extended trip throughout the Pacific 
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Ocean area, including Hawaii, returned to Washington and strongly urged that 
Congress act favorably on the Hawaii statehood legislation. The Senate Com- 
mittee on Interior and Insular Affairs was officially represented by its chief clerk, 
Miils Astin, on this inspection trip and inquiry. 

2. The House of Representatives voted on March 7 by 262 to 110 to admit 
Hawaii to statehood. 

The Senate Interior and Insular Affairs Committee held hearings in Washington 
the early part of May, heard 60 witnesses, none in opposition, though several 
communications in opposition to statehood were inserted in the record. Sub- 
sequently, the committee met in executive session over a period of 2 weeks to 
consider the evidence and make necessary amendments to the bill. 
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AppPpENDIx [| 


The Annual Report of the Committee on Un-American Activities 
of the United States House of Representatives for the Year 1950 
states, commencing on page 16: 


ComMuNIsT Party or Hawalt 


Publie hearings held in Honolulu, T. H., from April 10 to 20, 1950, revealed 
that the Communist Party of Hawaii is a subdivision of district 13 of the Com- 
munist Party of the United States, with the announced chairman as Charles K,. 
Fujimoto, but actually headed by Jack Hall, the regional director of the ILWU. 
The importance of Hawaii to our national security made this investigation of 
paramount significance. 

‘The Communist Party. of the Territory of Hawaii began organization during 
the year 1938 with the influx of Communist Party members as organizers for the 
ILWU, which entered the Territory of Hawaii to organize for the first time the 
waterfront, sugar, and pineapple workers. Jack Hall, identified by numerous 
witnesses before the committee as a long-standing member of the Communist 
Party, became regional director of the International Longshoremen’s and Ware- 
housemen’s Union. Jack Hall was an appointee of Harry Bridges, the head of 
the ILWU, who was recently convicted of perjury by the United States courts, in 
denying his Communist Party membership at the time of naturalization. Testi- 
mony before the committee revealed that Jack Hall, while regional director of the 
ILWU, was introduced at Communist Party meetings in the ‘Territory of Hawaii, 
as the Communist Party organizer for that area, and that he has remained in 
control of the Communist Party activities to the present day. 

To cover up the leadership of Jack Hall, the Communist Party, on October 15, 
1948, publicly announced that there was a Communist Party of Hawaii, and that 
Charley K. Fujimoto was assuming the chairmanship. Fujimoto, prior to this 
announcement, had been employed as a research scientist by the University of 
Hawaii. Fujimoto, subpenaed as a witness before the committee, which subpena 
called for the production of all records of the Communist Party in the Territory 
of Hawaii, refused to produce any records, and refused also to answer any ques- 
tions propounded to him, relating to his Communist Party activities on the 
ground of self-incrimination. 

Upon organizing the workers of the water front, sugar, and pineapple industries, 
Jack Hall surrounded himself with individuals identified before the committee 
as members of the Communist Party. These Communists were placed by Jack 
Hall in the most strategic positions within the union, thereby assuring the control 
of the union by members of the Communist Party. Testimony taken at the 
hearings revealed that in some instances individuals recruited into the Communist 
Party were elected to union offices without knowledge that they were even candi- 
dates. Through this method, a well-knit minority of Communist Party members 
exercised complete control over the large membership of the ILWU. Today, 
therefore, we find a curious situation where the so-called International Long- 
shoremen and Warehousemen’s Union has within its membership and under the 
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control of the Communist Party, the workers of the basic industries of the Terri- 
tory of Hawaii; namely, shipping, pineapple, and sugar. 

To maintain this economic control of the Territory of Hawaii, the Communist- 
controlled ILWU has pitted race against race and creed against creed in any 
issue where it was losing ground with the workers. In this manner, a well-knit 
minority has been able to maintain rigid control over the rank and file of a pow- 
erful union. 

In recruiting workers to membership in the Communist Party, the Communist 
leaders of the ILWU were successful in being able to dupe many workers into 
joining the Communist Party. Testimony heard time and again during the hear- 
ings disclosed that many of these individuals were duped into believing that they 
could best serve the cause of organized labor through membership in the Com- 


munist Party. However, when the true Communist philosophy was made known 
to these individuals, it not only alienated them, but was responsible for their dis- 
associating themselves from the Communist Party. It is indeed encouraging to 


read the testimony of many witnesses who testified that when they obtained a 
true knowledge of Communist teachings, as contained in the constitution of the 
Communist Party of the Soviet Union, calling for the overthrow of democratic 
governments, they lost no time in severing their relationship with the Communist 
Party. The fact that many individuals were duped into joining the Communist 
Party on the pretense of gaining a labor education does not mean that there is 
not present in the Territory of Hawaii a hard core of dyed-in-the-wool Com- 
munists, who are devoted to the overthrow of the Governments of the United 
States and the Territory of Hawaii. Ii must be remembered that the Communist 
movement spread to the Territory of Hawaii through organizers of the Com- 
munist Party who were born and received their Communist training on the main- 
land of the United States. The hard core of Communists presently in the islands, 
is therefore composed of mainland Communists, or Hawaiians who were trained 
by Moscow-dominated Communists on the mainland. 

In addition to their control over the basic industries, the Communist Party in 
the Territory of Hawaii had gained some measure of political control through its 
infiltration of a major political party. In line with this venture, the Communist 
Party in the Territory of Hawaii, in 1945, embarked on a most energetic campaign 
in an attempt to secure control of the Democratic Party in the Territory of Hawaii. 
Testimony presented to the committee at its hearings in Honolulu refiected that 
at Communist Party meetings in Hawaii during the vear 1945, instructions were 
given to party members to become active in their local precinct of the Democratic 
Party in an effort to gain some office or position within that precinct. These 
instructions were issued repeatedly to Communist Party members at Communist 
Party meetings in the Territory of Hawaii in the year 1945. 

The next phase of this campaign was the establishment of the Territorial CLO 
Political Action Committee. The main function of this Political Action Com- 
mittee was the endorsement of candidates who were to be supported by the rank 
and file members of the ILWU._ A perusal of the make-up of the Political Action 
Committee clearly shows who dictated the policies and practices of that com- 
mittee. Of the seven officers of the CIO Political Action Committee, six were 
identified as members of the Communist Party in the Territory of Hawaii by 
witnesses appearing before this committee during the recent hearings in Honolulu. 
Testimony heard at these hearings revealed that, in actuality, the decisions of the 
PAC were never released until the problems had been fully discussed by the 
Central Committee of the Communist Party in the Territory of Hawaii. Com- 
munist Party discipline was employed most effectively in directing the activities 
of the Territorial PAC in the general election of 1946. A summary of the success 
of the Political Action Committee activities in the general election of 1946 indi- 
cates that out of 51 candidates endorsed for office by the PAC, 35 were elected to 
Territorial, city, or county offices. 

During this same period and subsequent thereto, members of the Communist 
Party were not lax in carrying out the instructions given them to infiltrate their 
local Democratic precincts. A careful survey of the list of delegates who attended 
the Territorial Democratic Convention held at MeKinley High School on May 2, 
1948, in Honolulu, 34 delegates were positively identified as members of the 
Communist Party in Hawaii by witnesses appearing before the committee. 

Of the witnesses who appeared before the committee, three were notable be- 
cause of their positions in public life. Mr. Richard Kageyama, the first witness 
heard by the committee, is a duly elected member of the Board of Supervisors for 
the City and County of Honolulu, T. H. He was also an elected delegate to the 
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Hawaii State Constitutional Convention, which was sitting in the city of Honolulu 
at the time of the committee’s hearings. 

Mr. Kageyama told of his experiences within the Communist Party in great 
detail and was most cooperative with this committee. Subsequent to this testi- 
mony before the committee, he resigned his delegate’s position within the con- 
stitutional convention, stating that he felt that if he remained within the conven- 
tion it might endanger Hawaii’s chances for statehood. Mr. Kageyama exhibited 
courage and determination in his testmony before this committee in exposing the 
evils of communism as he had come to know them. 

Another witness who was notable because of his position in public life, was Mr. 
Frank Silva, business agent for ILWU, on the island of Kauai and also an elected 
delegate to the State constitutional convention. Mr. Silva was identified by two 
witnesses before the committee as a member of the Communist Party in the 
Territory of Hawaii. When he was subpenaed to answer these charges, he de- 
clined to answer any questions regarding his membership in the Communist Party 
on the ground of self-incrimination. In addition, he refused to answer questions 
put to him by the committee relating to his education within the United States. 
Subsequent to his appearance before the committee, he refused to resign from the 
constitutional convention, but was expelled by a vote of the convention delegates, 

Since the conclusion of the committee’s hearings in Honolulu, the citizens of 
Hawaii have taken it upon themselves to ‘“‘put their house in order.’”? The Demo- 
cratic Party is moving to rid itself of any and all Communists or Communist 
influence within its ranks. Within the Territory of Hawaii, there is in existence 
a legislative committee on un-American activities and a Territorial commission on 
subversive activities, both embodied with the power of subpena and established 
for the purpose of investigating and exposing any and all subversive activities 
within the Territory of Hawaii. 

In addition, the national CIO organization, on May 17 through 19, inclusive, 
conducted hearings in the city of Washington, D. C., before a subcommittee of 
the executive board of the CIO to hear testimony and evidence on the question of 
expelling Harry Bridges and the ILWU from the national CIO organization; 
subsequent to these hearings, they were expelled. 

The hearings of the Committee on Un-American Activities of the House of 
Representatives conducted in Honolulu have served as a beacon light to the people 
of Hawaii in apprising them of the degree of Communist activity which has taken 
place in their Territory. The committee feels that these citizens now know more 
of the methods and practices of the Communist Party and are much better 
equipped to meet any new threat that may arise as a result of activity on the 
part of the Communist Party. 

The individual citizens of the Territory of Hawaii who played a part in the 
exposure of this evil and its direct purposes can well be proud of their contribution 
to the Congress of the United States. The people of the Territory of Hawaii owe 
a debt of gratitude to those persons who possessed the courage and determination 
to come forward and expose this foreign-directed conspiracy which seeks to under- 
mine and ultimately overthrow our own American way of life. 
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APPENDIX J 


THE CONSTITUTION 
OF THE STATE OF HAWAII 


AGREED UPON BY THE 
DELEGATES OF THE PEOPLE oF Hawat 
IN CONVENTION, AT IOLANI PALACE, 
Hono.ou.u, Hawa 
on Juxty 22, 1950 


Adopted by the people of Hawaii in the general elections held November 7, 1950, 
To be submitted to the Congress of the United States for approval 
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PREAMBLE 


We, the people of the State of Hawaii, grateful for Divine Cuidance, and mind- 


ful of our Hawaiian heritage, reafirm our belief in a government of the people, 
by the people and for the people, and with an understanding heart toward all 


the peoples of the earth, do hereby ordain and establish this constitution for the 
State of Hawaii. 


FEDERAL CONSTITUTION ADOPTED 


The Constitution of the United States of America is adopted on behalf of the 
people of the State of Hawaii. 


ARTICLE I. BILL OF RIGHTS 


Section 1. Political power.—All political power of this State is inherent in 
the people; and the responsibility for the exercise thereof rests with the people. 
All government is founded on this authority. 

Sec. 2. Rights of man.—All persons are free by nature and are equal in their 
inherent and inalienable rights. Among these rights are the enjoyment of life, 
liberty, and the pursuit of happiness, and the acquiring and possessing of property. 
These rights cannot endure unless the people recognize their corresponding obliga- 
tions and responsibilities. 

Sec. 3. Freedom of religion, speech, press, assembly, and petition.—No law shall 
be enacted respecting an establishment of religion or prohibiting the free exercise 
thereof, or abridging the freedom of speech or of the press, or the right of the 
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people peaceably to assemble and to petition the government for the redress of 
grievances. 

Sec. 4. Due process and equal protection—No person shall be deprived of life, 
liberty, or property without due process of law, nor be denied the equal protection 
of the laws, nor be denied the enjoyment of his civil rights or be discriminated 
against in the exercise thereof because of race, religion, sex, or ancestry. 

Sec. 5, Searches and seizures—The right of the people to be secure in their 
persons, houses, papers and effects, against unreasonable searches and seizures, 
shall not be violated; and no warrants shall issue, but upon probable cause, 
supported by oath or affirmation, and particularly describing the place to be 
searched and the persons or things to be seized. 

Sec. 6. Rights of citizens.—No citizen shall be disfranchised, or deprived of any 
of the rights or privileges secured to other citizens, unless by the law of the land. 

Sec. 7. Enlistment, segregation.—No citizen shall be denied enlistment in any 
military organization of this State nor be segregated therein because of race, 
religious principles, or ancestry. 

Sec. 8. Indictment, trial by jury, criminal cases.—No person shall be held to 
answer for a capital or otherwise infamous crime, unless on a presentment or 
indictment of a grand jury, except in cases arising in the armed forees when in 
actual service in time of war or public danger; nor shall any person be subject for 
the same offense to be twice put in jeopardy; nor shall any person be compelled in 
any criminal case to be a witness against himself. 

sec. 9. Jail, excessive punishment.—Excessive bail shall not be required, nor 
excessive fines imposed, nor cruel or unusual punishments inflicted. 

Sec. 10. Trial by jury civil cases —In suits at common law where the value in 
controversy shall exceed one hundred dollars, the right of trial by jury shall be 
preserved. The legislature may provide for a verdict by not less than three- 
fourths of the members of the jury. 

Sec. 11. Rights of accused.—In all criminal prosecutions, the accused shall en- 
joy the right to a speedy and public trial, by an impartial jury of the district 
wherein the crime shall have been committed, which district shall have been pre- 
viously ascertained by law, or of such other district to which the prosecution may 
be removed with the consent of the accused; to be informed of the nature and 
cause of the accusation; to be confronted with the witnesses against him; to have 
compulsory process for obtaining witnesses in his favor; and to have the assistance 
of counse! for his defense. 

Sec. 12. Jury service.—No person shall be disqualified to serve as a juror because 
of sex. 

Sec. 13. Habeas corpus and suspension of laws.—The privilege of the writ of 
habeas corpus shall not be suspended, unless when in cases of rebellion or invasion 
the public safety may require it. 

The power of suspending the privilege of the writ of habeas corpus, and the 
laws or the execution thereof, shall never be exercised except by the legislature, or 
by authority derived from it to be exercised in such particular cases only as the 
legislature shall expressly prescribe. 

Sec. 14. Supremacy of civil power—The military shall be held in strict sub- 
ordination to the civil power. 

Sec. 15. Right to bear arms.—A well-regulated militia being necessary to the 
security of a free state, the right of the people to keep and bear arms shall not be 
infringed. 

Sec. 16. Quartering of soldiers —No soldier or member of the militia shall, in 
time of peace, be quartered in any house, without the consent of the owner or 
occupant. nor in time of war, except in a manner prescribed by law. 

Sec. 17. Imprisonment for debt.—There shall be no imprisonment for debt. 

Sec. 18. Eminent domain.—Private property shail not be taken for public use 
without just compensation. 

Sec. 19. Limitations on special privileges. —The power of the State to act in the 
general welfare shall never be impaired by the making of any irrevocable grant 
of special privileges or immunities. 

Sec. 20. Construction —The enumeration of rights and privileges shall not be 
construed to impair or deny others retained by the people. 





ARTICLE Il. SUFFRAGE AND ELECTIONS 


Section 1. Qualifications.—Every citizen of the United States, who shall have 
attained the age of twenty years, have been a resident of this State not less than 
one year next preceding the election and be a voter registered in accordance with 
law, shall be qualified to vote in any state or local election. No person shall be 
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qualified to vote unless he is elso able, except for physical disability, to speak, 
read, and write the English or Hawaiian language. 

Sec. 2. Disqualifications.—No person who is non compos mentis and no person 
convicted of felony, unless pardoned and restored to his civil rights, shall be 
qualified to vote. 

Sec. 3. Residence.—No person shall be deemed to have gained or lost residence 
simply because of his presence or absence while employed in the service of the 
United States, or while engaged in navigation or while a student at any institution 
of learning. 

Sec. 4. Registration, voting.—The legislature shall provide for the registration 
of voters and for absentee voting: and shall prescribe the method of voting at all 
elections. Secrecy of voting shall be preserved. 

Sec. 5. Elections.—General elections shall be held on the first Tuesday after 
the first Monday in November in all even numbered years. Special elections 
may be held in accordance with law. Contested elections shall be determined by 
a court of compeient jurisdiction in such manner as shall be provided by law 


ARTICLE Il. THE LEGISLATURE 





Section 1. Legislative power.—The legisl: 
vested in a legislature, which shall consist of two houses, a senate and a house of 
representatives. Such power shall extend to all rightful subjects of legislation not 
inconsistent with this constitution or the Constitution of the United States. 

See. 2. Senate; districts: composition.—The senate shall be composed of twenty- 
five members, who shall be elected by the qualified voters of the respective sena- 
torial districts. ‘the districts, and the number of senators to be elected from each, 
sha!! be as follows: 

First senatorial district: that portion of the island of Hawaii known as Puna, 
Hilo and Hamakua, five; 

Second senatorial district: that portion of the island of Hawaii known as Kau, 
Kona and Kohala, two; 

Third senatorial district: the islands of Maui, Molokai, Lanai and Kahoolawe, 
five: 

Fourth senatorial district: that portion of the island of Oahu lying east and 
south of Nuuanu Street and Pali Road and the upper ridge of the Koolau Range 
from the Nuuanu Pali to Makapuu Point and all other islands not specifically 
enumerated, five; 

Fifth senatorie! district: that portion of the island of Oahu lying west and north 
of the fourth senatorial district, five; and 

Sixth senatorial! district: the islands of Kauai and Niihau, three. 

Sec. 3. House of representatives; composition.—The house of representatives 
shall be composed of fifty-one members, who shall be elected by the qualified 
voters of the respective representative districts. Until the next reapportionment, 
the representative districts and the number of representatives to be elected from 
each shall be as set forth in the Schedule. 

Sec. 4. Reapportionment of house.—On or before June 1 of the year 1959, and of 
each tenth year thereafter, the governor shall reapportion the members of the 
house of representatives in the following manner: The total number of represen- 
tatives shall first be reapportioned among four basic areas, namely, (1) the island 
of Hawaii, (2) the islands of Maui, Molokai, Lanai and Kahoolawe, (3) the island 
of Oahu and all other islands not specifically enumerated, and (4) the islands of 
Kauai and Niihau, on the basis of the number of voters registered at the last 
preceding general election in each of such basic areas and computed by the method 
known as the method of equal proportions, no basic area to receive less than one 
member. Upon the determination of the total number of representatives to which 
“ach basic area is entitled, such total shall be reapportioned among the one or 
more representative districts within each basic area on the basis of the number of 
voters registered at the last preceding general election within each of such repre- 
sentative districts and computed by the method known as the method of equal 
proportions, no representative district to receive less than one member. Upon 
any reapportionment, should the total number of voters registered in any repre- 
sentative district be less than one-half of the quotient obtained by dividing the 
total number of voters registered in the State by the total number of members to 
which the house is entitled, then, as part of such reapportionment, the basic area 
within which such representative district lies shall be redistricted by the governor 
in such manner that the total number of voters registered in each new representa- 
tive district therein shall be more than one-half of such quotient. 
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. The governor shall thereupon issue a proclamation showing the results of such 
reapportionment, and such reapportionment shall be effective for the election of 
members to such house for the next five succeeding legislatures. 

Mandamus.—Original jurisdiction is hereby vested in the supreme court of the 
State to be exercised on the application of any registered voter, made within thirty 
days following the date specified above, to compel, by mandamus or otherwise, 
the governor to perform the above duty; and, made within thirty days following 
the date of such proclamation, to compel, by mandamus or otherwise, the correc- 
tion of any error made in such reapportionment. 

Sec. 5. Election of members; term.—The members of the legislature shall be 
elected at general elections. The term of office of members of the house of repre- 
sentatives shall be two years beginning with their election and ending on the day 
of the next general election, and the term of office of members of the senate shall 
be four years beginning with their election and ending on the day of the second 
general election after their election. 

Sec. 6. Vacancies.—Any vacancy in the legislature shall be filled for the un- 
expired term in such manner as may be prescribed by law, or, if no provision be 
made by law, by appointment by the governor for the unexpired term. 

Sec. 7. Qualifications of members.—No person shall be eligible to serve as a 
member of the senate unless he shall have attained the age of thirty years, have 
been a resident of the State for not less than three years and be a qualified voter 
of the senatorial district from which he seeks to be elected. No person shall be 
eligible to serve as a member of the house of representatives unless he shall have 
attained the age of twenty-five years, have been a resident of the State for not less 
than three years and be a qualified voter of the representative district from which 
he seeks to be elected. 

Sec. 8. Privileges of members.—No member of the legislature shall be held to 
answer before any other tribunal for any statement made or action taken in the 
exercise of his legislative functions; and members of the legislature shall, in all 
cases except felony or breach of the peace, be privileged from arrest during their 
attendance at the sessions of their respective houses, and in going to and returning 
from the same. 

» Sec. 9. Disqualifications of members—No member of the legislature shall hold 
any other public office under the State, nor shall he, during the term for which he 
is elected or appointed, be elected or appointed to any public office or employment 
which shall have been created, or the emoluments whereof shall have been in- 
creased, by legislative act during such term. The term ‘‘publie office,’ for the 
purposes of this section, shall not include notaries public, reserve police officers or 
officers of emergency organizations for civilian defense or disaster relief. The 
legislature may prescribe further disqualifications. 

Sec. 10. Salary and allowances.—Vhe members of the legislature shall receive 
such salary and allowances as may be prescribed by law, but any increase or de- 
crease in the amount thereof shall not apply to the legislature which enacted the 
same. No salary shall be payable when the senate alone is convened in special 
session, or when the legislature convenes in special session pursuant to Section 17 
of this article. 

Sec. 11. Sessions.—Regular sessions of the legislature shall be held annually. 
The governor may convene the legislature, or the senate alone, in special session. 
All sessions shall be held at the capital of the State. In case the capital shall be 
unsafe, the governor may direct that any session shall be held at some other place. 
Regular sessions in odd-numbered years shall be known as general sessions and 
regular sessions in even-numbered years shall be known as budget sessions. 

Budget sessions.—At budget sessions the legislature shall be limited to the 
consideration and enactment of the general appropriations bill for the succeeding 
fiscal year and bills to authorize proposed capital expenditures, revenue bills 
necessary therefor, urgency measures deemed necessary in the public interest, 
bills calling elections, proposed constitutional amendments and hills to provide 
for the expenses of such session and the special session to be convened thereafter 
in accordance with the provisions of section 17 of this article. Thelegislature may 
also consider and act upon matters relating to the impeachment or removal of 
officers. No urgency measure shall be considered unless a statement of facts con- 
stituting such urgency shall be set forth in one section thereof and until] such 
section shall have been first approved by each house. The approval of such 
section and the final passage of such measure in each house shall require a two- 
thirds vote of all the members to which such house is entitled, taken by ayes and 
noes and entered upon its journal. 
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Sessions; commencement; duration.—Regular sessions shall commence at 10:00 
o’clock a. m., on the third Wednesday in February. General sessions shall be 
limited to a period of sixty days and budget sessions and special sessions to a 
period of thirty days, but the governor may extend any session for not more 
than thirty days. Sundays and holidays shall be excluded in computing the 
number of days of any session. 

Sec. 12. Adjournment.—Neither house shall adjourn during any session of the 
lezislature for more than three days, or sine die, without the consent of the other. 

‘Sec. 13. Organization; discipline; rules; procedure.—Each house shail be the 
judge of the elections, returns and qualifications of its own members and shall 
1ave, for misconduct, disorderly behavior or neglect of duty of any member, 
power to punish such member by censure, or, upon a two-thirds vote of all the 
members to which such house is entitled, by suspension or expulsion of such 
member. Each house shall choose its own officers, determine the rules of its 
proceedings and keep a journal. The ayes and noes of the members on any ques- 
tion shall, at the desire of one-fifth of the members present, be entered upon the 
journal. 

Twenty days after a bill has been referred to a committee in either house, the 
same may be recalled from such committee by the affirmative vote of one-third 
of the members to which such house is entitled. 

Sec. 14. Quorum; compulsory attendance.—A majority of the number of mem- 
bers to which each house is entitled shall constitute a quorum of such house for 
the conduct or ordinary business, of which quorum a majority vote shall suffice; 
but the final passage of a bill in each house shall require the vote of a majority 
of all the members to which such house is entitled, taken by ayes and noes and 
entered upon its journal. A smaller number than a quorum may adjourn from 
day to day and may compel the attendance of absent members in such manner 
and under such penalties as each house may provide. 

Sec. 15. Bills; enactment.—No law shall be passed except by bill. Each jaw 
shall embrace but one subject, which shall be expressed in its title. The enact- 
ing clause of each law shall be, ‘‘Be it enacted by the legislature of the State 
of Hawaii.” 

Sec. 16. Passage of bills—No bill shall become law unless it shall pass three 
readings in each house, on separate days. Every bill when passed by the house 
in which it orginated, or in which amendments thereto shall have orginated, shall 
immediately be certified by the presiding officer and clerk and sent to the other 
house for consideration. 

Sec. 17. Approval or veto.—Every bill which shall have passed the legislature 
shall be certified by the presiding officers and clerks of both houses and shall 
thereupon be presented to the governor. If he approves it, he shall sign it and 
it shall become law. If the governor does not approve such bill, he may return 
it, with his objections, to the legislature. He may veto any specific item or 
items in any bill which appropriates money for specific purposes by striking out 
or reducing the same; but he shall veto other bills, if at all, only as a whole. 

The governor shall have ten days to consider bills presented to him ten or 
more days before the adjournment of the legislature sine die, and if any such bill 
is neither signed nor returned by the governor within that time, it shall become 
law in like manner as if he had signed it. 

Reconsideration after adjournment.—The governor shall have forty-five days, 
after the adjournment of the legislature sine die, to consider bills presented to 
him less than ten days before such adjournment, or presented after adjournment, 
and any such bill shall become law on the forty-fifth day unless the governor by 
proclamation shall have given ten days’ notice to the legislature that he plans to 
return such bill with his objections on that day. The legislature may convene at 
or before noon on the forty-fifth day in special session, without call, for the sole 
purpose of acting upon any such bill returned by the governor. In case the 
legislature shall fail to so convene, such bill shall not become law. Any such bill 
may be amended to meet the governor's objections and, if so amended and passed, 
only one reading being required in each house for such passage, it shall be pre- 
sented again to the governor, but shall become law only if he shall sign it within 
ten days after presentation. 

Sundays and holidays shall be excluded in computing the number of days 
designated in this section. 

Sec. 18. Procedure upon veto.—Upon the receipt of a veto message from the 
governor, each house shall enter the same at large upon its journal and proceed 
to reconsider the vetoed bill, or the item or items vetoed, and again vote upon 
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such bill, or such item or items, by ayes and noes, which shall be entered upon its 
journal. If after such reconsideration such bill, or such item or items, shall be 
approved by a two-thirds vote of all the members to which each house is entitled 
the same shall become law. 

Sec. 19. Punishment of nonmembers.—FEach house may punish by fine, or by 
imprisonment not exceeding thirty days, any person not a member of either house 
who shall be guilty of disrespect of such house by any disorderly or contemptuous 
behavior in its presence or that of any committee thereof; or who shall, on account 
of the exercise of any legislative function, threaten harm to the body or estate of 
any of the members of such house; or who shall assault, arrest, or detain any wit- 
ness or other person ordered to attend such house, on his way going to or returning 
therefrom; or who shall rescue any person arrested by order of such house. 

Any person charged with such an offense shall be informed in writing of the 
charge made against him, and have an opportunity to present evidence and be 
heard in his own defense. 

Sec. 20. Impeachment.—The governor and lieutenant governor, and any 
appointive officer for whose removal the consent of the senate is required, may be 
removed from office upon conviction of impeachment for such causes as may be 
provided by law. 

The house of representatives shall have the sole power of impeachment of the 
governor and lieutenant governor and the senate the sole power to try such 
impeachments, and no such officer shall be convicted without the concurrence of 
two-thirds of the members of the senate. When sitting for that purpose, the 
members of the senate shall be on oath or affirmation and the chief justice shall 
preside. Subject to the provisions of this paragraph, the legislature may provide 
for the manner and procedure of removal by impeachment of such officers. 

The legislature shall by law provide for the manner and procedure of removal 
by impeachment of the appointive officers. 

Judgments in cases of impeachment shall not extend beyond removal from 
office and disqualification to hold and enjoy any office of honor, trust, or profit 
under the State; but the person convicted may nevertheless be liable and subject 
to indictment, trial, judgment, and punishment, according to law. 


’ 


ARTICLE IV. THE EXECUTIVE 


Section 1. Estab’ishment of the execultive-—The executive power of the State 
shall be vested in a governor. 

The governor shall be elected by the qualified voters of this State at a general 
election. The person receiving the highest number of votes shall be the governor. 
In case of a tie vote, the selection of the governor shall be determined in accordance 
with law. 

The term of office of the governor shall begin at noon on the first Monday in 
December next following his election and end at noon on the first Monday in 
December, four vears thereafter. 

No person shall be eligible to the office of governor unless he shall be a qualified 
voter, have attained the age of thirty-five years and have been a citizen of the 
United States for twenty years and a resident of this State for five years next 
preceding his election. 

The governor shall not hold any other office or employment of profit under the 
State or the United States during his term of office. 

Sec. 2. Lieutenant governor.—There shall be a lieutenant governor, who shall 
have the same qualifications as the governor. He shall be elected at the same 
time, for the same term, and in the same manner, as the governor. He shall per- 
form such duties as may be prescribed by law. : 

Sec. 3. Compensation, governor, lieutenant governor.—The compensation of 
the governor and of the lieutenant governor shall be prescribed by law, but shall 
not be less than eighteen thousand dollars, and twelve thousand dollars, respec- 
tively, per annum. Such compensation shall not be increased or diminished for 
their respective terms unless by general law applying to all salaried officers of the 
State. When the lieutenant governor succeeds to the office of governor, he shall 
receive the compensation for that office. : 

Sec. 4. Succession to governorship; absence or disability of governor.—When the 
office of governor is vacant, the lieutenant governor shall become governor. In 
the event of the absence of the governor from the State, or his inability to exercise 
and discharge the powers and duties of his office, such powers and duties shall 
devolve upon the lieutenant governor during such absence or disability. 

When the office of lieutenant governor is vacant, or in the event of the absence 
of the lieutenant governor from the State, or his inability to exercise and discharge 
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the powers and duties of his office, such powers and duties shall devolve upon 
such officers in such order of succession as may be provided by law. 

In the event of the impeachment of the governor or of the lieutenant governor, 
he shall not exercise the powers of his office until acquitted. 

Sec. 5. Executive powers.—The governor shall be responsible for the faithful 
execution of the laws. He shall be commander in chief of the armed forces of the 
State and may call out such forces to execute the laws, suppress or prevent insur- 
rection or lawless violence, or repel invasion. He shall, at the beginning of each 
session, and may, at other times, give to the legislature information concerning 
the affairs of the Siate and recommend to its consideration such measures as he 
shall deem expedient. 

The governor may grant reprieves, commutations and pardons, after conviction, 
for all offenses, subject to regulation by iaw as to the manner of applying for the 
same. The legislature may, by general law, authorize the governor to grant par- 
dons before conviction, to grant pardons for impeachment, and to restore civil 
rights denied by reason of conviction of offenses by tribunals other than those of 
this State. 

The governor shall appoint an administrative director to serve at his pleasure. 

Sec. 6. Executive and administrative offices and departments.— All executive and 
administrative offices, departments and instrumentalities of the state government 
and their respective functions, powers, and duties shall be allocated by law among 
and within not more than twenty principal departments in such manner as to 
group the same according to major purposes so far as practicable. Temporary 
commissions or agencies for special purposes may be established by law and need 
not be allocated within a principal department. 

Each principal department shall be under the supervision of the governor and 
unless otherwise provided in this constitution or by law, shall be headed by a 
single executive. Such single executive shall be nominated and, by and with the 
advice and consent of the senate, appointed by the governor and he shall hold 
office for a term to expire at the end of the term for which the governor was elected. 
The governor may, by and with the advice and consent of the senate, remove such 
single executive. 

Whenever a board, commission or other body shall be the head of a principal 
department of the state government, the members thereof shall be nominated 
and, by and with the advice and consent of the senate, appointed by the governor. 
The term of office and removal of such members shall be as prescribed by law. 
Such board, commission or other body may appoint a principal executive officer, 
who, when authorized by law, may be ex officio a voting member thereof, and who 
may be removed by a majority vote of the members appointed by the governor. 

The governor shall nominate and, by and with the advice and consent of the 
senate, appoint all officers for whose election or appointment provision is not 
otherwise made by this constitution or by law. The legislature may provide for 
the suspension or removal for cause, by the governor, of any officer for whose 
removal the consent of the Senate is required by this constitution. 

When the senate is not in session and a vacancy occurs in any office, appoint- 
ment to which requires the confirmation of the senate, the governor may fill the 
office by granting a commission which shall, unless such appointment is confirmed, 
expire at the end of the next session of the senate; but the person so appointed 
shall not be eligible for another interim appointment to such office if the appoint- 
ment shall have failed of confirmation by the senate. 

No person who has been nominated for appointment to any office and whose 
appointment has not received the consent of the senate shall be eligible to an 
interim appointment thereafter to such office. 

All officers appointed under the provisions of this section shall be citizens of this 
State and shall have been residents of the State for at least three years next pre- 
ceding their appointment. 


ARTICLE V. THE JUDICIARY 


Section 1. Judicial power.—The judicial power of the State shall be vested 
in one supreme court, circuit courts, and in such inferior courts as the legislature 
may from time to time establish. The several courts shall have original and 
appellate jurisdiction as provided by law. 

Sec. 2. Supreme court.—The supreme court shall consist of a chief justice and 
four associate justices. When necessary, the chief justice shall assign a judge or 
judges of a circuit court to serve temporarily on the supreme court. In case of a 
vacancy in the office of chief justice, or if he is ill, absent or otherwise unable to 
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serve, an associate justice designated in accordance with the rules of the supreme- 
court shall serve temporarily in his stead. 

Sec. 3. Appointment of judges.—The governor shall nominate and, by and with 
the advice and consent of the senate, appoint the justices of the supreme court and 
the judges of the cireuit courts. No nomination shall be sent to the senate, and no 
interim appointment shall be made when the senate is not in session, until after 
ten days’ public notice by the governor. 

Qualifications.—No justice or judge shall hold any other office or position of 
profit under the State or the United States. No person shall be eligible to such 
office who shall not have been admitted to practice law before the supreme court 
of this State for at least ten years. Any justice or judge who shall become a 
candidate for an elective office shall thereby forfeit his office. 

Tenure, compensation, retirement, removal.—The term of office of a justice of the 
supreme court shall be seven years and that of a judge of a circuit court shall be 
six years. They shall receive for their services such compensation as may be 
prescribed by law, which shall not be diminished during their respective terms of 
office, unless by general law applying to all salaried officers of the State. They 
shall be retired upon attaining the age of seventy years. ‘They shall be included 
in any retirement law of the State. They shall be subject to removal from office 
upon the concurrence of two-thirds of the membership of each house of the legis- 
lature, sitting in joint session, for such causes and in such manner as may be pro- 
vided by law. 

Sec. 4. Retirement for incapacity—Whenever a commission or agency, author- 
ized by law for such purpose shall certify to the governor that any justice of the 
supreme court or judge of a circuit court appears to be so incapacitated as substan- 
tially to prevent him from performing his judicial duties, the governor shall 
appoint a board of three persons to inquire into the circumstances and on their 
recommendation the governor may retire the justice or judge from Office. 

Sec. 5. Administratton.—The chief justice of the supreme court shall be the 
administrative head of the courts. He may assign judges from one circuit court 
to another for temporary service. With the approval of the supreme court he 
shall appoint an administrative director to serve at his pleasure. 

Sec. 6. Rules.—The supreme court shall have power to promulgate rules and 
regulations in all civil and criminal cases for all courts relating to process, practice, 
procedure and appeals, which shall have the force and effect of law. 


ARTICLE VI. TAXATION AND FINANCE 


Secrion 1. Tazing power inalienable-—The power of taxation shall never be 
surrendered, suspended, or contracted away. 

Sec. 2. Taxation of nonresident citizens.—The land and other property belonging 
to citizens of the United States residing without the State shall never be taxed 
at a higher rate than the lands and other property belonging to residents thereof. 

Sec. 3. Debt limitations.—All bonds and other instruments of indebtedness 
issued by or on behalf of the State or a political subdivision thereof must be 
authorized by the legislature, and bonds and other instruments of indebtedness 
of a political subdivision must also be authorized by its governing body. 

Sixty million dollars is established as the limit of the funded debt of the State 
at any time outstanding unpaid. Bonds and other instruments of indebtedness 
in excess of such limit may be issued when authorized by a two-thirds vote of all 
the members to which each house of the legislature is entitled, provided such 
excess debt, at the time of authorization, would not cause the total of state 
indebtedness to exceed a sum equal to fifteen percent of the total of assessed 
values for tax rate purposes of real property in the State, as determined by the 
last tax assessment rolls pursuant to law. 

Instruments of indebtedness to meet appropriations for any fiscal period in 
anticipation of the collection of revenues for such period or to meet casual deficits 
or failures of revenue, which shall be payable within one year, and bonds or other 
instruments of indebtedness to suppress insurrection, to repel invasion, to defend 
the State in war or to meet emergencies caused by disaster or act of God, may be 
issued by the State under legislative authorization without regard to any debt 
limit. 

A sum equal to ten percent of the total of the assessed values for tax rate pur- 
poses of real property in any political subdivision, as determined by the last tax 
assessment rolls pursuant to law, is established as the limit of the funded debt of 
such ‘political sukiibrhdam at any time outstanding and unpaid. The aggregate, 
however, of such debts contracted by any political subdivision during a fiscal 
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year shall not exceed two percent of the total of such assessed values in such 
political subdivision. 

? Instruments of indebtedness to meet appropriations for any fiscal period in 
anticipation of the collection of revenues for such period or to meet casual deficits 
or failures of revenue, which shall be payable within one year, may be issued by 
any political subdivision under authorization of law and of its governing body, 
without regard to the limits of debt herein-above provided. 

All bonds or other instruments of indebtedness for a term cxceeding one year 
shall be in serial form maturing in substantially equal annual installments, the 
first installment to mature not later than five years from the date of the issue 
of such series, and the last installment not later than thirty-five years from the 
date of such issue. Interest and principal payments shall be a first charge on the 
general revenues of the State or political subdivision, as the case may be. 

The provisions of this section shall not be applicable to indebtedness incurred 
under revenue bond statutes by a public enterprise of the State or political sub- 
division, or by a public corporation, when the only security for such indebtedness 
is the revenues of such enterprise or public corporation, or to indebtedness incurred 
under special improvement statutes when the only security for such indebtedness 
is the properties benefited or improved or the assessments thereon. 

Nothing in this section shall prevent the refunding of any indebtedness at any 
time. 

Sec. 4. The budget.—Within such time prior to the opening of each regular 
session as may be prescribed by law, the governor shall submit to the legislature 
a budget setting forth a complete plan of proposed general fund expenditures 
and anticipated receipts of the State for the ensuing fiscal period, together with 
such other information as the legislature may require. The budget shall be com- 
piled in two parts, one setting forth all proposed operating expenditures for the 
ensuing fiscal period and the other, all capital improvements expenditures pro- 
posed to be undertaken during such period. The governor shall also, upon the 
opening of the session, submit bills to provide for such proposed expenditures 
and for any recommended additional revenues or borrowings by which the pro- 
posed expenditures are to be met. Such bills shall be introduced in the legislature 
upon the opening of each regular session. 

‘Sec. 5. Legislative appropriations; procedure-——No appropriation bill, except 
bills recommended by the governor for immediate passage, or to cover the ex- 
penses of the legislature, shall be passed on final reading until the bill authorizing 
operating expenditures for the ensuing fiscal period, to be known as the general 
appropriations bill, shall have been transmitted to the governor. ‘ 

Sec. 6. Appropriations for private purposes prohibited—No tax shall be levied 
or appropriation of public money or property made, nor shall the public credit be 
used, directly or indirectly, except for a public purpose. No grant shall be made 
in violation of Section 3 of Article I of this constitution. 

Sec. 7. Expenditure controls.—Provision for the control of the rate of expendi- 
tures of appropriated state moneys, and for the reduction of such expenditures 
under prescribed conditions, shall be made by law. 

Sec. 8, Auditor.—The legislature, by a majority vote of each house in joint 
session, shall appoint an auditor who shall serve for a period of eight vears and 
thereafter until a successor shall have been appointed. The legislature, by a two- 
thirds vote of the members in joint session, may remove the auditor from office at 
any time for cause. It shall be the duty of the auditor to conduct post-audits of 
all transactions and of all accounts kept by or for all departments, offices, and agen- 
cies of the State and its political subdivisions, to certify to the accuracy of all 
financial statements issued by the respective accounting officers, and to report his 
findings and recommendations to the governor and to the legislature at such 
times as shall be prescribed by law. He shal! also make such additional reports 
and conduct such other investigations as may be directed by the legislature. 


ARTICLE VII. LOCAL GOVERNMENT 


Section 1. Political subdivisions; creation, powers.—The legislature shall create 
counties, and may create other political subdivisions within the State, and provide 
for the government thereof. Each political subdivision shall have and exercise 
such powers as shall be conferred under general laws. 

Sec. 2. Local self-government; charter.—Each political subdivision shall have 
power to frame and adopt a charter for its own self-government within such limits 
and under such procedures as may be prescribed by law. 

) Sec. 3. Taxation and finance.—The taxing power shall be reserved to the State 
except so much thereof as may be delegated by the legislature to the political 
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subdivisions, and the legislature shall have the power to apportion state revenues 
among the several political subdivisions. 
Sec. 4. Mandates; accrued claims.—No law shall be passed mandating any 
political subdivision to pay any previously accrued claim. ; 
Sec. 5. State-wide laws.—This article shall not limit the power of the legislature 
to enact laws of state-wide concern. 


ARTICLE VIII. PUBLIC HEALTH AND WELFARE 


Section 1. Public health—The State shall provide for the protection and pro- 
motion of the public health. 

Sec. 2. Care of handicapped.—The State shall have power to provide for treat- 
ment and rehabilitation, as well as domiciliary care, of mentally or physically 
handicapped persons. 

Sec. 3. Public assistance-—The State shall have power to provide assistance for 
—— unable to maintain a standard of living compatible with decency and 
leaith, 

Sec. 4. Slum clearance, rehabilitation and housing.—The State shall have power 
to provide for, or assist in, slum clearance and the development or rehabilitation 
of substandard areas, including housing for persons of low income. 

Sec. 5. Public sightliness and good order.—The State shall have power to con- 
serve and develop its natural beauty, objects and places of historic or cultural 
interest, sightliness and physical good order, and for that purpose private property 
shall be subject to reasonable regulation. 


ARTICLE IX. EDUCATION 


Section 1. Public education.—The State shall provide for the establishment, 
support and control of a statewide system of publie schools free from sectarian 
control, a state university, public libraries and such other educational institutions 
as may be deemed desirable, including physical facilities therefor. There shall 
be no segregation in public educational institutions because of race, religion or 
ancestry; nor shall public funds be appropriated for the support or benefit of any 
sectarian or private educational institution. 

Sec. 2. Board of education.—There shall be a board of education, the members 
of which shall be nominated and, by and with the advice and consent of the senate, 
appointed by the governor from panels submitted by local school advisory coun- 
cils to be established by law. At least part of the membership of the board shall 
represent geographic subdivisions of the State. 

Sec. 3. Powers of the board of education.—The board of education shall have 
power, in accordance with law, to formulate policy, and to exercise control over 
the public school system through its executive officer, the superintendent of public 
instruction, who shall be appointed by the board and shall be ex officio a voting 
member thereof. 

Sec. 4. University of Hawaii.—The University of Hawaii is hereby established 
as the state university and constituted a body corporate. It shall have title to 
all the real and personal property now or hereafter set aside or conveyed to it, 
which shall be held in public trust for its purposes, to be administered and disposed 
of according to law. 

Sec. 5. Board of regents; powers.—There shall be a board of regents of the 
University of Hawaii, the members of which shall be nominated and, by and with 
the advice and consent of the senate, appointed by the governor. At least part 
of the membership of the board shall represent geographic subdivisions of the 
State. The president of the university and the superintendent of public instruc- 
tion shall be ex officio voting members of the board. The board shall have power, 
in accordance with law, to formulate policy, and to exercise control over the 
university through its executive officer, the president of the university, who shall 
be appointed by the board. 





ARTICLE X. CONSERVATION AND DEVELOPMENT OF RESOURCES 


Section 1. Resources; conservation, development, and use.—The legislature shall 
promote the conservation, development, and utilization of agricuitural resources, 
and fish, mineral, forest, water, land, game, and other natural resources. 

Sec. 2. Natural resources; management and disposition.—The legislature shall 
vest in one or more executive boards cr commissions powers for the management of 
natural resources owned or controlled by the State, and such powers of disposition 
thereof as may be authorized by law; but land set aside for public use, other than 
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for a reserve for conservation purposes, nced not be placed under the jurisdiction 
of such a board or commission. 

The mandatory provisions of this section shall not apply to the natural resources 
owncd by or under the control of a political subdivision or a department or agency 
thereof. 

Src. 3. Sea fisheries.— All fisheries in the sea waters of the State not included in 
any fish pond or artificial inclosure shall be free to the public, subject to vested 
richts and the right of the State to reguiate the same. 

Sec. 4. General laws required; exceplions.—The legislative power over the 
lands owned by or under the control of the State and its political subdivisions 
shall be exercised only by general laws, except in respect to transfers to or for thi 
use of the State, a political subdivision, or any department or agency thereof. 

Sec. 5. Farm and home ownership.—The public lands shall be used for the 
development of farm and home ownership on as widespread a basis as possible, 
in accordance with procedures and limitations prescribed by law. 


ARTICLE XI. HAWAIIAN HOME LANDS 


Section 1. Hawaiian Homes Commission Act.—Anything in this constitution 
to the contrary notwithstanding, the Hawaiian Homes Commission Act, 1920, 
enacted by the Congress, as the same has been or may be amended prior to the 
admission of the State, is hereby adopted as a law of the State, subject to amend- 
ment or repeal by the legislature, provided, that, if and to the extent that the 
United States shall so require, said law shall be subject to amendment or repeal 
only with the consent of the United States and in no other manner, provided, 
further, that, if the United States shall have provided or shall provide that 
particular provisions or types of provisions of said Act may be amended in the 
manner required for ordinary state legislation, such provisions or types of pro- 
visions may be so amended. 

The proceeds and income from Hawaiian home lands shall be used only in 
accordance with the terms of said Act, and the legislature may, from time to 
time, make additional sums available for the purposes of said Act by appropriating 
the same in the manner provided by law. 

Sec. 2. Compact with the United States —The State and its people do hereby 
accept, as a compact with the United States, or as conditions or trust provisions 
imposed by the United States, relating to the management and disposition of the 
Hawaiian home lands, the requirement that Section 1 hereof be included in this 
constitution, in whole or in part. it being intended that the Act or Acts of the 
Congress pertaining thereto shall be definitive of the extent and nature of such 
compact, conditions or trust provisions, as the case may be. The State and its 
people do further agree and declare that the spirit of the Hawaiian Homes Com- 
mission Act looking to the continuance of the Hawaiian homes projects for the 
further rehabilitation of the Hawaiian race shall be faithfully carried out. 


ARTICLE XII. ORGANIZATION, COLLECTIVE BARGAINING 


Section 1. Private employees.—Persons in private employment shall have the 
right to organize for the purpose of collective bargaining. 

Sec. 2. Public employees.—Persons in public employment shall have the right 
to organize and to present and make known their grievances and proposals to 
the State, or any political subdivision or any department or agency thereof. 





ARTICLE XIII, STATE BOUNDARIES, CAPITAL, FLAG 





Section 1. Boundaries.—The State of Hawaii shal! include the islands and 
territorial waters heretofore constituting the Territory of Hawa‘i. 
9 Sec. 2. Capital.—Honolulu, on the Island of Oahu, shall be the capital of the 
tate. 


Sec. 3. State flag—The Hawaiian flag shall be the flag of the State. 


ARTICLE XIV. GENERAL AND MISCELLANEOUS PROVISIONS 


Secrion 1. Civil Service.—The employment of persons in the civil service, as 
defined by law, of or under the State, shall be governed by the merit principle. 

Sec. 2. Employees’ retirement system.—Membership in any employees’ retire- 
ment system of the State or any political subdivision thereof shall be a con- 


tractual relationship, the accrued benefits of which shall not be diminished or 
impaired. 
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Sec. 3. Disqualification for disloyalty.—No person who advocates, or who aids 
or belongs to any party, organization, or association which advocates, the over- 
throw by force or violence of the government of this State or of the United States 
shall be qualified to hold any public office or employment. 

Sec. 4. Oath of office.—Al) public officers, before entering upon the duties of 
their respective offices, shall take and subscribe to the following oath or affirma- 
tion: “I Co solemniy swear (or affirm) that I will support and defend the Consti- 
tution of the United States, and the Constitution of the State of Hawaii, and 
that I will faithfully discharge my duties as __.._...._.____- to the best of my 
ability.” The legislature may prescribe further oaths or affirmations. 

Sec. 5. Intergovernmental relations.—The legislature may provide for coopera- 
tion on the part of this State and its political subdivisions with the United States, 
or other States and Territories, or their political subdivisions, in matters affecting 
the public health, safety, and general welfare, and funds may be appropriated to 
effect such cooperation. 

Sec. 6. Federal lands.—The United States shall be vested with or retain title 
to or an interest in or shall hold the property in the Territory of Hawaii set aside 
for the use of the United States and remaining so set aside immediately prior to 
the admission of this State, in all respects as and to the extent set forth in the 
act or resolution providing for the admission of this State to the Union. 

Sec. 7. Compliance with trust.—Any trust provisions which the Congress shall 
impose, upon the admission of this State, in respect of the lands patented to the 
State by the United States or the proceeds and income therefrom, shall be com- 
plied with by appropriate legislation. 

Sec. 8. Administration of undisposed lands.—The lands and other property, 
the final determination and disposition of which shal! not have been made by the 
Congress upon the admission of this State, shall, pending such determination and 
disposition, continue to be administered in accordance with the laws applicable 
thereto immediately prior to the admission of this State, except as the Congress 
may consent to any amendment of said laws, and no provision of this constitution 
for the exercise of powers or functions other than in accordance with such laws 
shall, without the consent of the Congress, apply to the lands or property 
administered. ‘ 

‘Sec. 9. Federal property, tar exemplion.— No taxes shall be imposed by the State 
upon any lands or other property now owned or hereafter acquired by the United 
States, except as the same shal] become taxable by reason of disposition thereof by 
the United States or by reason of the consent of the United States to such taxation. 

Sec. 10. Hawaii National Park.—All provisions of the act or resolution admit- 
ting this State to the Union, or providing for such admission, which reserve to the 
United States jurisdiction of Hawaii National Park, or the ownership or control 
of lands within Hawaii National Park, are consented to fully by the State and its 
people. 

Sec. 11. Judicial rights.—All those provisions of the act or resolution admitting 
this State to the Union, or providing for such admission, which reserve to the 
United States judicial rights or powers are consented to fully by the State and its 
people; and those provisions of said act or resolution which preserve for the State 
judicial rights and powers are hereby accepted and adopted, and such rights and 
powers are hereby assumed, to be exercised and discharged pursuant to this con- 
stitution and the laws of the State. 

Sec. 12. Titles, subtitles, personal pronouns; construction.—Titles and subtitles 
shall not be used for purposes of construing this constitution. 

Whenever any personal pronoun appears in this constitution, it shall be con- 
strued to mean either sex. 

Sec. 13. General power.—The enumeration in this constitution of specified 
powers shall not be construed as limitations upon the power of the State to provide 
for the general welfare of the people. 

Sec. 14. Provisions self-executing.—The provisions of this constitution shall be 
self-executing to the fullest extent that their respective natures permit. 


ARTICLE XV. REVISION AND AMENDMENT 


Section 1. Methods of proposal.—Revisions of or amendments to this constitu- 
tion may be proposed by constitutional convention or by the legislature. 

Src. 2. Constitutional convention.—The legislature may submit to the electorate 
at any general or special election the question, ‘Shall there be a convention to 
propose a revision of or amendments to the Constitution?” If any ten-year 
period shall elapse during which the question shall not have been submitted, the 
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lieutenant governor shall certify the question, to be voted on at the first general 
election following the expiration of such period. 

» Election of delegates.—If a majority of the ballots cast upon such question be in 
the affirmative, delegates to the convention shall be chosen at the next regular 
election unless the legislature shall provide for the election of delegates at a 
special election. f 

Notwithstanding any provision in this constitution to the contrary, other than 
section 3 of article XIV, any qualified voter of the district concerned shall be 
eligible to membership in the convention, 

Unless the legislature shall otherwise provide, there shall be the same number of 
delegates to such convention, who shall be elected from the same areas, and the 
convention shall be convened in the same manner, as nearly as practicable, as 
required for the Hawaii State Constitutional Convention of 19590. 

Organization; procedure.—The convention shall determine its own organization 
and rules of procedure. It shall be the sole judge of the elections, returns and 
qualifications of its members and, by a two-thirds vote, may suspend or remove 
any member for cause. The governor shall fill any vacancy by appoinment of a 
qualified voter from the district concerned. 

Ratification; appropriations.—The convention shall provide for the time and 
manner in which the proposed constitutional revision or amendments shall be 
submitted to a vote of the electorate, but no such revision or amendments shall 
be effective unless approved at a general election by a majority of all of the votes 
tallied upon the question, such majority constituting at least thirty-five percent 
of the total vote cast at such election, or at a special election by a majority of the 
total vote tallied upon such question, such majority constituting at least thirty- 
five percent of the total number of registered voters; provided, that no constitu- 
tional amendment altering this proviso or the representation from any senatorial 
district in the senate shall become effective unless it shall also be approved by a 
majority of the votes tallied upon the question in each of a majority of the counties. 

The provisions of this section shall be self-executing, but the legislature shall 
make the necessary appropriations and may enact legislation to facilitate their 
operation. 

Sec. 3. Amendments proposed by legislature—The legislature may propose 
amendments to the constitution by adopting the same, in the manner required 
for legislation, by a two-thirds vote of each house on final reading at any session, 
after either or both houses shall have given the governor at least ten days’ written 
notice of the final form of the proposed amendment, or, with or without such 
notice, by a majority vote of each house on final reading at each of two successive 
sessions, 

Upon such adoption, the proposed amendments shall be entered upon the 
journals, with the ayes and noes, and published once in each of four successive 
weeks in at least one newspaper of general circulation in each senatorial district 
wherein such a newspaper is published, within the two months’ period immedi- 
ately preceding the next general election. 

At such general election the proposed amendments shall be submitted to the 
electorate for approval or rejection upon a separate ballot. 

The conditions of and requirements for ratification of such proposed amend- 
ments shall be the same as provided in section 2 of this article for ratification at a 
general election. 

Sec. 4. Veto—No proposal for amendment of the constitution adopted in 
either manner provided by this article shall be subject to veto by the governor. 


ARTICLE XVI. SCHEDULE 


Representative districts 


Section 1. Description; number of members.—As provided in section 3 of article 
III, until the next reapportionment, the representative districts and the number 
of members to be elected from each shall be as follows: 

First representative district: that portion of the island of Hawaii known as 
Puna, one representative; 

Second representative district: that portion of the island of Hawaii known as 
South Hilo, four representatives; 

Third representative district: that portion of the island of Hawaii known as 
North Hilo and Hamakua, one representative; 

_ Fourth representative district: that portion of the island of Hawaii known as 
Kau and South Kona and that portion of North Kona, for convenience herein 
referred to as Keauhou, more particularly described as follows: from a point 
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at theseashore between the lands of Holualoa 1 and 2 and Puapuaa 2 running 
northeasterly along the boundary of Holualoa 1 and 2 to Puu Laalaau; (2) 
easterly in a straight line to a point called ‘‘Naohueleelua” being the common 
corner of the lands of Puuanahulu, Kaohe and Keauhou 2d; (3) southeasterly 
along the common boundary between Hamakua and North Kona districts to 
the summit of Mauna Loa; (4) westerly along the common boundary between 
Kau and North Kona districts to the easterly boundary of South Kona district; 
(5) northerly and westerly along the boundary between North and South Kona 
districts to the seashore; and (6) northerly along the seashore to the point of 
beginning, one representative; 

Fifth representative district: that portion of the island of Hawaii known as 
Kohela and that portion of North Kona not included in the fourth representative 
district, one representative; 

Sixth representative district: the islands of Molokai and Lanai, one representa- 
tive; 

Seventh representative district: the islands of Maui and Kahoolawe, five 
representatives; 

Eighth representative district: that portion of the island of Oahu known as 
Koolaupoko and Koolauloa, two representatives; 

Ninth representative district: that portion of the island of Oahu known as 
Waialua and Wahiawa, two representatives; 

Tenth representative district: that portion of the island of Oahu known as 
Ewa and Waianae, two representatives; 

Eleventh representative district: that portion of the island of Oahu, for con- 
venience herein referred to as Kalihi, more particularly described as follows: from 
the intersection of Kalihi and Auiki Streets running westerly along Auiki Street to 
Mokauea Street; (2) southwesterly along Mokauea Street Extension extended 
to a point on the outer edge of the reef; (3) westerly along the outer edge of the 
reef to a point on the Moanalua-Halawa boundary; (4) northerly and north- 
easterly along the Moanalua-Halawa boundary to the top of Koolau Range; 
(5) southeasterly along the top of Koolau Range to a place called “Puu Lanihuli”’; 
(6) southwesterly along the top of the ridge bet ween the lands of Kalihi, Kapalama 
and Nuuanu to Kalihi Street; and (7) southwesterly along Kalihi Street to the 
point of beginning, three representatives; 

»+Twelfth representative district: that portlon of the island of Oahu, for conven- 
ience herein referred to as upper Nuuanu, more particularly described as follows: 
from the intersection of King and Kalihi Streets running northeasterly along 
Kalihi Street to the ridge between the lands of Kalihi, Kapalama and Nuuanu; 
(2) northeasterly along the top of said ridge to a point on the Koolau Range 
called “‘Puu Lanihuli’’; (3) easterly along the top of said Range to Pali Road 
at the Nuuanu Pali; (4) southwesterly along Pali Road to Nuuanu Avenue and 
southwesterly along Nuuanu Avenue to School Street (5) northwesterly along 
School Street to the center line of the Kapalama Drainage Canal (Waikiki Branch); 
(6) southwesterly along said Canal to the center line of the main Kapalama 
Drainage Canal; (7) southwesterly along said Canal to King Street; and (8) north- 
westerly along King Street to the point of beginning, three representatives; 

Thirteenth representative district: that portion of the island of Oahu, for 
convenience herein referred to as Kapalama, more particulariy described as 
follows: from the junction of the Honolulu Harbor Channel and the reef running 
westerly along the outer edge of the reef to Mokauea Street Extension extended; 
(2) northeasterly along Mokauea Street Extension extended to Sand Island 
Road; (3) northeasterly along Mokauea Street Extension to Auiki Street; (4) 
easterly along Auiki Street to Kalihi Street: (5) northeasterly along Kalihi Street 
to King Street; (6) southeasterly along King Street to the center line of the 
main Kapalama Drainage Canal; (7) northerly along said Canal to the center 
line of the Kapalama Drainage Canal (Waikiki Branch); (8) northeasterly along 
said Canal to School Street; (9) southeasterly along School Street to Nuuanu 
Avenue; (10) southwesterly along Nuuanu Avenue to the sea; and (11) south- 
westerly along the middle of Honolulu Harbor and Honolulu Harbor Channel 
to the point of beginning, three representatives; 

Fourteenth representative district: that portion of the island of Oahu, for con- 
venience herein referred to as Pauoa, more particularly described as follows: from 
the junction of the Honolulu Harbor Channel and the outer edge of the reef 
running northeasterly along the middle of Honolulu Harbor Channel and Honolulu 
Harbor to the intersection of Queen Street and Nuuanu Avenue; (2) northeasterly 
along Nuuanu Avenue to Pali Road and northeasterly along Pali Road to the top 
of the Koolau Range at the Nuuanu Pali; (3) easterly and southerly along the 
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top of the Koolau Range to a point called ‘““‘Puu Konahuanui’’; (4) southwesterly 
along the top of the ridge between the lands of Nuuanu, Pauoa, and Manoatoa 
mountain peak called Puu Ohia or Tantalus; (5) southwesterly along the top 
of the ridge between the lands of Makiki and Kalawahine to the intersection of 
Nehoa Street and Lewalani Drive; (6) southerly along Lewalani Drive and Piikoi 
Street to Wilder Avenue; (7) easterly along Wilder Avenue to Punahou Street; 
(8) southerly along Punahou Street to King Street; (9) westerly along King Street 
to Kalakaua Avenue; (10) southerly along Kalakaua Avenue to the center line of 
the Ala Wai Canal; (11) westerly along said Canal and along the line of said Canal 
extended to the outer edge of the reef; and (12) westerly along the outer edge of the 
reef to the point of beginning, five representatives; 

Fifteenth representative district: that portion of the island of Oahu, for con- 
venience herein referred to as Manoa and Waikiki, more particularly described 
as follows: from the intersection of Kalakaua Avenue and the center line of the 
Ala Wai Canal running northerly along Kalakaua Avenue to King Street; (2) 
easterly along King Street to Punahou Street; (3) northerly along Punahou 
Street to Wilder Avenue; (4) westerly along W ilder Avenue to Piikoi Street; (5) 
northerly along Piikoi Street to Lewalani Drive; (6) Northerly along Lewalani 
Drive to Nehoa Street; (7) northeasterly along the top of the ridge between the 
lands of Makiki and Kalawahine to a mountain peak called Puu Ohia or 
Tantalus; (8) northeasterly along the top of the ridge between the lands of 
Pauoa, Manoa and Nuuanu to a point on the Koolau Range called Puu Kona- 
huanui; (9) southeasterly along the top of said Range to a place cailed Mt. 
Olympus; (10) southwesterly along the top of Waahila Ridge to the top edge of 
Palolo Valley; (11) southwesterly along the top edge of said Valley to the forest 
reserve boundary; (12) southwesterly along the southeasterly boundary of St. 
Louis Heights Tract, Series 2 (File Plan 464) to the southerly boundary of said 
Tract 100 feet southeasterly from Alencastre Street; (13) southw esterly parallel 
to and 100 feet from Alencastre Street and St. Louis Drive to Waialae Avenue; 
(14) westerly along Waialae Avenue to Kapahulu Avenue extended; (15) southerly 
across Waialae Avenue and along Kapahulu Avenue to Kalakaua Avenue; (16) 
westerly along Kapahulu Avenue extended to the outer edge of the reef; (17) 
northwesterly along the outer edge of the reef to a point on the line e eheniid of 
the center line of the Ala Wai Canal; and (18) easterly along said line to the point 
of beginning, six representatives; 

* Sixteenth representative district: that portion of the island of Oahu, for con- 
venience herein referred to as Kaimuki and Kapahulu, more particularly described 
as follows: from a point at the seacoast at a place called Black Point running 
westerly along the seacoast to Kapahulu Avenue extended to the sea; (2) easterly 
across Kalakaua Avenue and easterly and northerly along Kapahulu Avenue to 
Waialae Avenue; (3) easterly along Waialae Avenue to a point 100 feet easterly of 
St. Louis Drive; (4) northeasterly across Waialae Avenue then parallel to and 100 feet 
from St. Louis Drive and Alencastre Street to the southerly boundary of St. Louis 
Heights Tract, Series 2 (File Plan No. 464); (5) northeasterly along the south- 
easterly boundary of said Tract to the forest reserve boundary; (6) northeasterly 
along the top edge of Palolo Valley to the top of Waahila Ridge; (7) northeasterly 
along the top of Waahila Ridge to a point on Koolau Range called Mt. Olympus; 
(8) easterly along the top of the Koolau Range to the top of the ridge between the 
lands of Waialae Nui and Palolo; (9) southwesterly along the top of said ridge to a 

lace called Kalepeamoa; (10) southwesterly along Mauumae Ridge to Sierra 

rive; (11) southwesterly along Sierra Drive to Waialae Avenue; (12) easterly 
along Waialae Avenue to 13th Avenue; (13) southwesterly along 13th Avenue and 
Ocean View Drive to Kilauea Avenue; (14) westerly along Kilauea Avenue to 
Makapuu Avenue; (15) southwesterly along Makapuu Avenue to Diamond Head 
Road; and (16) southeasterly along Diamond Head Road to the Military Road and 
along the Military Road extended to the point of beginning, four representatives; 

Seventeenth representative district: that portion of the island of Oahu not in- 
cluded in any other representative district on the island of Oahu, together with 
all other islands not included in any other representative district, three repre- 
sentatives; 

Eighteenth representative district: the islands of Kauai and Niihau. four 
representatives. f 

Wherever a roadway, or the intersection of one or more roadways, is designated 
as a boundary in any of the above descriptions, the center line of such roadway 
or intersection is intended as such boundary. 
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Transitional provisions 


Sec. 2. Continuity of laws.— All laws in force at the time this constitution takes 
effect and not inconsistent therewith, including, among others, acts of the Congress 
relating to the lands in the possession, use, and control of the Territory of Hawaii, 
shall be the laws of the State and remain in force, mutatis mutandis, until they 
expire by their own limitation, or are altered or repealed by the legislature. 

Except as otherwise provided by this constitution, all existing writs, actions, 
suits, proceedings. civil or criminal liabilities, prosecutions, judgments, sentences, 
orders, decrees, appeals, causes of action, contracts, claims, demands, titles, and 
rights shall continue unaffected notwithstanding the taking effect of this consti- 
tution except that the State shall be the legal successor to the Territory in respect 
thereof, and may be maintained. enforced, or prosecuted, as the case may be, before 
the appropriate or corresponding tribunals or agencies of or under the State or of 
the United States, in the name of the State, political subdivision, person, or other 
party entitled to do so, in all respects as fully as could have been done prior to the 
taking effect of this constitution 

Sec. 3. Debts.—The debts and liabilities of the Territory shall be assumed and 
paid by the State. and al! debts owed to the Territory shall be collected by the 
State. 

Sec. 4. Bond acts.—All acts of the legislature of the Territory authorizing the 
issuance of bonds by the Territory or its political subdivisions are approved, 
subject, however, to amendment or repeal by the legislature, and bonds may be 
issued by the State and its poiitical subdivisions pursuant to said acts. When- 
ever in said acts the approval of the President or of the Congress is required, the 
approval of the governor shall suffice. 

Sec. 5. Continuance of officers.— Except as otherwise provided by this constitu- 
tion, all executive officers of the Territory or any political subdivision thereof and 
all judicial officers who may be in office at the time of admission of this State to 
the Union shall continue to exercise and discharge the powers and duties of their 
respective offices until their successors shall have qualified in accordance with 
this constitution or the laws enacted pursuant thereto. 

Sec. 6. Lieutenan! governor; secretary.—Unless otherwise provided by law, the 
lieutenant governor shall exercise and discharge the powers and duties of the 
secre ary of the Territory. 

Sec. 7. Residence, other qualifications.— Requirements as to residence, citizen- 
ship or other status or qualifications in or under the State prescribed by this 
constitution shall be satisfied pro tanto by corresponding residence, citizenship 
or other status or qualifications in or under the Territory. 

Sec. 8. Allocation of departments.—The provisions of section 6 of article IV 
shall not be mandatory until four years from the date of admission of this State 
to the Union. The legislature shall within three years from said date allocate 
and group the executive and administrative offices, departments and instrumen- 
talities of the state government and their respective functions, powers, and duties 
among and within the principal departments pursuant to said section. 

If such allocation and grouping shall not have been completed within such 
period, the governor, within one year thereafter, by executive order, shall make 
such allocation and grouping. 

Sec. 9. Condemnation of fisheries.—All vested rights in fisheries in the sea waters 
not included in any fish pond or artificial inclosure shall be condemned to the use 
of the public upon payment of just compensation, which compensation, when 
lawfully ascertained, shall be paid out of any money in the treasury of the State 
not otherwise appropriated. 


First officers, procedures 


Sec. 10. Elections.—In case the people of the Territory ratify this constitution 
and the same is approved by the duly constituted authority of the United States 
whose approval thereto may be required, the governor of the Territory shall, 
within thirty days after receipt of the official notification of such approval, issue 
a proclamation for primary and final elections, as hereinafter provided, at which 
officers for all state elective offices provided for by this constitution shall be 
nominated and elected; but the officers so to be elected shall in any event include 
two senators and two representatives to the Congress, and unless and until other- 
wise required by law, said representatives shall be elected at large. 
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Sec. 11. Election procedure; certification.—Said primary election shall take place 
not less than sixty nor more than ninety days after said proclamation, and the 
final election shall take place within forty days after the primary election. Such 
elections shall be held and the qualifications of voters thereat shall be as pre- 
scribed by this constitution and by the laws relating to the election of members of 
the legislature at primary and general elections. The returns thereof shall be 
made, canvassed, and certified in the manner prescribed by law with respect to the 
election for the ratification or rejection of this constitution. 
thereupon certify the results thereof to the President. 

Sec. 12. Proclamation of admission; assumption of office—Upon the issuance by 
the President of a proclamation announcing the results of said election and the 
admission of this State to the Union, the officers elected and qualified shall proceed 
> exercise and discharge the powers and duties pertaining to their respective 
offices. 


The governor shall 


Sec. 13. Governor and lieutenant governor.—The first governor and lieutenant 
governor shall hold office for a term beginning with the lection and ending at 
nocn on the first Monday in December following the second general election. 


ir 


Sec. 14. Certification, United States Senators and Representatives.—The governor 
of the State and secretary of state shall certify the election of the Senators and 
Representatives to the Congress in the manner required by law. For this purpose, 


the lieutenant governor of this State shall be deemed secretary of state. 

Sec. 15. First legislature; term of office—The terms of office of the members of 
the first legislature shall be as follows: 

Members of the house of representatives shall hold office for a term beginning 
with their election and ending on the day of the second general election held there- 
after. 

Members of the senate shall be divided into two classes. The first class shall 
consist of the following number elected with the highest number of votes from 
their respective senatorial districts: first district, three; second district, one; 
third district, two; fourth district, three; fifth district, two; and sixth district, two. 
Members of the first class shall hold office for a term beginning with their election 
and ending on the day of the third general election held thereafter. The remain- 
ing members elected shall constitute the second class and shall hold office for a 
term beginning with their election and ending on the day of the second general 
election held thereafter. 

*Sec. 16. First session of legislature—Ten days after the admission of this 
State to the Union, the legislature shall convene in special session. 

Sec. 17. Salaries of legislators.—Until otherwise provided by law in accordance 
with section 10 of article III, the saiary of members of the legislature shall be as 
follows: the sum of two thousand five hundred dollars for each general session, 
the sum of one thousand five hundred dollars for each budret session and the 
sum of seven hundred and fifty dollars for each special sessio1 

Sec. 18. Compensation of judges.—Until the legislature shall otherwise provide 
under Section 3 of Article V, the chief justice, justices of the supreme court and 
judges of the circuit courts shall receive as compensation for their services the 
sums of seventeen thousand five hundred dollars, seventeen thousand dollars 
and fifteen thousand dollars per annum, respectively, which shall, notwithstanding 
the provisions of Article V of this constitution, be subject to increase or decrease 
by the first session of the legislature. 


EFFECTIVE DATE 


This constitution shall take effect and be in full force immediately upon the 
admission of Hawaii into the Union as a State. 

Done in Convention, at Iolani Palace, Honolulu, Hawaii, on the twenty-second 
day of July, in the year one thousand nine hundred fifty, and of the Independence 
of the United States of America the one hundred and seventy-fifth. 


DELEGATES TO CONVENTION 


Samuel Wilder King, President; Thomas T. Sakakihara, Vice President: Arthur 
D. Woolaway, Vice President; Hiram L. Fong, Vice President; Charles A. Rice, 
Vice President; Hebden Porteus, Secretary; Trude M. Akau, J. Garner Anthony, 
Samuel K. Apoliona, Jr., Matsuki Arashiro, Marguerite K. Ashford,' Edward C 
Bryan, Alexander H. F. Castro, J. Pia Cockett, Ann H. Corbett, Randolph 
Crossley, Nelson Kiyoshi Doi, George Dowson, Yasutaka Fukushima, James F 





1 Has not yet signed Constitution. 
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Gilliland,~Flora Kaai Hayes, William H. Heen, Edward B. Holroyde, Teruo 
Ihara, Kazuo Kage, Frank Y. Kam, Masao Kanemaru, Charles Ernest Kauhane, 
Peter Kawahara, H. S. Kawakami, Elizabeth R. Kellerman, Harold T. Kido, 
Katsumi Kometani, John K. Lai, Nils P. Larsen, Herbert K. H. Lee, W. Harold 
Loper, Frank C. Luiz, Richard J. Lyman, Jr., Chuck Mau, Jack H. Mizuha, 
Earl A. Nielsen, Steere G. Noda, Frederich Ohrt, Tom T. Okino, John R. Phillips, 
Harold W. Rice, Herbert M. Richards, Harold 8. Roberts, Sakuichi Sakai, Toshio 
Serizawa, Clarence Y. Shimamura, Charles H. Silva, W. O. Smith, Richard St. 
Sure, C. Nils Tavares, Arthur K. Trask, James K. Trask, Henry A. White, Cable 
A: Wirtz, Benjamin O. Wist, James Kiyoji Yamamoto, Takao Yamauchi. 


Apprenpix K 


NaTIONAL Party PLANKS ON STATEHOOD ! 
1900 
DEMOCRATIC REPUBLICAN 


“We are not opposed to Territorial 
expansion when it takes in desirable 
territory which can be erected into 
States in the Union, and whose people 
are willing and fit to become American 
citizens. We favor expansion by every 
peaceful and legitimate means.” 

Promised immediate statehood to 
Arizona, New Mexico, and Oklahoma, 
and took stand favoring home rule for 
Territories. 


1904 


Immediate statehood for Arizona and Immediate statehood for New Mexico 
New Mexico. and Arizona. 

Administrative officials of all ‘‘Terri- Territorial officials “should be bona 
tories should be thoroughly qualified fide residents of the Territory in which 
by previous bona fide residence.” their duties are to be performed.” 

Application of land laws to Hawaii 
and promotion of homesteads. 


1912 


“Officials appointed to administer 
the government of all our Territories 
* %* * should be qualified by pre- 
vious bona fide residence.” 


1916 


Territorial officials “should be quali- Bona fide residence for Territorial 
fied by previous bona fide residence.” _ officials. 


1920 


Full Territorial government for “For Hawaii we recommend Federal 
* * * Alaska, “with view to ulti- assistance in Americanizing and edu- 
mate statehood accorded to all Terri- cating her greatly disproportionate for- 
tories of the United States since the eign population, home rule, and the re- 


beginning of our Government.” habilitation of the Hawaiian race.” 
Bona fide residents for Territorial 
Officials. 





! Planks for vears 1900-1936 from hearings before the Joint Committee on Hawaii, 75th Cong., 2d sess- 


Oct. 6-22, 1987 (Washington: Government Printing Office), pp. 557-559; planks for years 1940-48 from hear- 
ings before the Subcommittee of the Committee on the Territories, House of Representatives, 79th Cong., 
2d sess., Jan. 7-18, 1946 (Washington: Government Printing Office), pp. 896-897. 
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1924 


DEMOCRATIC 


Territorial self-government for Alas- 
ka. 


REPUBLICAN 


Favored Federal assistance in harbor 
improvements for Hawaii, the appro- 
priation of its share of Federal funds, 
and extension of homesteads for Ha- 
waiian race. 


1928 


“We favor appointment only of bona 
fide residents to office in the Terri- 
tories.”’ 


1932 


“We believe that the customary status 
of self-government * * * enjoyed 
by * * * the Territory of Hawaii 
should be maintained, and that officials 
* %* * should be bona fide residents 
of the Territory.” 


1940 


‘“‘We favor a larger measure of self- 
government leading to statehood for 
Alaska, Hawaii, * * *. We favor 
the appointment of residents to office 
and equal treatmert of the citizens of 
each of these * * * “Territories. 
We favor the prompt determination and 
payment of any just claims by Indians 
and Eskimos, citizens of Alaska, against 
the United States.” 

‘“‘We favor enactment of legislation 
granting the fullest measure of self-gov- 
ernment for Alaska, Hawaii, and Puerto 
Rico, and eventual statehood for Alaska 
and Hawaii.” 


“Hawaii, sharing the Nation’s obliga- 
tions equally with the several States, is 
entitled to the fullest measure of home 
rule and to equality with the several 
States in the right of her citizens and 
in the application of our national laws.”’ 


“Hawaii, which shares the Nation’s 
obligations equally with the several 
States, is entitled to the fullest measure 
of home rule looking toward statehood 
and to equality with the several States 
in the rights of her citizens and the 
application of all our national laws.” 


1946 


(Resolution of national committee, 
May 1946 


‘‘Whereas the Republican Party in its 
national platform has supported policies 
looking toward ultimate statehood for 
Hawaii; 

“Whereas the people of Hawaii have 
demonstrated beyond question their 
loyalty, patriotism, and, by an over- 
whelming vote, their desire to assume 
the responsibilities of statehood; 

“Whereas the capacity of the people 
of this Territory to assume the respon- 
sibilities of State government has been 
fully demonstrated; and 

‘‘Whereas the admission of the Ter- 
ritory of Hawaii as the forty-ninth 
State would be in fulfillment of a 
promise long made, is in keeping with a 
policy of self-determination, and would 
strengthen the position of this country 
ip the Pacific: Be it furthe: 
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DEMOCRATIC REPUBLICAN 


“Resolved, That the Republican Na- 


tional Committee endorse the effort of 
the people of Hawaii to obtain imme- 


diate statehood.” 


1948 
“We urge immediate statehood for ‘We favor 
Hawaii and Alaska; immediate deter- Hawaii * * *. 


mination by the people of Puerto Rico as 


to their form of government 


Go bh 


. American Water Works Association 


. Chamber 


). Disabled American Veterans 


. General 


. Railway 


4. Republican National Committee 
25. Soroptimists Clubs. - a ee 
26. United States Junior Chamber of Com- 


* * 


” 


~ 
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eventual statehood for 


National organizations adopting resolutions supporting statehood for Hawaii 


Association 


. American Legion 


. American National Livestock Association 
. American Veterans Committee... 


. Association of State and Territorial Health 


Officers. 
of Commerce of the 
States, board of directors. 


. Committee for Maritime Unity (went out | 


of existence in 1949) 


. Congress of Industrial Organizations, exec- | 


utive board. 


. Congress of the National Society of Delta 


Sigma Rho. 


Conference of the Methodist 


Church. 


2. General Council of Congregational Chris- 


tian Churches. 


. Governors’ National Conference. - 


. International Association for Identification 
. International Longshoremen’s and Ware- 


housemen’s Union. 


5. Kiwanis Club 
. Lions International 


. National Association of Real Estate Boards 
. National Association of Sanitarians_- 


. National Education Association - 
. National Federation of Women’s Republi- 


can Clubs. 


. National Society, Daughters of the Ameri- 


can Revolution. 
Labor 
(motion). 


Executive Association 


merce, board of directors. 


. Veterans of Foreign Wars 


. World Trade Committee ; oe 

. Young Women’s Christian Association 
. Zonta Clubs of America y 
. Attorneys General Association 
. National Grange 


United | 








Convention held 


San Francisco, Calif 

Philadelphia, Pa 

Boise, Idaho 

National convention, Des 
Moines, Iowa. 


| National convention, New 


York. 


Annual meeting 


San Francisco 


National convention, Chicago, 
Til. 

Convention, Las Vegas, Nev 

Convention, New York, N. Y 

Convention, Cleveland, Ohio 

Boston, Mass... 


Convention, Oberlin, Ohio 


Salt Lake City, Utah 
Portsmouth, N. H 
Colorado Springs, Colo. 
Rochester, N. Y 


7th biennial convention, San 
Francisco, Calif. 
36th annual convention, Los 
Angeles, Calif. 
Philadelphia, Pa 
New York City 
| Atlantie City, N. J 
14th annual convention, Salt 


Lake City, Utah 
Convention at Buffalo, N. Y 
Convention at Chicago, Tl 
55th Continental Congress, At- 
lantic City, N. J. 
Washington, D. C 
Tulsa, Okla e. 


St. Louis, Mo 
Miami, Fla 


San Francisco 


| Swampscott, Mass 
| St. Paul, Minn 


Sacramento, Calif 


| 


| 





| Aug. 17 


Dates 


February 1946. 
September 1949, 
Jan. 13-15, 1948 


| June 14-16, 1946. 


June 1948. 


.| April 1946. 


Nov. 22, 1946; Apr. 28, 
1948. 
May 6-11, 1946. 


May 17-19, 1949. 


Apr. 10-12, 1947. 
Apr. 4, 1949. 

23, 1947. 
Aug. 15-21, 1948. 


Aug. 15-21, 1949. 


May 10, 1948. 


June 24, 1948. 
July 17, 1947 
June 13-16, 1948, 
June 22, 1949. 
July 18, 1946 
Apr. 7-11, 1947. 
June 6-10, 1948. 
July 20, 1946. 
July 29, 1948. 
Nov. 15, 1946 


Sept. 15-17, 1947. 


July 1946. 
March 1947. 


May 20-23, 1946. 
Apr. 27, 1949. 


April 1946. 


Aug. 21, 1947. 
Aug. 29Sept. 3, 1948. 
Aug. 21-Sept. 26, 1949. 


February 1947. 
Mar. 14, 1949. 
June 1946. 
Oct. 13, 1949. 
Nov. 23, 1949. 
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AppenpIxX M 


Section 73 (a) of the Hawaiian Organic Act (42 Stat. 116) to which reference 
is made in Section 3 (c) of H. R. 49 (pg. 15): 

Sec. 73. (a) That when used in this section— 

(1) The term ‘“‘commissioner’”’ means the commissioner of public lands of the 
Territory of Hawaii; 

(2) The term “land board”? means the board of public lands, as provided in 
subdivision (1) of this section; 

(3) The term “public lands” includes all lands in the Territory of Hawaii 
classed as government or crown lands previous to August 15, 1895, or acquired 
by the government upon or subsequent to such date by purchase, exchange, 
escheat, or the exercise of the right of eminent domain, or in any other manner; 
except (1) lands designated in section 203 of the Hawaiian Homes Commission 
Act, 1920; (2) lands set apart or reserved by Executive order by the President; 
(3) lands set aside or withdrawn by the governor under the provisions of sub- 
division (g) of this section; (4) sites of public buildings, lands used for roads, 
streets, landings, nurseries, parks, tracts reserved for forest growth or conserva- 
tion of water supply, or other public purposes; and (5) lands to which the United 
States has relinquished the absolute fee and ownership, unless subsequently 
placed under the control of the commissioner and given the status of public 
lands in accordance with the provisions of this Act, the Hawaiian Homes Com- 
mission Act, 1920, or the Revised Laws of Hawaii of 1915; and 

(4) The term ‘‘person” ineludes individual, partnership, corporation, and 
association. 








MINORITY VIEWS 


The case against making Hawaii a State of the Union at this time 
rests largely upon the following three propositions: 

(1) The single really big labor union in Hawaii, the International 
Longshoremen’s and Warehousemen’s Union, w hich controls shipping, 
loading and unloading, sugar, and pineapples, is itself absolutely con- 
trolled by known Communists. Communism has also penetrated very 
deeply into many of the leading political and social organizations of 
the islands. 

(2) International communism, through its firm grip on the ILWU 
and its influence on the political structure, can completely dominate 
the economic life of the islands. By strikes or other means it can 
bring all economic activity in the islands to a dead halt for an indefinite 
period, and in fact virtually starve them into submission to its de- 
mands. Since the allegiance of Communists is to Moscow rather than 
to the United States Government, this power is likely to be used for 
political ends rather than for the attainment of economic goals. It 
undoubtedly can and will be used to hamper the rearmament effort 
and the conduct of military operations in Korea. 

(3) It would be a terrible mistake to grant statehood to any Terri- 
tory whose economic life and policy is so completely dominated by 
Communists. If statehood should once be granted, under our Con- 
stitution it can never be revoked, no matter how strong an influence 
Communists may attain in the new State. 

The first two propositions given above are based on irrefutable facts 
which have been developed fully on a number of occasions, particularly 
in the 1949 report by Senator Butler to the Senate Committee on 
Interior and Insular Affairs, entitled “(Communist Penetration of the 
Hawaiian Islands,’’ and in the minority views as contained in the 
Senate report on the Hawaiian statehood bill last year (S. Rept. No. 
1928, 8ist Cong., 2d sess.). The facts contained in these two previous 
reports have never been challenged or denied by any responsible source. 
If the first two propositions given above are admitted, it seems to us 
the third necessarily follows as a matter of simple logic. 

None of the facts cited in these exposures of the Communist situa- 
tion in Hawaii has ever been denied. The only answer ever given has 
been the retort that there are also Communists in most of the present 
States. Such an answer does not meet the realities of the problem. 

In none of the existing States is the entire food supply of the popula- 
tion dependent upon offshore sources as it is in Hawaii. In none of 
the existing States is there only one really big dominating union con- 
trolling all the principal industries, and that one Communist-controlled. 
In none of the existing States has communism achieved such a status of 
toleration, and even respectability, as in Hawaii. 

In some of the States there may be more Communists than there are 
in Hawaii today. In none of them has the Communist minority 
achieved such a powerful position of leverage over the vital economic 
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processes upon which the entire life of the community depends. The 
threat of communism is not based on the numerical size of the Com- 
munist minority. Communists everywhere, even in Russia, are only 
a small minority. It is all a matter of the extent of control wielded 
by those few Communists over the economic, political, and social in- 
stitutions. 

Some proponents of Hawaiian statehood insist that communism 
can be controlled as well or better by the people of Hawaii after state- 
hood has been granted. We do not believe the record bears out this 
assertion. Despite repeated exposures of the Communist menace, 
the power of communism in the ILWU and other institutions of 
Hawaiian life has not been destroyed or even noticeably weakened. 
There has been a great deal of public protest and indignation by 
patriotic citizens of the islands against Communist influence, but no 
effective results have yet been achieved. 

The 1949 Butler report, cited above, exposed the whole problem in 
detail, giving factsand namingnames. Early in 1950, a subcommittee 
of the House Committee on Un-American Activities visited the islands, 
and exposed the whole movement very thoroughly. It definitely 
proved the Communist affiliations of a number of ILWU officials, 
figures in the Territorial Democratic Party, and others, published 
several reports on Communist fronts, such as the Hawaii Civil Liber- 
ties Committee and the Honolulu Record. It cited for contempt 
39 Hawaiian residents who refused to answer the simple question of 
whether they were or had ever been members of the Communist 
Party. Subsequently, the minority views on the Hawaiian statehood 
bill of last year brought the account of the Communist conspiracy 
in Hawaii up to date, particularly with reference to its infiltration into 
the Democratic Party organization there. It is suggested that Mem- 
bers of the Senate desiring more information on communism in Hawaii 
consult these reports. 

A great deal of public indignation has resulted from these disclosures. 
Early this year, a commission on subversive activities reported again 
on the danger created by the existence of this conspiracy. 

But nothing really effective has yet been done to rout out the 
Communists from their positions of influence. Known Communists 
continue to control the ILWU completely. So far as we know, several 
of the 39 cited for contempt still serve on the Territorial executive 
committee of the Democratic Party in Hawaii. All 39 of those cited 
for contempt by the House Committee on Un-American Activities 
were given their complete freedom, and are today allowed to carry 
on their activities unhampered. 

More than that, many known Communists are still so commonly 
accepted by the other residents of Hawaii that they are permitted 
to infiltrate openly into reputable social and charitable organizations 
and even into official positions in the Territorial government. To 
quote from a news story contained in one organ of Hawaiian opinion: 

Since VJ-day in 1945 there have been over 40 separate documents issued by 
official Government agencies, Federal and Territorial, reporting the findings of 
subversive activities in Hawaii. 

Under the law, and in spite of the official disclosures, the men and women 


termed “subversives” and “‘Communists” are still at large and continue their 
activities unhindered and unrestricted. 
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Ralph Vossbrink almost gets an appointment to a city of Honolulu post; 
Ernest Arena until recently held an official Territorial appointment; John Reinecke 
continues to support himself and family as a consultant, adviser, and “‘educator,”’ 
though fortunately no longer a teacher of our youth in our public schools.! 


The men named in this account, Vossbrink, Arena, and Reinecke, 
are all known Communists. This story might have added that com- 
munism is so respectable in Hawaii that the leading Communist of 
them all, Jack Hall, is invited to serve on the board of sponsors of such 
a widely respected charitable organization as the Society for Crippled 
Children. 

The grip held by the Communists on the International Longshore- 
men’s and Warehousemen’s Union is particularly dangerous because 
of the power of this union to completely control the economic life of 
the islands. This union, holding its first biennial conference since its 
expulsion from the CIO, selected Honolulu as the site for the conven- 
tion because its leader, Harry Bridges, knew his strongest supporters 
were in the Hawaiian locals. Bridges, now out on bail pending his 
appeal from his conviction for perjury, denounced the United States 
and all it stood for in his keynote address to the delegates to the union 
convention. He was reelected president of the international union 
by a tremendous majority, and not one of the delegates from the 
Hawaiian locals voted against him. In fact, not one of the Hawaiian 
delegates opposed the Bridges policies at that convention on anything. 
The convention is well described in the following paragraphs from an 
editorial in one of the daily Honolulu newspapers: 

Any illusions that the International Longshoremen’s and Warehousemen’s 
Union would reject its Communist-line policy in time of national crisis for the 


good of the Nation was promptly and forcefully laid to rest by the truculent left- 
wing union’s biennial convention just concluded here. 

With only a futile and outshouted minority opposition, President Harry Bridges 
and his organization led the convention down the Red-lined path of party line 
policy straight as an arrow in a carefully staged and well-executed display of 
ILWU “democracy.” 

The resolutions introduced and ‘‘yessed” by instructed delegates condemned 
everything and anything—except Soviet Russia. They implied, to say the least, 
that the United States was an aggressor in Korea. They built up a struggle for 
survival between the working class on the one hand and an unholy alliance of 
Government and big business on the other.” 


Of particular importance in the immediate future is the sworn 
determination of the ILWU leadership to tie up all shipping in and 
out of Hawaii for an indefinite period unless a wage agreement recently 
negotiated is put into effect, despite the fact that the w age increases 
and other benefits requested are far in excess of the Government’s 
wage stabilization policy. 

This determination has nothing to do with a legitimate dispute 
about hours, wages, and other labor benefits. When Harry Bridges 
calls his strike this year, it will not be his primary purpose to achieve 
benefits for his men. He will simply use the Government’s wage 
stabilization policy as an excuse for a strike—and he will be glad to 
have an excuse. He will be delighted to have a plausible reason for 
tying up all shipping, including perhaps military supplies destined 
for Korea, for an indefinite period. 

He will be glad, indeed, if the Government’s wage police; y is such as 
to prevent any agreement from ever being reached. The more the 


—_— 


“Tmua” Spot-Light, April 1951, p. 3. 
2 The Honolulu Advertiser, April 8, 1951, p. 6. 
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agony can be prolonged, the better. Since he holds Hawaii’s food 
supply in the hollow of his hands, it is evident that Hawaii may be 
in for a rough time this year. The last big strike that Harry Bridges 
had, closed down all commerce to and from the islands for over 6 
months, and he probably plans to set a new record this time. 

An additional objection of great importance is the fact that we 
have never before admitted a State not contiguous to the mainland. 
Statehood for Hawaii would therefore constitute a sharp break in 
precedent. The point is particularly important right at this time in 
view of the world-wide communist menace. Granting statehood to 
Hawaii might expose our salient in the Pacific to extreme danger, if 
the power of communism there should continue to grow. So long 
as the islands remain in Territorial status we can be sure that our 
military and naval forces will safeguard them adequately, but that 
may not be true under statehood. Tt see ‘ms only elementary prudence 
to reject any radical changes at this time, at least until they can be 
made safely. 

In the face of these facts, it is difficult to understand how any 
Member of the Senate can seriously consider granting statehood to 
Hawaii until the Communist issue has been settled. In previous re- 
ports, it has been shown that international revolutionary communism 
has a firm grip on the economic, political, and social life of the Terri- 
tory of Hawaii. That statement is just as true today as it has been 
in the past—and the times are far more perilous. We feel strongly 
that Hawaii should not be granted statehood until we are sure we 
are not adding a red star to the 48 white ones of the American flag. 

Hvueu Burier. 
GrorGe W. MALone. 
GEORGE A. SMATHERS. 
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PROVIDING FOR THE ADMISSION OF ALASKA INTO THE 
UNION 
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"Maxoney, from the Committee on Interior and Insular Affairs, 


i oa submitted the following 
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Together with 


MINORITY VIEWS 
[To accompany 8. 50] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 50) to provide for the admission of Alaska into the 
Union, having considered the same, report favorably thereon with 
amendments and with the recommendation that the bill as amended 
do pass, 


PURPOSE OF THE BILL 


The purpose of S. 50 is to enable the strategically situated and richly 
endowed Territory of Alaska to enter the Union as a State, on a free 
and equal basis with the present 48 States. The bill provides the legal 
and political means of achieving this purpose by— 

(1) Authorizing the people of the Territory to elect delegates on 
the basis of the 1950 census to a nonpartisan constitutional con- 
vention which would draft a proposed State constitution and 
submit it to the people of the Territory for ratification; 

(2) Setting forth specific provisions which must be a part of the 
State constitution, such as, for example, that it ‘‘shall be re- 
publican in form, shall make no distinction in civil or political 
rights on account of race or color,” and that it shall provide that— 
no person who advocates, or who aids or belongs to any party, organization, 
or association which advocates the overthrow by force or violence of the 
government of the State of Alaska or of the United States shall be qualified 
to hold any public office of trust or profit under the State constitution. 


The new State and its people must also in the State constitution 
disclaim all right and title, not only to any lands or other property 
of the United States not conveyed or confirmed to the State or 
its political subdivisions, but also 











2 PROVIDING FOR THE ADMISSION OF ALASKA INTO THE UNION 


to any lands or other property (including fishing rights), the right or title to 
which may be held by any Indians, Eskimos, or Aleuts (hereinafter called 
natives), or is held by the United States in trust for said natives; 

(3) Providing for approval of the proposed State constitution 
by the Congress; 

(4) Granting some 23,000,000 acres of lands to the new State, 
to be selected by it, and for transfer to the State of control over 
the highly important Alaskan fisheries and wildlife, except those 
which are subject to international agreement or are included 
within the reserved native rights. The land-grant provisions are 
the most generous ever accorded a public-land State upon 
admission. 

By reason of the provision requiring that the State constitution 
“shall make no distinction in civil or political rights on account of 
race or color,” and the additional provision requiring a specific clause 
in the constitution to protect native rights, the bill extends an oppor- 
tunity to the people of Alaska, through their elected delegates to the 
constitutional convention, to make clear that the natives are and 
shall continue to be full citizens of the new State of Alaska, as they 
are now full citizens of the United States. Although natives consti- 
tute a minority of the population of Alaska, there are six such natives 
presently holding office as respected and influential members of the 
Territorial legislature. 

The right of the Federal Government to legislate with respect to 
natives is not impaired by the bill and cannot be impaired by the State 
constitution. 

HISTORY OF THE LEGISLATION 


The Constitution of the United States provides in article IV, 
section 3: 
New States may be admitted by the Congress into this Union. 


Since 1787, the Congress has exercised the authority conferred by 
the quoted section of the Constitution on 30 different occasions by 
providing for admission of the 35 States which have become a part of 
the Union on a “free and equal footing” with the Original Thirteen. 

As to Alaska specifically, a bill to permit the Territory to become a 
State was introduced in the Sixty-fourth Congress in 1916 by Judge 
James Wickersham, then Alaskan Delegate. During the 35 years 
since then, proposed legislation for the same purpose has been before 
the succeeding Congresses intermittently. In the Eightieth Congress, 
extensive hearings on statehood for Alaska were conducted by the 
House Public Lands Committee in a number of centers in Alaska as 
well as in Washington. 

In the Eighty-first Congress, the Senate Interior and Insular Affairs 
Committee gave most careful consideration during April, May, and 
June of 1950, to H. R. 331, an Alaskan statehood bill sponsored by 
the popularly elected Delegate frem Alaska which had passed the 
House, after hearings and debate, on March 3, 1950. Both opponents 
and proponents of the legislation appeared before the committee and 
were given unlimited opportunity to discuss the measure. In addi- 
tion, hundreds of telegrams and letters were received and were care- 
fully considered. 

After all interested parties had been given full opportunity to 
present their views, the committee met in extended executive sessions 
to discuss each provision of the measure and to work out amendments 
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in accordance with the facts brought out at the hearings and in the 
communications. A majority of the committee was firmly of the 
opinion that the bill which it then reported out, as amended, had the 
support of by far the greater part of the inhabitants of Alaska in all 
walks of life. 

A motion to take up the Alaska statehood bill was made near the 
close of the Eighty-first Congress and was debated on the floor of the 
Senate from November 27 through December 4 of last year. The 
motion finally was withdrawn to permit action on other urgently 
needed defense measures. 

At the opening of the Eighty-second Congress, the Alaska statehood 
bill was promptly reintroduced in substantially the form in which 
H. R. 331 of the Eighty-first Congress was amended by the Senate 
committee. The only material change was deletion of the highly 
controversial so-called “Indian rights” section (sec. 5 (1) of H. R. 331, 
8ist Cong.) by which the power of the Secretary of the Interior to 
withdraw lands for native reservations would have been temporarily 
suspended during the period the Territory was in the process of 
becoming a State under the bill. There is no such provision in 3S. 50. 

The committee immediately began consideration of the bill, and 
its companion measure, 5 49, providing statehood for Hawaii; the 
previous hearings were made a part of the record; communications 
respecting the matter were considered; and the views of executive 
agencies and the elected officials of the Territory sought. 

After several weeks of detailed consideration, the committee, by 
majority vote, authorized favorable reports on the statehood measures 
with perfecting amendments. 


PRIMARY REASONS FOR STATEHOOD 


The committee believes tha’, statehood for Alaska is in the best 
interests of the United States as a whole and of the people of the 
Territory in particular. Some of the primary bases for this conclu- 
sion are outlined below. 

National defense.—In a supplemental 1eport on statehood to the 
committee dated September 15, 1950, made after the outbreak of the 
Korean hostilities and at a time when United Nations forces were 
engaged in some of their bloodiest fighting against the Communist 
hordes, the Secretary of Defense stated: 

* * * recent events in the Pacific seem to me to give added point and empha- 
sis to the statements contained in my letter of April 18. 

In the formal report of the Defense Department, dated April 18, 
1950, to which the Secretary referred, the Department stated in part: 

It is obvious that the more stable a local government can be, the more successful 
would be the control] and defense of the area in case of sudden attack. There can 
be no question but that in the event of an attack any State would be immensely 
aided in the initial stages of the emergency by the effective use of the State and 
local instrumentalities of law and order. By the same token it would seem to 
me that, as persons in a position to assist the Federal garrisons which might 
exist in Hawaii or Alaska, the locally elected governors, sheriffs, and the locally 
selected constabulary and civil defense units, all would be of tremendous value in 
cases of sudden peril. Therefore, my answer to your question is that statehood 
for Alaska and Hawaii would undoubtedly give a considerable added measure 
of strength to the over-all defense of both areas in event of emergency. 

In general, Alaska’s highly strategic position in world affairs today 
is too well known to the Members of the Senate to require elaboration 
in this report. The committee will point out briefly that a mere 54 
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miles of the Bering Strait separate it from Soviet territory. The 
peninsula is the ancient land bridge, anthropologists and archeologists 
believe, between Asia and the American Continent over which pre- 
historic man crossed. It is the only part of the American Continent 
which suffered actual invasion and enemy occupation in World War II. 

The international boundary is virtually on the shores of Big and 
Little Diomede Islands, the latter of which is a part of Alaska. The 
shortest, most direct air route between Soviet centers and inland 
cities of the United States, such as Detroit, Omaha, Denver, is across 
the narrow Arctic waters which wash Alaska’s northern shores. 

The strategic importance of Alaska can perhaps be summed up in 
the succinct words of America’s air-power pioneer, Gen. Billy Mitchell: 
“He who holds Alaska holds the world.”’ 

The committee recognizes that from the point of view of military 
tactics, strictly speaking, statehood would work no immediate change 
in the military situation with respect to Alaska. Geography and 
climate will remain the same, obviously, and our Army, Navy, Air 
Force, and Marines will fight to defend Alaska as well under a Terri- 
torial status as under a statehood status. And there is no reason to 
believe that the loyal, patriotic citizens of Alaska, a very large pro- 
portion of whom were born in one of the States, would not fight 
equally hard and make equally great contributions and sacrifices if 
their homes are in a Territory rather than a State in the event 
of another war with an enemy capable of invading the American 
Continent. 

However, as stated by the Secretary of Defense, it is a military 
axiom that a populous area with a developed economy and a stable 
citizenry and political institutions is a bulwark against invasion, 
militarily and psychologically. 

The text of both reports from the Department of Defense is set forth 
in full below. 

In each of the 30 instances in which new States have been admitted to 
the Union since its formation, a marked expansion in population and 
economic development has followed forthwith. In no instance has 
such expansion failed to follow statehood. There is every reason to 
believe this historic process will be repeated in Alaska. As stated 
by the Secretary of the Interior in appearing personally before the 
committee last spring: 

It is understandable that persons will not go to Alaska from the States in great 
numbers if they thereby relinquish the privilege of participating in national affairs 
through their representation in Congress and through their participation in Presi- 
dential elections, if they thereby remain subject to Federal taxation but lose their 
voice in making the laws under which the taxes are levied upon them (hearings on 
H. R. 331, 81st Cong., 2d sess., pp. 28, 29). 

Foreign policy—Americans traditionally have had a deep-rooted 
respect for world opinion. The founding fathers set forth in the 
Declaration of Independence that— 

* * * a decent respect to the opinions of mankind requires that they should 
declare the causes which impel them to the separation. 

In accordance with this tradition, the committee gave serious con- 
sideration to the effect upon world opinion of the passage or failure of 
the statehood bill. Among other things, it studied with care the 
testimony last spring of the Honorable John D. Hickerson, Assistant 
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Secretary of State for United Nations Affairs, representing the Sec- 
retary of State. Mr. Hickerson, said in part: 


The Department of State has indicated in a recent letter to the chairman of this 
committee its general support for the admission of Alaska into the Union. You 
placed that letter into the record a moment ago, sir. The Department of State 
considers that the admission of Alaska would be another step in accord with the 
traditional policy of the United States toward the peoples of Territories under its 
administration who have not yet become fully self-governing. The admission of 
Alaska to the Union on a basis of full equality with the States presently in that 
Union would be an act in fulfillment of obligations assumed by the United States 
under the Charter of the United Nations. 

If I may, Mr. Chairman, I will refer briefly to the specific provisions of the 
United Nations Charter which bear upon this point. Chapter XI of the United 
Nations Charter is a Declaration Regarding Non-Self-Governing Territories. 
Under that chapter, the United States, as the Government responsible for the 
administration of Alaska, accepted the obligation, among others ‘“‘to develop self- 
government, to take due account of the political aspirations of the peoples, and to 
assist them in the progressive development of their free political institutions. 
* * *)? 

The Department of State considers that favorable action by the Congress on the 
bill to provide statehood for Alaska would be in fulfillment of this obligation and 
would accordingly serve to support American foreign policy and to strengthen the 
position of the United States in international affairs. The Department of State 
would welcome the opportunity of conveying to the United Nations, on behalf of 
the Government and people of the United States, the information that the Terri- 
torial status of Alaska had terminated with the admission of Alaska into the United 
States as a State with full and equal rights and participation in the Union with 
other States (hearings on H. R. 331, 81st Cong., 2d sess., p. 68). 


That Assistant Secretary Hickerson’s views are still those of the 
Department of State was confirmed by the official report of the De- 
partment ot the committee on S. 50, dated January 25, 1951. In 


this report, which is set forth in full below, the Department of State 
said: 


Accordingly, statehood for Alaska would serve to support American foreign 
olicy and to strengthen the position of the United States in international affairs, 

he views of the Department of State had been previously recorded in letters 
furnished you on June 29 and July 7, 1949, and April 20, 1950. 

The Department of State continues to support strongly statehood for Alaska 
Since statehood is the status desired by a substantial majority of the people of 
Alaska, the granting of statehood to the Territory would be still further evidence 
of the eagerness of the Government to take into account the political aspiration 
of United States Territories. 


The Secretary of the Interior also in his appearance before the 
committee vigorously urging passage of the statehood measure stated: 


The people of Alaska are citizens of the United States. They are asking to 
become citizens of a State of the Union as well, just as people living in the continen- 
tal United States are. This aspiration is a legitimate one. The United States as 
it exists today grew out of just such aspirations. In view of the historical prece- 
dents for admission to the Union of incorporated Territories, [| would say that we 
have an obligation to admit Alaska, and that if we are to say ‘‘No”’ to the request of 
the people of Alaska, we must have very good reasons to justify our action not 
only to them and to ourselves, but to the world. I have heard no reasons which 
have substance. The United States has spoken out loudly and firmly against 
colonialism in world councils, but surely to require a people qualified for the ulti- 
mate in self-government to continue in a dependent status is to foster colonialism 
(hearings on H. R. 331, 8lst Cong., p. 27). 


In connection with the testimony of the Assistant Secretary of State, 
the committee wishes to state clearly that it is not contending that 
statehood for Alaska is a definite obligation of the United States under 
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the United Nations Charter. The committee believes that the people 
of the United States have nobly and well fulfilled their fundamental 
obligations to the people of Alaska in promoting the general welfare 
and in fostering the high degree of economic, social, and political 
development which the Merritery has attained. 

However, the committee believes, as the representative of the 
Department of State set forth, that statehood would be a logical and 
merited development for Alaska—one of the only two remaining 
incorporated Territories which have not yet achieved the destiny of 
all of the other incorporated Territories: namely, statehood. 

In development of this idea, the committee wishes to call particular 
attention to the legal study prepared by Interior Department attor- 
neys under the direction of the Secretary, and submitted to the com- 
mittee by the Secretary at the request of the chairman. This memo- 
randum of law is set forth in full as an appendix to this report 
(appendix B). 

Economic development.—In addition to the advantages to national 
security and the furtherance of America’s leadership in world affairs, 
statehood for Alaska is desirable for America’s peacetime development 
and economic expansion. The region has the greatest reserves of 
untapped raw materials—minerals, forest, and sea products—under 
the American flag. The attention of the Senate is directed to a 
series of short monographs on the subject of Alaska’s natural wealth 
and industrial potentialities prepared at the committee’s request by 
the Department of the Interior, found in the appendix of last spring’s 
hearings starting at page 504, and to the United Nations reports on 
Alaska. 

Alaska’s gold and furs have been glamorized by Jack London, 
Rudyard Kipling, Robert W. Service, and other writers, but the 
Territory has far more valuable resources in her iron ore, coal, copper, 
lead and zinc, and even tin. Tin is, of course, a strategic mineral, 
imported at great cost in money and manpower during the war. 
Other strategic minerals found in Alaska are antimony, mercury, and 
chromite. 


As to forest products, a memorandum from the Department of the 
Interior states: 


One of Alaska’s more important industrial potentials is that of wood-dissolving 
pulp, a high-quality bleached pulp used in the manufacture of rayon, staple fiber, 
cellophane, plastics, and similar commercial products. The demand for this 
wood-dissolving pulp has been steadily increasing, and it has been estimated that, 
by 1955, the world shortage, taking into account planned additions to miil capacity 
elsewhere, will amount to 375,000 tons annually. Tests have shown that much of 
the forests of southeastern Alaska are particularly well suited for production of 
this pulp. The Tongass National Forest alone can sustain, on a perpetual-yield 
basis, the daily production of 3,000 tons of wood-dissolving pulp. The long-term 
market price of this product is expected to exceed $150 per ton, The low costs 
of timber in Alaska would make it possible for the industry there to compete 
successfully with other producing areas despite higher costs for transportation to 
establish markets. The market for wood-dissolving pulp, it should be noted, is 


much more stable than that for paper-quality pulps (hearings on H. R, 331, 81st 
Cong., p. 509). 


Power sites and facilities for development of hydroelectric power, 
as well as coal reserves, are officially described as “‘tremendous.”’ An 
Prey gr start already has been made in this direction. Authoriza- 

tion for the construction, operation, and maintenance of the Eklutna 
hydroelectric power project was granted by the Eighty-first Congress 
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(Public Law 628, approved July 31, 1950). This project, located 
near Anchorage, Alaska, will supply power for essential military and 
civilian needs in an area where a critical power —— exists. Its 
planned output will be 140,000,000 kilowatt-hours a year, and even 
this is capable of expansion. The power will be Meoneed of in accord- 
ance with the basic principles of the Federal public power policy as 
now established by law, and the costs of constructing, operating, and 
maintaining the project will be reimbursed by the power users on 
substantially the same terms as now apply to Federal reclamation 
projects. Eklutna is the first measure for the development of the 
vast potential water power resources of Alaska to be authorized by 
the Congress. 

Even the $100,000,000 a year fishery industry, the most nearly 
developed at present of all of Alaska’s industries, is susceptible to still 
further expansion. 

All of the foregoing is merely a sketch of some of the high lights of 
Alaska’s industrial and agricultural potentialities. If the historic 
pattern established in the admission of each of the 35 States is fol- 
lowed in Alaska—and the committee can perceive of no valid reason 
why it should not be—statehood for Alaska should supply the needed 
stimulus for enterprise and private capital to make that area of vast 
riches one of the strongest segments of the American economy of 
tomorrow. 

The attention of the Senate is directed to the undeniable fact that 
in Scandinavia, which lies in almost precisely the same latitudes and 
which has generally similar topographic and climatic conditions, some 
14,000,000 persons have developed an economy and standard of 
living that in many ways are examples for the rest of the world. 


READINESS FOR STATEHOOD 


Historical background.—In order accurately to assess the readiness 
of Alaska for statehood, a brief historical sketch both of the admission 
of States in general and of political development in Alaska in par- 
ticular is desirable. 

The Constitution itself by the provision quoted above provides 
merely that Congress shall decide when and how new States shall be 
admitted. The pattern for the creation of new States was set by the 
Continental Congress in 1787 with enactment of the Northwest Ordi- 
nance, set forth in One Statutes at page 51. This history-making act 
of the founding fathers has proved a legislative cornerstone for the 
expansion and political development of the West. The ordinance 
incorporated the then remote, sparsely populated, noncontiguous 
Northwest Territories into the Federal Union, and provided for their 
government and the eventual statehood which each part of the area 
attained. In a long series of cases, the Supreme Court of the United 
States has held that an incorporated Territory is an “inchoate state’, 
the ultimate destiny of which is statehood. (See appendix B.) 

The resources and strength, material and spiritual, of our Ameri- 
can democracy today constitute unassailable proof of the wisdom of 
that policy. 

Alaska and Hawaii are the only remaining incorporated Territories 
under the American flag which have not vet achieved the historie 
destiny of incorporated Territories, namely statehood. The present 
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measure, and a similar bill for Hawaii, would complete the historic 
pattern. 

Alaska was purchased by the United States from Russia under the 
terms of the treaty of March 31, 1867 (15 Stat. 539), negotiated by 
the Fortieth Congress. The text of this treaty is set forth in the ap- 
pendix (appendix C). By the act of May 17, 1884 (23 Stat. 24), 
Alaska was constituted a civil and judicial district and a civil govern- 
ment was established with a Governor and district court system. 
This act made the general law of Oregon applicable to the Territory. 

The greatest and most important step in the history of civil govern- 
ment for Alaska was the approval of the Organic Act on August 24, 
1912 (37 Stat. 512). By it, Congress created the Territory of Alaska 
and conferred legislative powers upon an elective legislative assembly 
for the Territory. Section 3 of the act specifically provided that the 
Constitution of the United States, and all the laws thereof which were 
not locally inapplicable, should have the same force and effect within 
the said Territory as elsewhere in the United States. 

Thus, the legal status of Alaska is that of an organized, incorporated 
Territory of the United States,/as distinguished from the legal status 
of Puerto Rico, Guam, the Virgin Islands, and the former status of 
the Philippines before they were granted full and complete independ- 
ence by the Congress of the United States. 

Requirements for statehood—The traditionally accepted require- 
ments for statehood can be stated almost as simply as the constitu- 
tional provision. An analysis of the history of the admission of 
incorporated Territories shows that these requirements appear to be— 

(1) That the inhabitants of the proposed new State are imbued 
with and are sympathetic toward the principles of democracy as 
exemplified in the American form of government and have proved 
their political maturity by having undergone a period of “tute- 
lage” under incorporated Territorial government status. 

(2) That a majority of the electorate wish statehood. 

(3) That the proposed new State has sufficient population and 
resources to support State government and at the same time carry 
its share of the cost of the Federal Government. 

This has been the historic pattern under which 29 States have been 
admitted to statehood from Territorial status and by which our 
Nation has grown to greatness. 

By each of these historic standards, Alaska is ready and qualified 
for statehood now. 

As to the first, no one has contended, in either the extensive hearings 
conducted in Alaska by the House committee during the Eightieth 
Congress nor those in Washington during the Eighty-first Congress, 
that the overwhelming majority of the inhabitants of the Territory are 
not loyal Americans in the sturdy frontiersman tradition. Their sup- 
port of the Armed Forces under actual invasion conditions—conditions 
far more stringent than those experienced anywhere in any of the 
States—is unassailable proof of their loyalty, patriotism, and stability. 
Attention is directed to the statement of the Honorable Robert P. 
Patterson, Secretary of War during the period (Senate hearings, H. R. 
331, 8lst Cong., pp. 488-489). 

The political maturity of its citizens is ably summed up in the official 
report of the Department of the Interior to the committee urging 
passage of S. 50. The Department’s report is set forth in full at the 
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end of this report, but the pertinent portion as to the political maturity 
of the inhabitants of Alaska is as follows: 

In October of 1946, the people of Alaska offered incontrovertible proof of their 
desire for statehood when a substantial majority voted in favor of that status at a 
plebiscite. This clear indication of their political aspirations had been readily 
predicted, for the people of Alaska, who adhere as completely to democratic 
traditions as their fellow citizens in the continental United States, are not content 
to remain indefinitely in a status that denies them the responsibilities and priv- 
ileges of full participation in the political life of the Nation. 

The people of Alaska, however, do not merely desire statehood. They are fully 
prepared for it. 

Alaska has been a part of the United States for more than three-quarters of a 
century. Beginning in 1867, when the Territory was purchased, American 
pioneers moved in from the West to settle in this great ‘‘Northwest extension”’ 
of their country. In that early period, there was no Territorial government and 
no Territorial law and the Americans newly settled there conducted their affairs 
in accordance with the laws, social customs, and business practices of the conti- 
nental States and Territories from which they had come. As early as 1872, prior 
to the gold rush, a number of Sitka citizens appealed for representation in the 
Congress. They assembled unofficially, and had even elected their Delegate 
at one time—all this when half of our continental West was still in Territorial 
status. It is abundantly clear then that Alaska was, and is, basically American 
in thought and tradition. 


As to the desire of a majority of the inhabitants of the Territory for 
statehood, the Interior Department report points out that the 1946 
referendum on the question resulted in a substantial victory for the 
proponents. More significant because more recent is the vote for the 
highest elective office, of the Territory, Delegate to C ongress, in the 
1950 election. The incumbent, the Honorable E. L. “Bob” Bartlett, 
who has been a most outspoken, unequivocal advocate of statehood 
since his first campaign for the office in 1944, was opposed by a man 
who did not commit himself on statehood in any way. Mr. Bartlett 
won by a margin of 3 to 1. It is submitted that when the people of 
Alaska returned an outspoken advocate of statehood to office by a 
margin of 3 to 1 over his noncommittal opponent, they thereby gave 
some expression to their views on statehood. 

Furthermore, S. 50 carries its own provision for a referendum. 
The constitution drafted by the popularly elected delegates to the 
constitutional convention must be submitted to the people of the 
Territory for approval. If they do not wish statehood under the 
terms of S. 50, they can make their disapproval known by rejecting 
the constitution drafted in accordance with its terms. 

The Senate committee last spring heard more than 40 witnesses 
who came from Alaska to support statehood, and has painstakingly 
studied the voluminous hearing of the House committee hearings 
conducted in Alaska during the E ightieth Congress. It is convinced 
that statehood is the wish of the majority of the citize ns of Alaska, 
and that they are ready for it. 


ARGUMENTS AGAINST STATEHOOD 


The committee gave most careful consideration to the arguments 
and reasoning of opponents of statehood for Alaska. It was noted 
that no resident of the Territory appeared in opposition, but that the 
burden was carred by representatives of the fish-packing industry with 
headquarters in the States. Most of the opposition, however, was 
directed to certain specific provisions in the Alaska statehood bill as 
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it passed the House, and conscientious effort was made to meet those 
that seemed to be meritorious to the committee. The chief arguments 
for not granting statehood to Alaska as a matter of principle now 
appear to be— 

(1) That the Territory’s 1950 population of 128,643, according 
to the official report of United States Census dated December 5, 
1950 (series PC-11, No. 1, Bureau of the Census), is too small 
for representation in Congress or to support State government. 

(2) That its resources are insufficiently developed to permit it 
to support the financial burdens of statehood. 

(3) That it is noncontiguous; that is, that it is separated from 
the rest of the continental United States and hence remote from 
the political and economic centers of our national life. 

As to the first, the committee is of the opinion that the statement 
last spring of the Chief Executive of the United States, the President, 
to the chairman of the committee is in accord with its own findings. 
The President’s letter is as follows: 

Tue Wuite Hovssg, 
Washington, May 4, 1950. 
Hon. JoserpH C. O’ MAHONEY, 


Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 


My Dear Senator O’Manoney: I am highly gratified by the thorough and 
objective consideration which your committee is giving to H. R. 331 and H. R. 
49, bills which would enable the Territories of Alaska and Hawaii to take their 
rightful place as members of the Union. As you know, I have long supported 
the objectives of these important bills which carry out the pledges made to the 
people of the two Territories. I sincerely hope that the Congress, during its 
»yresent session, will enact legislation granting statehood to Alaska and Hawaii. 

he need is more urgent today than ever before. By such action, we will not 
only promote the welfare and development of the two Territories, but also greatly 
strengthen the security of our Nation as a whole. 

It should not be forgotten that most of our present States achieved statehood 
at a relatively early period of their development. The stimulus of being admitted 
as full partners in the Union, and the challenge of managing their own affairs 
were among the most significant factors contributing to their growth and progress. 
Very few of our existing States, at the time of their admission to the Union, 
possessed potential resources, both human and natural, superior to those of 
Alaska and Hawaii. I am confident that Alaska and Hawaii, like our present 
States, will grow with statehood and because of statehood. 

There is no necessity for me to repeat at this time the arguments for statehood. 
The many qualified witnesses who have appeared before your committee have, I 
am sure, presented convincing evidence both as to the need for and the tangible 
benefits to be derived from statehood. There is, however, one objection made 
by opponents of H. R. 331 and H. R. 49 which I believe requires further discussion 
because it goes beyond the question of statehood and raises a fundamental con- 
stitutional issue. I am referring to the objection that Alaska and Hawaii as 
States would be entitled to representation in the Senate of the United States 
disproportionate to their population. 

The argument_is not only entirely without merit, but also directly attacks a 
basic tenet of th® constitutional system under which this Nation has grown and 
prospered. Without the provision for equal representation in the Senate of all 
States, both great and small, regardless of population, there probably would have 
been no United States. This was one of the great compromises which the Fed- 
eralist says was a result ‘‘not of theory but of a spirit of amity, and that mutual 
deference and concession which the peculiarity of our political situation rendered 
indispensable.” There is no justification for denying statehood to Alaska and 


Hawaii on the basis of an issue which was resolved by the Constitutional Conven- 
tion in 1787. 

America justly takes pride in its record of fulfilling to the letter its obligations 
to foreign nations. We should be no less serupulous in carrying out the promises 
made to our own citizens in Alaska and Hawaii. The case for statehood rests on 
both legal and moral grounds. 
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These are troubled times. I know of few better ways in which we can demon- 
strate to the world our deep faith in democracy and the principle of self-govern- 
ment than by admitting Alaska and Hawaii to the Union as the forty-ninth and 
fiftieth States. 

Sincerely, 
Harry §S. TRUMAN. 


FINANCIAL BURDENS OF STATEHOOD 


Differing points of view as to the ability of the Territory to support 
State government have been presented to the committee. However, 
no one has even suggested that the Territory was not one of the richest 
areas under the American flag in raw materials, and one of great indus- 
trial potentiality because of the juxtaposition of mineral and forest 
resources to water power sites and to coal. The sole issue is the present 
state of development of these resources. 

The committee went into this most serious question at length. 
Proponents of statehood were cross-examined with especial thorough- 
ness. Attention is directed to the testimony of Mrs. Mildred Her- 
mann, secretary to the Alaska Statehood Commission, starting on 
page 109 of last spring’s hearings, to that of Gov. Ernest Gruening, 
starting on page 448, and to that of George Sundborg, veteran Alaska 
newspaperman and economist, starting at page 179. 

After another year of experience under the new taxation system, 
established in 1949, Governor Gruening made the following report to 
the committee under date of April 10, 1951: 


The passage of 1 year since statehood hearings were held before the Senate 
Committee on Interior and Insular Affairs provides additional evidence of Alaska’s 
ability to finance the cost of statehood. In that time it has been possible to assess 
the yield of tax measures enacted by the 1949 Territorial legislature and, in that 
time, the legislature has met again, with certain significant results bearing on the 
question of statehood’s costs. Gross tax collections from all sources for the past 
biennium were $19,877,655. One of the major tax measures adopted in 1949, the 
business-license tax, did not become effective until 1950, and hence but 1 year’s 
return is reflected from that source. Collections were retarded throughout the 
biennium by tax litigation involving most of the 1949 measures. 

The 1951 legislature retained all existing tax measures, increased tobacco and 
raw-fish levies, and adopted no new taxes apart from a _ sports-fishing-license 
measure which will produce negligible revenues. 

The department of taxation estimates the Territory’s income from all sources 
for the 1951-53 biennium at slightly over 25% million dollars. Of this, $4,050,000 
are earmarked, leaving $21,228,662 to meet 1951 appropriations of $19,452,743. 
The 1951 legislature balanced the budget with only slight modification of the 
existing revenue structure and without adopting new tax measures. It may be 
noted that the $1,023,000 increase in appropriations included $755,000 for civil 
defense and administrative reorganization, leaving total over-all increases for 
other Territorial services at $267,000, a modest increase in view of growing 
population needs and inflationary conditions. 

This means the Territory still has a moderate tax structure susceptible of ex- 
pansion as future needs may require. Among elements of continuing elasticity 
are a 2-cents-per-gallon motor-fuel tax—the lowest in the country. Doubled, 
this would increase estimated yields by $1,850,000. 

A 10-miil property tax, half the rate allowed by organic act. Doubled, this 
would increase estimated yields by $900,000. 

An income tax geared to the Federal income tax. If Federal rates increase in 
1951, as indicated, Alaska income tax yield will increase proportionately and 
automatically. The prospect of such increase is not reflected in tax commissioner’s 
estimates, those estimates being limited to known factors. 

Liability under Territorial income tax as originally enacted is 10 percent of the 
Federal tax liability. There was sentiment within 1951 legislature to increase 
the percentage to 15 percent. This was not done but could be without making 


rates oppressive and would increase estimated yields by 3% million dollars. 
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Stabilization of the 1949 tax measures will reduce collection costs and reduce 
tax delinquency. Increases in yields of all measures will result from increased 
economic activities enlarging the tax base. Among prospects for greater indus- 
trial activity are: Exploitation of Alaska’s tourist potential, which for the first 
time received positive action by the legislature when the 1951 session provided for 
promotional work to attract tourists and made appropriations therefore; and 
stimulation of prospecting through bonus offers for uranium and passage of tax- 
forgiveness incentives for base metals. In addition, the continuing likelihood of 
pulp and paper plants, an aluminum-reduction plant, renewed prospecting for 
oil in Katalla area, and continuing emphasis on construction throughout Alaska 
point toward new tax yields. 

Construction programs include military, reclamation, highway, public and 
private housing, harbor improvements, airports, power-site development, and an 
Alaska public-works program estimated in the aggregate at $350,000,000 for the 
1951 building season. 


At the request of the committee, the Library of Congress also under- 
took a study of the question. The text of the Library’s findings is 
set forth in full in the appendix to this report (appendix D) together 
with comments thereon by the Alaska Development Board. Attention 
is directed to the finding in the Library of Congress report that— 


* * * so much of Alaska’s business is conducted by foreign corporations 
whose profits show up in the data of one or more of the States rather than Alaska. 


The report arrives at a gross annual production figure of $373,- 
300,000 for Alaska, and, comparing this figure to the equivalent of 
the United States national product, finds that— 


Alaskan taxes at the same percent (as State and local taxes in the United States) 
would yield $20.5 million. Assuming no increase in local taxes due to statehood 
and assuming what may be considered as the minimum and maximum rise in 
cost of Central Government due to statehood, we come out with a total State and 
local cost in Alaska as follows: 


| Minimum | Maximum 
increases | increases 


Present cost of Territory. ..--.- SPE s su aeheaa te eblad ones Sokeneaen a ..| $9,000, 000 


i 
| $9, 000, 000 
Increased cost of State____- a ey ae -| 4, 200, 000 | 9, 500, 000 
Present local cost... _... 2, 300, 000 | 2 300, 000 
eta el ere. hs i yet Penh ek. ccbiti ee Absicctal Bees 
} 


20, 800, 000 


To produce $15,500,000, a 4.15-percentage burden on the Alaskan gross annual 
t 

production would be needed. To produce the higher $20,800,000 a burden of 

5.7 percent (assuming no increase in gross annual production) would be needed. 

The figure in one case is considerably lower than the national average (5.5 percent), 

and in the other is slightly higher than the national average. 

The majority of the committee, after giving this matter extended 
consideration, is satisfied that Alaska can assume all essential addi- 
tional costs of statehood. There has been a prevalent idea that the 
Federal Government now bears the greater share of the cost of services 
which are the responsibility of State governments. This is not the 
case. 

Alaska as a Territory has created and now supports all such services 
except in areas which are reserved to the Federal Government by 
limitations set forth in the organic act. The most important functions 
provided by the Federal Government are the courts and law enforce- 
ment system, protection and conservation of the fish and game, 
care and treatment of the insane, and the major share of the road 
construction and maintenance program. 
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The Territorial government has built up departments or boards of 
health, education, welfare, agriculture, labor, taxation, aviation, 
development, communications, highways and highway patrol, and 
includes offices of attorney general, treasurer, auditor, as well as a 
large number of additional regulator: y boards and commissions. The 
current rate of expenditure for Territorial purposes as provided for 
by the 1949 legislature is approximately $9,200,000 per annum. 
This figure covers certain deficiency and nonrecurring expenditures. 
The current rate of collection of revenues is approximately $10,000,000 
per annum. 

NEW REVENUES 


The revenues of the Territorial government are derived from a 
series of taxes and excises which, as stated, were revamped and greatly 
supplemented by the 1949 legislature. It includes a Territorial 
income tax amounting to 10 percent of the Federal levy, a general 
property tax which in May 1951 was upheld by the United States 
Circuit Court of Appeals for the Ninth Circuit, excise taxes on the 
production of salmon and other fishery products, miscellaneous busi- 
ness license taxes, and other excise taxes, including taxes on liquor 
and motor fuel. The income and general property taxes for Terri- 
torial purposes are new, the Territorial government having previ- 
ously been financed entirely by a variety of excise and license taxes 
(Sce appendix E.) 

The committee believes that Alaska’s ability to finance necessary 
or desirable public services is well within its economic ability. Re- 
sources and production are the foundations of the tax structure, and 
Alaska has both great natural resources and a high per capita rate of 
production. It should also be noted that there is no fixed or arbitrary 
level of expenditure which must be maintained by State governments. 
Expenditures should be “tailored to fit the cloth.” There is no 
reason to believe that the people of Alaska through their elected 
representatives will fail to meet their obligations or be unable to do a 
business-like job of making expenditures meet their revenues. 

Population.—As stated, the final statistics of the 1950 census give 
Alaska’s total population on April 1, 1950, as 128,643, as contrasted 
with the 1940 census total of 72,524. This represents an increase of 
77.4 percent for the decade between 1940 and 1950, as compared with 
an increase of 22.3 in the previous decade. Alaska’s gain of 77.4 
percent was the largest of any area under the American flag, per- 
centagewise. 

U nfortunately, a breakdown of the 1950 census by racial groups is 
not available. Official estimates by Territorial officials, however, 
indicate that there are between 33,000 and 34,000 natives, which 
include, as stated above, the Eskimos, Indians, and Aleuts. 

In percentage, the natives comprise approximately 25 percent of the 
population. This marks a decrease over the previous census figures 
which placed the native population at approximately one-third. 

Beyond question, the 77.4 increase in population consists almost 
wholly of native-born Americans who have gone to this area of such 
great potential wealth in large numbers from the States of the United 
States. 

In the more than 83 years that Alaska has been a part of the United 
States her population has increased at a rate somewhat faster than 
that of the Nation. 
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At cession to the United States in 1867, the total population of 
Alaska was 29,097, composed as follows: 


“Natives” (Indians, Eskimos, and Aleuts)___.________________ ool TM Be eas 
Mixed ph a Cah ANS Pe A ae eis Ske ttl eke 
MUMOMIRNO Tio ei SE ud Gets eR etree tows eesGEk: ae Wet Sei lion a 483 
AORN 60 et i ca mditdcs baled we en ake ea a da 150 
Foreigners (non-Russian, American, or native)_______________________ 200 


In the 1870 census, the population of the States of the United States 
was slightly less than 40,000,000. 

Tne 1950 census shows Alaska to have a total population in excess 
of 128,643; the States have a total of 150,697,361. Thus, Alaska has 
more than quadrupled; that of the States has not quite quadrupled 
during the past 80 vears. 

This expansion has taken place under Territorial conditions. The 
committee reiterates the fact that, without exception, in the 29 
previous instances, marked expansion in population and industrial 
development has followed the granting of statehood to a Territory. 

Period of tutelage.—Alaska has been in Territorial status almost 84 
years—longer than any area under the American flag that has not 
attained statehood. It is longer than the period of tutelage of any 
of the other incorporated Territories, all of which, save Alaska and 
Hawaii, have achieved their legal and historical destiny of statehood. 
(See appendix F.) The committee reiterates and adopts as its own 
the official statement of the Secretary of the Interior: 

Politically, Alaska is mature. It has had a popularly elected legislature since 
1912. That its citizens are politically alert and articulate is evidenced by their 
long experience in the management of Territorial affairs and the sustained efforts 
they have made to advance their political status. The Territorial legislature has 
enacted many wise and farsighted laws, testifying not only to a knowledge of 
democratic processes, but also to fuli awareness of how best to utilize them. A 
full 6 years before the adoption of the nineteenth amendment, suffrage had been 
extended to the women of Alaska. Alaska was among the first to pass 8-hour day 
work laws; a regular workmen’s compensation act; and social-security measures 
that took old-age assistance completely out of the undesirable realm of condesending 
charity. In the absence of specific requirements, if we were to judge a Territory’s 
maturity by the caliber of its citizenry or by its ability to enact and enforce pro- 
gressive and constructive legislation, the conclusion to be drawn in Alaska’s case 
is obvious. 

Noncontiguity.—The argument that Alaska should be denied state- 
hood because the peninsula happens to be noncontiguous to the rest 
of the continental United States is wholly lacking in merit, either 
historically or factually. Historically, noncontiguity has never been 
a requirement nor has it been followed as a precedent. California was 
admitted in 1850 when some 1,500 miles or more of plains and moun- 
tains and wilderness—a wilderness infested by hostile Indians—sepa- 
rated her from the nearest State of the United States. It is interest- 
ing to note that some of the very same arguments which were used 
in the Thirty-first Congress in 1850 against the admission of California, 
and later Oregon, which was contiguous only to California, are being 
used against the admission of Alaska. 

Factually, in this day of radio, telephone, television, telegraph, and 
the airplane, Alaska is much nearer to Washington, D. C., in travel and 
communication time than were Boston and New York at the time of 
the formation of the Union. This fact is so self-evident as to require 
no elaboration. However, the following historical comparisons are 
of interest: 
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The fastest time by the famed Pony Express from the “jumping off” 
place in the then sparsely populated and financially poor Territory of 
Nebraska to California was 9 days. This service, of course, was only 
for mail, at $5 a half ounce. 

The best stageconc h time from the terminal in St. Joseph, Mo., to 
San Francisco, was 25 days. 

The record for a sailing vessel in 1850 was established by the clipper 
Sea Witch which made the trip from New York around the Horn to 
San Francisco in 97 days. 

Today, Juneau, capital of Alaska, is but 22 hours by air from Wash- 
ington. Regular ship time between Seattle and Seward or Whittier, 
the Territory’s principal ports, is 5 to 7 days. 

In addition, Alaska can be reached from any part of the United 
States by highway. The Alaska Highway, constructed during World 
War II, is open throughout the year. Automobiles and trucks can 
travel from the Northwestern States to Fairbanks, Alaska, in as little 
as 5 days. The Pacific Northwest route will be shortened by several 
hundred miles with the completion this year of the Hart Highway. 


PROVISIONS OF THE BILL 


A sectional analysis of the bill, with citation of correspondin3 
provisions found in the enabling acts of other States, is set forth in 
the appendix (appendix A). However, the committee wishes to point 
out that the bill, as amended, would be the most generous enabling 
act under which any State ever came into the Union. (See appendix 
G.) 

As to lands, the State of Alaska would be authorized to choose more 
than 23,000,000 acres of the public domain in the Territory best 
adapted to ‘development of community centers and the particular 
needs of Alaska. All the riches of the soil and the subsoil in the 
selected areas would be transferred to the new State, subject to the 
valid, existing rights of mining claim locators, homesteaders, use 
permittees, and holders of any other established interests. The 
committee is of the opinion that such a grant, with its power of 
selection, will be of great benefit to the State in meeting the financial 
obligations of statehood. 

The “disclaimer” provision has been the rule in the enabling acts of 
all public-lands States, almost identical requirements being found in 
the statutes under which the last 13 States were admitted. 

The new State would have the same control over the invaluable 
fisheries and wildlife within its borders as do other States of the Union, 
subject only to the limitations of international agreements, such as 
that affecting seals and native rights to fish and wildlife. 


GENERAL INFORMATION 


For the information of the Senate, the committee deems it advisable 
to set forth certain basic facts about the Territory. The material sub- 
mitted below is from such sources as the 1950 United Nations report 
on Alaska prepared by the Governor of the Territory and transmitted 
by the Departments of Interior and of State to the UN Secretariat; 
the Encyclopedia Americana; or previous congressional reports. 

Area,—Alaska covers 586,400 square miles, or some 375,296,000 
acres, of land and inland waters. In total area the Territory is one- 
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fifth the size of the United States, or larger than Iceland, Scotland, 
Norway, Sweden, Denmark, and Finland combined, all of which lie 
in similar latitudes, and, under similar climatic conditions support a 
progressive and prosperous population of some 13,000,000 persons. 

The northernmost point of Alaska, like that of Norway, is 1,250 
miles from the North Pole. The southernmost island of the Aleutian 
chain lies in the same latitude as Berlin, Germany. The most 
southerly point on the mainland is at the same latitude of northern 
Ireland. Kodiak Island is due north of the Hawaiian Islands, and the 
Aleutian Islands extend as far west as New Zealand. In more techni- 
cal language, Alaska is located between 51° and 72° north latitude and 
130° west and 173° east meridians. 

Alaska’s strategic situation on world air routes is emphasized by 
examining polar projection maps. The shortest air route from New 
York to Tokyo passes across the mainland of Alaska. Stockholm, 
Sweden, is only 3,600 miles from Fairbanks, Alaska, via the polar 
route. 

Alaska’s island areas are composed of two principal groups: The 
Aleutian chain with its hundreds of small islands, and the Alexander 
Archipelago with more than 1,100 islands, part of the southeastern 
portion of the Territory. Smaller island groups include the Kodiak 
group south of the Alaska Peninsula, and the Pribilof, Nunivak, St. 
Mathews, and St. Lawrence groups in the Bering Sea. 

Population —According to the 1950 census reports, population 
density in the Territory’s four judicial divisions is revealed in the 
following table: 


Land | Fsti- 


Density 

oatateel ies area | mated “eilian | Military | Per 100 

Judicial division | (square | 1949 pop- | Civilian | Military | square 

| miles)! | ulation | | miles 
First (Southeast) cle caches sheeted OER 1: SBS |. 37,848 | 660 | 80. 2 
Second (Nome, Bering Sea) erenpanrsek-<peppadnl BA SeO 1. Shane 1, ALO J 452 | 8.3 
Third (Anchorage, Aleutians ----------| 142,081 | 59,518 | 45,647 13, 871 | 41.2 
Fourth (Fairbanks and Interior) --........---...-.-- | 247,508 | 28,650 | 28, 226 | 5, 424 | 11.1 
weet s.. cab cies. ined sbapecthe cahaldent -| 571,065 | 128, 643 108, 236 20, 407 | 22.5 


i Exclusive of inland water surface areas. 


As stated previously, no breakdown by race or linguistic stock of 
the 1950 census is available as yet. However, official Territorial 
sources indicate the native population has remained more or less 
stationary, in actual numbers, and that virtually all of the population 
gain represents an increase in the number of whites, the vast majority 
of whom were born in one of the States. Even in 1939 the white 
population exceeded the native by a considerable margin. In that 
year there were 32,458 Aleuts, Eskimos, and Indians, and 39,170 
white persons in Alaska. Eskimos comprise almost one-half the 
native stock, and Indians more than one-third. The balance are 
Aleuts. 

The natives are participating more and more in the white man’s 
economy of the Arctic region. The majority still depend on hunting, 
fishing, and trapping for their existence during the winter months, 
but the greater proportion find well-paid seasonal employment in 
canning, mining, and other industries of the region. They are regarded 
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highly by their employers as expert machinery operators, mechanics, 
truck drivers, and many other skilled occupations. 

Four Eskimos were elected in 1948 to the Territorial legislature and 
served with distinction. At present, there are six members of the 
Territorial legislature who are natives. 

Alaska, along with Hawaii, has been a pioneer in establishing and 
realizing the dream of our founding fathers for true democracy and 
equality of opportunity. 

Giimdiesiletice is so large that almost any kind of climate and 
topography can be found, but the popular conception of Alaska as a 
land of snow and ice is incorrect. The average annual temperature 
varies from 45° above zero at Ketchikan to a low of 9.9° above zero 
at Point Barrow. The January mean temperature of 20° above zero 
in Anchorage compares to that in Concord, N. H. The January mean 
of 33.6° at Ketchikan is about the same as Denver and New York. 
Ketchikan’s record low of 8° below zero approximates record low 
temperatures for Washington, D. C., and is considerably warmer than 
the record cold in such cities as Chicago and Boston. Ketchikan’s 
all-time high is 96; Juneau, 89; and Fairbanks, 99. The temperature 
at Fort Yukon, 20 miles above the Arctic Circle, has often reached 
heights of 100° above zero. The temperature also has been known to 
drop below minus 70° during the winter in that community. 

The average annual precipitation varies from a high of 176.9 
inches at Latouche to a low of 4.34 inches at Barrow. Precipitation in 
Alaska in its present agricultural areas is 11.71 inches in the Tanana 
Valley, 15.45 inches in Matanuska Valley, and 32.59 inches on the 
Kenai Peninsula. 

The only pronounced climatic difference between a large part of 
Alaska and much of the northern and western portion of the United 
States is the long hours of summer daylight and, conversely, the short 
winter days. The average growing season varies from about 170 days 
in southeastern Alaska to 90 days in the northern interior. 

Despite the fact that Alaskan waters are hundreds of miles to the 
north, there are, according to the 1950 United Nations report, pre- 
pared by the Governor and submitted by the Department of the 
Interior, more frozen rivers and harbors in the United States than 
there are from the Aleutians to the southern tip of the Alaska Pan- 
handle. This is due largely to the influence of the Japanese current, 
which skirts the Alaska coast. 

History.—The official date of Alaska’s discovery is July 16, 1741, 
when Vitus Bering, a Danish captain in the service of the Russian 
Navy, sighted Mount St. Elias, 275 miles northwest of Juneau. 
Bering’s expedition returned with about $100,000 in furs, which re- 
sulted in an immediate rush to the new land. In their search for furs, 
the Russians first explored the Aleutian Islands and the Bering Sea, 
subsequently reaching east and south to Cook Inlet, Prince William 
Sound, and the Alexander Archipelago. 

During this period in history—the latter part of the Eighteenth 
century—other European nations ventured along the northwest coast 
of Alaska. Spanish expeditions left bases in California to sail north 
and west as far as Unalaska in the Aleutians. England’s famous 
mariner, Capt. James Cook, reached Alaska in 1778, the same year 
he discovered Hawaii, and sailed northward to Icy Cape before being 
turned back by the Arctic ice pack. A French expedition veered from 

S. Rept. 315, 82-1——8 
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South Pacific exploration to the North Pacific, and was later followed 
by French traders who had heard the stories of rich furs. Yankee 
traders, sailing out of bustling New England ports, followed the sea 
trails around the Americas to Alaskan waters. 

From 1799 to 1863, Alaska was under the administration of the 
Russian-American Co., charted by the Government of Czarist Russia 
to exploit the region. Its power was virtually absolute, and the natives 
were subjected to forced labor conditions similar in many respects to 
the slave-labor camps of Communist Siberia today. Attention is 
directed to the excellent study of the Library of Congress, ‘Russian 
Administration of Alaska and the Status of the Alaskan Natives’”— 
printed in 1950 as a Senate Document (S. Doc. No. 152, 81st Cong.). 

Incompleted plans of the Western Union Telegraph Co. in 1865 to 
join Europe and America by telegraph line from Alaska to Siberia 
precipitated new explorations of the interior. Construction stopped 
when the Atlantic cable was completed in 1867. Gold first brought 
prospectors into the north as early as 1858, when “pay dirt” was dis- 
covered in the Caribou country of the Fraser River in British Columbia. 

First hint of the sale of Alaska to the United States is found in 
Russian archives of 1854. It appears that America was interested in 
the region much earlier, as President Andrew Jackson discussed acqui- 
sition of the northern territory in 1836. It was not until 1867, 
however, that the United States finally made the purchase from 
Russia for $7,200,000. 

The Territory has produced more than a billion dollars in minerals 
alone. In 1950 alone, an “off” year in the industry, the salmon pack 
was valued at $83,307,000; $3,905,850 in seal furs were sold; $8,929,000 
in gold was mined. 

CONCLUSION 


Decision one for Eighty-second Congress ——The committee wishes to 
emphasize that its members, as Senators in the Eighty-second Con- 
gress, are keenly aware of the fact that the acts of one Congress do not 
bind another Congress, and that the hand of the founding fathers and 
of the 1787 Continental Congress, reaching across 164 years of tur- 
bulent history, should not force the hands of the 1951 Congress. Nei- 
ther do dicta of the judicial branch, even by the highest Court, 
control the policy decisions of the legislative branch. 

The question of enabling the Territory of Alaska to qualify as a 
State of the United States is within the sound discretion of the EKighty- 
second Congress. 

However, the committee does believe that the past can be used as a 
useful guide for the present and future. Therefore, it feels justified 
in calling the attention of the Senate to the historic precedents, and in 
pointing out that refusal to pass the measure would be breaking the 
historic mold in which our Nation has expanded and grown great. 

After thorough hearings and careful study, the majority of the 
committee has found that our fellow Americans in Alaska merit state- 
hood, that they desire it and that they are ready, willing, and able to 
support it. The committee majority believes that statehood would 
be in the best interests of the United States as a whole and of the 
people of the Territory. It therefore earnestly recommends that the 
Senate take affirmative action on this measure which is a major 
plank in the platforms of both major parties. 
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EXECUTIVE AND JUDICIAL DEPARTMENT REPORTS 


In addition to the statement of the President of the United States 
set forth above, the favorable reports of the Department of the In- 
terior, the Department of Defense, and the Department of State, as 
well as the Bureau of the Budget are herewith submitted, as is the 
comment of the Chairman of the Judicial Conference Committee on 
Revision of the Judicial Code, the Honorable Albert B. Maris, judge 
of the United States Court of Appeals for the Third Circuit. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 2, 19651. 
Hon. Joserpu C. O’Manoney, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

My Dear Senator O’Manoney: This is in reply to your request for the views 
q this Department on §. 50, a bill to provide for the admission of Alaska into the 

nion. 

I am wholeheartedly in favor of the granting of statehood to Alaska, and I 
urge that legislation admitting Alaska to the Union be enacted at the earliest 
possible date. 

In October of 1946 the people of Alaska offered incontrovertible proof of their 
desire for statehood when a substantial majority voted in favor of that status at 
a plebiscite. This clear indication of their political aspirations had been readily 
predicted, for the people of Alaska, who adhere as completely to democratic tradi- 
tions as their fellow citizens in the continental United States, are not content to 
remain indefinitely in a status that denies them the responsibilities and privileges 
of full participation in the political life of the Nation. Moreover, in recent years, 
every session of the Legislature of the Territory of Alaska has memorialized the 
Congress to admit Alaska into the Union as a State. 

The people of Alaska, however, do not merely desire statehood. They are 
fully prepared for it: 

Alaska has been a part of the United States for more than three-quarters of a 
century. Beginning in 1867, when the Territory was purchased, American pio- 
neers moved in from the West to settle in this great ‘‘Northwest extension” of 
their country. In that early period, there was no Territorial government and no 
Territorial law and the Americans newly settled there conducted their affairs in 
accordance with the laws, social customs, and business practices of the continental 
States or Territories from which they had come. As early as 1872, prior to the 

old rush, a number of Sitka citizens appealed for representation in the Congress. 

hey assembled unofficially, and had even elected their delegate at one time—all 
this when half of our continental West was still in Territorial status. It is abun- 
dantly clear then that Alaska was, and is, basically American in thought and 
tradition. 

Politically, Alaska is mature. It has had a popularly elected legislature since 
1912. That its citizens are politically alert and articulate is evidenced by their 
long experience in the management of Territorial affairs and the sustained efforts 
they have made to advance their political status. The Territorial legislature has 
enacted many wise and farsighted laws, testifying not only to a knowledge of 
democratic processes, but also to full awareness of how best to utilize them. A 
full 6 years before the adoption of the nineteenth amendment, suffrage had been 
extended to the women of Alaska. Alaska was among the first to pass 8-hour- 
day work laws; a regular workmen’s compensation act; and social-security meas- 
ures that took old-age assistance completely out of the undesirable realm of con- 
descending charity. In the absence of specific requirements, if we were to judge 
a Territory’s maturity by the caliber of its citizenry or by its ability to enact and 
enforce progressive and constructive legislation, the conclusion to be drawn in 
Alaska’s case is obvious. 

Alaska’s population of 129,000 is larger than that of at least 20 States at the 
time of their admission into the Union, and it is ample to support a State govern- 
ment. In the last decade the rate of growth of the population of Alaska was the 
highest of any State or Territory of the United States, and averaged an increase in 
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excess of 5,000 persons per year. If Alaska became a State, the expansion of 
population that has invariably followed the creation of continental States would 
undoubtedly occur. The resources of Alaska can readily maintain a considerably 
increased population. 

I do not share the feeling that has been sometimes expressed that statehood is 
economically impracticable for Alaska. It is true that at present the Federal 
Government bears the cost of many facilities and services which Alaska would 
have to assume asa State. But statehood would act as an incentive to the broad- 
ening of the tax base within Alaska and the tapping of additional sources of 
revenue. The people of Alaska have demonstrated their readiness to assume the 
financial burden that statehood will bring by recently enacting a local income tax 
law, the first income tax law in the Territory’s history. I can think of no stronger 
answer to objections to statehood for Alaska based on the inevitability of an in- 
creased local financial burden than that its taxpayers have shown that they are 
prepared to meet the cost. 

Alaska’s noncontiguity to the continental United States has on occasion been 
cited as a bar to its admission to the Union. Modern transportation and com- 
munication have made the factor of distance an unimportant consideration It 
is fair to say that developments in the field of aviation alone have made the 
establishment of a State government practicable even for so vast and distant an 
area. It should be added, moreover, that many phases of the government of 
Alaska which are now conducted long distance from Washington would be con- 
ducted within iis own boundaries if it were a State. 

In the light of all these considerations, I can see no valid reason for the denial 
of statehood to Alaska, and I urge, therefore, that the Congress speedily approve 
machinery which would enable the people of that area to form a constitution and 
be admitted into the Union. 

Among other things, 8. 50 contains public land-grant provisions which would 
permit Alaska to enter into the Union on a basis similar to that on which the 
western continental States were admitted, except that the grants provided for in 
the bill are more generous in the case of Alaska. 

Specificallv, the bill provides for Federal grants which would allow Alaska to 
obtain 20,000,000 acres for the support of its public schools and other public 
educational institutions, plus 2,550,000 acres for internal improvements and other 

ublic purposes, plus 400,000 acres (including 200,000 acres of national forest 
ands) for the development and expansion of communities. This is a greater 
area of public lands than any other State has been given upon its admission. 

Alaska has formed a part of this Nation for over 80 years. It is time that the 

riod of apprenticeship served by the people of Alaska be brought to a close. 
My own firm conviction is that statehood for Alaska would link it more closely 
in every respect to the continental United States. Alaska is able and willing to 
undertake, under full powers of statehood, a aT expansion of its own indus- 
trial, commercial, and agricultural development. believe that statehood would 
encourage the migration of new settlers, increasing Alaska’s financial and human 
resources. It would permit Alaska to foster and protect the development of its 
rich resources, and finally, it would give Alaska’s people their rightful voice in 
the local and Federal Government. 

Attached is a list of technical perfecting amendments, designed to remove 
clerical errors and imperfections in the bill, which your committee may wish to 
adopt. ; 

The Bureau of the Budget has advised me that the objective of this proposed 
legislation is in accord with the program of the President. 

Sincerely yours, 
Oscar L, CHAPMAN, 
Secretary of the Interior. 





Executive OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., January 26, 1951. 
Hon. Josprx C. O’ MAHONEY 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

My Dear Senator O’Manoner: This is in reply to your letter of January 11, 
ee requesting a report on S. 50, to provide for the admission of Alaska into the 

nion. 
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You will recall that on May 5, 1950, the President addressed a letter to you 
urging the enactment of legislation to grant statehood to the Territories of Alaska 
and Hawaii. The President wrote: 

“IT sincerely hope that the Congress, during its present session, will enact legisla- 
tion granting statehood to Alaska and Hawaii. The need is more urgent today 
than ever before. By such action, we will not only promote the welfare and 
development of the two Territories, but also strengthen the security of our Nation 
as a whole.” 

The views expressed by the President apply with equal force today. 

The objective of S. 50 is fully in accord with the program of the President. 

Sincerely yours, 
Eimer B. Sraats, Assistant Director. 


DEPARTMENT OF STATE, 
Washington, January 25, 1951. 
Hon. Josern C. O’ MaHoNeEy, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate. 

My Dear Senator O’ Manoney: On January 11, 1951, you transmitted to the 
Department of State for its study and report a bill (S. 50) to provide for the 
admission of Alaska into the Union. The Department of State approves this 
bill from a foreign-policy point of view. 

You will recall that in April 1950 when a similar proposal was before the Senate, 
Mr. Hickerson, Assistant Secretary of State for United Nations Affairs, appeared 
before the Senate Committee on Interior and Insular Affairs to support statehood 
for Alaska. Mr. Hickerson stated on that occasion that in the view ot the De- 
partment of State the admission of Alaska into the Union would be another step 
in accord with the traditional policy of the United States toward the peoples of 
the Territories who have not yet become fully self-governing and would be an act 
in further fulfillment of the obligation assumed by the United States in the declara- 
tion regarding non-self-governing territories contained in chapter XI of the 
United Nations Charter. Accordingly, statehood for Alaska would serve to 
support American foreign policy and to strengthen the position of the United 
States in international affairs. The views of the Department of State had been 
previously recorded in letters furnished you on June 29 and July 7, 1949, and 
April 20, 1950. 

The Department of State continues to support strongly statehood for Alaska. 
Since statehood is the status desired by a substantial majority of the people of 
Alaska, the granting of statehood to the Territory would be still further evi- 
dence of the eagerness of the Government to take into account the political aspira- 
tions of United States Territories. 

The Department has been informed by the Bureau that there is no objection 
to the submission of this report. 

Sincerely yours, 
Jack K. McFatt, 
Assistant Secretary 
(For the Secretary of State). 


DEPARTMENT OF STATE, 
Washington, September 19, 1950. 
Hon. Josern C. O’ MAnoney, 
Chairman, Committee on Interior and Insular Affairs, 
United State Senate. 

My Dear Senator O’Manoney: This is in reply to your letter of September 12, 
1950, regarding the Department of State’s views on bills for admission of Hawaii 
and Alaska into the Union, and inquiring whether recent events in Korea have in 
any way caused the Department’s views to be changed. 

The views of the Department as set forth in the letter of April 20, 1950, have not 
been modified by the development of the Korean conflict. Indeed, the Depart- 
ment believes that the Korean situation has increased the urgency for favorable 
action on these bills and has rendered more compelling the reasons set forth in my 
letter of April 20, 1950. 

Sincerely yours, 
Jack K. McFatt, Assistant Secretary, 
(For the Secretary of State). 
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Unirep States SENATE, 
CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 


March 30, 1950. 
Hon. Louis JoHNson, 


The Secretary of Defense, 
The Pentagon, Washington, D. C. 


Dear Mr. Secretary: As you doubtless are aware, the Senate Committee on 
Interior and Insular Affairs has before it two bills, H. R. 331 and H. R. 49, 
which would admit the Territories of Alaska and Hawaii, respectively, into the 
Federal Union as States. In connection with its consideration of this proposed 
legislation, the committee requires authoritative information from the Depart- 
ment of Defense as to the advantages, if any, from a point of view of national 
defense, of extending statehood to these Territories. Specifically, would state- 
hood for Alaska and Hawaii give greater strength to our military position in those 
areas than does the present Territorial organization of the local government? 

Hearings on the Alaska bill are scheduled to start April 24 and those on Hawaii 
on May 1. Would you be good enough to have a qualified member of the Defense 
Department ready to give the committee factual information with respect to the 
relative advantages and disadvantages of statehood for the defense of each of 
these Territories at these hearings? if you deem it desirable, the Defense Depart- 
ment can be heard in executive session, and any statements made at the time will 
not be made public. 

Sincerely yours, 
Josepx C. O’ Manoney, Chairman, 


Tue Secretary OF DEFENSE, 
Washington, April 18, 1950. 
Hon. Joserx C. O’ Manoney, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate. 

My Dear Senator O’ Manoney: This letter is further in response to your com- 
munication of March 30, 1950, in which you make reference to two bills, H. R. 
331 and H. R. 49, which, if enacted, would admit the Territories of Alaska and 
Hawaii, respectively, into the Federal Union as States. Because I understand 
that your committee intends on April 24 to commence hearings on H. R. 331, 
which concerns Alaska, and to hold hearings beginning May 1 on H. R. 49, the 
Hawaiian proposal, I address this letter to you for the purpose of expressing the 
concurrence of the Department of Defense in both proposals. 

As you know, the administration has repeatedly expressed itself as favoring 
Hawaiian and Alaskan statehood and both proposals have again and again been 
introduced by the President. On January 4, in his state of the Union message, 
President Truman urged that the Congress during 1950 “grant statehood to Alaska 
and Hawaii.” The enactment of H. R. 49 and H. R. 331 would, I believe, effec- 
tively accomplish this objective. 

You asked in your letter of March 30 as to whether from the point of view 
of national defense, it would be advantageous to extend statehood to Alaska and 
Hawaii, and you inquired specifically as to whether statehood would give greater 
strength to our military position in those areas than does the present Territorial 
type of local government. It is obvious that the more stable a local government 
can be, the more successful would be the control and defense of the area in case 
of sudden attack. There can be no question but that in the event of an attack 
any State would be immensely aided in the initial stages of the emergency by 
the effective use of the State and local instrumentalities of law and order. By 
the same token it would seem to me that, as persons in a position to assist the 
Federal garrisons which might exist in Hawaii or Alaska, the locally elected 
governors, sheriffs, and the locally selected constabulary and civil-defense units 
all would be of tremendous value in cases of sudden peril. Therefore, my answer 
to your question is that statehood for Alaska and Hawaii would undoubtedly 
give a considerable added measure of strength to the over-all defense of both 
areas in event of emergency. 

I am not attempting in this letter to endorse the specific language of either 
of the bills under consideration, but I do wish strongly to support the principle of 
granting immediate statehood to both the Territories of Alaska and Hawaii as in 
the best interest of the United States and of all of its peoples both here and in the 
Territories. 

With kindest personal regards, I am, 

Sincerely yours, 
Lovis JOHNSON. 
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THe SECRETARY OF DEFENSE, 
Washington, D. C., September 15, 1950. 
Hon. Josepu C. O’ MAHONEY, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate. 

My Dear Mr. Crarrman: I have just received your letter of September 13 
asking me if I would like to express any views with respect to statehood for 
Alaska and Hawaii in addition to the views which I expressed in my letter of 
of April 18 to you. 

I have nothing to add to the views I have previously expressed on this subject, 
other than to say that recent events in the Pacific seem to me to give added 
point and emphasis to the statements contained in my letter of April 18. 

With warm personal regards, I am 

Sincerely yours, 
Louis JOHNSON. 


UnitTEep States SENATE, 
CoMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
April 7, 1950. 
Hon. Dean G. AcHESON, 
The Secretary of State, State Department, 
Washington 25, D. C. 

My Dear Mr. Secretary: As you doubtless are aware, the Senate Committee 
on Interior and Insular Affairs has before it two bills, H. R. 331 and H. R. 49, 
which would admit the Territories of Alaska and Hawaii, respectively, into the 
Federal Union as States. In connection with its consideration of this proposed 
legislation, the committee requires authoritative information from the Depart- 
ment of State as to what effect, if any, extension of statehood to these Territories 
would have upon the foreign relations of the United States. 

Statehood for Alaska and Hawaii presents new and different problems from 
those that have been encountered up to the present in the admission of States, 
since both areas are noncontiguous to the United States. Also, in each there are 
large racial groups, comparatively, whose educational and cultural standards 
differ markedly from those of the United States and who have little familiarity 
with our traditions, our political institutions, and our responsibilities. 

It is recalled that certain representatives of the Soviet Union are reported to 
have made references to the treaty by which Alaska was purchased and to have 
indicated some possible interest in the future return of the Territory to Russian 
sovereignty. It is noted that western Alaska and eastern Siberia are extremely 
close geographically. 

Hearings on the Alaska bill are scheduled to open on April 24 and those on 
Hawaii on May 1. Would you be good enough to have a qualified officer of the 
State Department ready to give the committee factual information and the 
Department’s views on the effects of the inclusion within the United States, 
politically speaking, of these strategic noncontiguous areas with their diverse 
poner elements? If you deem it desirable, the State Department can be 
1eard in executive session, and the facts and opinions presented will not be made 
public. 

Sincerely yours, 
JoserH C. O’Manoney, Chairman. 


DEPARTMENT OF STATE, 
OFFICE OF THE ASSISTANT SECRETARY OF STATE, 
Washington, April 20, 1950. 
Hon. Joserpn C. O’Manoney, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate. 

My Dear Senator O’Manoney: This is to acknowledge your letter of April 7 
addressed to Secretary Acheson informing him of the hearings on the Alaska 
and Hawaii bills which are scheduled to open on April 24 and May 1, respec- 
tively, and inviting the Department to have a qualified officer ready to give the 
committee factual information and the Department views on the possible effects 
of the inclusion of these Territories within the United States. 

When similar proposals were before the Senate last year, you were good enough 
to invite the views of the Department, which were furnished to you in letters 
dated July 7 and June 29, 1949. The views of the Department remain as then 
stated. The Department perceives no objection to the provisions of these bills 
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from the standpoint of the foreign policy of the United States and considers that 
the admission of these. Territories to the Union would be in conformity with the 
traditional policy of the United States toward the peoples of Territories under its 
administration who have not yet become fully self-governing. It continues to 
feel that favorable action on these bills by the Congress would be an act in 
fulfillment of the obligation assumed by the United States in accepting the 
declaration regarding non-self-governing Territories set out in chapter XI of 
the Charter of the United Nations and would thus serve to support American 
a policy and strengthen the position of the United States in international 
airs. 

With reference to the final paragraph of your letter, the Department is glad 
to accept your invitation and will have a qualified officer ready to give the com- 
mittee such factual information as the committee may wish to have, insofar as 
the Department of State is concerned. 

incerely yours, 
Jack K. McFatt, 
Assistant Secretary 
(For the Secretary of State). 


DEPARTMENT OF STATE, 
Washington, July 7, 1949. 
The Honorable Josern C. O’Manoney, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate. 

My Dear Senator O’Manoney: On June 13, 1949, you transmitted to the 
Department of State for its study and report a bill, 8. 2036, to provide for the 
admission of the Territory of Alaska into the Union. 

The Department has examined this bill carefully and, from the standpoint of 
the foreign policy of the United States, perceives no objection to the provisions 
contained therein. 

Admission to the Union would fulfill the expressed aspiration of the people of 
Alaska. The outcome of a plebiscite held in Alaska 3 years ago on the question 
of proposed statehood resulted in a substantial majority of votes in favor of that 
status. Moreover, such action would be in conformity with the traditional 
policy of the United States toward the peoples of Territories under its adminis- 
tration who have not yet become fully self-governing. 

The Department considers that action by the Congress in according statehood 
to Alaska would be an act of fulfillment of the obligation assumed by the United 
States in accepting the Declaration Regarding Non-Self-Governing Territories 
set out in chapter XI of the Charter of the United Nations and would thus serve 
to support American foreign policy and strengthen the position of the United 
States in international affairs. We have been advised by the Bureau of the 
Budget that the proposed legislation is in accord with the program of the Presi- 
dent and that there is no objection to the submission of this report. 

Sincerely yours 
Ernest A. Gross, 
Assistant Secretary 
(For the Secretary of State). 


Unirep Sratres Court oF APPEALS FOR THE TuHrIRD CrRculIrT, 
Philadelphia 7, Pa., April 27, 1951. 
Hon. Josepn C. O’Manoney, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 


Dear Senator O’Manoney: You have been good enough to submit to me as 
Chairman of the Judicial Conference Committee on Revision of the Judicial Code 
the bill (S. 50) providing statehood for Alaska, together with the proposed com- 
mittee amendments. I have carefully examined sections 10 to 15, inclusive, of 
the bill which relate to the judiciary and I am glad to state that they appear to 
be in excellent form to take care of the transition from Territorial status to 
statehood. 

In this connection it is necessary to provide for a new United States district 
court and to accomplish this a number of amendments to title 28, United States 
Code, Judiciary and Judicial Procedure, are required. These amendments are 
made by section 10 of the bill and they appear to be entirely appropriate to 
accomplish the object. 

Sincerely yours, 


ALBERT B. Marts, 
United States Circuit Judge. 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule X XIX of the Standing 
Rules of the Senate, changes in existing law made by the bill S. 50, as 
reported, are shown as follows (existing law proposed to be repealed is 
enclosed in black brackets, additions to existing law are italicized): 


TirLe 28, Unirep States CopE 


Chapter 5.—DISTRICT COURTS 
§ 81 A. Alaska. 

Alaska constitutes one judicial district. 

Court shall be held at Anchorage, Fairbanks, Juneau, and Nome. 
§ 133. Appointment and number of district judges. 


The President shall appoint, by and with the advice and consent of the Senate, 
district judges for the several judicial districts, as follows: 


Districts Judges 
Alabama: 
SE tl tC Peete eee eee eames LEE OF Re Bee wo he 2 
en ae rere Seeee anes arr ee Meee eee 8s PATE!) oh A ie BESS ed OS l 
RD Te BOE ee Ser ere eee ee a ee oma 1 
Nee ee nee nee eee eee ne oe com 1 
* - : * * * * 


§ 373. Judges in Territories and Possessions. 


Any judge of the United States District Courts for the districts of Hawaii or 
Puerto ie {the District Court for the Territory of Alaska,] the United States 
District Court for the District of the Canal Zone or the District Court of the 
Virgin Islands and any justice of the Supreme Court of the Territory of Hawaii 
who resigns, retires, or fails of reappointment or is removed by the President of 
the United States upon the sole ground of mental or plysical disability, after 
attaining the age of seventy years and after serving as judge of one or more of 
such courts, at least sixteen years, continuously or otherwise, shall continue to 
receive the salary which he received when he relinquished office. 
* * * * * * * 

§ 460. Application to [Alaska,] Canal Zone and Virgin Islands. 

Sections 452-459 of this chapter shall also apply to [the District Court for the 
Territory of Alaska,] the United States District Court for the District of the 
Canal Zone and the District Court of the Virgin Islands and the judges thereof. 


§ 610. Courts defined. 


As used in this chapter the word ‘‘courts’’ includes the courts of appeels and 
district courts of the United States, [the District Court for the Territory of 
Alaska,] the United States District Court for the District of the Canal Zone, the 
District Court of the Virgin Islands, the Court of Claims, the Court of Customs 
and Patent Appeals, and the Customs Court. 


§ 753. Reporters. 


(a) Each district court of the United States, [the District Court for the Ter- 
ritory of Alaska,] the United States District Court for the District of the Canal 
Zone, and the District Court of the Virgin Islands shall appoint one or more 
court reporters. 

* * * + * * * 
§ 1252. District appeals from decisions invalidating Acts of Congress. 

Any party may appeal to the Supreme Court from an interlocutory or final 
judgment, decree or order of any court of the United States, [the District Court 
for the Territory of Alaska, ] the United States District Court for the District of 
the Canal Zone and the District Court of the Virgin Islands and any court of 
record of [Alaska,] Hawaii and Puerto Rico, holding an Act of Congress un- 
constitutional in any civil action, suit, or proceeding to which the United States 
or any of its agencies, or any officer or employee thereof, as such officer or em- 
ployee, is a party. 

* * * * * . + 
§ 1291. Final decisions of district courts. 


The courts of appeals shall have jurisdiction of appeals from all final decisions 
of the district courts of the United States, [the District Court for the Territory 


S. Rept. 315, 82-1——-4 
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of Alaska,] the United States Distriet Court for the District of the Canal Zone, 
and the District Court of the Virgin Islands, except where a direct review may be 
had in the Supreme Court. 


§ 1292. Interlocutory decisions. 


The courts of appeals shall have jurisdiction of appeals from: 

AD) Interlocutory orders of the district courts of the United States, [the Dis- 
trict Court for the Territory of Alaska,] the United States District Court for the 
District of the Canal Zone, and the District Court of the Virgin Islands, or of the 
judges thereof, granting, continuing, modifying, refusing or dissolving injunctions, 
or refusing to dissolve or modify injunctions, except where a direct review may 
be had in the Supreme Court; 

* * * * * * * 
§ 1294. Circuits in which decisions reviewable. 


Appeals from reviewable decisions of the district and territorial courts shall be 
taken to the courts of appeals as follows: 

(1) From a district court of the United States to the court of appeals for the 
circuit embracing the district; 

{(2) From the District Court for the Territory of Alaska or any division 
thereof, to the Court of Appeals for the Ninth Circuit;] 

[(3)] (2) From the United States District Court for the District of the Canal 
Zone, to the Court of Appeals for the Fifth Circuit; 

((4)] (3) From the District Court of the Virgin Islands, to the Court of Appeals 
for the Third Circuit; 

£(5)] (4 From the Supreme Court of Hawaii, to the Court of Appeals for the 
Ninth Circuit; 

£(6)] (5) From the Supreme Court of Puerto Rico, to the Court of Appeals 
for the First Circuit. 


§ 1346. United States as defendant. 
* * * * * * * 


(b) Subject to the provisions of chapter 171 of this title, the district courts, 
{together with the District Court for the Territory of Alaska, ] the United States 
District Court for the District of the Canal Zone and the District Court of the 
Virgin Islands, shall have exclusive jurisdiction of civil actions on claims against 
the United States, for money damages, accruing on and after January 1, 1945, for 
injury or loss of property, or personal injury or death caused by the negligent or 
wrongful act or omission of any employee of the Government while acting within 
the scope of his office or employment, under circumstances where the United 
States, if a private person, would be liable to the claimant in accordance with the 
law of the place where the act or omission occurred. 


+ * * * * x 


§ 2072. Rules of civil procedure for district courts. 

The Supreme Court shall have the power to prescribe, by general rules, the 
forms of process, writs, pleadings, and motions, and the practice and procedure of 
the district courts of the United States [and of the District Court for the Territory 
of Alaska] in civil actions. 

* * * * * * * 


§ 2410. Actions affecting property on which United States has lien. 

(a) Under the conditions prescribed in this section and section 1444 of this 
title for the protection of the United States, the United States may be named a 
party in any civil action or suit in any district court, [including the District 
Court for the Territory of Alaska,] or in any State court having jurisdiction of 
the subject matter, to quiet title to or for the foreclosure of a mortgage or other 
lien upon real or personal property on which the United States has or claims a 
mortgage or other lien. 

* * * * * * * 


TitLe 18, Unitep States Cope 


§ 3241. Jurisdiction of offenses under certain sections. 
The [District Court for the Territory of Alaska, the] United States District 
Court for the Canal Zone and the District Court of the Virgin Islands shall have 
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jurisdiction of offenses under the laws of the United States, not locally inapplicable, 
committed within the territorial jurisdiction of such courts, and jurisdiction, con- 
currently with the district courts of the United States, of offenses against the laws 
of the United States committed upon the high seas. 


§ 3401. Petty offenses; application of probation laws fees. 
* * * * * * * 


(e) This section shall not apply to the District of Columbia nor shall it repeal 
or limit existing jurisdiction, power or authority of commissioners appointed 
{for Alaska or] in the several national parks, 


§ 3771. Procedure to and including verdict. 


The Supreme Court of the United States shall have the power to prescribe, 
from time to time, rules of pleading, practice, and procedure with respect to any 
or all proceedings prior to and including verdict, or finding of guilty or not guilty 
by the court if a jury has been waived, or plea of guilty, in criminal cases and pro- 
ceedings to punish for criminal contempt of court in the United States district 
courts, in the district courts for [the Territory of Alaska, ] the district of the 
Canal Zone and the Virgin Islands, in the Supreme Courts of Hawaii and Puerto 
Rico, and in proceedings before United States commissioners. Such rules shall 
not take effect until they shall have been reported to Congress by the Chief Justice 
at the beginning of a regular session thereof and until after the close of such session, 
and thereafter all laws in conflict therewith shall be of no further force and effect. 

~ * * * * * * 
§ 3772. Procedure after verdict, 


The Supreme Court of the United States shall have the power to prescribe, 
from time to time, rules of practice and procedure with respect to any or all 
proceedings after verdict, or finding of guilt by the court if a jury has been waived, 
or plea of guilty, in criminal cases and proceedings to punish for criminal contempt 
in the United States district courts, in the district courts for [the Territory of 
Alaska, ] the District of the Canal Zone, and the Virgin Islands, in the Supreme 
Courts of Hawaii and Puerto Rico, in the United States courts of appeals, in the 
United States Court of Appeals for the District of Columbia, and in the Supreme 
Court of the United States. This section shall not give the Supreme Court 
power to abridge the right of the accused to apply for withdrawal of a plea of 
guilty, if such application be made within ten days after entry of such plea, and 
before sentence is imposed. 


* * * * ~ * * 





SucTion 2 oF FEDERAL ReEsERVE Act (38 Strat. 251, 252) 


Sec. 2. As soon as practicable, the Secretary of the Treasury, the Secretary of 
Agriculture and the Comptroller of the Currency, acting as ‘‘The Reserve Bank 
Organization Committee,” shall designate not less than eight nor more than twelve 
cities to be known as Federal reserve cities, and shall divide the continental 
United States, excluding Alaska, into districts, each district to contain only one 
of such Federal —— cities. The determination of said organization committee 
shall not be subject to review except by the Federal Reserve Board when or- 
ganized : Prostdes That the districts shall be apportioned with due regard to the 
eonvenience and customary course of business and shall not necessarily be co- 
terminous with any State or States. The districts thus created may be readjusted 
and new districts may from time to time be created by the Federal Reserve 
Board, not to exceed twelve in all. Such districts shall be known as Federal 
reserve districts and may be designated by number. [A majority of the organiza- 
tion committee shall constitute a quorum with authority to act.] When any 
State is hereafter admitted to the Union the Federal Reserve district shall be readjusted 
by the Board of Governors of the Federal Reserve System in such manner as to include 
such State. Ewery national bank in any Stale shall, upon commencing business 
or within ninety days after admission into the Union of the State in which tt is located, 
become a member bank of the Federal Reserve System by subscribing and paying for 
stock in the Federal Reserve bank of its district in accordance with the provisions of 
this Act and shall thereupon be an insured bank under the Federal Deposit Insurance 
Act, and failure to do so shall subject such bank to the penalty provided by the sixth 
paragraph of this section, 
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AppENnDIx A 


c ANAtysis oF Provisions or S. 50 as Reportrsep 
Section 1 
Defines the area of and authorizes Territory of Alaska to become a State. 
(Similar provision contained in secs. 1 and 2 of Nebraska Enabling Act (13 Stat. 
47).) The amendment, adopting the language of the Nebraska Act, brings the 


bill into conformity with the corresponding section of the Hawaii statehood 
measure, 8. 49. 


Section 2 

Paragraph 1: Provides for constitutional convention (27 delegates); election 
of delegates and apportionment. (Similar provisions contained in sec. 1, par. 1, 
of New Mexico Enabling Act (36 Stat. 557); sec. 19 of Arizona Enabling Act (36 
Stat. 568); sec. 3 of North Dakota, South Dakota, Montana, and Washington 
Enabling Act (25 Stat. 676); sec. 3 of Nebraska Enabling Act (13 Stat. 47).) 

Paragraph 2: Provides for issuance of proclamation by Governor within 30 
days after approval of act for election of delegates; provides that election shall be 
governed by the laws of the Territory regulating nominations and elections. 
(Similar provisions contained in sec. 1, par. 2 of New Mexico; sec. 19 of Arizona; 
sec. 3 of Nebraska.) 


Section 3 


Paragraph 1: Provides for meeting of convention and duties thereof. (Similar 
rovision contained in sec. 2, par. 1 of New Mexico; sec. 20 of Arizona; sec. 4 of 
North Dakota, South Dakota, Montana, and Washington; sec. 4 of Nebraska.) 

Paragraph 2: Provides that constitution shall be republican in form and not 

repugnant to Constitution of the United States and the principles of the Decla- 
ration of Independence; that no person shall be qualified to hold public office 
under the constitution who advocates overthrow of the government of the State or 
the United States. (Similar provisions to first requirement contained in sec. 2, 
par. 1 of New Mexico; sec. 20, par. 1 of Arizona; sec. 4, par. 1 of Nebraska.) 

Prescribes the following general principles to be embodied in constitution: 

First: Religious freedom. (Similar to provisions in sec. 2, First, of New 
Mexico, no prohibition against polygamy or giving liquor to Indians in H. R. 
331; sec. 20, First, of Arizona; sec. 4, Second, of Nebraska.) 

Second: Disclaimer by State of all right and title to any lands or property 
not granted or confirmed to State the right or title to which is held by the 
United States or is subject to disposition by the United States; disclaimer by 
State of land or other property the right or title to which may be held by 
natives or which is held in trust by the United States for the natives; such 
lands and property to remain under jurisdiction and control of the United 
States with certain exceptions; exemption from taxation by State of said 
lands or property, with certain exceptions. (Similar provisions in sec. 2, 
Second, of New Mexico; sec. 20, Second, of Arizona; sec. 4 of North Dakota, 
South Dakota, Montana, and Washington; sec. 4, Third, of Nebraska.) 

Third: Assumption of debts and liabilities of Territory by State. (Similar 
to provisions in sec. 2, Third, of New Mexico; sec. 20, Third, of Arizona; 
sec, 4, Third, of North Dakota, South Dakota, Montana, and Washington, 
the latter do not contain provision as to successor of debts owed.) 

Fourth: Establishment and maintenance of public schools. (Similar to 
sec. 2, Fourth, of New Mexico; sec. 20, Fourth, of Arizona; sec. 4, Fourth, of 
North Dakota, South Dakota, Montana, and Washington.) 5 

Fifth: Consent of people of State to right and powers reserved to United 
States, as well as conditions of grants of land or other property. (Similar to 
sec. 2, Ninth, of New Mexico; sec. 20, Ninth, of Arizona.) 
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Sixth: Equality of taxation of land and other property of citizens of United 
States residing outside State. (Similar to provision in sec. 2, Second, of 
New Mexico; sec. 20, Second, of Arizona; sec. 4, Second, of North Dakota, 
South Dakota, Montana, and Washington; sec. 4, Third, of Nebraska.) 


Section 4 


Provides that the State of Alaska shall succeed to the title to all realty and per- 
sonalty held by the Territory of Alaska; the United States to retain title to all 
realty and personalty held including public lands, except as provided in section 5. 


Section & 


(a) Provides grant of 200,000 acres from national forests and 200,000 acres 
from vacant unappropriated and unreserved public land, for purpose of develop- 
ment and expansion of communities in Alaska. 

(b) Five years from admission, State entitled to select 20,000,000 acres addi- 
tional from vacant, unappropriated, and unreserved public lands, with certain 
limitations, the income and proceeds of such lands to be held as public trust for 
support of public schools. (See sec. 6 of New Mexico; sec. 24 of Arizona; sec. 10 of 
North Dakota, South Dakota, Montana, and Washington; sec. 4 of Wyoming; 
sec. 7 of Nebraska.) 

(c) Provides for additional 124%-percent payment from national forest revenues. 

(d) Provides for the grant of block 32 and the structures and improvements 
thereon in Juneau for use as a dwelling for the Governor, State museum, and for 
park and recreational purposes; contains reverter clause. 

(e) Grants Federal building and jail at Juneau to State. 

(f) Provides for the grant of vacant, unappropriated unreserved public lands 


for internal improvements: Acres 

Legislative, executive, and judicial public buildings. _-..-...-...------ 500, 000 
Be es od Siig ol SIS mie pemewnee were 200, 000 
IE oe Se ee Oe od co cc cw wcccucccces 200, 000 
Schools and asylums for deat, dumb, and blind___-_-_____-_---------- 200, 000 
Normal schools__.--_------- sr mania, sbayseutie an. bocelediel wile 500. 000 
State charitable, penal, and reformatory institutions _______-_---_---- 200, 000 
Homes for pioneer residents_-_-_-_--...-..---------- oe wae ie uae 200, 000 


Soneran mee oe ee eee otk 


Such grants not to be taken from lands within military and other reservations of 
United States; and only from surveyed lands, (Similar provisions in sec. 7 of 
New Mexico; sec. 25 of Arizona, secs. 12, 14, 15, 16, 17 of North Dakota, South 
Dakota, Montana, Washington; secs. 8, 9, and 10 of Nebraska.) 

(g) Provides for the transfer to State all property of United States used in 
connection with conservation and protection of fisheries and wildlife, but does not 
include control over fur seals, sea otters, and fish and wildlife resources protected 
under international agreements. State to receive 50 percent of net proceeds 
derived from sale of seal or sea-otter skins. 

(h) Provides for the confirmation of grants previously made to Territory. No 
other grants except by subsequent legislation. 

(i) Provides for exclusive control of schools and colleges by the State; sectarian 
prohibition. (Similar provision in sec. 8 of New Mexico; sec. 26 of Arizona; 
sec. 14 of North Dakota, South Dakota, Montana, and Washington.) 

(j) Provides that 5 percent of proceeds of net sales of public lands sold subse- 
quent to admission of State to be paid to State for support of common schools. 
(Similar provision in sec. 9 of New Mexico; sec. 27 of Arizona; sec. 13 of North 
Dakota, South Dakota, Montana, and Washington, except money to be used as 
permanent fund, interest only to be used for common schools; sec. 4 of Nebraska.) 

(k) Proceeds of sales of public lands, seal or sea-otter skins, oil royalties, etc., 
not paid to State or otherwise appropriated by Congress, to be used to retire 
public debt. 


Section 6 


Provides for the submission of constitution to the people; time for election‘ 
canvass of returns; submission to Congress through President if majority of votes 
are for the constitution; notification by President to governor if constitution and 
government are republican in form and comply with provisions of enabling act; 
governor to issue proclamation for election of State officers, ete. If constitution 
disapproved by Congress, sets forth procedure for reconsideration by constitu- 
tional convention. (Similar provisions contained in secs. 3 and 4 of New Mexico; 
secs. 21 and 22 of Arizona; sec. 8 of North Dakota, South Dakota, Montana, and 
Washington; sec. 5 of Nebraska.) (The provisions of the New Mexico and 
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Arizona acts differ in that the constitution is submitted to the President and 
Congress, if the President and Congress approve or if the President approves and 
Congress fails to approve or if the President approves and Congress fails to 
approve during next regular session, President to notify governor.) 


Section 7 (a) 


Paragraph 1: Constitutional convention.to provide, in case of ratification of 
constitution by people and approval by Congress, for election of officers, includ- 
ing governor, members of State legislature, one Representative and two Senators. 
Provides election procedure; certification of result of election to the President; 
admission as State by proclamation of President. Until proclamation issued by 
President all officers to continue to discharge duties of their offices. (Similar 
provisions contained in see. 6 of New Mexico; see. 23 of Arizona; sees. 8 and 9 
of North Dakota, South Dakota, Montana, and Washington; see. 5 of Nebraska.) 

Paragraph 2: Upon admission as a State and upon election and qualification 
of officers, officers to proceed to exercise duties and functions; laws in force in the 
Territory to continue except as modified or changed by enabling act, or otherwise. 
Laws of United States to have same force and effect as elsewhere in United States. 
(See sec. 16 of New Mexico; see. 34 of Arizona.) 

(b) Provides for temporary increase in membership of House of Representatives. 


Section 8 


Authorizes aeuneeeeee of $200,000 for expenses of election, constitutional 
convention, etc. (See see. 17 of New Mexico; sec. 35 of Arizona; sec. 14 of 
Nebraska.) 


Section 9 


Reserves to the United States exclusive jurisdiction over Mount McKinley 
National Park, saving to State right to serve civil and eriminal process, and right 
to tax; permits persons residing in park to vote. (See sec. 2 of Wyoming.) 


Section 10 


This section is designed to effectuate changes in certain provisions of titles 18 
and 28, United States Code, which would be necessary upon admission of Alaska 
asa State. 


Section 11 


Preserves causes pending or on appeal prior to statehood, and eauses of action 
which have arisen prior to that time but which have not yet been sued upon. 


Section 12 
Authorizes the continuation of appellate proceedings prior to statehood. 
Section 13 


Provides for transfer to United States District Court for the District of Alaska 
of all causes pending in the District Court for the Territory of Alaska which are 
of such a nature as to be within the new court’s jurisdiction and the transfer 
to the appropriate courts of the State of Alaska of all other causes pending in the 
District Court for the Territory. 


Section 14 


Makes courts of original jurisdiction to be created by the State of Alaska the 
successors of the District Court for the Territory of Alaska with respect to cases 
not transferred to the United States District Court for the District of Alaska 
and also provides for the transfer of reeords to them. 

Section 15 


Authorizes courts created by the State to proceed with causes pending in the 
District Court for the Territory at the time Alaska becomes a State, and authorizes 
appeal from the courts of last resort created by the State of Alaska to the Supreme 
Court of the United States. 


Section 16 


Amends Federal Reserve Act to permit new State to be included in Federal 
Reserve System. 


Section 17 
Repeals all Federal or Territorial legislation in conflict with the act. 
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Apprenpix B 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
DIvISION OF TERRITORIES AND ISLAND POSSESSIONS, 
Washington, May 10, 1950. 


MEMORANDUM 
To: The Secretary. 
From: Chief Counsel. 
Subject: United States Obligation to Grant Statehood to Alaska and Hawaii. 


In accordance with your request, there follows a discussion of the United 
States obligation to admit Alaska and Hawaii to the Union. The views incorpo- 
rated in this memorandum have been submitted to the House Public Lands 
Committee at the time of its hearings on the two statehood bills; for the House 
committee, like the Senate Interior and Insular Affairs Committee, expressed an 
interest in the question. This memorandum has been cleared informally with 
Assistant Secretary of State Hickerson. The portion relating to our obligations 
under the United Nations Charter was prepared in the Department of State. 


I. Obligation assumed by the United States under chapter XI of the Charter of the 
United Nations in relation to statehood for Alaska and Hawaii 


The question has been raised whether the admission of Alaska and Hawaii to 
the Union would, having regard to the provisions of chapter XI of the Charter of 
the United Nations, constitute a precedent requiring similar action in respect to 
other United States Territories and possessions. 

Chapter XI of the Charter of the United Nations is a ‘Declaration Regarding 
Non-Self-Governing Territories.” Under that chapter the United States, as a 
Government responsible for the administration of certain non-self-governing ter- 
ritories, accepted the obligation, among others, ‘‘to develop self-government, to 
take due account of the political aspirations of the peoples, and to assist them in 
the progressive development of their free political institutions, according to the 
particular circumstances of each territory and its peoples and their varying stages 
of advancement.’’ As will be apparent from this language, this constitutes an 
obligation to develop self-government in the Territories, and possessions of the 
United States, but as will be equally apparent, it is not a commitment to develop 
such self-government in a specific manner or toward a specific goal, such as 
statehood. The Charter of the United Nations, in its provisions relating to non- 
self-governing territories, neither diminishes nor increases the powers of Congress 
to determine the constitutional status of United States Territories and possessions. 
Accordingly, the granting of statehood to Alaska and Hawaii would not obligate 
the United States to give a similar status to its remaining Territories or posses- 
sions in order to fulfill its obligations under the United Nations Charter but would 
leave this Government in future full freedom to deal with other situations or 
cases in accordance with the particular circumstances of each Territory. 


II. Obligations assumed under domestic law 


Although the United States has assumed no international obligation to grant 
statehood to Alaska and Hawaii or to any of the other non-self-governing areas 
under its administration, it has by implication promised the two Territories of 
Alaska and Hawaii that when they had shown that they were qualified to exercise 
the prerogatives and discharge the responsibilities of statehood, they would be 
advanced to that status on an equal footing with the other 48 States. The implied 
promise referred to arises from the action of the Congress in “incorporating”’ 
both Territories by the express extension to them of the Constitution and from 
the implications of incorporation. 

The distinction between incorporated and unincorporated territories was first 
clearly drawn by the Supreme Court of the United States in the so-called Insular 
cases, De Lima v. Bidwell (182 U.S. 1) and Downes v. Bidwell (182 U.S. 244), 
in 1901, although the first. incorporated Territory was created in 1787. The 
question before the Court was whether the constitutional requirement that duties, 
imposts, and excises be uniform ‘‘throughout the United States’’ had been extended 
to Puerto Rico so as to render invalid a provision of Puerto Rico’s organic act 
establishing a schedule of customs duties on merchandise from Puerto Rico 
entering the continental United States. The Court decided that Puerto Rico 
was not a part of the United States for the purposes of the constitutional provision, 








32 PROVIDING FOR THE ADMISSION OF ALASKA INTO THE UNION 


because it had not been “‘incorporated.’’ Subsequent decisions pointed out that 
‘fneorporation occurs when a territory is made a part of the United States, as 
distinguished from merely belonging to it,’’ and that ‘‘incorporation is not to be 
assumed without express declaration, or an implication so strong as to exclude 
any other view” (Balzac v. People of Porto Rico (258 U.S. 298 (1922))). 

It is settled that incorporation of a territory takes place when the Constitution 
is expressly extended to it. Section 5 of the Organic Act of Hawaii (act of April 
30, 1900, 31 Stat. 141, 48 U. S. C., 1946 ed., sec. 495) provides: ‘““The Constitu- 
tion * * * shall have the same force and effect within the Territory of 
Hawaii as elsewhere in the United States,’ and identical language with respect 
to the application of the Constitution to Alaska is contained in section 3 of the 
Organic Act of Alaska (act of August 24, 1912, 37 Stat. 512, 48 U.S. C., 1946 ed., 
sec. 23). The incorporated status of both Alaska and Hawaii has been given 
judicial recognition (Nagle v. United States (191 Fed. 141 (1911)); Rassmussen 
v. United States (197 U. S. 516 (1905)); United States v. Farwell (76 F. Supp. 
35 (1948)); ef. Hawaii v. Mankichi (190 U. 8. 197 (1903))). 

There are at least three reasons for the emphasis on clear evidence of intent 
to incorporate. One is that by incorporating a Territory the Congress subjects 
itself to certain limitations upon its power subsequently to legislate for that 
Territory which do not apply when it legislates Ter an unincorporated area. 
This was established by the Insular cases. For example, the Congress could not 
withdraw from the people of an incorporated Territory the right to a jury trial 
guaranteed by the Constitution, Rassmussen v. United States (197 U. 3S. 529 
(1905)), but need not grant the right to the people of an unincorporated Territory. 
Balzac v. People of Porto Rico, supra; Dorr v. United States (195 U.S. 138 (1904)) 
(Philippine Islands). The second reason is that it is generally agreed that the 
act of incorporation is irrevocable, since the Constitution, once extended, can- 
not be withdrawn. See the concurring opinions in Rassmussen v. United States, 
supra (pp. 530, 536); Cooley’s Principles of Constitutional Law (4th ed., 1931, 
214). The third, and most important here, is that the act of incorporation 

as consistently been regarded as a commitment by the Congress ultimately to 


admit as a State the area incorporated. In the Balzac case, supra, the Supreine: 


Court said that “incorporation has always been a step, and an important one, 
leading to statehood.”’ In McAllister v. United States (141 U. 8. 174, 188 (1891)), 
Territorial government was described as temporary and destined to be ‘“‘super- 
seded when the Territories became States of the Union.”” In Ex Parte Morgan 
(20 F. 298, 305 (1883)), a Territory is described as ‘“‘an inchoate State.’”’ In 
O’ Donoghue v. United States (289 U. S. 516, 537 (1933)), the Court said that ‘‘the 
outlying continental public domain, of which the United States was the proprietor, 
was, from the beginning, destined for admission as a State or States into the 
Union.” Constitutional law treaties contain similar statements. There are 
repeated references to the fact that the ultimate political status of Territories 
is statehood in the congressional debates on the organic acts. To cite an example, 
in the case of Alaska, Congressman Wedemeyer, of Michigan, declared that, by 
the treaty with Russia itself, ‘‘Alaska was incorporated into the body of the 
United States and * * * those people had the promise of future statehood 
for the Territory.’”’ In an effort to avoid the well-understood consequence of 
incorporation, namely statehood, when the Hawaiian Organic Act was being 
debated, Congressman Hill offered the following amendment: ‘Nothing in this 
act shall be construed, taken, or held to imply a pledge or promise that the 
Territory of Hawaii will at any future time be admitted as a State or attached 
to any State.’ (33 Cong. Rec. 3864.) The amendment was defeated. The Con- 
gressional Record is replete with other evidence that Members of Congress were 
aware of the significance of proposed incorporation and considered it to be a first 
step in the direction of statehood. 

he strongest possible argument that incorporation is a step toward statehood 
is historical precedent. All incorporated Territories except Alaska and Hawaii 
have become States. The first of a series of organic acts for incorporated terri- 
tories was the Northwest Ordinance of 1787. Besides providing the framework 
of government for the Northwest Territory, which was erected upon lands ceded 
to the Federal Government by the Thirteen Original States, the ordinance 
outlined a policy with respect to ultimate status for the Territory which was 
followed for Territories subsequently acquired. It provided that when the 
population in any of the districts into which the Territory was divided should 
reach 60,000, the district was to be admitted into the Union as a State on an 
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equal footing with the original States. Organic legislation subsequently enacted 
for the Southwest Territory, Indian Territory, the Territory of Michigan, the 
Territory of Illinois and the Territory of Orleans, among others, “‘incorporated”’ 
the territory to which they applied and made provision for ultimate statehood. 
One by one, all the incorporated territories on the mainland have been admitted, 
as one or more States, to the Union. The constitutional status of Alaska and 
Hawaii is identical to those of the mainland territories, and there is no legal 
basis for treating them in any different way. Although the organic acts of 
Alaska and Hawaii do not refer in explicit terms to statehood, the fact that 
they extend the Constitution and thereby incorporate the areas into the Union is 
sufficient. Once an area has been incorporated into the Union, the only question 
which remains for determination is when it is to be advanced from the provisional 
status of a Territory to the permanent status of a State; the question whether 
it is to be admitted into the Union as a State is settled upon incorporation. It 
is for the Territory to make out a case that, at a particular time, it is qualified 
for statehood in terms of population, financial condition, and so on. These con- 
ditions go only to the time at which the pledge of ultimate statehood is to be 
redeemed. Until the incorporated Territory is admitted to statehood, its status 
as such a Territory must continue, assuming it to be sound constitutional! doctrine, 
as I believe it is, that once the Constitution is extended, it cannot be withdrawn, 
Thus Alaska and Hawaii differ in this respect from the unincorporated Territories. 
The Philippines were an unincorporated Territory, and consequently it was con- 
stitutionally possible to grant themt heir independence; had they been previously 
incorporated by extension of the Constitution, a serious constitutional question 
as to the propriety of independence would have arisen. 

It is relevant to emphasize that admission of Alaska and Hawaii as States would 
not give the other areas presently subject to the administration of the United 
States a like claim to statehood as a matter of domestic law any more than it 
would provide a basis for a claim under the United Nations Charter. This is 
because Alaska and Hawaii are our only remaining incorporated territories. 
Their admission would fulfill a long outstanding pledge and would complete a 
cycle originating with the Northwest Territory; it would not itself establish a 

recedent. Puerto Rico and the Virgin Islands are unincorporated territories. 

uerto Rico’s political status has been so described in the Jnsular cases and in 
the Balzac case cited above: the Virgin Islands are described in the Organic Act 
(49 Stat. 1807, 48 U.S. C., 1946 ed., sec. 1405a), as an “insular possession,’’ which 
is shorthand for “unincorporated territory.’””’ Guam and American Samoa, by 
section 3 of the proposed organic acts pending before the Congress, are expressly 
declared to be “‘unincorporated”’ territories, specifically to preclude any claim on 
the part of either area to statehood as a right. No one of these areas can now 
identify its status wholly with that of Alaska or Hawaii for the purpose of bot- 
toming a statehood claim. Should some future Congress determine it to be 
desirable to incorporate any one of these presently unincorporated territories, it 
may, of course, do so. If it does, however, that action will thereby give the area 
a claim to ultimate statehood which it does not now possess and which it cannot 
legally or morally derive from the action of Congress in admitting Alaska and 
Hawaii to statehood now. Each area must stand on its own merits in acquiring 
an incorporated status. When that hurdle is passed, then and then only has it 
a claim to statehood. 

In summary, the admission of Alaska and Hawaii to the Union will not commit 
the United States to the admission of any other area under its administration in 
order to comply with its obligations under the United Nations Charter, nor will 
it provide a precedent for like treatment of the other territorial areas as a matter 
of domestic law. The nature of the status of Alaska and Hawaii as incorporated 
territories affords them a claim to statehood on the basis of historical precedent 
in our treatment of every other incorporated territory, and at the same time dis- 
tinguishes their case from that of every other territorial area presently under 
United States administration. The only question actually before Congress for 
determination is whether, as a matter of fact, Alaska and Hawaii are qualified for 
admission. Their eligibility as a matter of law was expressly recognized and 
established in 1912 and 1900, respectively, when they were incorporated into the 
Union. 


Irwin W. SILVERMAN, Chief Counsel. 
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AppPpENDIx C 


TEXT OF TREATY WITH RUSSIA FOR THE PURCHASE OF ALASKA 
(15 STAT. 539) 


Treaty concerning the Cession of the Russian Possessions in North America by 
his Majesty the Emperor of all the Russias to the United States of America; 
Concluded March 30, 1867; Ratified by the United States May 28, 1867; 
Exchanged June 20, 1867; Proclaimed by the United States June 20, 1867. 


By THE PRESIDENT OF THE UNITED STATES OF AMERICA 
A PROCLAMATION 


Whereas, a treaty between the United States of America and his Majesty the 
Emperor of all the Russias was concluded and signed by their respective pleni- 
potentiaries at the city of Washington, on the thirtieth day of March, last, which 
treaty, being in the English and French languages, is, word for word, as follows: 

The United States of America and his Majesty the Emperor of all the Russias, 
being desirous of strengthening, if possible, the good understanding which exists 
between them, have, for that purpose, appointed as their Plenipotentiaries: the 
President of the United States, William H. Seward, Secretary of State; and his 
Majesty the Emperor of all the Russias, the Privy Councillor Edward de Stoeckl 
his Envoy Extraordinary and Minister Plenipotentiary to the United States. 

And the said Plenipotentiaries, having exchanged their full powers, which were 
found to be in due form, have agreed upon and signed the following articles: 


ARTICLE I, 


His Majesty the Emperor of all the Russias agrees to cede to the United States, 
by this convention, immediately upon the exchange of the ratifications thereof, all 
the territory and dominion now possessed by his said Majesty on the continent of 
America and in the adjacent islands, the same being contained within the geo- 
graphical limits herein set forth, to-wit: The eastern limit is the line of demarca- 
tion between the Russian and the British possessions in North America, as 
established by the convention between Russia and Great Britain, of February 
28-16, 1825, and described in Articles III and IV of said convention, in the follow- 
ing terms: 

“Commencing from the southern-most point of the island called Prince of Wales 
Island, which point lies in the parallel of 54 degrees 40 minutes north latitude, 
and between the 131st and the 133d degree of west longitude, (meridian of Green- 
wich,) the said line shell ascend to the north along the channel called Portland 
channel, as far as the point of the continent where it strikes the 56th degree 
of north latitude; from this last-mentioned point, the line of demarcation shall 
follow the summit of the mountains situated parallel to the coast as far as the 
point of intersection of the 141st degree of west longitude, (of the same meridian;) 
and finally, from the said point of intersection, the said meridian line of the 
141st degree, in its prolongation as far as the Frozen ocean. 

“TV. With reference to the line of demarcation laid down in the preceding 
article, it is understood— 

“Ist. That the island called Prince of Wales Island shall belong wholly to 
Russia,’ (now, by this cession, to the United States.) 

“2nd. That whenever the summit of the mountains which extend in a direction 
parallel to the coast from the 56th degree of north latitude to the point of inter- 
section of the 141st degree of west longitude shall prove to be at the distance of 
more than ten marine leagues from the ocean, the limit between the British 
possessions and the line of the coast which is to belong to Russia as above men- 
tioned (that is to say, the limit to the possessions ceded by this convention) shall 
be formed by a line parallel to the winding of the coast, and which shall never 
exceed the distance of ten marine leagues therefrom.” 

The western limit within which the territories and dominion conveyed, are 
contained, passes through a point in Behring’s straits on the parallel of sixty-five 
degrees thirty minutes north latitude, at its intersection by the meridian which 
passes midway between the islands of Krusenstern, or Inaglook, and the island of 
Ratmanoff, or Noonarbook, and proceeds due north, without limitation, into the 
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same Frozen ocean. The same western limit, beginning at the same initial point 

roceeds thence in a course nearly southwest through Behring’s straits and 

ehring’s sea, so as to pass midway between the northwest point of the island of 
St. Lawrence and the southeast point of Cape Choukotski, to the meridian of 
one hundred and seventy-two west longitude; thence, from the intersection of that 
meridian, in a southwesterly direction, so as to pass midway between the island 
of Attou and the Copper island of the Kormandorski couplet or group in the 
North Pacifie ocean, to the meridian of one hundred and ninety-three degrees 
west longitude, so as to include in the territory conveyed the whole of the Aleutian 
islands east of that meridian. 


ARTICLE II, 


In the cession of territory and dominion made by the preceding article are 
included the right of property in all public lots and squares, vacant lands, and all 
publie buildings, fortifications, barracks, and other edifices which are not private 
individual property. It is, however, understood and agreed, that the churches 
which have been built in the ceded territory by the Russian government, shall 
remain the property of such members of the Greek Oriental Church resident in 
the territory, as may choose to worship therein. Any government archives, 
papers and documents relative to the territory and dominion aforesaid, which 
may be now existing there, will be left in the possession of the agent of the United 
States; but an authenticated copy of such of them as may be required, will be, 
at all times, given by the United States to the Russian government, or to such 
Russian officers or subjects as they may apply for. 


ARTICLE III, 


The inhabitants of the ceded territory, according to their choice, reserving their 
natural allegiance, may return to Russia within three years; but if they should 
prefer to remain in the ceded territory, they, with the exception of uncivilized 
native tribes, shall be admitted to the enjoyment of all the rights, advantages, and 
immunities of citizens of the United States, and shall be maintained and protected 
in the free enjoyment of their liberty, property, and religion. The uncivilized 
tribes will be subject to such laws and regulations as the United States may, from 
time to time, adopt in regard to aboriginal tribes of that country. 


ARTICLE IV, 


His Majesty the Emperor of all the Russias shall appoint, with convenient 
despatch, an agent or agents for the purpose of formally delivering to a similar 
agent or agents appointed on behalf of the United States, the territory, dominion, 
property, dependencies and appurtenances which are ceded as above, and for 
doing any other act which may be necessary in regard thereto. But the cession, 
with the right of immediate possession, is nevertheless to be deemed complete and 
absolute on the exchange of ratifications, without waiting for such formal delivery. 


ARTICLE V. 


Immediately after the exchange of the ratifications of this convention, any 
fortifications or military posts which may be in the ceded territory shall be de- 
livered to the agent of the United States, and any Russian troops which may be in 
the territory shall be withdrawn as soon as may be reasonably and conveniently 
practicable. 

ARTICLE VI. 


In consideration of the cession aforesaid, the United States agree to pay at the 
treasury in Washington, within ten months after the exchange of the ratifications 
of this convention, to the diplomatic representative or other agent of his Majesty 
the Emperor of all the Russias, duly authorized to receive the same, seven million 
two hundred thousand dollars in gold. The cession of territory and dominion 
herein made is hereby declared to be free and unencumbered by any reservations, 
privileges, franchises, grants, or possessions, by any associated companies, whether 
corporate or incorporate, Russian or any other, or by any parties, except merely 
private individual property holders; and the cession hereby made, conveys all the 
rights, franchises, and privileges now belonging to Russia in the said territory or 
dominion, and appurtenances thereto. 
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ARTICLE VII, 


When this convention shall have been duly ratified by the President of the 
United States, by and with the advice and consent of the Senate, on the one 
part, and on the other by his Majesty the Emperor of all the Russias, the ratifica- 
tions shall be exchanged at Washington within three months from the date 
hereof, or sooner, if possible. 

In faith whereof, the respective plenipotentiaries have signed this convention, 
and thereto affixed the seals of their arms. 

Done at Washington, the thirtieth day of March, in the year of our Lord one 
thousand eight hundred and sixty-seven. 

L. S.] WiiuiraM H. Sewarp. 

[L. 8.] EpDOUARD DE STOBCKL, 


And whereas the said Treaty has been duly ratified on both parts, and the 
respective ratifications of the same were exchanged at Washington on this twenti- 
eth day of June, by William H. Seward, Secretary of State of the United States, 
and the Privy Counsellor Edward de Stoeckl, the Envoy Extraordinary of His 
Majesty the Eeaperot of all the Russias, on the part of their respective govern- 
ments, 

Now, therefore, be it known that I, ANDREW JoHNSON, President of the United 
States of America, have caused the said Treaty to be made public, to the end that 
the same and every clause and article thereof may be observed and fulfilled with 
good faith by the United States and the citizens thereof. 

In witness whereof, I have hereunto set my hand, and caused the seal of the 
United States to be affixed. 

Done at the city of Washington, this twentieth day of June in the year of our 
Lord one thousand eight hundred and sixty-seven, and of the Independence of the 
United States the ninety-first. 

ANDREW JOHNSON, 

By the President: 

WiuuiaM H. Sewarp, Secretary of State. 


Aprenpix D 


Tue Lisrary oF CONGRESS, 
LEGISLATIVE REFERENCE SERVICE, 
Washington, D. C., July 28, 1950. 


FINANCIAL Capacity or ALASKA TO Support SraTeHOOD 


THE PROBLEM 


The problem is, ‘‘Can Alaska support statehood?” The answer depends on 
the costs of statehood and the resources available to finance those costs. 


COST OF STATEHOOD 


The amount by which the cost of statehood would exceed the cost of the present 
Territorial government is a matter of dispute. The annual cost of the present 
Territorial government is around $9 million. Advocates of statehood admit an 
increase of about $4.2 million if statehood is granted.1 Opponents of statehood 
have argued that the increase, instead of being $4.2 million, would be $9.5 million.? 


MEASURES OF FINANCIAL ABILITY 


Some measures of the Territory’s ability to finance statehood could be derived 
if we had satisfactory data on the gross annual production of Alaska and each of 
the States. We could then determine what the present burden is in each of the 
States and compare it with the probable burden in Alaska. The Alaska Develop- 
ment Board has attempted to provide the basic data for Alaska, but there are no 
comparable data for the States of the Union. The Department of Commerce 


1 Alaska Statehood: Hearings before the Committee on Interior and Insular Affairs, United States Senate, 
8ist Cong., 2d sess. (1950), p. 136. i 

2 Ibid., p.359. The differences arise principally from estimates of the cost of road construction and mainte- 
nance, the court and prison system, conservation of fish and wildlife. 
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ublishes income payment data for each State but not for Alaska. Even if these 
atter data were available for Alaska it would not provide a good comparable 
criterion because so much of Alaska’s business is conducted by foreign corporations 
whose profits show up in the data of one or more of the States rather than Alaska. 
Another possible criterion is the extent of Alaska’s contribution in Federal taxes as 
compared with some of the States. These latter data are also unfair to Alaska for 
reasons that will be explained below when tax comparisons are made. Still 


another basis of comparison is to be found in contrasting the type and rates of 
taxes in Alaska and the States. 


COMPARISONS BASED ON PRODUCTION DATA 


Estimated gross annual production data for Alaska, as prepared by the Alaska 
Development Board, show the recent average annual production of fisheries, 
minerals, forest products, furs, and agriculture at $140,900,000. Alaska’s share 
of 1950 Federal military and nonmilitary expenditures (exclusive of imported 
materials) is estimated at $187,400,000. Other salaries and wages from wholesale 
and retail trade, tourist industry, transportation, government, and so forth 
are set at an additional $45,000,000. A total gross annual production figure 
of $373,300,000 is thus arrived at. As indicated before, there is no similar data 
available in the States. There is, however, a total figure for the whole United 
States known as gross national product. For 1948% this was $262.4 billion. 
With total State and local taxes at $14.3 billion for 1949, such taxes amounted 
to 5.5 percent of the gross national product. If it is assumed that the $373,300,000 
figure is for Alaska the equivalent of the United States national product, then 
Alaskan taxes at the same percent would yield $20.5 million. Alaskan local taxes 
have been reported at $2,300,000. Assuming no increase in local taxes due to 
statehood and assuming what may be considered as the minimum and maximum 
rise in cost of central government due to statehood, we come out with a total 
State and local cost in Alaska as follows: 








Minimum Maximum 
increases increases 
REESE a EE eT, ee $9, 000, 000 $9, 000, 000 
CTT nn nn en nnn ne enn iawn 4, 200, 000 9, 500, 000 
I iicmeiadouon 2, 300, 000 2, 300, 000 





15, 500, 000 | 20, 800, 000 


] 
To produce $15,500,000, a 4.15 percentage burden on the Alaskan gross annua 
production would be needed. ‘To produce the higher $20,800,000, a burden of 
5.7 percent would be needed. The figure in one case is considerably lower than 
the national average, and in the other is slightly higher than the national average. 
An important point to be considered in making comparisons such as the fore- 
going is the accuracy of the basic data. It will be recalled that the estimated 
expenditure in Alaska (exclusive of imported materials) was $187,400,000. This 
was based on a total military expenditure in 1950 of $138,000,000 and a total 
nonmilitary expenditure of $148,000,000, giving a combined total of $286,000,000 
which includes $98,600,000 of imported materials. We are not in a position 
immediately to challenge these figures because we don’t know the facts. How- 
ever, we have been told by the Defense Department that the total Army and Air 
Corps expenditures in Alaska for 1949 to 1953 will average $65 million to $70 
million, and that obligations to spend (as distinct from expenditures) of approx- 
imately $140,000,000 will be incurred in 1950. It may be that this $140,000,000 
(which will actually be spent over several years), being so close to the $138,000,000 
figure given in the basic data, is the source of the confusion. We are not arguing 
that the basic data are erroneous but we are saying that in the light of informa- 
tion at hand there may be reason to question them. We are seeking data from 
the Budget Bureau on the figures for nonmilitary expenditures but up to this 
time have had no answer. Questions may also be raised, even if we assume the 
basic data is correct, whether similar amounts will continue to be spent annually 
or whether these are not just short-range expenditures that cannot justly be 
considered in determining long-range taxable capacity. 


91949 data will be available shortly. 
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COMPARISONS BASED ON FEDERAL TAX COLLECTIONS 


Federal tax collections are a third source of information for measuring capacity, 
although they, too, are of limited value. Nevertheless, they do provide something 
to go on, and are so offered. An important point is that whatever the picture 
shown by them, the true facts will always be more favorable to Alaska than are 
shown by the statistics. The reason is that the incidence of many Federal taxes 
is on Alaskan residents, while the tax collections show up as receipts from other 
States. For example, tobacco tax collections are reported in North Carolina or 
Virginia where cigarettes are manufactured. As another example, the manu- 
facturer’s excise on automobiles shows up as Michigan collections rather than 
Alaska where the automobiles are used. And so it goes. 

Looked at solely from the standpoint of Federal tax collections, Alaska con- 
tributes in dollars less than half of the two lowest States; namely, Nevada and 
Wyoming. In 1949, Federal tax collections in Alaska amounted to $18 million, 
of which $14 million came from the income tax. In Nevada and Wyoming, 
collections were $38 million. Other low States were Vermont with $40 million, 
New ‘Mexico with $55 million, and North Dakota with $62 million. It must be 
noted, however, that in general the limitations on Federal tax collection data 
in failing to show the true burden carried by Alaska also apply to these other 
States. One exception, however, is the corporation income tax. It is believed that 
many of the businesses incorporated outside Alaska but actually operating in 
Alaska report their income for Federal tax purposes elsewhere. These corporations 
can be and are subjected to the recently adopted Alaska “ee income tax on 
a@ proportion of their income actually earned in Alaska. The total Federal tax 
collections on corporate income reported for Alaska in 1949 were only $1.5 million. 

A factor to be noted giving favorable consideration to Alaska’s taxpaying ca- 
pacity is the fact that in spite of the discrimination against Alaska in the statistics, 
of the 14 States producing the lowest Federal revenue, Alaska’s per capita contri- 
bution of $143.51 exceeded, with one exception, the contribution of every other of 
the 14 States. Although the computations have not been made for the other 34 
States, it is obvious that Alaska’s per capita contribution is much greater than 
many of them. Because taxes are imposed on individuals and not on States as 
entities, this might be argued to be a fairer measure of Alaska’s ability to carry a 
heavier load. 


ALASKA’S TAX SYSTEM 


Alaska’s Legislature in 1939 adopted a modern tax system which is very likely 
able to support the present burden of Territorial government. Can it be ex- 
anded to finance additional costs? The rates of income tax, inheritance tax, 
omer tax, and tobacco tax are about on a level with rates imposed in the States. 
The 2-cent gasoline tax is definitely below the average in the States. A business 
gross receipts tax, if compared with State retail sales taxes, is definitely low. (It 
should be noted, however, that certain cities have authority to impose a local 
retail sales tax.) The increased tax on fish is more nearly in line with that of 
States which depend in large measure on revenue from severances from the soil 
or water. There is no special Territorial tax on admissions to amusements. 
Present taxes would have to be increased and additional taxes imposed if additional 

revenues are to be received by the new State. 

Raymond E, MANNING. 





ALasKA DEVELOPMENT Boarp, 
Juneau, Alaska, August 3, 1950. 
Hon. E. L. Bartierr 


Delegate From Alaska, 1029 New House Office Building, 
Washington, D. C. 


Dear Bos: Thank you for sending me a copy of the memorandum you received 
from the Legislative Reference Service of the Library of Congress on the financial 
capacity of Alaska to support statehood. Both George Rogers and I have read 
this with interest. We feel that in general the author, Mr. Manning, has done an 
adequate job of applying several of the recognized measures of financial ability to 
the Alaska problem. While the specific comments which follow are my own, I 
understand that George Rogers is in substantial agreement with them. 

As noted by Mr. Manning, State and local taxes at the 5.5 percent of gross 
national product rate prevailing for the total of States in 1948 would, if applied to 
Alaska’s gross production, produce $5 million per year in excess of what would be 
required to support both local government and State government at the level 
estimated by the prostatehood witnesses. A tax system laying a levy of that 
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degree would, in fact, come within $300,000 of raising enough money in Alaska to 
pay for local and State government even should these cost as much as was esti- 
mated by the antistatehood witnesses. As you and I know, these people threw 
everything but the kitchen sink into their list of programs the new State would 
have to underwrite. Their purpose was not to provide a reasonable estimate from 
which economists like Mr. Manning could come to some conclusion as to Alaska’s 
ability to support statehood, but was instead to defeat statehood and, if possible, 
render the whole idea distasteful to Alaskans. It is gratifying to find that by this 
first of the several measures of ability applied by Mr. Manning, our ability is 
demonstrated to take care of the costs of State government even as those are 
computed by the foes of statehood. 

Taking a look for a moment at the basic data, it should be noted that in addi- 
tion to Army and Air Corps expenditures, with relation to which Mr. Manning 
has received some information from the Defense Department, there is being 
spent by the Navy this year in Alaska approximately $30 million. The figure 
of $138 million is the actual total of construction expenditures in Alaska this 
calendar year—the costs of $101 million by the Army and Air Corps from appro- 
priations for fiscal 1950, an additional $7 million which remained unspent from a 
previous year and which the Congress has authorized for use this year, and the 
$30 million Navy total. There should be no confusion, therefore, between this 
and the $140 million authorization to which reference is made by Mr. Manning. 

While it is true that the question may always be raised as to whether expendi- 
tures will continue at the present level, it should be pointed out that the require- 
ments for spending by State and local governments fluctuate up and down with 
these larger programs, and if military and other Government expenditures in 
Alaska should fall in the future, the State will not be required to provide education 
to so many school children, spend quite so much on its preventive health 
programs, etc. 

The most important area in which Federal taxes properly allocable to Alaska 
show up as receipts in other States is that of the corporationincome taxes. Total 
Federal tax collections in 1949 were but $18 million, of which $14 million was from 
the income tax. It should be pointed out that practically all the corporations 
involved in Alaska’s largest industry, the canned salmon industry, report to 
internal revenue collectors in the States of Washington, Oregon, and California. 
The largest gold mining companies report in Massachusetts. And so it goes with 
many other lines of endeavor where the business headquarters of industry are in 
the States, while the activity for purposes of local taxation lies wholly within 
Alaska. We have some measure of the magnitude of outside Federal tax pay- 
ments properly allocable to Alaska in the newly enacted Territorial net income 
tax. This provides that individuals and corporations should be taxed by the 
Territory at 10 percent of the Federal tax, and a provision is made for allocation 
in the case of those corporations and individuals operating in part within and in 
part without Alaska. The Territorial tax commissioner reports that actual col- 
lections of the Alaska net income tax in the first 12 months of its operation totaled 
$2,169,365.17. Because this was, as noted, the first year of operation of the tax, 
and because some delinquency and delay in collections is inevitable, the figure 
for these 12 months is believed not to reflect properly collections which the Ter- 
ritory will make under the net income tax in normal years. The tax commissioner 
estimates that the tax will yield the Territory $3 million a year. Actual collec- 
tions in the quarter ending June 30, 1950, were $751,253.97. With the tax 
commissioner’s estimate of $2,250,000 for anticipated revenues for the 9 months 
starting July 1, 1950, and ending March 31, 1951, the total for a full year’s collec- 
tions—actual and anticipated—would be $3,001,253.97. It was mentioned that 
this tax is at 10 percent of the Federal income tax; so the collection figures demon- 
strate that Federal income tax collections properly allocable to Alaska amount 
to about $30 million a year. In other words, we are getting credit under the 
Federal system of bookkeeping for less than half of the income taxes actually 
paid by our resident and nonresident individuals and corporations with respect to 
earnings in Alaska. It is probably true that the same set of circumstances affect 
collections of other taxes. If so, Alaska is already contributing probably as much 
to the Federal coffers as are the States of Nevada, Wyoming, and Vermont. 

The mischief implicit in trying to apply some per capita measure of tax contri- 
bution to Alaska has often been pointed out. Such comparisons ignore the 
seasonal influx of some 30,000 to 50,000 summer workers who would be an addi- 
tion to the resident population of 132,000 reported by the census. These people 
&re quite properly required to contribute in some measure to the support of 
government here. Taxes for State and local purposes are not imposed, moreover, 
on @ per capita basis. They are assessed rather on property holdings, income, 
severance of resources, and so on. In Alaska, for example, the Territorial tax on 
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the fishing industry alone runs to something like $2,300,000 per year. This 
would be as great whether Alaska had 50,000 inhabitants or 5 million. 

The final method applied by Mr. Manning is probably the most valid measure 
of an area’s ability to support government. It is indisputable that Alaska’s tax 
rates are relatively low in every category. Despite this fact, Mrs. Mildred 
Hermann, when appearing as a witness at the statehood hearing before the Senate 
Committee on Interior and Insular Affairs, demonstrated that all the Territory 
would have to do to increase tax revenues to a point sufficient to take on the 
added burden of statehood would be, for example, to raise the motor fuel tax 
2 cents a gallon and the tobacco tax 2 cents per pack of cigarettes. Such in- 
creases would indeed be a small price to pay for statehood, especially when it is 
noted that even with such an increase in the gasoline tax, the level in Alaska 
would be substantially below the average of the States, and when it is realized 
that the tobacco-tax increase would fall not on the consumer, but upon merchants 
who, because of a peculiarity in the present law, are now pocketing an extra profit 
of 2 cents per pack on cigarettes by reason of a 5-cent increase which went into 
effect at the time the Territory imposed tbe cigarette tax of 3 cents. 

By every measure of financial ability, Alaska is well prepared to support state- 
hood. In the final analysis, of course, this problem should give Congressmen little 
concern for it is, after all, the problem of the people of Alaska, who have declared 
time and again that they are prepared to meet it. 

Sincerely yours, 
GeorcE Sunppore, Consultant. 





AppENDIx E 


Tue Liprary OF ConGREss, 
LEGISLATIVE REFERENCE SERVICE, 
Washington 25, D. C., March 6, 1951. 


AssEssED VALUE, Tax Couiections, BonpEp Dest, Recerpts AND DISBURSE- 
MENTS; ALASKA TERRITORY, SELECTED ALASKA Towns AND ScnHoou Dis- 
TRICTS ! 


Alaska Territory 

Taxation.—1949 Territorial legislature adopted basic tax program: Income tax 
equivalent to 10 percent of Federal income tax; property tax, 1 percent; business 
license tax; additional taxes on fish, fishing licenses, fish traps, and tobacco. 

Funded debt.—None. 

Debt Authorization Act.—Incorporated municipalities are authorized (Public 
Act No. 626, 74th Cong., May 28, 1936, as amended by Public Act No. 147, 
75th Cong.) to incur bonded indebtedness up to 10 percent of aggregate taxable 
value of real and personal property within municipality. (Formerly necessary 
to secure congressional authority for each proposed bond issue.) 

Territorial bonds are not subject to taxation by a State. 


Receipts and disbursements 





Years ended on June 30— 
1949 1948 
Cents REA, TS OE FOUR 0 done disc nnncdssnvcesausvssntbdimcectvderes $1, 610, 986 $962, 316 
eT ss, cited cnkicdebiccestitiencitdsntiammenstereneund 432, 188 388, 073 
ee, Se nn el amet unladeotionsbawaabaensuenetan 1, 178, 798 574, 243 
sak Bas eedce de cccacc ck rhosncbaknkaniasdtpresiucabedceineshbndees 8, 765, 805 8, 835, 283 
EE oi iiade ci otnen nieeanenintimigannmnns Ulbeabsblehinmn > unne mga 9, 944, 603 9, 409, 526 
i icncctitxboniesscncnstpuciedommnsrscniatainatneraasbaienegee 8, 922, 673 8, 230, 729 
Canis ehanied Fiat BBs win ncancindconesensocdnassbasescodsengponsespnnas 1, 021, 929 1, 178, 798 








1 Moody’s Manual of Investments, American and Foreign, Government Securities, 1951. Moody’s In- 
vestors Service, New York, 1951. Alaska, at pp. 79-82, 
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Anchorage 


October 1, 1939, population 3,495; 1950 census, population 11,060. 

; 

; Assessed value (1948 

: Real zy : aa. gS5e.8 $20, 587, 821 
Personal. -_-_-- -.- a : aera 4, 915, 321 
WMO S cones eae ae 25, 503, 142 
Basis of assessment, 75 percent; tax rate, $20 per $1,000. 

j 


Tax collections 


1949 1948 1947 
Taxes levied : 4 : Z $565, 137 $507, 534 $262, 234 
Current collection. ‘ ; 1 645, 133 2 497, 705 261, 031 
Percent collected ; : 1114.2 298. ] 99. & 


1 Collections for current real and personal property taxes include collections made on delinquent accounts 


and also the remaining balance in the street improvement fund ($51,519) at Dec. 31, 1949. 
2? To Aug. 31. 


Nore.—Uncollected taxes Dec. 31, 1949 (after reserves), $9,036. 


Bonded debt (June 1, 1949) 


General _ - ; $1, 274, 000 
Telephone - 925, 000 
Anchorage public utilities____ 1, 330, 000 
Electric _ _ - 500, 000 
Water___-_- he ; 1, 200, 000 
| - faa ds 156, 500 

Total___ 5, 385, 500 


Anchorage independent school district 
Population, 1948 (estimated), 24,000 (includes city of Anchorage). 
Assessed value, all property (1949-50) —$38,751,545. 
Basis of assessment, 55 percent; tax rate, $10 per $1,000. 
Bonded debt (May 25, 1949) (including assumed indebtedness, $190,500). 
$1,790,500. 
Tax collections 


M849 947-48 
Taxes levied iM $363, 198 
Total collections $ (4 $344, 984 
Percent collected O6. 9 ) 

Re venues and « rpenses 
School years 
1948-49 1947-48 
Revenues ‘ $453, 415 $679, 962 
Expenses 218, 894 673, 852 
Cash balance 2165. 844 6. 109 


1 As of Feb. 1, 1949. 
2 As reported. 











42 PROVIDING FOR THE ADMISSION OF ALASKA INTO THE UNION 


Fairbanks 

Population in 1930, 2,101; October 1, 1939 (census), 3,455; 1950 census (pre- 
liminary), 5,625. 

Assessed value (1949).—$16,060,624. 

Basis of assessment, 80 percent; tax rate, $20 per $1,000. 

Bonded debt (July 1, 1949).—$4,751,000 (including $500,000 utilities bonds and 
$4 million revenue bonds issued in 1949). 


Taz collections 


Fiscal years 





1948 1947 1946 
Tax levy ae i ate ia oe eee a $284, 960 $279, 722 $213, 152 
Taxes collected : 2 piticr cosets cacucded $281, 965 274, 352 $198, 912 
Percent collected__..._.._._. s wibeSackiens 98.9 | 98.1 | 93.3 


Total delinquent taxes, all years prior to June 30, 1949, $25,340. 


Receipts and disbursements (general fund) 
Year ended 
June $0, 1949 


Cash, beginning of year weet oS AA bees Bobet oo oe cu Geen maeew $9, 749 
Receipts for year AG a a a a i os ee 437, 941 
Transfer from special funds- Sekntaehs nies nae Ae ean ee 35, 000 
J ae is a cu ah me ee ee ee 482, 690 
Disbursements - — - _- —- - - pikebc ents as A Caer ee ee eae ee Rees 501, 328 
NTE ee ee ee oe ie tee oa 18, 638 


Fairbanks school district 
Population 1948 (estimated), 8,500 (includes city of Fairbanks). 
Assessed value (January 1, 1948).—$22,982,560. 
Bonded debt (September 1, 1948).—$350,000. 


Juneau 
Population 1930, 4,043; 1950 (estimated), 5,820. 
Assessed value (1950) .—$12,756,258. 


Basis of assessment, 75 percent. 
Bonded debt (January 1, 1950).—$548,000. 


Tax collections 


Years ended June 30— 





} 1950 1949 1948 
Taxes levied ___ ‘ 7 ;. 4 4 iia Sas $255, 125 $242, 274 | $203, 386 
Uncollected June 30, 1950__._.-- i ieee iia 1 12, 422 2, 949 1, 861 
Percent uncollected. __-___- : = 2 1.2 0.9 








1 Not delinquent: year not ended. 
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Rece ipts and lish rsements year é nded Mar. $i, 19 19 


Cash, beginning of year- - - $5 


254 63 
Property taxes - - “es 255, 171 
Licenses, ete . : 52, 259 
State aid funds 2% 125, 253 
General obligation bonds sold 150, 000 
Temporary loans r= he $9, 000 


Other receipts - 


37, 635 


Total 724, 281 
Governmental expenses 16, SS1 
Bond interest - — - - ; 9, 23: 
Bonds retired _ - __ --- ; . 20,000 
Loans repaid_. --- - - ei . 10, 000 
Capital outlay - - - - ie 181, 755 
Other disbursements - -- : 307, 127 

1a... : oo . 604, 996 

Cash, end of year____-- pe ease 119, 286 
Ketchikan 

Population 1939, 4,796; 1944 (estimated), 5,650; 1947, 6,000. 
Assessed valuation (1947) 
Real property - - eee Boe : ; .. $11, 623, 240 
All property - - - - - - Tie 15, 191, 635 


ee Diieles ets et pete ‘ _. 26,814, 875 
Basis of assessment, about 75 percent; tax rate, $20 per $1,000 (tax rate 
limitation, $20). 
Bonded debt (March 31, 1949).—$680,000. 
Petersburg 
Population 1929, 1,252; October 1, 1939 (census), 1,323; 1950 (estimated), 1,600. 
Assessed value (1950) .—$3,100,000. 
Bonded debt (July 1, 1950).—$364,500 (includes $135,000 revenue bonds). 
Sitka 
Population 1929, 1,056; October 1, 1939 (census), 1,987; 1950 (census), 2,080. 
Assessed value (1950) .—$2,917,650. 


General obligation oS Atha : ; $69, 500 
OR EONNIIN Son. om nw oni nn gican sian oi eee 157, 000 


Source: Material selected by Dorothy Schaffter, senior specialist in American government. 
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AppeNDIXx F 


Ceneral statistics relative to the Territories of the United States at the time of their 
admission to the Union 


| | Tate Dae tl a | Value at date of admission as State ? 
ad- | w ss ion | ion De Sad hoe 
Territory | a mitted ee at date of | at date of | 
ant as a organic |admission| Real prop-| Raw ma- | Goods pro- 
- State j act as State erty terials duced 
| | 

1. New Mexico 1850 1912 62 61,547 | 327,300 |$34, 682,427 | $4, 430, 134 $9, 320, 067 

2. Arizona 1863 1912 49 9,658 | 204,354 | 84,328,045 | 39, 283, 038 64, 098, 510 

3. Utah OM 1850 1896 46 | 11, 383 276, 749 | 68,515,498 | 11, 440, 250 17, 981, 648 

4. Washington | 1853 1889 36} 11,198 353,612 |177, 640, 259 19, 917, 057 41, 768, 022 

5. Michigan -.--}| 1805 1837 32 4, 762 ' 212, 267 |-... REE | S74 es ay 

6. North Dakota... 1861 1889 28 o are |S 100,954 Neen D> ani - 

7. South Dakota 1861 1889 28 \ 2, 977 1 348, 405 |}166,559,896 6, 611, 001 10, 710, 855 

8. Idaho sesee e 1890 27 iia | 86,541 | 9,977, 463 | 638, 673 1, 396, 096 

9. Montana...._....| 1864 IS89 25 20,595 | 129,794 | 54,943,531 | 2,375, 093 5, 507, 573 
10. Florida. xoaet ie 1845 23 | 87.445 | 7,924, 588 | 220, 611 668, 235 
1l. Wyoming | 1868 1890 22 9,118 | 62,549 | 12,719,221 | 1,084, 432 2, 367, 601 
12. Mississippi | 1798 | 1817 19 8,850 | 75,448 |... bs eee w 
13. Arkansas | 1819 1836 7 14,255 | 97,574 |.- Dtelo ee Sih eddie 
14. Oklahoma 1890 1907 17 61, 864 (1, 656, 968 (719, 703, 439 | 34, 152, 804 53, 682, 405 
15. Ohio 1787 | 1803 1... | 45,365 |_- pape ‘ ais 
16. Indiana___..__- 1800 1816 16 5,641 | 147,178 | os Soca! aie waisted le Di el 
17. Missouri | 1805 1821 16 20,845 | 66,586 |_- ~ 
18. Colorado 1861 1876 15 34,277 | 193,561 | 35,604,197 | 8, 806, 762 14, 260, 159 
19. Nebraska... ._- 1854 1867 13 28,841 | 122, 906 35 | 2,902, 074 | 5, 738, 512 
20. Wisconsin - - | 1836 1848 12 30,945 | 305, 391 é 2| 5,414,931 | 7, 293, 068 
21. Oregon _- | 1848 1859 11 | 13, 294 52,288 | 6,279,602 | 1,452,000 3, 138, 000: 
22. Illinois | 1809 | I818 9 | 12,282 | 55,211 Reg iat 
23. Minnesota 1849 1858 9 |} 6,077 | 169,654 | 25,291,771 | 2,060, 000 3, 600, 000 
24. Louisiana 1804 1812 7 76, 556 76, 556 : ; 
25. lowa 1838 1846 S 43, 112 192, 214 | 15, 672, 332 2, 356, 681 3, 551, 783 
26. Kansas __. 1854 1861 7 107,017 | 16, 088, 602 669,269 | 2,800, 000 
27. Tennessee - - | 1790 1796 6 35, 691 105, 602 . 
28. Nevada | 1861 1864 3 6, 857 6, 857 
29. Alabama. --- 1817 1819 2 : 127, 901 = 

1 Average number of years of Territorial status has been 20 years. 
2 Figures for the population, assessed valuation of real property, and production, taken from the census 


nearest the date of admission as a State. 
3 No figures available for the assessed value of real property or value of products prior to 1850. 


Alabama 
Arizone 
Arkansas 
California 
Colorado 
Connecticut 
Delaware 
Florida 
Georgia 
Idaho 
Illinois 
Indiana 
lowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missouri 
Montana 
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Acreage granted to States as of June 30, 1949 


For common | 
schools 
911, 627 | Nebraska 
8, 093, 156) Nevada 
933, 778 | New Hampshire 
5, 534, 203 | New Jersev 
3, 685, 618| New Mexico 
| New York 
| North Carolina 
975, 307 | North Dakota 
| ° 
| Ohio 
9 


, 963, 


996, 
668, 
1, 000, 
2, 907, 
807, 
1, 021, 
2, 874, 
824, 
1, 221, 
5, 198, 


698 | Oklahoma 
320 Oregon 

578 | Pennsvivanie 
679 | Rhode Island 


520 | South Carolina 
|} South Dakota 
271 | Tennessee 
| Texas 
Utah 
| Vermont 
867 | Virginia 


951 | Washington 


213| West Virginia 
813 | Wisconsin 


258 Wyoming 








For common 
schools 


, 730, 951 
, 061, 967 


3 bo 


, @11, 324 


495, 
724, 


O60, 


, 399, 


396 
266 
000 
360 


, 733, 084 


5, 844, 196 


2, 376, 391 


982, 329 
3, 470, 009 
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[In millions of acres] 


Area of all | Area of Fed- 





| 
| 
State —— . Federal Percent | eral reserved | Percent 
| ‘ lands lands 
a — sliead — sieilieiiaiamaiii “ sdnliincdas hautiindaaeninehesnilniacie tata inte 
Nevada_-_...-- sctilh cilesis et iaias Savoie aati’ 70.3 60.0 | R5 14.6 21 
Arizona ; sinned eset i oeatitand uses whe arlene 72.7 | 53.4 73 40. 6 i 
ees bincec, skate kata ee paviadaelatonenadibe 52.7 | 38. 4 73 14.3 7 
Nc 53.0 | 34.6 65 23.5 44 
a ak eS eee ba 61.7 32.6 53 19.7 32 
yan cc ia nt chide cis mies wa chaaies 62.4 | 32. 52 15.8 25 
I ees ee ed 100. 4 | 45.5 45 29. 2 29 
ee A 77.8 | 34. 6 44 19.9 26 
Ce ee as id 66.5 25, 2 38 17.1 2} 
ieee, cae m tintin cieed 93.6 | 34.8 37 28. 0 ) 
NMI Seek teen eke aca 42.9 | 15.1 35 | 14.6 4 





' | 


Source: Federal Reserve Lands, p. 55, 1947; Annual Report, Bureau of Land Management, statistical 
appendix, p. 5. 


AprpEeNpDIx H 


Extract from an address made by the Honorable William H. Seward, 
former United States Senator and Secretary of State under Presidents 
Lincoln and Johnson, at Sitka, Alaska, on August 12, 1869. Mr. 
Seward in his capacity as Secretary of State had negotiated the 
treaty with Russia for the purchase of Alaska 2 years previously. 


Within the period of my own recollection, I have seen 20 new States added to 
the 18 which before that time constituted the American Union; and now I see, 
besides Alaska, 10 Territories in a forward condition of preparation for entering 
into the same great political family. * * * 

Nor do I doubt that the political society to be constituted here, first as a Terri- 
tory, ultimately as a State or many States, will prove a worthy constituency of 
the Republic. To doubt that it will be intelligent, virtuous, prosperous, and 
enterprising is to doubt the existence of Scotland, Denmark, Sweden, Holland, 
and Belgium and of New England and New York. 

Nor do I doubt that it will be forever true in its republican instincts and loyal 
to the American Union, for the inhabitants will be both mountaineers and sea- 
faring men. I am not among those who apprehend infidelity to liberty and the 
Union in any quarter hereafter; but I am sure that, if constancy and loyalty are 
to fail anywhere, the failure will not be in the States which approach nearest to 
the North Pole. 








MINORITY VIEWS 


Arguments for granting immediate statehood to Alaska are based 
on tenuous and illusionary theories which will not stand examination. 
The proposal is a chimera. It has been advanced as a means for 
speeding the Territory’s development, increasing its population, and 
placing it on a sound economic footing as a member of the Federal 
Union. 

Passage of the pending legislation will accomplish none of these 
things. It will not, because Alaska currently is suffering from grave 
economic ills. This bill is not an economic bill. It makes no pretense 
of solving any of the Territory’s fundamental! problems. 

Alaska cannot afford statehood at the present time. 

Alaska, after 85 years as a Federal Territory, in recent years has 
been unable adequately to support itself in its present Territorial 
status. 

These are not matters of criticism or disgrace directed at the 
inhabitants of the Territory. These are hard, cold facts which must 
be faced by the Members of the Congress in the consideration of this 
legislation. 

Alaskans cannot be held responsible for a situation which has as its 
inherent qualities an almost total lack of basic industries, staggering 
wage scales, long freight hauls for all commodities, and the cloud of 
Indian claims against Territorial lands as a further deterrent to 
industrial development. 

Federal spending in Alaska, including the multi-million-dollar 
projects for war and defense, is at a peak. Aside from the salmon 
industry, which is declining, Federal spending constitutes the Terri- 
tory’s main industry. 

When this bubble bursts, Alaskans will be faced with extreme 
economic hardship. The population must decline without industries 
to replace the Government building program. Beyond the conversa- 
tion of the bureaucrats, there are no new industries in immediate 
prospect now. There have been none added to the Territorial 
economy in the past year, despite the loud optimism expressed by 
the statehood proponents before the Senate Committee on Interior 
and Insular Affairs last April. 

Agriculture itself, the basic industry, has actually declined, not 
increased, during the past decade. Ten years ago there were 623 
farms (including fur farms) in the entire Territory; now there are 
exactly 525. Either figure is far less than the number of farms in 
the average county in the 48 States. Acreage of land under cultiva- 
tion has likewise decreased. 

This will mean that money will be increasingly scarce for those 
who remain in Alaska. Theirs will be the job of continuing to sup- 
port the expensive Territorial government that has been allowed to 
grow during the lush years of Federal spending for defense. The 
resultant peril of financial chaos and governmental bankruptcy would 
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be multiplied many times over by thrusting statehood on the Terri- 
tory at the present time, with the added burden of supporting the 
new State government now, and later when the golden torrent of 
Federal dollars has ended. 

Last year, many appropriations for support of the Territorial gov- 
ernment had to be frozen simply because there was no revenue with 
which to meet them. Some $2,000,000 in appropriations of Terri- 
torial funds for the last biennium remained frozen when the 1951 
legislature met in January. 

No steps were taken by the legislature, prior to its adjournment 
in March, to meet these obligations during the present biennium. 
The two chairmen of the legislative taxing committees accordingly 
have estimated that the deficit at the end of the 1951-52 biennium 
will be more than $2,000,000. This result is anticipated in spite of 
the fact that the legislature raised the cigarette tax to 5 cents a pack 
and added a full 50 percent to the tax on canned salmon. 

The United States Circuit Court of Appeals recently upheld a highly 
controversial property tax measure, previously held invalid by the 
district judge. This levy, despite the fact that it piles yet another 
burden on Alaska taxpayers, isn’t expected to make up the deficit 
currently facing the Territorial government. Optimistic estimates of 
Territorial officials pretend that the tax will yield $2,500,000 for the 
biennium, an amount roughly equal to 12}: percent of the budget 
but under the law a large proportion of this sum reverts to incorporated 
municipalities, while the cost of collecting it under conditions peculiar 
to Alaska will undoubtedly be disproportionately high. 

Alaska now has almost every kind of tax to be found any where 
else in the country. With the new taxes just enacted, it is estimated 
that Territorial taxes will now amount to $126 per capita per year, 
a figure higher than that of any other State. 

Statehood is expected to double the cost of government for Terri- 
torial inhabitants, adding approximately $10,000,000 to their annual 
tax bill. 

Is this a proper burden with which to saddle Alaskans so that a 
handful of ambitious politicians may realize their dreams of becoming 
Senators, Members of the House of Representatives, judges, and other 
officials of the proposed new State? That is the only direct benefit, 
for a handful of Alaskans, that passage of the pending bill can hope 
to convey. ‘The question answers itself. 

Out of the 108,000 inhabitants of Alaska (aside from military and 
naval personnel), between 30,000 and 35,000 are natives who are 
nonproducing and who, therefore, contribute little revenue to the 
Territorial government. The effect, of course, is to increase the bur- 
den on that segment of the population that does produce. 

To grant statehood at this time is to fail utterly in our obligation 
to guard the welfare of those who have ventured to the Territory to 
make their homes and who are bravely striving to lead normal lives 
there in the face of a harsh combination of climatic and geographical 
handicaps. 

Attempts have been made to give the impression that Territorial 
status is the only obstacle to a rapid development of Alaskan resources 
and growth of the Alaskan population. Such an impression is false. 
Beside the economic factors involved, the failure of Alaska to de ‘velop 
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more rapidly has been due to a gigantic superstructure of stifling 
regulations and restrictions upon the use of its resources by various 
bureaus of the Federal Government. 

The nature of these restrictions and their paralyzing effects upon 
Alaskan progress were discussed in detail in the minority views in 
Senate Report 1929 on the statehood legislation which was before the 
Eighty-first Congress. The present bill has been amended to some 
extent to meet some of the objections to H. R. 331, the measure which 
was before the Senate last year, but it has not been changed in such a 
way as to solve the basic problems which were noted in the earlier 
report. 

Thus there seems to be no necessity for reviewing again the same 
arguments against the latest version of the legislation. Suffice to say, 
the Congress can best aid Alaska by undertaking a thorough inquiry 
into the many economic problems and restrictive policies now hamper- 
ing the Territory, and by adopting corrective measures based on logic 
and reason. 

This would be a departure from the emotional and highly colored 
approach to this matter which has marked all previous attempts to 
force the bill through the Congress. It would also be an act of simple 
justice and common sense toward these United States citizens who are 
the most concerned; namely, the Alaskans themselves. 

On the question of amendments which have been written into each 
succeeding piece of statehood legislation in the past 4 years, it is 
interesting to note that the changes were accepted in virtually every 
case after the need for them was pointed out by the opponents of im- 
mediate statehood. 

Those who found flaws in the proposed measures and had the temer- 
ity to say so were subjected to sharp criticism by the proponents, 
being denounced as obstructionists and worse. In a number of in- 
stances, public hearings were grudgingly allowed. The authors and 
supporters of the bills claimed them to be perfect and inveighed against 
any delays in their passage even where necessary to carry out the 
most ordinary democratic processes of government. Yet when the 
hearings were held and the failures of the bills were pointed out, the 
proponents hastened to adopt the suggested amendments. 

It is now nearly 3 years since any hearings on statehood have been 
held in Alaska and about 5 years since the people of the Territory 
had their last opportunity to express themselves on this question at 
the polls. No public hearings whatever have been held on this bill 
now before the Senate. 

Hearings were held last year on H. R. 331, as reported by the House 
of Representatives. Thereafter, the Senate Committee on Interior 
and Insular Affairs made numerous changes in the provisions of the 
bill. Further changes have been made in the drafting of S. 50. 

Thus far, Alaskans have been deprived of the opportunity to niake 
known to the Congress their stand on these amendments. The only 
way in which all sides can be assured of a voice in the drafting of this 
legislation is to hold public hearings in Alaska. Any other course is 
certain to limit the opportunity to be heard to the very few who have 
the necessary resources to come to Washington for that purpose. 

That is not a democratic concept. The Congress does not ordi- 
narily limit to any group of means the privilege of testifying on legis- 
lation affecting the lives and pocketbooks of an entire segment of the 
population. 
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The people of Alaska, as a whole, should be permitted to express 
themselves on whether they want statehood under the terms of this 
bill. As the discussion of this question has proceeded, more and more 
people in the Territory have come to realize the terrific financial 
burdens that the measure would automatically impose on them. 
There is no precedent for forcing them to remain mute, thousands 
of miles from the National Capital where this legislation is being con- 
sidered, while a handful of political opportunists appear be fore con- 

rressional committees in support of a legislative step which will 
Benefit them, and them alone. 

The constant references which are made to the 1946 statehood refer- 
endum in the Territory simply represents an attempt by the promoters 
of this scheme to hold their fellow Alaskans to a vote taken 5 years 
ago on the general principle of a proposition which failed to carry in 
two of the Territory’ s four divisions. 

The present bill reaches the floor of the Senate devoid of any pro- 
tection for Alaskans from the ruinous Interior Department policies 
of withdrawing public lands for the creation of vast Indian reserva- 
tions at the whim of the bureaucrats. 

As has been noted, the whole Indian question is of much more vital 
import to the Territory than the mere enactment of statehood legisla- 
tion. It is a fundamental issue in any question regarding the future 
of Alaska, since development of its natural resources is impossible 
until the cloud cast on all land titles by the Indian claims is finally 
settled. 

The Indian claims have held up the development of the pulp 
industry in Alaska for many years. Now, it transpires, the Nation 
is again facing a shortage of newsprint. 

A moderate amendment which was inserted in the bill last year by 
the committee has been deleted. It merely forbade the creation of 
new Indian reservations during the brief period while Alaska was in 
the process of achieving statehood—a year or two. It is difficult to 
understand why the new bill, as reported, should leave out this 
provision entirely, or why the committee has reversed itself from a 
position it took only a year ago. 

The bill would convey various land grants to the proposed new State, 
including 20,000,000 acres to be selected 5 years after statehood is 
achieved and 2,550,000 acres for internal improvements. There is 
little in this section as now drawn to overcome the objections noted 
in the earlier report, although the attempts of the proponents to 
rewrite these sections must certainly be regarded as lending substance 
to the arguments of the objectors. 

After the sound and fury of the argument has subsided, the fact 
remains that less than 1 percent of Alaska land has been surveyed 
and this fact is immutable. The suggestion that land titles can 
properly be conveyed until such surveys are concluded is too ridicu- 
lous to require further discussion. Equally ridiculous is the possibility 
that the Interior Department will suddenly reverse its policies and 
hurry to complete surveys which would free Alaska from a permanent 
state of vassalage. 

The pending bill also raises a serious question as to the future 
control of the tidelands. The bill does not provide any precise bound- 
ary for the new State other than whatever language is contained 
the old treaty of annexation. 
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Certain amendatory language has been inserted in section 4 which 
states that the Federal Government shall retain the right of ingress 
and egress from its lands across adjoining lands which are subject to 
the ebb and flow of daily tides. This language, when considered in 
the light of the firm policy of the Interior Department to control 
Alaska, its lands and its resources, leaves no choice but to assume that 
the Department will construe the bill as retaining control of the tide- 
lands in the Federal Government. 

The amendment is cleverly worded and the Department’s position 
would probably be sustained by the courts. Thus the proposed new 
State and its people would be stripped of their greatest potential asset 
Already there are growing indications of bright oil prospects along the 
southeastern coast of Alaska. The tidelands question might well 
become a matter of the most vital concern to the new State and its 
inhabitants. 

This is one of the many instances where the Congress cannot fail in 
its obligation to the Territory. If the tidelands do not pass to the 
State but are retained in the control of the Federal Government, what 
happens to all the Alaskans who have developed homes, businesses, 
etc., on the tidelands under the previously existing policy enunciated 
by the Congress (in sec. 2 of the act of May 14, 1898, 30 Stat. 409)? 
If the trust policy established by that act is to be repudiated by the 
bill of admission, then the occupants of the tidelands in Alaska will 
retain their occupancy after statehood at the whim of the Interior 
Department. 

The present bill changes drastically the method of selecting dele- 
gates to the constitutional convention. The bill, H. R. 331, which 
was before the Eighty-first Congress, provided for the selection of 
delegates through party primaries, with adequate provision for inde- 
pendent candidates to enter the races. 

Under 5S. 50, the election would be nonpartisan with the outcome 
to be determined in a single balloting. Candidates polling the highest 
votes in each division would be declared elected, irrespective of whether 
they have a majority. 

The dangers in such a system are obvious. Manipulation of a 
relatively small group of voters such as there are in Alaska is not 
difficult, as has been proven in past Territorial elections. A pressure 
group with sufficient determination could easily pack the ballot with 
names to split the opposition while casting its solid support behind the 
prechosen candidates of its choice. 

These thus could be elected without a majority. 

The populous third division, to which has been allotted 10 of the 
27 seats, would be in a prime position to seize control of the conven- 
tion. The third division would be favored to elect also the three 
delegates at large while the “at large’ votes for other candidates were 
split among the three other divisions. 

This, if it happened, would place the third division, which has the 
largest floating population in the Territory, only one vote short of a 
clear majority of the convention delegates. A combination of effort 
between the third division and the second (Nome), the latter with its 
predominately native population under the Interior Department in- 
fluence, would leave the rest of the Territory at the complete mercy 
of these geographical subdivisions. 
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Some idea of the irresponsible state of mind of the leaders of political 
thought in the third division may be gained from an incident of the 
last session of the legislature. The record shows that House Joint 
Memorial No. 4 was introduced in the Alaska Legislature on January 
29,1951. This threatened to declare Alaska an independent Republic 
if statehood was not granted immediately. 

The measure was signed and introduced jointly by seven members 
of the Alaska House from the third division. These were the only 
backers of the measure. They constituted the full representation in 
the house from that division, which includes Anchorage, the Terri- 
tory’s largest city, and which is presently the nerve center of the 
Territory’s far-flung defense network. 

That the memorial was never brought to a vote does not in any 
way alter the obvious conclusion that the legislators who introduced 
it were guilty of a serious lack of judgment and were willing for the 
sake of pressurizing the Congress to embarrass their fellow Alaskans. 

This is only one of the instances of extremely poor leadership in 
Territorial affairs which has manifested itself in the recent past. A 
former Territorial treasurer is now serving in the Federal penitentiary 
for embezzlement after having been protected for years by the refusal 
of the Territorial administration to have his accounts audited as 
required by law. 

The audit, when it was held, disclosed more than 20 other violations 
of Alaska statutes in the handling of the people’s money. The heads 
of the Territorial welfare board and of the veterans’ boards were dis- 
missed for failure properly to perform their duties. It is notable 
that action in these cases was taken by the legislature following a 
long period when the administrative branch of the government would 
not act to protect the people’s interests. 

More recently, the Daily News-Miner, a newspaper in Fairbanks, 
Alaska, exposed an attempt by the Territory to secure funds from the 
Federal Treasury, to which the Territory was not entitled by law, in 
connection with construction of a new airport at Palmer. This 
matter was the subject of a lengthy investigation by the Senate Com- 
mittee on Expenditures in the Executive Departments which com- 
pletely substantiated the charges of the Fairbanks newspaper and 
showed that certain Territorial officials had placed an inflated value 
on land to be acquired for the airport in order to qualify for increased 
matching funds under the program. 

At its last session, the Alaska Legislature enacted a new Territorial 
law which gave the Governor vastly increased powers over the 
administrative agencies of the Territory. The bill was promoted as 
a means of increasing the efficiency of the Territorial government. 
It also eliminated two elective officers, those of treasurer and auditor, 
and centered a great deal more power in the Governor than he has 
possessed in the past. It was a step backward from the standpoint 
of democratic government. 

These are all matters which should concern the Members of the 
Congress in their consideration of this legislation. The United States 
is currently involved in a world crisis as beated and as grave as any 
in its history. This is not the time to pass hurriedly on a question so 
fraught with serious implications as is the proposal to grant immediate 
statehood to Alaska. 
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An attempt has been made to argue that statehood is necessary for 
national defense. No facts have been adduced to support this con- 
tention. Rather, the proponents have placed their reliance upon a 
galaxy of names ‘of well-known militar y figures who doubtless have 
found the statehood proposal a pleasant enough sounding project and 
wholly American in its superficial aspects. It follows, therefor e, that 
they have been willing to lend their names to it without producing 
facis or statistical data to lend substance to their position. 

It has also been stated that passage of this bill is necessary to 
demonstrate to the rest of the world that the United States believes in 
democracy. Perhaps those who take this line of argument need to be 
reminded that the United States has fought through two World Wars 
to uphold the principles of democracy, and now stands perilously close 
to a third, fighting virtually alone in Korea for the sake of the same 
principles. 

It appears unlikely, to say the least, that those not heretofore con- 
vinced of American democratic views will be constrained to change 
their views on the basis of favorable action on this bill. On the 
contrary, a close study of the questions involved here might have 
quite the opposite effect. The voting of statehood for Alaska at this 
time might well cause discerning students of public affairs to conclude 
that qestions of this kind are decided under our system on an emotional 
or personal basis rather than on merit. 

The United States has never before granted statehood to: any 
noncontiguous region such as Alaska. While there may be arguments 
for taking such a step, surely it should not be done hastily in the heat 
of crisis. We are far from sure that a majority of our citizens desire 
to convert the Republic as we have known it into a commonwealth 
spanning the oceans. 

Some of the reasons why statehood for Alaska is both impractical 
and undesirable at the present time have been noted in this report. A 
number of the abuses to which Territorial inhabitants have been 
subjected under the present system of a federally appointed Governor 
have also been noted here. Space precludes a detailed listing of the 
other failures of the Territorial administration under the present 

appointed leadership. 

In fairness to Alaskans, it is apparent that steps must be taken to end 
these abuses, while broadening the experience of the Territory in 
self-government and providing the inhabitants with increased oppor- 
tunities to develop their political institutions. This can be accom- 
plished, reasonably and logically, by conferring on Alaskans the right 
to elect their own Governor. It is a step that has already been taken 
in the case of Puerto Rico and has proven a successful experiment. 

Thus Alaskans would be able to deal at the polls with such matters 
as careless or inefficient government, or worse, without having to 
undertake the staggering financial burdens that statehood would entail. 
Congress would remain in a position to take such steps as might become 
necessary from time to time to loosen the dead hand of the Federal 
bureaucracy which is now clamped on the Territorial economy. 

Without the power of Congress, a new and financially ailing State 

‘an be expected to remain at the mercy of the Interior Department for 
generations. That this view is shared by responsible Alaskans was 
made known during the last session of the legislature when both houses 
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passed House Memorial 36, urging Congress to make provision for the 
Territory to elect its own Governor. A corresponding measure, 
House Memorial 26, urging favorable action on the statehood bill, did 
not pass the legislature. 

The preamble of the memorial favoring election of the Alaska 
Governor noted that passage of such legislation by Congress would 
mark an important step toward the ultimate goal of statehood and 
would aid and not detract from the statehood cause. We subscribe 
to that view. At the proper time during consideration of the pending 
bill and in conformity with the wishes of many Alaskans, we expect 
to move to substitute the pending elective governorship bill and ask 
for its passage in the place of the statehood legislation. 


CONCLUSIONS 


Alaska cannot afford statehood at the present time. 

The present bill does nothing to remove the cloud of Indian claims 
against Territorial lands, a matter of vital concern to the future of the 
Territory. 

The present bill does not guarantee protection of the Territory’s 
rights to its tidelands. 

Sections of the bill which would convey land grants to the new State 
are inadequate and do not answer the basic question of the lack of 
preliminary surveys. 

The section under which delegates would be elected to the constitu- 
tional convention is faulty. Under it, political elements in the Terri- 
tory of demonstrated irresponsibility could seize control of and dom- 
inate the convention. 

Statehood for Alaska would benefit a handful of political opportun- 
ists who are ambitious to become the officials of the new State, thus 
gaining powers and stature on a par with other State officials through- 
out the Nation. 

These are essentially the same individuals under whom govern- 
mental abuses have been practiced in the Territory for years. The 
bill would simply clothe them with new or strengthened powers. 

No specific facts have been advanced to show how admission of 
Alaska to the Union would aid national defense. 

The argument that admission of Alaska is necessary to demonstrate 
to the world that America believes in democracy is ridiculous and 
unfounded in the light of the Nation’s history. 

Grant of statehood to a noncontiguous area would involve a radical 
break with precedent which should be carefully considered in all its 
implications before proceeding with any individual case, such as 
Alaska. 

Bureaucratic controls and Alaskan economic problems resulting 
from its unique geographical position should be of deeper concern to 
the Congress than the pending statehood question. A searching 
investigation of these problems, to be followed by corrective measures, 
should be undertaken by the Congress before statehood can be 
reasonably considered. Any other approach is illogical and will place 
Territorial inhabitants in extreme financial peril. 

Before a fair determination on the pending bill can be reached, the 
committee must hold hearings in Alaska, thereby securing the views 
from all sides of this question. 
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Pending such hearings and a solution of the other problems herein 
noted, Alaskans can receive added responsibility and valuable experi- 
ence in self-government through action by the Congress to enable 
them to elect their own Governor. 

Hueu But wer. 
GporceE W. MaALone. 
ArtTHuUR V. WATKINS. 
Russeiu B. Lona. 
GEORGE A. SMATHERS. 
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[To accompany §. 1230] 


The Committee on renerere s in the Executive Departments, to 
whom was referred the bill (S. 1230) to authorize the acceptance of 


conditional gifts to further the defense effort, having considered the 
same, report favorably thereon, with an amendment, and recommend 
that the bill do pass. 

The amendment is as follows: 

Page 2, line 16, after the word ‘‘made’’, strike out the word ‘‘may”’ 
and insert the word ‘‘shall’”’ 


GENERAL STATEMENT 


During periods of national emergency, a considerable number of 
citizens, apparently motivated by a desire to contribute more than 
their required share toward the maintenance of the Government, have 
followed the practice of making voluntary donations of money and 
property to the United States. Although some of these gifts are made 
outright, a considerable number are made with the stipulation that 
they be used for particular purposes to further the defense effort. 

Under existing law, the Government is authorized to accept uncon- 
ditional donations, and money so received is covered into the Treasury 
of the United States for the general expense of the Government. 
However, the acceptance of gifts conditioned upon their use for a 
specified purpose is not permitted because all money received by the 
Treasury Department, whether in cash or in the form of property 
which has been converted into cash, must be covered into the miscel- 
laneous receipts account to await appropriation by the Congress 
(U.S. C., title 31, sec. 484). 

During World War II, after considerable donations of money were 
received by the Treasury, conditioned upon their use for specified 
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purposes, the Congress enacted legislation enabling the United States 
to accept conditional gifts (title XI, Second War Powers Act, U.S. C., 
1940 ed., Supp. V, title 50, App., secs. 641-641f, 56 Stat. 183). This 
authority was subsequently repealed by the act of June 29, 1946 
(60 Stat. 345). 

The committee has been informed that during World War II, gifts, 
consisting of currency, checks, money orders, bonds, stamps, and other 
obligations, ranged in value from 15 cents to nearly $320,000. 

The Treasury Department advises that between March 27, 1942, 
and June 30, 1946, 1,514 separate conditional gifts, in cash, were made 
to the United States, amounting to $6,191,415.64. The breakdown 
was as follows: 


SUMS ce es ae Pere ee ee I te $3, 285, 175. 79 
WER eo ie ee et a a ape . 100, 768. 45 
Guns and ammunition- se Sue oelswwwe oe boas 136, 933. 37 
Welfare and recreation ____ ee I a A TS ge 455, 807. 60 
Buildings and appurtenances kd 545, 204. 79 
es cia vit uicia ic av averted ekin've wage wine 5 166, 553. 36 
Vehicles AS cee ; P z es <acun’ 1 See Oe 
MUSCOMANCOUR OUUIPMOent. — 6... -. uL-u i... ; a 146, 149. 88 
Foreign relations and rehabilitation__________ POO te ea ae 2 i 153, 952. 38 
SVE AINE 5. os ec a nc Ne ae ee to, _ 80, 432. 50 


bok tear ais 6, 191, 415. 64 


During 1946 alone, property donations were made amounting to an 
estimated value of $250,000. They included such items as 2,800,000 
packages of cigarettes, 527 copies of magazines and other publications, 
200,000 decks of playing cards, 56,000 phonograph records, 475 record 
kits, 240 wrist watches, 7,550 gift packages and game kits, 1 spinet 
piano, and medical and first-aid supplies. 

Additional donations accepted, upon which no valuations were 
placed, included such items as 1,500,000 copies of miscellaneous 


publications, more than 2,000 war dogs, 2,000 bathrobes, 2,118 pairs 
of slippers, 1,984 buddy bags, various quantities of knitted goods, 
1 motion-picture projector, 1 ambulance, and 1 wheel chair. In 
addition, donations were made in the form of repairs and improve- 
ments to service clubs, reproduction rights of motion-picture films, 
and personal services. 

Between December 7, 1941, and June 30, 1946, 18,384 unconditional 
gifts were made aggregating $1,244,876.13. Between July 1, 1950, 
and April 25, 1951, the Treasury Department received unconditional 
gifts amounting to approximately $38,000 in cash. In addition, the 
Department is now holding in abeyance some $1,600 in conditional 
cash gifts. 

There are numerous statutes on the books which permit the donation 
of money and property for a variety of special purposes. These 
authorizations usually permit such donations to be made to the 
agencies in charge of the particular activities. The following statutes 
are cited as examples of such authority: 

United States Code, title 10, section 1318, permits awards and prizes 
to be accepted by the Secretary of War to encourage the breeding of 
horses for Army purposes. 

United States Code, title 16, section 6, authorizes the Secretary of 
the Interior to accept lands and real-property rights to be used as 
national parks. United States Code, title 16, section 37, authorizes 
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the Secretary of the Interior to accept donations for the protection 
and conservation of wild animals. 

United States Code, title 24, section 2, authorizes the President to 
receive donations for the erection and support of hospitals for seamen. 
United States Code, title 24, section 25, authorizes the Soldier’s 
Home to accept and hold devises for the benefit of the institution. 

A recent statute agen the Secretaries of the Army, Navy, Air 
Force, and Treasury (on behalf of the Coast Guard) to accept gifts 
of real or personal property, conditioned on their use for the benefit 
of, or in connection with, certain institutions under their respective 
jurisdictions (act of March 11, 1948, 62 Stat. 71-72; U.S. C., title 
secs. 150q—-150t). 

PROVISIONS OF §. 1230 


S. 1230, as submitted to the Congress by the Treasury Department, 
would anahio the Government of the United States to accept gifts 
of money and other property, real and personal, as well as services, 
conditioned upon their use for a particular purpose. 

Section 1 would authorize the Secretary of the Treasury to accept 
or reject gifts of money or other intangible personal property made 
to the United States, carrying a condition to the effect that they be 
used for some particular defense purpose. It would also authorize 
the Administrator of General Services to accept or reject gifts of 
other property, real or personal, as well as services 

Section 2 would authorize the Secretary of the. Treasury and the 
Administrator of General Services to convert into cash any gifts of 
intangible or tangible property other than money. It would also 
authorize the Administrator of General Services to transfer to any 
other Federal agency without reimbursement such property as he 
may determine usable for the particular purpose for which it was 
donated. 

Section 3 would establish on the books of the Treasury a special 
account into which conditional gifts of money, and the proceeds of all 
other conditional gifts, would be deposited. 

Section 4 would require the Secretary of the Treasury to pay the 
money in this special account to the various appropriation accounts 
made for the purpose of purchasing defense matériel and furthering 
the defense effort of the United States, in such a manner that the gifts 
would be used, as far as practicable, for the purposes for which they 
have been donated. This section would also automatically appropri- 
ate the money received by the Treasury for such specific purposes. 

Under the provisions of this bill, the type of conditional gifts which 
may be accepted by the Secretary of the Treasury is limited to money 
and other intangible property, such as bonds, securities, and stocks. 
Gifts of real and. personal property and services would be handled by 
the Administrator of General Services. In all cases, the Secretary of 
the Treasury and the Administrator of General Services would be 
Sone to either accept or reject any particular gift as they saw 
nt. 


CONCLUSIONS 


The committee concluded that the objectives of S. 1230 are desirable 
and meritorious, and would enable citizens of the United States, who 
so desire, to give vent to their patriotic feeling to support the defense 
effort by permitting them to make donations of money and property 
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to the United States, conditioned upon their use for specific purposes. 
Although the aggregate amounts of money likely to be received from 
these sources are relatively small, the good feeling and teamwork 
which is engendered by permitting the Government to accept these 
offerings is an important psychological factor in time of national 
emergency. 

In view of the foregoing and the fact that there appears to be ample 
precedent for the action contemplated in this bill, the committee 
recommends the approval of S. 1230. 


COMMENTS OF FEDERAL AGENCIES CONCERNED 


The Secretary of the Treasury, the Director of the Bureau of the 
Budget, and the Administrator of General Services have advised the 
committee that they favor the enactment of this bill, because it would 
offer a practical means for the United States to accept all types of 
gifts of money and property, and would enable the Government to 
carry out, to the greatest extent possible, the wishes of the donors. 
The communications from these agencies follow: 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., April 16, 1951. 
Hon. Jonn L. McC ie.yan, 
Chairman, Committee on Expenditures in the Executive Departments, 
Senate Office Building, Washington 25, D. C. 

My Dear Senator McCuieuian: This will acknowledge your request of 

March 31, 1951, for comment on 8. 1230, to authorize the acceptance of conditional 
gifts to further the defense effort. 
» This bill would authorize the Secretary of the Treasury to accept gifts of money 
or other intangible personal property offered to the United States with the con- 
dition that they be used for a particular defense purpose, and would authorize the 
Administrator of the General Services Administration to accept similar gifts of 
real or personal property, or services. Any money so received and the proceeds 
from the conversion of gifts of property to cash would be placed in a trust account 
and the Secretary of the Treasury would be authorized to pay the money so 
deposited to such appropriation accounts as would best carry out the wishes of 
the donors. 

Similar legislative authority was provided during World War II under the 
Second War Powers Act in order to permit acceptance of gifts to further the war 
effort. It now appears that present conditions have again given rise to offers of 
gifts from people who are anxious to contribute to the defense effort, often with 
the stipulation that the gift be used for a particular purpose. The United States 
at present is without authority to accept such conditional gifts. 

S. 1230 would appear to offer a practical means for accepting such gifts and for 
carrying out, to the greatest extent possible, the wishes of donors. The Bureau 
of the Budget recommends that your Committee give favorable consideration to 
the bill. 

Sincerely yours, 
F. J. Lawton, Director. 





DEPARTMENT OF THE TREASURY, 
May 1, 1951. 
Hon. Joun L. McCieuuan, 
Chairman, Committee on Expenditures in the Executive Departments, 
United States Senate, Washington, D. C. 

My Dear Mr. Crarrman: Further reference is made to your request for the 
views of this Department on S. 1230, to authorize the acceptance of conditional 
gifts to further the defense effort. 

S. 1230 is identical to a draft of bill which the Treasury Department trans- 
mitted to the Congress on March 1, 1951. Its purpose, which is explained in 
greater detail in the Department’s letter of transmittal, is to authorize the accept- 
ance of gifts of money, real and personal property, and services, in cases where 
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the gifts are made upon the condition that they be used for a particular national 
defense purpose. Under the bill, such gifts of money and intangible personal 
property could be accepted by the Secretary of the Treasury, and gifts of other 
property and services by the Administrator of General Services. Gifts other 
than money could be converted into cash and the proceeds of gifts would be de- 
posited into a special account in the Treasury. The Secretary of the Treasury 
would be authorized to pay money in the special account to an appropriation 
account available for the purchase of defense matériel or other purpose most 
similar to that for which a donor requests the expenditure of his gift. In addi- 
tion, the Administrator of General Services could transfer to other Federal 
agencies, without reimbursement, such gifts of tangible property as are usable 
for the purpose stated by the donor. The proposed legislation, which was pre- 
pared in collaboration with the General Services Administration, is similar to 
the conditional gifts legislation enacted in title XI of the Second War Powers 
Act of 1942. Statutory authority is needed for the acceptance of conditional 
gifts to the United States. 

During World War II, voluntary gifts were made to the United States for such 
specified purposes as the purchase of rifles, machine guns, aircraft, and ambulances. 
It is impossible as a practical matter to apply money received from each such 
gift to the purchase of specific types of military or defense equipment. Like 
similar legislation in effect during World War II, however, 8. 1230 would provide 
the most practical means of effectuating the purpose of donations made for specified 
defense purposes. The Treasury Department recommends its enactment. 

The Bureau of the Budget advised that there was no objection to the sub- 
mission of the proposed legislation to the Congress. 

Very truly vours, 
JoHN W. SNYDER, 
Secretary of the Treasury. 





GENERAL SERVICES ADMINISTRATION, 
Washington, May 2, 1951. 
Hon. Jonn L. McCLe.uan, 
Chairman, Committee on Expenditures in the Executive Departments, 
United States Senate, Washington, D. C. 

Dear SenatTOR McC.Leuuan: Reference is made to your letter of March 31, 
1951, requesting the views of the General Services Administration with respect 
to S. 1230, to authorize the acceptance of conditional gifts to firther the defense 
effort. 

The purpose of the bill is to remove the legal barrier against acceptance by the 
Government of gifts of property made to the Government on condition that the 
gifts be used for a particular defense effort. The bill would authorize the Secretary 
of the Treasury to accept or reject such gifts of money or intangible personal 
property and to convert such property to money. It would authorize the Admin- 
istrator of General Services to accept or reject such gifts of all other property, 
as well as services, and to convert such property to money or to transfer it to 
Federal agencies without reimbursement when this would accomplish the purpose 
of the donation. All money received as a result of such gifts would be placed 
in a special account and would be transferred by the Secretary of the Treasury 
to such agency-appropriation accounts as in his judgment would best effectuate 
the intent of the donors. 

The authority proposed to be conferred by the bill is substantially similar to 
the authority granted the Secretary of the Treasury from 1942 to 1946 with 
respect to conditional gifts to the Government for war purposes. We understand 
that that program was entirely successful. With the expenditure of but small 
administrative effort, it made possible additional funds to the Government and 
the satisfaction of patriotic feeling on the part of its citizens. The subject bill 
would similarly promote the interests of the Government and its citizens during 
the present defense period. Now that the General Services Administration has 
been established it would be appropriate for this property-management agency 
to assist in the conversion and utilization of.gift property received in other than 
money form. 

For these reasons the General Services Administration recommends enactment 
of the subject bill. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
Jess Larson, Administrator. 


O 
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May 9 (legislative day, May 2), 1951.—Ordered to be printed 


Mr. Rosertson, from the Committee on Expenditures in the Execu- 
tive Departments, submitted the following 


REPORT 


OF THE SUBCOMMITTEE TO INVESTIGATE WILDLIFE 
CONSERVATION 


On May 9, 1951, the Committee on Expenditures in the Executive 
Departments had before it for consideration the report of the sub- 
committee with respect to its investigation of Federal wildlife-conserva- 
tion activities during 1950. 

After full consideration of the report, as submitted by the subcom- 
mittee, the report of such subcommittee was approved by the full 
Committee on Expenditures in the Executive Departments. The 
chairman of said subcommittee was directed to file the report in the 
Senate. 

INTRODUCTORY STATEMENT 


For a number of years, the Congress has concerned itself with the 
conservation of the wildlife resources of the United States, which con- 
stitute a very important portion of this Nation’s wealth and sub- 
stance. In the Senate, this work was handled by a Select Committee 
on Wildlife Conservation which had jurisdiction over the entire 
subject. 

The Legislative Reorganization Act of 1946 (Public Law 601, 79th 
Cong.) transferred this activity to the Committee on Interstate and 
Foreign Commerce.' However, since wildlife-conservation activities 
are the concern of at least three executive agencies of the Govern- 
ment—Agriculture, Interior, and Army—whose operations are super- 
vised, in turn, by at least three standing committees of the Senate, it 
was difficult to obtain a complete and coordinated report on all these 
activities. 

The Committee on Expenditures in the Executive Departments, 
being vested with authority to study “the operation of Government 
activities at all levels with a view to determining its economy and 

1 See. 102 (1) (j) 17. 
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efficiency,” appointed a Subcommittee To Investigate Wildlife Con- 
servation in the United States, with jurisdiction to receive from the 
conservation agencies of the Government annual reports of their 
work. The subcommittee was also charged with the responsibility 
for receiving such information from State game departments and 
private organizations interested in the improvement of the Federal 
program. Since conservation activities are specifically vested in the 
Committee on Interstate and Foreign Commerce by the Legislative 
Reorganization Act of 1946, the subcommittee was given no authority 
to handle conservation legislation before the Senate, but was directed 
merely to sponsor bills for appropriate reference whenever its inv 4 
gations revealed that changes in the law were required. Finally, 
was directed to make recommendations to Government agencies con- 
cerning their wildlife conservation programs. In April 1948, the 
subcommittee held hearings for 3 days, receiving information con- 
cerning Federal wildlife conservation activities during 1947. 

At the outset of the Eighty-first Congress, the Committee on Ex- 
penditures in the Executive Departments voted to continue the sub- 
committee, and hearings were held relative to Federal wildlife activi- 
ties during 1948 * and 1949.4 

During the Eighty-second Congress, the subcommittee was con- 
tinued by the full committee, and Senator A. Willis Robertson was 
named chairman. Since it was not deemed feasible to conduct the 
usual public hearings this year, due to the pressure of defense matters 
the chairman of the subcommittee notified all conservation agencies, 
both public and private, that they would be given an opportunity to 
submit their usual reports and statements, in lieu of personal testi- 
mony, on any phase of the national conservation program in which 
they might be interested. In response to this invitation, reports were 
submitted by the following Government agencies: The Department 
of Agriculture, Soil Conservation Service, and Forest Service; the 
Department of the Interior, National Park Service, and Fish and 
Wildlife Service; and the United States Army, Corps of Engineers. 

Statements were submitted by the following private organizations: 
The Wildlife Management Institute, the Izaac Walton League of 
America, and the Outdoor Writers Association of America. 

It is the purpose of this report to present a coordinated picture of all 
wildlife conservation activities in the United States. The material 
contained herein has been set forth as submitted by the agencies and 


organizations concerned and does not necessarily represent the views 
of the committee. 





2 See Hearings Before a Subcommittee of the Committee on Expenditures in the Executive Departments} 
April 26, 27, and 28, 1948. U.S. Senate, 80th Cong., 2d sess., Wildlife Conservation Activities of the Federa 
Government, 1947. 

3 See Hearings Before the Subcommittee To Investigate Wildlife Conservation, Committee on Expendi- 
tures in the Executive Departments, February 9 and 10, 1949. U. 8. Senate, 8ist Cong., Ist sess., Wildlife 
Conservation Activities of the Federal Government, 1948. 

‘See Hearings Before the Subcommittee To Investigate Wildlife Conservation, Committee on Expendi- 
tures in the Executive Departments, February 13 and 14, 1950. 8ist Cong., 2d sess., Wildlife Conservation 
Activities of the Federal Government, 1949. 
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DEPARTMENT OF THE INTERIOR, 
NATIONAL PARK SERVICE, 
Washington 25, D. C., February 23, 1951. 
Hon. A. Wiiiis Ropertson, 
Chairman, Subcommittee To Investigate Wildlife Conservation, 
Committee on Expenditures in the Executive Departments, 
United States Senate, Washington 25, D. C. 

My Dear Senator Rosertson: | am pleased to comply with your 
request of February 1 for the submission of the report to the Subcom- 
mittee To Investigate Wildlife Conservation. The preparation and 
presentation before your committee of the report on wildlife resources 
and management work in the areas administered by the National 
Park Service is usually the work of Mr. Victor H. Cahalane, biologist, 
Natural History Division. This year, Mr. Cahalane, at the invitation 
of the National Parks Board of Trustees, is in South Africa working 
on a cooperative study for the establishment of a wildlife-management 
program. His work will be mainly in the Union of South Africa, but 
visits will also be made to the Belgian Congo and Kenya Colony. 
The joint study is made possible through the generosity of the 
Carnegie Corp. of New York. 

Many nations are seeking ways and means of preventing the 
extermination by the advancing tide of civilization, of many forms of 
animal life. Conscious of the experience gained through the years 
by the National Park Service, foreign countries look to the United 
States for leadership in this increasingly difficult problem. Repre- 
sentatives of many nations have visited and observed the work in 
the parks and monuments and they now extend the invitation to help 
them organize their own programs. 

The act of Congress of August 25, 1916, which created the National 
Park Service, established it ‘‘to conserve the scenery and the natural 
and historic objects and the wildlife therein and to provide for the 
enjoyment of the same in such manner and by such means as will 
leave them unimpaired for the enjoyment of future generations.” 
The lands administered comprise 180 national parks, monuments, 
historical and recreational areas with a total acreage of about 
23,000,000. Last year 32,780,232 people visited these areas. This 
is a new record, and may be compared to the 16,755,251 visitors 
registered in 1940, 10 years ago. ‘There is only a small difference in 
the number of areas and acreage of 1940 and 1950. Nearly all areas, 
whatever their major attractions, have some form of wildlife. 

The tide of civilization, the people hungry for inspirational experi- 
ences in the out-of-doors, the intensified land use adjacent to the parks 
and monuments, and the demand to exploit the natural resources, all 
exert tremendous pressure upon the management of the parks and 
monuments in the United States. This pressure is just as serious and 
grave a threat to the wildlife of this Nation as it is in the more remote 
nations of the world. This can only be met by improving our knowl- 
edge of the wildlife problems, practicing wise management, and ex- 
plaining to the public basic facts to enable it to fully support the pro- 
grams necessary to protect and preserve our wildlife under natural 
conditions. 

Even under entirely natural conditions, the status of various 
species is fluctuating. Weather conditions, ecological factors, dis- 
eases, and other influences cause populations to rise and fall. Al- 
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though, in general, these populations swing back and forth around a 
normal or average population, the major activities of mankind develop 
trends that may result in permanent expansion or depletion of certain 
species. 

In order to note these fluctuations in animal populations, it is neces- 
sary that the National Park Service maintain close observation of all 
biological processes occurring upon the lands under its administration. 
Preservation of the many species involves not only the observations 
and study of the wildlife, but also full know ledge of the soil, woods, 
and waters for protection of the environment is as important. 

It is the purpose of the National Park Service to preserve the park 
areas in as natural condition as possible and resist civilization pres- 
sures. We aim to restore conditions where they have been altered and 
permit the wildlife to exist without fear of mankind in a normal 
ecological picture. Such conditions add much to the enjoyment of 
the visitor, and the proof of the wisdom of this policy of land use is 
evidenced by the increasing number of people who come each year 
in quest of enjoyment, education, and inspiration. 

During the past year, we have carried on some wildlife restoration 
projects. It has been necessary to engage in several operations to 
reduce the populations of deer and elk, where there is inadequate 
winter range, and the overgrazing by wildlife threatens the habitat. 

There is urgent need for policing and technical personnel to enable 
the National Park Service to properly preserve and protect the wild- 
life assigned to its care by the Congress. The wildlife problems are 
increasing and becoming more comple xX as man continues to encroach 
upon the wilderness. Wildlife is a valuable resource of the Nation, 
and many field studies are needed. Field data are the base upon 
which intelligent management programs can be formulated. The 
accumulation of the data, the development of wildlife programs, and 
effective operations require materials, supplies, and personnel. The 
needs for funds to make purchases and employ personnel for the wise 
conservation of the wildlife in the nationel parks and monuments are 
detailed in the enclosed report. 

Now that the Nation has entered a state of national emergency, the 
character of the park visitors will change somewhat. As in the last 
war, many thousands of fatigued and battle-worn servicemen will come 
seeking rest and relaxation. To them the national parks and monu- 
ments hold promise of association with nature and opportunities for 
outdoor recreation. They will expect to fulfill their dreams of abun- 
dant wildlife, and we must not let them down. In these trying times, 
we must continue to strive to replenish the wildlife of woods and 
waters so that this resource will measure up to the ideals of the native 
land for which they are fighting. 

Forwarded herewith are the summaries of wildlife resources and 
management for the National Park Service, for region 1 (Eastern 
States), for region 2 (North Central and Northern Rocky coe 
States), for region 3 (Southwestern States), and for region 4 (Pacific 
coast). Also forwarded are charts reporting the Estimated Numbe rs 
or Relative Abundance of Mammals and Birds, and Fish Planting 
Data—National Park System 1950. 

Sincerely yours, 
Newton B. Drury, 
Director. 
Enclosures 7. 
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A SumMMARyY OF WILDLIFE Resources AND MANAGEMENT Work, 1950 


THE LARGER MAMMALS 


park visitor and this animal is present in most of our eastern parks 
and also in a few areas of the West. Following the great forest fire 
of 1947, there has been, due to the improved browse, an increase in 
the deer population of Acadia National Park. Continuation of the 
annual browse surveys is of utmost importance in order to maintain 
balance in the habitat for the optimum number of deer. 

Reports indicate that the Virginia white-tail deer are increasing in 
numbers in Great Smoky Mountains, Mammoth Cave, and Shenan- 
doah National Parks. ‘They are also present and a source of great 
visitor interest in Morristown, Gettysburg, and Saratoga National 
Military Parks. 

Thirty-one white-tail deer were introduced in the Doughton Park 
area of the Blue Ridge Parkway by the North Carolina Wildlife 
Resources Commission as part of their wildlife restoration program. 
There is heavy hunting pressure along the parkway, and the long, 
narrow strip of land does not offer an adequate protective reservation. 

The white-tail deer population at Glacier National Park showed 
a considerable decline. The cause is laid to the severe winter of 
1949-50 when a large number were lost due to starvation, malnutri- 
tion, and extreme weather conditions. The range appears generally 
to be satisfactory and, with a number of easy winters, it is expected 
that the populations will come back to normal. The white-tail deer 
apparently are no longer residents of Yellowstone and Grand Teton 
National Parks. 

In the Southwest white-tails are present in Organ Pipe Cactus 
National Monument and Big Bend National Park. In the latter area, 
they are recovering from the undiagnosed epidemic which greatly 
reduced their numbers in 1948. 

The deer in Everglades National Park are distributed thinly through 
about one-half of the park. Poaching has greatly reduced the popu- 
lation, but with the establishment of the area as a national park and 
the institution of patrols, the animals are holding their own and we may 
look forward to an increase with favorable climatic conditions. 

Mule deer are well established in the western parks. Except at 
Yellowstone, where the mule deer herd of 600 has decreased by half 
in the last 10 years, these animals are more than holding their own. 
An overpopulation of this species occurs in some areas. At Glacier 
National Park a severe winter resulted in above normal losses and at 
Dinosaur National Monument there is a shortage of natural food. 
In Rocky Mountain National Park there is need of continuing control 
measures in order to improve the range. The mule deer in Wind Cave 
National Park have been held in check by natural losses. 

A mule deer increase is noted at Grand Canyon National Park, 
following soil and moisture conservation work. At Bandelier, 
Timpanogos Cave, Cedar Breaks, and Capitol Reef National Monu- 
ments, located in New Mexico and Utah, there was no apparent change 
in the deer population. These are relatively small areas and their 
deer population fluctuates considerably with the hunting pressure on 
the outside. Carlsbad Caverns, Bryce Canyon National Park, and 
the Lake Mead national recreational area report satisfactory deer and 
range conditions. 


The bounding white-tailed deer is a sight which thrills many a 
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The deer is well represented in the park areas of the Pacific coast. 
Black-tail deer have recovered from the adverse weather conditions 
of 1949 at Mount Rainier National Park and Pinnacles National 
Monument; and at Lava Beds National Monument, the fire of 1949 
which burned 17,000 acres, did not deter the return of the deer from 
the adjacent mountains. This illustrates the recuperative ability 
of the species to reestablish itself under protective custody in Service 
areas. 

In Yosemite, Sequoia, and Kings Canyon National Parks, the 
deer are well distributed in the higher elevations in summer, but are 
concentrated in the foothills in the winter months. Browse plants 
suffered locally on these winter ranges, particularly in Sequoia, but 
cooperation between the Forest Service, the Park Service, and the 
California Fish and Game Division resulted in providing public 
hunting opportunities adjacent to the boundary. Satisfactory 
harvests prevented the problem from becoming acute. In Lassen 
Volcanic National Park the deer have also made satisfactory recovery 
after the severe winter of 1949. At Olympic National Park the black- 
tail deer are reported as abundant. 

The wapiti or elk originally ranged over most of North America, 
and with its migrations from summer to winter ranges, traversed 
wide areas. The restriction of open range, the erection of fences, 
the hunting pressure, the competition of domestic livestock for like 
foods, and the vagaries of weather are all important factors affecting 
this species more than any others of the wild ungulates. 

There is year-around range for elk available to a limited herd in 
the Blue Ridge Parkway of Virginia and North Carolina. A small 
planting of 3 or 4 animals made 25 years ago has now increased to 
about 35 adults and 5 calves were noted this past year. These are 
the only elk reported in the eastern areas of the Service. 

Elk continue to constitute the big wildlife problem in Yellowstone 
National Park. Continued deterioration of the winter range inside 
and outside of the park has reduced its carrying capacity to about 
5,000 of the species. Light snowfall this winter contributed to keep 
the main portion of the herd in the high country, and a program in 
1950-51 to reduce the overpopulation on the winter range was unsuc- 
cessful. The aim was to insure the conservation of the northern 
Yellowstone elk herd in order to avoid deterioration by starvation, 
malnutrition, or disease, which are a serious threat to the entire herd 
in the event a severe winter sets in. The herd is estimated to number 
approximately 12,000 animals. The program was to encourage a 
hunter harvest outside of the park of 3,500 or more elk. However, 
only 1,265 elk were killed by hunters up to February 9, 1951. Direct 
control measures by official action were necessary in the park. These 
measures were directed first to the live trappimg and transplanting 
of as many elk as possible to outside ranges. Requests for live elk 
totaled nearly 700, but the open weather made the trap bait unattrac- 
tive and only 211 animals were caught and transplanted. This phase 
of the program will continue through February in the hope that 
sufficient elk can be caught to fill all requests for live animals. It 
was necessary to kill 495 animals in the park and the carcasses were 
disposed of to Federal institutions and to needy Indians. The num- 
ber of elk removed from the herd this year will take care of only the 
normal expected calf crop. The program has the support of the 
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State of Montana, the United States Forest Service, the Fish and 
Wildlife Service, and many conservation groups and individuais who 
have carefully studied the situation for a number of years. The 
concerted efforts of all interested agencies, groups, and individuals 
must be directed to continue the program until the elk numbers and 
the carrying capacity of the winter range are in balance. 

The Jackson Hole elk are generally considered to constitute the 
largest elk herd in the world. With ade quate summer range in 
Yellowstone and Grand Teton National Parks and in the Teton 
National Forest, the berd presents a serious management problem for 
the State of Wyoming and the Fish and Wildlife Service when they 
come out of the high country. Deprived, by agricultural and com- 
munity developments, of access to their former winter range in south- 
western Wyoming, the herd is forced to winter in Jackson Hole. 
The natural forage of the National Elk Refuge and the forage of nearby 
State feed grounds plus the practical feeding limits of hay establishes 
the ceiling to which this herd may increase. Experience has shown 
that too much hay feeding results in abnormal losses and the natural 
forage is not sufficient to support the herd without supplemental feed. 
The objective of management is to maintain a healthy herd without 
overcrowding or overfeeding on the wintering grounds, and to do this, 
it becomes necessary to each year remove at least the normal increase. 
The National Park Service contributes to this management program 
in two ways. First is the cooperative program established by Public 
Law 787, approved September 14, 1950, in which the State of Wyo- 
ming and the National Park Service are directed to conduct joint 
investigations, field studies, and controlled reduction programs as 
agreed upon by the Governor of Wyoming and the Secretary of the 
Interior. This is to insure the conservation of that segment of the 
herd traversing Grand Teton National Park. Secondly, the irrigated 
hay lands, presented by Mr. John D. Rockefeller to the people of the 
United States, will be used to produce about 1,000 tons of high- 
quality native hay to be used for the elk on the wintering grounds 
administered by the State of Wyoming and the Fish and Wildlife 
Service. There has always been public hunting on the former Jac <son 
Hole National Monument lands, now added to Grand Teton National 
Park, but this open public hunting failed to solve this long-time elk 
population problem. A new era of protection is now opening. By 
adding more lands to the Grand Teton National Park and the Na- 
tional Elk Refuge and practicing controlled reduction on these lands, 
a more stable management program is looked for. 

The elk calf crop in Glacier National Park was below normal, and 
with a more than average loss from the 1949-50 winter, the elk 
population shows no increase. Salting and hunting outside of the 

ark have also contributed to relieve the pressure on the winter range. 

n Rocky Mountain National Park direct control measures were 
nece ssary and 85 elk were removed to check the elk increase and permit 
range recovery. Increased protection given to the elk on lands out- 
side the park and the posting of private lands were factors acting 
against adequate hunter harvests on adjacent lands. 

The elk in the Southwest is confined to the areas having fairly high 
elevation. Mesa Verde and Carlsbad Caverns report occasional 
observations. They are also present in Bandelier and Zion National 
Monuments. In this section of the country, the elk are barely holding 
their own, and some increases are desirable. 
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In the Pacific Coast States the elk population appears to be holding 
its own at Mount Rainier National Park and a few individuals visit 
Crater Lake in the summer. The Roosevelt elk, an important 
natural resource of the Olympic Peninsula, are conserved by the 
protection offered by the Olympic National Park. Adequate hunting 
opportunities are available on lands outside the park, and the hunter 
harvests and natural losses have maintained good population levels. 
The main problem here is the nuisance depredations suffered by private 
landowners when elk on winter ranges break into their hay lands 
and stacks. 

The bighorn or mountain sheep habitat is entirely in the western 

yart of the continent and their status in areas administered by the 
National Park Service is generally unsatisfactory.. In Glacier and 
Yellowstone National Parks the competition of elk and deer for big- 
horn forage and the elements act to keep this species on the critical 
list. Each of these parks report a population of 170 animals, which 
is considerably below census figures of 10 years ago. The small band 
of bighorns in the north mountains of Grand Teton National Park 
appears to be doomed unless the utilization of adjacent winter range 
by domestic sheep is materially restricted. 

Bighorn sheep are also found in the rugged mountains of the south- 
western Service areas. Reports from Organ Pipe Cactus National 
Monument indicate excellent forage recovery, and numerous observa- 
tions are recorded of rams, ewes, yearlings, and lambs, all in good 
condition. Several bighorns are resident of the Grand C anyon. Bands 
are known to exist in the Death V alley National Monument and Lake 
Mead recreational area. There the prolific wild burros pose the 
greatest threat to their survival. Bighorns resided in the Mesa Verde 
in prehistoric times as their bones were commonly found among the 
cliff-dweller artifacts and kitchenmiddens, <A bighorn planting on the 
mesa several years ago by the Colorado Game and Fish Division was 
successful and observations during 1950 indicate they are increasing 
and widening their range. In contrast to these encouraging reports 
from the Southwest, it is apparent that the few individuals reported 
formerly from Zion National Park and Capitol Reef National Mon- 
ument have been unable to persist and the bighorn is now extinct in 
these areas. Studies of forage recovery at Big Bend National Park 
by Dr. Olaus Murie in 1950 indicate that there is considerable suitable 
habitat for bighorns in this area. Mexico contains the variety most 
suitable for planting in the Big Bend country and the project will 
receive prompt consideration as soon as the embargo on hoofed 
animals from that country is lifted. 

Bighorn fared reasonably well in Service areas near the Pacific. 
In Sequoia and Kings Canyon National Parks approximately 50 
animals are reported and are doing well. Poaching pressure is con- 
siderable and added high-country patrols will be needed to afford the 
protection needed for normal reproduction. Desert bighorns are 
observed from time to time in Joshua Tree National Monument, 
but little is known of their history. 

The bighorn, or Dall sheep, of Mount McKinley National Park, 
have continued to increase from 600 in 1947 to 900 in 1950. The 
year’s lamb crop is very encouraging. Wolf reduction by. direct 
contro! and their voluntary departure from the park due to the scarcity 


7h at iin ere eae eta tt an i i 





FEDERAL WILDLIFE CONSERVATION ACTIVITIES, 1950 9 


of natural food, chiefly caribou, has been mainly responsible for the 
more than normal increase in the bighorn in 4 years. 

The bison or buffalo is present in Yellowstone, Grand Teton, 
Wind Cave, and Platt National Parks, as well as in Colorado National 
Monument. About 1,300 inhabit Yellowstone and the numbers in 
Hayden Valley, Pelican Creek, and along the lower Firehole River 
appear to be excessive. Some damage to the vegetation has occurred, 
but practical means of reducing these remote herds have not as yet 
been agreed upon. Wind Cave National Park now has 480 head and 
the addition to the park of some former bison range from the Custer 
demonstration area, which is now being placed under fence, promises 
to provide more natural forage. At Grand Teton National Park 
there has beep an introduction into a fenced wildlife park and the 
animals are becoming well established. At Colorado National 
Monument and Platt National Park bison are kept under restrictive 
control. The areas are small and the fenced range cannot carry more 
than a small band in each case. As a whole, the bison in Service 
areas are holding their own and have reached their desirable maximum 
numbers consistent with available range and forage. 

Moose are present and protected in some of the more northerly 
parks. Isle Royale National Park leads the list with 500 head. 
Years ago the moose came to the island of their own volition and 
without disturbance have persisted. Their population has increased 
or decreased with relation to the natural forage. Here is a wonderful 
opportunity for the scientist and visitor to study and observe the 
manifestations of natural processes and the adaptation of a species to 
these conditions. It is the objective of the Service to permit the 
moose population at Isle Royale National Park to complete its natural 
cycles without interference and to encourage research that future 
management be based on sound scientific data. In Yellowstone there 
is a decrease of moose. A one-third population decline is unaccounted 
for. The enlargement of Grand Teton National Park by the addi- 
tion of lands formerly in the Jackson Hole National Monument 
brought 150 more moose under Service protection. The total! of 250 
in this park is looked upon as the maximum for the availabie habitat. 
Some overbrowsing is evident and close observation must be main- 
tained to determine if hunter harvests outside the park will control 
the population. The moose in Glacier National Park is pretty well 
dispersed and the count of 150 head is the same as in 1949. 

Moose are reported as common in Mount McKinley National Park 
and they have reestablished themselves at satisfactory numbers after 
the decline noted in 1948. These Alaskan moose are much the finest 
and largest of the genus. The pressure to commercially develop 
Alaska will drive this animal out of much of its normal range and its 
final refuge will be in the national parks and monuments. 

Caribou all over Alaska are declining rapidly and only about 5,000 
were noted in Mount McKinley National Park during 1950. This 
highly migratory species will not confine itself to the protecting 
boundaries of a national park. The tide of civilization in reaching 
Alaska will rapidly affect the caribou and threaten its existence. 

The pronghorn, the only antelope in the world with branched horns, 
is found only in the intermountain parks and monuments. The Yel- 
Jowstone herd of 400 has been reduced to about 200 head to prevent 
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destruction of critical range. Two hundred and thirty-seven head 
were removed in cooperation with the States of Montana, North and 
South Dakota. Seventy-five of the Yellowstone antelope were trans- 
planted to Theodore Roosevelt Memorial Park and 12 bucks were re- 
leased in Wind Cave National Park; the balance, 150, were turned 
loose on Montana range. Poaching and the need of new blood and 
the blizzard of 1949-50 are factors thought to have seriously reduced 
the Wind Cave herd from 200 in 1946 to 60 head in 1950. 

The antelope in the southwestern areas have encountered severe 
drought conditions now for several years. Although some of the ani- 
mals, particularly at Petrified Forest, are in poor flesh, there are no 
abnormal losses evident. However, continuation of the drought may 
seriously reduce antelope populations in this section of the country. 
The Petrified Forest herd is placed at 75 head. The plants made at 
Big Bend National Park in 1947-48 have become well established and 
110 animals are reported. Favorable forage and water conditions are 
present at this park and some 300 more antelope are to be released 
there in the near future. A few antelope from Grand Canyon Na- 
tional Park and Wupatki National Monument are reported. Organ 
Pipe Cactus National Monument, near the Mexican border, reports 
10 antelope that range entirely within the area. The species ts re- 
ported as a rare visitor to Lava Beds National Monument in Cali- 
fornia. 

The peccary, limited to a narrow area along the Mexican border, 
has increased under Service protection. At Organ Pipe Cactus Na- 
tional Monument the peccary population is placed at 1,000 animals, 
500 for Big Bend National Park, and 200 head at Saguaro National 
Monument. They are also reported at Chiricahua and Tonto Na- 
tional Monuments. Close observation should be maintained on the 
species as little data is available for future management measures. 
These peccaries are not to be confused with the domestic pigs that 
have gone wild and do so much damage, particularly in Hawaii Na- 
tion>! Park. 

The mountain goat, often referred to as the “Old Man of the 
Mountains” is holding its own in Service areas. An increase is re- 
ported from Glacier National Park and there is also evidence of some 
goats moving to new areas outside of the park. Increases are also 
reported for Mount Rainier and Olympic National Parks. In the 
latter area, where they were introduced, they are arousing consider- 
able comment at their tameness. Usually this species confines itself 
to the highest inaccessible mountain regions. 

Bears constitute probably the greatest wildlife menace to park 
visitors. Ordinarily shy, they have, however, with man, great fond- 
ness for the same food and delicacies. They are generally without 
fear of man and become readily accustomed to his presence. The 
“Teddy Bear’ and many other similar toys have endeared the bear 
to children and they look upon them as pets. The public fails to 
recognize that park bears are wild animals and are mean and powerful 
creatures, capable of inflicting serious injury. The increasing num- 
ber of injuries from bears is of great concern to the Service and more 
emphasis will be placed on education and enforcement of regulations 
this summer in an effort to make the public conscious of this problem. 

Bears are reported from most all of the national parks and also 
from the larger national monuments. Three to four hundred black 
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bears are in each of the larger areas. Yellowstone, though it does 
not have the largest bear population, nevertheless has the most 
visitor bear trouble. Sequoia and Kings Canyon, Yellowstone, 
Glacier, Yosemite, Olympic, and Great Smoky Mountains are the 
major bear areas. Grand Teton, Mount Rainier, Rocky Mountain, 
Shenandoah, Crater Lake, Lassen Volcanic report from 25 to 60 
black bears. They are also resident in some of the national monu- 
ments as Canyon de Chelly, Bandelier, and Black Canyon. 

The grizzly bear is more dangerous than the black bear and fortu- 
nately has not adopted his panhandling habits. Yellowstone, with 
180 animals, Glacier with 115, and Grand Teton with 10, are the best 
available figures for these areas. Mount McKinley National Park 
lists the grizzly bear as common in that area, and Glacier Bay and 
Katmai National Monuments in Alaska no doubt have a grizzly 
population. However, the absence of personnel in the Alaskan areas 
makes any estimate purely guesswork. 

The cougar, or mountain lion, is reported from 31 areas of the 
Service. However, there is no management problem or any conflict 
with livestock interests. The species is low in numbers and persists 
‘only in the most remote areas. 

The jaguar, or big spotted tiger of Mexico, has been seen several 
times in Big Bend National Park and Saguaro National Monument. 
These are no doubt wandering individuals from Old Mexico. 

Manatees appear to have established themselves in Everglades 
National Park as year-round residents. Thirty-one observations are 
reported for the year, and this is most encouraging after being almost 
extirpated in the area. 


THE SMALLER MAMMALS 


Coyote population appears to be on the decline in most areas. 
Poison campaigns, particularly the placement of 1,080 stations, has 
acted to effectively remove the migrant adults and also the younger 
animals who wander outside the parks. However, the coyotes are 
still frequently observed in Service areas and are of much interest to 
the public. Their presence is beneficial as scavengers and predators 
-on weaker animals, particularly necessary to keep down rodent popu- 
lations. They are not represented in the eastern areas. 

In Yellowstone National Park it was recently determined that cer- 
tain individuals left the park and ranged northward down the Yellow- 
stone River. An effort to control these will be undertaken this year 
by the Fish and Wildlife Service who will start a campaign by adding 
additional poison stations just north of the park. These poison sta- 
tions have contributed toward the decrease in coyotes in Glacier 
National Park and Dinosaur National Monument. The practice to 
keep these stations about 3 miles from the park boundary is helpful; 
however, even under this practice the coyote has been nearly extir- 
pated at Theodore Roosevelt National Memorial Park. The $10 
bounty in South Dakota keeps down the numbers of coyote ranging 
out of Wind Cave National Park and the Badlands. Grand Teton 
National Park reports an increase of coyotes which was to be expected 
with the added lands and resultant decrease of agricultural pursuits. 

Coyotes are on the down grade in the Southwest areas, such as at 
Carlsbad Caverns, Grand Canyon, Colorado, Capitol Reef, Cedar 
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Breaks, and Timpanogos Cave. Increases are noted at Mesa Verde,,. 
Petrified Forest, and Big Bend. Perhaps there is some relationship 
between the coyote population and the abundance of food resulting 
from the poor condition of the other wildlife occasioned by the pro- 
longed drought in this section. Coyote populations are down in the 
Pacific coast areas and are not considered as a management problem. 
In some of these areas an increase is desirable, particularly where: 
rodents are on the upgrade. 

The red fox is holding his own and the population shows only minor 
fluctuations. They are not a problem but an interesting member of 
the fauna. They seem to be most abundant at Crater Lake and 
Mammoth Cave National Parks. They are common at Acadia 
Great Smoky Mountains, and Mount McKinley National Parks.. 
All other areas report them as uncommon or rare. 

The gray fox, in contrast, is on the increase in a number of western 
areas. Mesa Verde estimates a population of 150 and thev are com- 
mon in many other areas. There have been no reports of rabies among 
the Canidae. 

The wolf is reported only from Mount McKinley, Glacier, Grand 
Canyon, and Olympic. In all instances it is an uncommon or rare: 
resident. 

Bobcats are reported from many areas. Shenandoah appears to: 
have a sizable bobcat population as does the Everglades. They are 
helpful in keeping down the smaller rodents. 

The otter is well represented in the Everglades and appears to be 
improving under the protection offered in the park. It is also present 
in Acadia and at George Washington Birthplace in Virginia. In the 
West, it is resident in Yellowstone, Grand Teton, Glacier, Crater Lake, 
Olympic, and Mount McKinley National Parks. However, it is one 
of the rarer animals. 

The fisher is reported only from Glacier, Lassen Voleanic, Mount 
Rainier, Rocky Mountain, and Yellowstone National Parks. The 
mink and weasel are somewhat more common and are well established 
in areas having suitable habitat. 

The wolverine is extremely rare and apparently this powerful mem- 
ber of the weasel family will soon disappear from the American fauna 
as represented in the national parks. The animal is rare in Grand 
Teton, Glacier, Sequoia and Kings Canyon, and Yosemite. Only in 
Mount McKinley National Park is it considered as common. 

Badgers are holding their own. There is a considerable increase 
at Mesa Verde, Big Bend, and Death Valley. In most areas, however, 
they are uncommon or rare as residents. 

Raccoons and ringtails are on the increase in a number of areas. 
Mammoth Cave reports 600 raccoons. Platt National Park and 
Pinnacles National Monument report more ringtails than in former 
years. They are common in a number of other areas. 

Beaver are to be found in the parks and monuments wherever 
favorable habitat exists. In most areas they are present to the limit 
of available food. Isle Royale census gives 3,000 as the population 
for that park, and 1,150 are residents in Glacier National Park. They 
are low in numbers at Grand Teton National Park, but with the 
addition of new lands, improving habitat, we may look forward to a 
considerable beaver activity in this area. State beaver hunting and 
trapping in the former Jackson Hole National Monument greatly 
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reduced the animals. Grand Teton possesses some of the finest 
beaver conditions in the country, and the area promises to some day 
return to its former glory, 1810 to 1830, when it was the objective of 
thousands of trappers. Beavers are found in reasonable numbers in 
Acadia, Rocky Mountain, Big Bend, Yellowstone, and Yosemite 
National Parks, and in a number of national monuments. Their 
activities are often a source of great annoyance to private landowners, 
flooding lands and roads. The impoundment of waters behind Davis 
Dam is ; gradually forcing the beaver to move from the banks along the 
Colorado River in the Lake Mead Recreational Area. 

Small mammals, including the woodchucks or marmots, squirrels, 
chipmunks, and cottontail rabbits are present in goodly numbers in 
most areas of the system. Automobiles take a gre: at toll of these and 
this vehicle may be considered as a predator exceeding our bobcats, 
coyotes, and foxes combined. 

Porcupines with their proclivity to girdle trees are a nuisance in 
some areas. At Mesa Verde the population is placed at 1,250 and they 
constitute areal threat to the pinon pine setting of many cliff dwellings. 
At Capulin Mountain there is danger of their destroying the few 
remaining yellow pine trees and control of their numbers has been 
authorized. They are also causing some damage at Black Canyon, 
Colorado, and Lava Beds National Monument. They are listed as 
abundant and common in many other areas. With few natural 
enemies, official control is often necessary. 

Jack rabbits appear to be on the increase in many southwestern 
areas. This follows the cycle of many of the other rodents and appar- 
ently is reflected by the natural increase reported in predators, such 
as coyotes, bobcats, and fox for they seem to fluctuate in numbers 
with the abundance of the smaller rodents. 

The prairie dog at one time numerous in the western plains and 
Rocky Mountains, is gradually being extinguished. Colonies are 
reported from only 12 park areas. At Wind Cave National Park there 
are a number of towns each of which is increasing in size. Some con- 
trol measures appear to be needed, but it will be directed toward 
confining the colonies to specific areas rather than extirpation of the 
town. Renowned in fact and fiction, the prairie dogs are a source of 
great visitor interest and it is planned to use one of the towns as an 
educational and interpretive exhibit. However, the coyote, the 
prairie dog, the Indian, and cowboy will soon be found only in museums 
or drug stores. In most areas, the problem is one of helping the species 
to survive. 

The Kaibab squirrel found only along the north rim of Grand 
Canyon is now very rare and only occasional observations are recorded. 
It is the opinion of the area supervisor that the low point of the 
population was reached in 1949, but there is no census or scientific 
data to support this position. There is some concern as to the status 
of the species. The other members of the Abert group, the tufted- 
eared squirrels, are holding their own on the south rim of Grand 
Canyon, at Mesa Verde, Bandelier, and other areas. A slight deciease 
of Aberts is reported from Walnut Canyon and Sunset Crater National 
Monuments. 

The bat flights at Carlsbad Caverns National Park is a major 
visitor attraction. Huge colonies leave the cave each evening just 
before sunset and often are in such numbers that they darken the 
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skies. The 1950 flights were spectacular and in numbers the bats 
appear to be recovering from the population decline of the past 
decade. Bats are found in most park areas but except at Carlsbad 
Caverns are considered offensive by visitors. Damage to prehistoric 
ruins and modern buildings often results when bats invade the 
structure and the natural control is supplemented by various means 
to force the bats to seek new quarters, 


BIRD LIFE 


Everglades National Park occupies a unique position biologically 
among the areas administered by the National Park Service. Project- 
ing southward, it takes on most of the characteristics of the Tropics 
and is an attraction for myriads of spectacular birds. Unprotected 
for many years during which poachers almost extirpated many species 
of wildlife, the area is now showing signs of becoming repopulated. 
The protection given by park statutes has been most beneficial, but 
now a new disturber appears. The many curious park visitors must 
be carefully controlled and guided to full enjoyment without upsetting 
the bird life. A watchful eye is kept on important rookeries, and 
where populations show declines, they are closed to public visitation. 
Wood ibis, American egrets, snowy egrets, anhingas, roseate spoon- 
bills, and other species nested normally during the past year. How- 
ever, the white ibis failed to nest at East River and is the subject of 
concern and study. 

The whistling swan population increase is again recorded at George 
Washington Birthplace National Monument. As many as 400 have 
been noted by observers. 

The trumpter swan count made in Yellowstone August 3 and 4, 1950, 
revealed a total population of 73 birds, 57 adults and 16 cygnets. 
This is virtually the same as the past few years. The trumpter swan 
is also recorded at Grand Teton National Park. 

Waterfowl and other shore and water birds are numerous in areas 
where proper conditions exist. The birds appear to respond to the 
protection offered in the parks and monuments and the migrants 
return each year. Yellowstone reports 400 geese and they are also 
common on the waters of Grand Teton National Park. Ducks are 
numerous in Yellowstone and are reported from eight other areas. 

The sand-hill cranes nested as usual in Yellowstone, where a dozen 
nesting pairs were observed. These cranes are also seen more often at 
Grand Teton and it is hoped that the protection now afforded the lands 
formerly in the Jackson Hole National Monument will result in more 
firmly establishing this species. The great blue heron is also present 
in te numbers. 

igeons and doves are common in the Everglades and 25 are re- 
ported at Mammoth Cave National Park. Mourning doves and band- 
tailed pigeons occurred in normal numbers in the Southwest areas. 

Wild turkey numbers appear to be increasing at Shenandoah, in the 
East. At Bandelier National Monument a flock of 130 birds found 
refuge and they are occasionally seen by visitors at Mesa Verde, 
Grand Canyon, Carlsbad Caverns, Saguaro, and Chiricahua, for- 
merly reported at Walnut Canyon, but are now thought to be extinct, 
due to the lack of water occasioned by the persistent drought. 





FEDERAL WILDLIFE CONSERVATION ACTIVITIES, 1950 15 


Sage hens have made a very good recovery at Grand Teton Na- 
tional Park, and are now well established there. Fifty birds are to 
be found at Black Canyon of the Gunnison National Monument where, 
if domestic sheep grazing were eliminated, a sizable population increase 
would result. The birds were also observed at Craters of the Moon 
in Idaho, but they are now rarely seen in Dinosaur National Monu- 
ment. 

Grouse are present in many areas with the dusky or sooty grouse 
the most common. Mesa Verde estimates the population there at 
about 500 and 100 at Black Canyon of the Gunnison. The ruffed 
zrouse is next in abundance and is a common bird in Shenandoah, 
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lacier, Grand Canyon, Bryce Canyon, and Zion, and also reported 
from Mount Rainier. The big spruce grouse is resident only in 
Mount McKinley National Park. Ptarmigan may be seen at Glacier, 
Mount Rainier, and Mount McKinley National Parks. These birds 
all seem to be holding their own. 

The various species of quail appear unchanged in their total num- 
bers in the Southwest. The gambel quail is increasing at Grand 
Canyon, Lake Mead, Zion, Montezuma Castle, and Tuzigoot, but 
decreasing at Saguaro and Organ Pipe Cactus. Scaled quail are 
present in substantial numbers at Carlsbad Caverns, Chaco Canyon, 
and Big Bend, with a first appearance reported at Aztec Ruins. The 
prolonged drouth in the Southwest tended to keep down the hatch- 
ings. 

REPTILES 


The American crocodile appears to be increasing in the Everglades 
and is responding to the protection now offered by national park 
status. Concern over raccoon predation on the crocodile nests is 
expressed and studies are being made to determine ways and means 
of protecting the eggs. 

The gila monster is passing from the American scene, and it is 
reported only from Tonto National Monument. This reptile along 
with poisonous snakes is gradually giving way before the human 
settlements. 

THE FISH RESOURCES 


The constant increasing number of visitors who arrive at the areas 
administered by the Service brings with it increasing fishing activities. 
The sport is constantly growing and as sport fishing declines in many 
streams throughout the country, a larger number of fishermen come 
to try their luck in the parks. 

A new set of regulations was drafted for Everglades National 
Park with the objective of placing the commercial fishing on a sus- 
tained yield basis and also provide greater opportunities for the 
sport fishermen. These regulations were formally reviewed at a 
public hearing November 16, 1950, and, with minor changes, are now 
considered ready for publication and application. Sport fishing pres- 
sure increases in this park as the roads improve and make more waters 
accessible. 

No fish planting was done in Shenandoah National Park during 
1950 as the Fish and Wildlife Service was conducting a stream survey 
for a future trout management program. Preliminary findings indi- 
cate that a majority of the streams maintain satisfactory populations 
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and reproduction appears to be limited by the food supply. In 
spite of no fish plantings in this area, satisfactory catches are reported 
by many. 

A creel census was conducted on one of the heavily fished streams 
in Great Smoky Mountains National Park. This revealed that 
fishing was fairly good, but about one-third of the 2,467 fishermen 
caught no fish. The successful anglers averaged 7.3 fish per person. 
Fish plantings of legal-size trout were continued in this park with 
11,250 rainbows and 4,250 brook trout. However, even this heavy 
planting and the natural reproduction does not keep up the streams 
satisfactorily. 

The intense angling pressure exerted on all waters in Yellowstone 
National Park since the end of World War II has materially reduced 
the stream populations. Regulations prohibiting the use of boats 
on park streams, limiting the daily catch to five fish, and restriction 
of lures on certain waters were all necessary in order to increase 
success to more anglers and conserve the fish resources. A total of 
3,324,940 eyed eggs, fry, and fingerlings were planted in park waters 
during the 1950 season, Special protective measures on graylings 
continued in effect. 

Fishing in Glacier National Park was classed as good. The planting 
program in accordance with recommendations of the Fish and Wildlife 
Service following studies by their aquatic biologists promises far 
more satisfactory results when compared to promiscuous plantings 
unsupported by adequate knowledge of stream conditions. 

Due to the extremely large visitor use of Rocky Mountain National 
Park and the small size of the streams, this park presents one of the 
most critical needs for aquatic surveys. There are many complaints 
but the solution is evidently not to be found by dumping more fish in 
the streams. Scientific aquatic investigations are needed and a pro- 
gram developed to provide the best possible natural fishing conditions 
consistent with the streams and their ability to support a maximum 
population. 

Streams and lakes in the lower levels of Grand Teton National 
Park are stocked each year through the assistance of the Fish and 
Wildlife Service and the Wyoming Game and Fish Commission. 
During 1950 a rather large planting of mackinaw trout was made in 
Jackson Lake. Fishing is rather spotty. Fortunately the Snake 
River is rather high during the heavy summer tourist season and only 
the more expert anglers have success at that time. This eases the 
pressure some on the fish resources on this, the main river through 
Jackson Hole and thus, a certain amount of natural tributary stocking 
takes place. However, an increasing number of anglers come to this 
park and studies are needed to maintain the fishing. The great in- 
crease of trash fish is the big problem and greatly decreases the food 
supply of the game fish. 

The fishery of Isle Royale remains unchanged. Transportation to 
the island is difficult to secure and the number of anglers has not in- 
creased in comparison to areas serviced by highways. There is good 
fishing off shore and in inland Jakes. 

Fishing is as popular in the Southwest as elsewhere but the oppor- 
tunities for participation differ. Bandelier, Black Canyon of the 
Gunnison, Grand Canyon, and Great Sand Dunes have some trout 
fishing but usually long, hard treks to the streams are necessary. 
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Most accessible is the trout fishing in the Colorado River below 
Hoover Dam in the Lake Mead recreational area. Conditions in these 
areas continue normal. Lake Mohave which is forming above Davis 
Dam will provide added fishing opportunities by next summer. Warm 
water fishing is to be had in Lake Mead for bass, sunfish, and blue- 
gills, and for channel and blue catfish at Big Bend National Park. 

Fish resources of areas in region 4 are in a confused state. Little is 
known for personnel is too inadequate that even fishermen’s creel 
censuses, considered the most elementary type of check, has been im- 
possible. At Mount Rainier, determined efforts to conduct such 
censuses have not been satisfactory as full time cannot be devoted to 
the fishery work. Fishing in this park is not what it should be. 
Some excellent fishing is reported at Lassen Volcanic National Park 
but Yosemite and Kings Canyon and Sequoia National Parks report 
depleted streams in the neighborhood of roads where thousands of 
fishermen crowd the streams. 

At Yosemite National Park hope is offered for a more progressive 
fish resource management program. A trained fish expert’s assign- 
ment to the problem has been made possible through funds donated 
by a private party. 

Fishery studies at Olympic have resulted in constructive changes 
for the protection of breeding stock under natural conditions. How- 
ever, more studies are needed for the development of a long-time- 
management program to assure better fishing. The Fish and Wildlife 
Service is assisting as much as it can within the limit of its funds and 
personnel. Steelhead fishing in the lower rivers of Olympic has 
remained excellent; however, the trout fishing higher up is only fair. 
In Lake Crescent the famed Beardsley trout has declined greatly. 
Some fingerlings of this species have been planted, but scientific 
studies of the reasons for the decline of these unique trout must be 
made before we can be sure that the proper management is being used. 

The enigma of fishing Crater Lake continues to puzzle laymen. 
For about 8 years, fishing declined in the lake to a point where few 
anglers ventured to make the climb down and back up the crater wall 
for a chance fish. In 1949 for some unexplained reason, fishing sud- 
denly improved enormously and continues to be good. Fish stocking 
was practiced at Crater Lake and costs were excessive with practic: ally 
no returns to the angler. Now, after stocking has been stopped, 
fishing becomes better than ever. 

Roosevelt Lake behind Coulee Dam continues to disappoint the 
angler. The location and size are there to make this immense reser- 
voir one of the outstanding game fishing waters in the world. In 
contrast, game fish are comparatively scarce with carp and other 
trash fish crowding out the desirable species. The Fish and Wildlife 
Service commenced a survey in 1949 upon which fish-management 
plans can be developed. Had the fishery biologists started their work 
when the Coulee Dam was first started, the fishing i in Roosevelt Lake 
could well have been one of the country’s finest recreational resources. 

The Service areas in Alaska, Mount McKinley National Park, 
Katmai, and Glacier Bay National Monument all need more personnel 
to protect the fish resources against the increasing angling pressure. 
The famous giant trout of Brooks Lake and River in Katmai are 
becoming progressively smaller, and we should know why. Sport 
fishing and poaching appear to be the primary causes, but biologic 
factors may also be present. 
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MAJOR RESTORATION PROBLEMS 


It takes a great variety of types of vegetation and a wide range of 

es of grass, shrubs, and trees for abundant wildlife. Neither the 
plant nor animal life can survive without water. Restoration of the 
natural water supply is the primary need for the resurgence of the 
plants and animals of the Everglades. Any sizable addition of fresh 
water by the Corps of Engineers to the north of the park may ma- 
terially reduce the salinity of the Everglades water and help restore 
primeval conditions. Control of fire is necessary to allow the vege- 
tation to recover its lushness. In this area the predation of man is a 
great threat to commercially valuable species. 

At Acadia National Park the browse which recovered rapidly after 
the big fire of 1947 is now so abundant and helpful to the deer that 
they are increasing rapidly. This increase is to be watched and 
studies instituted to keep the herd within the normal capacity of the 
winter range. 

Shenandoah National Park has the unusual problem of too many 
dogs. The park, long and narrow, is completely surrounded by 
private property and the privately owned dogs range at will. The 
take a considerable toll of animals and also keep them scattered, 
greatly retarding the normal recovery. 

The efforts to restore ruffed grouse in Mammoth Cave National 
Park have not been successful. A study of the habitat by a com- 
petent biologist is needed to determine if grouse can again reside in 
the park and the factors needing correction to assure a successful 
plant must be determined. 

Habitat improvement is also the most important problem in the 
north central and Rocky Mountain areas. There is the additional 
loss of necessary winter range, usually located outside the parks, 
which now forces migratory species to use higher ranges incapable 
of supporting the animals. 

The public demand for large herds of antelope, deer, and elk cannot 
be met unless adequate low-elevation winter range is provided. 

Sagebrush range deterioration in Yellowstone has dictated further 
reduction of the antelope herd instead of permitting it to increase. 
The bighorn sheep cannot be expected to reestablish itself to normal 
numbers in Grand Teton, Rocky Mountain, and other areas until 
domestic livestock is removed from its critical range. 

The restoration of native animals to the Theodore Roosevelt 
National Memorial Park is underway. However, the complete 
natural biotic picture can never be restored. The coyote and prairie 
dog were a part of the scene when Theodore Roosevelt occupied the 
ranch, but present neighbors and agricultural interests will not tolerate 
their restoration. 

Restoration of native species to Service areas in the Southwest at 
present must face the problem of water. The prolonged drought is 
not favorable to restoration projects. Unfavorable climate has con- 
tributed to the elimination of indigenous prairie dogs, muskrats, and 
beaver at Mesa Verde and to the failure of satisfactory reestablish- 
ment of the wild turkey and bighorn. The bighorn planting in Big 
Bend National Park cannot be undertaken until the quarantine 
against Mexican hoofed animals is lifted. Private land inholdings at 
Grand Canyon National Monument acted to defer the restoration of 
antelope to the Toroweep Valley. 
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Restoration of the original environment will permit wildlife to 
recover and perpetuate itself indefinitely. This is axiomatic in region 
4 as well as in other regions. However, the predatory and v and: listic 
activities of man are great problems in the Pacific coast areas. The 
most serious, poaching, is in Alaska which is beginning to wales from 
the exploitation of resources that depleted the continental United 
States in the early days. Poaching of fur-bearing animals, seals, and 
mountain goats, appear serious at Glacier Bay National Monument. 
At Katmai National Monument poaching is chronic and serious 
depletion of the wildlife and fish resources will be the result. Some 
arrests have been made by the patrols of the Fish and Wildlife Service, 
but sporadic visits will never effectively control the poacher. On 
Channel Island National Monument off the coast of southern Cali- 
fornia, long known for its unique aquatic and land animals, dead 
seals were found along the shores. Exploded cartridges and shell 
boxes scattered along the beach demonstrated that death had been 
at the hands of poachers. Sea lions and the elephant seals previously 
noted here as making slow recovery from near extinction, were not 
observed in 1950. The poachers also destroyed Government property 
and equipment. 

The one great problem of restoration applicable to most all areas of 
the national park system is the condition of the fishery resources. 
Lack of scientific knowledge is defeating management. For years 
millions upon millions of fish have been planted in our waters with 
constant decrease in the fish harvests. 

Severe overgrazing by domestic livestock deprives wildlife of natural 
forage in a number of areas. Trespass grazing is the problem at 
Black Canyon of the Gunnison and Joshua “Tree National Monument. 
. It is difficult to control due to the intermingling of public and private 
lands. In Yosemite, Sequoia, and Kings Canyon high mountain 
meadows are endangered through overuse by pack animals and 
individual cattlemen who overstock their permits. It is difficult to 
institute corrective measures upon the cause, so we try to remedy the 
situation by spending thousands of dollars of soil conservation funds 
to try and rehabilitate the environment. 


SOME TRENDS FOR PROTECTION AND MANAGEMENT OF WILDLIFE 


The presence of wildlife under natural conditions influences millions 
to seek healthy recreation and inspiration in the areas administered 
by the National Park Service. The areas also are reservoirs from which 
many animals migrate to nearby forest, State, and private lands, and 
they are sanctuaries providing protection to endangered species which 
would otherwise disappear from the American scene. This park 
wildlife is important to the well-being of the country. Every possible 
protection should be given to maintain normal populations and that 
the management of this resource, when necessary, be based on ade- 
quate scientific data. To this end the cooperation of the Fish and 
Wildlife Service and interested agencies of some of the States has 
been most helpful. However, these agencies are short of funds and 
personnel and only conditions of the most critical nature have received 
attention. The National Park Service needs are urgent to ade MUAY 
carry on the protection and management of its wildlife resources 

In the eastern areas of the Service from 10 to 12 rangers are needed 
to provide adequate patrol and protection. Qualified personnel are 
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needed for field studies in certain areas, as for instance, the deer 
population problem in Acadia National Park, fishery and creel census 
studies in Shenandoah and Great Smokies, the restoration of certain 
species of wildlife in Mammoth Cave National Park, and in the 
Everglades there is urgent need for data on water and rainfall and for 
effective control and prevention of fires. A biologist is needed in the 
region to coordinate, direct, and supervise the field programs. 

The management and protection problems in the north central and 
Rocky Mountain region can be met by providing trained investigators 
and by additional rangers to give the animals the protection required. 
There is a carefully worked out program for most areas, but only in 
Yellowstone is there a biologist to assist in the management and 
advise the administrators. At Yellowstone more rangers are needed 
for patrol, protection of the fishery resources, and control of the bears. 
A field biologist is urgently needed for Grand Teton National Park 
to make annual studies of the elk, moose, beaver, and the many other 
species who now with the addition of the former Jackson Hole lands, 
will have an opportunity to expand and repopulate normally. Rocky 
Mountain National Park is in need of a field technician to help solve 
the problem occasioned by encroaching human developments. At 
Wind Cave National Park several additional rangers are needed to 
control the poaching and senseless killings which nearly decimated 
the antelope herd. Aquatic specialists are needed in all these areas 
for better fishing management to perpetuate the angling so popular 
with our people. Glacier National Park, Theodore Roosevelt 
National Memorial Park, and Dinosaur National Monument are other 
areas in which additional park rangers are needed to aid in protection 
and restoration problems. 

The Southwest areas also are in need of additional park rangers for . 
patrol and restoration programs. Studies are needed in meeting the 
critical situations and a qualified biologist is needed in the region to 
supervise and direct the work in the field areas. The status of the 
Kaibab squirrel, the increase of deer in Zion Canyon, the feral burros, 
and the welfare of the bighorns and other species are dependent upon 
research and protection. Personnel are needed to help preserve the 
fauna of this Service and region. 

In the far West more rangers are needed to patrol the back country 
to deter poachers and owners of trespassing livestock. Resident 
rangers must be placed in the Channel Islands, Katmai, and Glacier 
Bay National Monuments to protect the existing wildlife and permit 
unmolested natural processes. It is much safer to preserve than to 
restore. Before World War II there were from four to six biologists 
available in this region and this has now been reduced to two. Ob- 
viously with more area, more problems and more visitor use, we lost 

round. The deteriorated iological conditions, as present in Hawaii 
National Park and Katmai National Monument, have averaged less 
than one study in 15 years and unfortunately after the studies, 
nothing can be accomplished to improve conditions as personnel are 
not available. 

The problem of maintaining fish populations is with us in all areas 
wherever there are streams or lakes capable of supporting fish. The 
Service does not have a single fish expert to advise or assist the many 
field areas in fish resource management. An aquatic biologist is 
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needed for this purpose in the Director’s office to coordinate and direct 
the programs to provide better fishing. 

Since World War II there has been no progress in securing the tech- 
nical personnel to carry out an effective wildlife-conservation program 
in the National Park System. The present small staff should be 
augmented by about 25 men; half of these shoud be primarily special- 
ists on mammals, birds, and fish, while the remainder should be rangers 
primarily assigned to wildlife protection and management duties. 
It should be understood, of course, that these positions could only be 
established and filled if funds are provided for this increase. 


Reaion 1 (Eastern States) 
THE LARGER MAMMALS 


The white-tail deer population of Mount Desert Island, including 
Acadia National Park, which reached its peak about 1940, suffered 
considerably during the period 1941-46 from illegal hunting. The 
great fire of 1947 destroyed much of the winter food supply, but the 
new growth in the burned area is now providing even better food than 
before. We may therefore expect that the deer population within 
the burned areas will increase rather rapidly. With limited person- 
nel and facilities available, a close watch is being given so that ap- 
propriate recommendations and action can be taken before serious 
overbrowsing may occur. The live-trapping program, which was 
carried on during the winters of 1946-47, through 1949-50, has been 
discontinued, since the results were not considered sufficient to 
justify the expense of carrying on the trapping program. Based on 
continued studies of browse conditions by park personnel, a careful 
analysis is being made of deer population trend, distribution, and 
food supply. These studies also include data concerning sex ratio 
of adult deer, fawn population, and general health of animals. 

The Virginia white-tail deer in the Great Smoky Mountains Na- 
tional Park continued to show a slight increase in number, but the 
animals are practically restricted to the western portion of the park. 
In Mammoth Cave National Park, reports indicate that the Virginia 
white-tail deer are making a decided increase in population. During 
the year 1950, four animals were received from the Ke ntucky 
Woodlands National Wildlife Refuge and released in the park. Deer 
are thinly distributed throughout about half of the Everglades 
National Park where added patrols by park rangers had _ beneficial 
influence on the population. 

White-tail deer are also found in varying numbers on some smaller 
areas where they commonly concentrate in larger numbers during 
hunting season. They are permanent residents at Morristown Na- 
tional Historical Park, sometimes totaling around 85 animals, and 
are a source of considerable visitor enjoyment. At Gettysburg Na- 
tional Military Park, the deer range is enhanced by nearly 2,000 
acres of posted privately owned land adjoining the eastern park 
boundary. Saratoga National Historical Park offers sanctuary for 
the white-tail, the number having increased each winter following 
the opening of hunting season outside the park. Thirty-one white- 
tail deer were released in Doughton Park, Blue Ridge Parkway, by 
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the North Carolina Wildlife Resources Commission as part of their 
wildlife restoration program. 

Year-around range of elk is available in Blue Ridge Parkway, 
where a small PADEDG DF the Commonwealth of Virginia was made 
some 25 years ago. The herd has increased to about 35 animals. 
Five calves were noted during the year and it is believed that there 
were others. The tendency of elk to shift summer and winter range 
is not pronounced here, because of the prevalence of ample winter 
nee supply. This is the only area in region 1 reporting the presence 
of elk. 

The population of black bears in Great Smoky Mountains National 
Park is estimated at about 200. A fair crop of acorns and a very 
good crop of most other wild foods were available to these animals 
in 1950. Their number should show an increase during 1951 and 
such a trend is expected to continue until the acorn crop fails or is 
appreciably reduced. The bear population in Great Smokies was 
considerably increased, of course, by the addition by transfer of 
more than 44,000 acres of TVA lands on November 15, 1949. Formerly 
an open season lasting for 24% months beginning in middle October 
was permitted in this area, and it was considered exceptionally good 
bear country. The black bear population in the southern section of 
Shenandoah National Park is increasing. 

Field observations throughout 1950 held the first available con- 
clusive evidence that manatees stay in Everglades National Park the 
year round and do not migrate north each summer. A total of 31 
observations of manatees were made throughout the year. An 
extensive report, which will appear in the Journal of Mammalogy in 
February of this year, has been prepared by the park biologist. It 
contains data which indicate that births of young manatees probably 
occur during all seasons of the year, but the preferred habitat is 
turbid, sluggish rivers and shallow, protected bays. Also, that the 
Everglades National Park provides the only protected waters of 
this character which are ample for a considerable herd. 

Records have established the fact that the bottlenose porpoise is 
present in waters of Everglades National Park during all months of 
the year. Observations during the month of November support a 
conservative estimate of 120 porpoises in park waters. 

Eight reports of cougars currently indicate that this species is 
present in Everglades National Park. 


THE SMALLER MAMMALS 


Beaver continued to use the streams of Mammoth Cave National 
Park, although their tendency to work upstream has undoubtedly 
taken a considerable number of them outside park boundaries. In 
Acadia National Park, where beaver were restocked about 1925, they 
have spread to all parts of the park. Five beaver were live-trapped 
during the last year for removal to new locations where they would 
not do damage to roads or other property. 

Otter, sometimes considered to be decreasing and endangered, is 
abundant in Everglades National Park and occasionally reported 
from other parks. 

A sizable bobcat population is present in Shenandoah and in 
Everglades National Parks. It is also reported in Great Smoky 
Mountains National Park. 
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Other small mammals, including the groundhog, squirrel, cottontail 
rabbit, and fur bearers appear to be present in about the same abun- 
dance as reported in recent years. 

The raccoon is especially abundant and conspicuous in the Ever- 
glades and Shenandoah National Parks. 


THE FISH RESOURCES 


No fish planting was done in Shenandoah National Park during 
1950 pending the outcome of a stream survey which was begun in 
April 1950 by the Fish and Wildlife Service to form the basis for a 
future trout-management policy. Although the survey is still incom- 
plete, preliminary findings indicate the majority of the streams are 
capable of maintaining a good native trout population through natural 
reproduction. Angler sportsmen have indicated approval of a fish- 
management policy based on scientific surveys. In spite of the fact 
that no trout were planted in park streams in 1950, many of the fisher- 
men contacted by rangers reported satisfactory fishing. 

In Mammoth Cave National Park, natural reproduction appears 
to be satisfactory and no artificial stocking has been done. In Great 
Smoky Mountains National Park, planting of legal-size fish obtained 
from the fish and wildlife hatchery was continued. A creel census, 
conducted on one of the heavily fished streams, revealed very good 
fishing results, averaging 7.3 fish per person for all those who caught 
fish. About one-third of the fishermen caught no fish. 

Vast areas for excellent commercial and sport fishing exist in Ever- 
glades National Park. The acquisition of additional lands for the 
park and the publicity preliminary to promulgation of fishing regula- 
tions have already had a most salutary effect in reducing the destruc- 
tive practices by commercial fishermen. It is hoped that the new 
regulations will do a great deal to insure fishing on a sustained-yield 
basis in park waters. 

REPTILES 


American crocodiles in Everglades National Park have been pro- 
tected to better advantage during the last 4 years and are holding 
their own, or probably increasing. The habitat of this animal is 
widely dispersed and protection is difficult because of relative isolation 
from most people other than poachers. The alligator is also showing 
an excellent increase where well protected. Elsewhere, it is severely 
reduced largely because of the price of the hides. No good information 
was obtained on this year’s hatch of sea turtles. Indications are that 
raccoon predation on their nests again accounted for a very high per- 
cent of the lay. 

BIRD LIFE 


In Everglades National Park a watchful eye is being kept on the 
important rookeries; East River, Cuthbert, Dildo, and the several 
roseate spoonbill rookeries. Much concern is felt over the failure of 
white ibis to nest at East River rookery in 1950. While wood ibis, 
American egrets, snowy egrets, anhingas, and cormorants nested 
normally at East River rookery in 1950, white ibis did formerly 
comprise about 50 percent of that rookery’s population, and no other 
considerable white ibis rookery is known to exist in the park. The 


rookery is to be closed to all visitation in 1951 other than periodical 
83603—51——3 
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inspections by the park biologist. _These rookeries otherwise all had 
a very satisfactory rearing season in 1950. Protection is a primary 
concern, and there is need for a larger ranger force to do the job. 
Situated as they are in isolated regions of the park and accessible 
only by water and air travel, protection is both difficult and necessary. 

Wild turkeys are reported in Mammoth Cave and Great Smoky 
Mountains National Parks. At the former area, 7 particularly suc- 
cessful plantings were achieved some time ago and during the past 
year 75 sight records were reported. 

Waterfowl may be found in George Washington Birthplace National 
Monument, Colonial National Historical Park, and Everglades 
National Park in large numbers throughout the winter migration. 
Only at the former is the swan found, and here it has increased in 
number each year for a decade, feeding in the Potomac River. Water- 
fowl commonly visit most parks with sizable streams or ponds for 
shorter intervals during their migration. 

Bald eagles also frequent the above-named parks, where they nest 
and feed upon rough fish and carrion. They are a source of mutual 
interest to layman and scientist. Osprey occupy much the same 
range as the bald eagle and appear to be present in about the same 
number yearly. 

Ruffed grouse showed a decline during the latter half of 1950 in 
Shenandoah National Park having reached the peak of a normal 11- 
year cycle in 1949. They are still numerous, however. Efforts to 
restock this bird in Mammoth Cave have not met with success. 


SOME NEEDS FOR PROTECTION AND MANAGEMENT OF WILDLIFE IN THE 
NATIONAL PARK SERVICE 


The greatest need under this heading is additional personnel for 
protection purposes. The conservation and management of the wild- 
life resources of the national parks and monuments is one of the pri- 
mary responsibilities of the Service. The passing years make the 
problems ever more difficult, and a qualified biologist is needed to 
coordinate the program in region 1 and also to make management 
studies in the field areas. 

Larger ranger forces are needed in practically all areas to provide 
adequate patrol and protection of wildlife resources. There is also 
need for qualified trained biologists to carry on field studies in certain 
areas such as the deer population in Acadia National Park and the 
stream surveys for the fish-management programs in Shenandoah and 
in Great Smokies. In the Everglades there is urgent need for more 
accurate data on water and rainfall conditions and the effective control 
and prevention of fires. 


Reoion 2 (NortH CENTRAL AND NorTHERN Rocky Mountain 
STATES) 


THE LARGER MAMMALS 


In Yellowstone National Park the antelope which were permitted to 
increase to 900 head in 1940 were reduced to about 400 in 1949-50. 
They now must be reduced further to about 200 head to prevent them 
from completely destroying the critical forage plants on their winter 
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range. Arrangements have been made in cooperation with the State 
of Montana to live trap antelope from Yellowstone and transplant 87 
of them to other Park Service areas. Theodore Roosevelt National 
Memorial Park will obtain 75 of these antelope as the first step of the 
wildlife restoration program of this park in the North Dakota Bad- 
lands. Twelve male antelope from the Yellowstone herd will be re- 
leased on the Wind Cave range. The decrease of the Wind Cave 
herd from 200 in 1946 to 70 this year is attributed mainly to poaching 
although some losses occurred during the blizzards of 1949 and 1950. 
The addition of 12 bucks to this herd was necessary as poaching ap- 
parently removed all but 1 old and 1 young buck. 

The populations of black bears in Yellowstone (360), Glacier (305), 
Grand Teton (60), and Rocky Mountain (30) Nationa] Parks remain 
about the same although there may be a slight increase in the latter 
park. Live trapping of troublesome or dangerous black bears and 
removing them to isolated areas is practiced in all these parks. In 
addition, 24 were destroyed at Yellowstone to protect persons and 
property or as humane measures. 

Grizzly bears appear to be holding their own. The reported 
decrease of 20 grizzlies in Yellowstone (180) may be offset by the 
slight increase at Glacier (115). An accurate census of grizzly bears 
would be most difficult to make since these bears remain, for the 
most part, in the more secluded parts of the parks. 

The status of the bighorns in Glacier, Grand Teton, and Yellow- 
stone National Parks is generally unsatisfactory. At Rocky Moun- 
tain, where 225 are reported, these animals appear to be holding their 
own; and there is some hope that by reducing the competition of 
deer and elk with bighorns for forage, significant increases may occur. 
At Yellowstone the decrease in the number of bighorns during the 
past 3 years is due largely to excessive competition with elk, as no 
disease epidemics have been found. The estimate of 170 bighorns 
this year is approximately half of the number of bighorns reported in 
the early 1940’s. A heavy winter loss of mountain sheep was noted 
in Glacier National Park last year which reduced the population to 
170, the same as reported for Yellowstone. Ten of these animals 
were known to have died at Many Glacier. The 1950 spring lamb 
crop at Glacier appeared normal and all mountain sheep observed in 
1950 seemed to be in good condition. A very small band of bighorns 
are believed to exist in the northern part of Grand Teton National 
Park. The lack of winter range in the park and the complete utiliza- 
tion by domestic sheep of potential winter ranges outside the park 
undoubtedly will prevent any increase or even the preservation of this 
remnant herd. 

Censuses indicate that about 1,300 bison inhabit Yellowstone 
National Park. Their numbers in Hayden Valley, Pelican Creek 
Valley, and in the lower Firehole River area appear to be excessive. 
In the latter area especially, some damage to the vegetative cover is 
occurring. The bison herd at Wind Cave National Park increased 
to 480 head in 1950. A few losses resulted last year from highway 
accidents. Restoration of the old bison range permitting greater 
forage production and lessened soil erosion is occurring by utilization 
of the range land added to Wind Cave in 1946. 

The cougar populations in parks of region 2, except Glacier National 
Park, are low or practically extirpated. Glacier estimates a perma- 
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nent Dopuiation of 20 cougars based on four sight records and tracks 
observed at widely separated points. All other Park Service areas 
in this region are either too small or do not contain enough winter 
range permanently to harbor these animals. A few cougars are 
reported to live in the deep canyons in Dinosaur National Monument 
where they help control the excess deer population. 

Except at Yellowstone, where the mule deer herd of 600 has de- 
creased by a half in the last decade, these animals are holding their 
own or increasing in the Park Service areas of this region. In Yellow- 
stone competition with elk for forage is the contributing factor for 
the decline. In most of the other areas administered by the National 
Park Service in region 2, mule deer have fully stocked the suitable 
ranges or are too abundant. At Dinosaur National Monument, the 
capacity of the winter range to support mule deer continues to de- 
crease despite a heavy winter kill 2 years ago and increasing hunter 
kill outside the park this year. A severe winter at Glacier resulted 
in above normal losses, but the numbers of mule deer are still above 
the normal and are too large for the food supply. A gradual decline 
in the mule deer population can be expected. An overpopulation of 
this species occurs in some parts of Grand Teton National Park. 
The addition of Jackson Hole lands to the park added a minor over- 
population problem. The closing to hunting of additional areas 
adjacent to Rocky Mountain National Park further increases the 
need for direct control of excess mule deer in that park. The removal 
of 100 or more of these deer each year will have to continue in order 
to improve the range and the health and vigor of the animals. The 
mule deer resident in Wind Cave National Park have been held in 
check by natural losses. No overpopulation problem is anticipated 
for 2 years. 

Elk continue to constitute the big wildlife problem in region 2 Park 
Service areas. This animal is hardy and adapts itself to a variety of 
conditions that would seldom be tolerated by other species. They 
have increased in number to a point where range vegetation and in 
some cases the soil itself have degenerated despite efforts of the Park 
Service to control populations. 

Yellowstone National Park is confronted with the most vexing prob- 
lem. There are at least twice as many elk (about 12,000) on the north- 
ern Yellowstone winter range as the vegetation can support without 
progressive deterioration and eventual destruction. Under ideal con- 
ditions heavy snows would drive the animals from the park onto State 
lands where hunter kill could keep the population in check. During 
the past two winters the weather has been mild, at least during the 
hunting season. Thus there were no conditions to force the animals 
to seek forage at lower elevations outside the park. Asa result, during 
the hunting season the normal increase in numbers has not been re- 
moved. The problem is past the critical stage with regard to range 
protection and unless prompt and positive action is taken, unfavorable 
spring weather will drastically accomplish the reduction by starvation. 

The critical situation in Yellowstone is recognized by most sports- 
men’s organizations, other Federal agencies, and the Montana Game 
and Fish Commission. It would be helpful if the latter agency could 
make the hunting season more flexible and extend it into the later 
winter months so that hunters could extend their operations over a 
longer period. The Park Service carries on a reduction program 
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within the park to the limit of resources and manpower available. 
First priority is given to shipping live elk to State, municipal, and 
private agencies. Second priority is given to shipping elk by truck 
and releasing them in open hunting territory. Third priority is given 
to killing elk within the park and giving the carcasses to needy Indians 
and to State agencies to supplement their school lunch programs. 
The first and third methods receive wide support, but account for 
only a fraction of the needed reduction. The second method, tried 
for the first time this year, has several commendable features, but is 
dependent upon cooperative support from private groups. Largely 
because of the costs involved, this has not been forthcoming in suff- 
cient amount to be effective. 

The park has four elk traps for the capture of live animals. These 
would be ample for normal operations. Here again, weather plays a 
deciding role. If the range is relatively free from snow, elk cannot 
be baited into the traps with hay since preferable forage is available 
outside. Enough elk have been lured into the traps to permit the 
filling of requests for live animals. 

In Glacier National Park heavy winters, in connection with extended 
hunting seasons and a salting program outside the park, have produced 
some relief. The slightly lower elk population estimate this year at 
this park may be due to a below normal calf crop last vear. 

In Rocky Mountain National Park the mild winter weather, the 
recently enlarged game refuge adjacent to the park, and the wide- 
spread posting of private lands against hunting, have combined to 
prevent the hunter harvest outside the park from keeping the elk 
population in check and thus eliminate abusing the range. The con- 
trol program within the park this year will remove the estimated 
herd increase of 85 elk. 

An unknown number of elk, possibly as many as 500, inhabit 
Grand Teton National Park except during the winter months. Sev- 
eral thousand elk of the Jackson Hole yas cross portions of the 
pee in their annual spring and fall migrations. In the past they 

ave spent very little time in the park because most of the grass has 
been consumed by domestic stock and because of their desire to cross 
uickly the aspen flats where they were subjected to heavy hunting. 

heir destination is the National Elk Refuge where they are a 
from hunters and are fed hay when the natural forage is exhausted 
or buried under snow. 

The estimated increase of 75 Rocky Mountain goats at Glacier 
National Park this year is about 50 percent of the increase that a 
herd of 775 of these animals would be expected to produce. Since 
this situation has existed for several years, it suggests that the critical 
park ranges are stocked to capacity with these goats. The increasing 
numbers adjacent to Glacier National Park would suggest also that 
there has been some movement of goats from the park. 

The decrease of a third in the estimated census of Yellowstone 
Park moose (400) has not been accounted for. The 1950 population 
of 150 moose in Glacier National Park appears to be about the carry- 
ing capacity of the winter range. Grand Teton National Park esti- 
mates a winter population of 250 moose which appears to be a larger 
number than the winter range will support. Serious overbrowsin 
in some sections of the park has already been found. Since many o 
these moose are outside the park during the hunting season, the 
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excess can be.controlled easily if State authorities permit hunters to 
harvest a sufficient number. 

Observations made in Isle Royale National Park this year indicate 
a decrease in the moose population. Broad objectives of the National 
Park Service conce the perplexing moose situation on Isle 
Royale are stated in the following policy: 

Isle Royale National Park is an island wilderness isolated from the mainland 
by approximately 13 miles of Lake Superior waters. Since the moose came of 
their own volition and have been subject to a minimum of human control and 
disturbance, a rare opportunity is presented to visitors to see the manifestations 
of natural processes. Ecologists, both amateur and professional, are afforded a 
natural laboratory wherein they may observe and record facts as to the oe 
and decline of populations, food habits, use of vegetation, and natural drift. 
basic purpose of a national park is to present the plant and animal life in as nearly 
a natural state as modern civilization permits, as opposed to an artificially managed 
relationship. Therefore, the policy of the National Park Service is to permit the 
moose population to complete the natural cycle without interference, and also to 
encourage research on the ecology of the Isle Royale moose. Thus, all pertinent 
information obtained will be available to the end that future management, if 
necessary, may be based on sound scientific data. 


THE SMALLER MAMMALS 


Small mammals of most species originally present in the Great 
Plains and Rocky Mountain region are fairly common to abundant 
in some of the parks or monuments in region 2. The scarcer animals 
are otter, fisher, and lynx. The black-footed ferret is a possibility only 
and the kit fox apparently is extirpated. The important fur-bearing 
mammals such as beaver, pine marten, mink, muskrat, weasel, skunk, 
and foxes are represented in numbers satisfactory for continued 
preservation in the foreseeable future. 

Fur-bearing animals which inhabited the portion of Grand Teton 
National Park formerly in Jackson Hole National Monument are now 
ee State licensed trappers previously operated there as the 

ational Park Service was restrained from exercising its protective 

wer when this area had monument status. Shortly after Public 
aw 787 was approved, the Wyoming Game and Fish Commissioner 
discontinued the issuance of trapping permits in the Grand Teton area. 

Only one park in region 2 is definitely known to contain wolves. 
Glacier National Park believes there are eight large black wolves in 
the park on the basis of four seen and tracks observed. No observa- 
tions or si of this animal were found in Yellowstone this year. 
Continued Hut sporadic reports during the last decade rather indicate 
there may still be a few wolves in the Yellowstone region. The pres- 
ence of a few of these animals in Yellowstone might assist in manage- 
ment of the elk herd since it appears elk move out of a territory when 
wolves move in. 

Persistent killing by sheepmen outside the boundaries continues to 
decrease the coyote population in Dinosaur National Monument. 
A scarcity of coyotes is noted in the eastern part of Glacier National 
Park and is attributed to similar causes. These animals are becoming 
scarce also in the West Lakes district of Glacier possibly because of 
an infestation of mange. The establishment of 1,080 poison stations 
around the south and west boundaries of this park within distances 
of one-fourth to 2 miles undoubtedly will drain many coyotes from 
the park. It appears that the placing of 1,080 stations around 
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Theodore Roosevelt National Memorial Park last winter practically 
extirpated coyotes from the south unit of the memorial park although 
the stations were 3 to 4 miles from the park boundary. Coyotes are 
abundant in Rocky Mountain National Park where they assist in 
control of the mule deer herd and they are common in Yellowstone 
National Park. A 5-year study, conducted by the Fish and Wildlife 
Service, and completed in 1950, demonstrated that substantial num- 
bers of coyotes migrated out of the park. Steps have been taken by 
the Fish and Wildlife Service to control these migrating coyotes by 
the establishment of 1,080 stations outside the park boundaries. 
The scarcity of snowshoe rabbits on Isle Royale may explain the 
decreasing numbers of coyotes on this island park. Although these 
predators are common in Wind Cave National Park, it is believed 
that the $10 State bounty on coyotes killed outside the park keeps 
their numbers under control in the park. There appears to be an 
increasing number of coyotes in Grand Teton National Park. It is 
to be expected that the coyote population would increase in this park 
as human occupation and agriculture are decreased. 

Bobeats are fairly common residents of most of the larger parks in 
region 2. They have been observed more frequently in parks having 
sizable populations of prairie dogs. A noticeable increase of bobcats 
has been reported on the plains in and east of Glacier National Park 
since the poisoning of coyotes has been practiced. 

An authenticated report of the presence of black-footed ferrets a few 
ere ago in prairie dog towns near Theodore Roosevelt National 
Memorial Park provides some hope that this rare animal may be a 
coinhabitant of the prairie dog towns in the memorial park and 
possibly also in Wind Cave National Park where there are extensive 
colonies of these rodents. 

Wherever suitable habitat exists in the larger parks and monuments 
in region 2, beavers are abundant. In most parks the streams and 
rivers are stocked to capacity. Grand Teton National Park is the 
exception; but now, with protection afforded these animals by the 
establishment of an enlarged park, it is expected the streams and lakes 
will soon become saturated with beavers. In many areas there is 
competition between beavers and browsing animals such as elk and 
deer for willows and young aspen and cottonwood trees. Areas such 
as Rocky Mountain National Park having many small, private land- 
owners within the park encounter difficulties because of the tree cutting 
and dam building habits of beaver. A comparable situation exists in 
Isle Royale National Park where beavers build dams beneath boat 
docks and otherwise make nuisances of themselves. Where applicable, 
State agencies cooperate with the National Park Service by live trap- 
ping beavers and transplanting them to distant streams. 

Badgers continue to increase in Dinosaur National Monument. 
The growing rodent population, especially whitetailed prairie dogs, is 
undoubtedly a contributing factor. Badgers have been recorded in 
all of the larger parks and to a lesser degree in the smaller monuments. 

Protection afforded all wildlife in Park Service areas applies also to 
the widely and persistently persecuted prairie dogs. Thriving colonies 
exist in Wind Cave National Park, Theodore Roosevelt National 
Memorial Park and Badlands and Devils Tower National Monu- 
ments. The value of this rodent to other wildlife species and to 
range fertility has never been evaluated. As a food supply for numer- 
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ous animals and birds, especially during the winter when other rodents 
are hibernating or are largely protected by a cover of snow, prairie 
dogs may be significantly important in sustaining populations of 
raptorial birds and carnivorous mammals. Prairie dogs certainly 
consume forage and thus compete with larger grazing wildlife, but 
only time will tell whether their other activities do not constitute a 
greater asset than harm to ranges which are set apart to present plant 
and animal life in as natural a condition as modern civilization per- 
mits. Certainly prairie dogs with a host of other small animals were 
the original cultivators of the plains. The earth excavated by the 
construction of their burrows and by other animals in digging them 
out, mixed, aerated, watered, and fertilized the soil. The oft-stated 

hrase that “prairie dogs occupied the best land’? may be, upon 

etter evaluation, restated that ‘prairie dogs made the best land.” 


BIRD LIFE 


The resident bird populations of the various parks apparently have 
experienced no important fluctuations. The 1950 trumpeter swan 
census in Yellowstone revealed a total of 73 birds, virtually no change 
from the 1949 population of 75 birds. About a dozen nesting pairs 
of sandhill cranes were observed in Yellowstone this year. Enlarge- 
ment of Grand Teton National Park added many nesting areas of 
sandhill cranes to the park, increased the number of these birds in the 
park many times, and will provide them protection from duck and 

eese hunters. There was a good increase in the numbers of e 

ens in Grand Teton National Park, and, as in past years, good broods 
of sage hens were raised last spring in and near ieeians National 
Monument, but hunting outside the park reduced them to insignificant 
numbers. Sharptail grouse are fairly abundant at Theodore Roose- 
velt National Memorial Park. The population cycle of this bird at 
Wind Cave is near the top and their numbers remain static. Ducks 
are numerous in several of the northern parks during the spring, 
summer, and fall months. During the winter when many of the 
waters freeze over, the duck populations in these areas are greatly 
reduced. In the 1950 national waterfowl census, 1,600 ducks of 
various species were reported as wintering in Yellowstone National 
Park. Broods of Canada geese were raised in Dinosaur National 
Monument and in Grand Teton National Park last year. Regulation 
of the discharge of waters from the Jackson Dam during the nesting 
season of geese on the Snake River appears to have increased the 
number of broods of geese raised on this river. The Yellowstone 
winter population of Canada geese was estimated to be 400 birds. 


THE FISH RESOURCES 


Intense angling pressure has been exerted on all readily accessible 
waters in the parks of region 2 for many years. During the past year 
fishing in Glacier National Park has improved and was classified as 

enerally good. Whether this is due to the efforts made to improve 
fishing or to natural causes is not known. The planting schedule 
submitted by biologists of the Fish and Wildlife Service for a few of 
the park waters was followed. The species of fish stocked were 
cutthroat, eastern brook, rainbow, and mackinaw trout. In Yellow- 
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stone National Park regulations prohibiting operation of boats on 
park streams, reduction of the daily catch limit of five fish, restriction 
of lures on certain waters, and the prohibition of night fishing have 
proved useful in conserving the fish resources. Yellowstone Lake, 
the most popular fishing water in the park, is estimated to have pro- 
duced more than 150,000 large black-spotted trout during the 1950 
season, but most of the readily accessible streams were less productive 
due to continued heavy fishing pressure. A total of 3,200,000 eyed 
°F , fry, and fingerling trout and 800,000 Montana grayling were 
planted in Yellowstone waters during the 1950 season. Due to the 
extremely heavy visitation (1,265,288 persons last travel season) to 
Rocky Mountain National Park, fishing was considered poor to fair 
last year. Because of the small size of most of the streams, and the 
high elevation of the lakes, the productive capacity of the waters in 
this park probably will never be able to furnish satisfactory anglin 

success for the large number of visitors. At Grand Teton Nationa 
Park fishing appears to be declining. No studies have been made to 
determine the causes of the decreased success. The evaluation is 
based upon increasing visitor complaints and the statements of 
fishing guides. No estimate of the number of fish taken each year 
ean be made, but it is known that several thousand anglers find 
enjoyment in fishing the park waters each season. The fish manage- 
ment program includes the planting of young trout, but without the 
benefit and guidance of research. 


MAJOR RESTORATION PROBLEMS 


Habitat improvement is the most important restoration problem 
in the region. Since the National Park Service is required by law to 
preserve its areas in a natural condition, the status of animals and 
plants is inseparably linked since the despoliation of the latter directly 
affects the former. A healthy range produces several times the 
amount of palatable forage for wildlife as does an abused range. A 
destructively abused range produces inferior and often noxious plants. 
It also permits the loss of fertile topsoil and enables gullying to take 
place. It will require prompt and positive action if the basic elements 
necessary for healthy plants and animals are to be retained. Manage- 
ment practices and controls which are independent of the unpredictable 
decimating factors, such as weather and hunting outside the parks, 
must be resorted to by the National Park Service when conditions 
require wildlife reductions to preserve both the animals and the range. 

Although hunting has increased significantly, other interrelated 
factors have prevented satisfactory harvesting of excess park wildlife. 
In some instances, hunting pressure adjacent to park boundaries 
prevents exodus of park wildlife to hunting territory. In another 
case, extension of areas closed to hunting by State law and by private 
landowners prevents greater hunter harvest of game animals when 
they drift out of the parks. In many instances, severe weather of 
sufficient intensity to force wildlife from the parks also hinders hunters 
from successful participation in wildlife reductions beyond the park 
boundaries. Grazing by domestic stock, both permittee and trespass, 
in several areas reduces the maximum utilization wildlife could make 
of the forage. Much of this grazing by domestic stock will have to 
be endured since the ownership of private lands within the parks and 
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commitments made when the areas were established prevent termi- 
nation of domestic grazing for many years. 

The dependence of the ‘National Park Service upon factors beyond 
its control for the reduction of park wildlife and the steadily increasing 
wildlife populations within the parks with their attendant range 
deterioration point to the necessity for greater direct control within 
the parks. Much of, and possibly all, the major park wildlife reduc- 
tions could be achieved outside the parks if the responsible State 
agencies were permitted freedom of action. Legislation which re- 
stricts these agencies from progressive game management is essentially 
responsible for some of the most critical wildlife management prob- 
lems in region 2. 

Yellowstone National Park is the only area in region 2 where ex- 
tensive investigations have been made on major restoration problems. 
Studies of plant succession, annual yield, and utilization of grasses 
on the northern range within the Yellowstone River drainage have 
been continued. Utilization of herbaceous forage on late winter 
range in 1950 was again so great that further deterioration of plant 
cover and soil may result. The forage crop of 1949 was very short, 
so with great demand heavy use occurred as was expected. Since 
elk took more than 90 percent of the forage in critical areas last winter, 
it is apparent that a marked reduction of that animal is necessary. 

A special study was made of sagebrush in the Yellowstone drainage. 
It was concluded that recent decline of this shrub in the lower section 
has been due mainly to antelope. If sagebrush is to be preserved in 
this lower area, the antelope herd must be appreciably reduced. Cur- 
rent removal operations will reduce the herd by about 240 animals. 

The wildlife and range studies at Yellowstone and the management 
programs resulting therefrom demonstrate the value of biological 
investigations in areas where critical problems exist. 

The bighorn sheep populations at Yellowstone, Glacier, and Rocky 
Mountain National Parks are appreciably lower than existed a decade 
ago and, excepting possibly the latter park, they continue to decrease. 
It is believed that the lack of adequate winter range and the competi- 
tion for food on the critical foraging areas is directly responsible for 
the decline in the numbers of bighorns. If this is the case, there is 
little that can be done in these national parks for mountain sheep until 
the excess elk and deer populations are removed. 

Plans for the introduction of Rocky Mountain bighorns in Theodore 
Roosevelt National Memorial Park to replace the extinct Audubon 
bighorn are progressing. ‘Through the cooperation of the State resto- 
ration divisions of North Dakota and Colorado, the Park Service has 
been assured of receiving a few bighorns for restocking the Badlands 
in the memorial park. Stocking of these animals in comparable 
terrain in Montana has produced excellent reproduction and survival. 
It is hoped the plan in the Little Missouri Badlands will result in a 
similar increase so that a reserve supply of bighorns will be available 
to replenish the bands in parks if disease should decimate these bands 
below their abilities to recuperate. 

The first phase of restoration of the original fauna to that portion 
of the Badlands of North Dakota in Theodore Roosevelt National 
Memorial Park will be effected early in 1951 by the release of 75 
Yellowstone antelope on the plateaus in the memorial park. Other 
phases of the restoration program await the construction of a fence 
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on the exterior park boundaries. The interest and excellent coopera- 
tion of the North Dakota State Game and Fish Department assures 
the eventual success of this restoration project. 

The fencing project at Wind Cave National Park, which should be 
completed in 1951, will make available an additional fenced range for 
the buffalo herd. The old range will be rested to give the grassland 
vegetation an opportunity to be restored and reinvigorated while favor- 
able climatic conditions prevail. Fence construction is being pro- 

amed so as to exclude from Wind Cave National Park a large num- 

er of elk and deer. These animals will then become a part of the 
Custer State Park herds. 


PROTECTION AND MANAGEMENT NEEDS 


The urgent wildlife protection and management needs in region 2 
can be met only by providing trained investigators to determine the 
constantly changing status of various species of wildlife, by obtaining 
management recommendations based on research, and by furnishing 
sufficient rangers to give the animals the protection the law requires 
the National Park Service to provide. 

In only one area, Yellowstone, is there a biologist whose primary 
duties permit undivided attention to wildlife matters. 

A biologist is urgently needed for Grand Teton National Park. 
With the passage of Public Law 787 it became mandatory for the 
National Park Service to make annual studies of the elk herd in that 
area so that sound management recommendations can be presented as 

rescribed by law. The enlargement of Grand Teton as accomplished 
y Public Law 787 has increased the area from about 97,000 to 200,000 
acres. As yet there has been no increase in the staff which had been 
hard put to carry on the management and protection of the smaller 
area. Essential biological studies in the park to be effective will 
require year-round attention of a resident technician. 
he management of the elk within Grand Teton National Park will 
be a cooperative program involving the Wyoming Game and Fish 
Commission and the National Park Service. The program to con- 
serve the Jackson Hole elk herd will also consider the interests of the 
Forest Service and the Fish and Wildlife Service. There are probably 
few if any elk which can be classed as permanent residents in this 
— A relatively small number, in comparison to the larger Jackson 
{ole elk herd, remain in the park in the spring, summer, and fall. 
The main part of the Jackson Hole elk herd in its annual migration to 
and from summer and winter ranges does not cross the park. All these 
elk winter on or near the National Elk Refuge where hay is fed 
when natural forage is exhausted or when storms make it unavailable. 
Reduction of grazing of domestic stock on park lands and the retiring 
of lands devoted to the production of annual cereal crops on farms 
purchased and being purchased by Mr. Rockefeller will provide con- 
siderable fall and early spring forage for elk. The National Park 
Service will continue to furnish from Federal lands about 1,000 
tons of hay at approximately half the open market value for feeding 
the Jackson Hole elk herd during the critical winter months. As 
conditions permit, more farms will be converted to permanent grass 
production and grazing of domestic stock decreased. It is expected 
that the decline of this adverse use of park lands will significantly 
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benefit. the wildlife, appreciably reduce the cost of feeding elk now 
borne by the State of Wyoming, and the Fish and Wildlife Service, and 
possibly permit some restoration of the excessively utilized winter 
7 on lands administered by the United States Forest Service. 

e Wyoming Game and Fish Department and the National Park 
Service have instigated studies to determine whether controlled reduc- 
tions in Grand Teton National Park will be necessary in 1951 to 
insure the permanent conservation of elk within the park as required 
by Public oe 787. 

Rocky Mountain National Park with complex wildlife problems is 
without the services of anyone specially trained in biology or wildlife 
management. It would be to the advantage of the animals in this 
park to have a permanent technician in this area to observe wildlife 
population and trends, study range and forage conditions, and recom- 
mend management measures. in, these studies must be made 
throughout the year and not confined to the summer months. 

Previously in this report, the drastic reduction of the antelope herd 
at Wind Cave National Park is mentioned and attributed largely to 
poaching or senseless killings. This pernicious practice cannot be 
controlled without sufficient rangers to patrol the roads. Poaching is 
done mostly at night and is impossible to control with the present 
force of two rangers who must handle this work in addition to other 
duties, since two major and two minor roads cross the area. One 
additional ranger is strongly recommended. It will also be necessary 
to have an additional patrol car equipped with a mobile radio unit 
to minimize poaching in Wind Cave. 

Fishing is a major attraction for the steadily increasing number of 
vacationists who visit the parks and monuments each year. In 

eneral, angling success in these areas is —_ to fair and the trend is 
Sefinitely ownward, especially in easily accessible waters. With 
few exceptions, the potential capacities of the streams and lakes in 
areas of the N ational Park Service in region 2 to produce fish appear 
to be greatly below the amount the several million park visitors would 
like. It may be necessary for the National Park Service to attempt 
by regulation to spread the natural production of fish over as large a 
segment of the park visitors as possible. This could be done by 
drastically reducing the creel limit, the number of days fish can be 
caught during the season, and the types of lures used. It is, however, 
evident that such measures would not meet with the approval of 
park visitors and would require a much larger protection force in the 
areas to enforce regulations. 

On the other hand, better fishery management undoubtedly would 
provide better angling, but there are reasons for believing that resort- 
ing to all advanced fishery practices which are in harmony with the 
fundamental concepts and policies of the National Park Service would 
still fall far short of supplying the demand. Studies by trained 
biologists of the fishery resources and potentials of streams and lakes 
in region 2 areas have not been commensurate with the increase of 
this recreational activity. The fishing stocking programs of most of 
the parks have not kept pace with the recommendations of recent 
research. This is no reflection on park personnel who handle this 
important phase of wildlife management as incidental to their primary 
duties. Without adequate personnel and facilities, however, to even 
determine whether the existing practices are increasing or decreasing 
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the supply of fish or to equitably regulate the taking of fish, the 
N ational Park Service cannot be severely criticized for not making 
the most of its fishery resources. Fishery investigations must be 
made, if even fair fishing success is to be maintained and to determine 
whether the existing practices are beneficial, harmful, or ineffective. 
The release of millions of small fish in park waters without investiga- 
tions to determine how many of them, if any, eventually are caught 
by fishermen appears to be unsound. Extensive studies and experi- 
ments by competent biologists would demonstrate whether improved 
methods of fishery management could produce better angling. It is 
probable, as previously mentioned, that the best management practices 
cannot provide the numbers and size of fish anglers would like to 
catch while on vacation in the parks. The stocking of legal-sized fish 
as is practiced by several States to provide satisfactory fishing in 
State waters of intensive use would fail to answer this perplexing 
problem in the parks. With the tremendous park visitation,which 
certainly would be greatly augmented if park waters were stocked with 
large fish, the supply could never meet the demand even if adequate 
funds were available. 

The fishing success of anglers in the parks in region 2 will continue 
to decrease, as may also the fish resources, unless sound management 
is practiced and regulations are enforced. These measures call for 
evaluation of existing practices and programs by competent fisher 
biologists and for compliance with laws designed to permit each 
angler a fair share of the fish. In order that a start may be made to 
secure the information needed to improve or modify present practices, 
a fisheries biologist should be employed to investigate lakes and 
streams in region 2. 

The major need for Yellowstone National Park is for equipment 
of various categories. In order to give proper supervision over 
fishing in Yellowstone Lake, the purchase of several fast patrol boats 
is necessary. The lake, covering 139 square miles, has a shore line 
of about 100 miles. Fishermen may, and many do, go to the remote 
inlets to fish. Some flagrantly violate regulations knowing they are 
immune to detection since their boats have greater speed than present 
patrol boats. Also, sudden storms arise which endanger small fishing 
craft and rescues must be organized on short notice. 

The present staff of protection personnel is adequate to provide 
minimum essential protection for park wildlife. Additional quarters 
are urgently needed, particularly for seasonal personnel, to enable 
the assignment of park rangers as required by intensity of public use 
and fishing pressure. A large patrol boat is urgently needed for 
Yellowstone Lake to protect human life and to enable rangers to 
reach the more remote parts of the lake where fishing regulations are 
most commonly violated and other violations often are committed. 
In addition, one large and fast motorboat is needed for Yellowstone 
Lake, three smaller motorboats are needed for Yellowstone Lake, 
and three are needed for the other large lakes. Effective enforcement, 
reasonable safeguards for visitors, and prompt action on forest fires 
in the vicinity of the large lakes require that suitable watercraft be 
constantly available. No additional water equipment has been pro- 
vided during the past year, so that the present status of protection 


services on the lakes is completely unsatisfactory due to lack of 
urgently needed boats. 
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ey hree large elk traps, located at Lamar, Crystal Creek, and Black- 
tail Deer Creek, have been built during the past year in connection 
with the management plan for removing surplus elk. Only those elk 
which migrtae through or spend the winter in the general vicinity of 
a trap may be taken at any single trap location. it is necessary, in 
order to reduce the northern Yellowstone herd of elk to a desirable 
level, that new elk traps be built near Mammoth, the north entrance, 
Stevens Creek, and pom Tower Falls. 

Four trailer-type bear traps are more than 15 years of age and are 
no longer safe for use on park roads. Persistently troublesome bears 
must be trapped in developed areas and removed to remote parts of 
the park to prevent depredations by these animals. Replacement of 
the trailer traps should be given early consideration. 

There is still a need for at least five enclosures in which plant 
reactions to protection can be studied. Plots of about 5-acre size 
would be of considerable aid in evaluating status of the range resource. 


REGION 3 (SOUTHWESTERN STATES) 


Although the southwestern United States is not generally considered 
as a region where conditions are suited to the development of large 
populations of spectacular native wild animals, it is in reality a rather 
prolific producer of wildlife. Body size or the proportions of a flock 
or herd of wild creatures, although impressive, are not the only 
criteria of the value of a natural resource such as wildlife. As 
scientists have learned of the significant place wildlife holds in main- 
taining a biological balance in nature, and conservationists have 
developed in the American public an appreciation of native animals 
in their natural habitat and surroundings, some heretofore unnoticed 
or unknown qualities and characteristics of wild creatures have 
captured the attention and interest of many people. 

One of the most spectacularly beautiful flowers of the Southwest 
is the yucca, of which there are many species, including the Joshua 
tree of the southern California and Nevada deserts. But without the 
small night-flying Pronuiba moth which, alone, transports the vital 
pollen to render fertile the seeds of the yucca, this important plant 
would long since have disappeared. Activities of individual small 
birds, although interesting to the observer, may appear aimless and 
without significance, but when the migration habits of a species are 
studied, it is determined that the mass movements of these same small 
birds may be a vital factor in the control of insects which attack certain 
agricultural crops or other vegetation. It has been suggested that the 
huge bat colony which inhabits Carlsbad Caverns and creates the 
spectacular bat-flight display each summer evening may be of con- 
siderable value to agriculturalists in nearby areas, and that the 
antithesis, a short supply of insects, may force the bats to go else- 
where for food, thus reducing the population of the colony and the 
magnitude of the flight display. Thus there are many intricate and 
often hidden relationships in nature which are not only of great 
importance to the welfare of mankind, but also form fascinating sub- 
jects for observation and study. Watching large wild animals in 
their native habitat is a thrilling pastime, and following through on 
the involved relationships of some of the smaller creatures forms a 
stimulating project long to be remembered. 
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Popular thinking classifies much of the Southwest as arid desert 
relatively deficient in vegetation and animal life. Both premises are 
erroneous. Due to the topography, great differences in altitude, 
exposure, slope, and other factors, climatic variations have been 
produced and several major vegetation belts with corresponding plant 
communities furnish habitats for a surprising number of wildlife 
associations. True, a major portion of the area, bec ause of deficient 
and uncertain precipitation, is classed as ‘“‘desert.’’ The deserts of the 
Southwest are by no means devoid of plant and tte life but, on the 
contrary, have a rather large and unique animal population. ‘Just as 
desert vegetation is made up of species which have become adapted to 
thrive under the rigid environmental conditions characteristic of 
desert areas, so the animals inhabiting the desert are those specie 
which have ‘developed adaptations to climate, food, and cover con- 
ditions of the desert. Not only, then, is there a wide variation of 
animal life present throughout the Southwest, but due to large areas 
of desert or semidesert country, the forms of animal life there are in 
many cases quite different from those found elsewhere in the country, 
and hence are of particular interest to science and well worthy of 
preservation and study. 

The development in the Southwest of industry, whether agricultural, 
grazing, or manufacturing, has had a terrific impact on the original 
plant and animal life. Much of this change has been directly due to 
actual destruction of plants and animal life by fire and the plow, and 
by the trap, and rifle, and poison. Throughout the Southwest, 
greater change has taken place indirectly, but nonetheless effectively. 
Grazing, particularly overgrazing, of range lands has greatly altered 
the vegetative cover, and the competition of cattle with native her- 
bivores together with the change in the food and cover plants has 
been a major factor in depleting certain species of wildlife and en- 
couraging others. Importation of such prolific plants as Saltcedar 
(Tamarix gallica) and of such adaptable animals as the Chinese 
pheasant and the Asiatic donkey has already played an important 
part in the modification of the plant and animal life and population 
of the Southwest. 

AJthough there are undoubtedly many persons who feel that the 
Chinese pheasant is, per se, a valuable addition to American avifauna, 
and that the Asiatic ass has an esthetic appeal as well as an economic 
value which make it a welcome immigrant, few people realize that 
these sturdy imports actually threaten the existence of certain forms 
of native wildlife with which they compete for a progressively decreas- 
ing area of suitable habitat. One of the critical wildlife problems in 
the Southwest is the rapid spread of wild burros into the domain of the 
native desert bighorn. Against this aggression the bighorn has no 
defense and today is in serious danger of gradual decrease and eventual 
extermination unless man, in time, steps into the picture to halt the 
feral aggressor. 

Among the conservation agencies and organizations which are at- 
tempting to stem the tide of ‘interference with native wildlife species 
by providing sanctuaries where adequate areas of suitable habitat re- 
main sufficiently free from the many destructive influences of man to 
enable these species to thrive, is the National Park Service. Not only 
does the Service, as directed by the act of Congress which created 
it, “© * * * conserve the scenery and the natural and historic 
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objects and the wildlife therein * * *,” but when suitable situa- 
tions develop, the Service makes such efforts as it can to restore pre- 
Columbian species and populations to areas under its control from 
which these species have been extirpated. 

Beginning in 1944, restoration of natural conditions has been 
continued in Big Bend National Park, Tex., and the success of this 
venture is amply evidenced in terms of native plant and animal 
rehabilitation. Forage grasses such as blue, black, and side-oats 
gramma, several of the bluestems, ee tabosa grass, chino 
grass, muhly grass, sprangletop, and tanglehead have made a remark- 
able and hele unexpected comeback and, following exceptionally 
favorable moisture conditions during the summer of 1950, the entire 
aspect of the vegetation, einahaen at the. middle elevations sur- 
rounding the Chisos Mountains, has improved immeasurably. Flocks 
of scaled quail are numerous, peccaries (wild hogs), a curiosity in the 
early 1940’s, are frequently seen by park visitors and are becoming 
commonplace to park personnel, deer (both desert mule deer and the 
Arizona white-tail) have expanded their ranges in the park and are 
in excellent condition, and the pronghorn (antelope) which were 
exterminated in the Big Bend area two decades ago, have been re- 
established and are thriving. Studies made by Dr. Olaus Murie in 
March 1950, relative to possible range for Mexican bighorn sheep, 
indicate that food and water are adequate and that this magnificent 
ungulate may be expected to thrive in the park as soon as the details 
of establishing a band of 30 of the animals can be worked out. Im- 
provement of the vegetative cover has served to stabilize soil and 
retard runoff; and springs, seeps, and other natural water sources, 
so essential to the maintenance of wildlife, show signs of new life. 

Perhaps the most important of all natural conditions affecting wild- 
life in the Southwest is precipitation. Since all animals, directly or 
indirectly, rely upon plants for food, and since both quantity and 
quality of forage depends upon an adequate supply of moisture, the 
amount of seasonal precipitation is reflected quickly and spectacularly 
in growth and profusion of native plants. Animal life, in turn, re- 
sponds sooner or later to the abundance or scarcity of plant food. 
Throughout much of the Southwest, with a few exceptions, 1950 was 
a year of drought. This is exemplified in the December 1950 report 
from Petrified Forest National Monument which records a total of 
only 3.85 inches of precipitation for the entire year, an amount which 
is 5.55 inches below the normal precipitation of 9.4 inches. The 
status of wildlife in areas of the Southwest administered by the Na- 
tional Park Service has been influenced by this drought, in some areas 
much more than in others. Also there may be other factors, not ap- 

arent, which have caused certain fluctuations in animal populations. 

owever, reports from field areas indicate no radical changes, except 
in one or two specific cases, from the status of animal life during 1949 
as reported in the consolidated wildlife report for region 3 submitted 
approximately a year ago. 


THE LARGER MAMMALS 


In comparison with the heavy population of bears in the forested 
areas of the northern and eastern portions of the United States, the 
Southwest cannot be considered as ‘‘bear country.’”” However, where 
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habitat is suitable, American black bears are by no means uncommon. 
Among Service-administered areas in region 3, Canyon de Chelly 
National Monument has, perhaps, the largest number. In the past 
these animals have enneiall some damage to the peach crops of the 
Navajo Indians, and have killed some Indian sheep. One sheep was 
reported killed in 1950. Bandelier reports an increase in the bear 
population, and a female with two cubs was observed. Bears are 
reported as transients at Saguaro, Great Sand Dunes, and Arches, 
Grand Canyon, Carlsbad Caverns, Colorado National Monument, 
and at Mesa Verde. They are fairly common in the region surround- 
ing Timpanogos Cave and often wander onto the monument. Al- 
though none has been seen in Big Bend National Park by park per- 
sonnel, one was reported by visitors in the basin section of the Chisos 
Mountains, and it appears certain that there are a small number in 
that area. Because of its close proximity to the Fronteresia Moun- 
tains of northern Mexico, known to contain many forms of wildlife, 
it is quite possible for bears and other mammals and birds to enter 
Big Bend National Park from this biological reservoir to the south. 

Although bighorn sheep usually considered as animals of the snowy 
crags and alpine meadows of the high mountain ranges, they also are 
found in the dry but nonetheless rugged mountains of the desert. 
Report from Organ Pipe Cactus National Monument record numerous 
observations of rams, ewes, yearlings, and lambs; all apparently in 
good condition. Several were seen near Bright Angel Lodge on the 
south rim at Grand Canyon National Park, and there is evidence 
that they are present in normal numbers in Grand Canyon National 
Monument. It is probable that bighorn from the Guadalupe Moun- 
tains wander into the west side of Carlsbad Caverns National Park, 
and there are several bands in Lake Mead National Recreational 
Area. There, prolific wild burros encroaching on their range are 
the source of concern, and the rising waters of Lake Mohave have 
already destroyed some of their river bank habitat. Bighorn rees- 
tablished in Mesa Verde National Park have become stabilized, and 
observations made during 1950 indicate that they are increasing and 
widening their range in that area. In contrast, no indications were 
found of the few which were present a few years ago in Zion National 
Park and Capitol Reef National Monument. It appears that these 
remnants of former bands were unable to withstand the pressure of 
encroaching civilization and are now extinct in these areas. Studies 
made in Big Bend National Park by Dr. Olaus Murie in March 1950 
indicate that there is adequate suitable habitat for bighorn in that 
park and plans are being made, in cooperation with the Boone and 
Crockett Gtub, for reestablishing Mexican bighorn in Big Bend as 
soon as the embargo is lifted on importation of hoofed animals from 
Mexico. 

Next to the coyote, the bobcat appears to be the most common 
and the most widely and evenly distributed throughout the South- 
west of the larger predators. It is reported as common at 20 units 
of the southwestern national monuments and at Grand Canyon 
National Park, Big Bend, Timpanogos Cave, and Colorado National 
Monument. One is occasionally seen at Zion, rarely at Grand Canyon 
National Monument. The animals are plentiful at Petrified Forest, 
with a static bobcat population at Bryce and Lake Mead. During 
1950, the number of bobcats increased in Mesa Verde but was on the 
downgrade at Carlsbad Caverns. 

83603—51——4 
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Noted for its wide-ranging habits, and rarely allowing itself to be 
seen, the cougar or mountain lion appears to be maintaining a static 
population throughout the Southwest although it is under constant 
attack by stockmen, sportsmen and predator-control hunters, and 
trappers. Apparently there has been little change in the number of 
these large predators that range through Saguaro, Organ Pipe Cactus, 
Chiricahua, Bandelier, Great Sand oe Grand rem Timpa- 
nogos Cave, Capitol Reef, and Colorado National Monuments. It 
is reported as rare at Carlsbad Caverns, Lake Mead, Zion, and Cedar 
Breaks, but increasing in Mesa Verde National Park. The few which 
frequent Bryce Canyon are believed to have been reduced somewhat 
by sper hunting in the areas immediately surrounding that national 
park. 

Park personnel from both Big Bend National Park and Saguaro 
National Monument report a sight record during 1950 of a jaguar 
or Mexican tiger. 

Only two Service-administered units in region 3 report bison or 
American buffalo; Platt National Park and Colorado National Monu- 
ment. Although bison are native to the Platt area, the requirements 
of the animals and the small area of the park make it necessary to keep 
them in a semidomestic state, with the number kept around a normal 
of eight animals. Screw worms plagued the bison at Platt during 
1950. At Colorado National Monument, the herd of 20 bison range 
in an area only partially suited to their environmental needs, under 
fence. Attraction of the orchards and irrigated fields of the adjoining 
farmlands offer irresistible temptation to the big animals, which cause 
park personnel no end of trouble by breaking out of their pasture and 
raiding the crops of Grand Valley farmers. 

Possibly due to predator control activities throughout the South- 
west and the wider use by stockmen and predator control agencies of 
the highly effective poison 1080, coyote populations appear to be gen- 
erally on the down grade. Although protected in the national parks 
and monuments, coyotes range over considerable territory and where 
1080 is used within 3 or 4 miles of a park or monument boundary, the 
effects are noted in a decrease of park animals. Slight increases in 
coyote numbers are reported from Bryce, Big Bend, and Petrified 
Forest. Coyotes are common in Lake Mead national recreational 
area, in the vicinity of Platt National Park, and at five of the south- 
western national monuments. Mesa Verde reports no noticeable 
change in numbers during the past 2 years. At the majority of the 
southwestern national monuments, and at Carlsbad Caverns, Tim- 
panogos Cave, Capitol Reef, Cedar Breaks, Grand Canyon National 
Monument and Colorado National Monument, coyotes were rarely 
seen or heard during 1950. 

Both mule deer and Arizona white-tails are reported in substantial 
numbers from all Service-administered areas having suitable habitats. 
Slight decreases were reported from only Organ Pipe Cactus and 
Colorado National Monuments. At Big Bend, the white-tails are 
recovering from the serious but undiagnosed epidemic which reduced 
their numnbers in 1948. As the vegetation at Big Bend recovers 
from many years of heavy grazing and browsing by domestic livestock, 
mule deer are thriving and expanding their range. At Grand Canyon 
National Monument, an encouraging increase in deer population was 
noted during 1950 following soil and moisture conservation work. 
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At both Bandelier and Timpanogos Cave there were slight increases, 
and at Mesa Verde there was a heavy fawn crop pointing to an increase 
in the resident herd there. No change in the population or condition 
of deer was reported from Carlsbad Caverns, Bryce, Lake Mead, 
Cedar Breaks, and Capitol Reef. In Zion National Park, although 
arrangements have been made for expanding the hunting take in 
adjoining open territory, the increase trend of the last sev eral years 
continued and reduction of 50 animals was recommended. Steady 
increase of the deer population on the north rim of Grand Canyon 
continued during 1950 with a browse-line apparent in some sections. 
On the south rim of Grand Canyon, panhandling deer continued to 
be a nuisance as well as a traffic hazard and 11 of the worst offenders 
were live-trapped and transported to another section of the park 
about 40 miles distant. 

Elk were frequently seen in the canyons of Colorado National 
Monument, and about 10 head of the Jemez elk herd are estimated as 
ranging in Bandelier. Elk were reported in the Guadalupe area of 
Carlsbad Caverns National Park, and are considered as occasional in 
both Mesa Verde National Park and Zion National Monument. 

Wild hogs, peccary, appear to be thriving in all Service- 
administered areas where there are suitable environmental conditions. 
Both park personnel and visitors report seeing them at Big Bend, and 
the superintendent of Organ Pipe Cactus National Monument 
estimates that there are as many as 1,000 of the animals within the 
boundaries of that area. They are frequently seen in Saguaro Na- 
tional Monument, and are reported at Tonto and Chiricabua. 

The severe drought which has centered in the Petrified Forest area of 
northeastern Arizona has forced the pronghorn antelope found in that 
vicinity to scatter somewhat in search of water, but it is believed that 
there has been no loss, although some of the animals seen were in poor 
flesh. At Big Bend National Park, the plants made in 1947-48 have 
become stabilined and have broken up into several bands which are in 
excellent condition and have become well established. They are often 
seen by park personnel and are becoming an attraction for park 
visitors. A few pronghorn occasionally wander into Grand Canyon 
National Park (south rim) and Wupatki National Monument, but 
aside from Petrified Forest and Big Bend, Organ Pipe Cactus is the 
only Service-administered area in the Southwest which reports a 
resident population. It is estimated that 10 animals range almost 
entirely within the monument. 

Only one wolf was recorded within region 3 during 1950, that 
individual being reported from the Walls Well area in Organ Pipe 
Cactus National Monument. Hated by stockmen and feared by 
almost everyone, wolves have been so persistently hunted and trapped 
in the Southwest that they are considered as exterminated. Occa- 
sionally an individual wanders into the region from Mexico. 


THE SMALLER MAMMALS 


Last year badgers were reported as being on the increase through- 
out much of the Southwest, and that trend seems to be continuing. 
The animals are reported as common at Lake Mead, Mesa Verde, 
Canyon de Chelly, Navajo, and Organ Pipe Cactus, while more nu- 
merous at Petrified Forest and Big Bend. They are fairly common 
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at a number of the Southwestern National Monuments and at Bryce 
Canyon, and are reported as rare at Grand Canyon and Carlsbad 
Caverns. In previous years, badgers have been reported annually 
at Casa Grande National Monument, but no sign of any was noted 
during 1950. It is assumed that they have finally been eliminated 
from the area by bands of roaming dogs and other appurtenances of a 
civilization which has completely surrounded the small monument 
with land under intensive cultivation. 

Although bats are probably present in varying numbers at all of 
the national parks a monuments in the entire Southwest, they are 
of sufficient interest or importance to be reported from only a few. 
Colonies at Big Bend and Bandelier apparently demonstrated no 
changes of reportable significance during 1950. The huge colony 
which inhabits the bat cave portion of é risbad Caverns expanded 
somewhat from the record low of 1948 and 1949, and during the latter 
part of the summer produced spectacular flights. The bat population 
of the ancient ruin at Casa Grande National Monument increased 
considerably over the low of 1949, but is still smaller than in years 
previous. The large numbers in the past, moving within the cracks 
and crevices of the mud structure, constituted a menace to the building 
itself and by their odor were a nuisance to visitors. Their decline 
in numbers both at Carlsbad Caverns and at Casa Grande has been 
attributed to the widespread use in nearby agricultural areas of DDT 
with a heavy destruction of insects and consequent depletion of the 
bats’ food supply. Bats were formerly a problem at Tumacacori 
National Monument where they damaged the paint and plaster on 
the walls of the ancient mission building. During 1950 all windows 
and doors of the mission were screened, these measures effectively 
stopping the use of the building by the bats. 

Beaver activities, at about the same level as during 1949, were 
reported during 1950 from Great Sand Dunes, Bandelier, Montezuma 
Castle, and the Bright Angel Creek area of Grand Canyon National 
Park. Signs of intensified activity along the Rio Grande in Big Bend 
National Park indicate a considerable increase in beavers there. 
Decrease in beaver population is reported from both Lake Mead 
national recreational area, and Mesa Verde National Park. Comple- 
tion of Davis Dam and the flooding, by the rising waters of Lake 
Mohave, of the entire stretch of beaver habitat along the channel of 
the Colorado River to the base of Hoover Dam, has destroyed or 
greatly reduced the numbers of this large rodent. Construction of a 
dam on the Mancos River, above Mesa Verde National Park, has 
caused the Mancos to go dry and forced all of the beaver which 
formerly inhabited its banks within Mesa Verde National Park to 
seek suitable stream conditions elsewhere. Thus, construction of 
two dams has practically exterminated beavers within two major 
Service-administered areas in the Southwest. 

Tiny rock rabbits, previously reported from Cedar Breaks National 
Monument, were not seen during 1950. However, it is only a short 
distance from the monument to the talus slopes of Brian Head where 
coneys are fairly abundant, and it is quite possible that, when favor- 
able conditions return, the coneys will reestablish themselves in the 
monument. 

In general, cottontail populations seem to be on the upswing 
throughout much of the Southwest. These rabbits were reported as 
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common or increasing at Grand Canyon, Mesa Verde, Carlsbad 
Caverns, Platt, Petrified Forest, Colorado National Monument, 
Arches, Montezuma Castle, and Tuzigoot. Decreased populations 
were noted at Tumacacori, Hot Springs, Timpanogos Cave, Pipe 
Spring, and Capitol Reef. This decrease, at Hot Springs, and Capitol 
Reef, is credited to the activities of small boys, cats, dogs, and other 
appurtenances of civilization in nearby centers. At El Morro 

ational Monument, N. Mex., many rabbit carcasses were found, and 
the State health department was called in to investigate. Tularemia 
was given as the cause of death. 

No sight records were made of coati-mundi, a little-known animal, 
in Service-administered areas during 1950, but it has previously been 
seen in Organ Pipe Cactus, Saguaro, and Chiricahua National iaean- 
ments and there is no reason to believe that it has given up its habit 
of coming across the international boundary to visit areas of suitable 
environment in southern Arizona. 

The population of gray foxes appears to be fairly stable throughout 
the Southwest with little change manifest from last year. The 
animals are reported as fairly common at several of the southwestern 
national monuments, on the south rim of Grand Canyon, and at 
Grand Canyon National Monument. They are considered common 
at Big Bend, Lake Mead, Colorado National Monument, and Cedar 
Breaks; on the increase at Platt and Carlsbad Caverns; and uncommon 
at Zion and Bryce. Bandelier gives an estimate of 15 red foxes in- 
habiting the monument. 

Several kit foxes were seen at Big Bend and since they were pre- 
viously unrecorded there, a considerable increase is thereby indicated. 
They are reported as common at Lake Mead, Chaco Canyon, and 
oe Pipe Cactus, and rare at Casa Grande. 

early all areas in the Southwest report the presence of jack 
rabbits, but this year they are nowhere as numerous as cottontails. 
Increases in population are reported at Petrified Forest and Mesa 
Verde. They are common at Platt, Lake Mead, and Grand Canyon, 
but uncommon at Carlsbad Caverns. 

The muskrats are reported as established at Aztec Ruins and Monte- 
zuma Castle, occasionally seen in some of the tributaries to Lake 
Mead, rare at Zion, increasing at Platt, and driven out of Mesa Verde 
by the drying up of the Taian River through an impoundment 
upstream. 

Lechugilla gophers are reported as numerous at Carlsbad Caverns. 
Although unreported, they are probably common also in Big Bend 
where suitable environment is widespread. Kangaroo rats and other 
small rodents, some of which are nocturnal and rarely seen, are wide- 
spread throughout the Southwest but are not considered of reportable 
significance by personnel in the field. 

Because of the unsightly damage which procupines inflict on trees, 
they are usually the center of a controversy between persons who 
advocate their destruction and those who feel that they are an inte- 
gral and probably important part of nature’s plan. Generally speak- 
ing, they appear to be on the increase over the Southwest as a whole. 
This is particularly true at Capulin Mountain, Bryce, Mesa Verde, 
Black Canyon of the Gunnison, Colorado National Monument, Chiri- 
cahua, Arches, Canyon de Chelly, and Navajo where they are damag- 
ing trees to a noticeable extent. Special control measures have been 
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requested at Capulin Mountain where their activities are a menace to 
the relatively few ponderosa pmes on the monument. Porcupines are 
common, but are not reported doing damage, at Petrified Forest, Zion, 
Timpanogos Cave, Cedar Breaks, and Carlsbad Caverns. They are 
reported as uncommon or decreasing in numbers at Montezuma Castle, 
Bandelier, Grand Canyon, and Lake Mead. A recent report from 
Mesa Verde National Park states: 

An unusually large amount of damage to oaks has resulted from porcupine 
feeding. It is unusual for these animals to include much oak in their diet, and 
possibly weather conditions may be a factor in this choice, since pinyon trees, 


usually utilized during the winter months, are probably low in starch and sugar 
content. 


Gradually giving ground to large-scale control programs and the 
dominance of King Plow in grazing and agricultural communities, 
prairie dogs still seem to be holding their own under Service protec- 
tion in several areas of the Southwest. Slight increases in population 
are reported at Bryce and Petrified Forest, with no change reported 
at Grand Canyon, Colorado National Monument, Chaco Canyon, or 
Canyon de Chelly. There was a population decline during 1950 at 
Great Sand Dunes, and the one town at Mesa Verde that has been 
declining for several years appears now to be entirely uninhabited. 

Chipmunks, so underfoot at many areas as to be considered un- 
reportworthy, are common at Bryce and Capitol Reef, increasing at 
Timpanogos-Cave and decreasing at Pipe Spring. 

Possums are found in the Southwest only in the extreme eastern 
pores hence are reported as common at Platt and occasional at 

ot Springs National Park. 

A rather marked decrease in marmots at Mesa Verde has no appar- 
ent explanation. There has been no change in the status of these 
relatives of the ground hog at Bryce, Cedar Breaks, and Black Canyon 
of the Gunnison where they are reported as common. 

The only area in the Southwest reporting martens is Timpanogos 
Cave where these interesting little predators are occasionally seen. 
ee are reported as seen occasionally at Mesa Verde and also at 

latt. 

Platt and Carlsbad Caverns report raccoons as frequently seen. 
Since they are largely nocturnal in habit, raccoons are probably more 
numerous than generally considered. ‘They are classed as rare at 
Saguaro, Chiricahua, Lake Mead, Big Bend, and Grand Canyon 
National Monument. Bandelier estimates a population of 10 on the 
monument. The ringtail, a relative of the raccoon, and, like it, 
nocturnal in habit, is reported as common at Bandelier, Chiricahua, 
Canyon de Chelly, Carlsbad Caverns, Lake Mead, and Mesa Verde. 
It is classed as rare at Petrified Forest and Grand Canyon National 
Monument. Increases in ringtail populations are reported at Big 
Bend and Colorado National Monument. Individuals are occasion- 
ally seen on the south rim at Grand Canyon, and at Organ Pipe 
Cactus, Casa Grande, Arches, and Saguaro. 

Twelve of the southwestern national monuments report skunks, and 
these animals are probably present at other monuments as they are 
widespread throughout the costhamaes under a considerable range of 
environmental conditions. They are reported as common at Bandelier, 
Aztec Ruins, Chiricahua, Canyon de Chelly, Carlsbad Caverns, and 
in the vicinity of Platt. They are uncommon at Grand Canyon, 
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increasing at Mesa Verde, decreasing at Zion, and rare at Capitol 
Reef and Colorado National Monument. Ten animals are reported 
from Tumacacori National Monument, a 10-acre area, which places 
them almost in the “abundant” class. Chiricahua National Monu- 
ment reports the presence of the comparatively rare hog-nosed skunk. 

Abert squirrels are holding their own on the south rim of Grand 
Canyon, are definitely increasing at Mesa Verde, common at Bandelier 
and are decreasing slightly at Walnut Canyon and Sunset Crater. 

Found only in the forested areas immediately north of the Grand 
Canyon, the Kaibab squirrel is one of the rare species whose survival 
may rest upon meticulous protection. During the last few years 
there has been a gradual decline in population of this interesting 
tufted-eared squirrel, with indications in 1949 that the low had been 
reached with indications of an upswing. However, few individuals 
were observed during the summer of 1950 and there is considerable 
concern as to the status of the species. A report from Grand Canyon 
National Park covering 1950 states, ‘Few are to be seen compared with 
the numbers a few years ago.” 

Numerous species of ground squirrels are found throughout the 
Southwest, ranging from the Arizona round-tailed of the desert to the 
mantled ground squirrels at timber line. By lumping them all under 
the one heading, any pattern of population trend that might be 
apparent if each species were considered separately has been lost. 
In toto, ground squirrels probably represent the most numerous form 
of small mammal life to be found throughout the Southwest. They 
are reported common at Grand Canyon (both park and monument), 
Bryce, Petrified Forest, Timpanogos Cave, Big Bend, and at Colorado 
National Monument. ‘ At Tumacacori, Tonto, Chaco Canyon, and 
Aztec Ruins, where they burrow in the foundations of priceless historic 
or prehistoric ruins, they constitute a real danger to the valuable 
remains which the National Park Service is set up to protect and 
preserve. Bubonic plague has been found in fleas parasitizing rodents 
in a number of locations in the Southwest, so that these rodents 
constitute an indirect menace to humans throughout this area. 

Tree squirrels are reported common at Platt and decreasing at Hot 
Springs National Park. Flying squirrels are reported as occasional at 
Platt and Timpanogos Cave, and decreasing at Pipe Spring. 

The Chickaree or spruce squirrel is common at higher elevations 
throughout the Southwest, so is found on the North Rim of Grand 
Canyon, at Bryce, Cedar Breaks, Timpanogos Cave, and other areas 
in which spruces form a considerable part of the forest cover. Most 
fieldmen consider them too commonplace to report. 

Rock squirrels were reported common at Grand Canyon National 
Monument, and at Carlsbad Caverns, where they are frequently 
observed by visitors among the rocks at the cavern entrance. They 
are common, although not reported, at Big Bend, Zion, Chiricahua, 
and the majority of areas of the middle elevations. 

The snowshoe rabbit is reported only from Timpanogos Cave, 
where it is considered common. It probably occurs also at Bryce 
and Cedar Breaks. 

Weasels are reported only from Petrified Forest, where they are 


classed as rare, and Mesa Verde, where they were on the increase 
during 1950. 
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Pack rats or wood rats are widely distributed throughout the West 
but are not considered reportable by the majority of field men. Petri- 
fied Forest reports them numerous in that area. Because of the fact 
that ‘‘kissing bugs,” which occasionally attack human beings causi 
discomfort and sometimes illness and fever, are parasitic on cand 
rats, and because wood-rat nests are the sources from which “kissing 
bugs” fan out to invade human habitations, a knowledge of the 
presence of wood rats and the location of wood-rat nests may be of 
considerable significance. 

REPTILES 


Poisonous snakes——The various species of rattlesnakes and the 
Sonoran coral snake are the only poisonous snakes occurring in the 
Southwest, west of Texas. Rattlesnakes are doubtless present in a 
majority of the areas. Gran Quivira apparently has the greatest 
concentration of rattlesnakes. ‘This monument is located in a lime- 
stone area which offers excellent places for these snakes to den up 
during the winter. Great concentrations of these dangerous reptiles 
are present in the area in the spring and fall when they leave and 
enter their places of hibernation. Luckily, however, there have been 
no cases of rattlesnake bite at this area. 

Nonpoisonous snakes.—This group makes up by far the major por- 
tion of the reptile population of the Soutivonah. Very few of the areas 
mentioned this group of snakes in their reports, possibly because they 
are not as spectacular as rattlers and also they are not too frequently 
seen. Casa Grande has a good population of “red racers,’”’ and these 
snakes are often seen in he tle where they pray upon bats that 
roost in the cracks and crevices in the walls. 

The Gila monster is but one of many lizards to be found in the 
Southwest, but it is perhaps the most interesting. Tonto is the only 
area that reports sight records of this poisonous lizard. Gila monsters 
were once seen frequently at Casa Grande but not in recent years, 
and it is assumed that they are no longer present there. Because 
this area is surrounded by cultivated and irrigated land, it is doubtful 
that this interesting reptile will ever be a part of the native fauna of 
this area again. Gila monsters also occur at Organ Pipe Cactus and 
Saguaro. 

BIRD LIFE 


In submitting wildlife reports, few of the areas include mention of 
birds. This is partly due to the lack of qualified bird observers among 
park and monument personnel, and partly because birds are more or 
less taken for granted and are not recognized to be as important as 
the mammals, particularly the larger ones. 

Both the western mourning dove and the western white-winged 
dove are found in the Southwest, the latter across the southern portion 
only. Organ Pipe Cactus National Monument reports doves as 
common but estimates a 25 percent decline in population during 1950. 
Grand Canyon National Park reports western mourning doves as 
numerous. 

Restricted to the mountainous or high-plateau areas, band-tailed 
pigeons are reported as occasional at Mesa Verde, on the increase in 

ig Bend, and uncommon at Great Sand Dunes and Saguaro. There 
appears to be little change in population at Chiricahua, where for the 
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first time on record a few remained throughout the winter. A flock of 
40 of these birds was observed on the south rim at Grand Canyon. 

Limited in its recorded range in the United States to the Chisos 
Mountains of Big Bend National Park, where it nests, the Colima 
warbler is reported on the increase in that area. 

Although bald eagles are quite rare in the Southwest, there being 
one record from Lake Mead in 1950, golden eagles appear to be holding 
their own regardless of the inroads made in their numbers by the 
popular sport of shooting these big birds from airplanes. They are 
reported as increasing slightly at Big Bend, Aztec Ruins, and Mesa 
Verde; rare at Petrified Forest; and occasional at Timpanogos Cave 
and Cedar Breaks. They are often seen above the crater at Capulin 
Mountain, and it is believed that they nest on the monument or in the 
immediate locality. In previous years a pair nested in the vicinity 
of the Citadel Ruin at Wupatki National Monument, but this year’s 
report included no mention of that nest. 

Both the American and white-necked ravens are found in the South- 
west. Ravens nest in Bandelier and undoubtedly in other Service- 
administered units, although none was reported in 1950. These 
large black birds are common at Cedar Breaks, and are often seen by 
visitors to the south rim of Grand Canyon and at Lake Mead. 

Grouse are reported as common on the north rim of Grand Canyon 
and at Zion National Park. Reports from Mesa Verde and Tim- 
peers Cave indicate that 1950 saw an increase of these interesting 

irds at both of those areas. 

Among the steadily decreasing birds of the West is the sage grouse, 
which, fortunately, finds haven in some of the Service-administered 
areas. A number of large flocks were seen in Bryce Canyon and 
vicinity during 1950, and observers believe that they are on the in- 
crease in that locality. Although fairly numerous in areas imme- 
diately adjacent to Lehman Caves National Monument, none was 
reported as seen on the monument. Suitable habitat for sage grouse 
is prevalent in Grand Canyon National Monument and vicinity, but 
the birds are not known to be present in that locality. 

Hawks and owls of various species are common throughout the 
Southwest at all elevations. Owls are reported as on the increase at 
Petrified Forest and at Big Bend, Carlsbad Caverns, and Lake Mead. 

Wild turkeys are among the thrilling sights occasionally seen by 
visitors to some of the national parks and monuments of the South- 
west. They are reported as occasional at Grand Canyon and Mesa 
Verde; rare at Carlsbad Caverns, Saguaro, and Chiricahua, and 
becoming almost common at Bandelier, where a population of 130 of 
the big birds is estimated as present on the monument. In former 
years, wild turkeys were reported from Walnut Canyon, but lack of 
water during the drought year of 1950 is probably one factor respon- 
sible for the lack of turkeys in that area. 

Gambel quail are reported making a good comeback at Grand 
Canyon National Monument following the high mortality during the 
severe winters of 1947 and 1948. They are abundant at Lake Mead 
and fairly common in Zion, and holding their own at Tumacacori and 
Chiricahua. Gambel quail are increasing at Montezuma Castle and 
Tuzigoot, but are reported as on the down grade at Saguaro and 
Organ Pipe Cactus, possibly due to the unusually dry conditions. 
Scaled quail are reported for the first time at Aztec Ruins, with a 
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substantial population at Carlsbad Caverns and Chaco Canyon and 
a very noticeable increase in the number and size of flocks at Big 
Bend. Bobwhites are reported as increasing at Platt, but on the 
down grade at Hot Springs. 

The large-winged scavengers, vultures, are common throughout the 
Southwest during the summer months. During 1950 they were re- 
ported as rare at Petrified Forest, but attracting visitor attention at 
Carlsbad Caverns, where approximately 100 congregate along the 
edges of cliffs lining the Walnut Canyon entrance road. Since other 
areas do not report vultures, it may be assumed that there was no 
radical change in population. 

Although waterfowl of various species are found at national parks 
and monuments of the Southwest where there is permanent water, 
these birds cannot be considered at any area except Lake Mead. 

The rise of Lake Mohave has had a marked effect upon the local 
bird life, especially among the water birds. This is naturally to be 
expected, as it happened in similar fashion when Lake Mead was 
formed. . Bird life in general is slowly changing as environmental con- 
ditions in the region near the two es change. 


FISH RESOURCES 


Only Big Bend, Grand Canyon, Bandelier, Black Canyon of the 
Gunnison, Great Sand Dunes, and Lake Mead have fish resources 
worthy of mention in a report of this nature. Trout at Grand Can- 
yon, Black Canyon, Bandelier, and Great Sand Dunes are of interest 
to visitors, particularly fishermen. The waters of the Rio Grande 
contain channel and blue catfish which attract fishermen from west 
Texas towns. However, since no mention was made of fish in reports 
submitted covering wildlife populations during 1950, it may be as- 
sumed that there are no changes in the numbers of fish at any of the 
areas listed. 

At Lake Mead, sport fishing is a major interest, and the fish popu- 
lation of Lake Mead and of the Colorado River below Hoover Dam, 
now being impounded to form Lake Mohave, is well worthy of report. 
The report covering fish resources at Lake Mead National Recrea- 
tional Area follows: 


Lake Mead fish and fishing 


Large-mouth black bass continue to be the principal game fish in 
Lake Mead, although crappie and catfish are common and the object 
of some fishing expeditions. No accurate record is available for any 
year showing the number of fish caught, but the consensus of opinion 
among local residents who have been fishing for 10 or more years is 
that fishing is not as good as it was about 12 years ago. 

There are many conjectures as to why this might be, but no fisheries 
biologist has made an investigation to give us scientific facts to estab- 
lish any definite evidence. It is very probable that the amount of 
available food has decreased. It is certain that the number of anglers 
has increased. 

Expert fishermen can nearly always catch some bass on Lake Mead, 
but the inexpert often come back with small catches. 

The season still remains open the year round, and no planting of 
fry has been attempted for over 10 years. Fishing seems to hold up 
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about the same for the past several years with days of good catches 
and days of poor catches. 

Carps are very plentiful in the lake, cursed by some as a menace 
to bass; praised by others because of the small carp eaten by bass. 
Their exact status and worth have not been determined by detailed 
studies. Only a few people angle especially for carp. 

Channel cat are more often taken near the head of Lake Mead but 
are found in most of the coves, and by some are preferred to bass. 

Other fish found in Lake Mead include the boney-tail carp, blue gill, 
sunfish, an occasional trout, and possibly humpback suckers. 

There is no doubt but fishing in Lake Mead is one of the big attrac- 
tions in this area. 


Lake Mohave fish and fishing 


The new lake above Davis Dam is fast filling with impounded water 
which is already within about 10 miles of Hoover Dam. By early 
summer, Lake Mohave is expected to be full or nearly so. 

So far, trout fishing continues to be good near Eldorado Canyon, 
where lake conditions exist; i. e., current is negligible. No one 
knows what the ultimate effect will be upon the trout as the waters 
of Lake Mohave spread wider and wider and presumably warm up 
under the hot summer desert sun. 

Trout are planted in great numbers below Hoover Dam and this 
practice will most likely continue. Carp and bass can be expected to 
increase at least in the lower sections of Lake Mohave. 

A fisheries biologist furnished by the State of Nevada has been 
doing research below Hoover Dam for several months. Upon his 
recommendation the Colorado River for 3 miles below Hoover Dam 
is closed to fishing from January 1 to April 1. Some evidence exists 
that trout are using this for natural spawning. 

The water area in Lake Mead and Lake Mohave is so large and the 
resources involved so great that the services of a Federal fisheries 
biologist are sorely needed. The public regards Lake Mead National 
Recreational Area as a Federal reserve and holds the Federal Govern 
ment responsible for the results achieved here. It seems that we 
should not ignore our responsibility if we are to maintain public 
confidence in our efforts. 

Rough fish found in Lake Mohave are carp, humpback suckers, 
boney-tail carp, and a rare Colorado River minnow. A few bass and 
blue-gill are known to be present. 


MAJOR RESTORATION PROBLEMS 


Restoration of native species of wildlife to Service-administered 
areas from which they have been eliminated is a long-range Service 
objective. It does not present, in the majority of cases, a problem as 
immediate or critical as that of preventing the extermination from 
park or monument areas of certain threatened species. For example, 
the Service has been unable to prevent the elimination, during 1949 
and 1950, of prairie dogs, muskrats, and beaver from Mesa Verde 
National Park, and the extermination of badgers and Gila monsters 
on Casa Grande National Monument. 

Restoration of Mexican bighorn to Big Bend National Park and 
pronghorn antelope to Grand Canyon National Monument are two 
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proposals currently before the Service. In the case of bighorn, ideal 
conditions for their reestablishment exist in the park, but the only 
certain source of animals for making the plant is in Mexico. Until 
all ere of bringing hoof-and-mouth disease into the United 
States from Mexico is eliminated and the embargo on the importation 
of hoofed animals is lifted, that proposal must be held in abeyance. 
Lack of adequate water sources and the presence of several sections 
of private inholdings are the factors holding up reestablishing prong- 
horn in Grand Canyon National Monument. 


NEEDS FOR PROTECTION AND MANAGEMENT 


It is difficult to present a complete statement covering the needs 
for protection and management of wildlife in various units of the 
national park system in region 3. Certain grave problems relative 
to wildlife exist, but the solution of these problems depend upon a 
thorough study of the problems to determine the causes. Without 
knowledge of causes, suggested solutions are simply guesses in the dark. 
In meeting critical situations assistance has been sought and obtained 
from the Fish and Wildlife Service under the terms of the cooperative 
agreement approved March 5, 1946. Less critical problems have 
remained unstudied because the Fish and Wildlife Service is also 
seriously undermanned and can study only critical emergent problems, 
and because the National Park Service in region 3 has no funds to 
employ personnel qualified to make such studies. Until the position 
of regional biologist is provided for region 3, only such problems may 
be studied as are of a sufficiently critical or emergent nature as may be 
studied through the aid of biologists of regions 2 or 4, or through the 
assistance of personnel of scientific or educational institutions. 

Some of the recognized problems of wildlife in region 3 are: Is 
porcupine control needed and, if so, what should be the extent of such 
control at Capulin Mountain, Mesa Verde, Black Canyon of the 
Gunnison, and Co‘orado National Monument? Is the apparent con- 
tinuing decrease in numbers of the Kaibab squirrel a phase in the 
natural population cycle, or a trend leading to the extinction of this 
rare species of extremely limited distribution? Is the increase of 
deer at Zion and on the North Rim of Grand Canyon leading toward 
serious overpopulation and, if so, how may such overpopulation be 
prevented and what long-range program of management should be 
established to control this trend? How may the menace of feral 
burros in the national parks and monuments be most effectively met? 
Is there any hope of reestablishing conditions suitable for bighorn at 
Zion National Park? If prospects for the return of suitable conditions 
are favorable, what steps should the Service take to encourage suitable 
conditions with the objective of reestablishing bighorn? Is the sage 
grouse on the way out, and, if so, what steps can the Service take to 
assure it a permanent haven in national parks and monuments? 
Is it not possible for the Service, by making thorough investigations 
of specific situations, to develop methods of solving the wildlife 
problems without resorting to destruction of the animals? Do rodents 
which may be infected with tularemia or bubonic plague constitute 
a potential danger to park personnel and to visitors? 
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SUMMARY AND CONCLUSION 


Except for the actual loss of certain species, due to causes beyond the 
control of the National Park Service, there have been no radical 
changes apparent in the status of wildlife in the national parks and 
monuments of the Southwest during 1950. The serious drought 
which prevailed over much of the region undoubtedly had, and con- 
tinues to have, a considerable influence on many species of wildlife, 
and there have developed other natural conditions which have pro- 
duced fluctuations in animal populations. Feral burros and other 
species of domestic animals continued to compete with, or prey upon, 
native wildlife. Predator control activities, construction of dams, and 
other activities of mankind carried on outside of Service-administered 
lands had an effect upon certain species of wildlife within the bound- 
aries of nearby national parks and monuments. Perhaps the situation 
which should give the Service its greatest cause for concern is the 
continuing decrease in numbers of the rare Kaibab squirrel found 
only on the Kaibab Plateau north of Grand Canyon. 

A bright spot in the wildlife picture in the Southwest is the steady 
come-back exhibited by vegetation in Big Bend National Park and its 
noticeable effect in stimulating the recovery and spread of native 
animal life in that area. The value of natural conditions as checks 
for scientists studying biological and ecological factors in the United 
States is receiving greater attention and is developing and expanding 
an appreciation, among biologists and ecologists, of the importance of 
the national parks and monuments in the Nation’s over-all program 
of the conservation of natural resources. 


Reaion 4 (Paciric Coast) 


Within the National Park System wildlife management is a part 
of and subordinate to the over-all program of wilderness management. 
Wilderness management is based on the fullest possible scientific and 
recreational use of natural resources—but on a sustained yield basis 
so that the program of use and enjoyment can be handed on, unim- 
paired, to future generations. 

For this reason scenery and wildlife are preserved, or restored, 
under as nearly natural conditions as possible. The year-by-year 
unfolding of natural processes, disturbed as little as possible by 
artificial manipulation, thus is the principal attraction both for 
scientists and lovers of the outdoors. Consequently, National Park 
Service management measures seldom need to include expensive and 
widespread programs of direct assistance to the wildlife, such as 
artificial feeding. Nature’s regular cycles are allowed to function 
undisturbed as they have done for untold centuries, and interference 
by the Service is reserved for an occasional emergency situation. No 
such situation occurred during 1950 in region 4. 


THE LARGER MAMMALS 


During the 1950 calendar year conditions in region 4 have been 
favorable for the larger mammals. Elk at Olympic National Park 
appeared to have reached a reasonably oll balance with their 
environment. There is plenty of food for them on the extensive 
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high altitude summer range within the park. But in past years, 
articularly in 1934, their numbers sometimes have been too great 
or the restricted winter range, which is in the narrow river valleys 
at lower elevations near the park boundaries. However, through 
cooperation with the Washington State Game Department, this 
situation has been eased considerably. Both regular and special elk 
hunting seasons have been in effect just outside the park boundaries 
and have operate to remove a part of the annual increase without 
impairing the park nucleus of breeding stock. While protecting the 
elk from hunting inside park boundaries, the Service worked out 
cooperative arrangements with the State and with responsible sports- 
men’s organizations whereby hunters could travel nonstop over 
certain designated short sections of peripheral roads, used jointly by 
the park and by the United States Forest Service, so as to reach open 
hunting areas on Forest Service lands that otherwise would have 
been inaccessible to them. Thus elk production, and the enjoyment 
of elk inside the park by visitors, also created a byproduct of hunter 
use on a sustained yield basis, outside the park. 

A few hayfields and related small-scale ranch operations close to 
or surrounded by park lands inevitably suffer nuisance depredations 
from the elk herds during the winter months. The State game 
department has assisted these ranchers as much as possible in driving 
the animals away, and in declaring special hunting seasons to eliminate 
offending individuals. However, the most satisfactory long-range 
economic solution, short of eliminating the elk, which are an important 
asset to the Olympic Peninsula, appears to be to buy out the smallest, 
most isolated, and least productive of these hayfields and incorporate 
them into the elk winter range and bedding grounds. The elk 
population at Mount Rainier National Park appears to be holding its 
own or increasing slowly, and at Crater Lake National Park a few 
individuals continue to enter the park occasionally from adjacent 
Forest Service territory. Thus the outlook in these areas is for a 
gradual restoration of the animals. 

Bighorn, whose condition has been more precarious than that of 
most other large mammals in most of the West, have fared reasonably 
well in region 4 during 1950. However, in Death Valley National 
Monument the outlook for continued effective protection is dubious 
because of the increasing manpower shortage faced by the Service. 
In the last 10 years the range has been kept in reasonably good 
condition by holding the wild burros within reasonable numbers. A 
careful control program prevented them from building up enormous 

opulations and destroying forage vital for survival of the bighorn. 
he number of bighorn was estimated to remain in the neighborhood 
of 500 with the number of wild burros maintained at about 450. 

However, even under a control program, the burros always have 
multiplied and spread more aggressively than bighorn so that it has 
been a constant struggle to keep them from overrunning the remaining 
bighorn areas. The burros drive out the bighorn through their habit 
of concentrating in large bands at vital watering places and denuding 
such areas of forage. Recovery of the forage from this type of destruc- 
tion would require many years in desert regions even, if the burros 
were eliminated, which is impossible. Under present conditions there 
are not enough rangers to prevent a continuing gain in the nonnative 
burros and a corresponding decline of the native bighorn. 
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The related mountain or Sierra bighorn continues to hold its own 
fairly well in Sequoia and Kings Canyon National Parks since the 
1949 count is approximately 50 in these parks and 400 in the entire 
Sierra. However, the manpower shortage has continued to prevent 
adequate, full-time protective patrols of the high country inhabited 
by these animals. Consequently, protection against poaching, or 
even up-to-date counts of the animals, by Service fieldmen have been 
largely impossible. 

he Alaska bighorn, or Dall sheep as they are called there, at 
Mount McKinley National Park, have continued to increase from 
600 in 1947 to 900 in 1950, with the annual lamb production remaining 
good. The park staff has tried to intensify wolf control measures as 
a means of aiding the sheep population in its come-back. A notice- 
able wolf reduction as compared to former years unquestionably has 
taken place. However, this reduction has been largely brought 
about through widespread shortages of the wolves’ natural food, 
chiefly caribou, in the McKinley region rather than by the number 
of wolves actually killed by the National Park Service, the field 
employees of which have continued to find sufficient wolves to meet 
the theoretical goal set for the control program. 

Desert bighorn in Joshua Tree National Monument have continued 
to be observed by park employees and visitors and have become 
sufficiently tame that excellent close-up photographs are obtained 
from time to time. It is believed that their total numbers may have 
been somewhat reduced through removal of protection from the 
Pinto Mountains when that region was deleted from the monument; 
however, the manpower shortage has rendered it impossible to attempt 
accurate counts of the animals within either the old or the new 
reduced boundaries. 

Moose at Mount McKinley National Park have reestablished them- 
selves at satisfactory numbers after a mild decline in 1948. Since 
their populations are nonmigratory, and are adequately protected by 
natural barriers from poaching, this restoration of the natural balance 
had been expected. 

By contrast, the caribou of Mount McKinley National Park, being 
highly migratory, have not fared well. Although about 5,000 were 
noted in the park during the peak of the migration, these animals 
spend only a small part of the year within the protective boundaries 
of this sanctuary. Caribou all over Alaska have declined rapidly in 
the last two decades, particularly during and since the last war. 
This decrease has coincided with the great increase in human occupancy 
of Alaska. ‘ 

Mountain goats have continued to increase in Olympic National 
Park, where they have established a record for tameness. At Mount 
Rainier National Park they remain numerous and are gradually 
recovering from the severe winter of 1949. They now total approxi- 
mately 375 animals. 

Black-tailed deer have recovered at Mount Rainier and at Pin- 
nacles National Monument from the severe winter of 1949, thereby 
illustrating the normal recuperative powers of animal populations 
where natural conditions can be maintained in Service areas. The 
number estimated for the park remains at 500. At Lava Beds 
National Monument fears that the fire of 1949, which burned 17,000 
acres, might have affected the deer population through impairment 
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of browse and grasslands, were allayed when a normal number of 
animals came down from the adjacent mountains to winter success- 
fully on the resprouting grass. 

Summer populations of deer in Yosemite and the Sequoia and Kings 
Canyon National Parks are well distributed at the high elevations 
but in winter the deer are concentrated near the lower foothill 
boundaries of these parks. Browse plants have suffered locally, 
chiefly in the Sequoia and Kings, but hunting adjacent to the bound- 
aries has ee revent the problem from becoming acute. In 
Lassen Volcanic National Park the deer are about back to normal 
after the severe winter of 1949. There seems to be a strain of albino 
deer in the Kings Creek area of that park, for a white fawn was photo- 
graphed there this year, and a similar individual was observed during 
two seasons prior to the war. 

Grizzly bears continued to be mary observed by park employees 
and visitors at Mount McKinley National Park. 

Black bears continued to be common, with numbers little changed 
at Mount Rainier, Yosemite, and Sequoia and Kings Canyon N ational 
Parks. At Crater Lake there was an increase over the previous year. 
At Lassen an increase in bears noted in the preceding year was not 
materially affected by heavy hunting outside the park boundaries 
in 1949 and continued into the present year. Bears in Olympic 
National Park showed no change in numbers but, due to the protection 
afforded by the park, they commenced to lose their fear of men and 
were often seen by park visitors. As is the case wherever bears 
commence to lose this fear, they are becoming too familiar with 
campers and make a nuisance of themselves by breaking into food 
supplies. 

In spite of concentrated efforts to educate the public away from 
feeding the bears, which seriously aggravates the tendency of the 
animals to become a nuisance, some persons continued to feed the 
animals, thus encouraging additional depredations. As a result some 
campers, including children, have been clawed and scratched by 
certain bears ot hananaa impatient of being teased by food offerings 
into various outlandish poses for the benefit of amateur photographers. 
These injuries, added to the damage done by bears raiding storehouses, 
and the traffic snarls on park roads created by panhandling bears, 
have spurred the Service to intensify its public education campaign 
against feeding the animals. In addition, the underlying problem of 
eliminating garbage promptly, before it can attract the bears and lead 
them to forsake their natural feeding habits, has received increased 
emphasis. In this connection, an early eyening garbage collection 
schedule in the public campgrounds, though more expensive than 
daylight collection schedules, has been effective in removing the 
source of trouble before the bears could commence their nightly prowl. 

Wolverines and fishers, although nearly extinct elsewhere in the 
United States, have continued moderately common in the Sequoia 
and Kings Canyon National Parks, which constitute perhaps the 
a important refuge for these rare animals south of the Canadian 

rder. 

In the Kilauea-Mauna Loa section of Hawaiian National Park good 
progress has been made in controlling the goats that were liberated on 
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the islands in 1778. The situation in the Haleakala section still 
remains serious. For a time the use of two wardens reduced the 
number of goats in the crater, but pressure from the large number of 
feral goats south of the crater and lack of control on Territorial and 
private lands has almost wiped out these results. These goats, un- 
checked by natural enemies, had multiplied enormously and had 
nearly destroyed much of the vegetation that rendered the park 
unique, including the rare Silver Sword. As a result of the conirol 
measures, it is believed that less than 500 goats now are present in the 
park. However, many of these are in scattered bands in very in- 
accessible locations, so that their complete extermination is virtually 
impossible. Therefore periodic control measures always will be 
necessary to prevent the surviving animals from quickly building up 
again to destructive numbers. 

Domestic hogs were introduced into the luxuriant forests of Hawaii 
in the early days. They have run wild and have been exceedingly 
destructive. However an active campaign to reduce their numbers 
has succeeded to a remarkable degree. 

The introduced mongoose, another serious pest in Hawaii, with 
no natural enemies, so far has not been satisfactorily controlled. It 
se disastrously upon the nests of many rare and unique Hawaiian 

irds. 

Many seals were found dead on the shore on Channel Islands 
National Monument off the coast of Southern California. Exploded 
rifle cartridges and empty shell boxes scattered along the beaches 
demonstrated that their death had been at the hands of poachers, 
who had also removed a large amount of Government equipment 
and property installed there during the war years. Sea lions, for- 
merly common, were absent during the 1950 inspection, and there 
was no trace of the elephant seal, which before the war had been 
observed there, apparently in a slow recovery from the near-extinction 
of previous decades. Every effort is being made to obtain sufficient 
manpower and patrol equipment to check this poaching. Fortunately, 
the monument’s unique vegetation, some of it not found elsewhere in 
the world, was not set afire by poachers or vandals, and continues at 
an accelerating rate the excellent recovery which commenced when 
the monument was established. 

In Glacier Bay and Katmai National Monuments, Alaska, it was 
possible for the first time to establish rangers and base camps during 
the summer months to curb the extensive poaching of rare iur-bearers, 
nesting wildfowl, mountain goats, bears, and salmon that has been 
going on there for many years in spite of such limited law-enforcement 
assistance as the Fish and Wildlife Service has been able to render 
with its limited personnel. Though the available funds limited this 
law enforcement and wildlife inventory work to a small portion of 
the entire year, it represented a start in the right direction toward 
badly needed protection, and indicated also that, in addition to their 
superlative scenic and geologic features, Glacier Bay and Katmai 
National Monuments compare with or surpass even the Yellowstone 
in their abundant and spectacular wildlife resources, which include 
Alaska brown bears, grizzlies, black bears, moose, deer, marten, eider 
ducks, salmon, whales, and seals. 

836083—51——5 
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THE SMALLER MAMMALS 


For the most part the small rodent populations in region 4 national 
parks and monuments have been kept stable by such natural enemies 
as weasels, skunks, bobcats, martens, small hawks, coons, and foxes. 
Many of these predatory fur-bearing animals have themselves been a 
source of great interest and enjoyment to park visitors because, since 
they are not persecuted, they have become tame and approachable. 
This is particularly true of gray foxes, skunks, and coons at Sequoia, 
and coons at Mount Rainier National Park, the animals remaining 
active and unafraid in the vicinity of entrance stations and develop- 
ment areas even during daylight hours so that many people pena 
watch and photograph them. 

Some damage to trees by porcupines has occurred, particularly in 
Lava Beds National Monument. However, the experience of the 
Service has been that such damage is sporadic and scattered. By the 
time porcupine damage has become noticeable and excites concern, 
the cycle of local abundance of the porcupines usually has about 
reached its peak and the animals can be expected either to decline in 
numbers or to scatter out, with the damage declining sharply. This 
took place in Mount Rainier approximately 10 years ago about the 
time that concern over porcupine damage to white pines had been 
aroused. Soon thereafter porcupines in Rainier became uncommon 
and no control measures ever have been necessary. A similar course 
of events appears to be in progress at the Lava Beds. It may be sig- 
nificant that in the Sequoia and Kings Canyon National Parks evi- 
dence of porcupines has been scarce for many years. These parks are 
a center of abundance for that rare fur-bearer, the fisher, which is an 
arch enemy of porcupines, and by the same token a natural ally of the 
forest trees. 

The beaver in Yosemite National Park, which in California is by 
nature a lowland animal rather than a mountain inhabitant, increased 
in numbers. A detailed study of the Wawona colony revealed an in- 
crease from 16 to approximately 25 in the past year. In Sequoia and 
Kings Canyon National Parks beaver have been liberated within a 
few miles of the park boundaries by the State of California. Since 
this is the Rocky Mountain beaver, adapted to high altitudes, it may 
spread into the parks in the near future. Beavers are rare at Crater 
Lake and appear to have decreased from the previous years, being 
absent from certain areas where previously seen. At Mount Rainier 
their status has remained unchanged. At Olympic, where they are 
uncommon, some increase has been observed as colonies have moved 
into the park along the Skokomish at the head of Lake Cushman, and 
along the Lyre River in the vicinity of Lake Crescent. In Mount 
McKinley National Park where beavers are fairly common, no change 
in their status has been observed. 


BIRD LIFE 


The increasingly rare prairie and peregrine falcons, whose nest sites 
in the cliffs of Pinnacles National Monument have been studied an- 
nually by numerous naturalists, are still holding their own there. 

Sage hens are increasing slowly at Craters of the Moon National 
Monument. 


rt a i i | 





al 
es 
S. 


le. 


the 
the 
rm, 
out 
>in 
‘his 
the 
een 
non 
irse 
sig- 
evl- 
,are 
3 an 
the 


3 by 
ased 
1 in- 
and 
in a 
since 
may 
rater 
veing 
‘inier 
y are 
oved 
, and 
fount 
ange 


L sites 
d an- 


tional 


FEDERAL WILDLIFE CONSERVATION ACTIVITIES, 1950 57 


The American or bald eagle, our national emblem, finds refuge in 
small numbers at Craters of the Moon and at Lava Beds National 
Monuments. Golden eagles are much more common and are present 
in many of the parks. The California condor, reduced almost to 
extinction, and until this year known to be nesting only in coves and 
cliffs of the rugged mountains around Santa Barbara and Ventura, 
was discovered nesting high up in a cavity in a giant sequoia a short 
distance outside the south boundary of Sequoia National Park. This 
is the first case of tree nesting ever recorded for this species. 


THE FISH RESOURCES 


Our fish resources continue in the confused and sorry state of 
previous years solely because funds are inadequate even to determine 
what needs to be done to bring about an improvement. It is impossible 
to ascertain definitely whether the fish resources in region 4 have 
increased or decreased in 1950. Manpower available for checking on 
the status of the fish has been so inadequate that in most park areas 
not even a fisherman’s creel census, considered the most elementary 
type of check, has been possible. ‘Park naturalists in a few areas, 
particularly at Mount Rainier have made determined efforts to carry 
on such censuses, but have been able to accomplish relatively little 
because of the heavy burden of their other official duties. Creel 
censuses have had to be a spare-time activity despite the fact that this 
and other fishery work cannot possibly yield adequate results during 
the off hours of a few individuals, however deeply interested they 
may be. 

Illustrative of the Service’s present lack of knowledge of its fish 
resources is the predicament of Crater Lake which has been more 
fortunate than most parks in the region in that it has received the 
spare-time studies of several temporary summer naturalists with 
excellent training in fish work. Fishing a decade ago was excellent at 
Crater Lake, but gradually deteriorated until at the outbreak of the 
war it was exceedingly poor, although no one could explain why. 
After the war it continued to be so poor that the Service concluded 
that the future of fishing in the lake probably was hopeless. Then 
suddenly during 1949, for no reason so far explainable, since trained 
personnel were not available to make a proper study, fishing suddenly 
improved enormously and continues to be good. In 1950 one of our 
rangers, a trained fish man but lacking the equipment essential for 
detailed studies, discovered that, contrary to previous evidence, 
successful reproduction actually is taking place in the lake on a rather 
large scale. Formerly, fish stocking costs at Crater Lake had been 
excessive when measured in terms of fish actually caught by anglers, 
even in the best years. Now, after no stocking Chats ‘ver and with an 
excellent and unexplainable take, the cost ratio has been completely 
reversed. The various fish experts, who have devoted their spare time 
to studying the Crater Lake fishery problems, emphatically agree that 
a full-time fishery expert is needed there to study fish production in a 
thorough and scientific manner. A list of the fish study equipment 
require d for this program has been drawn up, but so far the necessary 
funds have not been available. 

In 1949 and 1950 the Fish and Wildlife Service was able to assist 
its fishery surveys to a limited extent, although handicapped by an 
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extreme shortage of field workers. In Olympic and Mount Rainier 
National Parks that agency carried on preliminary fishery surveys 
as a result of repeated requests from the Park Service. Such fisher 
surveys will give the answers to such elementary questions as: Whic 
waters should be stocked with fish annually for the maximum benefit 
to anglers? How many fish should be stocked in each area? What 
species? How often? 

The Fish and Wildlife Service in 1949 commenced a survey upon 
which to base fish management plans at Roosevelt Lake at Coulee 
Dam. Under proper management, this immense reservoir might be 
developed into one of the most outstanding fishing areas in the coun- 
try, although at present game fish are comparatively scarce and the 
reservoir is overrun with carp which ruin the spawning grounds of 
the native fish. One of the first steps in the above-mentioned inves- 
tigation would be to determine at what point a balance may be 
reached between the carp population and the game fish, whereby an 
adequate supply of the latter will be assured. In 1950 this investiga- 
tion had to Ss discontinued because of lack of funds. 

Since commencemert of preliminary fishery studies at Olympic 
National Park, it has been possible to make constructive changes in 
the regulations so as to protect breeding stock and assure better 
fishing. However, even this type of elementary information is 
lacking for most of the other parks. Until such knowledge becomes 
svailathe: the fish planting and management programs of the Service 
in most areas must continue to be governed by guesswork. 

Steelhead fishing in the lower rivers has remained excellent in 
Olympic; however, in Lake Crescent the famed Beardsley and Lake 
Crescent trouts have declined greatly. The Fish and Wildlife Service 
is assisting in raising some of the young fish to fingerling size in their 
hatchery, followed by planting, but scientific studies of the reasons for 
the decline of these unique fishes bave not been possible. 

At Yosemite National Park hope was offered in 1950 that confusion 
and uncertainty in the fish management program might be dispelled 
in that park. A trained fish expert, who bas been employed there as a 
ranger because there were no iunds to support the work that he was 
trained for, now is to be assigned to a full-time study of Yosemite’s 
fishery management needs. This has been possible through receipt of 
special funds volunteered by a private donor. 

At Mount Rainier, where most of the streams are full of glacial silt 
and therefore largely unsuitable for fish, fishing has been only fair. 
However, there is a possibility of greatly improving Mount Rainier’s 
lakes, the waters of which are clear, if the present fishery surveys can 
be completed. Lassen Volcanic National Park’s many lakes have con- 
tinued to supply excellent fishing. The lower streams and lakes in the 
Yosemite and Sequoia and Kings regions have become increasingly 
depleted in the neighborhood of the road endings where thousands of 
fishermen congregate. However, in the high country, which requires 
more time and effort to reach and is visited only by the more energetic 
and enthusiastic fishermen, angling continues to be excellent. 

Most of the parks in region 4 are stocked yearly with trout fry 
numbering altogether in the millions. Fishery surveys would enable 
the Service to know whether it is making the best use of these fish 
plantings or whether they might be more advantageously made in 
other sections of the parks, or under different planting methods. 
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However, at the present rate of progress it will take many years for 
the completion of even a prelimimary inventory of the park waters 
and fish planting needs in region 4. The region needs an experienced 
fishery man to correlate and make adequate use of the findings of the 
Fish and Wildlife Service and the studies of the park naturalists, to 
conduct special investigations of a local nature as they arise, and to 
advise and assist the superintendents with problems that are so 
urgent that they cannot be deferred until the Fish and Wildlife 
Service can conduct extensive studies. Until such a fishery expert is 
obtained for this region, our fishery resources program will remain 
bogged down. 
MAJOR RESTORATION PROBLEMS 


It is almost axiomatic that, if the original environment can be 
restored and the predatory activities of human poachers stopped, the 
wildlife can recover and perpetuate itself indefinitely. The most 
serious poaching situation is in Alaska which is commencing to suffer 
from the same exploitation of game resources that depleted the United 
States in the early days. Poaching of fur-bearing animals, seals, 
and mountain goats appears to be serious at Glacier Bay National 
Monument, where some arrests have been made by the Fish and 
Wildlife Service, acting on behalf of the Park Service. At Katmai 
National Monument, where protective patrols have been almost 
impossible until this year due to a severe shortage of funds, poaching 
also is chronic and the giant trout for which the area has been famous 
are becoming progressively smaller. Poaching on sea-lion herds, and 
possibly on the nearly extinct elephant seal as well, continues at the 
Channel Islands National Monument, off the coast of southern Cali- 
fornia, because of the lack of funds for maintaining a protective patrol 
there. In all three of these areas, the brief summer appearance of a 
ranger once a year is insufficient to correct the situation; funds should 
be adequate for resident rangers and for patrols at intervals through- 
out the year. 

Elsewhere in region 4 wildlife restoration depends primarily upon 
restoring the original environment. This has been largely accom- 
plished in many areas, but has been gravely hampered by severe over- 
grazing on the part of domestic livestock in the Kings Canyon and to 
some extent in the Joshua Tree National Monument. In the latter 
area the problem is one of trespass on park land, but it is difficult to 
control because of the complicated intermingling of park and private 
lands. In the case of Kings Canyon, the problem involves securing 
better cooperation from a few individual cattlemen, a minority of 
those grazing there, who have taken advantage of their lifetime 
grazing permits to stock the range with more animals than it can 
carry. Severe range damage has resulted. On the grazing ranges of 
this minority of cattlemen many high mountain meadows have been 
virtually destroyed through extinction of the grass and its replacement 
by weeds of little or no forage value. In some cases severe grazing 
has led to the formation of deep gullies that have drained the meadows 
of the water that is vital for their survival. Several thousand dollars 
of soil and moisture conservation funds were spent in 1949 and 1950 
to rehabilitate this environment for the benefit of the native wildlife. 

At Lava Beds National Monument, where grazing pressure has 
diminished as the permittees have retired or died, recovery of the 
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range now has reached the point where restoration of sage hens, which 
have been absent for decades, seems feasible. Preliminary studies 
for accomplishing this with the cooperation of the California Division 
of Fish and Game are under way. 

The restoration of high mountain meadows in the national parks 
of the Sierra, where grazing by the pack animals of visitors has been 
destructively heavy since the early 1900’s, continues to receive much 
attention. Field studies of pack stock handling, the logistics of supply 
operations by pack trains, and itineraries specially designed to bypass 
the most severely overgrazed areas, were carried out in 1950, as well 
as in the two prec eding years, in cooperation with a typical large 
outing group, the Sierra Club. Some radical improvements in han- 
dling f pack stock so as to reduce this biological overload on the meadows 
have been worked out, but these experiments must be continued, and 
their application extended to the innumerable individuals and smal! 
groups with pack stock, if the mountain meadows are to survive the 
increasingly heavy use placed on them yearly by Region Four’s 
rapidly increasing human population. 


SOME NEEDS FOR PROTECTION AND MANAGEMENT OF WILDLIFE IN THE 
NATIONAL PARK SERVICE 


As in the past, the principal requirement for adequate protection 
of park wildlife resources, aside from fishery investigations previously 
mentioned, is a staff of rangers who can patrol the back country of the 
parks often enough to deter poachers and owners of trespassing live- 
stock. At present the staff of no park and monument in the region is 
sufficient to properly take care of both the back country and the areas 
close to the highways. The needs of the motoring public are such 
that there has been no choice but to concentrate our ranger forces 
near the road endings where most of the people congregate. Yet the 
reality of the situation as regards the wildlife is that the latter is 
found most abundantly in the areas farther from the roads where the 
number of visitors is smaller but the tendency toward poaching and 
grazing abuse is much greater. It is in these more remote areas 
that most of the endangered animals are making their last stand, yet 
is precisely here that the protective force is largely absent, and 
destruction and waste of wildlife resources is highest. 

In addition to the protective ranger force, restoration of the staff 
of the National Park Service biologists to something at least ap- 
proaching prewar levels is essential ‘if the Service is to adequately 
discharge its obligation to preserve its wildlife resources unimpaired. 
Before the war there was a maximum of six and a minimum of four 
biologists in region 4, but since the war the number has never been 
greater than two, despite the fact that the number of human visitors 
to the region, and the destructive impact on the wildlife resources 
of the national parks and monuments, has increased by approxi- 
mately 50 percent. Under present conditions the manpower is 
spread so thinly, with respect to biologists, that each park and mon- 
ument in region 4 with one or more major unsolved biological prob- 
lems receives a detailed 4-week field study approximately once in 8 
years. Certain areas with severely deteriorated biological condi- 
tions, such as Hawaii and Katmai, have averaged less than one study 
in 15 years. 


NATIONAT. PARK SERVICE —1050 





FEDERAL WILDLIFE CONSERVATION ACTIVITIES, 1950 61 


>\s'> D>leo zie 
ae armor peeps enna enn 
Lie i +)sle Riazi ~ Liale 
Se en ee ee eo on oo 
-\« j 2 
pied aelpers hanes 


R)>\| 


ion 
isly 
the 
ive- 
n is 
eas 
uch 
rces 
the 
r is 
the 
and 
reas 
yet 
and 


taff 
ap- 
tely 
red. 
four 
een 
tors 
rees 
‘OXi- 
r is 
non- 
rob- 
in 8 
ndi- 
udy 


e|>lo/@#! Rie sia 


$——+—_} 4 


+-—t+ 
+ Rare; Occurrence sporadic 


i ¢ 


NATIONAL PARK SERVICE —1950 


ESTIMATED NUMBERS OR RELATIVE ABUNDANCE OF MAMMALS 
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DEPARTMENT OF THE INTERIOR, 
Fish AND WILDLIFE SERVICE, 
Washington 25, D. C., March 23, 1951. 
Hon. A. Wituis Rosertson, 

Chairman, Subcommittee To Investigate Wildlife Conservation, 
Senate Committee on Expenditures in the Executive De- 
partments, Senate Office Building, Washington, 25, D. C. 

Dear Senator Rosertson: In accordance with your request of 
February 1, we are submitting herewith a report on the activities of 
the Fish and Wildlife Service during 1950, for inclusion in your 
annual publication, Federal Wildlife Conservation Activities. 

Sincerely yours, 
M. C. James, Acting Director. 


FreprerAL WILDLIFE CoNSERVATION ACTIVITIES IN 1950 


(By Albert M. Day, Director, Fish and Wildlife Service, United States Department 
of the Interior) 


No program of wildlife conservation can be successful unless we 
gain the understanding and sympathetic help of the general public. 
Not everyone, of course, is a hunter or a fisherman but every single 
individual in America does have a stake of some kind in wildlife. We 
find evidence of this in the fact that our wildlife resources furnish food, 
furs, vitamins, and essential industrial oils, as well as relaxing recre- 
ation for both citizen and soldier alike. Thus, not only do many of 
our citizens get a direct benefit from wildlife and wildlife land through 
the recreational enjoyment of motoring, hiking, camping, nature study, 
and outdoor activities but the indirect benefits of a country that is 
made suitable for wildlife affect every individual. 

Today we again face the necessity of gearing our national life to a 
period of national emergency. Many of the things we would like to 
do must receive secondary consideration while we concentrate on 
doing the more important national defense tasks. In mobilizing our 
efforts to meet the needs of the national defense program, however, 
we must make sure that conservation of our wildlife resources is not 
forgotten. There must be no thought of abandoning them or allowing 
their protection and management to be reduced. We must handle 
the defense needs and at the same time we must continue the im- 
portant functions of fishery and wildlife management. 

Since the outbreak of hostilities in Korea, the Fish and Wildlife 
Service has received a number of letters from wildlife administrators, 
conservation organizations, and the general public expressing their 
concern as to how wildlife might be affected by the expansion of 
military activities. I believe it will allay some of the anxiety being 
expressed today by conservationists and wildlife administrators if 
they know that in August 1950, Secretary of the Interior Oscar L. 
Chapman called the attention of the Secretary of Defense to these 
threatened dangers and proposed an orderly means of adjusting the 
problems that might arise between the two departments. ‘The Secre- 
tary of Defense promptly designated a representative of the Depart- 
ment of the Army, the Department of the Navy, and the Department 
of the Air Force to serve in a liaison capacity with representatives of 
the Department of the Interior ‘to minimize the impact on local 
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wildlife resources and other resources which may be threatened by 
necessary military activities in areas under the jurisdiction of the 
Department of the Interior.” 

We can report that the military agencies are cooperating with the 
liaison officers of the Department of the Interior in an excellent manner 
to harmonize the interests in such areas where army camps and train- 
ing stations, aerial gunnery ranges or naval test installations are again 
being opened or reactivated on an extensive scale. For example, 
through discussions with the Atomic Energy Commission a bombing 
site was selected well in advance of field operations, for conducting 
the recent atomic bomb tests near Las Vegas, Nev., without danger of 
injury to the Nelson’s bighorn a concentrated on the nearby 
desert game range established in 1936 for their protection and admin- 
istered by the Fish and Wildlife Service. 

Negotiations with the Navy for the removal of an aerial bombin 
target from the heart of one of the Service’s important waterfow 
refuges on the Atlantic coast are now in progress. The Air Force has 
made arrangements to route all iopeeals made by its real estate sec- 
tion for developing new areas for its activities through the liaison 
officer for reference to the Department of the Interior for review and 
comment before final decision. 

Representations in the interest of fish and wildlife protection and 
development made by the Department of the Interior’s liaison officer 
may take a more positive form than objection to existing or threatened 
practices. For example, an active program of enhancing the benefits 
derived by the military forces from hunting and fishing is at present 
in the process of discussion. On many thousands of acres of unde- 
veloped lands which have been taken over by military forces for train- 
ing camps, bombing ranges, and maneuver areas, excellent wildlife 
habitat, well stocked with fish and game, may be found. The public, 
however, is excluded from such areas. Hunting or fishing frequently 
is not permitted or is not widely practiced. This results in a great in- 
crease in wildlife populations and, frequently, in the depletion of their 
food supply. The Fish and Wildlife Service is proposing a double- 
barrelled program of better utilization of both the fish and hunting 
resources to be found on these areas in order to provide an abundance 
of healthful recreation for the Armed Forces while in rest or training 
areas. Under the supervision of Service technicians, wildlife manage- 
ment methods would be applied, including improvement of habitat, 
the stocking of fish, and properly regulated harvesting. 

These liaison relations with the military should do much to afford 
necessary protection for our fish and wildlife and to prevent disruptions 
of normal wildlife development during the period of this national 
emergency. 

During the past year the Fish and Wildlife Service can report grati- 
fying progress in the field of Federal wildlife protection and conserva- 
tion, with a notable list of accomplishments to its credit. Summarized 
below, under topic headings, is a digest of its activities in 1950. 
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BRANCH OF WILDLIFE RESEARCH 
SCOPE OF ACTIVITIES 


The Branch conducts research in wildlife conservation and man- 
agement, including studies on the distribution, migration, restora- 
tion, and protection of wild birds and mammals, in cooperation with 
land-grant colleges, State conservation commissions, the Wildlife 
Management Institute, and with other Government agencies. Re- 
search is carried on to develop methods for more effective wildlife 
conservation and management by investigations into production and 
utilization of wild fur animals, studies of diseases and their control 
in wildlife species, and the development of more efficient predator 
and rodent control methods. 


COOPERATIVE WILDLIFE RESEARCH UNIT PROGRAM 


A research and training program to develop trained men for man- 
agement of the Nation’s wildlife resources has been in progress since 
1935. The Service has been cooperating with certain land-grant 
colleges, State game departments, and the Wildlife Management 
Institute. Seventeen units are now operating in Alaska and the 
following States: Alabama, Arizona, Colorado, Idaho, Iowa, Maine, 
Massachusetts, Missouri, Montana, Ohio, Oklahoma, Oregon, Penn- 
sylvania, Texas, Utah, and Virginia. Well over 150 research projects 
are being carried on, involving studies on waterfowl, small and big 
game, wildlife environment, and many other phases of wildlife 
management. 

During the past year approximately 200 scientific and popular 
reports on the results of research investigations have been published 
and made available to the public. Following are listed a few of the 
published articles that give a cross section of the types of research 
being done: 

1. Buechner, Helmut K. The Life History, Ecology and Range 
Use of the Pronghorn Antelope in Trans-Pecos, Texas. 
American Midland Naturalist 43 (2): 257-354. 
2. Dustman, Eugene H. Effects of Alfalfa Mill Cutting on 
Pheasants and Other Wildlife in Wood County, Ohio, 1946- 
47. Journal of Wildlife Management 14 (2): 225-234. 
3. Mosby, Henry S. Cooperative Wildlife Management on the 
Virginia State Forests. Journal of Forestry 48 (10): 700- 
702. 
4. Elder, William H. Measurement of Hunting Pressure in 
Waterfowl by Means of X-Ray. ‘Transcript North Ameri- 
can Wildlife Conference 15: 490-504. 
5. Klimstra, W.D. Bobwhite Quail Nesting and Production in 
Southeastern Iowa. Iowa State College Journal Science 
24 (4): 385-395. 
Graduates who have done work under the unit program are now 
located in 43 of the 48 States and in Alaska, Hawaii, and Canada, where 
they are working for State game departments and universities and for 
private and Federal agencies. 
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WATERFOWL MANAGEMENT INVESTIGATIONS 


Research for the most economical and most effective management 
of the 1} billion dollar investment of the United States in waterfowl 
resources was continued. Annual inventories are essential tools to 
use as a basis for drafting the hunting regulations made each year to 
utilize but at the same time to conserve and maintain an adequate 
supply of ducks and geese for the continent. The newest and most 
satisfactory methods of obtaining data for this inventory are the use 
of aerial transect surveys on the breeding grounds in the summer, and 
by aerial surveys combined with aerial photography on the wintering 
areas. 

The 1950 winter waterfowl inventory conducted in Alaska, Canada, 
the United States, Mexico, and the West Indies gave evidence that 
the continental population of wintering waterfowl had again declined. 
The trend point was 25 percent lower fiat that of the previous winter. 
Increases, in varying degrees, were apparent in several groups of 
waterfowl for certain flyways—among brant in both Atlantic and 
Pacific flyways, ducks in the Central and Atlantic flyways, and swans 
in the Pacific flyway. 

Although the 1949 hunting-season bag checks showed a general 
decrease in the number of hunters in all flyways of the United States, 
an increase in the seasonal kill of ducks per hunter resulted in about 
a 6 percent increase in the total legal harvest. 

On waterfowl-breeding grounds in 1950 the numbers of breeding 
birds and production of young increased slightly but was considerably 
below the potential. Summaries of results of the investigations in 
Alaska, Canada, and 22 States were published in a special report 
entitled ‘‘Waterfowl Populations and Breeding Conditions, Summer 
1950, With Notes on Woodcock and Wilson’s Snipe’’; and, in coopera- 
tion with the Illinois State natural-history survey, ‘‘Canada Geese of 
the Mississippi Flyway.” 

The breeding-ground survey for this year was conducted in coopera- 
tion with State game departments, the Dominion Wildlife Service, 
and the Provincial game branches of Alberta, British Columbia, 
Manitoba, and Saskatchewan. Over 100,000 miles of transects were 
traveled from Nebraska to the Mackenzie Delta on the Arctic Ocean. 


WILDLIFE-POPULATION STUDIES 


Investigations into the distribution and migration of American 
birds were continued. Because of the particular need for informa- 
tion on the status of breeding populations of mourning doves which 
migrate into the Southeastern States, where they are intensively 
hunted during the fall and winter, new methods of appraising abun- 
dance were tested. A better method was also developed for censusing 
ciapper rails during the nesting season, and this popular game bird of 
the tidal marshes was studied intensively in its important breeding 
area on the coast of Virginia. 

The banding of North American birds was intensified and reached 
a postwar high due to emphasis on the use of this medium in the 
study of the migration of waterfowl, and particularly as a result of 
increases in State-sponsored banding projects under the Federal-aid 
program. Almost 350,000 birds were banded during the year, and 
23,000 banded birds were recovered. 
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Work completed during the year in the Biological Surveys Section 
includes published reports on the coyote, puma, and other mammals. 
North American Fauna 60, entitled, ‘“Raccoons of North and Middle 
America,’”’ was published by the Government Printing Office. This 
publication presents a complete account of the economic status, 
distribution, taxonomy, and life history of the raccoons on this 
continent. 

The mammal collections were used during the year by many 
scientific organizations, particularly by researc ch groups carrying on 
research on animal-borne human diseases. ‘The rodent groups avail- 
able at the museum provide much valuable data on distribution of 
rodents proved, or suspected of being, hosts to parasites and diseases 
affecting humans. At this time such information is of importance to 
the Armed Forces. 


STUDIES TO IMPROVE WILDLIFE-MANAGEMENT METHODS 


The Service cooperates with the State agencies, the fur trade, and 
the general public to assure a continuing natural supply of fur animals, 
with permanent occupation for trappers and for those engaged in the 
fur trade. The annual raw-fur crop in the United States is worth 
approximately $125,000,000. The Government’s share of the returns 
from the furs taken on the national wildlife refuges and predatory- 
control districts amounted to $200,000 for the fiscal year 1950. At 
the present time there are 40 refuges on which furs are taken annually, 
principally on a share-cropping basis. 

Little is known about the populations of fur animals in Alaska, but 
the fur crop of the Territory for the 1947-48 season was worth $3,- 
600,000, and was exceeded only by the returns from minerals and 
fisheries. 

Management of the fur-seal herd of the Aleutians has been one of 
the problems of the Service for years, and as a result of controlled 
taking of the skins the herd has increased continuously each year until 
now the problem of selecting the most valuable skins economically 
and at the same time maintain a herd that will continue to produce 
only the best skins is a matter of continued research. Fur seals are 
a resource of international importance to Canada, Japan, Russia, 
and the United States. Our major research effort at this time is 
being directed toward population-determination techniques. It is of 
great importance to know how many seals are present in the herds 
each year in order to properly harvest an annual crop. The statistical 
phases of this research are being done in cooperation with statisticians 
at the University of Washington. 

During the year the public ation entitled “Japanese Fur Sealing,’ 
Special Scientific Report: Wildlife, No. 6, was released. This report 
was a result of a study of seals in Japanese waters made in 1948-49. 
One of the major phases of this study was to determine the percent of 
Alaskan seals wintering in Japanese waters. Other published reports 
during the year, under this program, include Special Scientific Report: 
WwW ildlife, No. 4, entitled “Experiments in the Marking of Seals and 
Sea Lions’; W ildlife Leaflet 326, entitled ‘Abstract ‘of Fur Laws, 
1949-50”; and Wildlife Leaflet 316, entitled ‘Annual Fur Catch of 
the United States.”’ 

Investigations of management methods for agricultural wildlife are 
proceeding at the Patuxent Research Refuge in Maryland and in the 
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Southeast. This research has already indicated that only a limited 
list of woody plants are sufficiently dependable to be recommended to 
farmers. Field borders, contour hedges, and living fences of multiflora 
rose are practicable ways to provide wildlife cover in a modern farmi 
program, but methods of establishment must be adapted to site 
region if a large proportion of failures is to be avoided. Work in 
Alabama indicates that modern farming practices featuring grass and 
legumes are more favorable to quail than the older cotton-and-corn 
type of agriculture. 

A recent publication, entitled ‘‘The Farmer and Wildlife,’ published 
by the Wildlife Management Institute, is a result of these studies. 

The responsibility for doing the basic wildlife research needed in 
national forests, national parks, and Indian lands, is given to the 
Service under cooperative agreements. This research supplies the 
information necessary to establish and maintain wildlife populations at 
a controlled balance on public lands. 

Seasonal checks on deer, wild turkeys, quail, rodent, and predator 
populations are made on many publicly owned lands. This informa- 
tion is made available to the various agencies to use in guiding them in 
their over-all land-management programs. 


STUDIES OF CAUSES OF WILDLIFE DEPLETION 


The disease relationships between wild animals, man, and domesti- 
cated animals is recognized as becoming increasingly important in 
the management of the wildlife resources. 

In the country as a whole, little research is being done on wildlife- 
disease problems; but, through the appointment of a pathologist 
during the year, the Service acquired the minimum means of investi- 
gating serious outbreaks. Information on incidence, effects, and 
control methods are needed for a wide variety of wildlife disease, 
including botulism and fowl cholera in waterfowl, tularemia in various 
birds and mammals, screw worm and other parasites of deer, hemor- 
rhagic septicemia in big game, fungus disease in muskrats, and others 
as Po unknown but which are responsible for heavy losses pee: 

uring the year, in cooperation with the National Health Insti- 
tute Research Laboratory at Hamilton, Mont., a thorough investi- 
ation of botulism affecting waterfowl in the West was initiated. 
Fach year several hundred thousand wild ducks, geese, and other 
water birds succumb to this disease. Research results should in 
time indicate management plans to eliminate most of these losses. 

The mourning dove is one of the most important game species in 
this country. Last summer an epidemic in the Southeast took a 
severe toll of these birds. The causative organism was identified as 
Trichomonas, a protozoan parasite. Studies are now under way to 
determine the extent, prevalence, and possible control of the disease. 

Reports of heavy losses of fish and game, as a result of improper and 
ill-advised use of new chemical control agents, continue to appear. 
Accordingly, studies are in progress to provide information on how, 
where, and when these new insecticides and other poisons can be used 
without undue losses to wildlife. In the past year special emphasis 
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was given to evaluating mosquito-control methods. Past experience 
has oe that most aquatic forms are extremely susceptible to DDT 
and important losses of valuable species of fish and blue crabs have 
resulted from improper use of the poison. Publications now in prepa- 
ration will belp control operators and others to appreciate the dangers 
of such control and will provide information for reducing such hazards 
to species of sporting and commercial value. Other investigations on 
the chemical-poison problem are those seeking means for reducing the 
losses of songbirds now occurring with the control of shade-tree insects 
and other pests of agriculture. 


STUDIES TO IMPROVE BIRD- AND MAMMAL-CONTROL METHODS 






Because of its important application to the defense effort, the 
Branch of Wildlife Research has intensified research on the rodent- 
contro] agent, Compound 42 (Warfarin). ‘This material introduces a 
revolutionary approach to the control of rats, which are of special 
concern to military organizations because of their importance as dis- 
seminators of disease, as consumers and spoilers of food stores and war 
matériel. Compound 42 is an anticoagulant chemical which, with 
successive doses, destroys the clotting power of blood and the animals 
die from spontaneous hemorrhage. Animals are unable to detect the 
materials in baits. Consequently, ‘“‘bait shyness,’ which usually 
develops with poisons, does not occur with Warfarin, and almost com- 
plete eradication is possible. 

More than 500 reports of field tests of the compound are now under 
review, and these are testifying to the operational advantages of the 
compound. Of particular interest and value is the low hazard to 
valuable domestic and wild animals. Studies are being continued on 
this and other compounds to learn the most effective, safe, and eco- 
nomical methods of controlling rats and mice by this means. 


STUDY OF EXOTIC GAME BIRDS 






















For the past 2 years the Service has had a biologist studying foreign 
game birds in their native environment to determine whether there 
are desirable species that might become acclimated in certain parts of 
the United States where we have few if any game birds at present. 

There are thousands of square miles in the West, particularly in 
the Southwest, where land-use practices over the years have elimi- 
nated proper environment for our native species. During the past 
year we have concentrated on a study of game birds in Iran, Iraq, 
and Turkey. Shipments of sand grouse and black grouse have been 
sent to the States of Arizona and New Mexico for release in some of 
their now game-birdless areas. Shipments of black cock and caper- 
caillie have also been made to Wisconsin for the stocking of Outer 
Island in Lake Superior. 

The project is being financed by reverted Federal aid-to-wildlife- 
restoration funds in close cooperation with the Wildlife Management 
Institute and the State game departments involved. ‘This project is 
just getting well started, and it will require several years of releasing 
for each species before the successes and failures will be determined, 
836083—51——6 
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BRANCH OF FEDERAL AID 
SCOPE OF ACTIVITIES 


The branch administers the Pittman-Robertson Federal Aid to 
Wildlife Restoration Act and the Dingell-Johnson Federal Aid to 
Fish Restoration Act. 


Dingell-Johnson program 


After many years and much effort a Federal Aid to Fish Restoration 
Act was passed by the Congress and approved on August 9, 1950. 
This legislation provides for the same general program for fish restora- 
tion and management that heretofore has been so successfully operat- 
ing for wildlife. It is anticipated that the first funds will be available to 
commence the program during the 1952 fiscal year. The operations 
will be financed from the excise tax on fishing rods, reels, creels, and 
artificial lures, baits, and flies. No firm figures are available on the 
revenues for the past years. Collections during November and 
December 1950, the first months of separate Treasury reports, totaled 
$128,534.46. 

Because of the similarity between the wildlife- and the fish-restora- 
tion programs, it has been decided to place the administration of the 
new program under the established Federal-aid branch. This will effect 
economies and uniformity af administration for both lines of work. 


Pitiman-Robertson program 


The Federal aid-in-wildlife-restoration program completed its 
twelfth year of operation on June 30, 1950. This cooperative under- 
taking, acumen known as the Pittman-Robertson program, is 
conducted jointly with all of the States, Alaska, Hawaii, Puerto Rico, 
and the Virgin Islands. 

Federal aid, as the title implies, makes possible financial assistance 
to the State game and fish departments through provisions of the act 
of September 2, 1937. Collections from the excise tax on sporting 
arms and ammunition are appropriated annually and allotted to pro- 
gram participants in the manner specified by law. The Fish and 
Wildlife Service is responsible for the administration of the act. 
Federal responsibilities involve determination of whether projects 
selected and submitted by the States are approvable under the law, 
whether costs of such projects are reasonable, and whether reimburse- 
ment claims for completed work conform with Federal-State contract 
commitments. The States are entitled to repayment to the extent 
of 75 percent of the cost of work satisfactorily completed. Several 
types of wildlife-restoration activities are authorized. They are devel- 
opment, land acquisition, maintenance, and surveys and investiga- 
tions. These phases are discussed under separate headings below. 


SUMMARY OF ACTIVITIES AND REPORT ON PROGRESS 


Program activities continued to increase during the fiscal year 1950. 
A record amount of $11,624,486.50 was obligated on wildlife-restora- 
tion projects, which represented nearly a 2-million-dollar increase over 
the previous year’s apportionment in accordance with the provisions 
of the act. The number of projects approved also established a new 
high of 703 as compared with 612 in 1949. Work emphasis showed 
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a continued decline in percentage of funds devoted to wildlife-man- 
agement fact finding and an increase in land purchases. Restoration 
of wildlife habitat received primary consideration, with almost half 
of the encumbered funds being used for such improvements. A sum- 
mary of projects approved during the period July 1 to December 31, 
1950, shows that an additional $4,311,391.28 was obligated or pending 
obligation. 

Excise-tax collections fell off for the second straight year, dropping 
to $9,351,613.60 in the fiscal year 1950, as compared with $10,378,- 
538.42 for the year ending June 30, 1949. 


Developmental activities 


All of the States, plus Hawaii and the Virgin Islands, carried out 
programs to preserve or restore important w ildlife habitat. ‘The need 
for improvements in waterfowl habitat has been widely recognized, 
and 34 States made important contributions toward this end. Exist- 
ing marshlands were improved by construction of water-control 
structures (dams, dikes, and diversion channels), and new marshes 
were created by such measures. Food plantings on or adjacent to 
improved areas aided in attracting waterfowl to and holding them in 
desirable sites, thus lessening damage to nearby argicultural crops. 

Thirty-six States were engaged in the restoration of wildlife habitat 
on the Nation’s privately owned farm lands. Most of this work was 

erformed in established soil-conservation districts. Plantings of 
Ceednans for field borders and of multiflora rose for fence rows were 
perhaps the most important facets of this work. Distribution of 15 
million bicolor lespedeza seedlings in the Southeast more than trebled 
the previous year’s output. Other States concentrated on tree and 
shrub plantings for game food and cover, which also helped to curb 
soil erosion in gullies and other waste areas. Fencing farm wood lots 
and tree plantations protected existing valuable wildlife habitats. 
Other activities included providing herbaceous cover for upland 
game-bird nesting sites in some States and constructing water-catch- 
ment devices to furnish a permanent water supply for game on arid 
ranges in the West. 

Wildlife on public lands, both State and Federal, received attention 
by 34 States during the year. Openings in forest land were estab- 
lished or improved by clearing or thinning, mowing, fertilizing, and 
seeding to grasses or legumes ‘for deer and wild turkeys. Food and 
cover plantings were made on reservoir sites, burned areas, and over- 
browsed big game ranges. Western States continued the fencing of 
big game areas to protect vital winter ranges. 

Field studies disclosed additional favorable habitats which lacked 
adequate breeding stocks of game. These findings prompted 28 
States, Hawaii, and the Virgin Islands to live-trap and transplant 
desired species. Outstanding records were the moving of 2,750 wild 
turkeys and 1,099 sage grouse. Other upland game birds successfully 
transplanted were bobwhite and Gambel’s quail, Chukar partridge, 
ring-necked pheasant, and ruffed and shar p-tailed g grouse. Seventeen 
States and the Virgin Islands stocked 2,218 white-tailed and mule 
deer. Six Western States captured 1,669 antelope and liberated 
them on vacant ranges. Other mammals included in restocking 
action were moose, mountain goat, bighorn sheep, elk, beaver, 
marten, raccoon, muskrat, and cottontail rabbits. 
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Land acquisition 

The States continued their emphasis on land purchasing and leasing 
during the fiscal year 1950. Through June 30, 1950, 33 of them pur- 
chased 196,379 acres and leased an additional 123,109 acres. These 
expenditures accounted for 23 percent of all project obligations during 
the year. Connecticut and Virginia acquired wildlife lands for the 
first time under this program, making a total of 43 States which have 
now used Pitisanns doteeon funds for this p . Most pur- 
chases were aimed at obtaining control over desirable waterfowl areas 
for refuges and public hunting grounds, thus offsetting the damaging 
effects of agricultural expansion which have absorbed much formerly 
attractive duck and goose habitat in recent years. Western States 
emphasized the lease or purchase of big game winter ranges, serving 
the dual purpose of maintaining large herds to furnish sport for the 
growing army of big game hunters and lessening complaints of damage 
to croplands. Other purchases helped consolidate previous holdings 
and permitted more effective operation of management units. 

Surveys and investigations 

Two hundred and two surveys and investigations projects were 
financed by Federal-aid funds in 44 States, Alaska, Hawaii, Puerto 
Rico, and the Virgin Islands during the fiscal year. Most of the funds 
spent under this category were used in the annual task of collecting 
and interpreting data on game abundance to aid State administrators 
in setting sound hunting seasons and bag limits. In this manner, 
Pittman-Robertson technicians are able to make recommendations 
for maximum game utilization without endangering essential brood 
stock. Western States are attacking the problem womens deteriora- 
tion through overbrowsing by limiting game herds to the land’s 
capacity to provide food and, in some instances, by conducting experi- 
ments on range reseeding. 

Wildlife species do not recognize State boundaries and no single 
State can expect to solve all problems concerning their management. 
Consequently, cooperative investigations involving several State game 
departments are in progress. These include migratory waterfowl 
management investigations in the Northeastern and Pacific Coast 
States, mourning dove surveys in the Southeast, and antelope studies 
in the Western States. 

Special problems currently under study include the effects of wide- 
spread use of insecticides and herbicides on wildlife and their habitat. 
The trapping and banding of more than 87,000 waterfowl will give 
valuable data on their migratory habits. Experiments with brush 
removal indicate that much additional big game range may be created 
in this manner. Several States are making biological appraisals of 
proposed land acquisitions to determine their value. any new 
management techniques are being investigated to determine their 
worth prior to wide-scale adoption. 


Maintenance 


As more and more States acquire lands and construct various 
buildings and structures thereon, the need for repairs and general up- 
keep increases. Maintenance projects provide for repair of roads, 
dikes, fences, and buildings, salt distribution on big game ranges, and 
the replanting, fertilizing, and cultivating of wildhite food and cover 
plots. Maintenance work in 25 States absorbed about 4 percent of 
the program obligations during fiscal year 1950. 
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Summary of receipts, appropriations, and apportionments by fiscal years 
























: s Apportioned to 
Receipts from | Appropriated | <;' cee” Joy 
Fiscal year tox by Congress | Carse wet er 
4 PIR ER RULES ESL oh eit Re ab iintishdispjebimiddecunilesbbous $2, 976, 019. 80 $1, 000, 000. 00 $890, 000. 00 
3 SE tintintinesthtntees biitniparensAkevesstusayedeéneate 3, 707, 843. 68 1, 500, 000. 00 1, 400, 000. 00 
7 ei beeidachdudsctiddaudaussrdigaccesdcodsiuadobes 5, 535, 773. 25 2, 500, 000. 00 2, 300, 000. 00 
4 Os I ae iN ine eas, o Tepe Jal senat 5, 072, 587.60 | 2, 750, 000. 00 2, 570, 000. 00 
: Meee ee Ss pene eee 1, 149, 332.58 | 1, 250,000. 00 1, 150, 000. 00 
4 i etdtddddabebianinccnhas dp cwdddetaiwabohodbinsl 1, 061, 044. 95 1, 000, 000. 00 920, 000. 00 
3 Ta ie at kdalnd wondn sie neenuvewunsiiea eins 3, 132, 402. 04 | 900, 000. 00 817, 000. 00 
3 AMEE AG eh ndihkghunuseetdcawdinvnwenleiienanerahaaee 5, 232, 464. 71 1, 000, 000. 00 900, 000. 00 
i i cticLkeatecksnigehuniceedbecawegme ee > Eh chuacanbetpcecpent’ 9, 031, 273. 51 2, 500, 000. 00 2, 300, 000. 00 
4 ee nn ee ae Tk, ere ee 11, 276, 687.37 | 9,031, 273. 51 8, 308, 771. 63 
ASSENT TES ARE RIE ER REE OM Se epee Pe RIS 10, 378, 538.42 | 11,276, 687.37 | 10, 825, 619. 88 
is nt hain pets t secgnctennmnaaedeile 9, 351,613.60 | 10,378, 538. 42 9, 963, 396. 88 
B BE AN ih deddndenbisddecsvasece quavevwscscueesbsousduee 9, 656,615.32 | 9,351,613. 60 8, 790, 516. 78 
4 Rea a iio i ad eel a 77, 562, 196.83 | 54,438,112.90 | 51, 135, 305.17 
z —— : aa 
4 1 Through Dec. 31, 1950. 
3 Apportionment of funds to the States, Alaska, Haw2ii, Puerto Rico, and the Virgin 
; Islands, for use in wildlife restoration projects for fiscal year 1951 pursuant to 
3 sec. 4 of the Pittman-Robertson Act approved Sept. 2, 1937 (50 Stat. 917), based 
3 upon an appropriation of $9,351,613.60 


Paid | Apportion- | | 



































| 
;, | Apportion-| ); | Total Fed. | | 
Area in license menton | Total Fed-| q,. : aioe ; 
State square — ae holders, basis of | eral appor-| ©! se oun yg id cote 
miles — fiscal year| license | tionment | "!)utions | for projects 
a 1949 holders | | 
Aiea So. os. 51,609) $76,047.43] 251,984) $82, 537.80) $158,585.23) $52,861.74) $211,446. 97 
SN inn askin .---| 113,909) 167,848.37 61,558} 20,171.43) 188,019. 80 62, 673.27) 250, 693. 07 
Arkansas............- 53,102) 78,247.41) 202,371) 66,313.29) 144,560.70) 48,186.90) 192, 747.60 
California........... 158, 693) 233,838.96] 504,450) 165,299.07) 399, 138.03) 133, 046. 01 532, 184. 04 
Se 104, 247) 153,611.12} 371,724) 121,807.18} 275,418.30} 91,806.10} 367, 224.40 
Connecticut_...._.... 5,009] 21,683.79] 48,668} 21,683.79) 43,367.58] 14,455.86] 57, 823. 44 
pear Ree oa 2, a 21, 683. 79 21,158] 21,683.79) 43,367.58) 14,455.86] 57,823.44 
is sieceicn ss. 58, 56 86, 289.94) 106,582} 34,924.98! 121,214.92) 40,404.97} 161,619.89 
i i he 58,876) 86, 755. 58 164,749; 53,985.25) 140,740.83) 46,913.61 187, 654. 44 
Ree o-oo 83, 557) 123,123.78} 168,133) 55,094.12) 178,217.90) 59,405.97] 237, 623.87 
OE Ee 56,400) 3,107.11] 470,855) 154,290.60) 237,397.71) 79, 132.57} 316, 530. 28 
RN il a ean on 36,291} §3,475.89] 408,051) 133,710.88) 187, 186.77 395. 249, 582. 36 
MURR Sus iececls 56,280} 2930.20) 349,300} 114,459.24) 197, 389. 53) 7 263, 186. 04 
NSE En 82, 276; 121, 236. 19 190, 845 62, 536.43} 183, 772. 62 fil, 257. 54 2415, 030. 16 
Kentucky__........- 40,395] 59, 523. 26 218, 336 71, 544.73) 131, 067.99 43, 689. 33 174, 757. 32 
nme ibd et ant 4s, bas 71, 500.12} 222,201) 72,811.22) 144,311.34) 48,103.78} 192,415.12 
eA dice nag 33,215) 48,943.31] 136,380) 44,689.24) 93,632.55) 31,210.85) 124,843.40 
Maryland.._......_-- 10, 577} 15, 585. 53 116, 321 38,116.27) 53, 701.80 17, 900. 60} 71, 602. 40 
: Masssachusetts. . ...- 8,257; 12,166.94) 174,133) 57,060.21] 69,227.15 ’ § 
€ Michigan. -.........- 58,216} 85,783.05} 977,879] 320,433.13) 406, 216.18 
; Minnesota... ._.....- 84,068] 123,876.75] 505,970) 165,797.15) 289, 673. 90) 
‘ — ri Alaa 47,716} 70,310.98 190,596; 62,454.84] 132,765.82 
4 BEG Sic ch dewsi 69, 674) 102,666.76] 332,989] 109,114.43) 211,781.19 
5 Montana.........-_- 147,138} 916,812.32} 170,490] 55,866.47] 272.678. 79) 
< Nebraska... .......... 77,237| 113.811.07| 222,146} 72,793.20) 186, 604. 27 
g PON wis 5h 0t =i 110, 540; 162,884.05} 24,172) 7,920.72) 170,804.77 34. 95 39. 66 
a New Hampshire... - 9,304) 13,709.73] 106,196; 34,798.49) 48,508.22 16, 169. 41 64, 677. 63 
% New Jersey .........- 7,836) 11,546.58) 142,572) 46,718.25) 58,264.83) 19, 421.61 77, 686. 44 
: New Mexico... .....- 121, 666} 179,278.55) 56,503) 18,515.00] 197,793.55| 65,931.18] 263,724.73 
4 New York...........| 49,576} 73,051.74] 847,314) 277,649.36] 350,701.10! 116,900.37] 467,601.47 
& North Carolina... -_. 52,712| 77,672.73} 284,448) 93,208.43) 170,881.16) 56,960.39) 227,841.55 
3 pg Dakota........ pe 104, 127. 03 oe = 270.68] 139,397.71] 46,465.90} 185, 863. 61 
¢ Rircdedickddccus¢~- 1,222} 60,741. 87 18,292) 235,371.20) 206,113.07; 98,704.36] 394,817.43 
; Oklahoma._.........- 69,919) 103,027.77} 187,934) 61,582.55) 164,610.32) 54,870.11] 219,480.43 
a COs oc coc cana e 96,981; 142,904.45} 217,403) 71,239.00) 214,143.45) 71,381.15] 285, 524. 60 
& Pennsylvania..__.__. 45,333] 66,799.55) 878,669) 287,923.82) 354,723.37) 118,241.12) 472,964.49 
q Rhode Island. _.____. 1,214) 21, 683. 79 13,134} 21,683.79} 43,367.58! 14, 455. 86 57, 823. 44 
2 South Carolina.......| 31,055} 45,760.49} 140,746) 46,119.90] 91,880.39, 30,626.80} 122,507.19 
4 South Dakota..._...- 77, 047| 113,531.10} 194,829) 63,841.91} 177,373.01] 59,124.34] 236, 497.35 
* TeeeT...=-------- aa 62, 250.76] 282, 804) a 669.72] 154,920.48) 51,640.16] 206, 560. 64 
Z NE ieniidaedpasdy » oe 216, 837.92} 293,206; 216,837.92) 433,675.84) 144,558.61] 578, 234.45 
i Utah. Seat 84, 916 125,126.31] 122.732) 40, 217.04| 165,343.35 55.114.45| 220, 457.80 
a ermont...........-- ‘ 21, 683. 79 74, 204 21,683.79} 43,367.58 14, 455. 86 57, 823. 44 
; Rh hic cniccw contin 40,815; 60,142.14] 278,370) 91,216.78] 151,358.92) 50,452.97) 201,811.89 
Washington... ...__- 68,192} 100,482.98} 383,689) 125,727.89) 226,210.87) 75,403.62} 301,614.49 
West Virginia...._... 24,181} 35,631.44] 323,878] 106,128.92} 141,760.36] 47,253.45| 189, 013. 81 
Wisconsin... .......- 56,154) 82,744.63} 421,343) 138,066.42) 220,811.05) 73,603.69] 294, 414.74 
Wyoming. ..........- 97,914) 144,279.25) 70,764) 23, 188.07] 167,467.32} 55,822.44) 223, 289. 76 
United States. .|3, 022, 31814, 336, 758. 39|12, 758, 6984, 336, 758. 39)8, 673, 516. 78/2, 891, 172. 26)11, 564, 689. 04 
Deductions for projects in Alaska, $75,000; Hawaii, $25,000; Puerto 
Rico, $8,500; and the Virgin Islands, $8,500__..................--- 117, 000. 00}__......... 117, 000. 00 
Deductions for administration of the act..............-...-...--..- 561, 096. 82) _______.... sachin os 8 
Neen ee ene 19, 351, 613.60).__.___.___- /11, 681, 689. 04 











Note.—Amendment of July 24, 1946, places maximum limitation of 5 percent on States thus affecting 


me -— a minimum limitation of 44 of 1 percent affecting Connecticut, Delaware, Rhode Island, and 
ermont. 
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BRANCH OF GAME MANAGEMENT 
SCOPE OF ACTIVITIES 


The Branch is responsible for the administration and enforcement 
of Federal statutes and regulations for the protection and conserva- 
tion of wild birds, mammals, black bass, and other game fish, the 
Alaska game law, the Sockeye Salmon Fishery Act, Northern Pacific 
Halibut Act; the act to regulate the landings, delivery, cure, and 
sale of sponges; prepares drafts to the Migratory Bird Treaty Act 
and the Alaska game law; issues permits to take, possess, buy, sell, 
and transport migratory birds for scientific and propagating purposes; 
is in charge of operations for the abatement of damage to agricultural 
crops caused by unusual concentrations of injurious birds; conducts 
the annual midwinter inventory of migratory waterfowl; studies 
nesting conditions; conducts bag checks; collects other hunting and 
kill data from gunners; and disseminates information on game laws 
and practical conservation schools for farmers, sportsmen’s organiza- 
tions, and the hunting public in general. 


SUMMARY OF ACTIVITIES AND REPORT ON PROGRESS 


Law enforcement activities 

Since World War IT there has been a steady increase in the ranks of 
American waterfowl hunters. Advertising on the part of arms com- 
panies, articles citing the thrills of duck hunting, development of road 
nets into areas formerly inaccessible, and the ready availability of 
hunting equipment at reasonable cost all have contributed toward 
putting more people in the field each hunting season. 

During the calendar year 1950 approximately 1,725,000 waterfowl 
hunters purchased a $2 migratory bird hunting stamp. Hunting 
success in 1950 varied throughout the United States. Mild weather in 
several normally good waterfowl areas caused a reduction in kill, 
while inclement weather in other States provided wildfowlers with 
the best hunting they had had in years. 

In 1950, as a result of a congressional appropriation and increased 
revenue derived from the sale of migratory bird hunting stamps, the 
enforcement arm of the Fish and Wildlife Service, made up of United 
States game-management agents, was increased in number from 74 
to 100 men. Experienced officers formerly employed by State con- 
servation departments were selected from the civil-service register 
established as a result of an examination given for the position. In 
each instance the individuals selected were recognized as being out- 
standing men in their field. 

United States game-management agents are charged with the re- 
sponsibility of enforcing the Federal conservation laws and regulations 
throughout the United States and Alaska. Agents are assigned to 
areas frequented by waterfowl and in which there is a definite need 
for their services. The number of men assigned to each State is 
dependent upon conditions affecting the resource. 

A number of States present specific and difficult problems of en- 
forcement. Maryland and Virginia along the east coast are difficult 
to patrol and much illegal trapping of wild ducks has occurred there 
in past years. Baiting of waterfowl, which is contrary to the Federal 
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regulations, is still engaged in by too many hunters in these States. 
Inasmuch as this illegal practice is condoned by certain segments of 
the population, it is difficult to control in its entirety. In addition to 
personnel assigned to normal ground patrol in these States, two aircraft 
are being used for the purpose of detecting violations. Air-ground 
radio communication has made it possible “for Service personnel to 
apprehend a considerable number of violators found either baiting or 
trapping waterfowl. Last spring the United States game-manage- 
ment agent in charge of our activities in North Carolina, assisted by 
several State game wardens, apprehended 78 individuals in 1 day 
who were found to be killing loons, for which there is no open season. 
The adult members of the particular group, 60 in number, entered 
pleas of guilty in State court. 

Aircraft and air-ground communication aided materially in reducing 
violations involving the killing of rails from motorboats all along the 
east coast from South Carolina to Florida. 

Coastal Louisiana has annually presented a very difficult enforce- 
ment problem. During this past season a number of people, dis- 
eruntled because they did not agree with the Fish and Wildlife Service 
as to season dates, indicated that they were going to disregard both 
State and Federal conservation regulations. Their attitude necessi- 
tated the temporary assignment of several additional enforcement 
officers from the North-Central States to Louisiana. By January 1 
of this vear approximately 250 individuals were apprehended i in viola- 
tion of the Migratory Bird Treaty Act in this particular State. Those 
apprehended were not confined to any particular economic segment of 
the population as they included colored sharecroppers, public officials, 
and at least one member of the State legislature. 

As has been true for the past 2 or 3 years, seven agents assigned to 
the United States were detailed for a short period of time to assist in 
enforcing the sockeye salmon regulations and the “Jaska game laws in 
Alaska. Cases made as a result of their activities involved everything 
from closed-season fishing to bribery. 

Normally the Service has considerable difficulty with well-organized 
groups of market hunters'in California. Violators are known to have 
killed as high as 14,000 ducks in 60 days. Although a number of them 
have been apprehended, some continue to violate inasmuch as the 
financial return is great. Fortunately, due to weather and unseason- 
able floods during 19! 50, waterfowl were spread out in many areas in 
California, which reduced the opportunity to kill large numbers of 
ducks and the expected activities of market hunters failed to materi- 
alize. Six Alaska enforcement agents had been detailed to assist our 
California personnel and became familiar with the problems and com- 
plexity of game-management operations in the States. 

Several States have revamped their conservation departments and 
have placed much greater emphasis on the need for sound conservation 
practices than ever before. In general, the Service is receiving 
greater cooperation from State conservation departments than has 
been true in the past. To date financial limitations have precluded 
the possibility of our providing sufficient enforcement personnel to 
combat conditions which are known to exist in either the United 
States or Alaska. We believe that at least 150 men should do this 
work in the United States, several of whom are needed for the highly 
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that the f under-cover operations. Conditions in Alaska are such 
at the force operating there should be increased from 20 to 40 men. 

During the year 1950 a concerted effort was made by the Branch to 
provide field personnel with much-needed equipment. Two addi- 
tional aircraft were purchased, bringing the total now operating in the 
United States to six. New automobiles were obtained as replace- 
ments for worn-out equipment. Radios, binoculars, pistols, outboard 
motors, and boats were furnished to men who had been without them 
heretofore or had obsolete equipment that had been assigned pre- 
viously. 

The increase in our field force, plus the added equipment, has had a 
very decided effect. Areas formerly mene eee of lack of 
manpower have been given attention and violators who had been 
operating illegally for years were brought to book for the first time. 

A tabulation of cases and penalties for the past fiscal year to January 
1, 1951, follows: 


TaBLE 1.—Summary of penalties imposed during the year for violations of wildlife 
conservation laws, 1949-50 











| 
Fines and | Jail sentences 
Convictions costs days 

EY Te TS A oi once chew ca tuncbace 510 $34, 471. 57 1,115 
Migratory Bird Conservation Act.___...- pthiebnabadndiaetie 40 DD ccindusubdbaboe 

Migratory Bird Hunting Stamp Act-._.......-..-...--.-..... 58 TT tenn cnacee 
Black Bass Act_- ee sa ee ee 1 OD ier Pe eee 
Upper Mississippi River Refuge RM ee ree atl 1 RE ihe ciciiwe 
State prosecution from Lacey Act investigations __...........- 10 ef eee 
State laws, cooperative prosecutions -_-._-..............--..-..-- 2, 245 78, 077. 90 611 
DOO iin cee ee eh Se ad | 2,865 | 117, 225. 47 1, 626 


TABLE 2.—Cases of violations of the Migratory Bird Treaty Act disposed of during 
the year, and cases still pending June 30, 1950 











Disposition Number 
Corn bee ad 163 
pictaios Ne 826 
Nolle Rd oe ee aa 
Closed’ without prosecution. 989 
——_——|| Disposed of during year. _..............- 594 
NE as pe a es 594 Pending at end of year..........-...---- 395 


One hundred and twenty-six cases involving violations of the Alaska game law 
as amended in 1943 were closed during the year. Jail sentences were imposed in 
several: 10 days (2); 60 days (2); 90 days (1); and suspended in others as follows: 
30 aore (4); 60 days (2); and 90 days (1). Fines aggregating $12,303 were 
assessed. 

Twelve cases involving violations of the Sockeye Salmon Fishery Act of July 
29, 1947, were successfully concluded in State courts in Washington where fines 
totaling $1,100 were imposed. 
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United States game management agents have the following locations 


as their headquarters: 


Wetumpka, Ala. 
Phoenix, Ariz. 
Little Rock, Ark. 
Jonesboro, Ark. 
Berkeley, Calif. 
Sacramento, Calif. 
Los Angeles, Calif. 
Denver, Colo. 
Dover, Del. 
Orlando, Fla. 
Tallahassee, Fla. 
Macon, Ga. 
Savannah, Ga. 
Boise, Idaho 
Peoria, Ill. 
Havana, Ill. 
Anna, II. 
Logansport, Ind. 
Des Moines, lowa 
Burlington, lowa 
Hutchinson, Kans. 
Henderson, Ky. 
Alexandria, La. 
Crowley, La. 

New Orleans, La. 
Monroe, La, 
Cumberland Center, Maine 
Annapolis, Md. 
Cambridge, Md. 
Salisbury, Md. 
Plymouth, Mass, 
Bay City, Mich. 
Marshall, Mich. 
Worthington, Minn. 
Bemidji, Minn. 
St. Paul, Minn. 
Jackson, Miss. 
Jefferson City, Mo. 
Tarkio, Mo. 
Sikeston, Mo. 
Billings, Mont. 
Helena, Mont. 
Ames Nebr. 


Other activities 


North Platte, Nebr. 
Fallon, Nev. 

Toms River, N. J. 
Hancocks Bridge, N. J. 
Albuquerque, N. Mex. 
Blue Point, Long Island, N. Y. 
Auburn, N. Y. 
Wilmington, N. C. 
Washington, N. C. 
China Grove, N. C. 
Jamestown, N. Dak. 
Minot, N. Dak. 

Port Clinton, Ohio 
Sylvania, Ohio 
Oklahoma City, Okla. 
Muskogee, Okla. 
Portland, Oreg. 
Klamath Falls, Oreg. 
Pendleton, Oreg. 
Harrisburg, Pa. 
Columbia, 8. C. 
North Charleston, S. C. 
Aberdeen, 8. Dak. 
Platte, S. Dak. 
Nashville, Tenn. 
Memphis, Tenn. 
Houston, Tex. 

Del Rio, Tex. 

Fort Worth, Tex. 
Victoria, Tex. 

Corpus Christi, Tex. 
Lubbock, Tex. 

Salt Lake City, Utah 
Tappahannock, Va. 
Chincoteague, Va. 
Norfolk, Va. 

Seattle, Wash. 
Spokane, Wash. 
Charleston, W. Va. 
Oshkosh, Wis. 
LaCrosse, Wis. 

Fort Atkinson, Wis. 
Cheyenne, Wyo. 


Personnel of this branch of the Service have conducted widespread 
and comprehensive investigations not only in the United States, 
Canada, and Mexico, but also in the Caribbean and other areas in 
Central and South America, for the purpose of determining status 
of waterfowl on the North American Continent. The data thus 
obtained is of invaluable aid in promulgating waterfowl hunting 
regulations. Information obtained as a result of inventories and 
surveys has made it possible to create regulations most in keeping 
with conditions which will in turn assure the conservation and 


perpetuation of our wildlife resources. 
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Personnel of the branch, in addition to their other duties, also 
engaged in crop-depredation control work in 28 of the 48 States. 
Crop depredations were not too severe the past year as weather 
permitted the farmers to harvest the crops, which reduced the op- 
portunity for birds to do any great amount of damage. The branch 
has continued to develop more effective crop-damage devices and 
methods which have proven to be quite effective in most instances. 

Permits issued during the fiscal year to collect migratory birds for 
scientific purposes numbered 400; for propagating purposes 614; to 
take for propagation 11; and there were 127 banding permits issued. 
A total of approximately 36,000 migratory waterfowl were raised 
under Federal propagating permits, a decrease over last year of 
13,210. The number sold for food or propagating purposes was 
22,031 and 4,427 were liberated. 

At the end of the fiscal year there were permits outstanding as 
follows: Propagating, 3,982; scientific collecting, 2,538; scientific pos- 
session, 670; special possession, 3,642; and bird banding, 2,897. 

Depredation permits to alleviate crop damages by migratory birds 
issued from the offices of the regional directors numbered 752. 

Arrangements for United States game management agent schools 
of instruction to be held on a regional level were completed in 1950. 
The courses of instruction are in the process of being completed this 
year. These schools have given the branch an opportunity to orient 
the older employees and acquaint the newly appointed agents with 
the aims and mission of the Service. It is believed that the branch 
has made considerable progress and has done much toward assuming 
the responsibilities expected of it. It is impressed upon our field 
personnel that they should maintain the very best of public relations 
and sell the very decided need for conservation throughout the 
United States. 


BRANCH OF PREDATOR AND RODENT CONTROL 
SCOPE OF ACTIVITIES 


Service functions for the control of predatory animals and injurious 
rodents aid the public in reducing or preventing losses caused by 
certain species of wildlife harmful to the best interests of mankind. 
The program is carried out in cooperation with State, county, and 
municipal agencies, agricultural and livestock associations, industrial 
organizations ana individual citizens, many of whom contribute 
toward financing specific projects. Assistance is also provided to 
the Forest Service, Indian Service and Bureau of Land Management 
in controlling harmful forms of wildlife on public lands under juris- 
diction of those agencies. The work covers all sections of the United 
States and the Territories. It frequently involves technical advisory 
assistance to foreign countries. 


SUMMARY OF ACTIVITIES AND REPORT ON PROGRESS 


Methods employed for injurious mammal control were improved 
considerably during 1950. The effectiveness and efficiency of field 
operations were increased through careful application of new or 
improved lethal agents, repellents, and scare devices. In some 
instances damage by certain species of animals was reduced and even 
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revented by modifications in management practices. Progress was 
ikewise made in developing selective techniques which permitted 
removal of undesirable predators and rodents with minimum detri- 
mental effect on neutral or beneficial wildlife and domestic animals. 
These encouraging accomplishments contributed toward increased 
production of agricultural crops, livestock, game and manufactured 
products, much of which would otherwi ise have been destroyed by 
mammals whose habits conflict with man’s economy. 


Predatory animals 


In those areas where programs were organized for the control of 
predators, such as coyotes, many observers reported that losses to 
cattle, sheep, and domestic fowl were considerably less than in previous 
years. Stockmen attending the National Wool Grower’s convention 
in Casper, Wyo., during December stated that decided savings in 
manpower were likewise achieved, since extra herders were no longer 
needed to guard flock of sheep, particularly during the lambing season. 
Such savings alone were estimated to approximate several hundred 
man-years for the entire western sheep raising industry. In addition, 
freedom from harassing predators enabled livestock to gain weight 
faster and contributed toward more efficient use of the range. 

Many instances of benefits to other wildlife resulted from predatory- 
animal contro! activities. In Madoc and Lassen Counties, Calif. there 
were very noticeable increases in deer and antelope fawn survivals. 
Similar increases among both young and adults forms of these species 
were noted following control programs in Arizona, Montana, Nevada, 
Oregon, and Wyoming. Comparable survival of greater numbers 
of grouse, quail, and other ground nesting birds has been noted in 
Idaho, Montana, and the Dakotas. Wolf-control operations in 
Alaska resulted in appreciable increases among the herds of caribou, 
reindeer, and other wild game which are essential for both food and 
clothing to much of the native population. 

The development and use of selective control techniques was 
intensified during the year and gave further promise as a valuable 
Ww ildlife-management tool. Fur bearers, such as mink and marten, 
were largely protected by avoiding placement of lethal baits for 
predators in timbered areas and along streams. Careful placement 
of widely spaced control materials in remote areas effectively removed 
long-ranging wolves and coyotes, but resulted in negligible detri- 
mental effect upon foxes and other short- -ranging carnivora. ‘Tests 
of selective control techniques on the Sitgreave ‘National Forest in 
Arizona indicated that after 3 years the populations of fur bearers 
was much greater than when the program started. The methods 
employed to attain such selectivity were the result of many years study 
of wild-animal habits, behavior, and inter-relationships. They are 
increasingly important in the ever-growing conflict between man and 
nature. 


Rodents 


Better protection to both food and public health resulted from the 
application of improved methods for the control of rats and house 
mice. During the year testing and introduction of the new rodenti- 
cide, warfarin, was carried out by the Service in cooperation with other 
agencies. Field use of this new chemical enabled better control of all 
forms of highly destructive, disease-carrying commensal rodents, 











82 FEDERAL WILDLIFE CONSERVATION ACTIVITIES, 1950 


particularly in the South, where previous methods were only partially 
effective. In addition, new findings concerning habits and behavior 
of these pests, especially house mice, made possible their more com- 
plete destruction in food plants and storage warehouses. 

Damage by many forms of field rodents was appreciably reduced 
through application of modern control methods. These measures 
were especially effective against prairie dogs, pocket gophers, and 
ground squirrels in the West, woodchucks in the East, and sugarcane- 
and vegetable-destroying cotton rats in the South. For the first time 
in history, satisfactory mole control was attained in portions of Oregon, 
and this State was also a proving ground for a technique that promises 
effective control of tree-seed-eating mice which have long hampered 
the reforestation of logged and burned-over forest areas. Pine mice 
continued to be highly destructive to eastern orchardists, and in spite 
ae efforts, remained public enemy No. 1 to the fruit-growing 
industry. 

As - the case of predators, selective control techniques were also 
practiced for the eradication of harmful field rodents. These color- 
blind pests readily consumed lethal grains which had been treated 
with bird-repellent green or yellow dyes. Further selectivity was 
attained by a choice of baits unattractive to some forms of wildlife 
and domestic animals. Careful placement of such materials in con- 
cealed locations frequented by field rodents, and the employment of 
covered bait stations for rats and mice, materially reduced the hazard 
of toxic agents. The utilization of poisons in amounts lethal to 
rodents but not to larger animals further contributed toward greater 
selectivity of methods employed. 

Pioneer work of the Fish and Wildlife Service in controlling harmful 
animals has become widely recognized throughout the world. As a 
result, many foreign requests for technical assistance and advice were 
received during the year. Assistance of this nature was provided 
through cooperation of agencies such as the Pan American Sanitary 
Bureau and the Food Agriculture Organization of the United Nations. 
In addition, visitors from several countries were aided by means of 
direct interviews and inspections of control projects in various parts 
of the country. Service personnel were assigned for short periods to 
Mexico, Canada, and the Virgin Islands to instruct officials in the 
control of rats, field rodents, and predators. 

Outbreaks of rabies in wildlife occurred in many parts of the 
Nation during 1950. Measures taken to suppress this animal-borne 
disease were successfully applied in the Southeastern States and 
California. In such instances, trappers were employed to reduce 
fox and coyote populations below the level at which disease trans- 
mission usually occurs. During recent years, the pronounced upsurge 
in small carnivorous animal population adds emphasis to the threat 
of possible rabies epidemics among such animals and a corresponding 
increased danger of infection to pets, livestock, as well as human 
beings. The growing threat of rabies infection requires constant 
vigilance to prevent epidemics from reaching dangerous proportions. 
There were a number of instances last year where its spread was not 
abated because of inadequate facilities to cope with the problem. 
Assistance of a similar nature was also provided to public health 
agencies in numerous cities to reduce both economic losses and the 
incidence of rat-borne diseases such as typhus. The prevention of 
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many forms of contagion transmitted by some mammals contributed 
a great deal toward economic savings, public health, and general 
wildlife conservation. 

The recorded catch of predatory animals for the fiscal year 1950 
included 66,281 coyotes, 1,159 wolves, 10,874 bobcats and lynxes, 
753 stock-killing bears, and 236 mountain lions. In rodent control 
operations 12,159,797 acres of land were treated for the elimination 
of prairie dogs, ground squirrels, pocket gophers, jack rabbits, field 
mice, cotton rats, kangaroo rats, porcupines, woodchucks, and moles. 
In addition 451,187 premises were treated in cooperative campaigns 
for the control of house rats. 


BRANCH OF WILDLIFE REFUGES 


It is the responsibility of this Branch to plan and execute a balanced 
wildlife program for the establishment, development, and manage- 
ment of refuges for migratory waterfowl, big-game animals, and other 
forms of wildlife throughout the United States and its possessions. 
This requires investigations to determine methods of improving 
habitat for wildlife, determining the existing or potential waterfowl 
and big-game food resources, and gathering data for developing water 
resources on the refuges. It also reviews general construction plans 
for the refuges, and is responsible for the direction of land use and the 
administration of policies on haying, grazing, utilization of fur re- 
sources, sale of surplus products, recreation, fishing, and other per- 
missible uses. This branch directs activities on established refuges 
to insure proper protection against fire and trespass and to provide 
for the maintenance of water-control structures, buildings, and other 
improvements. 

SCOPE OF ACTIVITIES 


The present system of national wildlife refuges has proved a major 
factor in safeguarding the continental waterfowl resource. Without 
these nesting, resting, and wintering areas, the present unsatisfactorily 
low reserve might be beyond recovery. 

Migratory waterfowl are a resource of great recreational importance 
to American sportsmen. Within the United States approximately 
2,000,000 licensed waterfowl hunters depend each year on the fall 
flights of ducks and geese for sport during the annual hunting season. 

Waterfowl are peculiarly a concern of the Federal Government be- 
cause of their migratory habits. The spring and fall migrations carry 
some of these birds all the way from the Arctic Ocean into the northern 
part of South America. Because they cross international boundaries, 
passing different stages of their lives in different countries, they, along 
with most other migratory birds, are the subject of an international 
treaty with Great Britain (on behalf of Canada), and a convention 
with Mexico, drawn up for their protection. 

Out of the total of 282 wildlife refuges administered today by the 
Fish and Wildlife Service, 196 of these, with a total of 3,122,231 acres 
of marsh and water habitat, are dedicated to waterfowl production 
and protection. There are three types of waterfowl refuges—produc- 
tion refuges, migration refuges, and wintering refuges. The produc- 
tion refuges serve also as feeding and resting grounds for the birds 
migratory from more northern areas. A great deal has been done, 
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by the planting of crops, marsh development, and creation of im- 
poundments, to increase the natural waterfowl foods on these refuges. 

During the past several years the Service has been putting its chief 
emphasis on the development of wintering areas. This was necessary 
to bring the refuge system into better balance. The majority of new 
refuges established during the past few years has been in the South 
and West, where the birds badly needed additional winter protection. 

The Service makes every effort to locate its waterfowl refuges at 
strategic points along the migration paths followed by the birds, but 
there is also a recognized need for small wildlife areas to be developed 
between these larger refuges to compensate for the land removed from 
wildlife use by drainage and agriculture. In a great many localities 
there are tracts of waste land and small ponds that could be developed 
by the local communities into valuable and productive areas for water- 
fowl and fur animals. 

Providing the land for wildlife—the present national wildlife refuge 
program—has been accomplished entirely within the last half century. 
Actually, two-thirds of the areas have been secured and developed in 
the past 16 years. The refuge system was begun in 1903 with the 
establishment of Pelican Island Reservation in Florida to protect a 
large colony of brown pelicans. This was followed by the creation of 
other sanctuaries on islands, rocks, and on reservoirs in the West. 
By 1932, only a handful of refuges had been secured for waterfowl in 
accordance with the Migratory Bird Treaty Act of 1918 and the 
Migratory Bird Conservation Act of 1929. 

Plans had been developing for this refuge system for a number of 
years. The results of bird banding, food habits, and habitat studies 
furnished precise information as to the type of land required to support 
each of the many different species. Recommendations were on file 
as to the marsh and water areas or restorations needed on the breeding 
grounds in the North, along the four major flyways, and on the 
wintering grounds used by these birds, 

The refuge program was aided in many ways by funds from the 
Migratory Bird Hunting Stamp Act of 1934. When emergency funds 
became available in 1934 to buy lands for refuges, these refuge areas 
had to be improved and developed in various ways. Only asmall part 
of the emergency funds could be used for development purposes. The 
duck stamp fund supplied money for materials and equipment. 


SUMMARY OF ACTIVITIES AND REPORT ON PROGRESS 


Size of refuges 

Of the 282 refuges, 262 are in the United States; the remainder being 
in Alaska and the other Territories. Many of the areas in the United 
States were established to protect big game or colony-nesting birds, 
but 196, with over 3 million acres, are principally for waterfowl. About 
100 of these, distributed along the 4 principal flyways, are more than 
5,000 acres in extent. The figure of 5,000 acres is used arbitrarily. 
If it were actually a minimum requirement it would have excluded 
such important and key national wildlife refuges as Chautauqua in 
Iilinois; Waubay in South Dakota; Back Bay, Va.; and Willapa, 
Wash., the famous black brant feeding area. About a third of the 
larger refuges are wintering areas and these insure success in carrying 
over in healthy, well-fed condition a major part of the breeding stock. 
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These wintering areas are in greatest wae of crowding through loss 
of adjacent marsh habitat by drainage, oil pollution, or salt intrusion. 


Protection of existing refuges 


It is a constant fight on the part of this Service to protect refuges 
already acquired and developed for waterfowl. The Service is con- 
stantly fighting off attempts to encroach or destroy the gains of these 
restorations. As an example, the 142,000-acre Sabine National Wild- 
life Refuge in Louisiana has been saved for the time being, against 
great pressure to exploit its shell deposits. Similar threats of destruc- 
tion are now being made against Lake Catahoula in Louisiana. While 
it is not a national wildlife refuge, it is an outstanding waterfowl] area. 

With the increased concentration of birds on refuge areas, the 
result of protection, proper management of water levels, and increased 
food production, there is constant pressure to open existing refuges 
for public hunting. 

Public hunting on refuges 


Where refuges are large enough, and States have not yet provided 
adequate public shooting, portions of no less than 17 areas have been 
opened for waterfowl hunting. These refuges average about 51,000 
acres each, and provide a total of 872,000 acres of open hunting in 13 
States. In addition, upland-game and big-game hunting has been 
permitted on parts of 25 refuges, which average about 185,000 acres 
each, and provide an aggregate area of over 4 million acres, 

The $2 duck stamp will provide funds to acquire new refuge areas 
of which up to 25 percent can be opened for public hunting after 
July 1, 1952. Discretionary power is vested in the Secretary of the 
Interior for such action. 

Faster progress has been made in supplying public hunting where 
refuge areas have been established jointly by the State and Federal 
Government. As an example, the 19,700 acres of Federal land on 
Horicon National Wildlife Refuge have been matched by a comparable 
area by the State. The same is true on Mingo National Wildlife 
Refuge in Missouri, and Stillwater national wildlife management area 
in Nevada. Such programs guard against problems of private en- 
velopment of Federal areas such as is happening at Sand Lake Na- 
tional Wildlife Refuge in South Dakota. 

Several States have done outstanding jobs in establishing waterfowl 
areas through Federal aid funds adjacent to national wildlife refuges. 
This program holds one of the most practical means of providing 
many smaller refuge and public shooting grounds. 

Small private refuges and the improvement of club properties by the 
production of natural plantings have been encouraged in California 
and are becoming more important as natural marshes disappear under 
the expanding pressure of agriculture. 

Drainage, which has been encouraged as an aid to agriculture, is 
continuing to destroy many thousands of acres of duck marshes, both 
nesting and wintering, which adds to the crowding and attendant 
problems on Federal refuges. 

With this shrinkage of marsh area, there is a greater need for 
management of existing refuges for greater efficiency. Water supplies 
must be assured and safeguarded, levels regulated for best food 
production, and aquatic foods must be supplemented by cultivated 
crops in order to protect the basic breeding stock of birds. 
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With a diminished waterfowl population, other factors of loss, 
other than hazards of nesting—weather, early crop harvesting, and 
predators—must be attacked with new vigor. Many losses are 
accepted as fate, such as the destruction of birds by oil, off the New 
Jersey coast, or on the St. Clair Flats, near Detroit. There are laws 
applicable to these crimes and their enforcement should be demanded. 

he agencies responsible for pollution control have been woefully 
apathetic in enforcing these regulations. It is vitally important that 
public opinion be brought to bear on them. 

Loss of wintering marshes has resulted from placement of navigable 
canals and inland waterways, allowing intrusion of salt water with 
resultant loss of aquatic food supplies. 

Other factors such as disease are receiving some attention. Botu- 
lism has been studied for many years. Some progress has been made 
in preventing outbreaks and improved techniques have been developed 
for its treatment. Less progress has been made in the case of fowl 
cholera and lead poisoning. 


Multiple land use 


The practicability of combining wildlife management with other 
land use has been amply demonstrated in the operation of the national 
wildlife refuge system. This is shown to advantage on the 37,000- 
acre Tule Lake National Wildlife Refuge loca in Modoc and 
Siskiyou Counties, Calif., which was superimposed upon the sump 
and surrounding lands of the Klamath irrigation district. As a 
result of favorable water levels, large quantities of aquatic foods are 
produced, important in the feeding of migrant waterfowl. 

These waterfowl follow the Pacific Flyway on the spring flight north 
to their ancestral breeding grounds and return by it in the fall as the 
move southward to winter. The Pacific Flyway contains birds whic 
nest in all parts of Alaska, particularly the vast delta of the Yukon 
and the Kuskokwim Rivers, and from western Canada and the United 
States. Their wintering grounds begin as far north in California and 
Oregon as weather permits and lie southward into Mexico and Central 


America for certain species of ducks; the huge flocks of geese and ducks. 


remaining within the United States. 

The steady reduction in winter feeding grounds through drainage 
and agricultural exploitation has restricted the available habitat for 
these birds on the west coast. It has been demonstrated, both on the 
Tule Lake Refuge and on the 10,000-acre Sacramento National 
Wildlife Refuge near Willows, Calif., that these birds can be concen- 
trated on refuge grain fields after aquatic foods have been exhausted. 
Consequently, grain production on a cooperative basis has been per- 
mitted on lands surrounding the Tule Lake sump, while on the recentl 
acquired 2,300-acre Colusa and the 1,200-acre Sutter National Wild- 
life Refuges north of Sacramento, farming is done by refuge personnel. 

A program which originally held much promise for waterfowl, was 
the construction of reservoirs by the Corps of Engineers. Many of 
these are not adaptable due to great depths, steep banks, fluctuating 
water levels, and impossibility of producing food supplies. A few 
contained all the factors necessary and national wildlife refuges such 
as Salt Plains and Tishomingo in Oklahoma, and Hagerman in Texas 
have resulted. Recently, the policy on the part of the corps to lease 
all reservoir lands rather than purchase them in fee simple, defeats any 
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opportunity to produce food supplies on these agricultural lands. 
Consequently, several very promising areas were dropped from further 
consideration until marginal lands can be made available for waterfowl 
use. 


Economic use 


Whenever feasible, economic uses are permitted on the refuge areas 
so far as these uses are compatible with the objectives of the refuges. 
Limited grazing provides improved feeding areas for geese and in 
many instances reduces the fire hazard. Revenues from these econo- 
mic uses are paid into the Treasury of the United States and 25 percent 
of the amount is returned to the respective counties in which the 
refuges are located to assist in the maintenance of roads and schools. 

The farming program, accomplished largely by sharecropping land 
and leaving the rental portion in the fields for waterfowl, has been the 
chief means of increasing the wintering duck and goose population on 
the refuges. The importance of this phase of the refuge program in 
replacing normal waterfowl-feeding areas lost through exploitation is 
forcibly illustrated by the fact that standing grains left in the refuge 
fields are now being completely utilized. The Service, during the 
calendar year 1949, had approximately 48,983 acres of refuge lands 
under cultivation by private individuals or refuge personnel. These 
operations brought a return of 545,934 bushels of grain to 620 coopera- 
tive farmers and provided in addition to the green forage an estimated 
320,984 bushels of grain to the Government which were either har- 
vested or utilized in the field for wildlife feeding. Other important 
utilization activities on refuge lands were the grazing and haying 
operations carried out during 1949; 394 farmers cut 14,056 tons of 
hay from 36,681 acres and 1,057,434 acres provided 351,341 animal- 
unit months of grazing for 726 permittees plus a substantial cash 
return to the Government. 

The further expansion of the habitat improvement and supplemental 
food-production programs has been necessary because of the acceler- 
ated destruction of natural habitat through ill-advised drainage 
projects. Soil-conservation districts in the United States during 1949 
drained 4,629,784 acres for agricultural expansion. This represents 
a significant loss of wildlife habitat, compensation for which must be 
supplied by an intensive program of wildlife habitat development and 
improvement. Concerted and coordinated effort toward continued 
development, improvement, and maintenance of refuge habitat must 
be made to keep pace with the loss of natural habitat and preserve the 
present stock of wildlife. 


Refuge high lights 
At the Aransas National Wildlife Refuge, Austwell, Tex., a pair of 
captive whooping cranes—2 of the 37 birds remaining—nested during 
the spring of 1950. Incubation of the egg apparently began on April 
22, and thereafter constant daylight vigilance and observation from a 
20-foot tower were maintained over the nest on a salt grass flat 
located within a 150-acre fenced enclosure. The chick was hatched 
on May 25, after an incubation period of approximately 33 days. 
This was the first known successful attempt to breed whooping cranes 
in captivity, and it is regrettable that the venture, which gave every 
promise for success, ended in failure. The chick disappeared 3 days 
after hatching. The cause of loss could not be definitely established. 

836083—51——7 
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Legislation was introduced in the Congress in fiscal year 1950 
authorizing the establishment of a wildlife management area on the 
Florida keys. A small group of subtropical islands about a hundred 
miles south of the Florida mainland is the last retreat of the diminu- 
tive key deer, the smallest of its kind in the United States. This 
unique animal formerly ranged over most of the keys between Key 
Largo and Key West, but is now restricted to Big Pine Key and a few 
adjacent islands as a result of tourist traffic and commercial develop- 
ments. Its numbers, which have never been large and were estimated 
at 70 head in 1947, have been further reduced until possibly not more 
than 25 remain, and these face a precarious existence. The deer have 
persisted on the limited habitat of the keys despite increasing obstacles 
but immediate provision must be made for their survival if the species 
is to endure. The proposed legislation has the wholehearted support 
of national conservation organizations and public-spirited individuals 
who recognize that the species is on the verge of extinction. 

Big-game refuges 

The big-game refuges of the Service are particularly important. 
With few exceptions, the finest herds of American bison are on west- 
ern preserves. The National Bison Range, Mont., and the Yellow- 
stone National Park contain two of the oldest herds of these animals. 

Preservation of the prong-horned antelope has been assured through 
the establishment of the Hart Mountain National Antelope Refuge, 
Oreg., and the Charles Sheldon Antelope Refuge and Range in Nevada. 
It is expected that the mountain sheep will continue to be benefited on 
the Kofa and Cabeza Prieta Game Ranges, Ariz., and the Desert Game 
Range in Nevada. The various species of quail and grouse receive 
protection on all of these areas. 

Texas long-horned cattle, deer, buffalo, elk, and antelope are pro- 
tected on the Wichita Mountains Wildlife Refuge in Comance County, 
near Cache, Okla. It contains 61,287 acres and includes the major 
portion of the Wichita Mountains in southwestern Oklahoma. About 
one-third of the refuge has been developed primarily for recreational 
use—for picnicking, swimming, fishing, and other activities. Thou- 
sands of persons annually take advantage of the recreational oppor- 
tunities afforded. The refuge is also the site of the Easter sunrise 
service held annually under the auspices of an association of church 
organizations and leading citizens of nearby communities. 

The Little Pend Oreille Refuge in Stevens County, Wash., has been 
set aside and developed particularly to preserve the Rocky Mountain 
or Pend Oreille white-tailed deer, probably the largest of all North 
American white-tailed deer. 

The Sullys Hill National Game Preserve, in Benson County, N. 
Dak., with an area of 994 acres, gives sanctuary to buffalo, elk, deer, 
pheasants, geese, ducks, and other species of wildlife. The Fish and 
Wildlife Service administers the preserve primarily to maintain ex- 
hibition herds of big-game animals where they can be viewed by the 
public for educational purposes. 

The great importance of the National Elk Refuge in Teton County, 
Wyo., cannot be minimized in its safeguarding of the southern Yellow- 
stone or Jackson Hole elk herd—one of the last great herds of this 
species. The elk, or wapiti, is the largest, next to the moose, of the 
deer of North America. 
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In Cherry County, Nebr., the Fort Niobrara National Wildlife 
Refuge, of 19,122 acres, protects buffalo, the Texas long-horned 
cattle, and elk. The San Andres National Wildlife Refuge in Dona 
Ana County, N. Mex., containing 57,215 acres, was set aside in 1941 
for the bighorn sheep. Mule deer, white- winged dove, Mearn’s quail, 
Gambel’s “quail, and the scaled quail all find habitat to their liking on 
this area. The Fort Peck Game Range in Montana covers 946,944 
acres and affords protection to the antelope, deer, upland game, and 
waterfowl. 

BRANCH OF LANDS 


SCOPE OF ACTIVITIES 


The Branch of Lands plans and coordinates the lands program of 
the Service through its field offices. This Branch handles all matters 
concerning title custodianship of Service lands; maintenance of land 
ownership status maps and other records relative to land custodian- 
ship; investigation of claims arising incidental to land ownership, 
values, and boundaries; maintenance of land boundaries; procure- 
ment of rights-of-way and leasing of lands for use in connection with 
land administration; clearance of applications and permits for sub- 
ordinate land uses, including oil and gas applications; appraisal, 
negotiation, and acquisition of lands for Service purposes; ’ disposal of 
excess real property; appraisal of lands proposed to be acquired by 
the States under the Federal Aid in Wildlife Restoration Act; and 
coordination of actions to make Federal lands available for use by 
the States in wildlife conservation and management. 


SUMMARY OF ACTIVITIES AND REPORT ON PROGRESS 


Refuge land acquisition 


Steady progress has been made in the acquisition of lands for 
refuge purposes since the approval of the Migratory Bird Conserva- 
tion Act on February 18, 1929. At the time this act became effec- 
tive, there were a total of 77 refuges (4,646,000 acres), of which 12 
(4, 070 ,532 acres) were in Alaska. During the past fiscal year, fur- 
ther progress was made in acquiring lands to block in existing refuges. 
These acquisitions are summarized in table 1 

As of June 30, 1950, there were 17,183,716 acres in a total of 233 
refuges administered by the Service. Of this total, 30 refuges and 
administrative sites comprising 7,988,983 acres are located in Alaska, 
Hawaii, and Puerto Rico. (An additional 60 areas are managed on 
land administered under easements granted by owners for refuge pur- 
poses.) There are also 16 wildlife management units consisting of 
237,030 acres administered by six States under long-term leases. 
Under agreement, 10 fishery biology stations are operated by the 
Service in six different States, Hawaii, and Alaska. A total of ap- 
proximately 21,099 acres of land is administered by the Service for 
fish-cultural purposes. This comprises 115 stations in 44 States. 
Table 2 summarizes the land holdings of the Service at the close of the 
fiscal year. 
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Progress under the act of August 14, 1946 (60 Stat. 1080; 16 U.S. C. 
661-666c) 

The act of August 14, 1946, entitled “An act to promote the con- 
servation of wildlife, fish, and game, and for other purposes,” provides 
the authority for making available for conservation purposes to the 
Service and the several States, areas acquired by the United States 
for the impoundment or the diversion of water, if such use does not 
interfere with the primary purpose for which the land was acquired. 
This act provides that a general plan for use of lands for wildlife con- 
servation purposes be approved by the head of the Department acquir- 
ing the land, the Secretary of the Interior, and the head of the agency 
exercising administration over the wildlife resources of the State 
wherein the waters and area lie. Under the provisions of the act, 
certain lands and waters acquired by the Department of the Army 
have been made available to the State of Delaware for wildlife con- 
servation purposes. There are presently in progress negotiations 
looking to the establishment of general plans whereby the States of 
Mississippi, Colorado, and Nebraska, and the Fish and Wildlife 
Service will share in the administration of certain lands acquired by 
the Department of the Army and the Reclamation Service for flood- 
control purposes. The Service has also reached an agreement for the 
administration of the Loxahatchee area in Florida. 


Lorahatchee National Wildlife Management Area 


The central and southern Florida flood control district in coopera- 
tion with the Department of the Army has acquired the title and con- 
servation rights to a large area of land in Palm Beach and adjacent 
counties for flood-control purposes. When the project is completed, 
there will be three retention pools, the most northerly of which will, 
under an agreement between the central and southern Florida flood- 
control district and the Fish and Wildlife Service, be administered by 
the Service as a wildlife-management area. This pool located in 
Palm Beach County contains approximately 100,000 acres of land 
and is predominantly an area of ponds, sloughs, and sawgrass marshes 
interspersed with numerous small tree islands or low hammocks. 
The area will form an important link in the system of national wild- 
life refuges, and a portion of the unit may be managed as a public 
shooting ground. It is an important wintering ground for water- 
fowl and can be developed and managed to encourage nesting by 
wood ducks and Florida mallards. In addition to the area made 
available by the central and southern Florida flood-control district, 
the Service is in process of acquiring a small additional area immedi- 
ately outside the flooded portion, to be used as an administrative site 
and for the production of green crops for waterfowl]. 

Appraisal of lands proposed for acquisition by the States 

Under the Federal Aid in Wildlife Restoration Act, the several 
States have been acquiring over a period of years, lands for wildlife 
conservation purposes. The Branch of Lands during the past fiscal 
year has appraised 105 proposed purchase units having a total ap- 
praised value of $6,500,000. Reports were completed covering 665 
individual ownerships. The lands selected by the States for acquisi- 
tion comprise 38 percent range land, 34 percent forest land, 10 per- 
cent agricultural land, and 18 percent wild land. 
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TaBLE 1.—Acreage acquired or in process of acquisition for national wildlife refuges 
under the Migratory Bird Conservation Act, by exchange, and act of Congress 


| Fiscal year 1950 


Purchased | 
Refuge Acquired under | : 
other than | Migratory | Total ac- = ae 
by pur- Bird Con-| quired wevanide 
chase servation | ye 


Piedmont 
Iowa.....- ee a a oO, RS BS 
Kentucky Kentucky Woodlands... 
Moosehorn 
Maryland 


Missouri. - - - 


Crescent Lake... ......- 
Valentine 
New Jersey Brigantine... __. 
New Mexico..........._._...| Bosque del Apache...__- 
OU ete ec sso ae he 
North Carolina 
North Dakota 


Lower Souris 
Upper Souris 


Oregon 

South Carolina 

Texas.......................| Laguna Atascosa 
aaa 
Chincoteague - . 








27, 615 | 23,010 
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Tan.iE 6.—Areas of national wildlife refuge units on privately owned land adminis- 
tered under easements granted by owners of fee title 





State and project Acres 


| 

Colorado: Kit Carson Bice | 

Montana: Ht 
Black Coulee | 
Creedman Coulee ! a : k 
Re 2, 352 |\ 

Halfbreed ied 3 3,097 |) 

Hewitt Lake! | | 

Lake Mason. - 

Lake Thibadeau ! 

Lamesteer 

Pishkun !___- 


State total 


North Dakota: 
Appert Lake_____.._- 
Ardoch !_ 
Billings Lake 
Bonehill 
Brumba.. a 
Buffalo Lake !_ 
Camp Lake____.. 
Canfield Lake 
Charles Lake 
Clearwater. ______. 
Cottonwood Lake ...._____- 
Dakota Lake._.._..__- 
Flickertail 
Florence Lake. __. 
Half-Way Lake____- 
Hiddenwood.__-_. 
Hobart Lake! 
Hutchinson _____- 
Johnson Lake ! 
Kelley Slough !__............- 
Lae Aux Mortes !__ 
Lake Elsie. -..-_. ; 
Lake George !____. 
Lake Tlo!_______- 
Lake Moraine 
Lake Nettie 
Lake Oliver a aabeee 
Lake Patricia. ........_- : 
Lake Zahj !_........ 
Lambs Lake.._...__. 
Legion Lake__. 
Little Goose 
Little Lake 


State and project 


North Dakota (continued) 


Long Lake !_. 
Lords Lake 

Lost Lake ; 
Maple River_- 
McLean ; 
Minnewastena 
Painted Woods 
Pioneer Lake 
Pleasant Lake 
Prairie Lake_- 
Pretty Rock 
Rabb Lake 

Rock Lake. 

Rose Lake. 
School Section Lake 
Shell Lake 
Sheyenne Lake 
Sibley Lake 
Silver Lake. - 
Snyder Lake 
Springwater Lake 
Stewart Lake! 
Stoney Slough 
Storm Lake !__. 
Sunburst Lake 
Tewaukan ! 
Tomahawk ___- 
White Lake. __- 
Wildfang Lake._____- 
Wild Rice Lake___- 
Willow Lake 
Wintering River- 
Wood Lake____ 
Yanktonai_..._._- 


State total____ 


I South Dakota: 


Bear Butte____. 
Lake Arconge 


pense total. .3..<-<. 
Wyoming: Evanston 


Grand total_ 


1 Additional acreage owned in fee by United States in these units is shown in tabulation of National 


Wildlife Refuge units on pp. 2 and 3. 
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TasLe 7.—Areas of fishery biology stations showing control of public domain lands, 
and including costs of service-acquired lands 


State and project 


California: 
Convict Creek 
Mill Creek 


BI ko icticnicinnnctente 
Connecticut: Milford. ...|.....-.- 
Florida: Pensacola 17 
Maine: Boothbay Harbor.|-..-..-- 
Massachusetts: Woods 

RN oe a 
North Carolina: Beaufort _|---.----- | 
Washington: Seattle __-.- 





All States 





Hawaii: Pearl Harbor___-- 
Alaska: Little Port Walter_| 


All Territories ae neee lan cegn 


Grand total 








TaB.E 8.—Areas of fish-cultural stations showing control of public domain lands, and 
including costs of service-acquired lands 





rrp eae eat 


| Executive or public land order 


Purchased | 
saeserpanapasietieenati ifeiieteertinenileeiisaiitaroeoes eee | Per- 
vise} | | mits 
Public domain or | and |Leased| Total 
Acres | Cost | agree- 
| | ments | 


State and project 


ary 


Alabama: 
Carbon Hill 
Elk River 





Arkansas: 
Corning 
Mammoth Spring... -- 





State total_.......-- 
California: Coleman 
Colorado: 


Crystal Lake 
Leadville............. 


State total 
Delaware: Dover_.........|_..- aaa: 
Florida: Welaka 











Georgia: 
Chattahoochee Forest.|_....... 








126; 591 |16, 100 


F—Forest Service, Department of Agriculture has secondary jurisdiction. 
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TaBie 8.— Areas of fish-cultural stations showing control of public domain lands, and 
including costs of service-acquired lands—Continued 


Executive or public land order Purchased 


| Per- 
Devise | mits | 


State and project Public domain or and |Leased| Tota 
Other; gift | Acres} Cost | agree- 


| nents 


Idaho: 


nem | oo 





Indiana: 
Rochester_...........-}- ee oo 
Gpaee tote sn. cc sn}. - sz meaty ; ’ 110, 479 | 








Towa: 
CN ec casa edad eaect Santee cok 
Guttenberg... ......-- 
Manchester 


State total _......- 
Kansas: Farlington.-_...- 
Kentucky: Louisville 
Louisiana: Natchitoches - - 


Maine: 


Sliae!l Sais! ~a-s 








~ 


LP RENTED TOLLE PENT TF 








Massachusetts: 
Berkshire 





Michigan: 
Charlevoix. ........... 


State total.........../ 


Minnesota: 


\ antinaht cian Ganeiniaigl ais aie wg akpaien 3 5, 300 
IRs Be con as pom VB tae 3 | 5,043 





























State total__......_.. 
Nebraska: Crawford 











| Estimated acreage, permit or agreement does not limit activity to definite described area. 


F—Forest Service, Department of Agriculture has secondary jurisdiction; Al—Bureau of Animal In- 
dustry, Department of Agriculture has primary jurisdiction. 
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Tas.e 8.—Areas of fish-cultural stations showing control of public domain lands, and 
including costs of service-acquired lands—Continued 




















State total __-.- 








1 ] 1 
Executive or public land order | Purchased we | ; 
er- | 
| Devise! | | mits | Pe 
State and project Public domain Le f | and /Leased| Total 4 
| Other| gift | Acres | Cost | agree-| 
| | ments | 
| Sole | al | Joint | 
y . | | i | 
New Hampshire: | i : 
Ree ai aid oe a sind i EE di neediecteektt. SON Sencatits 80 
Pic ecwonmien -| wleweis acne ; 40 |$4, 000 |... - 40 
ci ee ASR €NS J------| 40 | 4,000) 80 | | 120 
New Jersey: Pequest -------| 42 | 5,150 |. cael 42 ; 
j= ee >= | = . =a 4 
New Mexico: | 4 
SR ns a nccindiabreie --| 640 3, 266 | 40 680 4 
Eagle Nest......-...... chin dneeedivese==tbes 7 5 > 
SN ciel eanenmen | 24 | ait Sas deiies -| 24 i 
Bante Ross....<..1-0s | addin ahs defiant lila 77 | 7] efresnoa-} 
State total._.......-- a 24 | 7 | 640 3,266 |.......| 45 | 786 
‘ ——SS/_—Oeee—————— | = — = —— =| —— z ——— ——— — 
New York: . 
Cape Vincent -...-.--.- J------s 3 | 5 | 5,300 | ...---)..-----| 3 
eS? SS ee eee ee eed ~-|----=--|-------] 22 | -| 22 
CORGMING  Sodo so cnn ion citiiedinaee tm iadihenuatinecssed | | 97 {11,670 | _. -|-------| 7 
aT eee he eee ee ne a | ara n | rss eer 
State total. .........  csaneeaked beac Siesilh -| 3 | 102 |16,970} 22 |....--.} 127 
North Carolina: Toke a Prt | 
SIN bon ca dint aiidienst eee: il ud | 24 | 3,425 Sa 24 
MeKinney Lake ...0241 5. --s6<-].....----<].,<---}. G14;] le <a ividbaavbbewe 514 
Pistons Ware. 50k doe Gian nn ccseaceoas ; | 4 4 





North Dakota: 












Ohio: 
SN oS 
Senacaville 


State total __- 









Oklahoma: = 
Tishomingo. _. | 
Wichita Mts 


State total - - 






Oregon: 
Clackamas....... 
Delph Creek 





State total 






Pennsylvania: | 
Allegheny National 

Forest... | 

Lamar 















State total 









Rhode Island: Arcade 





Bevis) 


I on tachi eniaidt chen peel nica bee am Lecaeitcveue tide 

NRT So tn wekindantinn be eae ae ee 
a kaacaedieitae Gomatasalat deere a . 

State total. _......-- 


"198 {32,650 


193 (32, 650 



















































South Carolina: 









Orangeburg.-_.......-.. | | 
Orangeburg County-.- | 


Walhalla._____. See Sr ee 












State total 





















South Dakota: 
EI os ainiit nh si bietidindidinsin ees } 
Spearfish ats | 





State total 























1 Estimated acreage, permit or agreement does not limit activity to definite described area. 















State and project 


Executive or public land order | 





Public domain Devies 
| ~ | Other gift 
Second- | yoint 


ary | 


j 
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TaBLe 8.—Areas of fish-cultural stations showing control of public domain lands, and 
including costs of service-acquired lands—Continued 


Purchased 


emmereante Per- 
mits 

and 
Actes | Cost | agree- 


ments 





Tennessee: 



























































PUES bonne ini > didi leh weet patna en ote Ce oS oid 69 ($3, 425 | 
| Sei Sr Sroonperineackenne- a ak oi 718 |16, 936 
State total.........- cS ws hvdecidueiens _....| 787 20,361 |__.. 
Texas: _ | 
SL ES  seetelimidell anaes sdeassinel siadiaicisen Rete aah oe 7 | 21 | 50 
PONCE OR a news cs] edn c lee Pabb a cackewleeuts i 70 |. 
Inks Dam..-......---- | cs ienetinens | lw st atcha bedi ait dt eee 
San Angelo. ---......-- Sale neal ee eed | |} 118 | 5 | 2,000 
NE FON sites sf ake e nde] cnn cn ene [----:- Rlatkess ..-| 45 |12,850 
in nits ch bile th onelikinnlsnglencnset belie teiiaia cas | 3 eee 
Gtatetotel..........|....-..- C sstinen, sh ahiad ae oe) Pe) 
Utah: | 7 aN > | ngs - a 
Seen Bhar hier ib 
Vermont: 
Neen nnn eee 
St. Johnsbury-._--...-- 
0 SSS Pe. 
State total... _.....- 
Virginia: 
Fort Belvoir... .....-- ES ea 6 
Harrison Lake. ____--- _....| 254 113, 869 | 
ee Se * ee | 4 
Wytheville............ 17} 100 
State total _....| 271 |13,969| 10 
Washington: f | | ; , i a 
Bie White Salmon_.--|__.___- | 24 rand 7] 12 
Birdsview_.......-.-.-|..-.--- Terre BS a<e-f 1} 0) 1,478 
ie oth as dulitill s ocita dan cekas a a 10 
Entiat FURAN ee an ; 
Leavenworth___.......|....- 4 Ce ieicwthaaant | 875 | 11 |.- 
Leavenworth fish | | 
a Funibennnneeie dl séob sue Rikbih ab ck. iowa i. Ere? 
Little White Salmon_.| jaa Te 20 
I 10 | : -| | } a 
ed Rae an }+-+- he S eibican 1 | 10 250 
eT a ier rE | 8 |-- | 
I oie etawnss ce ate OB ail 2 
Winthrop_...........- Baer, su pe ae ay Bott) 
State total. _........ 10 |... j......| 983] 15] 46] 1,850] 213 
West Virginia; EU af. asa ee ON 
Rd ee |---------- Fe Lie 148 |39, 853 |.....-. 
ea lan on seal ane eee tlt Pll. were, a caal 9} 135 
White Sulphur Spring s_|__..... | tT eG gee ubeee D wadset | «969 E800 
State total ete anieeabcn [days | 182 |42, 488 | 
Wisconsin: aR a : eG | ie 
Ng Balai ete Makoto od Rete tain a, | 1-499 11,404. 1.......1 
La Crosse............. eae Reece 5 «| coeen 1 | 3 1 4} 
BONG ND 666s orth sles ested Highs dabestdebes Loe RS 89 | 16, 350 |... 
PE bch nne a cblaonneap |------==- sie cede “et 5 eh Se 
State total... ._.... ae fee ane 1] 214 |17,559 $ 
Wyoming: os. a4 sg. atk ee rin te wit, 
ee. Cat eck oui eindddes Sacsiciued $5¢ foe wack 10 : 
Saratoga........--...- en ae Di elena til icmink Wak ote |. 43} 800 |.... 
Yellowstone. .........-}.....-.- Sees aoc hima ene tahoe \. eta 140 | 
State total. _......-- eked 2 . 2 |} 10 43 | 800 40 | 
All States..........- 4,700} 1,389 |....-- | 2,609 | 1,818 | 7,240 |371,755 | 3, 261 
! 








1 Estimated acreage, permit or agreement does not limit activity to definite described area. 
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Leased! Total 























182 


10 | 129 
os 
89 
1 4 
ll 230 


10 
43 
40 
93 


§2 | 21,099 
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REVIEW OF ACTIVITIES AND ACCOMPLISHMENTS OF THE OFFICE 
OF RIVER BASIN STUDIES FOR THE CALENDAR YEAR 1950 


SCOPE OF ACTIVITIES 


The Fish and Wildlife Service is charged by Public Law 732, 
Seventy-ninth Congress, with the responsibility of investigating all 
Federal water-utilization projects, together with those of other agencies 
that operate under Federal permit, for the purpose of determining 
fish and wildlife benefits a losses which will result from the con- 
struction of such projects. Reports prepared by the Service’s Office 
of River Basin Studies contain recommendations designed to inform 
the construction agency of means and measures which may be taken 
to mitigate losses, or enhance values, of fish and wildlife resources. 
Such recommendations may propose alteration of structures, modifica- 
tion of operation, establishment of State and Federal wildlife manage- 
ment areas, development of wildlife habitat, and other measures as 
appropriate which may contribute to meeting the obligations of the 
Service and the needs of fish and wildlife resources. 


SUMMARY OF ACTIVITIES AND REPORT ON PROGRESS 


During the calendar year 1950, the Office of River Basin Studies 
completed investigations and reports on 90 Corps of Engineers proj- 
ects, 16 Bureau of Reclamation projects, and 8 Soil Conservation 
Service projects, exclusive of the Missouri River Basin. One report 
was prepared on a project being planned cooperatively by the Corps of 
Engineers and the Bureau of Reclamation, and an additional 47 
reports were issued on power projects, including those in the Missouri 
River Basin, subject to license by the Federal Power Commission. 
In the Missouri River Basin, 12 projects of the Corps of Engineers and 
26 of the Bureau of Reclamation were reported upon. Of these re- 
ports, eight presented plans for development of wildlife habitat for 
the purpose of mitigating losses to wildlife resulting from inundation 
of lands by reservoirs. 

Of the numerous contributions made to the advancement of fish 
and wildlife conservation and use, a few of the principal activities are 
outlined briefly in the following paragraphs. 


Drainage studies 

A new section of Drainage Studies was created in the Office of River 
Basin Studies on July 1, 1950, to work with the Soil Conservation 
Service and the Production and Marketing Administration, Depart- 
ment of Agriculture, on problems of land drainage as it affects wildlife. 

The main objective of the section is to (1) delineate the wet areas 
of the United States; (2) classify these areas as wildlife habitat; and 
(3) evaluate the lands for wildlife use. This will provide an inventory 
of remaining wet lands. : 

Following this delineation of wet lands by the Fish and Wildlife 
Service the Soil Conservation Service will (1) classify the lands from 
the standpoint of soil capabilities; (2) indicate the crops that could 
be produced upon these lands if drained; and (3) determine the eco- 
nomic need for such crops as could be produced on these lands. 

A study is being conducted in North and South Dakota and Minne- 
sota to determine the relative value of various types of potholes for 
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wildlife. Small water areas in this region have been found to be 
highly important for nesting of waterfowl. 


President’s Water Resources Policy Commission 


Fish and Wildlife Service statements were completed on 12 impor- 
tant representative river basins on which reports from the Depart- 
ment of the Interior had been requested by the President’s Water Re- 
sources Policy Commission. The Office of River Basin Studies parti- 
cipated extensively in the preparation and review of the Departmental 
reports which covered the Columbia, Central Valley of California, 
Colorado, Rio Grande, Missouri, Arkansas-White, Ohio, Connecticut, 
Delaware, Potomac, Alabama-Coosa, and the Tennessee River Basins. 
The statements described existing fish and wildlife resources and their 
future needs, existing and proposed Service properties, such as hatcher- 
ies and wildlife refuges, impacts of existing and proposed water 
development projects on fish and wildlife, and problems arising from 
conflicts between fish and wildlife interests and those concerned with 
flood control, navigation, hydroelectric power, drainage, and irrigation. 

The Office of River Basin Studies prepared statements summarizing 
Service policy in regard to various water resource matters for sub- 
mission to the Commission. Members of the Office represented the 
Service on two subcommittees of the Commission. 


Memoranda of understanding 


A memorandum of understanding was signed by the Bureau of 
Reclamation, Fish and Wildlife Service, and the various State agencies 
responsible for the administration of the fish and wildlife resources 
within the Missouri River Basin project. The purpose of the memo- 
randum of understanding is to outline spheres of interest and operation 
of the various wildlife conservation agencies and the Bureau of Rec- 
lamation in the water-use projects developed by that Bureau. It 
will serve as a means of providing effective coordination of the inter- 
related problems and programs. 

A similar joint statement of policy has recently been executed 
(January 23, 1951) by the Corps of Engineers, Fish and Wildlife 
Service, and the various State fish and wildlife agencies in the Mis- 
souri River Basin. 


Arkansas-White and Red River Basins 


In May 1950 the President requested that appropriate Federal 
agencies, in cooperation with the States, conduct a comprehensive 
survey of the Arkansas-White and Red River Basins in the States 
of Arkansas, Louisiana, Oklahoma, Texas, New Mexico, Colorado, 
Kansas, and Missouri. The Fish and Wildlife Service operates and 
maintains a number of wildlife refuges and fish-cultural stations 
within these basins. In addition, under the Federal aid to wildlife 
restoration program, there are wildlife areas being developed by the 
various States in the basin. The area provides key wintering habitat 
for waterfowl within both the central and Mississippi flyways. 

In broad outline the purpose of the Fish and Wildlife Service 
participation in the basin-wide surveys will be to procure, jointly with 
the State conservation departments concerned, a comprehensive 
knowledge of the existing fish and wildlife resources and their habitat 
and to demarcate those areas which will best lend themselves to 
development, including developments incident to water-utilization 
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plans formulated by the Corps of Engineers and the Bureau of Recla- 
mation, and soil-conservation measures evolved by the Soil Conserva- 
tion Service. 

New England-New York resources survey 


In response to a directive from the President, a comprehensive 
study of multiple-purpose resource developments for the New England- 
New York area has recently been initiated with participation by 
Federal and State agencies concerned. The Fish and Wildlife Service 
is participating by undertaking a complete survey of fish and wildlife 
resources and needs for their development. 

Basin-wide survey—Missouri River Basin 

Detailed investigations are being continued on a comprehensive 
survey of fish and wildlife resources in the Missouri River Basin. 
The survey is preparing basic information to be used in appraising the 
multiple-purpose program of water development in progress in this 
basin. The studies include creel censuses of representative reservoirs 
and streams, and intensive wildlife investigations on typical irrigation 
projects and lands proposed for irrigation. 

Wildlife habitat development 

The first of a series of developments designed to mitigate losses to, 
and enhancement of, wildlife resources in connection with water- 
development projects in the Missouri River Basin was initiated on 
April 17, 1950, at Angostura Reservoir in South Dakota. The develop- 
ment, which consists of specially designed plantations of trees and 
shrubs, is expected to provide winter cover and year-round habitat for 
game species, principally upland game. It will replace, in part, vege- 
tation along the Cheyenne River flooded by the reservoir. Similar 
plantings have been completed at Endors and Medicine Creek Reser- 
voirs located on tributaries of the Republican River in Nebraska. 

In each case the development work is planned cooperatively by 
the Service, the Bureau of Reclamation, and the State conservation 
departments. The latter agencies will assume maintenance and 
management of the plots after they have been developed. Necessary 
funds for the developments are included in the costs of construction of 
the individual water-use projects. 

As a result of cooperative planning by the South Dakota Depart- 
ment of Game, Fish, and Parks, the Corps of Engineers, and the Fish 
and Wildlife Service, a series of wildlife habitat plantings was started 
in the spring of 1950 on the Fort Randall Reservoir area, Missouri 
River. 

Project investigations 

Grasslands—California.—The grasslands area lies in the heart of 
the major remaining suitable wintering area for waterfowl in the lower 
San Joaquin Valley. With the purchase of water rights to 98,234 
acres of the grasslands by the United States for Central Valley 
project purposes, the loss of a significant portion of the waterfowl 

abitat in the lower valley is threatened. Seeking a means of amelio- 


rating the expected reduction of this habitat in the grasslands, the 
Fish and Wildlife Service and the Bureau of Reclamation, in coopera- 
tion with the California Division of Fish and Game, issued a report in 
October 1950 on Waterfowl Conservation in the Lower Joaquin 
Valley—Its Relation to the Grasslands and the Central Valley Project. 


ee aca esses kos! en eee 





FEDERAL WILDLIFE CONSERVATION ACTIVITIES, 1950 113 


Following a comprehensive 3-year study of the area and the problem, 
it was recommended that there be developed as an added feature of the 
Central Valley project, a water supply to supplement existing rights 
for (1) the Los Banos State Waterfowl Refuge, (2) a proposed enlarge- 
ment of the Los Banos State Waterfowl Refuge, and (3) a proposed 
Federal waterfowl-management area. It was further recommended 
that return flow and underground waters be developed to perpetuate 
the private grasslands area as waterfowl habitat, this to be accom- 
plished by the landowners. Fulfillment of this program will require 
implementing legislation. 

Rogue River project, Oregon.—The Bureau of Reclamation has pro- 
‘aaiot a plan (plan A) for irrigation, power, and flood control in the 
Rogue River Basin. This would involve construction of several dams, 
irrigation areas, and associated structures. 

The excellent salmon and steelhead trout fishery of the Rogue 
River is internationally famous. The scenic beauty of the stream, 
coupled with its outstanding fishery, draws many tourists each year. 
It has been estimated that about $3,500,000 was spent in 1949 by 
anglers who fished in the Rogue River Basin. It is considered that 
the proposed plan of water development would have far-reaching 
effects upon this valuable fishery resource. 

In its interim report of January 1950 the Service recommended that 
no dams be constructed on the main stem of the Rogue River and 
that this stream be preserved for the perpetuation of its fishery. It 
was also recommended that project construction be limited to pro- 
— lateral tributary impoundments with certain specified minimum 

ows. 

In a memorandum of October 4, 1950, the Secretary of the Interior 
directed agencies in the Department to assemble additional detailed 
information on the important scenic, recreational, and fish and wild- 
life resources of the basin. He also asked the Geological Survey and 
Bureau of Mines to conduct an accelerated program of basic data 
assembly and analyses. In compliance with the appropriate portion 
of his instructions, the Fish and Wildlife Service will conduct fishery 
investigations of the Rogue River and tributaries through a complete 
life cycle of the salmon and steelhead trout. Further action on the 
report of the Bureau of Reclamation is being withheld by the Depart- 
ment until the necessary information can be assembled. 

River-control operations on the Colorado River between Needles and 
Topock, Calif. and Ariz.—A preliminary report on this project was 
issued in July 1950. The plan of development includes dredging a 
new channel! for the river in the 10-mile reach between Needles and 
Topock. Dredging, which is well-advanced, will seriously affect the 
fishery of the river, the Needles-Topock marsh, and Three-Mile Lake. 

The reach of stream being channelized is mostly within the boundaries 
of Havasu Lake National Wildlife Refuge. This marsh is rated as one 
of the most important waterfowl areas, especially for geese, in the 
entire Colorado River Basin. The project has already dried up over 
90 percent of the refuge area and has resulted in exceedingly important 
wildlife losses. 


In a recent meeting between the Secretary’s office, the Bureau of 
Reclamation, and the Service, agreements were reached whereby 
legislation is to be drawn up authorizing reconstruction of the refuge, 
based on the report on the project by the Service. 
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Palisades project, Grays Lake, Idaho.—Grays Lake is located 25 
miles southwest of the Bureau’s proposed Palisades Reservoir on the 
Snake River in Idaho. This marsh at one time was one of the best 
natural wildlife areas in the western United States. Use of the lake 
water for irrigation purposes by the Fort Hall Indian Reservation 
since 1925 has drastically reduced this wildlife habitat through severe 
fluctuation of lake levels. 

In connection with the Palisades Reservoir, the Fish and Wildlife 
Service has proposed that an adequate water supply for stabilization 
of lake levels be established for Grays Lake through an exchange of 
Gray’s Lake water for Palisades Reservoir water. Public Law 864, 
EKighty-first Congress, provides that the Secretary of the Interior shall 
reserve not to exceed 55,000 acre-feet of active capacity in Palisades 
Reservoir for a period ending December 31, 1952, for replacement of 
Grays Lake storage, but no facilities in connection with the proposed 
wildlife management area at Grays Lake shall be built and no alloca- 
tion of construction costs of the Palisades Dam and Reservoir by 
reason of providing replacement storage to that area shall be made 
until the development, and operation, and maintenance of the wild- 
life management area has been authorized by act of Congress. Agree- 
ments regarding the water exchange have been reached, and author- 
izing legislation is now under study. 

Gavins Point Reservoir, S. Dak. and Nebr—Investigation of the 
wildlife resources of the area to be affected by the proposed Gavins 
Point Reservoir on the Missouri River revealed that a substantial 
loss to wildlife will result due to inundation of habitat. However, if 
the wildlife potential of the upper one-third of the reservoir is de- 
veloped, wildlife values, particularly waterfowl values, will increase 
and will result in an over-all gain for the project. In its preliminary 
evaluation report of August 1950, the Fish and Wildlife Service 
recommended that certain lands be used to further the national 
migratory waterfowl management program. In addition, wildlife 
management areas would be provided for the States of Nebraska and 
South Dakota. 

Harlan County Reservoir, Nebr—A Wildlife Habitat Develop- 
ment Report was prepared in November 1950, for the Harlan County 
Reservoir area, Republican River. The purpose of the development is 
the mitigation of losses to upland game and fur animals resulting from 
inundation of habitat in the reservoir site. The development areas 
will be managed by the Nebraska Game, Forestation, and Parks 
Commission. The report also recommends the establishment of a 
Federal waterfowl refuge which will provide suitable habitat for the 
extensive use of the reservoir by waterfowl in this strategic location on 
an important migratory route. 

Roseau River project, Minnesota.—The Corps of Engineers proposes 
to construct Big Swamp Reservoir on the Roseau River in northern 
Minnesota. The Big Swamp of the Roseau River is such a famous 
wildlife area that conservationists have been interested in its develop- 
ment for wildlife management purposes. Such a development can be 
coordinated with the corps’ plan for flood control. In its preliminary 
evaluation report of June 1950 the Fish and Wildlife Service recom- 
mended that a Federal waterfowl refuge be established, with certain 
portions designated as public shooting areas to be administered by the 
State of Minnesota. 
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Chesapeake and Delaware Canal, Del.—The Service assisted in 
negotiations whereby 5,000 acres of land contained in the right-of-way 
of the Chesapeake and Delaware Canal were made available by the 
Corps of Engineers to the Board of Fish and Game Commissioners of 
the State of Delaware for the development and management of wild- 
life habitat by transfer of jurisdiction under the provisions of para- 
graph 3 of the amended Coordination Act. 

ousatonic River navigation project, Connecticut.—A Service report 
pointed out that permanent and significant damage to shellfish and 
waterfowl resources in the vicinity of Nells Island, Conn., would result 
if this authorized project were constructed as planned. It was 
recommended that the Corps of Engineers abandon consideration of 
certain proposals by local communities for disposition of spoil in the 
strategically located and vitally important habitat in the vicinity of 
Nells Island. Alternate nearby sites for spoil disposal, which were 
suggested, have been adopted. 

Hanks Marsh, Oreg.—The proposed reclamation of this excellent 
waterfowl marsh of 1,200 acres on upper Klamath Lake was reported 
upon by the Service. The recommendation was made that the Bureau 
of Reclamation abandon drainage plans for the area and that it be 
reserved for waterfowl management purposes. The Oregon Game 
Commission has requested that this public land be placed under its 
control on a long-term basis. This could be accomplished by the 
transfer of primary jurisdiction of these lands from the Bureau of 
Reclamation to the Fish and Wildlife Service through a public land 
order and with a provision therein that the marsh be made available 
to the State. The amended Coordination Act (60 Stat. 1080) is the 
authority under which this could be consummated. 

Final action on the State’s request has not yet been taken by the 
Secretary of the Interior. 

Narrows Reservoir, Colo.—In a report of August 1950, the Service 
recommended that project lands in connection with the proposed 
Narrows Reservoir on the South Platte River in Colorado be made 
available for a waterfowl management area under the terms of Public 
Law 732, Seventy-ninth Congress. Such development will mitigate 
losses of, and possibly enhance, over-all waterfowl values. 

Saginaw Valley, Mich.—In connection with a flood-control project 
under consideration by the Corps of Engineers for the Saginaw Valley 
of Michigan, the Fish and Wildlife Service has proposed a combination 
Federal refuge and State wildlife management area on the Shiawassee 
Flats. Such a development would provide sanctuary areas for wild- 
life, particularly waterfowl, as well as public shooting grounds. 

Lower Nueces River project, Texas.—This project is proposed by the 
Bureau of Reclamation to furnish municipal and industrial water for 
Corpus Christi, Tex., and to afford temporary flood control. Sub- 
stantial losses to wildlife, especially deer and wild turkey, would 
result from construction of the Oakville Dam. In order to mitigate 
part of these losses, the Fish and Wildlife Service, in its preliminary 
report of November 1950, recommended that lands outside the taking 
pene the project be purchased and initially developed with project 

unds. 

Conemaugh Reservoir, Pa.—In connection with the Conemaugh 

eservoir project on the Conemaugh River in Pennsylvania, the Fish 
and Wildlife Service has initiated a comprehensive ecological study 
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of the wildlife of the reservoir site during pre- and post-impoundment 
periods. The area is proposed for wildlife management by the State 
of Pennsylvania. It 1s believed that the studies will provide much 
needed information on the effects of reservoirs on wildlife populations. 
It is expected that results of the studies may be applied to various 
other similar projects in the Northeast. 

Cheatham lock and dam, Tennessee.—In connection with the Cheat- 
ham lock and dam on the Cumberland River, a Corps of Engineers navi- 
gation project, the Fish and Wildlife Service has proposed a State 
waterfowl management area. Representatives of the Tennessee 
Game and Fish Commission have expressed a keen interest in estab- 
lishing a State waterfowl management area in this vicinity. Con- 
struction of the lock and dam as planned by the Corps of Engineers 
would result in net annual gains to the fishery resources, but net 
annual losses to wildlife. Effectuation of developments proposed by 
the Service would increase very substantially the annual value of fish 
and wildlife resources over that provided by existing project plans. 
Realization of these values, however, is contingent upon the Federal 
Government acquiring the affected lands by fee title rather than by 
flowage easements as planned by the Corps of Engineers. 

Power project No. 2024 (Guffey development) Idaho.—The Idaho 
Power Co. has applied for a license to construct a dam on the Snake 
River near Murphy, Idaho. The reservoir would inundate consid- 
erable wildlife habitat including several islands which are valuable 
particularly as nesting areas for “Canada geese. 

Upon recommendation of the Fish and Wildlife Service, a prelim- 
inary permit issued to the Idaho Power Co. by the Federal Power 
Commission stipulated that the licensee shall (1) construct, maintain, 
and operate such protective devices and comply with such reasonable 
modifications of the project structure and operation in the interest of 
fish and wildlife resources as may be hereafter prescribed by the Com- 
mission upon the recommendation of the Secretary of the Interior; 
(2) develop, in cooperation with the Idaho Fish and Game Depart- 
ment and the Fish and Wildlife Service, practical means of mitigating 
the losses to fish and wildlife resources caused by construction and 
operation of the project; and (3) acquire and transfer to the Idaho 
Fish and Game Department and the Fish and Wildlife Service, for 
wildlife conservation use, four islands downstream from the dam. 
Management of these islands will increase their value for wildlife, 
thus partially compensating for the loss of habitat in the reservoir 
area. 

Granby Dam, Colo.—Studies were continued in 1950 on the Granby 
Dam project with the view to assuring a minimum flow below the dam 
capable of conserving the valuable fishery of the Colorado River. 


OFFICE OF FOREIGN ACTIVITIES 


SCOPE OF ACTIVITIES 


The Office of Foreign Activities has primary responsibility within 
the Fish and Wildlife Service for the development and implementation 
of policy pertaining to the international conservation and utilization 
of fishery and wildlife resources. It serves a central liaison function 
for the Service with respect to the Department of State. It advises 
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the Department of State on international fishery and wildlife problems, 
and participates in the development of U nited States policy with 
respect to action deemed appropriate to meet such problems. In 
addition, it provides the Department of State with pertinent technical 
background information in this field, and prepares basic drafts of 
international agreements and diplomatic correspondence. 

The Office is responsible for carrying out various United States 
obligations under international agreements, such as og responsibility 
under the Whaling Convention “Act of 1949 (Public Law No. 676, 
8ist Cong., approved August 9, 1950), which implements the Inter- 
national Convention for the Regulation of Whaling concluded at 
Washington on December 2, 1946, for the licensing of United States 
whaling enterprises, certain enforcement responsibilities, and the 
biological and statistical investigations related to American whaling. 
It is also concerned with certain questions related to the operation 
of commissions established under international fishery and wildlife 
agreements, and is directly represented on some of the commissions. 

The Office administers technical projects in foreign countries at 
their request and with their cooperation, as well as foreign student- 
training programs, both of which are carried on under the provisions 
of the United States Information and Educational Exchange Act of 
1948 (Public Law 402, 80th Cong., approved January 27, 1948) ), and 
are proposed for the future under title 4 of the Foreign Economie 
Assistance Act of 1950 (Public Law 535, 8ist Cong., approved June 5, 
1950). Such projects frequently are conducted in cooperation with 
other branches of the Service. It administers the fishery research 
and development project in the Philippines and a student-training 
program for Filipinos under the authority of the Philippine Rehabili- 
tation Act of 1946 (Public Law 370, 79th Cong., approved April °° 
1946). 

INTERNATIONAL CONSERVATION ACTIVITIES 


International Convention for the Northwest Atlantic Fisheries 

The International Convention for the Northwest Atlantic Fisheries, 
which was concluded at Washington on February 8, 1949, entered into 
force on July 3, 1950, with the deposit of instruments of ratification 
by the United States, Canada, Iceland, and the United Kingdom. 
Denmark has subsequently ratified. Of the signatory Governments, 
France, Italy, Norway, Portugal, and Spain have not as yet deposited 
instruments of ratification. 

The convention has been implemented by Public Law 845, Eighty- 
first Congress, approved September 27, 1950. The three United 
States members of the Commission established under the terms of this 
convention were appointed by the President on January 15, 1951. 
They are Dr. Hilary J. Deason, Chief, Office of Foreign Activities, Fish 
and Wildlife Service, Department of the Interior, Bernhard Knollen- 
berg, author and lawyer of Chester, Conn.; and Francis W. Sargent, 
director, division of marine fisheries, Department of Conservation, 
Commonwealth of Massachusetts. 

This convention was designed to provide for international coopera- 
tion in the investigation of international fishery resources in the 
Northwest Atlantic area and to provide a means for the application of 
necessary management measures designed to maintain such interna- 
tional fishery resources at a maximum level of utilization. 
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In accordance with a provision of the final act of the international 
conference at which this convention was concluded, the United States 
will convene the first meeting of the International Commission for the 
Northwest Atlantic Fisheries at Washington on April 2, 1951. 
International Convention for the Regulation of Whaling 

The International Convention for the Regulation of Whaling con- 
cluded at Washington, December 2, 1946, entered into force on 
November 10, 1948. There are at present 16 member Governments, 
namely, the United States, Australia, Brazil, Canada, Denmark, 
France, Iceland, Mexico, Netherlands, New Zealand, Norway, 
Panama, Sweden, Union of South Africa, U.S. S. R., and the United 
Kingdom of Great Britain and Northern Ireland. 

This convention was implemented by Public Law 676, Eighty-first 
Congress, approved August 9, 1950. The International Whaling 
Commission established under the terms of this convention held its 
first meeting at London in May—June of 1949, its second meeting at 
Oslo in June-July 1950, and has scheduled its third meeting to convene 
at Cape Town, Union of South Africa, in July 1951. The President 
has appointed Dr. Remington Kellogg, Director, United States 
National Museum, as United States Commissioner on this Commis- 
sion, and Dr. Hilary J. Deason, Chief, Office of Foreign Activities, 
Fish and Wildlife Service, Department of the Interior, as Deputy 
Commissioner. 


United States-Mezxico Tuna Convention 

The convention between the United States and Mexico for the 
establishment of an international commission for the scientific investi- 
gation of tuna which was signed at Mexico City on January 25, 1949, 


entered into force on July 11, 1950, upon the exchange of ratifications 
by the two Governments. This convention was implemented by 
Public Law 764, Eighty-first Congress, approved September 7, 1950. 
The United States members of the Commission established under the 
terms of this convention, appointed by the President, are Milton C. 
James, Assistant Director, Fish and Wildlife Service, Department of 
the Interior; Eugene D. Bennett, lawyer, San Francisco; Lee F. 
Payne, Commissioner, Fish and Game Commission, Los Angeles, 
Calif.; and Gordon Sloan, lawyer, Astoria, Oreg. No Commission 
meetings have been held to date. 


United States-Costa Rica Tuna Convention 

The convention between the United States and Costa Rica for the 
establishment of an Inter-American Tropical Tuna Commission, 
which was signed at Washington on May 31, 1949, entered into force 
on March 3, 1950, upon the exchange of ratifications by the two 
Governments. This convention provides for subsequent adherence 
by other interested governments. It was implemented by Public Law 
764, Eighty-first Congress, approved September 7, 1950. 

The United States members of the Commission established under 
the terms of this convention, appointed by the President, are Milton 
C. James, Assistant Director, Fish and Wildlife Service, Department 
of the Interior; Eugene D. Bennett, lawyer, San Francisco; Lee F. 
Payne, commissioner, fish and game commission, Los Angeles, Calif. ; 
and Gordon Sloan, lawyer, Astoria, Oreg. The Commission held its 
first meeting at San Diego, Calif., in July 1950, and its second meeting 
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was convened at San Jose, Costa Rica, in February 1951. Effective 


January 1, 1951, the Commission has appointed Milner B. Schaeffer 
as its director of investigations. 


The International Convention for the Great Lakes Fisheries 


The convention between the United States and Canada for the 
development, protection, and conservation of the fisheries of the 
Great raion which was signed at Washington on April 2, 1946, is 
pending before the Senate Committee on Foreign Relations with 
regard to advice and consent to ratification. 


Port privileges convention 


The convention between the United States and Canada for the 
extension of certain port privileges to halibut fishing vessels on the 
Pacific coast of the two countries, which was signed at Ottawa on 
March 24, 1950, entered into force on July 13, 1950. 


INTERNATIONAL TECHNICAL COOPERATION 


Fishery mission to Mexico 

The fishery mission to Mexico was established in 1942, has continued 
in force since that time, and was renewed in October 1950. Owing to 
the many fishery problems common to the two countries, it is highly 
desirable to have a fishery expert of the United States resident in 
Mexico to advise the Government concerning technical and economic 
developments in this country, and to observe significant developments 
in Mexico and report them through the Embassy. The mission co- 
operates closely with the Mexican Directorate General of Fisheries 
and Allied Industries, which is a branch of the Ministry of Marine. 

During 1950 there was a continued and striking expansion of the 
Mexican shrimp fishery, which is by far the most valuable fishery of 
that country. Most of the shrimp are exported to the United States, 
and there was a 25-percent increase in exports during 1950, most of 
which increase came from the Pacific coast. Owing to the fact that 
certain of the shrimp populations of the Gulf of Mexico are drawn 
upon by the fleets of both Mexico and the United States, there is 
clearly a need for consideration of conservation measures and clarifi- 
cation of fishing rights to insure continued production on the basis of 
a sustained yield. Plans are being formulated for a program of inves- 
tigation to provide data which will serve as a firm basis for effective 
management. A program of investigation of shrimp migrations on 
the Pacific coast is already in operation under the sponsorship of the 
Instituto de Pesca del Pacifico, with the chief of the mission acting as 
research director. 


Fishery mission to Peru 


Early in 1949, on request of the Government of Peru, and in coop- 
eration with the Institute for Inter-American Affairs, the Fish and 
Wildlife Service sent a short-term mission to Peru to assist in solving 
numerous problems concerned with administration and management 
of fish and wildlife resources. In September, the mission was reacti- 
vated, and the staff increased by the addition of a fishery technologist 
and an expert in the management of the fisheries of inland waters for 

rief assignments. Gratifying progress has been made in attaining 
the objectives of the project. A large wholesale fish terminal has 
83603—51——9 
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been constructed in Lima; an experimental technological laboratory 
at Callao has been completed and staffed; sanitation standards for 
fishery products established and promuglated; and a management 
plan for inland waters formulated. 

On the basis of these developments, and others projected for the 
future, the outlook for increased and more effective use of available 
stocks of protein foods from the fisheries is excellent. In December, 
the Fish and Wildlife Service donated 100,000 brook trout eggs to 
the Government of Peru to assist in the development of subsistence 
and sport fishing in the elevated streams and lakes. They were 
transported by air, and arrived in Peru in good condition. 

In-service training grants 

The Fish and Wildlife Service continued its program of in-service 
training grants which provides opportunities to qualified students 
from other American Republics to receive training in several phases 
of fishery science and wildlife management. Grants are offered in 
fish culture, fresh-water fishery management, fishery biology, fishery 
economics, fishery technology, management of injurious wildlife, 
general wildlife management, and fur-resource technology. During 
1950, three students were undertaking training in the United States, 
all in the field of fishery biology. Two of these students were nationals 
of Peru, and one of Brazil. This program of training is an important 
aid to the program of technical missions in foreign countries, for it 

rovides a growing group of competent persons to assume responsi- 

ility in the aevelopment of plans founded upon the mission investi- 
gations. 

A special grant was made to a student from Thailand, who was 
already in the United States, to permit him to visit places of impor- 
tance as a supplement to his academic studies in fishery biology. 


Grants-in-aid to specialists 


This program provides grants-in-aid to persons of mature training 
and experience in the field of fish and wildlife conservation. The 
grants are commonly for a period of 3 months, and may be made to 
specialists of the United States for visits to other American Republics, 
or to those of other republics for visits in this country. In 1950, the 
only grant of this kind was made to a Brazilian specialist in fishery 
biology who visited numerous offices, laboratories, and field stations 
of Federal and State agencies. The program gives an excellent 
opportunity for the international exchange of information valuable 
to scientists and technicians concerned with the conservation of 
fishery and wildlife resources. 


Market survey of South America 


In June 1950, the Fish and Wildlife Service cooperated with the 
Office of Foreign Agricultural Relations of the Department of Agri- 
culture in carrying out a survey of existing and potential markets 
in Latin America for United States fishery products, particularly 
canned fish. A team of two specialists of the Service, traveling 
separately, visited almost all of the countries of South America, and 
obtained much valuable information on consumption of domestic 
and imported fishery products, and the outlook for increased mar- 
kets for products of the United States. The experts also made a 
survey of the kinds, quantity, and quality of processed fish produced 
in each of the countries. A report of the project is being prepared. 
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JAPANESE NATIONAL LEADERS 


During 1950 the Department of the Army sponsored a program 
of visits to the United States by a number of Japanese national 
leaders in divers fields of activity, as a part of the plan of democratic 
reorientation. The Fish and Wildlife Service cooperated in the pro- 
gram by arranging itineraries of 3 months for eight leaders in con- 
servation of fish and wildlife resources. The leaders made extended 
tours of the United States and visited many offices, laboratories, and 
field stations of Federal, State, and private conservation organiza- 
tions. The project was successful in providing opportunities for the 
leaders to learn modern concepts of conservation, and to observe 
methods of carrying out programs of management of resources to 
obtain maximum sustained yield. It is confidently expected that the 
fish and wildlife resources of Japan will profit notably by this program. 


PHILIPPINE FISHERY PROGRAM 


The program of fishery research and development in the Philippines 
and the student-training program for Filipinos in the United States 
were authorized by the Philippine Rehabilitation Act of 1946, and 
carried out in the period 1947-50 by the Fish and Wildlife Service. 
The aims and objectives of the Philippine fishery program, together 
with statements of progress in attainment, have been given in detail 
in earlier reports. 

It was recognized early that some of the objectives would require 
many years for full attainment, and that the program could make 
only a start on the proper course. Many and diverse factors are 
involved in the development of an effective fishing industry, and 
success depends upon integration and coordination of the numerous 
factors. Good progress was made in this direction, and there is a 
sound basis for confidence in further orderly development. One of 
the reasons for confidence is the fact that 125 Filipinos were given a 
yee of training in the fishing industry and related activities in the 

nited States. This considerable body of competent technicians is 
having and will continue to have a profound influence on development 
of the industry in the Philippines. 

The research and development program in the Philippines was 
terminated on June 30, 1950, and American members of the staff 
returned to the United States. In order to facilitate continuation of 
projects by the Philippine Bureau of Fisheries, much of the equipment 
and supplies was transferred to that agency. A final report of the 
entire program is now in preparation. Many general and technical 
reports have been published or are in course of publication. A list 
of these, classified according to the publication series of the Fish and 
Wildlife Service, or to the place of publication of others, is given below: 


RESEARCH REPORTS 


No. 15. Shark-Fishing Potentialities of the Philippine Seas. 

No. 16. Notes on the Biology of the Tiger Shark (Galeocerdo Arcticus) from 
Philippine Waters. 

No. 17. Guide to the Classification of Fishing Gear in the Philippines. 

No. 20, Check List of Philippine Fishes. 

No. 21. Key to the Families of Commercial Fishes in the Philippines, 

No. 22, Fishing-Gear Preservatives for Philippine Waters. 
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No. 23. Liver-Oil Properties of Philippine Sharks and Rays. 
No. 24. Temperature and Salt Purity Effects on the Manufacture of Fish Paste 
and Sauce. 
. Otter-Trawl Exploration in Philippine Waters. 
. Fish-Preserving Handbook from the Philippines. 
- Bacteriological Studies of Philippine Fishery Products. 
. Outlook for the Development of a Tuna Industry in the Philippines. 


CIRCULARS 
English and Local Common Names of Philippine Fishes. 


FISHERY BULLETINS 


. 46. “an on the Philippine Frigate Mackerels, Family Thunnidae, Genus 
uxis. 
. 538. Juvenile Forms of Neothunnus macropterus, Katsuwonus pelamis, and 
Euthynnus yaito from Philippine Seas. 
No. 55. Observations on the = te of Philippine Tuna. 
No. 57. Larvae of Tuna and Tuna-like Fishes from Philippine Waters. 


FISHERY LEAFLETS 


No, 377. Cosmopolitan Fish Cookery for the Philippines. 
No. 354. Reef Fishing in the Philippines. 


PUBLISHED IN THE PHILIPPINES 


Philippine Solar Salt Industry. Philippine Journ. Science, 78 (1), pp. 85-93, 1949. 

Fish and the Future of the Philippines. Philippine Fishery Program, Fish and 
Wildlife Service, 60 pp., 1949. 

Purer Salt for the Philippines. Special Bulletin, Institute of Science, Manila, 
in cooperation with U. e Fish and Wildlife Service, 12 pp., 1949. 

A Report on the Manning of Vessels Engaged in the Fisheries of the Philippines, 
1949. Philippine Fishery Program, U. 8. Fish and Wildlife Service, 13 pp.+ 
Appendixes A, B, and C, 1949. 

The Bakong Trolling Lure. Philippine Bureau of Fisheries and U. 8S. Fish and 
Wildlife Service, 3 pp., 1949. 

Otter Trawling. Philippine Fishery Program, U. 8. Fish and Wildlife Service, 
in cooperation with Philippine Bureau of Fisheries, 13 pp., 14 figs. (February 
1948: revised Jan. 1949 and Jan. 1950). 

A Report on the Capture, Transportation, and Marketing of Live Spiny Lobster 
in the Philippines. Philippine Fishery Program, U. 8. Fish and Wildlife 
Service, 36 pp., 1950. 

A Report on the Transportation and Marketing of Fresh Fish in the Manila 
Area. Philippine Fishery Program, U. 8. Fish and Wildlife Service, 25 pp., 
1950, 

WHALING INVESTIGATIONS 


The Secretary of the Interior, through the Fish and Wildlife Serv- 
ice, is responsible for the licensing of whaling enterprises in the United 
States, and for the conduct of biological and statistical investigations 
required under the terms of international agreements for the regula- 
tion of whaling, and for the promulgation and enforcement of regula- 
tions of the International Whaling Commission. 

Owing to the destruction by fire of essential parts of the only whalin 
station in the United States, it was not feasible to carry out field 
studies on whales and whaling in 1950. Accordingly, the biologist 
devoted himself primarily to ein research and writing. Special 
attention was given to Arctic cetacea and preparation of a section for 
an Arctic encyclopedia sponsored by the United States Navy. An- 
other major work was the preparation of a paper on The Whaling 
Industry; Whales, Dolphins, and Porpoises. A study was made of 
the status of the sperm whale, with particular reference to increased 
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demand for its products, increased exploitation during the past 
decade, and consequent need for reconsideration of protective meas- 
ures. 

The biologist made a brief field study of the Caribbean monk seal 
in the Gulf of Campeche. The monk seal was once abundant and 
economically valuable, but has become extremely rare in recent years, 
and apparently faces extinction. There is need for continued study 
of the species, with a view toward rehabilitation and effective manage- 
ment of an international basis. 


INTERNATIONAL ORGANIZATIONS 


Food and Agricultural Organization of the United Nations 


The fifth session of the FAO Conference was held in Washington in 
November 1949. The most important decision made was that of 
moving the Organization to its permanent headquarters in Rome, 
Italy, in February 1951. 

The work for 1950 included the following items: (1) Collection, 
analysis, and dissemination of information on fish cultural methods, 
fishing methods and gear, commodity studies, fishery research and 
educational institutions, fisheries resources, landing and trade statis- 
tics, nomenclature of commercially important fishes, and commodity 
standards; (2) promotion of international consultation through the 
establishment of additional regional fisheries councils and the servicing 
of existing and future regional councils; (3) direct technical aid 
through consulting services, technical meetings, and the publication 
of information on technical aspects of fisheries. 

In the period, September 24-29, 1950, a meeting on herring tech- 
nology was held at Bergen, Norway, with delegations from 12 nations, 
and a number of observers. The United States was represented by 
Harold E. Crowther, Fish and Wildlife Service (delegate), and Herbert 
C. Davis, president, Terminal Island Sea Foods, Ltd. (adviser). At 
the end of this meeting, another 2-day session was held for fishery 
technologists representing their several governments. 

During the past year, the FAO Fisheries Division continued to pub- 
lish the bimonthly Fisheries Bulletin in English, French, and Spanish 
editions, and in January 1950 introduced the first number of the World 
Fisheries Abstracts, also in the above three languages. This is a bi- 
monthly review of technical literature on fisheries and related indus- 
tries. The 1950 Yearbook of Fisheries Statistics, which includes pro- 
duction and trade statistics of most fishing countries, went to press in 
the early summer. Separate publications issued or prepared by the 
Fisheries Division during the past year include Report of the FAO 
Fisheries Mission for Thailand, a chapter on Latin American fisheries 
appearing in the report of the Joint Working Party of the Economic 
Commission for Latin America and the FAO, entitled Agricultural 
Requisites in Latin America, the fisheries section of the United Na- 
tions “Mission to Haiti’ and ‘‘Report on a Fisheries Project for Costa 
Rica” which was prepared by the Division for limited circulation. A 
report of great interest and value appeared in December 1950, en- 


titled “Fishery Research and Educational Institutions in North and 
South America.” 
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Indo-Pacific Fisheries Council 

The second annual meeting of the FAO-sponsored Indo-Pacific 
Fisheries Council was held in Cronulla, Australia, in April 1950. The 
United States was officially represented by Mr. O. E. Sette (delegate) 
and Mr. Charles Butler (alternate), both of the Fish and Wildlife 
Service. The Council elected Dr. J. D. F. Hardenberg of Indonesia 
as Chairman and Dr. D. V. Villadolid of the Philippines as Vice 
Chairman. Accomplishments of the meeting included arrangements 
for providing FAO with information concerning national fisheries pro- 
grams and the enlistment of experts for consultation in the region; a 
report to guide governments requesting technical assistance; arrange- 
ments for coordinating tuna research of various countries in the area; 
arrangements for furthering the expansion of fish culture in the region; 
and collaboration in fisheries matters with the South Pacific Commis- 
sion. The third meeting of the Council will be held in Madras, India, 
February 1—16, 1951. 


International Council for the Exploration of the Sea 

The Council held its thirty-eighth meeting in Copenhagen from 
October 2 to 10, 1950. Approximately 125 delegates and expert ad- 
visers from 12 European countries attended the meeting; and a few 
nonmember governments and organizations, including the United 
States, sent observers. A statement of the objectives and functions 
of the Council is given in the report, Federal Wildlife Conservation 
Activities, 1948. 

Work of the Council at the meeting of 1950 was carried out primarily 
by committees, such as those on herring, salmon and trout, whales, 
crustacea, hydrography, plankton, and statistics. Special attention 
was given to the herring fishery of the North Sea and areas farther 
north because of newly gained knowledge of fluctuations in abundance 
and migrations. Although there is some conflict in opinion concern- 
ing the interpretation of results of investigations, it is apparent that 
cooperative studies and free exchange of information is contributing 
to progress in understanding of the complex problems. Consideration 
was also given to transplantation of plaice, and to the stocks of salmon 
in the Baltic Sea. 


International Union for the Protection of Nature 

The second general assembly of the Union was held in Brussels 
during the period October 18-23, 1950. The United States sent no 
official delegation, but was represented by an observer, Dr. L. A. 
Walford, of the Fish and Wildlife Service. The meeting was devoted 
to a large number of problems concerning protection of biological re- 
sources on an international basis. It is hoped that this broad approach 
to the problems will result in more general recognition of the economic 
and cultural importance of plants and animals, and the need for 
effective protection. 


BRANCH OF COMMERCIAL FISHERIES 
SCOPE OF ACTIVITIES 


The Branch of Commercial Fisheries is concerned with the activities 
and welfare of the commercial fisheries in the United States and its 
Territories. Functions include: (1) Investigations to improve and 
develop methods for catching, handling, preserving, storing, and 
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transporting fishery products and byproducts; (2) determination of 
the composition, properties, and nutritive value of fishery products 
and byproducts; (3) development and improvement of fish cookery 
and home canning methods; (4) studying problems of sanitation and 
plant operation; (5) exploratory fishing to determine character and 
extent of resources and to test, devise, and demonstrate most effective 
gear and vessel types; (6) conducting surveys to collect, analyze, and 
disseminate statistics on the production, processing, and storage of 
fishery products; (7) conducting a fishery market news service for the 
collection and publication of current information relating to fishery 
commodities; (8) conducting an educational service to promote the 
free flow of fishery products in commerce; (9) developing and in- 
creasing markets for fishery products by assisting the industry in the 
problems of production and distribution; (10) economic research on 
costs, employment, labor, and prices in the fishing industry; and (11) 
collection of data on the activities of fishery cooperatives as required 
to assure their conformity with the provisions of the Cooperative 
Marketing Act. 

The commercial fisheries have been geared more closely to the 
national defense program as a result of the division of responsibility 
in allocation and priority power between the Department of Agricul- 
ture and the Department of the Interior. In an order issued on 
October 13, 1950, the Secretary of Agriculture delegated to the Sec- 
retary of the Interior authority for carrying out certain defense func- 
tions relating to the fisheries. As a result of this order, the Defense 
Fisheries Administration was established on December 4, and the 
Branch of Commercial Fisheries acts as a facilitating agency to that 
Administration. A number of fishery experts from the branch were 

assigned to the newly organized DFA. These men are well qualified 
to handle their new assignments because of their extensive experience 
in Federal fisheries work, their intimate knowledge of the problems 
involved, and their wide acquaintance in the fishing industry. The 
branch will also produce much of the fundamental data required by 
the DFA in the course of the national emergency. 


SUMMARY OF ACTIVITIES AND REPORT ON PROGRESS 


Technological researches and services 


The aim of the technological research program is to provide new 
scientific and technical information to the fishing industries in order 
to allow the fullest economic use of our available fishery resources. 
The research work involves a well-rounded program which includes 
scientific studies of purely fundamental nature as well as the practical 
application of this basic research. 

Laboratory tests on the freezing-fish-at-sea project have progressed 
to a point where large scale commercial tests were warranted. A 
surplus government trawler was obtained and it is now being re- 
conditioned and reconverted to provide, in one-half the fish hold 
refrigeration facilities for freezing fish at sea. The remaining half 
of the hold, which is equipped for icing and storage of fish, will not 
be changed. Comparative tests are contemplated using the proposed 
method of freezing fish at sea in the round (whole) with the usual 
method of icing of fish at sea 
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In general, there is a period of several days to 2 weeks or more lag 
between the capture of fish at sea and the landing of them at shore. 
Even though the fish are packed in crushed ice as soon as possible 
after landing, they often undergo considerable deterioration before 
entering the marketing channels. Efforts to devise methods for 
PPAR this lag period have not been entirely successful. Several 
commercial attempts have been made to completely process the fish 
aboard vessel, that is to prepare the fillets immediately after catching 
the fish, then packaging and freezing the fillets aboard vessel. The 
flavor, appearance, and texture of these fillets were far superior to 
those handled in the usual manner. However, these operations were 
not completely successful due to personnel problems and to the diffi- 
culty of carrying out the filleting and packaging operations at sea. 

Freezing fish in the round (whole) at sea seems to offer a solution to 
the problem. Ona laboratory scale, it has been found to be technically 
feasible to freeze the round fish at sea and to land them in this condi- 
tion. Immediately after landing the fish or after a limited storage 
period, they are thawed and filleted. The fillets are then packaged 
and refrozen. Fish fillets prepared in this manner showed superior 
flavor and texture over those handled in the usual manner by being 
iced at sea and filleted, packaged, and frozen ashore. 

The proposed method of freezing fish at sea, if successful, offers the 
possibility of production of uniformly high quality frozen fish fillets 
for human food. Since the fish are landed whole, the waste is not 
discarded but utilized in the preparation of high protein and high 
vitamin fish meal for animal feeding and the production of vitamin 
and fish body oils for human consumption and various industrial uses. 
Over-all, the practice would eventually mean an increase in the income 
of the individual fisherman, advanced efficiency of the industry as a 
whole, facilitate marketing, and possibly increase consumption and 
acceptability of uniform high-quality fish. 

Abundant supplies of little tuna (Huthynnus alletteratus) are found 
along the Atlantic coast from New England to Florida and large 
amounts are believed to exist in the Gulf area. Utilization of this 
potential resource depends upon the development of a suitable canned 
fish product. Extensive experimental packs have been completed 
and preliminary examinations of the canned products indicate that a 
good quality canned “little tuna’’ is commercially feasible. 

Development of the Columbia River calls for construction of many 
new dams. In order to conserve the commercial salmon fishery re- 
sources new hatcheries are being built. Even with the existing facili- 
ties, food of adequate nutritional value for hatchery fish is difficult to 
find. The entire program of saving the Columbia River salmon fish- 
ery is in jeopardy unless new foods for hatchery fish can be found. 
Competitive markets for the existing limited supply of hatchery food 
has increased the cost of the feed beyond practical use. 

Cooperative studies with State and other Federal hatcheries were 
carried out. The prime objective was to develop an optimum nutri- 
tional diet of lowest cost for use in artificial propagation of salmon in 
fish hatcheries. The studies involved: The collection and testing of 
raw material for hatchery feed; processing and preservation of raw 


material; and the analysis of hatchery materials. Results of experi- 
mental feeding tests with salmon waste indicated the feasibility of 
using selected portions of the waste. Arrangements are being made 
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to conduct a large scale feeding test. About 100,000 pounds of salmon 
waste (viscera and eggs) will be collected at Petersburg, Alaska, for 
use by Federal fish hatcheries for production of hatchery fish. This 
large scale test should also demonstrate whether or not it is practical 
to obtain such material for hatchery feed in Alaska if it is not available 
in quantity in the Puget Sound and Columbia River areas. 

Preliminary trials of the exploratory vessel John N. Cobb indicate 
the possibility of catching tuna in gill nets. Reports from industry 
indicate that in the past some difficulty arose in attempting to can 
tuna which had been caught in gill nets in that the resulting pack 
was soft and generally inferior. Before the Service can recommend 
use of gill nets for catching additional supplies of tuna, additional 
data on the quality of the packs from gill net fish will be needed. 
Commercial packs of gill-net-caught fish were prepared and these will 
be compared with good quality regular packs. 

The survey of geographical distribution and the seasonal character- 
istics of the toxin occurring in clams was continued in the southern 
district of southeastern Alaska. In addition, experiments with the 
transplantation of toxic butter clams were conducted to show the 
effect of changing environmental conditions on the occurrence of 
toxin. Results have shown conclusively that the toxicity level of any 
area is relatively stable over long periods of time. No beds of butter 
clams have been found during the entire investigation that would be 
rated dangerously toxic by standards of other investigators on both 
coasts. Nevertheless, the fact that demonstrable levels of toxin were 
found in some areas of southeastern Alaska during every month of 
the year indicates that the possible occurrence of clam toxin will con- 
tinue to be a public-health problem of importance to clam processors, 

A comprehensive study was conducted to demonstrate that by 
using improved packaging and storing techniques, pink salmon could 
be successfully packaged, frozen, and stored. Results of this work 
have shown that the storage life of frozen pink salmon fillets may be 
extended to 10 months and more by the use of improved packaging 
methods, lower storage temperatures, or antioxidant dips. Practical 
results of these studies were demonstrated during the past year to 
buyers and processors in the Ketchikan area. The application of 
these studies will be of great assistance to processors interested not 
only in the freezing of pink salmon, but also to those engaged in 
freezing any of the fatty fish in which storage problems are encoun- 
tered. 

Market News Service 


Operations of the seven Market News Service field offices and a 
departmental office in Washington were continued during the year in 
spite of increased operating costs. ‘The field offices are located at 
Boston, New York City, Hampton, New Orleans, San Pedro, Seattle, 
and Chicago. All of these offices have full-time fishery marketing 
specialists and part-time port reporters working in the various fishing 
and distribution centers in the United States and Alaska gathering 
market news data. With the beginning of hostilities in Korea in 
June 1950, the importance of current production, marketing, dis- 
tribution, and price data collected by the section has become in- 
creasingly evident to the fishing and allied industries. Suggestions 
and requests to increase the Market News Service coverage of the 
fishery industries are being received in greater numbers. 
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In the dissemination of market news, speed is essential and during 
the year every effort was made by the section and its field offices to 
collect and distribute market information and news while it was 
timely and current. Market News Service reports and data provide 
a continuous record of fishery production, marketing, and price data 
which are being put to use by all types of fishery and allied indus- 
tries; in conservation work; in granting loans; in supplying current 
data’ for congressional hearings and actions; in research activities of 
various organizations; and in determining the economic importance 
of the fisheries in the whole economic structure of the Nation. With 
the present emergency, the data accumulated will be of inestimable 
value to the various governmental agencies concerned in determining 
the place of the fishery and allied industries in the Nation’s emergency 

rograming; in establishing how much of the scarce materials should 
Ee allocated to these industries; and in determining ceiling prices. 

At the present time the Market News Section does not collect 
marketing and price data for frozen packaged and canned fishery 
products. Since more and more fishery products are being packaged 
and frozen in consumer-size packages and the packing of canned 
fishery products is continuing to increase, demands for data on these 
products are being received almost daily. But with the funds pres- 
ently appropriated it has not been possible to include these products 
in the Market News Section’s coverage. However, it was possible 
during the year to strengthen the Chicago and New Orleans field offices 
by adding another fishery marketing specialist at each one of these 
offices. These two offices were operating with a personnel of two for 
each office which was inadequate to properly cover the expanding 
Gulf shrimp operations and the Chicago wholesale market. 

From the departmental office in Washington, D. C., the Market 
News Section continued to publish and issue the monthly periodical, 
Commercial Fisheries Review. This publication features articles on 
the fisheries; news of trends and developments in the fishery industries 
of the United States and its Territories, and foreign countries; and 
Federal Government orders and rulings affecting the fisheries. When 
the mailing list of this periodical was circularized during the year, 
numerous comments were received from all sections of the fishing and 
allied industries as well as other governmental and private individuals 
and groups which indicated that the publication is fulfilling a definite 
need in keeping these individuals and groups informed on what is 
going on in the fisheries of this country and the world. 

According to data collected by the Market News Section, prices of 
edible fishery products and byproducts during the first part of 1950 
were weakening, but toward the end of the year under review, after 
hostilities broke out in Korea, there was a general strengthening of all 
prices. This was mainly due to an increased demand for fishery 
products because prices for other protein foods and byproducts also 
began to climb. 

All of the information on price and market conditions of fishery 
products developed by the Market News Service will be used as a 
basis for defense regulations, such as price controls, rationing, and 
other programs that undoubtedly will develop during the course of the 
national emergency. 
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Education and market development 


The service’s program to develop and increase markets for fishery 
products of domestic origin and to promote the free flow of these 
products provides industry, Government, scholastic and commercial 
institutions, and consumers with current and accurate educational 
and marketing aids. Projects included in this program are the prepa- 
ration, publication, and distribution of educational and marketing 
leaflets, the production and distribution of audio-visual aids, demon- 
strations and publications of fish cookery procedures, scholastic and 
vocational educational activities, and consulting services. 

Within this program two important periodicals are issued: Com- 
mercial Fisheries Abstracts, a monthly abstracting service of a techni- 
cal nature, provides current information on the latest developments 
affecting the commercial fisheries and represents the only domestic 
abstracting service available to the fishery trade; and Quarterly Out- 
look for the Marketing of Fishery Products, an analy sis of the various 
statistical data available from Government and trade sources, is re- 
leased in the form of a forecast for the guidance of Government and 
trade in planning and developing commercial fishery transactions. 

Since the initiation of the audio-visual aid program in 1946, the 
service has produced and placed in distribution eight educational 
motion pictures dealing with various aspects of the fishing industry of 
which two have been completed within the past year. Of these two, 
Food for Thought bears on the school-lunch program and indicates 
the importance that fishery products play in the protein diet of the 
children of this country; and the second, The Story of Menhaden, was 
produced in cooperation with the menhaden industry and illustrates 
the important role that this fishery, the largest individual fishery in 
the United States, plays in our daily activities. Because of the inter- 
esting, professional, and educational character of these motion pictures, 
they have been in great demand for public showing both to individual 
groups as well as through the medium of television for mass showing. 
Actually, of the 107 television stations now in operation, at least 100 
have televised 1 or more of the motion pictures so far prepared through 
this program. In addition, reliable estimates indicate that more than 
one-half million persons have viewed these films this past year through 
individual group showings. In view of the effectiveness of this field 
of endeavor, other educational films are now being planned. Con- 
sistent with service policy of cooperating with industry groups, many 
of these future pictures will be jointly Government-industry financed. 

Since the welfare and expansion of the fishing industry are con- 
tingent upon an increased consumption of fishery products, conside r= 
able attention has been directed toward aiding the consumer in 
preparing and using fishery products. Basic test- -kitchen research is 
conducted both at the College Park, Md., and Seattle, Wash., institu- 
tional and homemaker kitchens and the results are incorporated into 
published fish-cookery bulletins for distribution to homemakers, 
restaurant operators, public and private institutions, school-lunch 
officials, quartermaster trainees, and other groups engaged in food 
preparation. In addition, trained home economists of the service 
throughout the United States conducted fish cookery demonstrations 
before these various food groups. During 1949 and 1950, 215 such 
demonstrations were given for school-lunch operators, 70 for home- 
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makers groups, and 27 for institutional operators. In addition, 15 
television demonstrations were given as public-service features, 23 
food releases were prepared for radio and newspaper editors, and over 
100,000 fish-cookery bulletins were distributed. Evidence of the 
effectiveness of this’ activity can be observed from the increase in the 
consumption of fishery products in the school-lunch programs in 
certain of the States surveyed: Virginia 116 percent, Georgia 73 per- 
cent, South Carolina 55 percent, and Massachusetts 11 percent. 
Because of the obvious need for this type of education, this program 
is being increased as to coverage. 

In the field of scholastic and vocational education, fishery educa- 
tional exhibits have been sponsored at National and State food asso- 
ciation meetings. These meetings have included restaurant, home 
economic, school lunch, fishery, dietetic, and extension groups. The 
exhibits have depicted not only proper methods of preparing major 
fishery products but other and lesser known species that will lend 
variety and aid in budgeting sea-food meals. Although unable to 
actively participate in the actual conduct of scholastic and voca- 
tional training courses, educational aids have been prepared and made 
available to institutions and organizations equipped to accommodate 
students. Conferences with educational directors have resulted in 
the creation of additional training facilities and because of the avail- 
ability of the service’s material these courses have, in many instances, 
been expedited and expanded beyond original expectations. 

Despite the comparatively recent origin of the program, the ex- 
perience and knowledge gained have proven to be of considerable value 
as the basis for a growing consulting service. From both industrial 
and consumer groups the growing reliance upon the staff for aid in 
solving educational and market development problems affecting the 
entire fishery field has permitted not only a constantly current con- 
ception of these needs but the quick dissemination of the material 
upon preparation. Through this contact with industry and con- 
sumer groups, information can be speedily given to producers so as 
to enable them to market their products in line with geographical food 
requirements and materially ease the gluts and shortages formerly 
characteristic of the industry. Similarly, consumers can practice 
that phase of conservation which consists of the wisest use of this 
valuable natural resource. 


Economics and cooperative marketing 


The economics and cooperative marketing program was concerned 
primarily with economic research related to the fisheries during the 
current year. Studies were undertaken concerning developments in 
connection with the prices of fishery products at production and dis- 
tribution levels, fish consumption, transportation rates and charges, 
etc. Information on these and other fishery economic subjects was 
furnished the public and other governmental agencies, particularly 
those bodies with authority in the field of transportation. 

Functions were continued with respect to the Fishery Cooperative 
Marketing Act of 1934. Various fishery cooperative associations, 
both rai organized and already established, were contacted during 
the year. The practice of conservation principles engaged in by these 
organizations was fostered and assistance was given in connection with 
various economic and marketing problems encountered. Reports 
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concerning their operation were made so as to assure conformation 
with the requirements of the afore-mentioned act. 

Testimony was given in various transportation rate cases involving 
fishery products which were conducted by the Interstate Commerce 
Commission. Successful efforts were made to hold down transporta- 
tion costs on products of the fishing industry so as to ease the market- 
ing problems with which the industry was confronted. Testimony 
was also submitted in a rate case before the Federal Maritime Board 
involving a request for increased rates on water-borne shipments of 
fresh and frozen fish from points in Alaska to Seattle, Wash. 

A study was completed and the results were published in a report, 
entitled ‘“‘Sales Patterns for Fresh and Frozen Fish and Shellfish—1936 
and 1946.’ This study compares preferences for fresh and frozen fish 
as reflected in retail sales in sixty-odd cities. The rise of certain 
fishery items in consumer preference, such as shrimp, fillets, etc., and 
the widening market for frozen fillets in inland areas, is shown in the 
afore-mentioned publication. 

The Department of the Interior has been seeking membership on the 
Trade Agreements and Reciprocity Information Committees for sev- 
eral years. These committees are interagency groups largely instru- 
mental in formulating the foreign trade policy of the administration. 
On October 12, an executive order signed by the President recognized 
the Department’s interest in foreign trade and accorded this member- 
ship. The Fish and Wildlife Service will participate in the work of 
the committees on matters concerning American and foreign fishing 
industries, trade in fishery products, and trade problems in wildlife 
and furs. A fishery marketing specialist will serve as liaison between 
the Service and the departmental representative on these committees, 

At the year end, work was underway which tied in with the defense 
effort. Various economic problems have been encountered by the 
industry, calling for economic research. Young men are being taken 
from the industry in increasing numbers by the Selective Service 
System. Assistance was rendered in efforts to obtain draft deferments 
for young men in key positions in the industry. Price ceilings were 
being actively considered by Federal authority. Studies were being 
made with respect to the level of prices during various periods known 
to be under active consideration for the imposition of a general 
ceiling-price regulation. With the Defense Fisheries Administration 
having authority for the certification of certain types of loans in 
connection with the defense production effort, problems were en- 
countered judging applications for such loans. Criteria were being 
developed for use as standards or guides by which decisions in this 
connection could be made. 





Statistical research and services 

The Fish and Wildlife Service and its predecessor organizations have 
collected, analyzed, and published fishery statistics since 1880. With 
the ever-increasing drain on our fishery resources, the need for these 
data has increased. The data are used by Federal and State agencies 
in regulating the fisheries, by governmental agencies, universities, 
financial institutions, and members of the fishing industry in deter- 
mining optimum levels of production and marketing, for aid in 
concluding treaties with foreign countries, and in setting tariff rates 
on fishery commodities and related products. During the present 






























132 FEDERAL WILDLIFE CONSERVATION ACTIVITIES, 1950 


emergency, the information is essential in finding the place of the 
fishing industry in the Nation’s economy and in preventing waste of an 
important natural resource. 

As fish do not respect political boundaries in their migrations, it is 
necessary that the Federal Government either collect or coordinate 
the collection of data on the production of water foods. In those cases, 
where individual States maintain adequate fishery statistical systems, 
the Service collects only such supplemental information as may be 
necessary to keep the various data comparable with those for other 
areas. Considerable progress has been made during 1950 in obtaining 
ne from certain States in the collection of information on fish produc- 
‘ion. 

Data collected generally consist of the volume and value of the 
catch; the employment of fishermen, fishing craft, and gear; the 
production and value of manufactured fishery products; and related 
information. Every effort is made to obtain the information in such 
detail that it can be used for both biological and economic purposes. 
Biologists are dependent on the data for determinations of abundance 
of the fish populations and for making recommendations as to the 
control of the fishery so as to maintain the populations at a point 
assuring the maximum sustained yield. 

For maximum usage, these data should be continuous over a long 
series of years. In some cases, the Service has been able to maintain 
continuous series of data for many years, while in others it has been 
necessary to make only occasional surveys as funds became available. 
Currently, a general canvass of the fisheries is being made covering 
all areas of the United States supporting commercial fisheries. This 
is the first time since 1931 that it has been possible to survey the 
fisheries of the Mississippi River, and the second time since 1940 that 
information has been collected on the fishing industry of the South 
Atlantic States. 

The publication of monthly data on the landings at Massachusetts, 
Maine, and Texas ports was continued. During 1950, it was possible 
to inaugurate publication of monthly information on landings in 
Alabama and Florida. 

Monthly bulletins on the freezing and cold-storage holdings of 
fishery products and the production of fish meal and oil, and the 
annual reports on the production of canned fishery products, byprod- 
ucts, packaged fish, and manufactured products were released. Infor- 
mation on the United States foreign trade in fishery products and 
the catch of fish in various sections of the country was also compiled 
and released on an annual basis. 

While not completely up to date, excellent progress has been made 
on bringing the publication dates closer to the period covered. Dur- 
ing World War II, the publication of fishery statistics was allowed to 
get several years behind schedule. Continuous progress has been 
made, and it is expected that the work will be brought up to date 
during 1951, since much of the statistical information on the fisheries 
will be basic data for the use of defense agencies dealing with food 
products, transportation, and other phases of the defense effort. 


Exploratory fishing 

The Exploratory Fishing and Gear Development Section main- 
tains two full-time exploratory fishing programs using Government- 
owned exploratory fishing vessels. The North Pacific explora- 
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tory program is based at Seattle, Wash., to explore the waters of 
Alaska and the northeastern Pacific Ocean, in order to develop 
new fishing grounds, new off-season fisheries, and new fishery 
resources. The Gulf exploratory operation is based at Pascagoula, 
Miss., to explore the presently unexploited areas of the Gulf of 
Mexico in order to help expand and develop the fisheries of that area. 
In addition, as the need determines, vessels are chartered for brief 
periods from time to time to conduct limited explorations in other 
areas, chiefly New England, the South Atlantic States area, and the 
Bering Sea. A gear development research project is headquartered at 
the Service’s College Park, Md., laboratory. 

The new exploratory fishing ‘vessel, John N. Cobb, was placed in 
commission early in 1950, and an exploratory fishing trip was made to 
the southeastern Alaska area adjacent to Ketchikan, primarily for 
shrimp and other shellfish. Possibilities of small-scale commercial 
exploitation, which could be valuable during the off seasons for 
regular fishing, were uncovered. 

An extended exploration for albacore tuna, in ocean waters from the 
southern Oregon boundary to Cape St. Elias in the Gulf of Alaska was 
made. Valuable information concerning tuna migration patterns, 
areas of abundance, oceanographic factors affecting the fishery and 
commercial possibilities in the offshore and northern ranges of the 
fishery was obtained. Experimental gill-net fishing may offer possi- 
bilities for increasing the catch of this valuable fish. 

An exploration for shrimp and other shellfish was made in the 
southeastern Alaska area near Sitka. Possibilities for a shrimp fishery 
for large spot shrimp in the Peril Straits region, using traps, were 
found, and some areas offer promise for a small-scale trawl fishery for 
pink shrimp. 

During all the cruises, experimental fishing gear of various types 
was tested, with a view to improving fishing effectiveness of gear. 

The exploratory vessel Oregon, which was acquired at Seattle, 
Wash., late in 1949, was brought to the Gulf of Mexico and con- 
verted to exploratory fishing purposes. During the year 1950, five 
exploratory cruises were completed in Gulf waters, from Texas to 
Florida. The program followed by the vessel was recommended by 
the Gulf States Marine Fisheries Commission, chiefly to attempt to 
expand the fishery for shrimp in Gulf waters. Other information con- 
cerning fishery possibilities in the Gulf were collected in conjunc- 
tion with the main program. The Qregon has located good commercial 
quantities of shrimp in deeper water, and some of the areas found by 
the vessel are now being utilized by commercial fishing vessels. A 
deep-water variety of shrimp, which has never entered the commercial 
fishery, was found in quantity. Further research as to its trade 
acceptance will be necessary to determine the worth of this discovery. 
Considerable work in experimental gear design and use has been carried 
on by the vessel. 

Procurement and planning were carried on during the last months 
of 1950 for an exploration for blue-fin tuna in New England waters 
and little tuna in waters adjacent to the South Atlantic States. Both 
of these programs will enter the fishing phase during the spring and 
summer of 1951. 

Gear-development work, to mechanize some of the menhaden fishing 
operations, was accomplished in 1950. 
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BRANCH OF FISHERY BIOLOGY 
SCOPE OF ACTIVITIES 


The Branch of Fishery Biology plans, directs, and supervises Fed- 
eral fishery research activities to discover the nature, extent, and 
causes of variations in abundance of important food fishes and other 
aquatic animals; recommends measures for conserving, developing, and 
managing fishery resources, including improvements in fish-cultural 
practices and hatchery fish disease prevention and control. It pro- 
vides for exploration, investigation, development, and maintenance 
of fishing resources and development of the high-seas fishing industry 
of the Territories and island possessions of the United States in the 
tropical and subtropical Pacific Ocean and intervening seas. It in- 
vestigates possibilities for improvement of cultivation of aquatic 
animals, including shellfish, and recommends conservation measures. 
It operates the fishery research vessels Alaska, Albatross III, Black 
Doneiet, Heron, John R. Manning, Pompano, Sablefish, and Hugh M. 

mith. 


SUMMARY OF ACTIVITIES AND REPORT ON PROGRESS 


Alaska fishery investigations 

Efforts are made to discover facts about pink and red salmon and 
herring in relation to spawning success, fresh-water and marine sur- 
vival, racial composition of stocks, and effects of the fishery. Studies 
at Karluk Lake, Kodiak Island, showed that, in laboratory-scale ex- 
periments, addition of chemical fertilizers will increase abundance of 
organisms, food of young red salmon. Biologists discovered a rela- 


tion between temperature and survival of young fish in Bristol Bay 
streams. 


Atlantic salmon investigations 


Operation of an experimental stream in Moosehorn National Wild- 
life Refuge in the State of Maine yields basic knowledge on survival 
and migration of Atlantic salmon in fresh water, information needed 
for rehabilitating New England’s runs of this fish. Construction of 
fishways in some streams and stocking streams with thousands of 
young Atlantics followed Fish and Wildlife Service recommendations. 


California trout investigations 


The Service and the National Park Service are studying the best 
means of fully utilizing the valuable black-spotted trout fishery of 
Yellowstone Lake and its tributary waters. A creel census will 
measure catch and yield data useful in regulating the fishery ; a tagging 
program will reveal pertinent information on migration routes, growth 
and numbers of fish caught; closing Arnica Creek to fishing and 
operating it as a test stream will permit studying the black-spotted 
trout under natural conditions. 


Central Valley fishery investigations 


Investigations of fish populations in the delta region of the Sacra- 
mento-San Joaquin Rivers in relation to the Tracy pumping plant of 
the Bureau of Reclamation, a Federal agency, revealed young salmon, 
shad, and striped bass over almost the entire delta maze of channels 
during the pumping season and that the pumps unless properly 
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screened would suck in these young fish. The sport fishery study of 
upper Sacramento River showed cooler water resulting from Shasta 
Dam operation caused dramatic changes in upper-river fish popula- 
tions. 
Chesapeake Bay shellfish investigations 

Oyster research in Chesapeake Bay revealed natural spawning on 
an oyster bar cannot be expected, under present conditions, to main- 


tain a commercially dependable population of oysters without planting 
from other bars. 


Clam investigations, Orono, Maine 


Experimental work to arrest clam depletion on the Atlantic coast 
and to better utilize the resource revealed that horseshoe crabs caused 
more than 90 percent losses of transplanted clams in market areas. 
Investigators are trying methods to control predation concurrently 
with biological studies of natural flats, artificial spat collectors, and 
disease mortality. To determine effects of raking and power dredging 
on hard clams in Rhode Island, biologists are studying biological 
effects of each on resources in Narragansett Bay. Commercial fishing 
by each method in marked areas, under controlled conditions, followed 
by submarine photographs of the bottom are yielding definitive 
results. The findings will help the States to improve shelifishery 
management. 

Interested Atlantic States are cooperating with the Service to main- 
tain soft and hard clam resources despite fishing pressures, industrial- 
ization, pollution, predation and mass mortalities. 


Eastern fish-cultural investigations 


Studies of trout and bass for recreational fishing are being conducted 
at Leetown, W. Va. Small-mouth bass studies conducted in West 
Virginia and Virginia consisted mainly of creel census investigations 
to check on recommendations made in 1949 for management of this 
species in the several streams involved. Certain definite recommenda- 
tions regarding management will result from current trout investi- 
gations in Shenandoah National Park streams. 

Great Lakes fishery investigations 

In October 1949, the Service began a long-term program for con- 
trolling the sea lamprey whose attacks on lake trout in Lakes Huron 
and Michigan cause an annual loss to United States commercial 
fishermen of the Lake States of some $3,200,000 in addition to unknown 
loss to sports fishermen. Program phases are development and test 
of control devices and procedures, including accumulation of reason- 
ably exact data on costs of installing and operating various devices; 
extension of studies on the life history and habits of the sea lamprey 
with a view toward better determining vulnerable stages of the life 
history; survey of streams to ascertain distribution of sea lamprey 
runs, extent of available spawning grounds, and larval habitats; 
studies of species subject to attacks by sea lampreys to learn incidence 
of attacks and effects on abundance. 

To block and/or capture and destroy spawning-run sea lampreys 
as they enter Great Lakes tributary streams, 12 weirs and traps 
operate on streams tributary to Lake Huron and 1 is on Lake Superior. 
Under a cooperative arrangement with the State of Wisconsin, five 
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weirs are operating in Lake Michigan streams of that State and under 
a similar arrangement with the State of Indiana a weir is in Trail 
Creek, a tributary to southern Lake Michigan. Early reports are 
encouraging on the State of Michigan-Service experiment with low 
barrier dams which block spawning sea lampreys but permit free 
movement of other fishes. 

Because of high construction, maintenance, and operation cost of 
mechanical devices, the Service is studying the usefulness of other 
types of barriers. To carry out this highly specialized and technical 
work, it has awarded an electrical contract for developing electric, 
sonic, light, and electromagnetic devices that may serve to block or 
destroy young and adult sea lamprey migrants. 

Present investigations seek to ascertain information on the life 
history, habits, and physiology of the sea lamprey that might con- 
tribute toward developing more effective control methods. Labora- 
tory experiments attempt to discover specific toxicants and methods 
of ee to destroy larval lampreys with a minimum damage 
to fish. 

Because of a drastic decline in producing lake trout, fishing pressure 
shifted to other species and threatens them with overfishing. Investi- 
gators are making biological and statistical studies of those fisheries. 

Completion of a research vessel, intended for a floating laboratory, 
will permit experiments on capturing and destroying lampreys during 
their lake life. It will also make possible a check on abundance of 
lake trout and other species and a collection of much-needed data on 
biological, chemical, and physical conditions in the Lakes that affect 
distribution and abundance of these species. 

Gulf fishery investigations 

To ascertain the cause of the “red tide,” the plague that killed 
millions of fish in west coast Florida waters in 1947, the Service is 
studying the normal nutrient supply of waters in that region to provide 
a measure of changes which occur before and during such an epidemic. 
Laboratory experiments on nutritional requirements of organism types 
which create the “red tide” are designed to find a clue to causes of 
these unbalances in nature. 

Gulf oyster investigations 

Laboratory experiments in Florida involving separation of oysters 
demonstrated that lack of cultivation rather than inherent poor quality 
causes inferior appearance of many Gulf of Mexico oysters. 

Study of effects on oysters in waters of the States of Louisiana and 
Mississippi of the 1950 opening of Bonnet Carre spillway, a structure 
which the United States Corps of Engineers installed to control Mis- 
sissippi River floodwaters, indicated no repetition of the widespread 
serious damage to beds after the 1945 opening. Biologists believe in- 
cursion of Mississippi River and Pearl River floodwaters probably in- 
tensified oyster mortality from fresh water which Bonnet Carre 
spillway opening caused. 

After assessing resources of some 60 oyster-producing areas along 
75 miles of the Texas coast between Aransas Pass and Matagorda 
Bay, an area dissimilar to principal Gulf of Mexico oyster grounds, 
the Service made special recommendations to the State of Texas for 
oyster culture. 
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Leavenworth, Wash., laboratory 


Feeding trials on salmon have resulted in developing several new 
diets and a number of supplements usable as adequate replacement 
for several ingredients now incorporated in standard diets. Prelimi- 
nary results of experiments on the effect of temperature on egg fry 
and fingerling development and on new methods of egg and fry incu- 
bation indicate that several types of vertical incubators are suitable 
for hatching eggs. 


Middle and South Atlantic fishery investigations 

In investigating Atlantic coast shad, the Service is concentrating 
its initial studies on the Hudson River and devoting its first year’s 
work mainly to developing techniques. Biologists will attempt to 


ascertain causes of recent large-scale abundance fluctuations of Hud- 
son River shad. 


North Atlantic fishery investigations 

Biologists are making census studies of stocks of certain fishes on 
North Atlantic off-shore banks, collecting and analyzing data on rela- 
tive abundance of important species taken by the fisheries and of 
effects of natural and imposed mortalities on these stocks. They are 
sampling the newly developed fishery for “trash fish,” mostly non- 
marketable fish, which fishermen take in quantity for processing into 
meal for animal food. 


North Pacific fishery investigations 
Research on salmon populations of Columbia River centers about 
problems of protecting runs of fish at water-use projects of the Corps 


of Engineers, the Bureau of Reclamation, Federal agencies, and other 
construction organizations. Preliminary results indicate superiority 
of a new type of fish ladder which biologists tested in comparison with 
the conventional pool type. Data analyses from netting experiments 
at Bonneville Dam showed young downstream migrating fish occurred 
uniformly over the cross section of the river, an important finding in 
designing fish-protective facilities. 

Pacific Oceanic fishery investigations’ 


To collect information on ranges and distributions of tunas, biolo- 
gists began a study of the far-reaching western seas and of the life 
history, migrations, and distribution of tunas which inhabit these 
waters. One exploratory fishing vessel attempts to discover whether 
tunas may be caught with modified purse seine equipment. It con- 
ducts tests designed to measure different stresses involved in purse 
seine fishing to be used as a basis for developing a more effective 
net for use in central Pacific waters. Tuna schools there swim more 
rapidly and act more erratically than do those off Central America. 
Another research vessel attempts to define extent and intensity of 
north equatorial, counterequatorial, and south equatorial currents. 
These currents may exert a strong influence upon ocean character- 


istics influencing fishing and possibly to affecting climate on central 
Pacific islands. 


South Pacific fishery investigations 


Studies of several cooperators of sardine (pilchard) stocks, which 
until 1945 contributed a greater tonnage than any other species in 
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this country, involve physical, chemical, and biological assays of the 
ocean along the Pacific coast from Lower California, Mexico, to the 
Columbia River and hundreds of miles seaward. These studies are 
ascertaining limits of the time and range of spawning, relative number 
of eggs spawned from year to year, and number of recruits from each 
brood. Findings will be correlated with environment differences to 
evaluate ocean changes in sardine survival. These investigators 
found anchovies as abundant as sardines and enormous numbers of 
jack mackerel, sauries, and several other fishes, all of which provide 
food for other carnivores, such as tunas. 


United States Shellfish Laboratory, Beaufort, N. C. 


A cooperative venture is studying the effect of radioactivity result- 
ing from introduction of radioisotopes of different elements into 
tissues and organs of shellfish. 

United States Shellfishery Laboratory, Milford, Conn. 

Through bulletins the Service informs oystermen of oyster spawn- 
ing and setting in Long Island Sound. Its laboratory studies the 
effect of variations in temperature, salinity, and other environmental 
factors which are useful to oyster growers. Its reports of periodic 
surveys on Connecticut oyster beds inform oystermen of the location 
and concentrations of starfish, oyster enemies. 


Western fish nutrition investigations, Seattle, Wash. 
Fish nutrition investigations, Cortland, N. Y. 


Nutrition experiments have yielded more knowledge about trout 
and salmon requirements. Modifying regular diets to take care of 
various vitamin and other deficiencies results in a reduced cost of 
fish production, 


Western fishery disease investigations, Seattle, Wash. 
Microbiological Laboratory, Leetown, W. Va. 


Investigators are testing new drugs and chemicals to develop new 
and more adequate prophylactic treatments for hatchery fish. One 
series of experiments attempted to determine the amount of various 
sulfa drugs which various parts, organs, and blood of fish absorb. 
Results indicate several sulfonamides are unsuitable for treating 
various fish diseases. Investigators are working out treatment 
methods of several new bacterial diseases of trout and salmon. In- 
vestigations are being conducted to identify several new diseases 
caused by bacteria. When these organisms have been identified, 
methods of control will also be investigated. 


BRANCH OF ALASKA FISHERIES 
SCOPE OF ACTIVITIES 


The Branch of Alaska Fisheries is engaged in two principal lines of 
activities: (1) Management of the commercial fisheries of Alaska 
and (2) administration of the Pribilof Islands, including the manage- 
ment of the Alaska fur-seal herd and responsibility for the welfare of 
about 550 Aleut natives who reside on these islands. With regard to 
the management of the Alaska commercial fisheries, the Branch is 
concerned with (a) investigation of fishery resources and the collec- 
tion and analysis of fishery statistics; (6) formulation of regulations 
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for the protection of the fisheries; and (c) enforcement of the commer- 
cial fishery laws and regulations. In connection with the administra- 
tion of the Pribilof Islands, the Branch is concerned with (a) the 
management of the Alaska fur-seal herd; (6) the furnishing of food, 
clothing, shelter, schooling, medical attention, and other necessities 
of life to the resident Aleuts; and (c) the upkeep of facilities, including 
buildings and roads, the operation of a byproducts plant for utilizing 
oats carcasses, and the maintenance and operation of a supply 
vessel. 
SUMMARY OF ACTIVITIES AND REPORT OF PROGRESS 


The Alaska commercial fishery management program is adminis- 
tered through the regional office of the Fish and Wildlife Service at 
Juneau, Alaska, and through permanent or seasonal offices in 12 major 
fishing areas of the Territory. Activities relating to the management 
of the Alaska fur-seal herd and the welfare of the Pribilof Islands na- 
tives are directed through a field headquarters and procurement office 
in Seattle, Wash., and through offices on each of the two inhabited 
islands of the Pribilof group. 


Management of Alaska commercial fisheries 


Although about 25 species of fish and shellfish are utilized com- 
mercially in Alaska, the salmon fishery accounts for about 75 percent 
by volume and 85 percent by value of the total fishery production in 
the Territory. In recent years the important salmon fisheries have 
shown a marked decline in productivity. For the 10-year period 
ending in 1941, the average annual salmon pack was approximately 
6 million cases. In the past 6 years the annual pack has not exceeded 
4% million cases, and the sesdaatians of 3,236,000 cases in 1950 was 
the lowest on record for any year since 1921. 

The decline in the abundance of salmon has been due primarily 
to natural factors. For a period of several successive years, conditions 
were unfavorable to the survival of eggs and of young salmon, particu- 
larly in the case of the humpback, or pink salmon. The effect of 
unfavorable natural conditions on the salmon fishery has been accen- 
tuated by the increasing intensity of commercial fishery operations as 
the prices for fish and for canned salmon have increased. 

Regulations governing commercial fishery operations in Alaska 
in 1950 were based upon the results of investigations by Service per- 
sonnel, testimony presented at public hearings, and briefs submitted 
by those interested in the fishing industry. The regulations were 
designed to permit commercial fishery operations in line with antici- 
pated levels of abundance of salmon and other important species. As 
the season progressed, the regulations were modified where conditions 
warranted to maintain a proper relationship between the commercial 
take of each species and the escapement of brood stock. 

In 1950, the Branch completed the reorganization of its Alaska 
field staff to provide a more balanced and more adequate fishery 
management program. A fishery management section has been es- 
tablished which is responsible, primarily, for developing accurate 
factual information upon which to base protective regulations. A 
statistical unit has been provided, within this section, to collect and 
tabulate statistics for analysis by fishery management personnel. 

Fishery management personnel participated in the installation and 
operation of 15 salmon counting weirs, including 5 in southeastern 
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Alaska for determining the survival in representative spawning 
streams of pink salmon from the 1949 spawning. The management 
unit also continued an aggressive program of stream improvement 
to provide the maximum amount of readily available spawning area. 
Permanent fish ladders over three natural barriers were placed in 
operation and log jams and other obstructions to spawning salmon 
were removed. 

The new Law Enforcement Unit is responsible for enforcing all 
Federal statutes and regulations administered by the Fish and 
Wildlife Service in Alaska. During the year the Branch acquired, 
by transfer from other Government agencies, two seagoing patrol 
vessels, one power barge for stream improvement work, four 38-foot 
‘vem boats, and two twin-engine airplanes. A large new aircraft 

angar was constructed at Anchorage, Alaska, to serve as the repair 
base for Service aircraft operated in the Alaska fishery management 
and enforcement programs. 

During the 1950 fishing season, a total of 8 seagoing patrol vessels, 
14 speed boats and numerous small craft as well as 8 airplanes were 
operated in connection with the expanded commercial fishery manage- 
ment and enforcement programs. The effectiveness of the enforce- 
ment program is indicated by the fact that 183 fishery violation cases 
were prosecuted. Convictions were obtained in 164 of these cases 
and fines were assessed by the courts in the total amount of $39,950. 


Administration of the Pribilof Islands 


During 1950, a total of 60,090 fur-seal skins were taken on the 
Pribilof Islands, Alaska, as compared with 70,891 in 1949, 70,142 in 
1948, and 61,447 in 1947. In addition, the byproducts plant on 
St. Paul Island of the Pribilof group produced about 340 tons of 
fur-seal meal and 42,000 gallons of oil. Foxing operations were 
suspended on the islands during the 1949-50 season due to the poor 
demand and low prices for blue fox pelts. Net receipts from fur- 
sealing operations, covered into the United States Treasury in fiscal 
year 1950, totaled $1,593,277. Of this amount the sum of $122,594 
represented net proceeds from the sale of fur-seal oil and meal. 

Fur-sealing operations on the Pribilof Islands during the 1950 
season were hampered by two serious fires; one on St. George Island 
where 20 percent of the sealskins normally are taken, and one on the 
islands supply tender, Fish and Wildlife Service Penguin, while that 
vessel was moored at Seattle. The fire on the Penguin occurred on 
June 3 and destroyed a large part of the vessel’s superstructure. The 
fire on St. George Island, on June 8, resulted in the destruction of all 
buildings used in the washing, curing, salting and barrelling of seal- 
skins. Emergency facilities were devised on the island to permit a 
norma! take of sealskins during the 1950 season. 

A suitable replacement for the supply tender Penquin was obtained 
through the transfer of a surplus FS type vessel from the Army 
Transportation Corps. Funds, in the amount of $50,000 were included 
in the appropriation for fiscal year 1951 for converting the replace- 
ment vessel for permanent use on the Pribilof Islands runs. Plans 
for the conversion work were completed in December 1950, and a 
contract was awarded in January 1951. At the same time, the sum 
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of $60,000 was made available for rebuilding plant facilities on St. 
George Island. 

The new buildings on the island of St. George are being constructed 
with concrete walls and aluminum roofing to reduce the fire hazard 
and also to reduce maintenance costs. The buildings have been de- 
signed to permit the brine curing of nearly all sealskins taken on the 
island. Heretofore the skins have been cured in salt kenches or bins. 
For the past 5 years, experiments have been conducted on the brine 
curing of sealskins and the superiority of this process has been con- 
clusively established. It is anticipated that eventually operations on 
St. Paul Island also will be converted from kench curing’ to brine cur- 
ing. About 80 percent of the annual take of sealskins is obtained on 
the island of St. Paul. 

The long-range rehabilitation and construction program on the 
Pribilof Islands was brought to a virtual halt in fiscal year 1950. 
However, funds were again appropriated for this purpose in fiscal year 
1951, and in the fall of 1950 construction activities were resumed to 
provide five new native houses and a new coal house, and to replace 
and expand the fresh-water systems on each island. In addition, an 
agreement was concluded between the Department and the Civil Aero- 
nautics Administration on June 23, 1950, under which the CAA agreed 
to contribute $60,000, or 75 percent of the cost of improving an air- 
strip on St. Paul Island. The purpose of this project is to provide 
airport facilities suitable for the continued use of commercial airlines 
in providing scheduled service from the mainland of Alaska. About 
half of the project was completed with Service equipment and per- 
sonnel during the 1950 working season without interruption of exist- 
ing weekly air service from Anchorage, Alaska. Because of unfavor- 
able winter weather conditions the air-strip project will extend through 
the fall of 1951. 

Excellent progress was made on the program to develop the natives 
of the Pribilof Islands as self-sufficient and self-reliant citizens. <A 
new charter, constitution and bylaws for the Aleut community on 
St. Paul Island was approved by the Department and accepted by 
the Aleut residents. A wage payment plan for the resident Aleut 
workmen was inaugurated on January 1, 1950, which provides annual 
wage rates, annual and sick leave benefits, civil-service retirement 
rights and other privileges and responsibilities of Federal employees. 
This new plan paves the way for the transition from compensation 
involving free issues of supplies and limited cash payments to total 
cash compensation. A new position of farmer has been established 
on the islands to manage the Service-owned dairy herds and reindeer 
herds and to encourage “and assist the natives in the raising of poultry 
and other local produce. 

On September 27, 1950, Public Law 847 was approved which au- 
thorizes the annual appropriation of funds from the proceeds of sale 
of sealskins and other products of the Pribilof Islands to finance all 
activities of the Service on those islands. The new legislation will 
greatly simplify the bookkeeping in connection with the administra- 
tion of the islands, and will provide a businesslike means of financing 
the fur-seal industry from the earnings of the industry. 
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BRANCH OF GAME FISH AND HATCHERIES 


SCOPE OF ACTIVITIES 


The activities of this Branch include the operation and maintenance 
of approximately 100 fish-cultural stations, the propagation and dis- 
tribution of nearly 50 species of fish and fresh-water mussels, the 
operation of fish screens and the management of fisheries in waters on 
lands under Federal control, and the coordination of such work in 
certain areas. 


SUMMARY OF ACTIVITIES AND REPORT ON PROGRESS 


The propagation of salmon and management of the fisheries 

Commercial exploitation of Columbia River salmon runs was first 
undertaken about 1830. Since 1883, this valuable fishery has shown 
a consistent decline. In recent years the decline of this fishery has 
been accelerated by the construction of impassable dams and un- 
screened irrigation diversions. For many years the Service program 
in the West has included the propagation of salmon for maintenance 
of the runs of the five species, particularly in the Columbia and 
Sacramento River systems. The maintenance of these valuable runs 
is dependent upon both natural and artificial propagation. In the 
latter activity, both the Fish and Wildlife Service and the State con- 
servation departments are vitally interested, as these agencies recog- 
nize the fact that every effort should be made to maintain the salmon 
fishery at the highest possible level of abundance. 

Large dams that have been completed on the Columbia and Sacra- 
mento Rivers have cut off approximately 70 percent of the spawning 
areas that were once available for migrating salmon, and proposed 
dams will further reduce these areas. The completion of dams that 
have been approved for the Columbia River will limit the salmon runs 
to the lower reaches of the river system. After the construction of 
Grand Coulee Dam, the Service undertook to preserve the upper river 
salmon runs by transplanting them to streams that entered the Co- 
lumbia River below the dam. This program has been successful, as 
the return of adult blueback salmon to the project is now consider- 
ably greater than the numbers that ascended the Columbia to that 
area before the construction of Grand Coulee Dam. The tagging of 
hatchery-reared salmon has proved that the adult fish will return to the 
stream where they are released; the transplanting of entire runs is 
therefore quite feasible. The construction of Shasta Dam across the 
Sacramento River in California presented a similar problem. Here, 
both natural and artificial propagation have been utilized, but empha- 
sis has been placed upon hatchery operations. This program, too, 
appears to have been successful, as hatchery-reared stock constitutes 
a large percentage of the salmon taken by commercial fishermen in 
the San Francisco Bay areas. 

The value of the propagation of salmon by Service hatcheries can 
readily be shown. For example, each year some 16,000 adult Chinook 
salmon return to the Underwood hatchery from which they were re- 
leased as young fish 4 years previously. A conservative estimate is 
that for each adult salmon returning upstream to the hatchery, two 
fish were taken in the commercial fishery at the mouth of the river. 
Thus, at 22 pounds each, these hatchery fish taken by commercial 
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fishermen total 704,000 pounds with a first wholesale value of $0.50 
per pound, or $352,000. 

The construction of McNary Dam and other proposed dams on the 
lower Columbia River may cancel, to a great extent, the success of the 
Grand Coulee stations. To continue a program for the preservation 
of the salmon runs in the Columbia River, the Service, in cooperation 
with the States of Washington and Oregon, has initiated a program 
which involves the rehabilitation ey improvement of existing 
hatcheries on the lower river, construction of new units, stream im- 

rovements to provide natural spawning areas, and construction of 
fish ladders and screens. Construction and development i included in 
this program are well under way, but this program is far behind the 
program for construction of dams on the Columbia River and its 
tributaries. The salmon preservation of the Columbia River is 
scheduled in accordance with the dam-construction schedule. Funds 
made available by the Congress for the construction of facilities and 
improvement of streams by the States of Washington, Oregon, and the 
Service, totaled less than $4.5 million through 1951 and have been 
inade uate to maintain the schedule. However, much progress in 

roviding necessary facilities is evident. The Columbia River Basin 

nter-Agency Committee and the Federal Inter-Agency River Basin 
Committee, as well as the Fish and Wildlife Service, the Pacific North- 

west Field Committee, and the States of Oregon and Washington, are 
all concerned because of the lag in this program. In order to meet 
the limits imposed by the dam-construction program, and taking into 
account the 4-to-6-year life cycles of the anadromous fish, it is neces- 
sary that certain parts of the work—particularly projects involving 
removal of obstructions, construction of hatcheries, and the establish- 
ment and transplantation of runs—be completed in the earlier years of 
the project. This necessitates heavier expenditures in the earlier 
years. It is imperative that this development and rehabilitation 
program be speeded up in order that it may endeavor to keep pace 
with the dam-construction program. Aside from the present serious 
lag, there is a distinct possibility that this construction program will 
have to be speeded up still further because of the recent action by 
Congress in authorizing the construction of additional dams on the 
Columbia River. 


The propagation and management of warm-water species of fish 

The construction of farm ponds and reservoirs continued to be a 
major factor in the great demand for warm-water fishes. The value 
of multiple-purpose ‘farm ponds has been proved, and thousands of 
small reservoirs are being constructed annually in almost every State 
east of the Rocky Mountains. The construction of large reservoirs 
for flood control and hydroelectric purposes has added to the demand 
for warm-water species for stocking purposes. The demand for 
large-moutb black bass exceeded the produc tion, as this species played 
an important part in pond and lake manageme nt. The Branch 
continued to increase the production of pondfish for stocking purposes 
through the application of new and improved techniques _ in warm- 
water-fish propagation and by initiating a program to modernize a 
number of existing hatcheries. The 1950 production of pondfish 
equaled the second production of these fishes in the two previous 
years. Further increases in the pondfish production will depend on 
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a continuation of the program for the modernization of existing hatch- 
eries and the construction of new units. 

Owing to the widespread interest in the farm-pond program and 
to the importanc e of warm-water fish as a source of food in a period of 
emergency, an intensive educational program covering this work has 
been undertaken in cooperation with other Federal agencies, State 
fish and game departments, and representatives of other organizations. 
In cooperation with the Alabama Polytechnic Institute at Auburn, 
Ala., the Service continued a program whereby Service personnel 
received training in hatchery management and farm-pond inspection 
and management. This program is providing field personnel with 
the training that is required for the management of Federal waters 
and for the guidance of representatives of other organizations and 
States interested in the management of waters. To continue and 
expand the training program, the Service is converting the Marion, 
Ala., pondfish station into a training school for Federal warm-water- 
fish culturists. This training program will provide selected employees 
with first-hand experience in the latest and most modern techniques in 
warm-water-fish culture. The program will be closely coordinated 
with programs for the management of public waters and farm ponds. 

The Service has recognized that the management of warm-water 
species of fish in large bodies of water is an inherent part of its respon- 
sibilities. Definite, long-range programs for the management of 
waters on Federal lands are ‘being conducted by Service “personnel. 
Many States have started management programs for large impound- 
ments and the Service is cooperating closely in these programs. 
Because of the limited number of biologists in this Branch, a continuing 
program of lectures and demonstrations is conducted to provide the 
public with information on the management of waters. Aside from 
the great number of farm ponds that have been constructed in the 
last few years, large reservoirs are important as a food source. This is 
especially true in time of emergency, when food and recreation, as a 
form of relaxation, play such an important part in the Nation’s 
economy. 


The propagation and management of trout 


Fishermen continued the pressure on trout waters throughout the 
country, and the demand for legal-sized trout for stoc ‘king purposes 
exceeded the production of these fishes. This increased demand is 
caused by a combination of factors, chief among which are such items 
as the increase in the Nation’s population, the modernization of motor 
vehicles and highways, and the public’s realization that sport fishing 
rates high as a form of relaxation. To endeavor to alleviate this 
problem of ever-increasing fishing pressure, fisheries authorities, 
both Federal and the State, are striving to improve operating facilities 
and management practices. The value of stocking legal-sized trout 
has been demonstrated in a number of management areas, and the 
current program of expansion and improvement is expected to increase 
greatly the production of these fishes at hatcheries. However, the 
great amount of food necessary for the production of large numbers of 
legal-sized trout and the inflated cost of meat products emphasize the 
need for an increase in the appropriations for hatchery operation. 

Research on the management of the sports fishery resource has 
added to the fundamental knowledge of means whereby more fish can 
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be produced for the creel. Research has shown that stocking is not 
necessarily the only answer to the problem of producing more fish for 
the creel. Recognizing this fact, the Service has placed biologists in 
the various regions to assist in the management of waters to increase 
the sport fishery resource. These fish-management biologists assist 
Federal and State fish-culturists, conservation organizations, and 
individuals on the problems connected with the management of waters 
to increase fish production. Cooperative agreements in effect with 
Federal land agencies and various States provide for the making of 
management plans for waters on Federal and State lands. 

In-service training of fish-cultural employees 

Owing to the importance of nutritional study in the feeding of fish, 
the Service, in cooperation with the State of New York and Cornell 
University, has for many years conducted studies on this problem at 
Cortland, N. Y. In conjunction with the research on trout diets, a 
training program for Service personnel is conducted at the Cortland 
station. Service personnel, participating in the experimental work at 
this training school, are kept informed on the results of nutritional 
studies, and improvements attained are immediately applied in 
hatchery production. 

For employees concerned with the rearing of trout and salmon, the 
Service continued the in-service training program at the station at 
Leavenworth, Wash. As previously stated, in cooperation with the 
Alabama Polytechnic Institute at Auburn, Ala., a 2-week training 
course involving the stocking, inspecting, and managing of farm ponds 
was conducted for the benefit of a selected group of employees working 
in farm-pond territories. 

Survey of Great Lakes area 

Lake trout were once considered a very important part of the 
commercial fishery of the Great Lakes. In recent years the catch of 
lake trout has so declined that now it is important only in Lake 
Superior. Investigations have shown that the sea lamprey is respon- 
sible for the decline in the abundance of lake trout, and methods of 
controlling these predators are now being studied. Recognizing the 
importance of maintaining this valuable fishery, the Service has made 
a survey of the Great Lakes to locate sites suitable for the propagation 
of lake trout for restocking purposes. Funds have been appropriated 
to start the construction of a lake trout hatchery on the Upper 
Peninsula of Michigan, and preliminary work on this project is well 
under way. The production of this unit will be used to secure infor- 
mation on replenishing the stock of lake trout in the Great Lakes, and 
esperimental stocking will be closely correlated with current investi- 
gations on the control of the sea lamprey. 


Hatchery construction and rehabilitation 


The continued increase of population in congested areas, the 
depletion of forests by the lumber and pulp industries, the pollution 
of streams, and the construction of great multiple-purpose dams have 
greatly reduced the areas that were once available for the natural 
spawning of game fish. These factors, coupled with the increased 
fishing pressure, have placed a tremendous strain on existing fish- 
cultural establishments to provide game fish for restocking purposes. 
To endeavor to meet this demand, Congress provided funds to initiate 
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the construction of four hatcheries, to continue the construction of one 
hatchery, and to enlarge and modernize a number of existing 
hatcheries. 

At North Attleboro, Mass., construction of a combination trout 
and warm-water station was started. The land was cleared, warm- 
water ponds were constructed, and engineering plans for structures and 
trout rearing facilities were completed. 

At Millen, Ga., land has been acquired, preliminary engineering 
work has been completed, and construction is expected to start soon 
on a new pondfish hatchery. 

At Pendills Creek, Mich., the preliminary engineering has been 
completed and the land has been acquired for the new lake trout 
hatchery. The drilling of a well has been contracted, and the con- 
struction of facilities will start in the spring. 

The new pondfish station at Bald Hill Dam, N. Dak., has been 
more than 50 percent completed by the construction of the rearing 
ponds with water supply and drainage facilities. The holding house 
at this site is being constructed by force account. 

Three residences and garage facilities, preliminary clearing, and the 
drilling of a well have been completed in a continuation of the hate hery 
construction at McNenny, S. Dak. ‘The construction of a hatchery 
building has been contracted for this site. 

Major reconstruction, expansion of rearing facilities, and moderniza- 
tion of fish-cultural facilities and structures are being accomplished 
at the following hatcheries: Nashua (N. H.), Hagerman (Idaho), 
Hot Springs (N. ~ Mex.), Berlin (N. H.), Bozeman and Ennis (Mont.), 
Cape Vincent (N. TT. Corning (Ark.), Dexter (N. Mex.), Erwin 
(Tenn.), Harrison Lake (Va.), Hebron (Ohio), Leadville (Colo.), 
Meridian (Miss.), New London (Minn.), Quilcene (Wash.), Tisho- 
mingo, (Okla.), Warm Springs (Ga.), White Sulphur Springs (W. 
Va.), Williams Creek (Ariz.), and Lamar (Pa.). In addition, a 
supplemental water supply was provided at Uvalde (Tex.), and major 
improvements were made at the Farnsworth (Pa.) hatchery. 

The special allotments for construction were supplemented by an 
allotment of $135,000 for the rehabilitation of other hatcheries in 
need of repairs. These funds were used for making repairs and im- 
provements at those hatcheries having the most “urgent need. A 
recent survey has shown that the amount alloted for rehabilitation 
is only about one-fourth of the annual requirement for a well-balanced 
maintenance program for the various installations. 


Trends in fishing pressure and fish production 


Increased demands are being placed upon the Service to provide 
fish for stocking purposes. During the war years, the number of 
fishermen buying licenses averaged 8 million per year, now the num- 
ber has increased to more than 15 million (table 1). This increased 
fishing pressure is reflected by the increase in the i of applica- 
tions received (table 2). 

In general, the production of game fish was at a high level during 
1950 in spite of the extremely high costs of fish food and the need 
for improvement and expansion at many of the hatcheries. Emphasis 
was placed on the production of the more important species, including 
salmon, warm-water forms, and trout. Despite the high rate of 
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production, it was not possible to meet the demand for these species. 
The production of the various types of fish for the years 1940 through 
1949 is presented in table 3. A breakdown of the 1949 production 
by States, hatcheries, species, and sizes is presented in table 4. 


TABLE 1.—Fishing licenses issued in United States 


Fiscal year: 
eg Sa ca cece 


RE a oe ae Eee 


is clininibealenivirwmsnnea 
nike Site aie seine 
Pi tnhvehhinas $akeane ves 


TABLE 


Farm 
pr mynd 


| 
a Formal ap- 
Year plications ! | 
| 


3, 302 

. 190 

. 834 | 
5, 204 | 
2, 668 

, 873 


1940__. 
1941 
1942 
1943 __. 
1944... 
1948___. 


4, 250 
6, 164 
10, 892 
19, 058 


! These cover all waters except farm 


Number of 
licenses 


, 931, 154 
8, 094, 034 
8, 423, 218 

, 028, 674 

, 830, 477 


1945. 
1946. . 


Total appli- || 


Pay 
cit ons Year 


23, 302 
20, 190 
7, O84 
1, 368 
23, 560 


| 36, 931 


1 
i 
9 


Fiscal year—Continued. 


Ds 
Re 
ae... 


2.—Number of applications received 


Formal ap- 
plications ! 


20, 945 | 
13. O85 
13, 566 | 


14, 210 


163, 977 


Farm 
pond 


24, 26 


Number of 
licenses 
8, 280, 232 


. 11,068, 717 


12, 611, 786 


. 14, 582, 739 


15, 478, 570 


| Total ap- 


4 
7 |} 


cations 


45, 209 





ponds, 


TABLE 3.—Production of fish, fish eggs, lobsters, and terrapin 


| 


Calendar year 


108, 


Trout 


1 
fishes 


722, 050 


| Warm-water | Salmon and | 
| steelhead 
| 


! 


| 


54, 455, 535 ,2il, 


200 


Other species 


| 


311, 970 | 


Total 


, 407, 246, 940 


118, 392, 220 
85, 725, 975 
74, 377, 345 
66, 939, 450 


65, 571, 145 | 


74, 808, 170 
58, 329, 231 
59, 227, 105 
56, 616, 387 


24) 377, 
; 33, 912, 
26, 180, 

25, 497, 
29, 437, 830 
33, 839, 701 
59, 460, 845 
57, 694, 280 


990 
590 
425 


83, 508, 
72, 261, 
54, 982, 
55, 104, 
50, 443, 
72, 493, 010 
81, 253, 629 
63, 788, 950 
64, 574, 286 


390 
880 
825 
935 


505, 620 
470, 670 
688, 795 


955, 578 


5, 635, 
| 7,638, 
| 6,731, 


| 5, 591 . 


} 

’ 564, 2: 
, 539, 629, 137 
| , 749, 200 


5, 862, 960, 190 
7, 820, 835, 920 
), 894, 962, 010 
, 180, 440 

54, 557, 885 

, 661, 303, 260 

3, 051, 696 

3, 226, 100 

, 525, 848 





steelhead trout, and other species. 


Grayling, lake trout, and landlocked salmon are included in other species. 
Trout and warm-water fishes are used in the filling of applications. 


No requests are honored for salmon, 


TABLE 4.— Output of stations operated during the calendar year 1949 


States, stations, and 


species 


CALIFORNIA 


Coleman: 


Steelhead trout_...._- 
Chinook salmon...... 


IDAHO 


Hagerman: 


Rainbow trout. 
Brook trout. .....-- 


Brown trout. - 


Warm River: Cutthroat 
i ithcacciaieers ee tabenae 





Fry 


REGION I 


| 
| 
| 
| 


| 
| 
| 


Fingerling 


Finger- 
ling, 
weight 


Pounds 
700 


6 inches 
or over 


109, 921 | _- 





6 inches 
or over, 
weight 


Total 


Number 
41, 291 
3, 623, 051 
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TABLE 4.— Output of stations operated during the calendar year 1949— Continued 


States, stations, and 
species 


MONTANA 


Bozeman: 
Rainbow trout_- 
Brook trout... 
Brown trout 
Cutthroat trout_- 
Creston: 
Rainbow trout 
Brook trout sci 
Cutthroat trout-_-- 
Lake trout__-_- 
Ennis: Rainbow trout 
Miles City: 
Largemouth black 
bass 
Bluegill 
Catfish 


OREGON 


Delph Creek: Chinook 
salmon 


WASHINGTON 


Big White Salmon: Chi- 
nook salmon 
Carson: 
Brook trout _- 
Chinook salmon... 
Sockeye salmon -.-. 
Entiat: 
Chinook salmon-...- 
Sockeye salmon...... 
Leavenworth: 
Steelhead trout 
Chinook salmon 
Sockeye salmon... - 
Little white salmon: 
Chinook salmon 
Quilcene: 


Rainbow trout----.-- |. 


Chum salmon... 

Silver salmon. -..-.-..- 
Winthrop 

Chinook salmon 

Sockeye salmon 

Silver salmon 

Kokanee salmon 








REGION I—Continued 


| j 
| : | 6 inches | 
he: 
| Sinches | o- over. 


rover | : 
ores weight 


Finger- 
ling, 
weight 

i 


Eggs | Fingerling | Total 


Number 
293, 564 
183, 013 
396, 790 
386, 287 


ava 

223, 218 
98, 303 

1, 328, 037 
66, 654 
400 


Pounds 
1, 840 


Number | 
15, 656 
9, 568 


| 
Pounds 


| 

| 

Number | 
1,899 | 
} 


Number | 
755 | 
383 |. 
323 nna 


, 359 | 
, 445 | 
5, 911 
854 | 
690 


7, 974 | 
7, 330 
12, 022 
3, 992 

171, 120 | 


156 | 740 | 
44 
19 


, 246 
9, 294 
674 


| 13, 184, 000 | 





128, 464 
9, 071. 632 | 


415, 772 | 


235, 191 
9 


140. 400 
ans , 930 | 


*<---- } 
72, 729 | 
50, 557 

4, 816, 


208 
13, 412, 260 


2, 566 | 





50, 120 , 100 


| } 
267 | 
400 

203 
873 | 


es 23, 
607, 069 | 549, 
6, 


480, 





9, 979, 569 


52, 347, 576 





6, 999, 524 262, 074 





REGION II 





ARIZONA 


MeNary 
Rainbow trout 
Brown trout 


COLORADO 


Creede: 
Rainbow trout 
Brook trout 
Cutthroat trout 

Leadville: 
Rainbow trout 
Brook trout 
Brown trout 
Cutthroat trout 

Crystal Lake: 
Rainbow trout 
Brook trout-- 


189, 140 | 
8,000 | 


73, 705 


38, 100 


8, 090. 0 
4, 600. 0 


760, 000 1, 197.1 


725, 000 


514, 
420, 


542, 


780 
360 
400 
19, 050 269, 228 
93, 204 | 
44, 874 


337, 685 | 
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TABLE 4. 


States, stations, and 


species 


KANSAS 


Farlington: 
Large-mouth black 
bass 


Bluegill 
NEW MEXICO 


Dexter: 
Largemouth 
bass 
Bluegill 
Green sunfish 
Channel catfish 
Catfish 
Black crappie 
Eagle Nest: Rainbow 
trout 
Hot Springs: 
Largemouth 
bass___. 
Bluegill. 
Santa Rosa: 
Largemouth 
bass 
Bluegill 
Black crappie 


black 


black 


black 


OKLAHOMA 


Tishomingo: Largemouth 


black bass_. 
Bluegill 
Channel catfish 
Wichita Mountains ref- 
uge: 
Largemouth 
bass 


Bluegill 


TEXAS 
Austin: 
Largemouth black 
bass 
Bluegill 
Channel catfish 
Fort Worth: 
Largemouth black 
bass 
Bluegill 
Red sunfish 
Channel catfish 
White crappie 
Inks Dam 
Largemouth black 
bass 
Bluegill 
Channel catfish 
San Angelo: 
Largemouth black 
bass 
Bluegill 
Channel catfish 
Black crappie 
San Marcos: 
Largemouth black 
bass 
Bluegill ‘ 
Channel catfish 
Uvalde: 


bass 
Bluegill ; 
Channel catfish. _.-- 


black 


Largemouth black 


Number 


6, 209, 000 


REGION 


Number 


82, 000 


149 


; 


Ouiput of stations ope rated du ‘ing the calendar year 1949 Continued 


II—Continued 


Fingerling 


Number 
35, 163 


91, 510 


434, 126 
668, 050 


528 


8.897 | 


405 


3, 780 


663 


21, 510 


~ 300 | 


663 
940 
. 648 


239, 876 
214, 439 
32, 411 
500 


Pounds 


792.5 


85. 2 


Number 


AK) 
500 


900 
3, 000 
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TABLE 4.—Output of stations operated during the calendar year 1949— Continued 
REGION II—Continued 





States, stations, and Finger- 6 inches | 6 inches 
| or over 


| or over, 


, F Fi i i 
species ry ingerling ling, oo 


weight 


UTAH 


Springville: 
Largemouth black Number Number Pounds Pounds 
bass 6, 055 122.0 
Bluegill _ _-- 3 4, 085 16.4 ee 
Rainbow trout i aentralieal 389,255 | 4,819.6 5, 075. 417, 130 
Brook trout-- |- 78, 960 548. 1 : > 78, 960 
Brown trout ‘ 39, 110 650. 0 ) a 5. 49, 500 
Cutthroat trout 226, 600 246.0 298, 600 


WYOMING 


Saratoga: | 
Rainbow trout S caecemtaaee a , 710.0 | 471, 560 
Brook trout 16, 050 : 193, 720 
Brown trout : 82, 608 
Cutthroat trout ) 2 245, 225 

Yellowstone Park: 
Rainbow trout 407, 160 | | 407, 160 
Cutthroat trout 115, 855, 891 Rein alanine | 17, 547, 891 
Grayling | 1, 227, 595 | 500, 000 | ee tecancscean 1, 727, 595 











Total..... seienseatal 25, 209,096 | 1,894,313 | 13, 463,385 | 41,700.4 |: 3 | 40, 784, 070 





REGION III 








Indiana 





Argos: 
Pena black 
SR ead hence Seer i 
Smallmouth © black 
bass } 
SD icacnccniemen 

Rochester: | 
Largemouth 
bass 
Smallmouth 
bass 
Bluegill 
Catfish 
Black crappie 
Yellow perch 





IOWA 


Fairport: | 
Largemouth black 
A a ie ee 71, 538 ; - 71, 608 
Smallmouth _ black | 
bass 10, 400 7 15, 400 
Blue gill 487, 312 ‘ 487, 312 
Channel catfish | -6 | 710 
Black crappie | ‘ 3. | 425 
Guttenberg: | 
Largemouth black | 
bass ‘ ene : ; : ' 4 | 5: 32. § 238, 280 
Striped bass Bs ae eae én : f | 339 | 422. 339 
Sa eri ai ¢ B7. : 12. 497, 200 
Channel catfish Paaicebg hag eanteicabadeht ) 5. 30 | 3. 3, 030 
Catfish sis La Pas i as 5 41, 400 
Black crappie : : 5 200.0 | 300. 3, 700 
Northern pike .1 | | 2, 981, 708 
Manchester: 
Smallmouth black | 
NE dees Soe ad : 39.0 | 26 
Rainbow trout 75, 2 y f 2, 696.5 | 925, 290 
38, 87 » oon 741.0 | 241, 100 
169, 700 310. 754.21 174,371 
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TABLE 4.—Output of stations operated during the calendar year 1949 


States, stations, and 
species 


MICHIGAN 


Charlevoix: 
Rainbow trout 
Brook trout 

Northville: 
Largemouth 

bass ; 
Smallmouth _ black 
bass 
Bluegill 
Rainbow trout 
Brook trout 
Brown trout 


MINNESOTA 


New London: 
Largemouth 
bass 
Smallmouth 
bass 
Bluegill - _. 
Catfish 
Northern pike 
Walleyed pike 
Yellow perch _-. 
Suckers 
Minnows 


black 
black 


MISSOURI 


Bourbon: Rainbow trout 
Neosho: 
Largemouth 
bass 
Smallmouth 
bass 
Bluegill 
Rainbow trout 
Brown trout 
Channel catfish 


black 


NEBRASKA 


Crawford: 

Largemouth black 
bass 

Bluegill : 
Rainbow trout 
Brook trout 
Brown trout 
Channel catfish 
Catfish 


NORTH DAKOTA 


Valley City: 

Largemouth black 
bass 

Bluegill 
Catfish ; 
Black crappie __ 
White crappie 
Northern pike 
Walleyed pike. _. 
Yellow perch 


SOUTH DAKOTA 


Spearfish: 
Rainbow trout 
Brook trout 
Brown trout... 
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REGION III—Continued 


Fry 


Number Number 


black 


30, 000 


| 
} 
j 
| 


| 
| 


| 5, 250,000 | 3, 060, 000 
| 186, 000 


740, 000 


, 370, 000 


black | 


522, 000 |_- 


1, 800, 000 


83603—51——-11 


Finger- 
ling, | 
weight 


6 inches 
or over, 
weight 


6 inches 


a oe Tots 
Fingerling or over Total 


Number Pounds 
171, 050 1, 475.8 
236, 669 2, 447. 6 


Number | Pownds Number 
171, 050 


236, 669 


, 409 


. 730 

1, 380 

5,445 | 
000 | 
200 


127 2, 000 


” 
aé 


21, 800 | 
, 450 
820 


800 
ORS 
820 
000 
000 
. 168 
758 


, 250 


000 
. 740 
278 


914 600 
000 | 
57, 748 
75 
, 275 | 
3, 350 
»415 


100. 
28. 345 
8. 413 


. 24 | 
620 
660 
173 
612 
i, 700 
, 750 
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TaBLeE 4.— Output of stations operated during the calendar year 1949— Continued 
REGION III—Continued 


States, stations, and 
species 


WISCONSIN 


Genoa: 

Largemouth 
5 eee 

Smallmouth 
bass_. 

Bluegill 

Brown trout 

a Crosse: 

Largemouth 
bass _. 

Bluegill. _- d 

Rainbow trout. -_--.- 


en ocsEnemeccs 


Brown trout 

Catfish 

Yellow perch 

Lake Mills: 

Largemouth black 
AL Rae. 

Smallmouth black 
NE wei 4 

Bluegill 

Rainbow trout____-_-- 

Brook trout 

Brown trout.......-- 

White crappie_...___- 


ALARAMA 


Carbon Hill: 
Lergomonth black 
ASS 
Bluegill 
Elk River: | 
Largemouth black 
bass 
Bluegill....__- 
Channel catfish 
Black crappie 
Marion: 
Largemouth black 
aSS = aook 


Bluegill 


| 


ARKANSAS 


Corning: 
Largemouth 
pees... 
Bluegill : 
Mammoth Spring: 
Largemouth 


ASS 


Smallmouth black| 
| 


JaSS_. dah oe i. 


Bluegill. _- 
FLORIDA 


Welaka: 
Largemouth black 
bass - 
Warmouth bass 
Bluegill 
Redear sunfish 


GEORGIA 
Chattahoochee Forest: 


Rainbow trout 
Brook trout 


Fry Fingerling 


Finger- 
ling, 
weight 


or over 


6 inches | 


6 inches 
or over, 
weight 








Number 
177, 617 


27, 790 
462, 516 


89, 510 
200 
329, 423 
297, 089 
151, 332 


123, 713 


5, 950 
256, 043 
29, 650 
16, 150 
36, 000 
3, 565 


9, 286, 567 


REGION IV 


1, 160, O87 


3, 254, 670 


2, 500 


356, 228 


22, 260 
1, 042, 875 
9, 000 





16, 540 | 
645, 634 


42, 616 | 
103, 075 | 


38, 640 | 


384, 492 | 


2, 762, 563 | 


144, 479 | 


84, 383 | 


242, 084 


Pounds 


2, 273. 0 


386. 1 
1, 005. 1 


279. 
4 


1, 073. 
1, 192. 
519. 
120. 


1,371. 


150. 
255. 6 
128. 
69. 
195. 


23. 


40, 000. 4 | 


36.7 


| 1, 000 





1, 577.6 


104. 5 | 


4, 960 
1, 288. 
291. ¢ 


1, 296 
444 


Vid 


18. 


&, 123 


Number | 





185,016 | 37, 253.5 


11, 194 | 


Pounds 
167.0 


1, 262. 0 
1, 751. 0 


Number 
178, 631 
27, 790 
462, 516 


As 
8, 7! 


89, 510 
200 
329, 423 
297, 089 
151, 702 
2, 530 
50 


124, 114 


9, 000 
256, 043 
29, 650 
16, 150 
36, 000 
3, 565 





25, 742, 830 


19, 610 
645, 634 


42, 616 
1, 160, 387 
103, 075 
38, 640 


384, 637 
2, 764, 563 


144, 479 
3, 254, 670 


84, 383 


252, 500 
356, 228 


468, 329 
22, 520 

1, 042, 875 
9, 000 


--| 





FEDERAL WILDLIFE CONSERVATION ACTIVITIES, 1950 153 


TaBLE 4.—Output of stations operated during the calendar year 1949—Continued 


States, stations, and 
species 


GEORGIA—continued 


Cohutta: 
Largemouth black 
ASS eae . ‘ 
Bluegill. 
Warm Springs: 
Largemouth black 
bass ei 


Bluegill _- 


KENTUCKY 
Louisville: 
Largemouth black 
bass 


Bluegill____ 
LOUISIANA 


Natchitoches: 


Largemouth black 


bass 


Bluegill. . 
MISSISSIPPI 


Lyman: 
Largemouth black 
Bass ‘ 
Bluegill __- 
Meridian: 
aqrgomouth black 
458 . bee 
Bluegill _. 
Tupelo: 


bass... 


Bluegill 
NORTH CAROLINA 


Edenton: 


Largemouth black 


bass ._. 
Bluegill _ - 
McKinney Lake: 
Largemouth 
bass 
Bluegill 
Pisgah Forest: 
Rainbow trout 
Brook trout 


SOUTH CAROLINA 


Cheraw: 
Largemouth _ black 
"eee ai idan 
Warmouth ba: 
Bluegill 
Orangeburg: 


Largemouth black 


bass 
Bluegill 
Orangeburg County: 
Warmouth bass-_-_..- 
I --shinccsen Gcnahicteas snes 


Redear sunfish_._-.. 


Catfish...... 

Black crappie 
Walhalla: 

Rainbow trout. .... 

Brook trout 

Brown trout 


TENNESSEE 


Erwin: 


Rainbow trout.-...--.-| 


Brook trout 
Brown trout 


Largemouth black 


Eggs 


o , 182, 409 








REGION IV—Continued 


| 

| 6 inches 
| Or over, 
weight 


| Finger- 
Fry Fingerling ling, 


weight 


6 inches 
or over 


Number | Number | Pounds | Number | Pounds | Number 
178, 189 185. 4 150. 0 178, 969 
1, 575, 367 | 2,150.0 | Riad 1, 575, 367 


60, 640 61. 
89, 200 gl. 





321, 688 


634, 860 \ 505 


, 372, 565 ; teks ied eee ae 565 





| 
140, 279 | 
2, 184, 008 





100, 000 | 


141, 000 onan 
20. 5 


1, 110.0 
3, 947.0 


, 416 | 
5, 997 | 
, 675 


147, 991 | 47.6 163, 
354, 850 | .8 | a at $6 





34, 523 94.0 | 34, 523 
504, 151 | 872.0 |- ee ae 504, 151 
156, 848 | le mere at 156, 848 

6,121 | 1,389. 980.0 | 10, 841 
41, 660 226. 41, 660 





141, 610 | ,571 | 562. 148, 182 
R2, 002 , O59. , 264 532.0 | 86, 262 


16, 614 7, oes 05a 16, 614 


139, 140 | 0 | 71| 7,734 190, 861 
10, 000 | 482.0 18, 543 2, 687.0 28, 543 
150.9 | 5, 261 | 658.0 | 2, 096 
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TABLE 4.—Output of stations operated during the calendar year 1949—Continued 


States, stations, and 
species 


VIRGINIA 


Harrison Lake: 
Largemouth 
bass... . 
Bluegill _- 
White crappie 
Wytheville: 
Largemouth 
bass 
Rock bass 
Bluegill. 
Rainbow trout 
Brook trout 


black 


Total. ... 


DELAWARE 


Dover Co-op.: 
Largemouth 
bass_._-.- 
Bluegill - - 


MAINE 
Boothbay 
Flounder.-. 
Craig Brook: 
salmon. ..-.-.-- 
MASSACHUSETTS 


Gloucester: Lobster. 
Hartsville: 


Smalimouth black 


bass Se 
Rainbow trout_-__-- 
Brook trout 
Brown trout... -- 


NEW HAMPSHIRE 


Berlin 
Brook trout 
Atlantic salmon 
Nashua: 
Rainbow trout 
Brook trout 
Brown trout 


NEW YORK 


Cape Vincent: 
Largemouth 
bass 
Smallmouth 
bass 
Carpenter’s Brook: 
argemouth 
bass 
Smallmouth 
bass 
Bluegill 
Rainbow trout 
Brook trout 
Brown trout 
Cortland: 
Rainbow trout 
brook trout 
Brown trout 


black 
black 


black | 


black 


Harbor:| 


Atlantic | 


black | 


Fry 


Number Number 


1, 631, 000 


1, 631, 130 


1545, 871, 000 


| 9, 690, 500 


42, 480 | 


black | 


REGION V 





| Fingerling | 


Number 


24,110 | 


995, 


sed 


671, 


12, 461 


17, 585 
83, 870 
53, 430 


14,411 | 


1, 213,060 | 28, 264, 413 


1, 658 
10, 580 


270, 625 | 


198, 450 | 


7, 543 | 
2,700 | 
2, 288 


103 


REGION IV—Continued 


Finger- 
ling, . 
weight | °F over 


Pounds | 
67.1 
> 


476. ; 


65 | 


| 
| 6inches | 


Number 
265 | 


| 

| 6 inches 
or over, | 
weight 


Total 


Number 
24, 375 
671, 225 
9.0 65 


Pounds 
78.0 | 


15 


34, 040 
18, 791 


197, 995 


231, 992 | 


1, 270 


154 | 
690 


~ 
‘ 


3 


6, 530 
15, 001 
10, 144 


15, 124 
19, 373 
17, 311 


7, 084. 7 
2, 893.0 


33, 131.2 


32, 811.0 | 10, 120, 942 
agnor | 42, 480 
320. 108, 

65. ¢ 2, 
218. 5 | §2, 





‘ 


“1, 220 
2, 645. 
1. 640. 


1, 943. 


2, 615. 5 


3, 691. 6 
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TABLE 4.—Output of stations operated during the calendar year 1949—Continued 


REGION V—Continued 


| 
States, stations, and | es 
species | Eggs 


| 
| Fry 
| 


| 


OHIO 
Hebron: 
Largemouth black | 
bass | 
Smallmouth black 
bass 
Bluegill. . 
Senecaville: 
Largemouth black 
bass 
Bluegill 


Number | 
40, 000 | 


Number 


PENNSYLVANIA 


Lamar: 
Largemouth black | 
bass 
Smallmouth black | 
bass... 
Bluegill 
Rainbow trout 
Brook trout--. 
Brown trout 
Channel catfish 
BUR cco acce tbe 
Farnsworth: 
Rainbow trout. 
Brook trout 
Brown trout 


RHODE ISLAND 


Arcadia: | 

Largemouth black 
bass : 

Smallmouth black 
bass ea 

Bluegill eee 

Rainbow trout.___- 

Brook trout 

Brown trout 

Catfish 


VERMONT 


Pittsford: 
Rainbow trout. 
Brook trout 
St. Johnsbury: 
Smallmouth black 
bass Sto 
Brook trout 


ae ~ 80, 000 
Landlocked salmon 


20, 000 
VIRGINIA 


Fort Belvoir: Shad 

New Castle: 
Rainbow trout_- 
Brook trout--_- 


WEST VIRGINIA 


Leetown: 
Largemouth 
bass__ os cee 
Smallmouth black | 
bass 
Bluegill ......-_- 
Rainbow trout 
Brook trout 
Brown trout 
Black crappie 
Moorefield: 
Largemouth black 
ai 
Smallmouth black 
bass 


black 


Finger- 
ling, 


Fingerling 
| weight 


Number | 
59, 769 


Pounds 


5, 608 4.9 
179, 210 | 312.9 


16, 795 


125, 120 


40 


250 


4, 600 87.2 


200 1, 580 


302. ! 
654. ¢ 
14 
92. ¢ 
71 


99 
22. 


58.5 


16. 


675.6 | 


6 inches 
or over, 
weight 


6 inches po 
or over Total 


Number | Pounds Number 


99, 769 
5, 608 
79, 210 


», ORS 
25, 120 
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TaB_Le 4.—Output of stations operated during the calendar year 1949—Continued 


States, stations, and 
species 


WEST VIRGINIA—COR. 


White Sulphur Springs: 
Largemouth black 


Bluegill _- 
Rainbow trout 
Brook trout 


Eggs 


Number 


REGION—Continued 


Fry Fingerling 


Number 
12, 406 
112, 645 
84, d = 


Number 


Finger- 
ling, 
weight 


Pounds 
71.7 
356. 1 

1, 050. 6 


6 inches 
or over 


Number 


92, 586 


6, 028 


| 6 inches 
or over, 
weight 


Pounds 


8, 981.0 
2, 280. 5 


Total 


Number 
12, 406 
112, 645 
153, 787 
38, 748 


. 24,658 | 5, 292.0 24, 668 


3, 125, 499 








656, 030 |110, 929.7 


9, 988, 338 26, 66 3. 1 


5f 9, 333, 740 583, 103, 8, 607 





55, 356, 658 |587, 163, 359 106, 487, 440 | 424, 166. 8 





11, 518, 301 |245, 588. 7 





BRANCH OF ENGINEERING 


SCOPE OF ACTIVITIES 


The Branch of Engineering furnishes engineering services as required 
by the Service in connection with construction, alteration, and main- 
tenance of improvements; utilization and use of land, equipment, and 
improvements; acquisition and disposal of land and improvements; 
negotiation of water-rights agreements and for evaluation of the engi- 
neering phases of the work programs of other governmental entities 
as they affect fish and wildlife resources. The Branch establishes and 
directs fire prevention and safety programs in connection with the 
use, operation, and maintenance of land, equipment, and improve- 
ments. 


SUMMARY OF ACTIVITIES AND REPORT ON PROGRESS 


The Branch of Engineering was formally established by secretarial 
order on March 28, 1950. The Branch is now comprised of a central 
office staff and units in each of the five regional offices within the 
continental United States. Organizational work has been completed 
and the Branch has successfully carried out the functions assigned to 
it. A brief summary of activities by organizational units appears 
below. The summary covers the period July 1 to December 31, 1950. 
Section of design and construction 

This Section is responsible for preliminary investigations from a 
functional standpoint and preparation of master plans for ultimate 
development of projects; preparation of sketches, outline specifica- 
tions, landscape lay-outs, architectural and structural designs, and 
technical specifications for construction. The unit is responsible for 
supervision of actual construction, remodeling, or repair of buildings, 
dams, or other structures including the inspection of operations, ma- 
terials, and processes employed and for rec ‘commending acceptance of 
construction work. Engineering work has been accomplished on 135 
construction projects totaling over $2,000,000 in cost. Plans have to 
some extent been standardized for buildings, water-control structures, 
fishponds, raceways, and other structures. The standardization of 
designs and plans will materially reduce the cost of engineering serv- 
ices on future construction and produce other desirable results. 
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Section of drafting and reproduction services 


This Section, using data received from reports, field notes, sketches, 
and outline specifications of Service engineers, prepares architectural 
and engineering details, complete working drawings, maps, building 
lay-outs, charts, and plats. The Section prepares engineering data for 
reproduction as required and prepares orders for re production. This 
Section has successfully met the heavy demands upon it that resulted 
from the volume of work accomplished by the Engineering Branch. 


Section of cadastral engineering 


This Section is responsible for cadastral engineering required in the 
establishment and maintenance of land boundaries; the compilation 
of landownership status and topographic maps in connection with 
the Services’ land acquisition and disposal program. and for topo- 
graphic engineering service in connection with all Service land utiliza- 
tion and use programs. This Section completed surveys as required 
for the acquisition of all lands approved at the last meeting of the 
Migratory Bird Commission, and the backlog of boundary : surveys 
was reduced to some extent. Other cadastral and topographic engi- 
neering services were furnished as required. 


Section of hydraulic engineering 


This Section is responsible for advising on, supervising and per- 
forming investigations and studies involving the gathering and inter- 
pretation of hydrological data concerning the properties, availability, 
and distribution of ground water; studies and reports on rainfall, 
runoff, stream gaging, and stream flow; forecasting flood and riv er 
stages; planning, operation, and maintenance of reservoirs, dams, 
penstocks, spillways, flumes, and other hydraulic features affecting 
the plans and conservation measures of the Service on both projects 
controlled directly by the Service and in an advisory capacity on 
projects controlled by the governmental entities which are related to 
the interest of the Fish and Wildlife Service. Review was made of 
180 water-control projects in relation to fish and wildlife resources, 
Section of Federal-State projects 


This Section cooperates with the recipients of Federal funds for 
furthering fish and wildlife conservation on the conduct of engineering 
studies and preliminary construction planning. The Section advises 
with respect to appropriate structural types, designs, and locations; 
anaylzes construction plans specifications and cost estimates propose d 
by cooperators; recommends approval, disapproval, or appropriate 
changes in plans submitted to insure structural stability, economy, 
and efficiency of operation in the completed structures; inspects con- 
struction in progress and upon completion and makes proper recom- 
mendation on the propriety of approving State reimbursement claims. 
Engineering services have been furnished by this section as required 
on work totaling approximately $3,000, 000. Work with the States 
on preliminary construction has served to eliminate in many cases 
factors which would have resulted in difference of opinion and even 
project rejections. The work of this Section is current. 


Section of safety and mechanical engineering 


This Section is responsible for the establishment and direction of 
fire prevention and safety programs in connection with the use, opera- 
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tion, and maintenance of land, equipment, and improvements. The 
unit is also responsible for the design of mechanical equipment; the 
proper utilization of mechanical and motorized equipment including 
small boats; writing of specifications in connection with the procure- 
ment of major mechanical property; acceptance inspections; lay-out 
and installation of fixed equipment in Service plants and the prep- 
aration of technical manuals relative to the operation, care, and 
maintenance of mechanical equipment. The Section establishes and 
administers a program of preventive maintenance for mechanical 
equipment both fixed and mobile. The equipment involved has an 
approximate value of $8,000,000 with an annual operating cost of 
approximately $1,000,000. Fire prevention, safety, and maintenance 
programs established and directed by this unit, we believe, have been 
responsible for preventing many fires and accidents resulting in in- 
creased operating efficiency while decreasing operating costs. 


DEPARTMENT OF THE ARMY, 
OFFICE OF THE CHIEF OF ENGINEERS, 
Washington 25, D. C., April 2, 1961. 
Hon. A. Wixiuis Ropertson, 
Chairman, Subcommittee to Investigate Wildlife Conservation, 
Committee on Expenditures in the Executive Departments, 
United States Senate, Washington, D. C. 

Dear Senator Rosertson: Reference is made to your letter of 
February 1, 1951, and our reply by letter dated February 20, 1951, 
with reference to request by the Subcommittee To Investigate Wild- 
life Conservation for a report by the Corps of Engineers to be published 


in a report by the committee on activities of the Federal and State 
agencies. 
I am pleased to submit herewith our report, in triplicate, on Con- 
servation Activities of the Corps of Engineers for 1950. 
Sincerely yours, 


STANLEY G. REIFF, 
Colonel, Corps of Engineers, Executive, Civil Works. 


Report ON WILDLIFE CONSERVATION AcTIVITIES, CoRPS 
or ENGINEERS, 1950 


SUMMARY 


The manner in which the Corps of Engineers discharges its respon- 
sibilities under specific authorizations by the Congress for the Federal 
Government’s program for improvement and maintenance of the 
waters of the Nation in the interest of navigation and flood control 
with respect to wildlife conservation has been outlined in previous 
statements before this subcommittee. The organization of the Corps 
of Engineers and procedures followed in developing a sound and 
effective program of wildlife conservation on lands and waters under 
its jurisdiction may be found in the published hearings of the sub- 
committee in previous years. Presented herewith are the basic 
principles and accomplishments involved in this program during the 
past year. 


a ee ee ee ee ee eee ee ee ee ee ee lees oe, le. lf 
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While the Corps of Engineers is not responsible for carrying out 
programs specifically for management of fish and wildlife resources, 
it develops plans for management of lands and waters providing for 
development and administration of these resources by the responsible 
State and Federal agencies and cooperates fully with these agencies 
in carrying out their respective programs. 

In order that full advantage may be taken of the opportunities 
afforded by flood control and navigation projects for enhancement of 
natural resources and that optimum public benefits may be obtained 
therefrom, project land and water areas are made available to the 
State and Federal conservation agencies for use in carrying out their 
respective functions. Large areas ; of lands and waters which could not 
economically be made available for fish and wildlife conservation pur- 
poses alone are thereby made available to the States and the means are 
provided for development of controlled public hunting grounds, 
wildlife refuges, field trial grounds, wildlife management areas, sites 
for game production units, grounds for research, experimentation, and 
demonstration of conservation practices, sites for fish production with 
essential water supplies and other facilities as a collateral use and 
benefit of the flood-control and navigation program. Located as the 
projects are in the primary water courses of the Nation and the coastal 
areas coinciding with the primary migratory waterfowl flyways of 
the continent, and by their very nature of water regulation providing 
improved waterfowl habitat, the flood-control and navigation program 
provides outstanding benefits for the waterfowl population of the 
continent and some of the most valuable and strategically located 
lands for management in the Federal migratory waterfowl program 
carried out by the Fish and Wildlife Service. 

The services of all State and Federal agencies are fully employed 
in studies and investigations to determine the effects of project con- 
struction and operation upon fish and wildlife and modifications that 
may be adopted to amplify beneficial influences and lessen any unde- 
sirable effects, and the Federal costs therefor are included in the costs 
of the projects. The Corps of Engineers undertakes engineering 
studies essential to coordination of this phase of project work and 
cooperates with the State and Federal conservation agencies in carry- 
ing out their programs by furnishing technical assistance, supplying 
data and information about the projects and their operation, assist- 
ance by project management personnel, joint development of manage- 
ment plans, and cooperative use of project equipment and facilities. 

These methods of procedure in developing the program for con- 
servation of fish and wildlife resources of Corps of Engineers’ projects 
obtain the greatest practicable benefits at the least possible cost and 
without significant expenditures by the Federal Government. In 
most instances, the increased revenues accruing to the States from 
additional license fees resulting from public use of new fish and wildlife 
resources created by the projects more than pays the full costs for 
development and management work accomplished by the States and 
thereby relieves the States of any financial burden as a result of the 
projects. These newly created resources in many instances provide 
funds for conservation work throughout the States on areas other 
than the projects from which they are derived. For example, the 
State of Mississippi has obtained revenues from out-of-State license 
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fees alone of more than $100,000 in 1950 directly related to public use 
of the Arkabutla and Sardis flood-contro] reservoirs and the costs to 
the State for development and management of the resources of these 
two project areas were only $45,000. It is evident that the benefits 
from these projects, in terms of public use and funds made available, 
bear a tremendous impact upon advancement of conservation activ- 
ities throughout the Nation. 

The Corps of Engineers has more than 2,000 active flood-control 
and navigation projects in operation and under construction, including 
81 storage reservoirs in operation and 59 additional reservoirs under 
construction. These projects have matured to a point where the 
general public is becoming aware of their tremendous values for wild- 
life and public use of natural resources under fully regulated con- 
ditions that assure conservation of wildlife. Annual attendance at 
49 of the older reservoirs where records of public use have been made 
show over 20,000,000 visitor-days use in 1950. Attendance at the 
Denison Reservoir project exceeded 4,000,000 visitor-days and a 
number of projects received more than 500,000 visitor-days use. Jn 
the more than 8,000,000 visitor-days use at 29 of these reservoirs, 
over 3,000,000 man-days were devoted to fishing and 15 of the same 
reservoirs provided over 122,000 man-days hunting. More than 
10,000,000 pounds of sport fish were harvested from 20 of these 
reservoirs and the commercial fish harvested and sold exceeded 
11,000,000 pounds at an estimated value of more than $2,000,000. 
Improved waterfowl habitat at 5 reservoirs harbored a waterfowl 
population of more than 1,000,000 birds. The fact that these wildlife 
resources are largely new resources added to the total wildlife resources 
of the Nation bears major significance to the collateral benefits derived 
from flood-control and navigation projects for wildlife and their con- 
tribution to the national wealth. 

In the Columbia River Basin, where anadromous fish resources are 
directly affected by construction of water-control structures, the Corps 
of Engineers is actively engaged in a program, in cooperation with the 
State and Federal wildlife agencies, designed to preserve both the 
commercial and the sport fishery at the highest practicable levels. 
The States of Washington and Oregon, in cooperation with the Fish 
and Wildlife Service, initiated a program in 1949 for improvement 
and maintenance of the salmon runs of the lower Columbia River, 
by removal of log jams, bypassing natural falls and obstructions, 
screening of water diversions, and other stream improvements; con- 
struction and operation of fish hatcheries and related facilities to 
establish and maintain salmon populations; and special studies and 
investigations to determine requirements and means and methods for 
accomplishing the objectives, with Federal funds provided through 
appropriations for the Corps of Engineers. A total of $6,377,000 has 
been made available from appropriations to the Corps of Engineers 
by transfer to the Fish and Wildlife Service, a part of which in turn 
has been made available to the States by the Fish and Wildlife Serv- 
ice, for carrying out the program, which it is estimated will ultimately 
cost $20,000,000. 

Provisions are being made by the Corps of Engineers, upon recom- 
mendations by the State and Federal wildlife agencies, for fish passing 
facilities at each of its water-control structures where such facilities 
are required and are feasible, which are estimated ultimately to cost 
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approximately $200,000,000. Fish facilities costing more than $7,000,- 
000 have been installed and successfully operated at the Bonneville 
Dam and similar facilities costing more than $14,000,000 are being 
installed at the McNary Dam now under construction. Operation 
of the facilities at the Bonneville Dam over the past 13 years have 
shown no significant diminution of annual runs due to the effects of 
the dam. 

In addition to the above measures, the Corps of Engineers is 
engaged in @ cooperative program with the State of Oregon for con- 
struction and operation of fish hatcheries to maintain fish populations 
in connection with dams constructed in the Willamette River Basin 
where fish-passing facilities are not practicable. It is anticipated that 
material benefits for fish populations will be realized from these dams 
by stabilization of downstream flows, improvement of temperature 
and other habitat conditions, and reduction of pollution. 

Presented hereafter are the details of wildlife conservation activities 
carried out within each of the divisions and districts of the Corps of 
Engineers. 

NEW ENGLAND DIVISION 


The New England area is served by one field office, the New England 
division with headquarters at Boston, Mass. 

The States of New Hampshire and Massachusetts have received 
material benefits for wildlife in the lands made available by flood- 
control projects for wildlife management under long-term licenses 
issued to the respective State fish and game departments for use of 
Government lands at the Edward MacDowell Reservoir, formerly 
West Peterboro Reservoir, and the Birch Hill Reservoir. 


NORTH ATLANTIC DIVISION 


The North Atlantic division is served by the New York, Philadel- 
phia, Baltimore, Washington, and Norfolk districts. 

Navigation and commercial fishing interests have been coordinated 
by the Norfolk, Washington, and Baltimore districts and the Chesa- 
peake Bay Fish State Board. Regulations proposed by the board 

overning fishing areas in Chesapeake Bay were accepted by the 
ecadon? of the Army and placed in effect by the board. 

Philadelphia district—A long term license was issued to the Board 
of Game and Fish Commissioners of the State of Delaware to main- 
tain and manage wildlife resources on approximately 5,700 acres of 
land and water acquired i in fee by the United States for the Chesapeake 
and Delaware Canal project, Delaware. These lands have been used 
as right-of-way and disposal areas for the project and are naturally 
rich in fish and wildlife resources 

Washington district —In accordance with studies made in coopera- 
tion with the Maryland Department of Game and Inland Fish and 
the United States Fish and Wildlife Service, construction of a bypass 
at Savage River Dam, Garrett County, Md., was begun during 1950. 
The bypass will provide a constant flow of water for the benefit of 
fish life downstream from the dam. 

Norfolk district—Planning for the development of the fish and 
wildlife resources of Buggs Island Reservoir, Va. and N. C., and the 
Philpott Reservoir, Va., was continued in 1950 in cooperation with 
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the Virginia Commission of Game and Inland Fisheries, the North 
Carolina Wildlife Resources Commission, and the United States Fish 
and Wildlife Service. 

New York district—Plans for control of water chestnut in the 
Mohawk and Hudson Rivers, N. Y., were coordinated with the 
United States Fish and Wildlife Service with respect to the effect of 
the project on fish and wildlife resources. Plans for the proposed 
deepening of the Hudson River were also coordinated with fish and 
wildlife interests in selection of spoil areas so that important water- 
fowl areas designated by the New York Conservation Department 
will be protected. 


SOUTH ATLANTIC DIVISION 


The South Atlantic division is served by the Savannah, Jackson- 
ville, Mobile, Wilmington, and Charleston districts. 

The pools and water areas above and below locks and dams on 
the Cape Fear River, N. C.; the Savannah River, Ga.; the Oklawaha 
River, Fla.; the Caloosahatchee River and Lake Okeechobee drainage 
area, Florida: and the Warrior, Black Warrior, and Tombigbee 
River system, Alabama, accommodated approximately 120,000 man- 
days recreational use during the year of which approximately 90,000 
man-days were devoted to fishing. 

Investigations of fish and wildlife resources were made in coop- 
eration with the States and the Fish and Wildlife Service on the 
following project areas: Waccamaw River, N. C. and 8S. C.; Santee 
River system, North Carolina and South Carolina; Savannah River, 
Ga., and S. C.; St. Johns River Basin, Fla.; Sebastian Inlet, Fla.; 
Orange Lake Basin, Fla.; i Intracoastal Waterway, Anclote River 
to St. Marks River, Fla.; Mary de Galvez Bay to South Bay, 
Fla., channel; Bon cn eg Ala., to the Gulf of Mexico, via 
Oyster Bay, channel; and the Alabama-Coosa River Basin, Ala. 
and Ga., flood control. 

Savannah district—In planning for management of project lands 
at the Clark Hill Reservoir, Savannah River, Ga. and 8. C., arrange- 
ments have been made to make 32,000 acres available to the Georgia 
Game and Fish Commission for management and development of 
wildlife resources and similar sites available to the State of South 
Carolina for game management purposes and for construction and 
operation of a fish hatchery. Local interests representing five 
counties adjacent to the area to be licensed to the State of Georgia 
have organized a federation to promote interest in the natural resources 
of the project and aid in developing the tremendous potentialities of 
both the project lands and adjoining private lands. Existing build- 
ings on land acquired for the project have been retained for use by 
the State agencies in connection with the management of wildlife 
areas and plans have been made for the construction of 570 fish 
shelters to be located in the vicinity of various public access points 
on the reservoir to facilitate the harvesting of sport fish. Trees to 
be used in the construction of the shelters have been marked and 
reserved for that purpose in connection with clearing of the reservoir. 

Jacksonville district—A general plan for wildlife management has 
been developed for the conservation area No. 1 of the central and 
southern Florida flood-control project by the United States Fish and 





FEDERAL WILDLIFE CONSERVATION ACTIVITIES, 1950 163 


Wildlife Service, the central and southern Florida flood-control dis- 
trict and the Florida Game and Fresh Water Fish Commission. The 
plan contemplates establishment of a wildlife refuge in eastern Palm 
Beach County as part of the program to make the best use of the fish 
and wildlife resources of the area. 

Mobile district—The Allatoona Reservoir, Etowah River, Ga., was 
first filled in 1950 and opened to public fishing on July 1, 1950. The 
reservoir provided approximately 48,000 man-days of fishing between 
July 1 and December 31, 1950, and a total of more than 300,000 man- 
days recreational use. Creel censuses showed that the harvest of 
sport fish during the period was 81,000 fish weighing approximately 
19,000 pounds. Fifteen boat-launching ramps were built by the 
Corps of Engineers at various public access points and fishing camps 
were established to facilitate public use of the project. 


THE LOWER MISSISSIPPI VALLEY DIVISION 


The lower Mississippi River region below the junction with the 
Ohio River at Cairo, Il., is served by the Memphis, Vicksburg, and 
New Orleans districts. 

The Corps of Engineers cooperated with the State of Mississippi 
in carrying out its program for management of wildlife resources of 
Sardis and Arkabutla Reservoirs by furnishing technical assistance, 
data, assistance by reservoir management personnel on the job, and 
through joint development of management plans. The State game 
and fish commission has assumed full responsibility for management 
of all fish and wildlife resources in the reservoir areas and is obtaining 
excellent results. 

Plans for agricultural land use, including management of forest 
resources, land capabilities for wildlife food and cover management, 
requirements for soil conservation and control of undesirable vegeta- 
tion have been developed in cooperation with the Soil Conservation 
Service for Arkabutla, Sardis, Enid, and Grenada Reservoirs and put 
into use on lands acquired for these projects. Approximately 1,000,000 
trees were planted on Sardis Reservoir lands primarily for control of 
critical soil erosion. 

Studies currently being made of the post-project bottom land forest 
reproduction within the Sardis and Arkabutla Reservoir areas, 
Mississippi, in cooperation with the United States Forest Service and 
the Mississippi Game and Fish Commission, indicate a valuable future 
timber resource in species that will withstand reservoir flood storage 
cycles and furnish important wildlife values. Management plans for 
this resource are being formulated. 

The fisheries division, Mississippi Game and Fish Commission, 
carried on studies of the fisheries resources of Sardis and Arkabutla 
Reservoirs throughout the year. The University of Mississippi 
cooperated with the Game and Fish Commission in special biological 
studies. The findings are being translated into management of the 
fisheries resource. The studies on Arkabutla Reservoir showed 
that the fish population is out of balance and contains a near complete 
dominance of carp and shad species. Plans are being formulated by 
the Mississippi Game and Fish Commission for corrective measures 
through dewatering and selective restocking. 
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Commercial fishing on Sardis Reservoir yielded approximately 
500,000 pounds of commercial fish during the year, with an average 
first-sale value of 18 cents per pound. The State of Mississippi issued 
$100,000 worth of out-of-State fishing licenses by virtue of Sardis 
Reservoir. 

The migratory waterfowl and upland game management division, 
Mississippi Game and Fish Commission, continued “development of 
the Sardis Reservoir waterfowl and upland game management area 
and has completed waterfowl feeding areas totaling approximately 
55 acres of shallow contour subimpoundments. A proximately 2,000 
acres of additional lands were made available to the State for future 
work. The area attracted and held from 4,000 to 10,000 ducks 
throughout the season and Canadian geese in considerable numbers 
used the reservoir for the first time. The State is expending approxi- 
mately $45,000 annually on management of waterfowl and fisheries 
resources within the reservoir area. 

Use of native millets to form a vegetative cover has been employed 
in shoreline maintenance at Sardis Reservoir to provide valuable 
wildlife food and cover extensively used by waterfowl and at the 
same time inhibit willow reproduction favorably for mosquito-con- 
trol operations. 

Studies have been completed by the Mississippi Game and Fish 
Commission for management of wildlife resources of the Grenada 
Reservoir and consideration is being given to utilization of a portion 
of Enid Reservoir for migratory waterfowl by the Fish and Wildlife 
Service. 

A license has been granted to the Arkansas Game and Fish Com- 
mission for management of all fish and wildlife resources of Narrows 
Reservoir. Studies were carried out by the Commission during the 
year to determine initial stocking requirements, population, and 
growth rates, effects of downstream flows, and future management 
planning requirements. The Game and Fish Commission planted 
stocks of bass, bream, crappie, and catfish during 1950, the year 
of initial impoundment, making 32 separate plants consisting of a 
total of 187,600 largemouth bass, 509,500 bream, 35,100 crappie, and 
600 channel catfish, or a total of 732,800 fish planted. One popula- 
tion study was made in August 1950 which showed a predator-non- 
predator ratio, by weight, of 1:2.45. Similar work will be initiated 
during the year 1951 on Blakely Mountain Reservoir, Ark., now 
under construction. 

The Missouri Conservation Commission continued management of 
the fish and wildlife resources of Wappapello Reservoir under license 
agreement. During the year the commission planted 170 acres with 
wildlife foods, including millet, rye grass, and wheat. Fourteen quail 

lots, 30 by. 160 feet, were prepared in selected locations. One 
1undred and thirty-one wood duck nests were placed. Data for the 
continuing creel census were taken intermittently, 600 creel census 
records were made, and two test net investigations were made to 
determine the condition of the fishery. 

The United States Forest Service completed field work in connection 
with the preparation of a forest management plan for Wappapello 
Reservoir. 

Consistently high fish and wildlife production and progressively 
increasing public use of project resources at completed reservoirs 
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demonstrate large present benefits and the possibility of even higher 
future benefits in wildlife values provided by flood-control and navi- 
gation projects. Information obtained on public use and wildlife 
production at Sardis, Arkabutla, Narrows, and Wappapello Reservoirs 
is as follows: 

Public use of reservoir areas—1950 


Arka- r | Wappa- 
rrows 1} pe 
butla |Narrows *) pello 


i 
| 
Sardis 
| 
| 
| 
| 


Number of boats available for rental ‘ bake 528 
Number of privately owned boats used. . 4, 034 
Number of boat rental days. -- Se ee ieeataes Sate” See 1. 
Number of fishermen-days in outlet channel__....-...---_----- -| 50,000 
Pounds of game fish taken Saati 270, 000 
Numbes o1 fisherman-days in lake..._..........----- scceces} | 206; 000 20, 000 5, 000 
Number of hunter-days ._-- ---| 20,000 10, 000 1, 500 >, 500 
Average daily kill per hunter (ducks and geese) | 1.09 ee ica 1.0 
Number of general recreationist-days (exclusive of hunting and | | 

fishing) si ed 240, 000 12. 000 60, 000 )2, 000 
Total visitor-days bvtbbusieout) GL O00 43, 000 81, 500 127, 000 
Number of man-days camping in org: anized c amps. Noho ainisipihs 5, 600 


388 
2, 538 
20, 000 
, 000 


! Initial year of impoundment, 


A program for the destruction of water hyacinth and alligator weed 
in navigable waterways and feeder streams, and distribution of scien- 
tific and operational data to interested State and Federal agencies in 
the New Orleans district has been coordinated with the program of 
the Louisiana Department of Wildlife and Fisheries for eradication 
of water hyacinths from lakes and streams of the State. These pro- 
grams are making large areas suitable for fish and wildlife and acces- 
sible for fishing, hunting, and trapping. 

A detailed operational study was made of the effect of the 1950 
opening of the Bonnet Carre spillway on oyster beds in Mississippi 
Sound and the Louisiana marsh and the results were made available 
to interested agencies. 

The United States Fish and Wildlife Service furnished reports on 
the effect of several projects under consideration on fish and wildlife 
as follows: the New Madrid floodway, Missouri; Lake Chicot, Ark.; 
Barataria Bay waterway and Bayou Chevreuil, La. 


SOUTHWESTERN DIVISION 


The Southwestern Division is served by the Little Rock, Tulsa, 
Galveston, Fort Worth, and Albuquerque districts. 

Little Rock district—Lands were made available to the Arkansas 
Game and Fish Commission for construction of a headquarters 
building for use by its technical and enforcement personnel, on a 3.4- 
acre site on Nimrod Reservoir, without cost for a period of 25 years, 

A 10-acre plot of land on the Nimrod Reservoir was licensed to the 
Arkansas Game and Fish Commission on May 8, 1950, for production 
of bicolor lespedeza plants to be used in developing the 113 1l-acre 
and 2-acre plots previously made available for the management of 
bobwhite quail and other wildlife. The nursery plot was fenced, 
planted, and cultivated in 1950 and produced an excellent crop of 
bicolor lespedeza transplants. 

Operating personnel and equipment of the Corps of Engineers at 
Nimrod Reservoir were made available to the Arkansas Game and 





166 FEDERAL WILDLIFE CONSERVATION ACTIVITIES, 1950 


Fish Commission for assistance in fish-population studies. Assistance 
was also given similar studies on Blue Mountain Reservoir, Norfork 
Reservoir, and North Fork River downstream from Norfork Reservoir. 

A license was granted to the Arkansas Game and Fish Commission 
to use 3.6 acres of land in the Blue Mountain Reservoir for a site for 
a headquarters building for use by its technical and enforcement 
personnel. A suitable and attractive building was subsequently 
erected by the Commission on this site, using materials salvaged from 
a building no longer needed by the Government. 

Satisfactory progress was being made by the Arkansas Game and 
Fish Commission in management of a 2,120-acre wildlife area on 
Norfork Reservoir for the benefit of native wild turkeys 

Coordinated plans for improvement and regulation of the fisheries 
of Bull Shoals and Norfork Reservoirs were prepared jointly by the 
Missouri Conservation Commission and the Arkansas Game and 
Fish Commission and arrangements have been worked out for adop- 
tion of uniform regulations for fishing on the two reservoirs, both of 
which lie partially within each State. In order to facilitate maximum 
utilization of the fish and wildlife resources of Bull Shoals Reservoir, 
now under construction, an agreement was reached with the Missouri 
Conservation Commission and the Arkansas Game and Fish Com- 
mission whereby the Corps of Engineers will provide brush fish attrac- 
tors at selected public access points, permanently mark the common 
boundary between the States of Missouri and Arkansas where it inter- 
sects the top of the power pool, make reservoir lands available for the 
use of both State agencies as field headquarters, game-management 
areas, fish hatcheries, or other related purposes, and make suitable 
reservoir lands available for public hunting. 

Clearwater Reservoir project personnel assisted the Missouri Co- 
operative Wildlife Research Unit in biological investigations of 
Clearwater Reservoir which began prior to impoundment of water in 
the reservoir in order to compile comparative data to determine the 
effect of the project on fish populations. Information obtained by 
the Corps of Engineers shows the following public use of resources of 
completed projects in this district: 


Public use of reservoir areas— 1950 


———_——_—_—___——. ——— 
| | 
| | | Locks 
| | 3 aoe 
| Blue | Clear- _% —— 
Moun- water "Re 


tain | Reservoir| 3, a 


| Ark. 


Number man-days fishing | 144,000 | 48,000 28,000 | 41, 500 

Game fish harvested ._..................--.......-.-| 432,000 | 126,000 84,000 | 105, 000 

Number man-days hunting __-: 3, 000 4,750 | 1, 350 | 1, 100 | 

Rental boats available___-- see 405 | 75 | 74 | cece 
Private boats recularly on lake 795 | 69 906 | 368 | 

Boat rentals, boat a aN laa Bi a! en 39, 000 7, 900 5, 960 5, 600 

Private boats, boat-days use.._-_____.___---.-____-- 15, 000 | 6, 250 | 3, 300 | 4,000 |_. 
Man-days camping, picnicking - | 48,000 | 37,800 22, 650 29, 250 | 

Visitors to dam and reservoir--_..._- __...----...--| 559,900 | 116,800 | 121,750 | 139, 500 | 5, 
Automobiles visiting project ___- | 186, 600 39, 000 48, 700 42,7 39, 950 


| 
| Norfork | Nimrod 
Reservoir) Reservoir 


Total annual attendance Tee we 207, 350 | 173, 750 | 211, 350 | 118, 200 
! | 
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Tulsa district.—Fish and wildlife aspects of planning and manage- 
ment of flood-control and navigation projects in the Tulsa district are 
coordinated with the Oklahoma Game and Fish Council and its 
member agencies; the Kansas Game, Fish, and Forestry Commission; 
the Texas Game, Fish and Oyster Commission; local sportsmen’s 
organizations; and interested private individuals. 

Canton Reservoir, Okla., on a stream which produced very few 
fish prior to impoundment has become w idely known for phenome nal 
crappie fishing. Investigations of crappie populations in Canton 
Reservoir by the Oklahoma Game and Fish Council, of which the 
Corps of Engineers is a member, have led to the removal of size and 
creel limits on that species. Studies are continuing on management 
of the crappie population under the natural conditions existing in the 
reservoir and the fishing pressure which has developed. Headquarters 
and facilities for two game and fish council investigators are being 
provided at the project. 

Canton Reservoir attracted 25,000 ducks and 500 geese daily at the 
peak of the 1950 waterfowl migration. A game food and cover plant- 
ing program of the Oklahoma Game and Fish Department has been 
initiated with construction of an 11-mile perimeter fence around the 
13,134-acre tract previously licensed to the game and fish commis- 
sion for wildlife management purposes. 

A master plan for the development of Heyburn Reservoir, Okla., for 
recreation, fish and wildlife, agricultural use, and malaria control was 
completed in cooperation with State and Federal agencies. In its 
first year of operation the project has already attrac ‘ted wide interest 
as a recreation area. 

Denison Reservoir (Lake Texoma), Tex. and Okla., has contin- 
ued to provide extensive recreational opportunities and to produce 
phenomenal fish and wildlife benefits. It is estimated that over 
4,000,000 pounds of sport fish were harvested from the reservoir in 
1950 and that an additional 1,450,000 pounds of commercial food fish 
were harvested and sold commercially within a radius of 100 miles 
from the lake. Approximately 324,000 ducks and 55,400 geese used 
the reservoir daily during the peak of the fall waterfowl migration. 
Fisheries investigations have continued under the direction of the 
Oklahoma Game and Fish Council in cooperation with the fisheries 
research station of the University of Oklahoma. 


Public use of reservoir areas, Tulsa district 


| Number of |, Actes of Acricultt 
y eo ov ' » 
Number of | U™0er Of | public hunt- | “8rcutture 
visitors boats, day- ing land and lands open 
; use eo to hunting 


Project 


Canton 807, 000 4, 500 

Texoma 4, 079, 000 216, 000 

EE eS ie adhd ct ch biden datbaughia’ 451, 000 10, 400 9, 
Fort Gibson waoael 195, 000 ieia bit 7, 49 40, 800 
Fort Supply - - - : 326, 000 5, Ay 3, 520 
Salt Plains ; 438, 000 | a3 31, 033 
Te ene. cube auetiannatl 29, 000 | Se 3, 390 
BE daha tabi outcacmedudcdatasdasdedpenen wel / 8 SS enor 3, 260 16, 520 
OD Sinn liadiinmenk ow | 45,000 |...... 2, 000 8, 720 
CE [thon ctanietleia 1é6ivenncns bewecadoonot ; 373, 000 2, 15, 220 10, 800 


6, 769, 000 250, 210 100, 181 158, 160 
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The wildlife potentialities of Fort Gibson Reservoir are being devel- 
oped by the Oklahoma Game and Fish Commission on a tract of 
7,494 acres previously made available by license. The Commission 
has planted 5,100 pounds of Korean lespedeza, transplanted 12,400 
bicolor lespedeza seedlings, seeded 130 acres in grain sorghums, and 
spread 4,500 pounds of 4—12—4 fertilizer. Plans to fence 13 miles of 
perimeter at a cost of $12,000 are being made by the Commission. 
The Izaak Walton League chapter of Muskogee, Okla., has leased 2 
acres of project lands for wildlife management demonstration purposes 
and the development of a summer camp for youth groups and league 
members for the purpose of promoting fish and wildlife conservation 
and soil erosion control. 

In accordance with the desires of the Oklahoma Game and Fish 
Commission an additional 900 acres of land on the Fort Supply 
Reservoir project are being made available to the Commission for 
wildlife management purposes. Studies of fish populations in this 
reservoir are being made under the direction of the Oklahoma Game 
and Fish Council. 

The Oklahoma Game and Fish Commission, recognizing the wild- 
life potentialities of Hulah Reservoir, Okla., has requested a license to 
use 3,260 acres of project land for wildlife management purposes. A 
master plan for development of the project for fish and wildlife and 
other purposes was completed in 1950. 

In connection with clearing operations on Tenkiller Reservoir 
project, Oklahoma, brush-row fish shelters were anchored at selected 
sites in the reservoir in accordance with the recommendations of the 
Oklahoma Game and Fish Commission. 

Wister Reservoir, Okla., furnished excellent waterfowl hunting, 
quail bunting, and fishing in 1950. Commercial fishermen marketed 
approximately 7,000 pounds of fish from the reservoir in 1950. <A 
management plan for the development of the wildlife resources of the 
project by the Oklahoma Game and Fish Commission at a cost of 
approximately $30,000 has been completed by the Commission and 
400,000 black bass fingerlings were stocked in the reservoir in 1950. 

All leases of land for agricultural purposes have required that lessees 
follow land conservation plans which are prepared by the United States 
Soil Conservation Service in cooperation with local soil conservation 
districts. The development and utilization of wildlife resources are 
objectives of this program and cooperation with fish and_ wildlife 
agencies in game management programs compatible with agricultural 
use of the land is required of lessees. Public hunting is permitted on 
all lands so leased, totaling 158,160 acres in the district. An additional 
100,181 acres have been set aside solely for use as public hunting 
grounds and refuges. 

Albuquerque district—John Martin Reservoir, Colo., yielded sport 
fish at the rate of 1.33 fish per fisherman-hour in 1950. ’ This reservoir 
and the borrow pit lake below the dam, Hasty Lake, were stocked by 
the Colorado Game and Fish Commission with channel catfish, perch, 
bass, bluegills, rainbow trout, and crappies. Numerous waterfowl, 
furbearers, game birds, and game animals are found naturally in the 
reservoir area. A license was granted the Colorado Game and Fish 
Commission for the development and management of wildlife on 21,850 
acres of the project. 





FEDERAL WILDLIFE CONSERVATION ACTIVITIES, 1950 169 


At Conchas Reservoir, N. Mex., sport fishermen harvested approxi- 
mately 135,000 pounds of fish at the rate of 1.17 fish per fisherman- 
hour. 


Public use of reservoir areas 


ohn Martin 
‘ Conchas Reser- an SAGE 
Reservoir use onchas Reser Reservoir, 


Number of fishermen 

Number of swimmers. ___. 

Number of picnickers.- 

Number of campers : 

I tt eeaaembio a 


25, 000 
750 
20, 000 
3, 500 
1, 500 


Visitors 50, 750 


Fort Worth district—Hords Creek Reservoir, Tex., attracted in- 
tensive’recreational use of the project by fishermen, hunters, campers, 
picnickers, and others. It is estimated that approximately 2 2,000 
ducks, 200 doves, and 100 quail were harvested from reservoir lands 
during the hunting seasons. The Texas Game, Fish, and Oyster 
Commission stocked the reservoir with 8,000 bass and 7,000 catfish. 
Approximately 83,600 people visited the area during the year and 
engaged in the following activities: 
I  ehousin a 49, 300 
Fishermen 500 
Camp Pe es 500 
Picnickers 4, 300 
Hunters 2, 000 

The United?States Fish and Wildlife Service has been provided 
space in the district office to facilitate planning and coordination of 
studies in connection with fish and wildlife on reservoir projects. 
Cooperative studies have been completed on the fish and wildlife 
resources of Belton and Grapevine Reservoir projects and have been 
initiated in connection with reports on Whitney, dam B, Lavon, and 
Canyon Reservoir projects. The Texas Game, Fish, and Oyster Com- 
mission has stocked Whitney Reservoir with 110,000 crappies, 150,000 
catfish, 50,000 bass, 30,000 bream, and 20,000 rock bass. 


UPPER MISSISSIPPI VALLEY DIVISION 


The upper Mississippi River region above the mouth of the Ohio 
River at Cairo, Ill., is served by the St. Louis, Rock Island, and St. 
Paul districts. 

All districts have obtained data on noncommercial fishing in the 
26 Mississippi River navigation pools in cooperation with the Upper 
Mississippi River Conservation Committee. Daily fishermen counts 
by lockmasters, creel censuses and periodic all-day counts of fishermen 
by Corps of Engineers personnel and volunteer assistants tend to 
show that the upper Mississippi River continues to support an inten- 
sive noncommercial fishery and that fishing success, particularly in 
the St. Paul and Rock Island districts, is not declining. The com- 
mercial fishery also, according to Upper Mississippi River Conserva- 
tion Committee reports, is continuing to produce at a consistently 
high rate. 
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PUBLIC USE OF PROJECT AREAS 


Noncommercial fishing activity, upper Mississippi River, 1950 


| | 
Navigation pools Fishermen Fish harveste4 
; 
| 
| 


Number | Number 
356, 000 | 1, 096, 480 
124, 300 381, 920 
74, 200 96, 460 


1, 574, 860 





The Rock Island and St. Louis districts furnish the Upper Missis- 
sippi River Conservation Committee with snow, ice, temperature, and 
river-stage data in connection with draw-down studies on Mississippi 
River pools 16-26. Conservation interests are notified in advance of 
every scheduled draw-down, and all draw-downs are made at a rate 
agreed to by the conservation agencies. Under this plan, there has 
been very little loss of fish in sloughs and shallows connected to the 
river. 

Planning investigations are under way, in cooperation with the 
United States Fish and Wildlife Service, the Illinois Department of 
Conservation, the Minnesota Department of Conservation, the 
Missouri Conservation Commission, the Iowa State Conservation 
Commission, and the Wisconsin Conservation Department, for develop- 
ment of a comprehensive plan for wildlife management for all lands 
acquired for the upper Mississippi River 9-foot channel project. 
Maps have been prepared and field studies initiated for reexamination 
of all tracts of land in Government ownership. As of December 31, 
1950, 161,456 acres, out of a total of 181,977 acres acquired in fee by 
the Cor ps of Engineers for the 9-foot channel navigation project, 
have been made available to conservation interests by various land 
orders, Executive orders, permits, or licenses. 

Malaria-mosquito surveys of Mississippi River pools 22-26 were 
made in 1950 by specially trained employees of the Rock Island and 
St. Louis districts and the upper Mississippi Valley division to de- 
termine the requirements for control of any undesirable influences of 
Corps of Engineers projects. 

The expert services of the Soil Conservation Service are being uti- 
lized to the fullest extent practicable in planning the management of 
all lands acquired by the Corps of Engineers for navigation and flood- 
control projects. 

Problems and interests in control of pollution of the Mississippi 
River and tributaries by industrial wastes, municipal sewage, and silt 
have been coordinated with the Upper Mississippi River Conservation 
Committee. Pollution is considered to be of major importance to 
future use of the river for recreation and commercial fishing. Pollu- 
tion has seriously affected the commercial fishing for a considerable 
distance below lock and dam 26 and, at times, is a hazard above that 
point, as well as on the Illinois and Kaskaskia Rivers. <A report on 
water pollution for the upper Mississippi River Basin was reviewed 
by all offices of the upper Mississippi Valley division for the Public 
Health Service of the Federal Security Agency, which Agency is now 
investigating the nature and extent of pollution in the St. Louis area 
in cooperation with the Bi-State Development Agency. 
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Studies of the proposed 12-foot channel for the upper Mississippi 
River in cooperation with the Upper Mississippi River Conservation 
Committee and the United States Fish and Wildlife Service indicate 
that the proposed project should not be detrimental to fish and wildlife. 

St. Paul district—The Upper Mississippi River Conservation Com- 
mittee has continued to study fish and wildlife conditions of Missis- 
sippi River pools 1-10. Daily counts of fishermen have been made 
by all lockmasters, and creel censuses planned in cooperation with the 
Conservation Departments of Minnesota and Wisconsin have been 
carried out. 

As proposed in the master recreation plan for Mississippi River pools 
1-10, a spillway at lock and dam No. 5A has been modified to increase 
low flows in Straight Slough for the benefit of fish life. A proposal to 
provide increased low flows in Vermillion Slough, pool 3, for the benefit 
of fish and wildlife has also been approved. Food and water condi- 
tions for waterfowl and aquatic furbearers are generally considered to 
be better now than before construction of the locks and dams. 

The United States Forest Service, the United States Fish and Wild- 
life Service, and the Minnesota Department of Conservation are co- 
operating in planning for operation of the Mississippi River headwater 
reservoirs. ‘These reservoirs are now operated in a manner which 
takes full cognizance of the fish and wildlife resources of the region 
and the recreational value thereof. It is estimated that the region 
attracts approximately 2,300,000 visitor-days annually and an income 
of over $11,500,000. The annual noncommercial catch of fish is 
estimated to be about 2,000,000 pounds, the fur take (primarily musk- 
rat) about 100,000 skins, the waterfow! kill approximately 200,000 
birds, and the rice harvest about 100,000 pounds. 

The Minnesota Department of Conservation and the South Dakota 
Department of Game, Fish, and Parks, in cooperation with the district 
engineer, removed rough fish and trapped and transplanted game fish 
from Mud Lake to Lake Traverse, Lake Traverse-Bois de Sioux 
project, to avoid winter losses and to improve fishing. Duck nesting 
in the area has been encouraged by controlling water levels as recom- 
mended by the Minnesota Department of Conservation. The take 
of commercial fish from Lake Traverse during the first half of 1950 is 
estimated by the Minnesota Department of Conservation to be about 
500,000 pounds. 

Plans developed for planting trees and shrubs on approximately 250 
acres at Ashtabula Reservoir, Sheyenne River, N. Dak., to provide 
game food and cover, to control erosion and to increase the recrea- 
tional value of the area, provide for initial planting of approximately 
93 acres and installing about 16 miles of fencing. These plans were 
developed in cooperation with the North Dakota Game and Fish 
Department, the United States Fish and Wildlife Service, the United 
States Soil Conservation Service, the University of Minnesota, the 
North Dakota Agricultural College, and the University of North 
Dakota, comprising the North Dakota Reservoir Use Advisory 
Committee. 

Surveys conducted on Lake Ashtabula in cooperation with the 
North Dakota Game and Fish Department and the University of 
Minnesota indicate a high waterfowl-production potential. Desirable 
aquatic plants have already become well established, and the produc- 
tion of ducks in 1950 increased tremendously over preimpoundment 
production. 
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The North Dakota Game and Fish Department planted 1,500,000 
walleyed pike fry in Lake Ashtabula in 1950 and arranged to make 
additional plantings in 1951 from the United States Fish and Wildlife 
Service hatchery at Valley City, N. Dak. 

A permit to the Fish and Wildlife Service to use lands below the 
Baldhill Dam for fish-hatchery purposes has been executed and a 
siphon over the dam has been completed. The United States Fish 
and Wildlife Service has started work on construction of rearing ponds 
to be placed in service in the spring of 1951. 

In accordance with the recommendation of the North Dakota 
Reservoir Use Advisory Committee, two preimpoundment fishery 
surveys of Homme Reservoir have been made by the University of 
North Dakota in cooperation with the Corps of Engineers, and plant- 
ings of fingerling black bass have been made by the North Dakota 
Game and Fish Department. 

Surveys of the effects of the Red Lake and Clearwater River chan- 
nel improvement on fish and wildlife have been made in cooperation 
with the Minnesota Department of Conservation. 

Rock Island district—The Rock Island County forest-preserve dis- 
trict has been granted a 10-year license for use of a tract of land in 
Mississippi River pool 16 for the purpose of preserving the native 
flora and fauna and providing a public recreation area. 

Studies on parasitism in bullheads in Spring Lake, Mississippi River 
pool 13, were made by the Illinois Department of Conservation follow- 
ing a public meeting at Savanna, Ill. The United States Fish and 
Wildlife Service has made preparations for repairing a badly eroded 
levee protecting this area, which is a migratory-waterfowl refuge as 
well as a popular fishing lake. 


Pending completion of the comprehensive plan for upper Mississippi 
River wildlife lands, two 5-year permits to the United States Fish and 
Wildlife Service covering 17,510 acres in pools 17, 18, 21, and 22 


=? 
Iowa and Illinois, were renewed for 1 year to September 30, 1951. 

In cooperation with the lowa State Conservation Commission, 
preimpoundment studies have been made of the fishery of Coralville 
Reservoir, lowa River, lowa. Malaria-mosquito surveys of the same 
project are being made in accordance with the recommendations of 
the United States Public Health Service, and land-use regulations for 
the project are being perfected in cooperation with the United States 
Soil Conservation Service and the Johnson County, lowa, soil- 
conservation district. All agricultural leases now require lessees to 
carry out a soil-conservation program based on the capability of the 
leased area and its proposed future use. The master recreation plan 
for the project, approved July 31, 1950, provides for the fencing of 
steep wooded areas to eliminate grazing; tree planting to provide 
wildlife food and cover patches; and the construction of gully-control 
structures, terraces, and diversions to control erosion and conserve 
the soil. 

St. Louis district.—Preliminary developments at three public day- 
use sites in Mississippi River pool 26 were initiated in accordance 
with the approved master recreation plan to facilitate use of the river 
by the general public for fishing and other recreational purposes. 

Intensive public use of Mississippi River pools 24-26 for fishing 
and recreation has created a demand for services which has been 
met by issuance of commercial recreational leases of Government 
lands for boat liveries and other related services. 
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OHIO RIVER DIVISION 


The Ohio River Basin is served by the Pittsburgh, Huntington, 
Louisville, and Nashville districts. 

Pittsburgh district—Master land-use plans which provide for maxi- 
mum conservation and development of wildlife resources were com- 
pleted for Loyalhanna and Mahoning Reservoirs in Pennsylvania and 
for Berlin Reservoir in Ohio. 

A license was issued to the Pennsylvania Fish Commission for 
management of fishery resources of Youghiogheny River Reservoir. 

The Department of Natural Resources, State of Ohio, finding the 
Mosquito Creek Reservoir overpopulated with fish, removed excess 
stocks of small carp, crappies, and bullheads which were used for 
stocking other waters. 

The United States Fish and Wildlife Service made fishery investi- 
gations on Youghiogheny River and Crooked Creek Reservoirs and 
conducted a game bag survey of the Conemaugh River Reservoir 
project area, Pennsylvania. A preliminary study of wildlife resources 
of the authorized Shenango River Reservoir was also completed by 
the Fish and Wildlife Service. 

Huntington district—Dewey Reservoir, Ky., filled to conservation- 
pool stage in May 1950, was opened to the public for recreational 
use, fishing, boating, and hunting in season. The fish and game re- 
sources of the project are being managed under a license granted to 
the Commonwealth of Kentucky. 

The Division of Fish, West Virginia Conservation Commission, 
made fish-population studies in Bluestone Reservoir as a part of its 
fish-management program at the reservoir, and the Division of 
Forestry formulated a fire-control plan to be used in conjunction 
with the management of the fish and game resources of the project. 

Special investigations of wildlife resources in relation to construc- 
tion and operation of the Dillon Reservoir have been made by the 
State of Ohio and the Fish and Wildlife Service. 

Louisville district —At the request of the Kentucky Fish and Game 
Commission, the navigation locks on the Kentucky, Green, and 
Barren Rivers were operated daily from March 1 to May 15, 1950, 
and from October 1 to November 30, 1950, to pass fish migrating up 
and down those rivers. 

Plans are being made in cooperation with the State of Indiana and 
Hamilton County, Ohio, to utilize for public park and fishing purposes 
the Cagles Mill Reservoir and the West Fork of Mill Creek Reservoir, 
projects now under construction. 

Nashville district—The development of Dale Hollow Reservoir, 
Tenn. and Ky., for public recreational use as proposed in the master 
development plan, has been essentially completed. In 1950, an 
estimated 400,000 persons, including 240,000 fishermen, visited the 
project. Prior to impoundment in 1943, less than 500 persons 
annually fished that reach of the Obey River. The gross income of 
the 11 boat docks built under lease agreements to serve these visitors 
approximated $231,000 in 1950, and 560,000 pounds of game fish 
were taken from the reservoir. The land areas surrounding the 
reservoir abound in small game. 

Although the development of Center Hill Reservoir, Tenn., was only 
partially completed, an estimated 384,000 persons visited the project 
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in 1950. Of these, more than 300,000 were fishermen who took over 
300,000 pounds of game fish from the reservoir. The six boat docks 
which served the public in 1950 had a gross income of approximately 
$152,000. 

Development of Wolf Creek Reservoir, Ky., began in 1950. Five 
major dock sites were leased to private interests for immediate 
development, and 3,491 acres were leased to the Commonwealth of 
Kentucky for public park purposes and a Junior Conservation Corps 
summer camp. Intensive use of the project is anticipated on the 
basis of preimpoundment fishery investigations by the Kentucky 
Game and Fish Commission. 

An exhaustive investigation of the waterfowl potentialities of the 
Cheatham lock and dam project, Tennessee, was made in cooperation 
with the United States Fish and Wildlife Service and the Tennessee 
Game and Fish Commission. 

Cooperative preimpoundment studies of the authorized Old Hickory 
lock and dam, Carthage Reservoir, Cumberland River, Tenn., and 
Celina Reservoir, Cumberland River, Ky., have shown excellent fish 
and waterfowl potentials for those projects. It has also been found 
that the waters of the Obey River below Dale Hollow Dam, Tenn. 
and Ky., contain unusually large numbers of fish and that conditions 
may be suitable for rainbow trout. 

Fish-population studies made by the Tennessee Game and Fish 
Commission on both Center Hill and Dale Hollow Reservoirs indicate 
that the effect of both projects has been such that spawning conditions 
have improved and fish numbers are greater than average. The 
commission also cooperated in the preparation of a comprehensive 
game- and fish-management plan for each project for the purpose of 
realizing maximum sustained public use of their land and water 
resources. 

Public use of Ohio River division project areas 


: | ome Other visi- | Total at- 
> ae shea 5 
Project Fishermen tors tendance 


Berlin Reservoir, Ohio A paeeaar a eacentt 114, 000 
Crooked Creek Reservoir, Pa : in tesaee eb ded bees baie cece 331, 127 
Loyalhanna Reservoir, Pa_ , AS a ; i caein ee 35, 349 
Mahoning Creek Reservoir, Pa se sbi ‘i Sasa 23, O88 
Mosquito Creek Reservoir, Ohio aikiee ies saan saaltel | 124, 773 
Tionesta Creek Reservoir, Pa___- be ; : jeter | 128, 666 
Tygart Reservoir, W. Va- ‘ pdeoe : . ise dhae stn 106, 050 
Youghiogheny River NE OR ng s 348, 539 
14 Muskingum reservations, Ohio _- ‘ , 500, 1,500,000 | 3,000,000 
Delaware Reservoir, Ohio (conservation pool not established). __- 3. 720 | 5, 824 | 9, 544 
Dewey Reservoir, Ky saccuaemaaneose’ eos 9, 751 | 219, 710 | 239, 461 
Bluestone Reservoir, W. Va__.._....--------------- bi ote Bf | 32, 532 | 49, 076 
18 Ohio River locks and dams : Si a a 256, 543 | 279, 919 
8 locks and dams on Green, Barren, and Rough Rivers- wee aol 30, 28, 094 | 58, 880 
14 Kentucky River locks and dams. .......................-.....-..| 27, 48 39, 748 | 67, 233 
Dale Hollow Reservoir, Ky. and Tenn__....__.._.-..--.-...-._--- a , | 160, 000 400, 000 
Center Hill Reservoir, Tenn_- 307, 200 | 76, 800 | 384, 000 


Total » | 2, 168, eT 2,318,451 | 5, 699, 705 





GREAT LAKES DIVISION 


The Great Lakes region is served by the Detroit, Chicago, Duluth, 
Milwaukee, and Buffalo districts. 

Chicago district—In accordance with the desires of local interests 
and the recommendations of conservation agencies, improvements were 
made in the temporary remedial works at the mouth of the Sangamon 
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River project, Illinois, for the purpose of improving the water supply 
in the interest of fish and wildlife on adjoining lands. 

In connection with the survey report for flood control on the Iilinois 
and Michigan Canal and its tributaries in the vicinity of Lemont, 
Romeo, and Lockport, Ill., the United States Fish and Wildlife Service 
submitted a report that the improvement of the channel would have 
no effect on fish and wildlife. 

In connection with the survey report for flood control, Hager slough 
and Clear Lake special drainage district, Illinois, preliminary studies 
have been made of a proposal by the Illinois Department of Conserva- 
tion and the United States Fisb and Wildlife Service that the project 
area be converted into a lateral reservoir for flood-control and conserva- 
tion purposes. 

The cooperation of the United States Fish and Wildlife Service, the 
Indiana Department of Conservation, and the Kankakee River Pres- 
ervation Association has been solicited in connection with the survey 
report for flood control, Kankakee River and tributaries, Illinois, and 
Indiana. 

Close cooperation with the Illinois Department of Conservation and 
the United States Fish and Wildlife Service has continued in connec- 
tion with the survey report for flood control, Illinois River and tribu- 
taries. The proposal of the Illinois Department of Conservation con- 
cerning the possible use of lateral reservoirs along the Illinois River for 
conservation and flood-control purposes is being studied. 

Detroit district. —In connection with the survey report for flood con- 
trol on the Saginaw River, Mich., further consideration is being given 
to the proposal by the United States Fish and Wildlife Service that the 
Shiawassee Flats be acquired by the Federal Government for a wildlife 
refuge. 

The report of the United States Fish and Wildlife Service on the fish 
and wildlife resources of the Au Gres River, Mich., is being studied in 
connection with the preparation of the preliminary examination report 
on flood control and major drainage on that river basin. 

Buffalo district—Liaison has been maintained with the United States 
Fish and Wildlife Service, New York Department of Conservation, 
Ohio Department of Natural Resources, and interested local agencies 
in connection with reports on Angelica Creek, Allegany County, N. Y., 
ard Bellevue, Ohio, and surrounding areas. 


MISSOURI RIVER DIVISION 


The Missouri River division is served by the Fort Peck, Garrison, 
Omaha, and Kansas City districts. 

Fort Peck district.—Inasmuch as the entire 1,600 miles of shore line 
and adjacent land area of the Fort Peck Reservoir project is within 
the boundaries of the Fort Peck National Game Range, which is 
administered jointly by the United States Fish and Wildlife Service 
and the Bureau of Land Management, plans for development of the 
reservoir have been closely coordinated with these and State conserva- 
tion agencies. The joint fisheries investigation of the reservoir by 
the Montana Fish and Game Commission and the Fish and Wildlife 
Service with the Corps of Engineers cooperating, which was initiated 
during 1948, was continued during 1950. The State made additional 
plantings of 50,000 sockeye salmon and 31,000 trout of assorted 
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species in the reservoir during the year, with personnel of the Fish 
and Wildlife Service, local sportsmen’s groups and the Corps of 
Engineers assisting in making the plantings. The State game farm, 
which is located on reservoir lands licensed to the Montana Fish and 
Game Commission, produced 10,600 ring-necked pheasants during 
the year, for liberation in eastern Montana counties in the vicinity of 
the reservoir. A full-time warden-caretaker was provided for the 
Pines recreational area by the fish and game commission. Plans also 
were initiated by the State wildlife agency in cooperation with local 
sportsmen’s groups and the Fish and Wildlife Service to stock the game 
range and reservoir area at several locations with elk to be transplanted 
from overpopulated herds at Yellowstone National Park. Approxi- 
mately 70 elk were subsequently transferred and released in the reser- 
voir area in January 1951. More than 95,000 people visited the 
reservoir during 1950 to participate in recreational activities, and 
over 750 deer were taken by hunters in the two portions of the reser- 
voir area opened during the fall season. An estimated 55,000 fish 
weighing approximately 43,000 pounds were taken with rod and reel 
by sports fishermen during the year. 

Garrison district.—The Fish and Wildlife Service, the North Dakota 
State Game and Fish Department and the Garrison district have 
maintained a continuing cooperative study to determine the location 
and extent of planting required to maintain suitable habitats for 
wildlife about the reservoir. 

Plans and specifications for wildlife habitat planting in the spring 
of 1951 on the Snake Creek arm of the Garrison Reservoir have been 
prepared in cooperation with the United States Fish and Wildlife 
Service and the North Dakota State Game and Fish Department. 
Nine sites, varying in extent from 5 to 15 acres, were selected to be 
planted with approximately 36,500 trees and shrubs, which have 
been requisitioned from the Soil Conservation Service and the Forest 
Service. 

Full liaison is being maintained with the United States Fish and 
Wildlife Service and the North Dakota State Game and Fish Depart- 
ment in the preparation of the master plan for reservoir development 
which is scheduled for completion in the fall of 1951. Since the 
Garrison Reservoir is in the initial stage of construction, there has 
been no appreciable effect on existing fish and wildlife resources. 
Sightseeing visitors to the construction area reached a total of about 
5,000 on peak days. 

Omaha district— Recreational and wildlife potentialities of the 
Fort Randall area were reviewed at a joint meeting of Tripp County 
and Gregory County chapters, Izaak Walton League, held in Colome, 
S. Dak., attended by about 300 persons. Winter wildlife studies and 
observations of the reservoir area were made. A special technical 
committee was appointed by the South Dakota coordinating com- 
mittee to obtain a comprehensive record for preproject and postproject 
fish and wildlife resources and their use values. 

A preliminary report by the Fish and Wildlife Service on the Oahe 
Reservoir was prepared. Winter wildlife studies of the reservoir area 
were made by the Corps of Engineers. 

The Fish and Wildlife Service prepared a report on Gavins Point 
Reservoir. 
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Studies by the Fish and Wildlife Service were made in connection 
with preliminary investigations and survey reports on Indian Creek, 
Iowa; James River, N. “Dak., and S. Dak.; Niobrara River Basin, 
Nebr.; ; Lake Manawa, Iowa; and Missouri River levees 

Kansa as City district. —QOver 250,000 visitors were at the Kanopolis 
Reservoir in 1950. Summer fishing was unattractive due to continued 
rainfall from June through August and the resultant high reservoir 
stages; however, 20,000 fishermen spent 70,000 man- hours for a take 
of 50, 000 pounds of ‘fish, according to the weekly creel census made in 
cooperation with the Kansas Forestry, Fish, and Game Commission. 
A cooperative waterfowl census from October 10 through December 29 
showed an average of 4,524 resting waterfowl per day. The Kansas 
Forestry, Fish, and Game Commission provided adult white bass for 
brood stock in the reservoir, continued stocking the Children’s Fishing 
Lake area, and furnished 8 pounds of multiflora rose seed for test 
planting. Negotiations are under way with the State game authority 
for dealing with the problem of overpopulation of rough fish and for 
the State to assume responsibility for the development and operation 
of approximately 2,100 acres of reservoir lands for wildlife-management 
purposes. Conservation farm plans covering about 11,000 acres of 
reservoir lands were prepared on a cost-reimbursable basis by the Soil 
Conservation Service, and these plans are now incorporated in 5-year 
leases. Permanent soil- and moisture-conservation improvements are 
required of the lessees. Sponsored by the Kansas City district, a 
botanical study was made by Kansas State College for the purpose 
of determining the possibilities of establishing aquatic and semi- 

aquatic vegetation along shores for the purpose of controlling erosion 
or turbidity. More than 35,000 trees and shrubs, including many 
species of value to wildlife, were strip and terrace planted under con- 
tract with the Ellsworth County soil-conservation district. A 98- 
percent survival was reported after the first growing season. 

At Harlan County Reservoir, the Kansas City district cooperated 
with Federal agencies and the Nebraska Game, Forestation, and 
Parks Commission in planning for reservoir area wildlife developments, 
including the selection of areas below the top of the conservation pool 
where timber will be left standing to form fish habitat after inpound- 
ment and furnished aerial photographs to the State commission for 
basic selection of seining areas and the selection of specific reservoir 
areas for wildlife management purposes, based upon soil capability 
and consideration of agricultural interests. Ninety-nine conservation 
farm plans are in preparation by the Soil Conservation Service for 
inclusion in future agricultural leases. More than 16,700 trees and 
shrubs, many of which are valuable as game food, were planted in 
terraced-shelterbelt-type rows, by contract with the Harlan County 
soil-conservation district. The Soil Conservation Service cooperated 
with Kansas City district technicians in the preparation of forestation 
planting plans. A public hearing on the proposed Harlan County 
Reservoir master plan was held in , Alma, Nebr., on January 18, 1950, 
at which time representatives of the Fish and Wildlife Service and the 
Secretary of the Nebraska Game, Forestation, and Parks Commission 
presented plans for a Federal refuge and a State public shooting 
ground on reservoir lands. The Fish and Wildlife Service prepared 
a wildlife habitat development report for the reservoir. The Fish 
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and Wildlife Service, Public Health Service, and Nebraska Game, 
Forestation, and Parks Commission were among the Federal and State 
agencies participating in the preparation of a statement of opera- 
tional objectives for the operation of the Harlan County Reservoir. 

The district received cooperation, exchanged information, and held 
conferences with the Iowa Natural Resources Council, Missouri 
Conservation Commission, Missouri Division of Reseources and De- 
velopment, Nebraska Game, Forestation, and Parks Commission, 
Nebraska Coordinating Committee on Missouri Basin Development, 
and the Kansas Forestry, Fish, and Game Commission. 

The Fish and Wildlife Service furnished reports of their cooperative 
studies in connection with the wildlife resources in the Grand River 
Basin, Mo. and Jowa; the Fishing River Basin, Mo.; Pomme de Terre 
Reservoir, Mo.; and Lovewell Reservoir of the Bostwick irrigation 
district, Nebraska and Kansas; and studies were coordinated with that 
agency pertaining to the plan of improvement for the Missouri River 
agricultural levees (in relation to existing refuges and lakes); Wears 
Creek and tributaries, Missouri; Gasconade River Basin, Mo.; Tuttle 
Creek, Milford, and Perry Reservoirs, Kans., and the Chariton River, 
Iowa and Mo. 

NORTH PACIFIC DIVISION 


The North Pacific Division, covering the Columbia River Basin 
and coastal streams of Washington, Oregon, Idaho, and Montana, is 
served by the Portland, Seattle, and Walla Walla districts. 

Portland district.—Special fishery studies and investigations have 
been conducted in cooperation with the Federal and State agencies 
in determining the effect of water-control projects upon fish and their 
habitat as follows: 

Water temperature of streams above and below reservoirs 
before and after construction. 

Experimental fish production at Dorena Dam employing 
impounded water supply. 

Control of rough fish in impounded water by poisoning at 
Fern Ridge and Cottage Grove Reservoirs. 

Water quality and supply in relation to selection of fish 
hatchery sites. 

Special trapping features and off-stream development of salmon 
egg-collecting stations. 

Upstream passage of fish at Bonneville Dam including marking 
and tagging of fish. 

Dispersal and movement of fingerling fish in Bonneville 
Reservoir. 

Regulation and flow of forebay water in fish ladders at Bonne- 
ville Dam. 

The Marion Forks salmon hatchery, designed and constructed by 
the Corps of Engineers in connection with the Detroit Dam with a 
capacity of 18,000,000 eggs, was completed at a cost of $513,000 and 
placed in operation by the State of Oregon. A temporary egg- 
collecting station was installed by the Corps of Engineers and operated 
by the State of Oregon at Minto pool for supplying this hatchery and 
designs and plans have been completed for construction of a permanent 
station at the site. 
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Designs, plans, and specifications were completed and work initiated 
on expansion of the Oakridge salmon hatchery on Middle Fork 
Willamette River in connection with the Lookout Point Dam at a 
cost of $550,000, which will have a capacity of 18,000,000 eggs. <A 
site for location of a temporary egg-collection station to serve this 
hatchery was selected above Lookout Point Dam near Duval and a 
site for a permanent station to be located below Dexter reregulating 
dam. A second temporary egg-collecting station will be operated 
below Lookout Point Dam until the permanent station is placed in 
operation. 

A building and water-supply facilities have been made available to 
the Fish and Wildlife Service at Dorena Dam for use in conjunction 
with other improvements installed by that agency for experimental 
fish hatchery work to determine the feasibility of using impounded 
waters for fish hatching and rearing. 

Studies and investigations of fish facilities required in connection 
with The Dalles Dam on Columbia River, similar to facilities success- 
fully operated at Bonneville Dam and now under construction at 
McNary Dam have been initiated. These requirements include the 
feasibility of at least two gravity-type fish ladders with a width of 30 
feet and a slope of 1 on 20, a powerhouse collecting system extending 
across the downstream face of the powerhouse connecting with the 
two ladders, one or more fish locks to supplement the fish ladders, an 
intricate system of controls to supply and regulate water for operation 
of these devices. 

Cooperative investigations on pollution abatement have been made 
by Oregon State College, the Oregon Sanitary Authority, and the 
Corps of Engineers with assistance by the Fish and Wildlife Service. 
Abatement of pollution together with dilution by increased flows from 
reservoirs constructed by the Cor ps of Engineers will greatly improve 
the river environment for fish and public use of the Willamette River. 
Procedures have been carried out to protect shellfish by careful 
selection and use of spoil areas in dredging in coastal streams and 
fresh-water bays and special attention has been given to enforcement 
of regulations and prevention of oil pollution in the coastal waters. 

The program for development of the salmon runs in the lower 
Columbia River by the Fish and Wildlife Service and the States of 
Washington and Oregon has been carried out with funds appropriated 
for the Corps of Engineers for transfer to the Department of the 
Interior a portion of whic ‘h, in turn, is transferred by the Department 
of the Interior to the respective States for development work. During 
the year, $1,170,000 was made available in this manner by the Corps 
of Engineers for development surveys and _ plans, stream improve- 
ments, hatchery construction, biological studies, and program admin- 
istration. 

The fish-passing facilities at Bonneville Dam are operated by the 
Corps of Engineers and an accurate count and classification is made 
of the fish passing the dam. In 1950, the count of upstream migrating 
salmon showed the following numbers by species: 

Chinook __ at 357, 375 
Blueback - nae eee Pee ann sae = . 77,993 
Silver anaes SEY SE eae _.. 10,151 


Ase : 1, 069 
I Fe a od ta Lt, céus tk BST 


Total ctecaiacs 560. 675 
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This upstream passage of brood fish is subject to limited commercial 
fishing above Bonneville Dam. The estimated total salmon catch 
below Bonneville Dam, based on poundage figures, indicates a mean 
of about 1,300,000 fish caught. The 12-year record of passage of fish 
at Bonneville Dam indicates no serious diminution of each successive 
run of the various species, although long-range data on the catch of 
salmon shows a continuing decline of migrating salmon in the Colum- 
bia River as well as other coastal streams. 

Over one-half million visitors made use of the Bonneville, Fern 
Ridge, Cottage Grove, and Dorena Reservoirs during the year and 
there has been a considerable increase in use of the areas by fishermen 
and hunters. Substantial numbers of waterfowl use the Fern Ridge 
Reservoir and the number of hunters in the area has increased from 
4,386 in 1945 to 18,958 in 1950. 


Public use of project areas 


| | | Cottage 
| aNea | B ae ottage sled ; 
Bonneville | Fern Ridge} Grove Dorena Totals 


Total visitors | 321,990 | 134,670 | : 21, 448 527, 393 
Fishermen. - Seeeaesdol 34, 131 ‘ 237 35, 080 
Ed nti cinient anon unineme anises tenets we dl 18, 958 | B 377 
Swimmers é 8,770 | 5, YOR 24, 990 
eee Ra eae 72,811 | 32, 53: 19, 836 25, 182 
Boat- It csi lapnncmpeianchosniveten ctr tininaenel | Ris Nisleatiniegh int 2, 786 56 241 


20, 151 
35, 506 10, 329 59, 461 


Seattle district—Studies were conducted by the Fish and Wildlife 
Service and the State in connection with the project for flood control on 
Sammamish River, Oreg., which indicated material benefits, exceeding 
any losses, from habitat improvement in Sammamish Lake. 

Fish-handling facilities at Lake Washington Ship Canal locks and at 
Mud Mountain Dam are regularly operated by the Corps of Engineers. 

Limited cases of oil pollution have occurred but pollution in tidal 
waters and on Lake Washington Ship Canal have been held to a 
satisfatory level. 

Walla Walla district—Study of requirements for wildlife in connec- 
tion with Ground Ronde Valley and Walla Walla River in the vicinity 
of Milton, Oreg., and the Palouse River and tributaries, Touchet River 
projects in W ashington, and the Lucky Peak Dam in Idaho, has been 
made in cooperation with the States and the Fish and Wildlife Service. 

Small-scale hydraulic model studies of various stages of construction 
and permanent ‘feature ‘s of the McNary Dam have Deen made in con- 
nection with design and planning of fish-passing facilities as follows: 

Second- -step cofferdam and temporary fish ladders required for 
both regular passage and overtopping conditions. 

Contractors plan of closure of second-step cofferdam. 

Powerhouse collecting system. 

Auxiliary water supply and diffusion chambers with special 
emphasis on pumped water. 

Screening of auxiliary water supply. 

Temporary fish-passing facilities during third-step construc- 
tion. 
Details of Oregon shore permanent fish-passing facilities. 

Passage of fingerling salmon through a diffusion chamber. 
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SOUTH PACIFIC DIVISION 


The South Pacific division is served by the San Francisco, Sacra- 
mento, and Los Angeles districts. 

San Francisco district—Close coordination has been maintained 
with the California State Bureau of Marine Fisheries and the United 
States Fish and Wildlife Service in connection with the Humboldt 
Bay Survey Report, the Survey Report on Harbors for Light Draft 
Vessels, Northern California Coast, and the Survey Report on Mon- 
terey Bay. Particular attention has been given the proposed dredging 
activities which are placed so that waterfowl food plants and clam 
beds will be protected. 

The United States Fish and Wildlife Service has submitted two 
reports on proposed improvements in the Kel River Basin, Calif. 

Sacramento district—Full consideration has been given in 1950 to 
the recommendations of the Urited States Fish and Wildlife Service, 
the California Division of Fish and Game, and local interests in 
connection with authorized projects, including those now under 
construction. 

On the recommendation of the Fish and Wildlife Service, the 
maintenance of a dead-storage pool in Isabella Reservoir, Kern River, 
Calif., is being studied in collaboration with the State division of 
water resources. 

Consideration was given to the recommendations of the California 
Division of Fish and Game in connection with the clearing of Pine 
Flat Reservoir, Kings River, Calif., and the maintenance of a minimum 
pool in that project for the benefit of fish resources. 

The advice of the California Division of Fish and Game and the 
United States Fish and Wildlife Service were sought in connection 
with the establishment of a conservation pool in Hogan Reservoir, 
Calavera River, Calif., and the maintenance of minimum flows fiom 
the project for the benefit of fish life downstream from the dam. 

The planning of recreational facilities for Folsom Reservoir, 
American River, Calif., including those involving fish and wildlife, 
are being coordinated with the United States Fish and Wildlife 
Service, the California Division of Fish and Game, the Tri-County 
Planning Commission, and the Bureau of Reclamation. Particular 
attention is being given to the preservation of the existing fish and 
wildlife resources of the American River in accordance with the 
desires of local interests. 

The effect of the lower Butte Creek channel improvement project, 
California, on fish and wildlife has been studied as a result of ques- 
tions raised by local interests, the Associated Sportsmen of California. 
Indications are that the project will not seriously affect fish and 
wildlife. 

In addition to the activities referred to above in connection with 
authorized projects, close liaison has been maintained with the 
United States Fish and Wildlife Service, the California Division of 
Fish and Game, and with local interests on matters pertaining to 
authorized investigations and reports. The recommendations of the 
Associated Sportsmen of California with respect to proposed naviga- 
tion and flood-control improvements on the Sacramento River 
(Chico Landing to Red Bluff), Calif., were carefully considered in 
cooperation with the State engineer of California and the California 
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State Reclamation Board. The United States Fish and Wildlife 
Service also submitted a report on the same project to the effect that 
fish and wildlife resources of the area would not be seriously affected. 

The Fish and Wildlife Service also submitted reports on the prob- 
able effects of flood-control improvements in the Cache Creek Basin, 
Calif., and on the Truckee River, Calif. and Nev. The California 
Division of Fish and Game also reported on the proposed Cache 
Creek project. 

Los Angeles district—Dredging of a new entrance and tidal channel 
into Mission Bay and of marshland in the lower reach of the San 
Diego River floodway was done in accordance with plans previously 
approved by conservation interests. ‘The California Division of Fish 
and Game also advised that dredging of Alamitos Bay would not be 
objectionable. 

The United States Fish and Wildlife Service was consulted in con- 
nection with the proposed Hodges Reservoir, San Dieguito River, 
Calif., and the proposed plan of improvement for flood control in the 
Santa Maria River Basin. 


Unitrep States DEPARTMENT OF AGRICULTURE, 

Sort CONSERVATION SERVICE, 

Washington, D. C., March 16, 1951. 
Hon. A. Witiis Rosertson, 

United States Senate. 
Dear Senator Rosertson: In compliance with your request of 

February 1, 1951, we are pleased to submit to your Subcommittee 
To Investigate Wildlife Conservation the original and one copy of the 


report of the Soil Conservation Service for the past year. 


Sincerely, 
H. H. Bennert, Chief. 
Attachments, 2. 


Report OF THE Sort CONSERVATION SERVICE, 1951 


The day of depending on nature as the chief benefactor to desirable 
wildlife is largely past. Natural settings—and natural populations of 
wildlife—are splendid for parks and wilderness areas; but the American 
sports of hunting and fishing rely more on agricultural lands than on 
all else together. We have too little to hunt and fish. We need to 
look upon wildlife as an agricultural crop produced by agricultural 
methods. This is the theme developed in the present report. This 
concept has gradually developed from work that has been reported to 
this committee in previous years. 

For example, in reports for the past 3 years by the Soil Conservation 
Service to this committee, we have described the technical program 
of the Soil Conservation Service and the manner in which it is carried 
to landowners through locally operated soil conservation districts 
organized under State laws. Stress has been placed on four particular 
concepts: (1) The importance of the soil conservation district as a 
democratic way of providing for cooperation between farmers and 
ranchers and society; in oe words, Government; (2) basing of 
technical recommendations upon the physical conditions of the ar 
and water as revealed by conservation surveys; (3) the need for coor- 
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dinating the basic sciences of agronomy, biology, engineering, forestry, 
range management, and soils into sound land and water conservation 
recommendations at the farm level; and (4) need for planning and 
applying conservation work on the entire farm or ranch as a unit. 
Particular attention was given to those soil and water conservation 
practices of special importance to wildlife and how they fitted into 
conservation farming. The introduction of useful new plants such 
as bicolor lespedeza, multiflora rose, and Russian olive was described. 
Progress in planning and establishing conservation practices such as 
wildlife borders, managed hedges, and farm fish ponds has been re- 
corded each year. The significant development of productive team- 
work between Soil Conservation Service and State wildlife agencies 
working together in soil conservation districts was noted. 

These principles stressed as fundamental guides in soil and water 
conservation have now been adopted as the basic soil conservation 
objective of the Department of Agriculture in the Secretary’s Memo- 
randum No. 1278 of February 15, 1951: 

The basic physical objective of soil conservation activities by Department 
agencies shall be the use of each acre of agricultural land within its capabilities 
and the treatment of each acre of agricultural land in accordance with its needs for 
protection and improvement. 

We are pleased to report now that the past year has shown continued 
progress in this work. The statistical summary at the end of this 
report provides the data on the various practices. Here we may say 
in summary that the degree of acceptance of biology conservation 
practices on farms and ranches and the extent to which wildlife habitat 
improvements have become an integrated part of conservation farming 
have accelerated rapidly and encouragingly. For example, we now 
measure the multiflora rose living fences planted annually in thousands 
of miles whereas less than 5 years ago we were struggling to obtain 
scattered demonstrations. Itis worthy of note that, as of July 1, 1950, 
there had been almost 750,000 acres of wildlife area improvement 
actually established and 1,176,000 more acres planned for treatment 
as part of conservation plans. Wildlife is taking its rightful place in 
the comprehensive conservation work in soil conservation districts. 

The theme developed in our report for this year has to do with our 
attitude toward the wildlife resources and the means by which we may 
hope to provide the hunting and fishing that is demanded by our 
people in ever-increasing quantity. 

Before describing this theme, we would like to draw an analogy 
that will help to make the key point more clear. This analogy con- 
cerns the growth of the human population of this country in 300 years 
and the means by which it was brought about. 


HUMAN POPULATION INCREASED WITH MORE FOOD 


Many more people live in the United States today than in primitive 
times. There were originally perhaps 250,000 Indians. Today there 
are over 150 million people. This is an increase of about 600 times. 
This vast number of people is fed almost wholly upon the products 
of about 60 kinds of plants. It is both startling and significant that 
few of these 60 species were native despite the fact that there were 
perhaps 10,000 kinds of wild plants that grew here in pre-Colonial days. 
However, our one most important food plant, corn, was native. 

83603—51——-18 
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Possibly even more astounding is the fact that more than 80 percent 
of our food comes from but seven plants. Furthermore, about 70 
percent comes from three of them—corn, wheat, and oats. Much of 
this becomes human food when converted to meat. 

Just as the human population increased greatly, a similar contrast 
can be made of the great numbers of domestic livestock present today 
compared with the few animals that lived during Indian times. 

What the white man did was to raise the carrying capacity of the 
land for his kind by increasing the food supply. This was accom- 
plished through plant culture and animal husbandry or, in other 
words, agriculture. And it is especially significant that it was accom- 
plished with a very small number of plants—plants that were de- 
veloped from their original sources in all parts of the world. 


ANIMAL POPULATIONS DEPENDENT ON FOOD AND COVER 


Wild animal populations have the same basic needs as humans. 
The carrying capacity of the land for producing and sustaining a wild 
animal is determined largely by the food, water, and cover available. 
The manageable species can be increased by the manipulation of the 
cover, water, and food supplies just as occurred with the human 

opulation. If we want more fish and wildlife, we must grow more. 
Sodustien is the key to harvest. To produce more we must provide 
the means of growing them—food, water, and cover. This means 
that we must have the right plants with which to do the job and fit 
them into our agriculture. Since most of the manageable game species 


live on farms, their management must inevitably become a part of 
farming. 


In all probability, a relatively few plants will do the job—but we 
must have the right plants. Today we may have some of them. 
Continued search throughout the world is needed to locate others. 
This search will take time and in the interim we must do as well as 
we can with the plants now available. 


INCREASED WILDLIFE PRODUCTION NEEDED 


So, our theme is that America must raise more wildlife and fish. 
More than 25 million Americans bought licenses to hunt and fish in 
1948, again in 1949, and no doubt again in 1950. Added millions 
hunt and fish unlicensed on their own lands. A great many more 
would enjoy hunting and fishing if more were produced. Demand 
exceeds supply almost everywhere; but the supply is spotty, inade- 
quate, and poorly developed. 

We need some vital changes in outdoors philosophy to meet the 
needs of today. We can no longer pride ourselves in the great Amer- 
ican tradition that nature will supply enough game and fish for every- 
one. The American population has outgrown in sheer numbers the 
capacity of our natural wildlife habitats. We have too many people 
to hunt and fish for the amount of wildlife present. 

We didn’t have enough game for the hunters among our 150 million 
people in 1950 and we won’t have enough for 170 million in 1960 
unless we grow more game and fish than we are doing now. 

Conservation as we have practiced it is not enough. Conservation 
as we have used the term in relation to wildlife has meant only to save 
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to guard, to protect; consequently we have depended too much on 
natural production, closed seasons, bag limits, the ideals of sports- 
manship, and a host of laws and regulations which do nothing more 
than limit the harvest—and often fail even in that. We've followed 
a policy of retarding losses; now we need a positive approach toward 
growing more. 

When we stop the steady downward trend in game afield, we 
will do it by production. And, since by far the most hunting is pro- 
vided by farm species, we will produce most of the added hunting by 
agricultural methods. Fishing, too, in most of the interior parts of 
our country can be made much better by the construction and man- 
agement of farm ponds and lakes and the improvement of our streams 
through watershed control. 

We must grow 5 pounds of fish where nature supports but 1, and 
grow fish where no water exists today. We must grow two cov eys of 
quail, two squirrels, two rabbits, two ducks, two doves, where only one 
is now able to live—and grow more where none at all can survive now. 
We must replace nature’s come-what-will with man’s ability to grow 
what we want. 

In the present emergency of high tensions and hard work, our out- 
door recreational opportunities are more important than ever. They 
should be greatly expanded so that the greatest possible amount of 
relaxation is provided for our people. 


LAND CAN GROW MORE WILDLIFE 


Anyone who owns land can improve it; can make it produce more 


game or fish or both. And that opportunity exists for any lands— 
whether privately owned or belonging to corporations, clubs, and 
public agencies. We can allow these soils and waters to continue 
their current production of relatively meager populations of game 
or fish; or we can manage them to produce more by using American 
intelligenc e and effort. Since wildlife production is a part of agri- 
culture, the decision to produce more wildlife is not primarily one of 
sportsmen or sports-supported agencies but will be made by those 
who own and work the lands. Fish and game production is an 
elective to be employed or ignored as the landowner wishes. 

The vast majority of our land is privately owned, and will likely 
remain that way insofar as we can determine in the foreseeable future. 
The owners are 365 days deep in agriculture every vear. Yet we are 
fooling ourselves if we think the 6 million American farmers and 
ranchers are uninterested or unw illing to expend effort to grow game 
and fish as a part of their everyday farming. They will grow it if 
it is profitable for them to do so; profitable in the broad sense and 
not merely in terms of money. There is ample evidence to support 
this view in the experience of the Soil Conservation Service’s work 
assisting landowners in soil-conservation districts in the last 14 years. 

Since 1935, the Soil Conservation Service has recognized an oppor- 
tunity and responsibility for the welfare of wildlife in land-use planning 
and ‘the conservation practices we advocate. Farm owners are 
accepting our recommendations for wildlife production increasingly 
each year. 
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SOIL CONSERVATION DISTRICTS INCLUDE WILDLIFE IN PROGRAM 


Real assurance that farmers would grow more wildlife came after 
the enactment of State soil conservation district laws and the subse- 
quent organization of soil conservation districts, which began slowly 
in 1937 and now embrace 1,250,000,000 acres in 2,300 districts. This 
already includes 73 percent of the farm and ranch lands of the Nation. 
Almost every district has written into its objectives ‘‘the increase and 
care of wildlife and fish on the farms within the district,’ or an equiva- 
lent statement. 

Further assurance of agriculture’s power to grow more game and 
fish comes from the simplicity and permanence of the soil and water 
practices which have been developed in this far-reaching program of 
soil and water conservation. We live year after year with the farmers 
who accept our suggestions. Their results must be good or our 
recommendations would wither for lack of acceptance. The farmers’ 
attitude toward wildlife conservation and restoration 20 years ago 
was almost wholly passive. A wholly new approach had to be 
developed. Our progress to date is still limited owing to inadequate 
knowledge of what to do for each species we seek to produce. Soil 
and water conservation has general benefits for wildlife—more ground 
cover, less silt in the streams, greater soil fertility—but we must not 
be misled into thinking these general benefits will make all the hunting 
and fishing we want in America. If a man wants to produce game or 
fish he has to feed and shelter them on his own place, or arrange for 
a man who owns land to do it. 


FARM FISH PONDS PRODUCTIVE 


Until 15 years ago the idea of increasing fish production by fertilizing 
waters was called ridiculous, unnecessary, and impractical. There 
are many people who still believe natural fertility in waters will pro- 
duce the fish we need. But those who speak disparagingly of modern 
water culture still can’t show in 1950 where they have increased the 
harvest of fish to 100 or 200 pounds of game fish per acre in waters 
which naturally yielded but 10 to 20 pounds. Swingle and Smith at 
the Alabama Agricultural Experiment Station developed high-pro- 
duction methods in Alabama several years ago. Results are now 
enjoyed by tens of thousands of farm pond owners all over the United 
States aided by Soil Conservation Service technicians who show them 
where they can have good ponds and how to manage them. A soil 
conservation technician can predict good yields with reasonable cer- 
tainty to the landowner who will follow simple instructions on (1) 
selecting the site, (2) construction, (3) proper stocking, (4) fertilization, 
and (5) consistently good care of the pond and the surrounding land. 
An acre of water properly developed today can provide 10 times the 
fishing entertainment—and food—possible with our methods of 15 
years ago. 


NEW PLANTS HELP FEED AND SHELTER FARM GAME 


We have developed methods of feeding quail better than man or 
nature ever fed them before. When we make every square foot of 
a one-eighth-acre plot produce a heavy crop of bicolor lespedeza seed 
(40 or 50 pounds per patch) bobwhites respond to this important 
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principle of high yields of food on small areas. Landowners can afford 
to devote several small areas of land to wildlife whereas they cannot 
spare larger areas which feed wildlife poorly by nature’s hodge podge 
selection of grasses, trees, and various plants of meager value to them. 
This technique with appropriate modifications is being adopted in the 
Southeast, the Gulf coast region, the upper Mississippi, and the 
northeastern region of the country. New strains of these wildlife 
lespedezas are well along in their development for pheasants and 
quail in the earlier frost States north of the Mason and Dixon’s line. 
This is probably the first time that plant foods have been improved for 
wildlife by the same horticultural procedures used to develop human 
foods. 

Farm lands will not clothe and feed enough people unless fertilizer, 
soil culture, the right kinds of plants, and the right kinds of soil and 
water conservation measures are applied to overcome the natural 
deficiencies of climate and soil. The management of wildlife land and 
waters is an exact parallel. 

The new use of multiflora rose—another practice in the science of 
modern land use contributed by the Soil Conservation Service 
has an influence on farm-game foods. This plant is used as a living 
fence and opens a new field for wildlife conservation on livestock farms 
where game production has been most difficult. The rose is a cover 
plant of high quality, and when used to protect food and grass cover 
alongside, reaches the objective of growing plenty of food and cover 
on a small amount of land where the owner wants game. This rose is 
not adapted to every part of the United States. ‘Our biologists and 
nurserymen are testing other thorny plants for similar use. 

We must do more than find the right plants; we must determine the 


patterns that produce the most game. For example, we don’t expect 
a single thorny fence between two pastures to produce much game. 
A double fence with a high-yielding food and spots of grass cover in 
between will doubtless support rabbits and quail. We now have some 
of these new patterns established and will measure the results in game 
in due time. 


WATERFOWL AREAS DEVELOPED 


A development that augurs well for the future of waterfowl and fur- 
bearing animals on farms has made a good start in the past 2 years. 
Shallow impoundments in which the water level can be manipulated 
for the better growth of food plants are finding a place on many farms 
in New York, Montana, and elsewhere. Water is impounded on low, 
wet lands that previously were of little use either for wildlife or farm 
crops. For example, a 6-acre marsh impoundment built on the Lynn 
Watson farm, Allegany soil conservation district, New York, produced 
three broods of mallards the first year and sheltered large flocks of 
migrating ducks and geese in the fall. Deer, raccoon, and other wild- 
life use the new aquatic area daily and make it a place ‘of teeming wild- 
life activity. All 183 new impoundments in this soil conservation dis- 
trict have sheltered ducks at some time after their construction. Here 
again we have an example of the positive development of food crops 
for specific animals on lands set aside for the purpose. 

We are making headway in our search for a plant of dependability 
to feed doves; another to support deer; still another of primary use to 
wild turkeys; ‘and others for muskrats, waterfowl, etc. Our objective 
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is*to have at least one plant—the most outstanding, the most prac- 
tical, the least costly—for each kind of wildlife we want to prosper. 
These tests are well along but will need to continue for a long time. 
Nevertheless they illustrate part of the philosophy we present. 


WET LANDS POSE PROBLEM IN LAND USE 


The problem of feeding our migratory waterfowl better in south- 
eastern wintering grounds is another in the story of soil and water 
conservation. Farmers, soil conservation districts, and Soil Conser- 
vation Service technicians are developing appropriate recommenda- 
tions for the best use for these wet lands, including their use for 
waterfowl, fur bearers, and other wildlife. 

Much of the wet land area of the United States lies across the flat 
coastal plains from the Atlantic seaboard, around the Gulf and up the 
east side of the Mississippi River to Cairo, Ill. Other areas lie in the 
Northern States. Millions of wet acres of poorly drained soils are 
intermingled with areas of well-drained upland—soils sandy enough, 
high enough, or steep enough to need no water removal for pasture, 
crop, woodland, or wildlife benefit. Nearly every farm has wet land 
problems on a few or many acres. Only 21 million acres of these 
wet soils can be added to our available and potentially available 
crop land by drainage. This is approximately one-fifth of the total 
wet, swamp, and overflow lands. The other four-fifths are not agri- 
cultural soils; they are not suitable for cropland or pasture. Many 
of them can be improved for waterfowl and fur bearers. 

The Soil Conservation Service has a classification system for all 
soils, be they wet or dry, sandy or stony, steep or flat, used for wood- 
land, cropland, pasture, or wildlife. Water-control work is deter- 


mined by the same sound principles of proper land use as terracing, 
cover crops, pasture developments, or the retirement of eroding 
croplands to woodland or pasture purposes. 

We believe it will be possible to help ducks most by applying a 
principle of producing better quality habitat on areas which an owner 
can afford to manage. 


WILDLIFE CAN BE INCREASED BY AGRICULTURAL METHODS 


We would like to refer back to a statement we made before this 
committee February 14, 1950. We quoted then from the 1930 
American game policy relative to problems of the private landowner: 

We must compensate him either publicly or privately—with either cash, service, 


or protection—for the use of his land and for his labor on condition that he 
preserve the game, feed, and otherwise safeguard the public interest. 


We added a statement: 


The wildlife profession has not yet come forth, 20 years later, with any reason- 
able plan for compensating the landowner for keeping his land in production for 
wildlife, 

We now want to expand that statement, to make the point that, 
interestingly enough, it is the soil conservation districts that are 
showing the way to greater wildlife abundance through the soil and 
water conservation work of the American landowners. 





FEDERAL WILDLIFE CONSERVATION ACTIVITIES, 1950 189 


This proposition—of showing the American landowner how to grow 
more game and fish—developed steadily through the last 15 years. 
We have found the hunters and fishermen turning wholeheartedly to 
this agricultural development for wildlife restoration. The landown- 
ers like it. Those who tried it first are enlarging their efforts; setting 
aside additional land for game; building more and better ponds. 

The technicians and administrators in many State game and fish 
departments have adopted this philosophy. They are giving material 
aid in soil-conservation districts where the new agricultural techniques 
have been demonstrated successfully. The growing, universal ac- 
ceptance of this work has reached the stage which makes the theme of 
this report timely and significant. 

Much more than the hunter, the American farmer makes the deci- 
sion day after day as to how farm game will be produced upon his 
land. The Soil Conservation Service has shaped the simplified 
techniques for agricultural production of wildlife as a part of its 
on-site assistance to landowners in every State. The soil-conservation 
districts through which we work have obtained cooperation in these 
efforts from the Fish and Wildlife Service, State game departments, 
a few agricultural experiment stations, and numerous agric ultural 
leade rs—truly teamwork in getting applied conservation. 

This philosophy for producing more wildlife has progressed far but 
we still urgently need three things: 

(1) Completion of a national land and water inventory, including 
greater detailed surveys of the wet lands so important to waterfowl. 

(2) More opportunity for the selection of new plants, testing and 
measuring results of better ways to manage water and soil for agricul- 
tural benefits to fish and game. 

(3) Reeognition of the role of the landowner as the custodian of 
farm game, pond fish, and wildlife generally when it is produced on 
his land as a result of his efforts. We must give the landowner in- 
centives to produce larger amounts of huntable game. Greater 
custodial recognition and privilege is the first encouragement needed. 
It should give him the right to say who can harvest the crop and under 
what conditions. It is logical enough to deny the landowner full 
custodial rights as long as the game is there through no effort or 
expense to the farmer. Today, however, a man is entitled to full 
control of the products he grows by his own intelligence, his work, and 
his operating expenses. 


STATISTICAL SUPPLEMENT 


As a statistical supplement to the narrative report above, and to 
provide a means of comparing progress with that previously reported 
to congressional committees concerned with wildlife activities of the 
Federal Government, there are presented a map showing the extent of 
soil-conservation districts as of January 1, 1951, together with tables 
1, 2, and 3 showing growth of soil-conservation districts, number and 
acreage of farm-conservation plans, and major practices, planned 
and accomplished. 
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TABLE 1.—Growth of conservation districts by 6-month periods 


Date Number of Date Number of 
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PRG; Bh, SIE in iinssiinnns | 13 | 8, 002, 022 |} Dec. 31, 1944............ 1, 221 675, 177, 084 
(ie Seeeeraee 69 | 36,107,227 || July 1, 1945............- 1, 346 740, 858, 793 
ESS aaa | 109 | 59,039,973 || Dec. 31, 1945...........- 1, 462 802, 596, 518 
CO re 161 | 88,446,148 || July 1, 1946__........._- 1, 638 883, 977, 490 
et. 31, 2000. 217 | 119,490,878 || Dee. 31, 1946_........... 1,756 945, 812, 578 
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TABLE 2.—Number of farm-conservation plans and acres, prepared with Soil 
Conservation Service assistance in districts, fiscal years (cumulative) } 
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| Active farm-conservation i| Active farm-conservation 
plans 1] plans 
Fiscal year 5 aks Fiscal year om 

| Number | Acres planned || Number | Acres planned 
Piet Nae Cees eee nt pelea ee ae 
I ceiatentnad sneel 694 | ke ee 277, 734 78, 328, 814 
1939. _ - ee) 6,916 | SE EE TRL «- nensadanenaniedeadeaedn 364, 479 | 98, 479, 774 
1940 ecqcuekaeen 29, 322 | 6, 539, 379 {| inh b4 ebhneted: oe 476, 128 131, 855, 608 
1941. _. a al 72, 518 | I TD, 571, 163 157, 751, 642 
1942. _. a | 126, 042 | 20, 480, 503 || 1040. ................. 668, 322 184, 907, 398 
_ aes usionsivall 170, 911 43, 056,940 |) 1050. .................- 780, 473 217, 994, 068 
Re... ee 


62, 118, 997 |} 
' i 


! Most of the farm-conservation plans in previous programs administered by the Soil Conservation Service, 
like the demonstration projects, the CCC erosion camps, and others, are not included in soil-conservation 
districts. Many of the old cooperative agreements with farmers have now been converted to farmer- 
district agreements. 


TABLE 3.— Major soil and water conservation practices planned and applied on farm 
and ranch conservation plans for fiscal year 1950 and cumulative to July 1, 1950 























Planned | Established 
Practices Unit 

This parted Todate /|This perioa| To date 
Contour Geren. oon acicccccsscuece Sane ko cescdes 5, 207,045 | 34, 469, 733 | 3, 491, 511 22, 648, 513 
eR Se RE LEAT RIEL F Le heat | 3, 936, 196 | 21,672,928 | 3,111,387 | 13,347, 926 
Stubble mulching...-_--- ERLE sacl haan teat 8,817,312 | 45,311, 214 7, 140, 297 35, 119, 426 
NII ek So FD oa ee 1,719,890 | 9,878,529 829, 200 5, 760, 629 
Seeding range and pasture_.._...... tans 3,870,629 | 16, 365, 669 1, 876, 832 7, 037, 375 
Farm and ranch ponds_--__-.-...-- Number. .-....- | 45, 868 | 236, 476 37, 780 177, 513 
PE ill ace I eke 271,340 | 1, 298,363 126, 784 650, 982 
W oodland management. ee Se SR EA 4,859,465 | 22,709,418 | 3,391, 551 13, 848, 586 
Wildlife area improvement... Mos 26 } Wetec ck 327, 751 1, 175, 990 177, 986 747, 427 
EG. picid cinta nthbicim suas | BOB: a piccacnens 181, 329 1, 534; 066 100, 612 719, 817 
Diversions aceaes atest degeigadet mae a cba ee elena 9, 390 49, 716 5, 892 25, 963 
Farm drainage --- cikntahehatemnctt MMMNIIIG. 5d cede ele 1, 777, 172 | 8, 538, 105 1, 161, 402 5, 061, 554 
Irrigation land prepar: ition... ...._- DR oe 688,628 | 2,792,764 315, 519 1, 162, 043 
Improved water application. ____--.- ee EES 1,215,183 | 5,257, 746 617, 606 2, 804, 036 
Field windbreaks_...............- ; DETR eos acces 2, 848 | 14, 422 1, 435 8, 392 
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Forest Service Procress Report on NATIONAL Forest WILDLIFE 
MANAGEMENT 


THE WILDLIFE RESOURCE 


The extent of the wildlife resource on the national forests is indicated 
by the big-game population, which was estimated at 2,620,000 animals 
for the fiscal year 1950. These animals include deer, elk, moose, 
antelope, bear, mountain goats, bighorn sheep, peccary, and wild boar, 
and constitute about one-third of the estimated big-game population 
in the United States. The 153 national forests and 57 purchase units 
comprise approximately 180 million acres. 

Last year’s estimated harvest of big game from the national forest 
areas was 356,000 animals taken by 1,350,000 big-game hunters. This 
indicates that better than one hunter in four was successful. 

Small game and fish occur throughout the national forests, and 
though population estimates are not made, their abundance and popu- 
larity is well indicated by the report of 608,000 small-game hunters 
and 3,160,000 fishermen who visited the national forests last year. 
Recent estimates of the amount of fishing water on national forests 
show 81,000 miles of streams and 1,600,000 acres of lakes. 


MANAGEMENT OF NATIONAL FOREST WILDLIFE 


Management of wildlife on the national forests involves a high 
degree of ¢ operative effort. State fish and game laws and regulations 
apply to national forest lands. The Forest Service in administering 
the land is directly concerned with maintaining and improving the 
food, water, and cover conditions for fish and game. Close coopera- 
tive relations between the Forest Service and the States is further 
implemented by cooperative agreements. These agreements vary 
somewhat in different States but normally outline the fields of re- 
sponsibility and provide for joint management effort. In a similar 
manner cooperative programs in research, predator control, and re- 
lated matters are handled cooperatively with the Fish and Wildlife 
Service. 

A most important contribution to habitat betterment is made by 
integrating wildlife food, water, and cover needs with other uses of 
the national forest land. For example, water developments for live- 
stock are often designed or located to benefit big game and such game 
as quail and turkey. Seeding to improve the forage supply for live- 
stock may also include plant species valuable for wildlife food and 
cover. Where large areas are seeded it may be advisable to leave 
patches of shrub or tree cover for big game and game birds. More- 
over, in connection with range surveys for livestoc +k management 
reasonable allowance is commonly made for big game forage ne eds. 

One of the primary objectives of watershed management is the 
establishment of vegetative cover on denuded lands and this makes 
these lands more suitable for wildlife. Good watershed management 
is probably the most effective means of maintaining and improving 
fish habitat on national forests. 
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Specialized fire control activities of the Forest Service may have 
a beneficial effect on wildlife habitat. Fire lanes create valuable 
wildlife openings and increase the amount of “edge.” The pre- 
scribed burning of southern pine lands to reduce fire hazard and to 
control Brown Spot disease is often helpful to wildlife. Desirable 
legumes and other food plants grow on the limited burned areas and 
this food is adjacent to the cover provided by the unburned forest. 
In all national forest regions the fire prevention and control activities 
maintain watersheds and contribute substantially to favorable stream 
and fishing conditions. 

Coordination of wildlife and timber management also provides 
many ways for improving and maintaining habitat. Methods of 
cutting may be modified to provide openings in the forest for food 
and ‘‘edge.’’ Under special conditions some den trees and mast- 
producing trees can be retained in cutting operations. Where large 
areas are planted to trees, provisions are made for unplanted open- 
ings or strips on the exteriors and interiors of the plantations. On 
timber sales, logging is supervised to minimize damage to stream 
habitat. Other examples of coordination could be cited, but the 
above will serve to illustrate how wildlife habitat needs are con- 
sidered in the day-to-day work of the Forest Service. 

Direct measures can also be employed to improve wildlife habitat 
on the national forests. Examples include tbe creation and develop- 
ment of permanent wildlife openings in dense second-growth forest 
areas, construction of water developments specifically for game, 
fencing of key areas to protect wildlife feeding or breeding areas, 
installation of deflectors and other stream improvements, and the 
creation of lakes to give new fishing water. 


CURRENT PROBLEMS AND PROGRESS IN WILDLIFE MANAGEMENT 


Under the present level of financing the Forest Service is limited to 
a very restricted program of wildlife management. The current appro- 
priation is barely sufficient to maintain one full-time position in each 
of nine regions. The men occupying these positions are responsible 
for the leadership in technical aspects of national forest wildlife work 
plus the cooperative programs on the 180 million acres of national 
forest land. 

Increased activity by the States in the field of forest wildlife man- 
agement, in part financed through Federal Aid funds appropriated 
under the Pittman-Robertson Act and, beginning July 1, 1951, under 
the Dingell-Johnson Act, adds to the workload of the Forest Service 
and its Wildlife Management Division. The public lands of the 
national forests offer certain advantages to the States for cooperative 
wildlife work. Improvements can be tied in with a stable plan of 
land administration and sportsmen receive maximum benefits because 
the national forests are open to the public for hunting and fishing. 
Work with the States requires joint planning and action programs. 
This is especially important as nearly all wildlife work is related to the 
other uses of the land. 

There has been some interest by outside organizations in methods of 
financing Forest Service wildlife management activities. The Wild- 
life Management Institute and the National Wildlife Federation have 
suggested a stamp similar to the present duck stamp to be sold to 
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hunters, fishermen, and trappers on the national forests. The Inter- 
national Association of Game, Fish, and Conservation Commissioners 
and the Western Association of Fish and Game Commissioners have 
interim committees studying the stamp idea and alternate proposals. 
Among the latter is a suggestion for a charge to cover all forest recre- 
ation users, including hunters and fishermen, but not those merely 
passing through national forest areas. A bill, H. R. 565, Eighty- 
second Congress, proposes to set aside 10 percent of national forest 
receipts for. “development, maintenance, and operation of national 
forest recreational resources and areas, including wildlife resources.” 

There is continued progress in studies and trials to develop tech- 
niques and methods for forest wildlife habitat improvement. In 
West Virginia, some revealing information on den trees was obtained 
through a cooperative study between the Northeastern Forest E xperi- 
ment Station and the West Virginia Conservation Commission. By 
knowing the best kinds and sizes s of den trees, the forester can arrange 
to leave a desirable number when cutting an area of timber. On the 
Pisgah National Forest in North Carolina cooperative studies with 
the North Carolina Wildlife Resources Commission in the manage- 
ment of hardwoods to provide deer browse were initiated. Methods 
for making rhododendron more available as winter browse were also 
developed. On the Pisgah and elsewhere experimental plantings in 
wildlife openings were made. 

In Idaho cooperative studies between the State fish and game com- 
mission and the Forest Service included methods for reestablishing 
browse by reseeding and the stimulation of sprout growth by poisoning 
the old growth in mature browse stands that had grown beyond the 
reach of deer and elk. 

Of considerable importance to eastern national forests is the co- 
operative work with the Bureau of Plant Industry, Soils and Agricul- 
tural Engineering in the investigation of disease resistant varieties 
of oriental chestnuts. Formerly the native chestnut was a most 
important producer of wildlife food in the eastern hardwood forests. 
However, this species was completely wiped out by the chestnut 
blight. The current studies and experimental plantings give con- 
siderable promise of finding suitable blight-resistant varieties of 
oriental chestnuts which might be used for wildlife plantings. 

In Virginia cooperative studies with the Commission of Game and 
Inland Fisheries have shown the desirability of having clumps of 
pines or other conifers to provide winter cover for grouse and other 
species in hardwood timber stands. In many cases the clumps can 
be brought about by releasing understory conifers from hardwood 
competition. Lacking this, conifers can be planted at selected sites. 
Here also it has been determined that green foods for turkey and 
grouse can be maintained in the winter by spreading the relatively 
warm water of seeps so that it tends to melt the snow and make low- 
growing vegetation available to wildlife. 

Big game overpopulations continue to be a serious problem on parts 
of the national forests though notable progress has been made in 
better utilization of the game surpluses by a number of State conserva- 
tion commissions. The programs in Colorado, Utah, and Wisconsin 
will illustrate what is being done in these and other States. On several 
national forest areas in Colorado liberal regulations permitted two 
deer to be taken by a hunter. Generally hunting of both sexes of deer 
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was permissible in that State. Utah continued the practice of special 


hunts, having 65 special hunts in 1950 entirely or partially on national 
forest areas. 


Wisconsin held its first any-deer season in a number of years and 
the hunter harvest was estimated at 200,000 animals. In spite of the 
excellent progress being made in these and other States, a surplus of 
big game animals prevails in many areas. Underharvesting of the 
big game resources is a public loss because it fails to use a large 
potential of recreational sport hunting. 

Some of the national forest areas in the East, where deer have been 
restored in comparatively recent years, are starting to show the effects 
of rather heavy deer use. West Virginia and Georgia held doe hunts on 
national forest areas during the past year, and other Eastern States are 
considering them. Most of the present-day national forest deer herds 
in Virginia are the result of stocking since 1938. Two deer killed dur- 
ing 1950 bore tags marked “Pisgah 1938,”’ which indicated that they 
were stocked from the Pisgah National Forest and were over 12 years 
old. The original stocking of 1,783 deer in Virginia has now increased 
over twenty-fold. 


The California Fish and Game Commission adopted and placed into 


effect a deer management policy, which, because of its technical and 
administrative soundness, is quoted here: 


1. To produce and maintain a maximum breeding stock of deer on all wild 
lands of California, public and private, consistent with other uses of such lands, 
and to utilize, through public hunting, the available crop of deer produced annu- 
ally by this breeding stock. 

2. To maintain for deer the best possible range conditions in conformance with 
other interests and uses; to expend funds for the improvement of deer ranges 
wherever such ranges are open to public hunting, and to aid and encourage private 
landowners to improve their deer ranges even though hunting is limited. 

3. To keep deer populations in balance with local forage supplies and conflicting 
uses. 

4. To assure a carry-over of a maximum breeding stock of deer consistent with 
the forage available on each local unit of range. 

5. To permit the harvest of all surplus animals, of either sex, over and beyond 
what the range can carry in a healthy condition. 

6. To limit the acquisition by the State of deer lands, access roads thereto or 
rights-of-way to those cases where unusual benefits will derive from the expendi- 
ture of moderate sums. 

7. To control populations of deer that are rendering appreciable damage to 
valuable crops, orchards, vineyards or gardens, by regulated public hunting 
where possible; elsewhere permit shooting will be relied upon. 

8. To work out with other interested parties an equitable allocation of forage 
for deer and livestock where conflict or competition exists, and thereafter to 
regulate the deer herd according to such agreements. 

9. To give primary consideration to deer in allocation of forage where the 
demands of deer and other big game species, native or introduced, may conflict. 

10. To manage deer herds on the basis of natural forage without recourse to 
artificial feeding. 

11. To reopen to deer hunting, following prescribed legal procedures, such 
existing refuges as are not actually needed to protect depleted herds, and when 
need for special local protection arises, to close such areas temporarily. 

12. To hold local public hearings in any area where the Commission intends to 
apply deer herd management regulations. Notice of such hearings will be given 
in papers of local distribution. The opinions of local groups of sportsmen, 
ranchers, and other interested parties will be heard and given consideration before 
final adoption of rules and regulations for any special hunt for deer. 

13. To regulate the numbers of deer predators on the basis of local deer needs 
concentrating control efforts on understocked ranges or ranges where hunters 
are fully harvesting the annual deer crop. 

14. To make impartial objective surveys of the deer herds annually in order that 
the commission may be supplied with authentic information for its guidance in 
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establishing hunting regulations and planning other aspects of deer management. 

15. To inform the public concerning the mechanics of deer management and 
the requirements to maintain healthy and productive herds. 

The application of this new policy resulted in planned either-sex 
deer hunts on several areas during 1950. A hunt on the Modoc 
National Forest provided for the issuance of 1,800 special permits for 
deer of either sex. Another on the Sequoia National Forest permitted 
960 hunters to kill either a buck or a doe on the Mineral King National 
Game Refuge. 


REGIONAL REPORTS AND ACCOMPLISHMENTS 


Region 1 (Montana, northeastern Washington, northern Idaho, and 
northwestern South Dakota) 

The forage plant growth during 1949 on the national forests east 
of the Continental Divide was considerably below that of preceding 
good years. For example, production of herbaceous forage on the 
Gallatin Game Management Unit, Gallatin National Forest, in 1949 
was 40 percent less in volume than the previous year. This lowered 
production, however, did not cause difficulty in overwintering con- 
ditions for big game. Early winter precipitation in this area was in 
the form of rain. Snow depths remained very light most of the 
entire winter, and big game wintered very well due to the greatly 
increased degree of accessibility of the winter range. 

Browse forage production in the western paris of the region was 
normal, except where one of the more important browse species, 
redstem (Ceanothus sanguineus), had winter killed during the periods 
of extremely low temperatures of the previous winter. 

In northwestern Montana, northern Idaho, and on the Colville 
National Forest in eastern Washington, big game were not concen- 
trated until mid-February due to an open, early winter. Although 
heavy snow depths occurred after that date, a period of warm weather 
in late February caused a heavy crust to form on deep snow areas. 
Winter losses did not occur as this condition permitted big game, 
especially elk, to range over most of the lower ranges. 

On the Coeur d’Alene cooperative game study unit in Idaho, 
estimated losses of 85 percent of deer occurred in one drainage where 
deer were fed, while on an adjacent drainage in which deer were not 
fed, estimated losses were only 15 percent. Losses in this general 
territory are believed to equal the annual rate of herd inci ease. 

Elk continue to dominate the big-game ranges of the Clearwater 
River system in the national forests of Idaho, Evidence of incompati- 
bility of large elk populations and deer becomes more evident. Many 
former areas of good deer country are now populated with elk, and 
deer have been greatly reduced in numbers. All big-game species in 
the region are increasing, except deer as stated above. On a regional 
basis, the rapid increase of deer on forests east of the Continental 
Divide have offset this reduction. 

Heavy snowfall in the northwestern parts of Montana and northerm 
Idaho provided a heavy snow pack which was reflected in high stream 
flows. The opening of the trout-fishing season found most of the 
fishing confined to lakes. Although temperatures last spring were 
10° to 15° colder than average, trout spawned in the streams before 
high water occurred. 
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An increase in upland game birds occurred and was especially 
noticeable in sharptail grouse and Hungarian partridge in grassland 
areas. All species of forest grouse were observed to have produced 
good broods. This is the second consecutive year of forest grouse 
increment in this region. 

Hunting and fishing efforts for the 1949 seasons exceeded those of 
1948. The big game, upland game bird, and fisheries resources 
generally are not seriously affected by present harvesting efforts. 
Big-game populations, in general, are underharvested. Only a small 

ercentage of annual grouse production is taken by hunters. The 

arger streams are exceptionally productive and continue to give 
excellent yields. Only in the smaller streams do yields appear to have 
diminished, and even here the better fishermen make good catches. 

Much of the specific wildlife management accomplished in this 
region is through cooperative arrangements with State game commis- 
sions. Forest Service general programs were largely directed to 
management and protection of the game and fish habitat, recreational 
developments associated with fish and game use, and conservation 
education programs. 

Field work concerned with correlation of forest planting programs 
and big-game winter range needs on the Clearwater and Nez Perce 
National Forests in Idaho was conducted by officers of these forests, 
regional office, and experiment station personnel. A plan for leaving 
certain remote browse-covered areas unplanted to serve as big-game 
winter forage supply was developed. 

On the Beaverhead, Deerlodge, Helena, and Lewis and Clark 
National Forests big-game censuses were conducted to determine rates 
of herd increment on areas where big game are expanding. Forage- 
production studies and measurements of big-game winter use were 
made on problem areas of these forests. Forest officers aided the 
State game departments of Washington, Idaho, and Montana in 
numerous special deer and elk hunts on problem areas on national 
forests in these States. 

Surveys of damage to Ponderosa-pine reproduction by deer were 
conducted on the Bitterroot, Cabinet, and Kootenai Forests in 
Montana. 

Many joint State-Forest Service surveys of big-game winter range 
conditions were made by State fish and game department and Forest 
Service crews in Idaho, Montana, and eastern Washington during the 
winter of 1949-50. The Clearwater National Forest conducted their 
third consecutive big-game census. An elk browse production and 
utilization survey was also completed on the Lochsa River district 
of the Clearwater National Forest. Selective overbrowsing of willow, 
maple, cascara, and cherry has reduced the degree of browse forage 
available during critical periods on this unit. 

Observations on trout-spawning activities in relation to season and 
stream conditions were made on the Lolo National Forest. ‘Trout 
were found to spawn in early May in Rock Creek and in advance of 
the opening of the trout season on May 21. 

The Lincoln County deer-management unit, Kootenai National 
Forest, was continued through the year in cooperation with the 
Montana Fish and Game Commission. A hunt for 500 deer of either 
sex was conducted as a result of cooperative field studies on areas of 
deer winter concentration. Studies of damage to Ponderosa-pine re- 
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production by deer, and trial reseeding and transplanting of browse 
species on logged areas were continued. ‘Trial methods of soil treat- 
ment and slash disposal to increase Ponderosa-pine reproduction were 
carried on through cooperation of the J. Niels Lumber Co. of Libby, 
Mont. It will be necessary to carry on these cooperative manage- 
ment studies for several seasons before conclusive results of trial 
methods can be determined for application in forest-deer management. 

A survey of range resources was completed on the Gallatin game 
management unit. Compilation of field data is now in progress. 
Results of this survey will permit more accurate estimates of elk- 
carrying capacities by periods of winter use. Zonal capacity by 
months, or from the least concentrated use in December to the 
greatest concentrated use in late winter, will be compiled from this 
survey data. Production and utilization measurements of 240 plots 
established on the Gallatin elk herd unit during 1948-49 showed that 

62 percent of the forage produced was used by elk. ‘This use is 
pale to be greatly in excess of proper utilization standards. 

Field work was started on the proposed upper Selway game manage- 
ment unit on the Bitterroot and Nez Perce National Forests in Idaho. 
This project will permit small-scale trials in game range restoration 
work on the upper Selway River. This is an area of heavy concen- 
trated use by the Selway elk herd. Here both browse and herbaceous 
species are declining. ‘Approximately 14,000 acres of key big-game 
winter range is in various stages of soil erosion. Herd control is 
difficult because this area is very remote, and hunter access is by pack 
and saddle stock. This unit is within the Se Iway-Bitterroot wilder- 
ness area. 


Region 2 (Colorado, Nebraska, South Dakota, and eastern Wyoming) 


The moderate winter of 1949-50 permitted game to occupy a much 
larger winter range area than is normal. Winter losses were generally 
light. In a few cases, concentration areas suffering from past over- 
use received some relief; but many more were overutilized, notwith- 
standing the mild winter and an exceptionally high production of 
forage during the 1949 growing season. An exception was the Wind 
River area of the Shoshone National Forest, Wyo., where the winter 
was unusually long. Snowfall exceeded the average by about 50 
percent. Winter range was greatly restricted resulting in poor 
condition and some loss of elk and moose. 

Big-game population estimates are tending to level off and the 
legal kill changed little from the previous | year. It may be that mule 
deer populations are underestimated. The largest and most critical 
winter range areas continue to show a downward trend. 

In Colorado small game bird populations remain relatively low. In 
a very few localities grouse are sufficiently abundant to justify an open 
season, but from a State-wide viewpoint, it was considered best to 
have no hunting season. Sharptailed grouse populations on and 
around the Nebraska National Forest are favorable. Wild turkeys 
are increasing in Colorado, South Dakota, and Wyoming; Colorado 
having had a successful hunting season in 1949. Less favorable 
turkey habitat in Wyoming and South Dakota makes the birds more 
dependent upon croplands for winter survival. Cottontails are not 
abundant, generally. 
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Considering the high fishing pressure, trout fishing holds up fairly 
well. Increasing hatchery production of legal size fish helps the easily 
accessible streams, but the region-wide catch of naturally propagated 
trout may be in excess of 90 percent of the total catch. 

An excellent job has been done on the forests in public education. 
Civic groups, sportsmen, and school children have been shown by 
talks, pictures, and field trips the necessity for balanced use of forest 
resources. Opposition to sound game-management regulations has 
declined. There is more understanding of the need for favorable 
habitat and planned coordination of uses. 

Additional range enclosures for the study of game range trends 
have been constructed in cooperation with the States. These are 
essential to sound management, and in educating the public. 

Local game wardens have assisted greatly in suppressing forest 
fires, and all of the State game departments are pushing the fire- 
prevention program. In several justifiable cases, wardens have 
followed through with fire law-enforcement action. Their assistance 
has been of great help to the Forest Service. 

A revised cooperative agreement between the Wyoming Game and 
Fish Commission and Forest Service regions 2 and 4 has been executed. 

The program of joint field meetings of game departments and land- 
management agencies has continued. Through them there is develop- 
ing each year a better understanding of mutual problems and objec- 
tives. Without question, management of game resources on the 
national forests has benefited by pooling the knowledge of all agencies 
concerned. Asa result, the wildlife program is unified and progressive. 

On the Rio Grande National Forest, Colo., the Forest Service, and 
Fish and Wildlife Service have developed a reseeding program in con- 
nection with prairie dog control. Wheatgrass and grama grass seed 
is distributed with the poison grain. Results to date indicate that 
there is some promise of revegetating the prairie dog mounds. 

The mountain goat transplant in Colorado, reported last year, was 
supplemented by six head flown in from Montana and released in the 
vicinity of the others on June 29, 1950. This was a joint Pittman- 
Robertson project between the Colorado and Montana Game De- 
partments. The goats have become established on national forest 
areas along the Gunnison-Arkansas divide, and two kids were reported 
seen prior to the second plant. 

The Colorado cooperative wildlife research unit has been helpful in 
furnishing guidance in the management of fur bearers. Projects, such 
as the ecological study of the spruce beetle-infested area, will provide 
much needed basic data. Recent expansion of the unit to include 
fisheries work will meet another long-recognized need. 

Throughout the region, forest officers have worked closely with con- 
servation organizations. Each year there is evidence of broader under- 
standing by sportsmen of the fundamentals of wildlife management. 
Their activities are bec oming more constructive as they appreciate 
that good land management is a foundation for productive game and 
fish management. 


Region 3 (Arizona and New Merico) 
A very mild winter of unusually light snowfall, followed by a spring 


of above normal temperatures and far below normal precipitation, 
caused severe drought conditions throughout the Southwest. Such 





FEDERAL WILDLIFE CONSERVATION ACTIVITIES, 1950 199 


extreme conditions naturally had ill effects on all plant life, mammals, 
and fish because of a damaged environment. Plant growth was sparse 
and, in some locations, plants did not survive the drought conditions. 
Animal life came through in better condition, although there were 
different effects on the different species. Quail had a poor hatch, yet 

on the other hand, turkey hatched out about normal. The mild 
winter weather favored such animals as deer , antelope, and elk and 
resulted in about a normal fawn crop. 

In the Southwest, evidence indicates animal life is much easier to 
propagate than is plant life. The drought damage to plant life is 
cumulative and, despite being weakened, plants are subjected to con- 
tinued livestock and wildlife use. The extended drought caused many 
streams to go dry. Fish losses were considerable. ‘There were some 
minor attempts toward salvaging fish, but the over-all job was too 
big for these efforts to be effective. 

Cooperative management on the new quail management area on the 
Tonto National Forest in Arizona got under way with the installation 
of water developments, including some patterned after the California- 
developed ‘‘Gallinacious Guzzler.” This type of water development 
includes a paved catchment apron and underground storage tank. 
A larger type has been adapted for deer use and several were installed 
on the Kaibab National Forest as part of the Forest Service-State 
cooperative program there. Introduction of turkeys north of the 
Grand Canyon, also under the Kaibab cooperative program, was made 
in an effort to establish this fine game bird in a new range. 

In New Mexico special protection was given a key area of turkey 
habitat in the Santa Fe National Forest under special cooperative 
plan with the State. 

Cooperation was continued in the planned utilization of national 
forest big-game herds in both States. Joint surveys of wildlife con- 
ditions were conducted in both States. This work was carried out on 
the Kaibab, Coconino, Sitgreaves, and Apache National Forests in 
Arizona and the Santa Fe, Carson, and Cibola National Forests in 
New Mexico. 

An outstanding example of a group review of wildlife and related 
matters was a conference held between forest officers, fish and game 
department personnel from both Arizona and New Mexico, stockmen, 
sportsmen, National Park Service officials, and other people interested 
in management of natural resources. This conference was held out of 
doors on the Kaibab National Forest where the deer herd and other 
valuable resources served as a demonstration and study area for the 
group. Many problems in resource management were viewed and 
discussed. This meeting appeared to develop better understanding 
and cooperation between the various interests represented. 


Region 4 (Utah, Nevada, southern Idaho, and western Wyoming) 


The winter of 1949-50 was near average over most of the region 
and it had no particular adverse effect on the wildlife resources. 
This was in direct contrast with conditions of the previous winter 
when abnormal snowfall and extended periods of extreme cold made 
much winter range unavailable for use and resulted in a concentra- 
tion of big-game animals on limited areas at low elevations. This 
also was the cause of excessive losses on some local areas that received 
an undue amount of publicity. Careful censuses conducted during 
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the past wivter and spring, however, have shown that the previous 
winter’s losses did not generally diminish the deer and elk herds, or 
make necessary additional restrictions on hunting. 

Critical fire conditions, particularly in Idaho, during the late 
summer of 1949 were responsible for fire closures during the extreme 
fire hazard period and directly curtailed fisherman use on a number 
of forests. The large Hells Canyon, Warm Springs, and Circle End 
fires on the Payette National Forest were responsible for burning 
approximately 30,000 acres which included much game winter range 
and reduced seriously the available forage on these areas. 

In general, winter game ranges throughout the region are stocked 
at maximum and in numerous cases continue to be overstocked and 
fully to excessively used. There are also some overused summer 
range areas but this does not constitute a general problem. Even 
with sizable annual removals of big-game animals it is becoming 
increasingly evident to careful observers and wildlife technicians that 
the general productivity of deer, elk, and antelope herds has been 
underestimated in the past and there is not only the possibility but 
an absolute necessity to increase hunter take on many areas to insure 
the maintenance of desirable sized big-game herds. Observations 
made during the year show that hunters could continue to take 
nearly the same numbers of big-game animals even after the losses 
of the previous winter and without damage to the herds. There is 
also a spread and increase of game avimals, particularly elk but also 
moose and whitetail deer to new ranges. 

The greatest recreational demand on national forest areas based on 
their wildlife resources in this region is for trout fishing. Each year 
the number of fishermen and popularity of this sport is increasing and 
the problem of fisheries management continues to become more 
critical. Not all streams or lakes are overfished but the heavy de- 
mand on accessible waters points to the need for more intensive 
management of these waters. 

Native game birds are showing signs of a general increase and this 
has been responsible for the recent inauguration of short seasons on 
the native grouse in several of the States where they have been pro- 
tected for many years. It is becoming apparent that it is possible to 
have limited hunts with carefully restricted take for these species 
without detriment to the breeding population. 

During the year action was taken to adjust livestock use on im- 
portant dig game ranges on several forests. An example of such a 
project was the closure of 1,500 acres of key winter range on the 
Sawtooth National Forest to domestic livestock use. The Idaho and 
Utah Fish and Game Departments have also purchased lands within 
the national forest boundaries and retired these areas from livestock 
use or lessened such use on surrounding areas. 

In the fall of 1949 a winter game range revegetation program was 
begun on the South Fork of the Payette River drainage of the Boise 
National Forest. This work included drilling 300 acres in the more 
gentle sloping portions to crested wheatgrass and bitterbrush (Purshia 
tridentata). On the steeper slopes some 460 acres were seeded to 
bitterbrush by hand crews using corn planters. This was a cooperative 
endeavor between the Forest Service and the Idaho Department of 
Fish and Game under their Pittman-Robertson program. A number 
of national forests including the Salmon in Idaho, Teton in Wyoming, 
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and several in Utah, have continued the planting of Artemisia abro- 
tanum on browse-deficient winter ranges. 

In an effort to provide for better hunter distribution and the 
increased removals of deer from problem areas, low standard roads or 
truck trails have been constructed or maintained on a number of 
Utah and Nevada National Forests. This included 19 miles of new 
roads on the Nevada National Forest and 46 miles on four Utah 
forests. Improvement work was done on 97 miles of road previously 
constructed under this program in Utah. 

On the Payette National Forest in Idaho, trails in the back country 
were cleared of fallen bug- and fire-killed trees for the purpose of making 
accessible extensive heavily stocked elk areas to hunters. The fallen 
timber had closed the trails to such an extent they could not be 
traveled by horses or pack stock. 

Studies of numbers, trends, migrations, hunting removals and range 
use by big game animals have been continued during the year. Such 
investigations have been conducted on all 20 forests in the region. 
The major part of these are conducted by the local forest offic ers, 
the ranger or supervisor’s office staff men, in cooperation with the 
State fish and game department personnel. 

On the Fishlake National Forest in Utah, for example, a total of 
237 man-days were spent in the field on deer census work and 43% 
field-days on elk census as a cooperative undertaking with the Utah 
Fish and Game Department and members of other interested 
organizations. 

One man assigned to the regional office has spent full time on investi- 
gations involving deer and elk on four of the Utah forests during the 
year. He has assisted local forest officers in establishment and 
measurements of study plots and forage utilization transects to 
determine range use by big game animals, conducting of censuses and 
trend counts, and cooperating with State personnel in formulating of 
hunting programs on national forest lands. This same type of work 
and assistance is needed almost region-wide but is not available 
under present financing of the wildlife activity. 

During the year an extensive survey has been conducted of range 
condition and trends of the winter game range area on the Teton 
National Forest in Wyoming. This area has a recognized winter- 
range problem resulting from heavy elk use by the Jackson Hole elk 
herd and this survey provided our first accurate data on winter range 
acreages involved and detailed forage conditions on these areas. The 
Teton Forest also cooperated with the State of Wyoming in construct- 
ing an elk tagging corral on the Gros Ventre winter range for the pur- 
pose of determining the drift or migrations of elk from this critic ally 
used winter range. They also established a 100-acre experimental 
reseeding area on winter game range. 

Study enclosures on big game ranges have been constructed as 
cooperative projects with the State fish and game departments on the 
Salmon National Forest in Idaho, the Bridger in Wyoming, and 
Wasatch, Uinta, and Dixie in Utah. 

A study of hunting removals from deer problem areas was conducted 
on the Nevada National Forest in cooperation with the State of 
Nevada and the United States Fish and Wildlife Service. 

In Utah the Intermountain Forest and Range Experiment Station, 
in cooperation with the Utah Fish and Game Department, Utah State 
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Agricultural College, the United States Fish and Wildlife Service, 
has continued their big game-livestock-range relationships study on 
national forest lands. They are obtaining much needed information 
on the degree of range competition between big game and livestock 
and the actual productivity (in terms of deer taken by hunters) of the 
herds of deer they are studying. Their findings have proved to be of 
benefit to our administrative programs, and activities of these workers 
are materially aiding in informing the public of needs and desirable 
wildlife management programs. 

The Idaho Wildlife Research Unit of the University of Idaho has 
assigned two graduate students to a field study of mountain goats 
and bighorn sheep in central Idaho. Their major study area during 
the year has been on the Salmon National Forest where they have 
found that mountain goats are about maintaining their numbers, 
while bighorn sheep are slowly increasing. Their findings should aid 
materially in a better understanding of these very important big- 
game species. The Salmon National Forest has cooperated with this 
project in providing certain facilities, including living quarters, and 
assistance. 

A major wildlife activity of the region was the active cooperation 
with the game administrators of four States in the planning of big- 
game-hunting programs involving national forest lands. This in- 
cluded preparation of recommendations on seasons and boundaries 
for general deer and elk hunts, and detailed planning for removals, 
under limited permit system, for hunting of five big-game species on 
106 special areas that consisted entirely of or included national forest 
lands. 

The general procedure of preparing plans for big-game hunts dif- 
fered slightly in the individual States, but the general approach was 
the same. ‘This consisted of the local representatives of the game and 
land management agencies, generally called interagency committees, 
holding meetings in which the results of their cooperative winter counts 
and censuses, game range studies and surveys of range condition, and 
operation and results of past hunting programs, were reviewed. 
They then formulated what they considered to be the desirable hunt- 
ing programs for the current season. The objective of the proposed 
special hunts or hunting seasons is to insure the harvest by sportsmen 
of the available surplus animals and maintain a breeding herd that is 
in balance with available forage supply. 

The joint recommendations prepared at these meetings are sub- 
mitted to the representatives or groups of other individuals interested 
in hunting programs for their review. Following this, these tenta- 
tive recommendations are submitted to the appropriate State ad- 
ministrative body, such as the fish and game commission in Idaho, 
Nevada, and Wyoming, or the board of big game control in Utah, 
for action. In general, these recommendations, which are based on 
factual information of field conditions as determined by the State 
and Federal game and range technicians through their cooperative 
investigative programs, form the basis for the State’s big-game 
hunting program. 

Progress has been made in the cooperative formulation and opera- 
tion of improved fisheries programs involving national forest streams 
and lakes on a number of forests, particularly in Idaho. The in- 
creased interest in fishing as a recreational activity, as evidenced by 
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more and more fishermen and greater fishing, points to Forest Service 
responsibility to see that these waters are maintained at their highest 
productivity. 

The cooperative furbearer management plan of the Teton National 
Forest, which involves assignment of trapping districts and deter- 
mination of desirable trapping programs through cooperative action 
of Wyoming Fish and Game Reaneiaeis and Forest Service, has 
continued. Improved and more realistic management of beaver is 
being developed on various forests. Emphasis is now being shifted 
from transplanting and protective programs to trapping and harvest 
programs, with the recognition that many areas are now fully stocked 
and additional animals will only result in damage to their food supply. 
Region 5 (California) 

There has been little change generally in wildlife numbers in the 
region. The only major changes have been in the Monanche area 
on the Inyo National Forest and along the east boundary of the 
Plumas National Forest where a heavy loss of young deer resulted 
from malnutrition on the badly depleted range. Although a marked 
reduction has been noted in the Monanche herd, its winter range is 
still a problem. Drought in southern and southeastern California 
resulted in low water flows and poor fishing conditions. 

The year was marked with a continued increase in sportsmen 
numbers. ‘Trout fishing effort has increased nearly threefold in 15 
years. The total catch of trout has increased about 50 percent due 
to the fishermen going farther afield. The average catch per angler 
has dropped about 50 percent and in many areas may average only 
two or three per day even though there are heavy plantings of catch- 
able-size fish. Hunting effort has increased about 2% times in the 
period and the take of deer has doubled. 

Fish planting in the back-country lakes by air is being practiced. 
This year the California Fish and Game Department, with their own 
plane, planted about 1% million trout in 415 back-country lakes at a 
cost of less than $1.50 per can containing on an average about 700 
fingerlings. 

Beaver have been planted rather widely over the national forests 
starting with four plants by the Forest Service about 20 years ago; 
two of which were in cooperation with the California Division of 
Fish and Game. Second plants have been made from these and 
much of the suitable habitat on the range is now occupied. About 
100 more animals will be moved this year, dropping them by air in 
bags that release them automatically upon reaching the ground. 

More adequate protection for the rare California condor, which was 
threatened by a greatly accelerated interest in oil leasing, has resulted 
from the signing of an order by the Secretary of the Interior with- 
drawing the most important winter concentration and nesting area 
on Los Padres National Forest from mineral entry and oil leasing. 
Recommendation of the order was made by the Forest Service working 
in close cooperation with the Audubon Society and the Fish and 
Wildlife Service, and other parties. 

During the year the region has cooperated with the State department 
of water resources in the preparation of a revised State water plan. 
This has involved a tentative determination of all needs for water by 
drainages within the national forests including recreation and minimum 
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flows for fish life. This involved informal cooperation and advice from 
the fisheries’ biologist of the California Division of Fish and Game and 
will result in placing on record national forest needs for the allocation 
of water in future developments. 

The region worked in close cooperation with the bureau of fish con- 
servation, division of fish and game, and the Fish and Wildlife Service 
in coordinating recommendations concerning the water needs for fish 
life which were made to the Federal Power Commission in connection 
with applications for licenses, and under other types of applications. 
During the year conclusions were reached and recommendations made 
on major cases on the Feather, Tuolumne, Stanislaus, and Kings 
Rivers. These have resulted in stipulations and important quantities 
of a to be released in those cases where the licenses have been 
issued. 

Cooperation has continued with the University of California in their 
big-game management study. This involved certain facilitating serv- 
ices on the the study unit on the Stanislaus National Forest and service 
on the advisory board for the project. The study has resulted in the 
development of a big-game management policy for the State which has 
been accepted by the division of fish and game and with some revision 
adopted by the fish and game commission. 

The Forest Service has cooperated with the Fish and Wildlife 
Service and the California Division of Fish and Game in the develop- 
ment and application of predatory animal control policies. There 
have been excellent results due to such cooperation in the Inyo 
a Forest area and cooperative effort has been initiated else- 
where. 

It appears that as a result of 5 years of cooperative study effort, 
management will be applied to the interstate deer herd this fall. 
Management was formally organized by the States of Oregon and 
California with the two national forest regions perticipating and a 
management plan was adopted on October 20, 1947. ‘This plan has 
been approved by the participating agencies and game commissions 
and provides for the removal of livestock or deer, when the study 
show the animals have consumed during their grazing period more 
than their allotted share of the forage. The plan provides that 
action will be taken on the basis of an average of 3 years’ records. 

Another interstate problem involves Rocky Mountain mule deer 
on the eastern portion of the Plumas and the northeastern portion 
of the Tahoe National Forests. They migrate eastward in the fall 
and winter in an area that extends from the eastern slopes of the 
Sierra on eastward across Highway 395 to the mountains and valleys 
beyond. The north end of the winter range extends from 10 miles 
north of Doyle southward to within 20 miles of Reno. It has a 
total area of 250,000 acres of which 100,000 is intensively used and 
constitutes a problem. There is involved national forest land in 
California, grazing district land in California and Nevada, and a 
considerable area of private land. Some of it, but not all of the 
area, is too heavily used by livestock and 100,000 acres are too heavily 
used by deer. Bitterbrush, a key species for both livestock and deer, 
is severely grazed and far too much of it is dying or dead. An inter- 
state deer herd committee has been formed, represented by the 
Nevada Game Commission, California Division of Fish and Game, 
the Bureau of Land Management, and the Toiyabe and Plumas 
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National Forests. As a result of a field study during the past year, 
the committee recently recommended the deer herd be reduced by 
4,200 animals. 

During the year it was determined a marked reduction in deer 
numbers was needed in the Mineral King National Game Refuge. 
The refuge was established in 1926 to protect the deer of Sequoia 
National Park. This latter area surrounds the refuge on three sides 
and at that time it was feared that if the area was opened to hunting, 
the park would be drained of deer. A cooperative agreement was 
drawn up with the California Fish and Game Commission and pro- 
vided for the removal of 800 animals under rules and regulations 
promulgated by the commission. 

Cooperative studies have been inaugurated on the problem game 
ranges on the Inyo National Forest, and a cooperative survey has 
been made on one called the Buttermilk Unit which lies inside and 
outside the forest on the eastern side of Round Valley. Excessive use 
of the area, generally by deer, is indicated. During the coming year 
these surveys will be extended to other problem areas on the forest. 
Region 6 (Oregon and Washington) 

The region has had two consecutive severe winters. The winter 
1949-50 was not quite as bad as the previous one, but severe enough 
to have a telling effect on deer. The blacktails on the west side had 
the worst of it, but in some places on the east side the mule deer also 
suffered heavy losses. ‘This was particularly true on ranges deficient 
in browse or in an unsatisfactory condition. Such areas as the south 
side of the Snow Mountain district on the Ochoco National Forest, 
the Keating area on the Whitman National Forest, the Izee and 
Murderers Creek Winter areas, and the north side of the John Day 
Valley on the Malheur National Forest were examples where heavy 
losses occurred. ‘The two severe winters have not had much effect 
on the reduction of the elk herds. Some loss took place in the Yakima 
herd and in a place or two on the west side during the past winter. 

The elk in the region generally are still on the increase. Blacktail 
deer on the west side are on the down-trend in numbers on most 
national forests. Mule deer on the Fremont and Deschutes National 
Forests are still increasing, but for some areas in the Blue Mountain 

roup of forests the deer are on the down-trend while other areas are 
Caine their own. The trend on the east side Washington forests 
is questionable. The Mission Creek winter range on the Wenatchee 
National Forest received heavy use again this year. Doe seasons in 
Washington last year were effective in getting a good harvest of deer 
in a number of areas. It is too soon to know what effect these kills 
will have on the general trend in deer numbers. 

Oregon is having a hunter’s-choice season on deer for 2 days follow- 
ing the regular hunting season. Oregon is also having a special doe 
hunt on the interstate deer herd area on the Fremont National Forest 
and has issued 1,500 tags. California plans to take a similar number 
of does from this herd this fall and has issued 1,800 tags. California 
and Oregon are basing their hunts on the recommendations of the 
interstate deer herd committee. 

Oregon has about the same area open to elk of either sex as was open 
last year. The ‘‘bull only” area is also about the same. A special 


ov 


season in the Starkey area on the Whitman National Forest for 250 
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antlerless elk under permit will also be held. Sheep have been re- 
moved from a number of allotments in the Starkey area, but the 
browse generally is still receiving too much use. 


Region 7 (Maine, New Hampshire, Vermont, Pennsylvania, West 
Virginia, Virginia, and Kentucky) 

The past year has been relatively favorable for all types of wildlife 
in the eastern region. A mild winter followed by a spring of better- 
than-average precipitation kept forage production at a high level. 
There is increasing evidence that the years of fire protection and syste- 
matic timber management afforded eastern national forest areas since 
they were brought ‘under public ownership, are beginning to pay off 
in terms of improved wildlife habitat. 

Much progress has been made during the past year under planned 
programs for wildlife habitat development and management. Under 
the various cooperative programs a year-long force of more than 50 
wildlife workers are on the national forests in region 7. This force 
is augmented through part-time employment of laborers to make 
possible an extensive wildlife-improvement program embracing all 
phases of game food and cover development. Trees and shrubs of 
value for wildlife food and cover have been planted, openings have 
been created in dense forest stands to provide more favorable environ- 
ment for ruffed grouse and wild turkey, food plots have been estab- 
lished and planted to grasses, clover and cereal crops and trees and 
shrubs of high value for game food and shelter have been stimulated 
by removal of competing growth. In addition, numerous timber 
sales have been made in areas where the thinning of forest stands will 
encourage reproduction and sprout growth to supplement forage for 
deer and other wildlife. 

Under cooperative programs with the various State game commis- 
sions many opportunities are being developed for coordinated timber 
and wildlife management. This work affords some interesting and 
profitable studies in multiple-purpose management. For example, 
roosting and escape cover, which is lacking in many large hardwood- 
forest stands in the eastern region, is being improved “for game by 
releasing white pine, hemlock, and other conifers that are present in 
the understory or by planting groups of conifers where none are 
present. While the wildlife manager is primarily concerned with pro- 
viding additional cover, this operation has a silvicultural value in that 
it will accelerate the dev elopment of valuable softwood species, such 
as white pine, and eventually provide seed trees which may be of far- 
reaching importance in shaping the future forest. 

In the improvement of forest habitat for the wild turkey, one of the 
recognized techniques has been development of “spring seep’’ areas. 
Small springs commonly found in forest areas are “developed” by 
placing a log across the outlet channel to provide a small pool and 
marsh area. The warm spring water does not freeze readily, and the 
swampy margin often provides succulent green food for the birds. 
Usually, snow leaves these areas quickly, thus providing the birds 
with access to bare ground where seeds, nuts, and other foods may be 
found. The same water development which provides a ‘spring seep”’ 
in turkey management often creates a small reservoir which serves as 
a fire pump set for use in forest-fire emergencies. 

In reforesting old burned areas and other large openings, it has 
become the practice to leave a margin between the plantation and 
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surrounding forest cover for development as wildlife habitat. In the 
case of large plantations, occasional strips approximately 1 chain in 
width are left by skipping a few rows through planted areas. These 
margins and strips are ordinarily plowed or disked to provide a seed- 
bed for orchard grass, ladino clover, fescue, or other green cover. In 
addition to providing food for consumption by wildlife, these strips 
serve as firebreaks to protect plantations, further emphasizing the 
opportunities for coordination between wildlife and forestry. 

In the development of forest clearings and additional forest edge 
for game-food production, openings are often made in strips approxi- 
mately 100 feet wide, sometimes reaching several thousand feet in 
length. This is another type of development which can serve admira- 
bly as a firebreak while achieving its primary function of furnishing 
game food. As cooperative programs expand into new areas and new 
men are assigned to wildlife work, additional opportunities are found 
for coordinated management. This has been a potent force in fur- 
thering the program of cooperative wildlife management. 

Some investigative work has been conducted under the direction 
of the Virginia Cooperative Wildlife Research Unit utilizing graduate 
students. These units are ideally constituted to carry on research 
due to the fact that they operate under close cooperation with State 
game commissions and the United States Fish and Wildlife Service, 
thus bringing these agencies into active collaboration on the ground. 
Progress reports on two projects conducted on the Jefferson National 
Forest by graduate students from Virginia Polytechnic Institute indi- 
cate the effectiveness of the habitat improvement practices in present 
use. 

Active cooperation with State game and fish departments is the key- 
stone of the wildlife development and manageme at program in region 
7. This cooperative action has expanded to new areas during the 
past year, and existing programs have been materially stre ngthene d 
by placing in key Forest Service administrative positions men who 
have a background of training and experience in cooperative wildlife 
work. Technicians assigned “by the various States to work with 
forest officers have become valuable and much respected collaborators. 
A discussion of programs by forests follows: 

Allegheny National Forest—A cooperative agreement between the 
Forest Service and the Pennsylvania Game Commission, signed in 
August 1949, launched a substantial program of coordinated forest- 
wildlife management on this important hunting and fishing area. 
At the present time two crews are at work on the forest doing wildlife 
food and cover improvement under the joint supervision of Forest 
Service and game-commission officers. Periodic work plans are jointly 
developed by the district ranger and a game-commission wildlife 
technician to cover activity by food and cover crews and joint inspec- 
tions are made to insure adherence to job plans. 

Cumberland National Forest.—Wildlife work on the Cumberland 
National Forest continues to center on the Beaver Creek wildlife- 
management area. Prior to its establishment, the Beaver Creek area 
was virtually a wildlife desert, but a recent inspection shows a moderate 
population of deer with both wild turkey and grouse making a strong 
come-back. The combination of habitat improvement and law en- 
forcement resulting from the cooperative program is believed to be 
almost entirely responsible for this success. ‘The Cumberland Forest 





208 FEDERAL WILDLIFE CONSERVATION ACTIVITIES, 1950 


ua potentindy a highly productive unit for wildlife and it can be made to 
in an important niche in providing outdoor recreation for Ken- 
tuckians. 

Green Mountain National Forest—Work in behalf of wildlife on the 
Green Mountain National Forest has consisted primarily of alterations 
to timber-harvesting procedures for the benefit of game-food produc- 
tion and stream-bank protection, because paseo forest ownership 
had not reached into the best big-game territory within the purchase- 
unit boundary. Recent acquisitions in the southern portion of the 
forest greatly increased the available deer range on national-forest 
land, and it is hoped that some form of systematic habitat develop- 
ment in cooperation with the State game division can be undertaken 
in the near future. 

George Washington National Forest——Populations of deer, bear, 

ruffed grouse, and raccoon on the George Washington National Forest 

have reached new highs. It is conservatively estimated that 500 
turkeys were killed on this forest last fall. New turkey flocks are 
appearing in many national-forest areas where none have been in 
evidence for the past 2 or 3 years. 

The ruffed-grouse population is at a record high for the current 
cycle. Also, the number of young successfully reared this season 
appears to be far above normal. Weather has been a factor, but 
habitat improvement under the cooperative program has played a 
big part. Inspections of habitat-improvement work reveal the fact 
that areas of treated habitat contain a significantly higher grouse 
population than the surrounding forest. 

Deer populations have continued to increase. Legal kill on the 
forest for 1950 (1,401 animals) is almost three times what it was in 
1946 (511 animals). Under the tagging requirement applied to 
national-forest counties, accurate records of deer kill are kept. 

Annual take of black bear has shown a steady increase over the 
past 5 years, as shown by the following figures: 


Number Number 
ee re ee a he i ee oS 115 


This record of constant increase adjacent to large centers of popu- 
lation in the eastern region of the United States 1s regarded as very 
significant. 

Fishing on streams of the George Washington has been about 
average during the past year. The severe flood of June 18 and 19, 
1949, had a disastrous effect on aquatic habitat in the lower waters of 
the affected streams. Huge amounts of rubble and silt were dislodged 
and stream channels choked. 

During the past year a portion of the North River Game Refuge was 
opened to bow-and-arrow hunting. This archery area has attracted 
quite a lot of use, and it is expected that it will prove an interesting 
feature in the wildlife- -management program of the forest. In addi- 
tion, the Dolly Anne Closed Wildlife Area was created by agreement 
with the commission of game and inland fisheries in collaboration with 
sportsmen of Alleghany County. This area has been stocked with 
deer and offers a demonstration m cooperative wildlife management 
that has created a great deal of interest among local sportsmen. 
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The area will be developed through habitat work financed under a 
Pittman-Robertson project. 

Jefferson National Forest.—The Jefferson National Forest conducts 
an active program under the cooperative agreement with the Virginia 
Commission of Game and Inland Fisheries. There are 11 management 
areas on the forest, each of which is under the direct supervision of a 
game manager. 

The Jefferson still has some areas of understocked deer range, and 
17 live-trapped deer were released in the Dismal Creek area during the 
past year. ‘Twelve deer traps have been placed on national-forest areas 
having a high deer population, and it is hoped that a reasonable number 
of animals can be captured for transplanting to other units. 

Populations of most native game birds and animals showed a 
marked increase during the past year. Ruffed-grouse populations are 
noticeably higher throughout the forest. The deer herd continues to 
increase, and the native turkey population is larger than at any time 
since 1938. 

During the year a start was made in releasing white-pine reproduc- 
tion from competing undesirable overstory. Sites for such work are 
located adjacent to forest openings and limited to 2 acres or less. 
Release work of this type is desirable for both wildlife- and timber- 
management purposes. Where natural white pine or other desirable 
cover is absent, clearings have been made and later planted to conifers. 
Old woods roads are being seeded to ladino clover and fescue. High 
importance is attached to these old roads and trails as a means for 
preserving forest edge for grouse and deer and as seed beds for desirable 
knee-high cover and food in the form of permanent grasses and clover. 
This seeding provides a protective cover for the soil and thereby serves 
as a desirable erosion-control practice on old roadways. 

Where the opportunity exists, stumpage on selected clearings is 
sold for fuel wood by commercial sales. In this case, the purchaser 
clear-cuts the stumpage on the area. This is usually followed by a 
clean-up and seeding job by the game manager and his labor crew to 
render the area of maximum value for wildlife. 

In sale area betterment work, following timber sales, high priority 
is being given to release of white-pine reproduction. Silvicultural 
measures are also being taken in some stands to bring through white- 
pine reproduction overtopped by a less desirable stand of oak. 

A training school for game managers, rangers, and subranger person- 
nel was held at Wytheville as part of the year’s wildlife work. Dis- 
trict game technicians took a major role in conducting the program, 
which was aimed at practical instruction in day-to-day job routines. 

Monongahela National Forest—On the Monongahela National Forest 
the cooperative wildlife program with the West Virginia Conserva- 
tion Commission has continued to produce excellent results during 
the past year. This program differs from the one in Virginia in that 
no special charge is made for national-forest hunting and fishing at 
present, the commission providing funds from State license revenue. 
However, accomplishments made during the past few years have 
been such that there is much interest in an expanded program. 
Casting about for a method to finance additional work, West Virginia 
now proposes to set up a stamp program based on collecting $1 for a 
special permit to hunt or fish on national-forest land. The matter 
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was brought formally to the attention of the commission by one of 
its members at a recent meeting, and the commission unanimously 
went on record as favoring such a program. This matter will receive 
attention in the next legislative session. 

The Monongahela National Forest now has 11 wildlife-management 
units with a resident manager in charge of each. Each manager is 
empowered to employ local labor for carrying out habitat-maintenance 
and development work. Special emphasis has been placed on 
follow-up work on timber-sale areas. Log landings, skidways, and 
logging-camp sites have been converted to permanent wildlife-habitat 
improvements. Outside the management units, strip-mined areas, 
old fields, and burns have been planted to conifers with openings left 
for game throughout the planted areas. 

The special beaver-trapping program on the Monongahela continues 
to function well. Under this program, each beaver trapper is assigned 
to a specified area. Out of 176 permits issued to trap beaver in 
January 1950, the total number of animals trapped from national- 
forest waters was 436. Beaver trappers made a small contribution to 
a special fund which is used for work in beaver-habitat maintenance. 

White Mountain National Forest—The White Mountain National 
Forest has made its major contribution to wildlife work through 
commercial timber sales on which marking instructions were designed 
for improvement of wildlife habitat. A total of 4,600 acres were thus 
treated in the New Hampshire portion of the forest and 272 acres in 
the Maine portion. In addition, 150 salt licks were established for 
deer. 

In cooperation with the New Hampshire Fish and Game Depart- 
ment, a study is being made to determine means for improving habitat 
for deer, and findings under this study have been incorporated in 
timber-management practices from time to time. 


Region 8 (Alabama, Arkansas, Georgia, Louisiana, Mississippi, North 
Carolina, South Carolina, Florida, Texas, Oklahoma, and Ten- 
nessee) 

Managed hunting and fishing on the Forest Service-State coopera- 
tive-management areas in Florida, Georgia, Tennessee, Alabama, and 
North Carolina continued to be popular. Both hunters and fisher- 
men enjoyed reasonable success in taking a variety of game and fish. 
Special hunts for both large and small game included deer, black bear, 
wild boar, squirrels, turkey, quail, opossum, and raccoon. Fish 
species sought after included several species of trout as well as warm- 
water fish, such as bass and sunfish. 

Wildlife restoration and protection programs are under way on the 
national forests in all Southeastern States. As desired wildlife popu- 
lations are realized, there will be further opportunities for managed 
utilization on a cooperative basis on additional national-forest areas. 

Though intensive cooperative management continued to stress 
proper utilization of wildlife crops, additional emphasis has been 
placed on wildlife habitat-improvement programs. Food and cover 
plantings for small game were made in varying degrees in the national 
forests of Mississippi, Georgia, Alabama, South Carolina, North 
Carolina, and Texas. 

Limited areas of habitat for both big and small game were improved 
where prescribed burning for fire-hazard reduction and forest-disease 
control was practiced in the flat pinelands of the national forests in 
the Coastal Plains area. On the burned areas the dense “rough” is 
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reduced and the growth of various legumes valuable to wildlife for 
food is stimulated. The unburned areas adjacent to the burned 
areas provide cover for wildlife. Turkey, quail, and other species of 
game benefited from the improved habitat condition. 

m= Payne Lake on the Talladega National Forest in Alabama and 
Crooked Lake on the Ocala National Forest in Florida were fertilized 
in connection with fish-management work. Payne Lake was fertilized 
in cooperation with the Alabama Department of Conservation, and 
the Crooked Lake project involved cooperation with the Soil Conser- 
vation Service and Extension Service of the United States Depart- 
ment of Agriculture. 

During the late summer and fall of 1949, some white-tailed deer in 
the national forests of Alabama, Tennessee, and North Carolina died 
from an unidentified disease. 'The disease was not limited to national- 
forest areas but was reported in some localities from Maryland to 
Mississippi. The cause of this mortality is being studied by the 
interested fish and game departments as well as the State universities. 
No further deaths were observed during the spring and early summer 
of 1950. 

A minor screw-worm epidemic on the Ocala National Forest in 
Florida showed a definite decline. Only 1 deer out of 290 taken by 
hunters showed evidence of infestation. Previous infestations had 
been as high as 17 percent of the animals killed. 

Except where losses from disease were sev ere, deer are increasing in 
the region. On one area on the Chattahoochee National Forest in 
Georgia an antlerless deer season was set by the State to harvest the 
increasing populations which had given considerable evidence of 
growing beyond the carrying capacity of the range. Similar situations 
are beginning to develop in other areas in the region. 

Tokers are reported increasing in several places, notably in Ten- 
nessee, Alabama, and Florida national forests. The Ocoee wildlife 
management area on the Cherokee National Forest in Tennessee will 
have its first turkey hunt in many years during the spring of 1951. 
Turkey restoration work is being done on the Ouachita National 
Forest i in Oklahoma, the De Soto National Forest in Mississippi, and 
in the Texas national forests. 

The Forest Service-State cooperative management areas in North 
Carolina, Tennessee, and Georgia continue to provide some of the 
finest trout fishing in the eastern United States. On these areas the 
States charge a $1 daily fishing fee and fishing is limited to certain 
days each week (usually four or five). The money received is shared 
with the Forest Service and is used to restock the streams with legal- 
sized trout on a continuing basis throughout the open fishing season, 
Last year’s records for the Nantahala National Forest in North 
Carolina are typical of the quality of fishing provided. Here a total of 
4,128 man-days of fishing yielded 22,676 legal-sized trout. This is an 
average daily catch of about 5.5 fish per fisherman, which is considered 
to be excellent when compared to the available creel census data from 
other trout waters. 

The investigative program included cooperative studies with North 
Carolina Wildlife Resources Commission to determine methods of 
improving deer range through modified timber-management practices 

on the Pisgah National Forest. Here also a deer range restoration 
study is being carried out to determine the long-time effects of deer 
overpopulation on the habitat and to learn, if “possible, methods of 
building up depleted browse following control of the overpopulation; 
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Deer-range surveys are also being carried out on the Talladega 
National Forest in Alabama, the De Soto National Forest in Missis- 
sippi, and the Chattahoochee National Forest in Georgia. 


Region 9 (Illinois, Indiana, Iowa, Michigan, Minnesota, Missouri, 
Ohio, and Wisconsin) 

Rainfall has been above normal and has completely restored lake 
and stream levels from the low points experienced during the past 
several years. Rain gages on the Chippewa National Forest in 
Minnesota this summer showed the highest readings in more than 
60 years and the Superior National Forest had the worst flood condi- 
tions and highest lake-water levels in the memory of old-time residents. 

Snowfall was generally deficient until the latter part of January, 
permitting free movement of deer. However, heavy snows and cold 
weather persisted into the spring period and what started out to be an 
easy deer winter turned out to be one of the worst in several years. 
Except for the Lower Michigan National Forest, the snow did not 
disappear nor new growth start until about the middle of May. 
Winter losses were quite general and limited field observations in- 
dicate they may have been heavy in a number of overbrowsed areas 
in Wisconsin and on the Superior National Forest in Minnesota. 
The late spring and cold weather in June were thought to have re- 
duced the fawn crop on the Superior. 

A severe windstorm on October 10, 1949, did much damage to timber 
stands on the Wisconsin National Forests, the Ottawa National Forest 
in Michigan, and to a lesser extent on the Superior and Chippewa 
National Forests in Minnesota. This provided a browse supply for 
deer during the winter and the timber sales which were made to 
salvage this blow-down made additional tops available. The storm 
created numerous widely scattered openings in the forest which will 
be beneficial for wildlife. 

The summer of 1950 has been cooler than average with abundant 
rains. The delayed spring prevented frost damage to blossoms 
and with adequate rain there has been an excellent crop of berries. 
The favorable weather conditions have resulted in the best fire- 
control record in the region’s history. 

The forests in the southern part of the region have also had above 
average precipitation and consequently luxuriant growth of vegeta- 
tion. In some cases this has hastened the plant succession to the 
extent that formerly burned areas have passed the stage where they 
are ideal for wildlife. Generally speaking, however, habitat condi- 
tions on the southern forests of the region are steadily improving. 

Most wildlife species were at high levels during the past year and 
provided above average hunting and fishing for the increasing numbers 
of sportsmen. This was especially true of the cyclic species such as 
ruffed and sharptail grouse, snowshoe hares, cottontail rabbits, and 
bobwhite quail. Prospects for these species are good and the con- 
census of the field men indicates further increases over last year. 

Beaver showed a definite increase in spite of liberal trapping seasons 
in the Lake States. Although the number taken by trappers was 
generally high, the low price of fur and adverse conditions during the 
spring trapping season reduced the anticipated harvests. 

A cougar (eastern panther) was seen by Ranger Fuller on the Two 
Harbors ranger district of the Superior National Forest. This report 
confirms sight records made by a number of individuals in this general 
area during the past 10 years. 
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Black bears were reported in and near the vicinity of the Illinois 
and Missouri forests by local people, and a cub bear was killed by a 
Missouri farmer. Bear have been absent from these States for many 
years. If the reports prove to be authentic records of wild bear, it is 
probable that they are entering these States from Arkansas or Ken- 
tucky and their appearance might be expected with improved cover 
conditions. 

Deer continued to make moderate gains in numbers in the southern 
forests of the region. It is obvious, however, that until illegal hunting 
and harassment by dogs can be controlled these herds will be kept 
from making a desirable increment. Further increases are reported 
by Michigan forests, with no changes over last year in Wisconsin, 
and further decreases reported in Minnesota. 

Although funds were extremely limited for specific habitat improve- 
ment work, much was done to maintain and develop better habitat 
conditions through coordination of other Forest Service land manage- 
ment activities. 

Timber sales continue at a high level and will probably increase as 
second growth stands develop. These cuttings tend to maintain a 
mixture of types and age classes, and prevent the development of 
dense forests of mature trees which are generally lacking in game foods. 

Coniferous forest plantations often provide needed game cover to 
an area but if the plantations are too large and unbroken, the habitat 
may become lacking in food. Much progress has been made in cor- 
relating the planting program to better meet wildlife requirement. 
Approximately 27,000 acres of larger openings have been reserved on 
the Wisconsin and Michigan forests for sharptail grouse management. 
Only a limited amount of planting will be done on these areas and 
only when these plantings will not harm or will actually improve 
sharptail range. All plantations are planned with the effect on wildlife 
in mind. It is the standard policy to break them up as much as 
possible by providing a pattern of access roads and wildlife reserva- 
tions which leave 5 to 20 percent of the area unplanted. 

On the Chomenbonnen and Nicolet National Forests in Wisconsin, 
20,700 game food shrubs were provided by the Wisconsin Conservation 
Department and planted by the Forest Service. Generally these were 
used in the areas reserved for wildlife within plantations, although 
others were used to increase the food supply on the sharptail grouse 
areas where no forest planting is being done. Survival will depend on 
the extent that deer populations are kept with the carrying capacity 
of their forage supply. 

The numerous temporary logging roads and log landings which are 
developed each year in connection with timber sale operations provide 
an opportunity to seed white clover on a mineral seed bed. Areas 
which have been heavily disked for tree planting also make satisfactory 
conditions for seeding. A considerable supply of white clover was 
furnished by the Wisconsin Conservation Department and the Minne- 
sota Conservation Department to the Forest Service for planting. 
Clover is primarily valuable for ruffed grouse and should improve the 
hunting for this species along many tailea of wood trails. 

The Clark National Forest in Missouri fertilized, limed, and seeded 
45 acres of old fields and constructed two stock watering ponds as a 
range management project. ‘These developments will be of definite 
benefit for wildlife. 

The Mark Twain National Forest maintained the 1 mile of multi- 
flora rose fence established around old fields last year. An attempt 
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was also made to control the weed growth in Noblett Lake where it is 
interfering with bathing, boating, and fishing. Orthodichlorbenzine 
was used on selected areas and gave good control of all species except 
the large-leaved pondweed. 

The Chequamegon National Forest attempted disking of blue- 
berries and scrubby aspen as a substitute for fire in stimulating blue- 
berry production and retarding forest development on one sharptail 
grouse area. The Chequamegon National Forest constructed five 
10 by 20 feet deer exclosures with one-half of each also hare proof. 
One on each ranger district samples a different forest type. The 
Cochran Lake and Elk River exclosure fences were maintained. 
These exclosures are designed primarily as visual demonstrations of 
the effect of browsing on vegetation. 

The deer, livestock, and cover manipulation studies on the four 
fenced experimental plots on the Clark and Mark Twain National 
Forests were reactivated. The Forest Service, the Missouri Con- 
servation Commission, the Fish and Wildlife Service representative at 
University Cooperative Wildlife Unit and the Ozark branch of the 
Central States Forest Experiment Station have participated in plan- 
ning the study and will cooperate in the various treatments. Pro- 
vision has been made for periodic measurements of cover changes under 
différent pressures of use. 

The Indiana Conservation Department is initiating a deer study in 
cooperation with the Forest Service which includes a browse survey and 
establishment of deer exclosures. The initiation of these studies 
before deer have become abundant enough to have any appreciable 
effect on the forests should be of great value in future deer manage- 
ment. 

The Ottawa National Forest and the Michigan Conservation De- 
partment initiated cooperative studies to determine the effect the deer 
herd was having on forest reproduction on that forest, as well as the 
adequacy of the deer food supply and the effect browsing is having on 
it. The studies will include a general survey and also the establish- 
ment of permanent plots on sample areas for annual study. The field 
work on a general survey was completed in the northern hardwood type 
on the Iron River and Watersmeet ranger districts in the spring of 
1950. 

The Northern Lakes Research Center, the Wisconsin Conservation 
Department, the Fish and Wildlife Service, and the Nicolet National 
Forest continued studies on porcupine populations, damage, and con- 
trol methods. The conservation department is undertaking a tagging 
study to determine seasonal and migratory movements of these 
animals. 

General memoranda of understanding are now in effect with the 
conservation departments of the seven States in the region which have 
national forests within their boundaries. These cooperative agree- 
ments have assisted in establishing better correlation between the 
Forest Service and the State agencies in matters affecting wildlife on 
the national forests. Annual meetings of Forest Service and State 
officers and frequent field contacts have stimulated much interest in 
the wildlife phase of national-forest administration. In addition to 
general cooperation in over-all matters, several cooperative programs 
are under way which are covered by supplements to the general co- 
operative agreement. 
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Seven cooperative State game refuges on the national forests in 
Missouri continue to operate with conservation commission employed 
managers assigned. An eighth refuge, the Spring Creek on the Rolla 
Ranger district, Mark Twain National Forest, was abandoned this 
year after it had served its purpose of restoring deer to that area 
The results with deer on all refuges have been ood | ind their chief 
value now is to maintain and build up the stock of w ild turkey. On 
the better turkey refuges the conservation commission and Forest 
Service have agreed on a program of timber sales, timber stand im- 
provement, creation of clearings, fertilizing and seeding of old fields, 
and the development of food patches, which will improve the habitat 
and especially increase the quantity and quality of turkey foods. 

An arrangement has been completed whereby the Forest Service 
airplanes on the Superior National Forest are used to stock fish and 
cca refuge signs on a cost basis for the conservation department. 
Flying service is provided the State at no cost where the job can be 
done incidental to scheduled flights and some use has been made of 
the planes in checking wild rice beds, beaver colonies, waterfowl] 
moose, and other big-game populations. 

Approximately 24,000 acres have been classified by the Forest 
Service for sharptail grouse management on the national forests in 
Michigan. Conservation department biologists are preparing man- 
agement plans for these areas and have established several game food 
patches. About 3,000 acres have been similarly designated on the 
Washburn ranger district of the Chequamegon National Forest in 
Wisconsin. 

The Wisconsin Society of Ornithology has proposed the establish- 
ment of an area for the special protection and management of some 
of the rarer wildlife species in Wisconsin, including the spruce grouse 
and the timber wolf. The conservation department and the Forest 
Service are working with this group on this proposal. 

Region 10 (Alaska) 

A joint memorandum of working relationship between the Forest 
Service and the Fish and Wildlife Service for the Alaska region was 
executed in February 1950 by the regional director of the United 
States Fish and Wildlife Service and the regional forester of the 
United States Forest Service, and a copy sent to all field offices in 
the region. This memorandum of understanding sets forth the 
relationship between the two agencies on a broad basis. 

At the present time there is close cooperation between the Fish 
and Wildlife Service and the Forest Service on the problem of proper 
methods to employ in logging national forest timber in order to pre- 
vent damage to salmon spawning streams. As a general rule joint 
investigation of important problems is made by the field representa- 
tives of each agency and a definite policy to follow in logging is 
agreed upon. Forest Service field men have ac tively coope ‘rated in 
making and reporting on various investigations. The most recent 
is the study of the color of the marrow found in the bones of dead 
deer in an effort to determine cause of death. Most cases reported 
showed that death was due to starvation. 

The Alaska Research Center of the Forest Service is conducting 
worthy research projects in southeast Alaska which will be useful in 
future management plans relating to deer habitat and also the effects 
of logging on salmon spawning streams and the control methods 
necessary for their proper protection. 
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TABLE 2.—Estimated wildlife users on national forests, as of June 30, 1950 


Region and State 


Alabama 


Arizona 

Arkansas 

California 

Colorado 

Fjoricda ° -oesnee 
Georgia ee 
Idat 

Illinois ‘ 

Indiana inns naeiesenmerantinds 


Keutucky 
Louisiana 
Ma 
Michigan. 
Minnesota 
Mississippi. 
Missouri 
Montana 
Nebraska 
Nevada 
New Hampshire 
New Mexico : 
North Carolina 
Oh * oe 
Oklahoma 
Oregon . 
hee, 1, 
South Caroli 
South Dakota 
rennessee 
Texas 
Utah 
Vern 
Virs 4 i 
Washington 
st Virgi 
Wisconsin 
Wyoming 











Total United States 
SUNIL cdcidcrschondecelatenialbsaeneivicaaas 


| 
| 
| 


[Figures rounded in posting and totals] 


SUMMARY BY STATES 


Big-game 
hunters 


1, 600 
42, 000 
23, 000 
289, 000 


75, 000 | 


7, 600 


6, 700 | 
83, 000 | 


2, 000 
320 
88, 000 
31, 000 
4, 800 
a 200 
92, 000 


11, 000 


12, 000 


24, 000 | 


"© 


o00 


< 


158, 000 
60, 000 
2, 800 
15, 000 
1, 600 
2, 900 


2, 500 


72 000 | 


7, 000 
32, 000 
98, 000 
22, 000 
26, 000 
31, 000 


1] all national forests. | 


a 
| 
| 
| 


1, 340, 000 
&, 200 


1, 354 , 000 | 


/Small-game 





bunters 


604, 000 


3, 600 | 


G08, 000 | 





Total 
hunters 


11, 000 
50, 000 


47,000 | 


344, 000 
83, 000 


13, 000 | 


18, 000 
97, 000 
20, 000 


9,700 | 


17, 000 


7, 000 | 


420 
133, 000 
71, 000 
14, 000 


62, 000 | 


118, 000 


14, 000 
28, 000 
20, 000 
14, 000 
3, 500 
167, 000 
85, 000 
10, 000 
16, 000 
16, 000 
13, 000 
75, 000 
14, 000 
&1, 000 | 
110, 000 | 
56, 000 
52, 004 
36, 000 
1, 940, 000 
12, 000 


, 950, 000 


17, 000 


Sportsmen andjtrapper use 











| 
Rie ‘ Total | m 
| Fishermen sportsmen Trappers 
Sr | 
| 6, 600 | 18, 000 | 70 
| 97,000} 147,000 |........_... 
34, 000 | 81, 000 1, 400 
| 597,000 | 941, 000 | 450 
200,000 | 283, 000 | 250 
26, 000 39, 000 40 
20, 000 38, 000 | 22 
200, 000 297, 000 320 
23, 000 43, 000 | 1, 000 
13, 000 23, 000 | 270 
| 21, 000 38, 000 100 
9, 300 | 16, 000 7 
700 1, 100° 2 
184, 000 317, 000 4, 100 
170, 000 241, 000 3, 800 
10, 000 24, 000 290 
55, 000 117, 000 4, 300 
179, 000 297, 000 360 
a eweee<c-ceesleoescecces o 
| 20, 000 37, 000 | 35 
| 28, 000 42) 000 | 7! 
| 59, 000 87, 000 50 
41, 000 61, 000 180 
| 20, 900 34, 000 150 
6, 000 9, 500 40 
330, 000 497, 000 430 
100, 000 185, 000 1, 000 
6, 600 17, 000 50 
50, 000 66, 000 160 
| 24, 000 40, 000 | 250 
| 19, 000 32, 000 | 220 
| 95, 000 | 170, 000 | 75 
5, 000 19, 000 | 100 
46, 000 127, 000 | 1, 400 
239, 000 349, 000 300 
| 61, 000 117, 000 | 1, 000 
75, 000 27, 000 1, 800 
4 93, 000 129, 000 140 
| 3, 160,000 | 5, 100, 000 25, 000 
{ 3, 800 16, 000 | 1, 400 
E , 160,000 | 5, 120, 000 26, 000 
i | 
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Izaak Watton LeaGue or America, INc. 
Chicago, Iil., March 1, 1951. 
Hon. Wituis A. Ropertson, 
Senate Office Building, Washington, D. C. 


Dear Senator: On return from 2 weeks out of town I found your 
letter saying you'd like to have thoughts of conservation groups for a 
report to the Congress in the name of the Subcommittee to Investi- 
gate Wildlife Conservation, of which you are chairman. 

Am sorry to be late getting this to you, but hope it is still usable. 
The statement in behalf of the Izaak Walton Lea ague of America, Inc., 
is attached. 

With all good wishes. 

Sincerely, 
Wi.uram Voie, Jr., 
Executive Direc‘or. 


STATEMENT From THE Izaak Wauron LeaGue or America, INc., 
Cuicago, ILL. 


My name is William Voigt, Jr., and my home and office are in 
Chicago, Ill. I am executive director of the Izaak Walton League of 
Americ a, Inc., and this statement is issued in the name of the league. 
It is divided into two parts, the first relating to certain bills now 
before Congress, the second to general observations as to conditions 
problems, and needs affecting wildlife, as our organization sees them’ 


SPECIFIC LEGISLATION 


S. 41, to prohibit the sale in the District of Columbia of striped bass 
or rockfish less than 12 inches in length or weighing more than 15 
pounds. The league has long been on record as favoring such legis- 
lation, and hopes it will be enacted into law. 

H. R. 565, to provide that 10 percent of moneys received from 
operations of the national forests shall be turned over as an automatic 
appropriation to the Forest Service for expenditure in behalf of 
development, operation, and maintenance of recreational areas and 
resources, including wildlife. We believe this is an excellent goal, 
and the method chosen to attain it appears reasonable and desirable. 
7s favor the enactment of the bill into law. 

S. 509, to amend the Duck Stamp Act to increase the amount that 
may be expended for enforcement of laws and regulations. The league 
favors this provision, and hopes it will become law. 

H. R. 1190, to permit the use of Federal and State prisoners in 
resource conservation activities of various kinds. It is our opinion 
that a great deal of direct and indirect good to wildlife and fisheries 
can be accomplished by the employment of such labor under competent 
planning and supervision, and we favor enactment of such enabling 
legislation. 

GENERAL COMMENTS 


The Izaak Walton League of America, Inc., a broad-gage member- 
ship organization banded together in local, State, and national units 
to champion the Nation’s soil, woods, and other vegetation, waters and 
wildlife, has no selfish or self. seeking interests. 
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Tt is concerned with the public interest and public welfare; its 
principles and objectives have been established through 29 years of 
constructive operation and development. 

It is our considered opivion that we can well serve the public interest 
in the restoration, maintenance, and perpetuation of outdoor recrea- 
tion in virtually ‘all its many phases by giving close and needed 
attention to those things which have to do “with the protection and 
development of wildlife and fishery environment. 

Despite the fact that ever-increasing numbers of the citizens of this 
country are seeking relaxation and recreation in the large remaining 
Federal recreational and related reserves, such as the national forests, 
public domain, and national parks and monuments, it is true that the 
bulk of our population must find most of its outdoor recreation in the 
adjacent farmlands and waters right around home, in close proximity 
to the towns and cities where the people are most heavily concen- 
trated. 

Therefore, we urge that the Members of the Senate and House of 
Representatives give close attention to measures of various kinds which 
are intended to speed up conservation of soil and forests and waters. 

We are aware that such measures strengthen the economy of the 
Nation and increase the production of the necessities as well as luxuries 
that have made ours the highest standard of living on earth. We 
recognize that we have that high standard today, despite terrific 
prodigality and waste of resources in the past. We are fearful that, 
with population increasing and national and international emergen- 
cies piling up in increasing number, extent, and intensity, further 
drains upon our renewable resources may be disastrous. We urge 
that all possible steps be taken by the Congress to assure that the 
trend in resource use, development, and conservation shall be con- 
structively pointed toward the greatest good for the greatest number 
over the longest possible time. 

We wish to urge most strongly that there be set up, in the Congress 
or elsewhere, some sort of mechanism to lead or assist the private 
agencies and individuals across the Nation who are now attempting 
to safeguard valuable wildlife and other related important natural 
resources from unwise and unnecessary exploitation in the guise of 
national defense. We wish to point out that pressures have been 
reported to us as building up in many parts of the country and from 
many sources, seeking unnecessary commercial entry into fish and 
wildlife refuges, national parks and monuments, and national forest 
wilderness areas, with national defense as the excuse fer so doing. 

We cite several instances where we have been informed by high 
officials that commercial entry has been sought. One with which 
the chairman of this committee undoubtedly is familiar is Sabine 
Wildlife Refuge in Louisiana, where applications for entry to quarry 
out a shell deposit for cement have so far been refused by the Interior 
Department. We are informed that efforts are being made to secure 
permission from Interior to enter Olympic National Park, Wash., to 
cut Sitka spruce for national defense, and are further informed that 
such entry and cutting is wholly unnecessary since ample supplies 
are available elsewhere. A third instance involves pressures being 
applied by certain western livestock interests to allow grazing of 
domestic animals in national parks and monuments, and to increase 
greatly the allowable grazing on national forests and public domain, 
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in much of which the present grazing is already so heavy as to cause 
widespread and long-range damage. A fourth example has been the 

effort of certain oil interests to obtain drilling leases on the Okefenokee 
Swamp Wildlife Refuge in southeast Georgia, where, up to now, it 
has been possible to deny entry pending successful exploratory drilling 
in areas outside the refuge perimeter. 

Our point is that some agency or public interest body should be 
given the specific task of keeping a watchful eye on all such matters 
where natural resources belonging to the generai public are involved. 

We favor, as either directly or indirectly benefiting wildlife and 
fishery resources, legislation having as its goal the following: 

1. Strengthening, expanding, and speeding up the inauguration 
and maintenance of permanent-type soil-conservation practices and 
installations approved by the United States Soil Conservation Serv- 
ice, particularly those which involve the active cooperation of the 
landowners in the fashion carried out or encouraged through opera- 
tion of soil conservation districts. 

2. The expanding and speeding up of small- or intermediate-sized 
watershed programs under the administration or supervision of the 
Soil Conservation Service, such as those in the Little Sioux Basin of 
Iowa, the Washita of Oklahoma, the Trinity and Little Colorado of 
Texas, and others. We particularly favor the granting of sufficient 
appropriations, and modification as needed of existing rules or prac- 
tices, to enable one or more of such relatively small basin flood control 
and soil and woodland conservation projects to be completed speedily 
so there shall no longer remain any question of their place in the land 
and water conservation programs of this country. 

3. The allotting of earmarked receipts under continuing automatic 
appropriations, or else direct annual appropriations of adequate 
volume, to guarantee that the Forest Service shall be enabied to 
carry ~ ite Nation-wide responsibilities concerning wildlife manage- 
ment and the maintenance and development of recreational oppor- 
—s 

The appropriation of ample direct grants to the Fish and Wildlife 
Servic e for its river-basin studies under Public Law 732 of the Seventy- 
ninth Congress, so it will no longer be beholden to the Bureau of 
Reclamation and Army Corps of Engineers, for hand-outs of money 
for river-basin studies concerned with fishery and wildlife resources 
and the impacts of river-basin construction projects thereon. Like- 
wise, the granting of ample funds to the National Park Service, in 
direct appropriations, so it may accomplish its desirable objective 
studies as to impacts of river-basin construction upon the recreational 
and related resources in its charge. We feel such direct appropria- 
tions are important in order that we may guarantee objectivity in 
both studies and reports. 

5. Modification of law and practice, as necessary, in order to guaran- 
tee that in all future river-basin-construction programs a full basin- 
wide watershed protection and improvement program shall be carried 
out by the appropriate agencies prior to or concurrently with the 
construction of any high dam or dams. We feel th: at, among other 
benefits conferred, this would guarantee vast savings now lost because 
of overconstruction carried out to prevent early loss of useful storage 
through siltation. 
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6. The early inauguration of a truly comprehensive and speedy 
program of gathering and evaluating basic information with respect 
to renewable natural resources, including data having to do with all 
recreational factors, among which are fisheries and wildlife. It is 
our considered opinion that it is imperative that a complete basic 
data program must be set going, and swiftly, to prevent irreparable 
damage to many kinds of resources by the rapidly increasing river- 
nage ‘authorizations and appropriations. 

The early enactment of legislation to establish a high-level, 
impartial, truly qualified Board of Review to pass on the merits of 
river-basin-construction proposals, a Board of Review of unquestioned 
integrity, one with the high principles and devotion which we ascribe 
to the Supreme Court. Such legislation should not, in our opinion, 
be bound to or included in measures seeking the consolidation or 
reorganization of any present river construction agencies, such as the 
ma au of Reclamation and the Army Corps of Engineers. 

The early enactment of legislation which will protect against 
aoe by river-basin construction agencies, all our national parks 
and monuments, and the established wild, primitive, and wilderness 
areas of the national forests. Such legislation should guarantee 
inviolability of such areas except or unless it is imperative that 
er be entered in the immediate national safety and defense. 

The granting to the National Parks and Sod Services of 
aoe appropriations so they may be enabled to acquire quickly 
all private holdings within the exterior boundaries of the national 
parks and monuments and the established wilderness or roadless 
areas of the forests. 

10. The amendment of Public Law 845 of the Eightieth Congress, 
the Water Pollution Control Act, so as to assure continuing authoriza- 
tion of ample funds to carry out its duties and gain its objectives, and 
the appropriation of sufficient funds annually so an intensified pro- 
gram may be conducted for a minimum of 10 years in order to speed 
up the badly needed cleansing of our waters so an abundant wholesome 
supply shall be guaranteed for all human, animal, and fishery needs. 

Respectfully submitted. 

Wituiam Voraert, Jr., 
Executive Director. 


Izaak Watton LeaGue or America, INc., 
Chicago, Ill., March 5, 1951. 
Hon. Witus A. Rosertson, 
Chairman, Subcommittee To Investigate Wildlife Conservation, 
Senate Office Building, Washington, D: C. 


Dear Senator Rosertson: Last week I sent you a statement to be 
incorporated in your report to the Congress this spring. If at all 
possible, I would like you to consider this letter as a suppleme nt to 
that statement and have it also inserted in the record. This supple- 
mental material is based on information that was not readily available 
to me when I prepared my formal statement a few days ago. 

This relates specifically to the operations of the Bureau of Reclama- 
tion, Department of Interior, in the Central Valley of California. 
On information furnished me in part by Mr. Claude L. Rowe, of 
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Fresno, attorney and member of our national board of directors, I am 
of the opinion that the Bureau of Reclamation, through its manipula- 
tion of waters of the San Joaquin River Basin, intends to and will 
ultimately wipe out the salmon runs of the San Joaquin and deprive 
the grasslands area of water that is badly needed if the Pacific coast 
flyway population of migratory waterfowl is to be maintained at 
anywhere near its present numbers. 

Our information is to the effect that water manipulations of the past 
and now contemplated are such as to prevent the successful spawning 
of such salmon as reach spawning areas. If the damaging manipula- 
tions are allowed to continue, it is highly probable that the race of 
salmon of the San Joaquin River will be wiped out. It is urged that 
you solicit information on this subject directly from Mr. Rowe, whose 
address is: 910 Security Bank Building, Fresno, Calif. Also, that you 
solicit information relating to this problem from the California De- 
partment of Natural Resources, the Western Association of Game and 
Fish Commissioners, the International Association of Game, Fish, and 
Conservation Commissioners, and the United States Fish and Wildlife 
Service. 

With respect to the waterfowl population and its problem, infor- 
mation from the Bureau of Reclamation, Department of Interior, 
leads almost inescapably to the conclusion that water for the previously 
and presently wet areas upon which large congregations of ducks and 
geese and related waterfowl are dependent, will be available for only 
a relatively short time. 

The subject is complicated by existing water rights and a solution 
admittedly may not be a simple one. However, in the event the 
Bureau of Reclamation cannot or will not agree to furnish needed water 
to prevent the decimation of the Pacific coast flyway population of 
migratory waterfowl, then it is urged that special legislation be 
introduced in Congress to make the furnishing of an adequate supply 
of water mandatory. Again, as in the case of the San Joaquin salmon 
race, it is respectfully suggested that supplemental information be 
solicited and obtained from the same individuals and organizations 
mentioned previously in this letter. 

Sincerely, 
Wiuuiam Vorert, Jr., 
Cxecutive Director. 


Izaak Watton LeaGut or America, INc., 
Chicago, Ill., April 5, 1951. 
WILpLiFE CoNsERVATION COMMITTEE, 
Senate Office Building, Washington, D. C. 


(Attention: Senator A. Willis Robertson, Chairman. ) 


Dear Senator Rosertson: Following our telephone conversation 
of yesterday, I am writing you the views of the California State 
division of the Izaak Walton League of America on the disastrous 
water policy now being carried out by the United States Department 
of the Interior in California and other Pacific Coast States. 

In the San Joaquin Valley of California, California’s largest valley, 
is a marshland commonly known as the grasslands comprising over 
106,400 acres which from time immemorial has received water from 
the San Joaquin River of California, California’s second largest 
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river. According to the report of Dr. Ira Gabrielson in 1945 to 
Commissioner of Reclamation Bayshore, this area comprises one of 
the major wintering grounds of the Pacific Coast flight of wild ducks 
and geese. According to Dr. Gabrielson, this area must be main- 
tained as marshland or the Pacific coast flyway of wild ducks and 
geese will either be destroyed or seriously affected (letter of Dr. Ira 
Gabrielson to Commissioner Bayshore, dated June 5, 1945). Dr, 
Gabrielson’s report to Commissioner Bayshore reads in part as 
follows: 

The delivery of 83,545 acre-feet of water by your Bureau (the United States 
Bureau of Reclamation) * * * for use on the grasslands area lying west of 
the San Joaquin River and north of Los Banos, Calif., not only provided emer- 
gency pasture lands to support some 60,000 head of dairy and beef cattle, but also 
continued in use for another year one of the greatest migratory waterfowl resting, 
feeding, and nesting areas in the Pacific flyway. These 100,000 acres of grass- 
lands * * * is the hereditary wintering ground of thousands of waterfowl. 
It would be a serious blow to the waterfowl habitat of the Pacific flyway and the 
management program which is now being undertaken by this service and the State 
fish and game department in California if your Bureau, in constructing the great 
Central Valley project, should eliminate marshes that would need to be replaced 
at great cost to the taxpayers, if indeed it would be possible to replace them at ail. 
The owners of the lands to which you furnished water in 1944 have organized the 
Grasslands Water Association, Inc., a nonprofit mutual water company to serve 
the dairy interests, duck-breeding lands, and wildlife refuges and are now in a 
position to make delivery of any allocated water. To preserve the grasslands 
area as a natural waterfowl habitat, we consider it necessary and the association 
has requested that 100,000 acre-feet of nondemand water annually be allocated to 
this area by the Bureau of Reclamation. 

The Grasslands Water Association, Inc., referred to in the above 
report is a nonprofit mutual water company organized in 1944 by 
a group of leading businessmen and sportsmen of California to pur- 
chase water from the Bureau of Reclamation of the United States 
and distribute it to these 106,400 acres of marshlands for the purpose 
of preserving this important wintering ground of the great Pacific 
coast flyway of wild ducks. 

Shortly thereafter, Ira Gabrielson resigned as Chief of the Fish 
and Wildlife Service and Albert Day was appointed Chief of the 
United States Fish and Wildlife Service. The Bureau of Reclamation 
asked him to make a second survey of the grasslands area. Day 
went even further than Gabrielson. He recommended a flow of 23 
second-feet for the Los Banos refuge and 600 second-feet for the private 
duck clubs, or a total delivery of over 200,000 acre-feet annually for 
the grasslands area. His report recommended the following flow 
schedule for the grasslands area: 

Second-Feet 
Private and commercial gun clubs, May 1 through Dec. 31, entire San 
Joaquin Valley (100,000 acres to be covered) 
Los Banos State refuge__ 


Then to the great misfortune of dairymen and beef cattlemen, the 
California State Fish and Game Commission, the duck clubs of 
western Merced County, and the conservationists of California, one 
Mike Straus became Commissioner of Reclamation. One of Straus’ 
first acts was to attempt to throw out the grasslands area of western 
Merced County from the benefits of the Central Valley plan. In 
order to do this in face of the Ira Gabrielson report and Albert Day 
report, he appointed a group of men to make a third report on the 
grasslands area. However, in spite of being hand-picked, this group 
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again reported that the area within the Grasslands Water Association 
be furnished with water both for pasture purposes for cattle and dairy 
herds and for the preservation of the Pacific coast flyway of wild 
ducks and geese. Mr. Straus then spewed all his venom upon the 
local head of this investigating body so badly, the local head of this 
investigating body resigned rather than change his report and went to 
work for a municipality. 

In 1949, Straus needed money from Congress to complete the 
Friant-Kern canal. To do this he needed the votes of the conserva- 
tionists in Congress who were alarmed over his attempt to destroy 
the grasslands and the ducks of the Pacific coast. He had a 450-page 
report printed and given to Congress in order to show he was really a 
friend of the conservationists, entitled “Central Valley Basin” 
(S. Doc. No. 113, 81st Cong.) in which Albert Day, Chief of the 
United States Fish and Wildlife Service reported as follows: 

At the present time the waterfowl] situation, in the entire State of California, 
is truly critical * * * From 1934 to the present date, there has been a 
steady increase in the population of ducks throughout the country until in 1943, 
we had an estimated 125 to 150 million birds. We then had between 30 million 
and 37% million birds annually traveling in 1943 over the Pacific flyway and 
down through the wintering areas of central California. * * * An estimated 
4 million ducks are taken annually in California. Therefore, the annual crop 
within the State of California is valued at $20 million. No attempt is made to 
assign a value to the intangible items of recreation and health (pp. 261-263, 
Central Valley Basin, S. Doc. No. 113, 8ist Cong., 1st sess.; signed by Michael 
W. Straus, Commissioner of Bureau of Reclamation). 


Recommended flow: 


Second-feet 

Private and commercial gun clubs, May 1 through Dee. 31, entire San 
Joaquin Valley (100,000 acres to be covered) -.....-.-.-------------- 600 
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Straus got his money. Since then he has not lived up to his 
reports to Congress on the grasslands and showed his real hand. 
We are told he set aside $250,000 for a fifth report in his hopes to 
get an unfavorable report on the grasslands. They brought in the 
report just released by Secretary of the Interior Chapman, who 
announced an “improvement” for the grasslands and a ‘great help 
to the California duck population.” This fifth report cut the irrigated 
acreage for the grasslands from 106,400 to nothing, with the exception 
of water for the California State duck refuge, to which refuge the 
Bureau of Reclamation has been legally bound to supply water 
anyway. Yet Straus and Chapman blandly announced to the 
United States Congress and the public in general in this report that 
the elimination of all water from the grasslands area was a “great 
improvement” for the ducks of the grasslands. 


SALMON 


In the August 1949 report to Congress on the Central Valley plan 
of California (S. Doc. No. 113, 81st Cong., Ist sess.), Albert Day, 
present Chief of the United States Fish and Wildlife Service, made 
the following recommendation for the maintenance of the salmon 
run of some approximately 150,000 spawning salmon a year, which 
lies below Friant dam on the San Joaquin River in California: 
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TABLE 15 


San Joaquin River: 
Proposed Federal dams which may have serious effect on salmon and 
steelhead (built but not on full operating schedule) -- -- ---- Fant 
Size : present annual salmon run: 


eee, 
ts Sil OMe oe ariel peniemama ~~ 
Potential run that might be developed ________-_-____--- _...- 100, 000 
Potential annual value of run in dollars _ _ _- , 318, 400 
Recommended minimum flows, at Friant (second-feet) _ __- - -- ; 350 


Secretary Chapman himself in a letter to the Fresno County Fish 
and Game Commission spelled the death knell of the San Joaquin 
Valley salmon run, which is approximately one-fourth the size of the 
run on the Columbia River, when he stated flatly there would be no 
water for the salmon in the San Joaquin River. ‘This is a distinct 
violation of section 525 of the California Fish and Game Code and 
the basic act governing the Bureau of Reclamation (viz, the act of 
1902, 43 W. S. C. A. 372, 373). Section 525 of the California Fish 
and Game Code requires that the “owner” of every dam shall allow 
sufficient water below the dam to protect the fish existing below the 
dam and the California Fish and Game Code also defines ‘‘owner”’ as, 
among others, the “United States of America.”” The basic Reclama- 
tion Act of 1902 requires the Bureau of Reclamation to conform to 
all existing water laws and water requirements in the States in which 
they operate, of which section 525 of the California Fish and Game 
Code is one. Moreover, the Izaak Walton League of California feels 
that the United States Bureau of Reclamation and Secretary of the 
Interior Chapman are flagrantly violating United States Statute 
60, page 1080 (USCA sec. 663), and United States Statute 60, 
page 1080 (USCA sec. 666B), which was adopted through the efforts 
of your honorable subcommittee and which reads as follows: 

663. CONSERVATION AND MAINTENANCE OF WILDLIFE, Erc., AVAILABILITY 
OF WATERS AND OTHER INTERESTS: ConpITIONS.— Whenever the waters of any 
stream or other body of water are impounded, diverted, or otherwise controlled 
for any purpose whatever by any department or agency of the United States, 
adequate provision, consistent with the primary purposes of such impoundment, 
diversion, or other control shall be made for the use thereof, together with any 
areas of land, or interest therein, acquired or administered in connection there- 
with, for the conservation, maintenance, and management of wildlife, resources 
thereof, and its habitat thereon. In accordance with general plans, covering the 
use of such waters and other interests for these purposes, approved jointly by the 
head of the department or agency exercising primary administration thereof, the 
Secretary of the Interior, and the head of the agency exercising administration 
over the wildlife resources of the State wherein the waters and areas lie, such 
waters and other interests shall be made available without cost for administration 
(a) by such State agency, if the management thereof for the conservation of 
wildlife relates to other than migratory birds; (b) by the Secretary of the In- 
terior, if the waters and other interests have particular value in carrying out the 
national migratory bird management program. (As amended Aug. 14, 1946, 
ch. 965, 60 Stat. 1080.) (USCA, see. 663.) 

666b. Derinirions.—The terms “wildlife” and “wildlife resources’ as used in 
these sections of this title include birds, fishes, mammals, and all other classes of 
wild animals and all types of aquatic and land vegetation upon which wildlife is 
dependent (60 Stat. 1080). (USCA, sec. 666b.) 


We feel the action of the United States Bureau of Reclamation and 
the Department of the Interior in regard to the salmon not only on 
the San Joaquin River but on the entire Pacific coast warrants the 
following statement made by the Pacific Marine Fisheries Commis- 
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sion, a commission appointed by the Governors of the States of Wash- 
ington, Oregon, and California under an act of Congress, which state- 
ment of the Pacific Marine Fisheries Commission reads as follows: 

At the present time it is the policy of the Corps of Engineers and the Bureau 
of Reclamation to make public statements to the effect that the fishery resources 
will not be adversely affected by the proposed multiple water-use projects in 
spite of a complete lack of knowledge regarding the subject by those construction 
agencies (p. 17, 1948 report, Pacific Marine Fisheries Commission). 

The construction of power and other water diversary installations and projects 
has resulted in tremendous losses to the population of salmon ascending rivers 
and streams of the Pacific coast (p. 20, 1948 report, Pacific Marine Fisheries 
Commission). 

Not only does Mr. Straus, as Commissioner of the Bureau of Recla- 
mation, intend to-give no water to the maintenance of the great Pacific 
flyway of wild ducks and geese, not only does he intend to destroy the 
salmon run on the San Joaquin River, but he will destroy practically 
the entire salmon run on the Pacific coast with his series of dams 
covering all California streams, with his proposed dam on the Rogue 
River in Oregon, and with his proposed dams on the Snake and other 
branches of the Columbia River in W ashington and Oregon, which 
will completely destroy the salmon runs in one of the greatest spawn- 
ing areas on the west coast. 

The Izaak Walton League of California respectfully request the 
inclusion of this letter in your annual report so that the truth may 
come before your honorable subcommittee. 

Respectfully submitted. 
CiaupE L. Rowe, 
National Director, Izaak Walton League of America for the 
State of California; President, San Joaquin Valley Chapter, 
Izaak Walton League. 


WILDLIFE MANAGEMENT INSTITUTE, 
Washington, D. C., February 23, 1951. 
Hon. A. Wiiuts Ropertson, 
Chairman, Subcommittee To Investigate Wildlife Conservation, 
Committee on Expenditures in the Executive Departments, 
United States Senate, Washington, D. C. 


Dear SENATOR Rosertson: Thanks for your letter of February 14 
and for inviting me to submit a statement for submission to the 
Subcommittee To Investigate Wildlife Conservation. A brief state- 
ment is enclosed, and it is hoped that this will be made a part of the 
record of the bearings. 

Your interest and cooperation is appreciated. 

Sincerely, 
C. R. Gurermutn, Vice President. 


STaTEMENT OF C. R. GuTeRMuTH, -VIcE PRESIDENT OF THE WILDLIFE 
MANAGEMENT INstITUTE, WaAsHINGTON, D. C. 


Mr. Chairman, I am C. R. Gutermuth, vice president of the Wild- 
life Management Institute, of Washington, D. C., a private, nonprofit 
membership organization that is dedicated to the sound management 
and wise utilization of all natural resources in the public interest. 

The invitation to present a statement to this subcommittee is 
appreciated, since we desire to call attention to several important 
matters before the Congress that merit careful consideration. 
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In the preparation of the budget of the United States Fish and Wild- 
life Service of the Department of the Interior, requests were denied 
under “Investigations of resources, research on birds and mammals 
(wildlife diseases)’’ for a few additional thousands of dollars for neces- 
sary investigations of fish and wildlife resources. The ceiling request 
of $10,600 for wildlife disease investigations is entirely inadequate to 
do the job. The Service needs an increase of at least $30,000 to con- 
duct studies to find ways of preventing enormous losses of ducks, 
geese, and other wildlife from botulism, fowl cholera, and other 
diseases. Approximately one-half million ducks and geese are lost 
annually because of serious outbreaks of disease. This loss represents 
at least $1,000,000 in edible food and thousands of man-hours of clean 
sport and wholesome outdoor recreation. The appropriation request 
covers only the salary of one technician with hardly enough expense 
money to spend time in the field where the problems are located. At 
least three additional technicians are needed with adequate funds for 
field and laboratory expenses. 

Another serious problem confronting many species of wildlife is the 
commercial production of potent insecticides appearing on the market 
and being released to the public for use. There has been a wave of 
deer, dove, quail, and songbird die-offs the past year due to powerful 
insecticides having been improperly used in the control of the boll 
weevil and other agricultural pests. In all likelihood, beneficial forms 
of insect life also were killed and this will cause trouble for the farmer. 
The Fish and Wildlife Service has been allowed to ask for $17,000 
under “Herbicides and insecticides” to study these new poisons and 
their effect upon wildlife, and this will not make even a good start. 

The chemical industry spends tremendous sums on research in 
developing these new poisons. ‘The Fish and Wildlife Service is the 
only Federal agency charged with the protection and safeguarding of 
valuable wildlife resources for the public. Therefore, the conserva- 
tion organizations believe that sufficient funds should be made avail- 
able to the Fish and Wildlife Service to investigate the full effects of 
these new poisons before they are released to the public. At least 
$40,000 in additional funds would be required to field-check the new 
poison products now on the market. Such field studies would not 
only ascertain the proper application and dispersal of such poisons in 
regard to wildlife, but in all likelihood would aid the farmer in keeping 
him from poisoning his livestock, beneficial insects, and valuable 
species of wildlife, including insectivorous birds. 

The requested budgetary increases are small—and they are good 
investments. Now then, here is a way to economize. The conser- 
vation forces of America are greatly disturbed by the repeated at- 
tempts to invade the national parks and monuments by the large 
construction agencies of the Federal Government—the Bureau of 
Reclamation and the Army Corps of Engineers. The pittance of land 
now in national parks, monuments, and wilderness areas is not too 
large to meet the social, cultural, esthetic, and recreational needs of the 
public, and the value of these small tracts will grow in importance as 
the population increases. I want this statement to be brief and will 
end by saying that all these lands now in public ownership should 
be preserved for the citizens of this great democracy. It is hoped 
that the members of this committee, ‘and the other members of the 
Senate and House, will give full consideration to all aspects of the 
public need before making unnecessary appropriations for such 
developments in these areas. 
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WATERFOWL AND UpLtanp Game CommirTTEE, 
Ovurpoor Writers ASSOCIATION OF AMERICA, 
Memphis, Tenn., February 18, 1951. 
Hon. A. Wiiuis Ropertson, 
Chairman, Subcommittee to Investigate Wildlife Conservation, 
Committee on Expenditures in the Executive Departments, 
United States Senate, Washington, D. C. 

Dear Senator: Acknowledging yours of February 14, 1951, rela- 
tive to your desire that conservation agencies cite their views on 
waterfowling and other factors mitigative of wildlife resources. As 
of today, in re waterfowling. 

(1) Through its waterfowl committee, the Outdoor Writers Asso- 
ciation of America reiterates its belief and conviction that above and 
beyond water restorations in Canada and the northern United States, 
and hoped-for “flyways management” throughout the United States, 
that until, with Federal and State cooperation, adequately financed 
(as it is not now) to enforce the migratory-bird law against excessive 
and growing violations thereof, duck shooting can only continue as an 

“arrested case’ and with the end in sight. There is now a bill in 


Congress to provide, from the duck-stamp revenue, an amount cal- 
culated to relieve violational pressure. And until that is passed, we 
continue to invite disaster. Passage of this bill, is, we believe, the 
goal of every organized conservation group in the country. 

(2) This committee (and OWAA) believes that so-called public 
hearings on waterfowl matters over the country, by the United States 


Fish and Wildlife Service, have outlived their usefulness and should 
be succeeded by organized, complete cooperation between the impor- 
tant State sportsmen’s groups of flyway States, their State game 
commissions, and the United States Fish and Wildlife Service, in 
order to not only prosper public relations leading toward improve- 
ment of the national gunning morale, but to acquire vital State 
statistics through research, and see that these, in understandable 
terms, are passed on to the shooting public. Involved therein are 
problems of drainage, enforcement, water levels, the understanding of 
which, properly applied can well mean the difference between wild- 
fowl management that is management and not mere management by 
regulation. 

(3) It should be remembered that there are five distinct classes of 
duck shooting, each selfish, restless, and almost completely uncata- 
loged as to vital statistics and the management of human behaviors. 
It must also be recognized that today’s driftage toward war is stifling 
much that conservation has gained in hard-won years. From here 
out a whisper of common sense must outrise the martian clangor, or 
else. Enforcement: sound, business-like flyways management, and 
congressional guts. 

Very truly, 
Nasu Buckinesam, Chairman. 


O 
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3 Pastore, from the Committee on Post Office and Civil Service, 
geiko submitted the following 
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[To accompany §. 831] 


The Committee on Post Office and Civil Service, to whom was re- 
ferred the bill (S. 831) to amend the Veterans’ Preference Act of 1944, 
as amended, so as to provide for designated representatives thereunder 
of certain veterans’ organizations, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

GENERAL STATEMENT 


The purpose of this bill is to permit a veteran who is appealing, 
under the provisions of sections 12 and 14 of the Veterans’ Preference 
Act of 1944, as amended, his separation from the Federal service, to 
name as his representative an accredited representative of certain 
therein-named organizations, provided that the organization and its 
representatives comply with the rules, regulations, and standards pre- 
scribed by the Civil Service Commission. The bill specifically pro- 
vides that the Civil Service Commission may withdraw recognition of 
any such organization or its accredited representative for failure to 
comply with the rules and regulations prescribed by the Commission. 
The bill further provides that the Civil Service Commission may re- 
store any such recognition which has been withdrawn under such 
terms and conditions as it may deem nec essary. 

In addition to the designated veterans’ organizations, any other 
veterans’ organization incorporated or recognized by act of Congress 
or recognized as such by the United States Civil Service Commission 
is automatically included under this act. 

The language of S. 831 is permissive rather than mandatory. 
Appellants may choose a representative from one of the veterans’ 
organizations, but are not restricted in their choice of representatives 
to the veterans’ organizations. 








2 REPRESENTATIVES OF VETERANS’ ORGANIZATIONS IN APPEAL CASES 


The Senate Committee on Post Office and Civil Service is unani- 
mous in the opinion of the desirability of setting forth in specific 
language veterans’ organizations to be accredited for this purpose by 
the United States Civil Service Commission. 

The Civil Service Commission, with the concurrence of the Bureau 
of the Budget, transmitted the following letter offering no objection 
to the enactment of S. 831: 


Unirep States Crvit SeErvicE COMMISSION, 
Washington 25, D. C., March 1, 1951. 
Hon. Ouin D. JouHNstTon, 
Chairman, Committee on Post Office and Civil Service, 
Senate Office Building, United States Senate 

Dear SENATOR JoHNstToNn: This is in further re ference to your request of 
February 9, 1951, for a report of the Commission’s views on 8 . 831, a bill to amend 
the Veterans’ Preference Act of 1944, as amended, so as to provide for designated 
representatives thereunder of certain veterans’ orgs unizations. 

The bill provides that an appellant under sections 12 and 14 of the Veterans’ 
Preference Act of 1944, as amended, may choose as his or her designated repre- 
sentative an accredited representative of certain named veterans’ organizations 
or of other veterans’ organizaiions incorporated or recognized by act of Congress 
or recognized as such by the Commission under such rules and regulations as it 
may prescribe. The Commission is authorized to prescribe rules and regulations 
for the conduct by such organizations and representatives of their duties, to 
withdraw from any such organization or representative its recognition for failure 
to comply with the rules and regulations, and to restore any such recognition 
which has been withdrawn under such terms and condi‘ions as it may deem 
necessary. The provisions of the bill appear to be quite similar to the provisions 
of the Commission’s regulations on this subject (5 C. F. R., pt. 33). 

It is noted that the language of the bill is permissive rather than mandatory. 
Appellants may choose a representative from one of the veterans’ organizations, 
but are not restricted in their choice of representatives to the veterans’ organiza- 
tions. 

It is noted further that the bill has incorporated a recommendation made by the 
Commission with respect to 8. 3734, Eighty-first Congress, and expressly author- 
izes the Commission to withdraw recognition for the failure of an organization or 
representative to comply with the rules and regulations issued by the Commission. 

The Commission would have no objection to the enactment of this bill. 

We have been advised by the Bureau of the Budget that there would be no 
objection to the submission of this report. 

By direction of the Commission: 

Sincerely yours, 
Harry B. Mitcue.yi, Chairman. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4), rule XXIX, of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Titte 5, Unirep States Cope, Crapter 17, Section 863 


Sec. 14 (a) No permanent or indefinite preference eligible, who has completed 
a@ probationary or trial period employed in the civil service, or in any establish- 
ment, agency, bureau, administration, project, or department, hereinbefore 
referred to shall be discharged, suspended for more than thirty days, furloughed 
without pay, reduced in rank or compensation, or debarred for future appointment 
except for such cause as will promote the efficiency of the service and for reasons 
given in writing, and the person whose discharge, suspension for more than thirty 
days, furlough without pay, or reduction in rank or compensation is sought 
shall have at least thirty days’ advance written notice (except where there is 
reasonable cause to believe the employee to be guilty of a crime for which a 
sentence of imprisonment can be imposed), stating any and all reasons, specifically 





REPRESENTATIVES OF VETERANS’ ORGANIZATIONS IN APPEALCASES 3 


and in detail, for any such proposed action; such preference eligible shall be 
allowed a reasonable time for answering the same personally and in writing, and 
for furnishing affidavits in support of such answer, and shall have the right to 
appeal to the Civil Service Commission from an adverse dec ision of the adminis- 
trative officer so acting, such appeal to be made in writing within a reasonable 
length of time after the date of receipt of notice of such adverse decision: Provided, 
That such preference eligible shall have the right to make a personal appearance, 
or an appearance through a designated representative, in accordance with such 
reasonable rules and regulations as may be issued by the Civil Service Commission; 
after investigation and consideration of the evidence submitted, the Civil Service 
Commission shall submit its findings and recommendations to the proper admin- 
istrative officer and shall send copies of same to the appellant or to his designated 
representative: Provided further, That the Civil Service Commission may declare 
any such preference eligible who may have been dismissed or furloughed without 
pay to be eligible for the provisions of section 15 hereof. 

(b) Any appellant under section 12 of this Act or under this section may choose as 
his or her designated representative an accredited representative of any of the following 
velerans’ organizations: American Legion; - erans of Foreign Wars of the United 
States; AMVETS— American Veterans of } Vorld War II; Inited Spanish War 
Veterans; American Veterans’ Committee, Inc.; Disabled American Veterans; 
Marine Corps Leaque; Army Mutual Aid Association; Army and Navy Union, 
U.S. A.; Blinded Veterans’ Association; Catholic War Veterans of the United States 
of 2 America; Coast Guard Leaque; Fleet Reserve Association; Italian-American World 
War Veterans of the United States; Jewish War Veterans of the United States; Mili- 
tary Order of the Purple Heart; Military Order of the World Wars; National Sociely— 
Army of Philippines; National Tribune; Navy Mi tual Aid Association; Re qular 
Veterans’ Association; Disabled Emergency Officers of the World Wars; United 
Indian War Veterans, U.S. A.; Grand Army of the Republic; and any other veterans’ 
organization incorporated or recognized by Act of Congress or recognized as such by 
the United States Civil Service Commission under such rules and regulations as it 
may prescribe for such purpose. The Civil Service Commission— 

(1) shall prescribe such rules, regulations, and standards as it shall deem 
appropriate for the conduct by such organizations and accredited representatives 
thereof of their duties pursuant to such sections; and 

(2) may withdraw from any such organization or any accredited representa- 
tive thereof its recognition pursuant to this section for the failure of such organiza 
tion or accredited representative to comply with such rules, regulations, and 
standards, and thereafter may restore such recognition to any such organization 
or accredited representative under such terms and conditions as the Commission 
shall deem necessary io insure future compliance by such organization or 
accredited representative with such rules, regulations, and standards. 


O 
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Sir McGy. ELLAN, from the Committee on Expenditures in the 
= Executive Departments, submitted the following 
a 


> & 
ee. 


I REPORT 
[To accompany &. 718] 


The Committee on Expenditures in the Executive Departments, to 
whom was referred the bill (S. 718) to authorize the lease and purchase 
by the United States of the Young Men’s Christian Association 
Building and premises in Phoenix, Ariz., having considered the same, 
report favorably thereon with an amendment, and recommend that 
the bill do pass. 

The amendment adopted by the committee is the insertion of the 
following new sentence on page 2, line 15: “The rentals and the 
purchase price to be paid by the United States pursuant to this Act 
shall not exceed $290,000 in the aggregate.’’ This amendment is 
intended to place a limitation or ceiling on the purchase price so that 
the General Services Administration will not exceed $290,000 as 
payment for the property, including principal and interest. 


GENERAL STATEMENT 


The purpose of the bill is to authorize the Administrator of General 
Services to negotiate and enter into a lease-purchase agreement provid- 
ing for the lease to the United States for a term of 5 years, the Young 
Men’s Christian Association Building and premises in Phoenix, Ariz., 
as particularly described in the bill. Under the lease-purchase agree- 
ment title to the property would vest absolutely in the United States 
upon the expiration of the 5-year term. 

This bill will permit the Administrator of General Services to 
execute a lease-purchase agreement with the YMCA officials. How- 
ever, it is discretionary and does not bind the Government to enter 
into such a lease unless the Administrator, upon appraisal of the 
property, deems it advantageous for the Government to acquire the 
property under the authorized lease-purchase agreement. 








2 LEASE AND PURCHASE OF THE Y. M. C. A. IN PHOENIX, ARIZ. 


The property covered by this bill consists of a lot 140 by 220 feet, 
located on the northeast corner of Second Avenue and Monroe,Strect, 
in Phoenix, Ariz. There are approximately 31,000 square feet in the 
parcel of land on which a three-story brick and stuceo building is 
located which contains about 27,000 square feet of usable office space. 
The building was constructed in 1909, and except for wear and tear, 
is in excellent condition and structurally sound. This property is in 
the downtown business area of the city of Phoenix. It is adjacent to 
the Federal building, Water Users Association property, and a city 
park, which make up the entire area of block 93. 

The General Services Administration has informed your committee 
that additional space for the accommodation of Federal agencies is 
presently required in Phoenix. The need for additional space is for 
housing permanent Federal agencies located in that city. The 
Administration reported that it is familiar with the property which 
is the subject of the bill and believes that the acquisition of the prop- 
erty by the United States would materially aid in meeting present and 
future space requirements of the Government. 

Your committee was informed that at present the Federal Govern- 
ment leases 83,700 square feet of office space, in the city of Phoenix, 
and pays $148,326 per annum as rental for such space. The minimum 
Federal rental is 60 cents per square foot and the maximum is in excess 

of $3 per square foot per annum. The average cost of the space is 
approximately $1.77 per square foot per annum. Should this bill be 
approved it is proposed to vacate the high-cost space rented from 
private concerns and move such employees together with other ex- 
panded Federal activities into the YMCA Building. 

The committee understands that there is need for providing approxi- 
mately 154,000 additional square feet of space for Government 
activities, exclusive of the postal service, over and above the combined 
capacity of the present United States Post Office Building and United 
States Courthouse to meet the over-all permanent requirements of 
the Government in Phoenix. The committee is therefore of the 
opinion that the acquisition of the Young Men’s Christian Association 
Building, to provide 27,000 square feet for immediate use, and the site 
for future expansion, would facilitate the consolidation of Federal 
agencies into a central area in Phoenix. 

The lease-purchase arrangements provided for by the bill would 
afford a flexible and convenient method of acquisition of the property, 
which could not be put into effect without the exception (provided for 
in sec. 1 of the bill) from the inhibition contained in section 322 of the 
80- -called Economy Act of June 30, 1932 (47 Stat. 412, 40 U.S. C. 

278z), as amended, upon payment of rental for buildings occupied for 
Government purposes in excess of the per annum rate of 15 percent 
of the fair market value of the rented premises at the date of the lease, 
nor permit the expenditure of appropriated funds for procurement of 
real property, unless specifically authorized by Congress. 

The purchase price indicated in this bill is based on an appraisal 
made in 1947 by a local real estate committee appointed for the pur- 
pose of making an independent appraisal. 

The YMCA officials indicated that they would prefer selling the 
property to the Government because of its close proximity to the 
Federal Building. However, since the committee recognized the 
general increase in the value of real property in Phoenix together with 
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the fact that any lease-purchase arrangement entered into would not 
carry interest, it seemed equitable to place a maximum of $290,000 as 
the purchase price of the property. 


CONCLUSION 


‘To summarize the need for the legislation it may be stated (1) that 
the annual rental proposed under this bill will exceed the 15 percent 
maximum annual rent of the fair market value of the arene rt y rented 
as restricted under section 322 of the Economy Act of 1932, and (2) 
there is no authority of law which will authorize the ( SA to execute 
a lease- puro ‘hase agreement, nor permit the expenditure of appropri- 
ated funds for procurement of real property, unless specifically author- 
ized by Congress. 

ANALYSIS OF S. 718 


Section 1 would authorize the Administrator of General Services, 
without regard to the provisions of section 322 of the act of June 30, 
1932, as amended, to negotiate and enter into a lease-purchase agree- 
ment providing for the lease to the United States for a term of 
years, the Young Men’s Christian Association Building and premises 
in Phoenix, Ariz. , as particularly described in section 1, together with 
all structures thereon and appurtenances thereto, an d providing 
further for the vesting in the United States absolutely of title to the 
leased property upon expiration of the 5-year term. 

Section 2 provides that the agreement shall provide for the ‘‘payment 
of rental and other consideration” in such amounts and at such times 
and shal! contain such other terms and conditions as the Administrator 
of General Services in his discretion shall deem to be in the best interest 
of the United States. The Bureau of the Budget in its letter of Feb- 
muons 16, 1951, conveying its view to the chairman of the committee 
on S. 718 stated that it would appear desirable for the term ‘other 
Spiatine god’ ’ in section 2 to be clarified “‘so as to assure that the 
amount authorized to be paid by the Government shall not exceed the 
5-year rental figure.” The committee has adopted an amendment 
providing that “The rentals and the purchase price to be paid by the 
United States pursuant to this Act shall not exceed $290,000 in the 
aggregate.’’ The payments which would be made by the Government 
would consist not only of rental in the strict sense of that term but 
would also include moneys on account of the purchase price of the prop- 
erty as well also as payments in respect of insurance, etc. The com- 
mittee is not therefore apprehensive of the likelihood of any excess 
amounts being paid by the Administrator of Generali Services, and 
believes that it will be advantageous to leave to his discretion the work- 
ing out of the necessary incidents of the lease-purchase agreement in 
the flexible manner authorized by section 2. 

The first part of section 3 requires that payments becoming due 
from the Government in pursuance of any agreement entered into 
under the authority of the measure shall be paid from appropriations 
available to the General Services Administration for the payment of 
rents. The second part of section 3 authorizes appropriation of such 
additional funds as may be necessary to- provide for such payments. 
Thus the section impresses the committee as being sound and business- 
like in its provisions. 
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AGENCY COMMENTS 


' This proposal has been submitted to the General Services Adminis- 
tration, Bureau of the Budget, and General Accounting Office for their 
views as to the merit and propriety of the proposed legislation. All of 
these agencies have reported favorably on the bill. 

There is attached hereto and made a part of this report letters 
received by the chairman from the Acting Comptroller General of 
the United States, the Acting Administrator of General Services, 
and the Director of the Bureau of the Budget: 


COMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington, February 9, 1951. 
Hon. Jonn L. McCue nan, 
Chairman, Committee on Expenditures in the Executive Departments, 
United States Senate. 

My Dear Mr. CuHarrMan: Reference is made to your letter of January 31, 
1951, acknowledged by telephone February 2, 1951, requesting the views of this 
Office as to the merits of S. 718, Eighty-second Congress, entitled ‘“‘A bill to 
authorize the lease and purchase by the United States of the Young Men’s Chris- 
tian Association Building and premises in Phoenix, Ariz.” 

Section 1 of the bill would authorize the Administrator, General Services Ad- 
ministration, to negotiate and enter into a 5-year lease-purchase agreement for 
the Young Men’s Christian Association Building and premises, Phoenix, Ariz., 
without regard to the provisions of section 322 of the Economy Act of June 30, 
1932 (47 Stat. 412), said lease-purchase agreement to provide further for the 
vesting of title to the leased premises in the United States absolutely upon the 
expiration of the 5-year term. Section 2 provides that the agreement authorized 
by section 1 shall provide for the payment of rental and other consideration in 
such amounts and at such times and shall contain such other terms and conditions 
as the Administrator of General Services Administration, in his discretion, shall 
deem to be in the best interest of the United States. Section 3 provides that 
payments that shall become due from the United States pursuant to any agree- 
ment entered into under authority of the act shall be paid from appropriations 
available to General Services Administration for the payment of rents and author- 
izes the appropriation of such additional funds as may be necessary to provide 
for such paymenis. 

This Office has no information as to the need or desirability of the proposed 
legislation and, therefore, I make no recommendation with respect to the enact- 
ment of S. 718. 

Sincerely yours, 
Frank L. YATEs, 
Acting Comptroller General of the United States. 


GENERAL SERVICES ADMINISTRATION, 
Washington, February 20, 1951. 
Hon. Joun L. McCie.ian, 
Chairman, Commitiee on Expenditures in the Executive Departments, 
United States Senate, Washington, D. C. 


Dear SENATOR McCLexuan: Reference is made to your letter of January 31, 
1951, in which you request the opinion of the General Services Administration 
as to the merits of 8. 718, a bill to authorize the lease and purchase by the United 
States of the Young Men’s Christian Association Building and premises in Phoenix, 
Ariz. 

The bill proposes to authorize the Administrator of General Services to nego- 
tiate and enter into a lease-purchase agreement providing for the lease to the 
United States for a term of 5 years of the Young Men’s Christian Association 
Building and premises in Phoenix, Ariz., as particularly described in the bill, and 
providing further for the vesting in the United States absolutely of title to the 
leased property upon expiration of the 5-year term. The agreement would con- 
tain such terms and conditions governing payments and other obligations as the 
Administrator may deem to be in the best interest of the United States. 
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Additional space for the accommodation of Federal agencies is presently 
required in Phoenix, and the need is not regarded as temporary. This Adminis- 
tration is familiar with the property which is the subject of S. 718, and believes 
that acquisition of the property by the United States would go far toward meeting 
requirements. The lease-purchase arrangement provided for by the bill affords 
a flexible and convenient mode of acquisition, which could not be put into effect 
without the exception (provided for in sec. 1 of the bill) from the inhibition con- 
tained in section 322 of the act of June 30, 1932, upon payment of rental for 
buildings occupied for Government purposes in excess of the per annum rate of 15 
percent of the fair market value of the rented premises at the date of the lease. 

The General Services Administration. reeommends favorable report by your 
committee on 8. 718 and early enactment thereof by the Congress. 

The Bureau of the Budget, in advising that there is no objection to the sub- 
mission of this report to your committee, has informed us that the Director of 
the Bureau is writing to you regarding the bill. 

Sincerely yours, 
RUSSELL FORBES, 
Acting Administrator. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., February 16, 1951. 
Hon. Joun L. McC.Letian, 
Chairman, Committee on Expenditures in the Executive Departments, 
United States Senate, Washington, D. C. 

My Dear Senator McCie.ian: This is in reply to your letter of January 31, 
1951, requesting my views with respect to S. 718, a bill to authorize the lease 
and purchase by the United States of the Young Men’s Christian Association 
Building and premises in Phoenix, Ariz. 

The Administrator of General Services has been advised this date that there 
would be no objection to the presentation of his proposed favorable report on 
the bill which would authorize the acquisition by the Federal Government of the 
property in question under a 5-year lease-purchase agreement without regard to 
the provisions of section 322 of the act of June 30, 1932, limiting the rental which 
may be paid by the Government to a rate not in excess of 15 percent of the fair 
market value of the property. 

It is noted that under section 1 of the bill, title to the leased property vests 
absolutely in the United States upon expiration of the 5-year term, and that sec- 
tion 2 thereof provides for the payment of rental and ‘‘other consideration.” 
It would appear desirable that the term “other consideration’’ be clarified so as 
to assure that the amount authorized to be paid by the Government shall not 
exceed the 5-year rental figure. 

In connection with this bill, I may say that the Administrator of General 
Services is now giving consideration to proposing a general measure which would 
authorize the Government to enter into long-term lease-purchase agreements. 
While the development of such general legislation might permit ultimate accom- 
plishment of the objective of S. 718, and would, of course, be preferable to separate 
legislation such as this bill, the committee may desire to give immediate con- 
sideration to S. 718 in view of the present availability of this particular property. 

Sincerely yours, 
F. J. Lawton, Director. 


APPENDIX 


For ready reference there is attached hereto and made a part of this 
report section 322 of the act of June 30, 1932, which prohibits leasing 
of real property in excess of 15 percent of fair market value of the 
rental premises: 


LEASE OF BUILDINGS TO GOVERNMENT; MAXIMUM RENTAL 


After June 30, 1932, no appropriation shall be obligated or expended for the 
rent of any building or part of a building to be occupied for Government pur- 
poses at a rental in excess of the per annum rate of 15 per centum of the fair market 
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value of the rented premises at date of the lease under which the premises are to be 
occupied by the Government nor for alterations, improvements, and repairs of 
the rented poorees in excess of 25 ~ centum of the amount of the rent for the 
first year of the rental term, or for the rental term if less than one year: Provided, 
That the provisions of this section shall not apply to leases made prior to June 30, 
1932, except when renewals thereof are made after such date, nor to leases of 
premises in foreign countries for the foreign services of the United States: Provided 
further, That the provisions of this section as applicable to rentals, shall apply 
only where the rental to be paid shall exceed $2,009 perannum. (June 30, 1932, 
ch. 314, § 322, 47 Stat. 412; Mar. 3, 1933, ch. 212, title IT, § 15, 47 Stat. 1517.) 


O 
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REPORT 


[To accompany H. R. 1613] 


The Committee on Finance, to whom was referred the bill (H. R 
1613) to amend section 2883 (d) of the Internal Revenue Code as 
amended by Public Law 448, Eighty-first Congress, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 

By virtue of this act, the Committee on Finance accepts the report 
of the Committee on Ways and Means as follows: 


GENERAL STATEMENT 


The purpose of this bill is to provide that vodka of any proof may 
be transferred in bond by pipeline from receiving cisterns in distilleries 
direct to storage tanks in an internal-revenue-bonded warehouse 
located on the bonded premises where produced, or located con- 
tiguous thereto. The bill would also provide that such vodka may, 
upon tax payment, be transferred by pipeline from distillery receiving 
cisterns and from such warehouse storage tanks to a contiguous 
tax-paid bottling house or rectifying plant. These privileges have 
been accorded gin of any proof under Public Law 448, Eighty-first 
Congress. Since the characteristics of gin and vodka are quite 
similar, your committee believes that similar provisions should be 
enacted as to vodka. 

The purpose of Public Law 448 was to modernize the requirements 
and procedures for the warehousing and tax payment of domestically 
distilled spirits by providing for the use of tax-stamp machines and 
other devices as an alternative method of paying the tax, and it 
applied substantially the same principles of taxation for distilled 
spirits which had been authorized previously by Congress in the case 
of fermented malt liquors in Public Law 261, Eighty-first Congress. 
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Vodka is a beverage distilled spirit comparable to gin with respect 
to manufacture and the lack of necessity for aging for an extended 
period. Like gin, it is not warehoused in plain or charred wooden 
casks or packages to perfect its quality for marketing, as are other 
beverage distilled spirits. 

Except with respect to gin, and rum for denaturation, section 2883 
now authorizes only spirits of 160° of proof or more to be transferred 
by pipeline from distillery receiving cisterns to warehouse storage 
tanks. Your committee believes that it is proper to draw a distinction 
between the warehousing and vodka and gin of less than 160° of proof 
in storage tanks in a bonded warehouse located on or contiguous to 
the distillery premises and the warehousing of other distilled spirits 
of similar proof in such storage tanks. If vodka produced at a proof 
of less than 160° were permitted to be transferred by pipeline into 
storage tanks in an internal revenue bonded warehouse located on or 
contiguous to the distillery premises, and later, upon tax payment, 
transferred by pipeline to proper contiguous premises, a saving of 
time and money to both the industry and the Government would 
result. 

This legislation passed the House in the Eighty-first Congress by 
unapimous consent on September 18, 1950, as H. R. 7932, House 
Report No. 2933. It was favorably reported to the Senate by the 
Senate Committee on Finance but was not acted upon in the Senate. 

The Treasury Department has advised your committee that it does 
not object to the enactment of this legislation. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 
brackets; new matter is printed in italics; existing law in which no 
change is proposed. is shown in roman): 


INTERNAL REVENUE CoDE 


Sec. 2883. TRANSFER oF Sprrits AT REGISTERED DISTILLERIES. 

(a) 7 * * 

(b) * *» cS 

(c) * . 7 

(d) TRANSFER oF [cGIN.] ery snp ropxa.—Gin and vodka of any proof may 
be transferred in bond by means of pipe lines from receiving cisterns in distilleries 
direct to storage tanks in the internal-revenue-bonded warehouse located on the 
bonded premises where produced, or located contiguous thereto, and be ware- 
housed in such storage tanks. [Such gin may, upon tax payment,] Upon tax 
payment, gin and vodka of any proof may be transferred by pipe line from receiving 
cisterns in distilleries, or from storage tanks in internal-revenue-bonded warehouses 
located on or contiguous to the bonded premises of the producing distillery, to a 
contiguous tax-paid bottling house or rectifying plant. 


0 
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REPORT 
{To accompany H. R. 2746] 


The Committee on Finance, to whom was referred the bill (A. R. 
2746), to amend section 2883 (b) of the Internal Revenue Code, 


as amended by Public Law 448, Eighty-first Congress, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the bill do pass. 

By virtue of this act, the Committee on Finance accepts the report 
of the Committee on Ways and Means as follows: 


PURPOSE 


The bill would amend section 2883 (b) of the Internal Revenue 
Code, as amended by Public Law 448, Eighty-first Congress, so as to 
permit the transfer of fortifying spirits of 160 degrees of proof or more 
by pipeline from storage tanks in any internal revenue bonded ware- 
house to the fortification rooms of contiguous wineries, effective on 
the thirtieth day following the date of the enactment of this act. 


GENERAL STATEMENT 


Public Law 448 amended section 2883 (a) of the Internal Revenue 
Code by permitting the transfer of any distilled spirits of 160 degrees 
of proof or more by tank car from registered or fruit distilleries to 
storage tanks in any internal revenue bonded warehouse irrespective 
of whether or not the warehouse is located on the premises of the pro- 
ducing distiller. However, under section 2883 (b), as amended by 
Public Law 448, it is only where such bonded warehouse is located on 
the premises of the producing distiller that the further transfer by 
pipeline of such fortifying spirits to the fortification rooms of con- 
tiguous wineries is permitted. This bill would permit transfer by 
pipeline of such fortifying spirits from an internal revenue bonded 
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warehouse to a contiguous winery where such bonded warehouse is not 
located on the premises of the producing distiller. 

Your committee has been advised that enactment of this bill would 
grant a desirable privilege to the winery industry. At the present 
time, in order to transfer fortifying spirits from a storage tank in a 
bonded warehouse off the distillery premises into a tank in the forti- 
fication room of a contiguous winery, it is necessary to draw the spirits 
into a tank car or into drums or other portable containers and then 
transfer the filled tank car, drums,or containers to the winery and 
empty the fortifying spirits into a tank in the wine-fortification room. 
By authorizing the use of a pipeline for such transfers where the 
winery is contiguous to an internal revenue bonded warehouse the 
bill would simplify the transfer of the spirits. 

The Treasury Department has advised your committee that it has 
no objection to the bill and that its enactment would simplify and 
facilitate the transfer of fortifying spirits. The Treasury Department 
also states that enactment would not cause any additional administra- 
tive expense nor create any administrative problems. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 
brackets; new matter is printed in italics; existing law in which no 
change is proposed is shown in roman): 


INTERNAL REVENUE CopDE 


Sec. 2883. TRANSFER OF Spirits AT REGISTERED DISTILLERIES. 

(a) os Oo * 

(b) TRANSFER OF FORTIFYING SPIRITS.—Fortifving spirits of one hundred and 
sixty degrees of proof or more may be transferred by pipeline from registered fruit 
distilleries and receiving cisterns in such distilleries to the fortification rooms of 
contiguous wineries or to storage tanks in the internal revenue bonded warehouse 
located on the distillery premises where the spirits were [produced, or from such 
storage tanks to the fortification rooms of contiguous wineries.] produced. Forti- 
fying spirits of one hundred and sixty degrees of proof or more may also be transferred 
by pipeline from storage tanks in any internal revenue bonded warehouse to the 
fortification rooms of contiguous wineries. 


O 
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REPORT 
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The Committee on Finance, to whom was referred the joint resolu- 


tion (H. J. Res. 253) to permit articles imported from foreign coun- 
tries for the purpose of exhibition at the Japanese Trade Fair, Seattle, 
Wash., to be admitted without payment of tariff, and for other pur- 
poses, having considered the same, report favorably thereon without 
amendment and recommend that the joint resolution do pass. 

By virtue of this act, the Committee on Finance accepts the report 
of the Committee on Ways and Means as follows: 


GENERAL STATEMENT 


This joint resolution follows the pattern of previous legislation en- 
acted by the Congress in connection with various international 
exhibitions, expositions, and fairs held in the United States. It has 
long been the policy of the Congress to facilitate the participation of 
foreign countries in international expositions held in the United States 
by permitting articles intended for display at these expositions to be 
entered free of import duties and charges under safeguarding regula- 
tions of the Secretary of the Treasury. 

The Japanese Trade Fair is to be held at Seattle, Wash., from June 
17 to July 3, 1951, inclusive, by the International Trade Fair, Inc. 
This corporation, in the interest of greater international collaboration 
in the interchange of newly developed products, will assemble a num- 
ber of products from the Far East for the purpose of educating the 
American people concerning these items. 

The joint resolution provides that the imported articles shall not 
be subject to marking requirements of the general tariff laws except 
when such articles are withdrawn for consumption or use in the 
United States. Articles so admitted may be lawfully sold at any time 
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during or within 3 months after the close of the trade fair, subject to 
such regulations for the security of the revenue and for the collection 
of import duties as the Secretary of the Treasury shall prescribe. 

The language of the resolution is identical in terms with that 
approved in earlier legislation providing for the free importation of 
goods for display at other expositions or world fairs. 


O 
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REPORT 


(To accompany H. R. 2192] 


The Committee on Finance, to whom was referred the bill (H. R. 
2192) to amend section 313 (b) of the Tariff Act of 1930, having 


. . > 
considered the same, report favorably thereon with amendments and 
recommend that the bill do pass. 


The committee amendments are as follows: 


On page 1, line 5, and on page 2, lines 3, 7, and 9, delete the word 
“draw-back” and insert in lieu thereof the word “drawback” 

On page 1, line 6, and on page 2, line 4, delete the semicolon follow- 
ing the word ‘ ‘sugar’ ’ and in each case insert in lieu thereof the 
Slowing: “ , or” 

Sp page 1, lines 6 and 7 7, and on page 2, line 5, delete the semicolon 
followtg the word “metal” wherever it appears and in each case 

insert in lieu thereof the following: ‘, or’ 

On page 1, line 7, and on page 2 2, lines 5 and 6, strike out the words 
“flaxseed and linseed, and flaxseed and”’ and in each case insert in 
lieu thereof the following: “flaxseed or linseed, or flaxseed or’’. 

On page 2, line 10, delete the comma following the word ‘‘ merchan- 
dise’’. 

GENERAL STATEMENT 


The purpose of this bill is to extend to flaxseed and linseed and 
flaxseed and linseed oil the privilege of substitution for draw-back of 
duties paid on these items in certain cases. This would be accomp- 
lished by amending section 313 (b) of the Tariff Act of 1930. 

At present, section 313 (b) of the Tariff Act of 1930 permits substi- 
tution for draw-back purposes in the case of sugar, nonferrous metals, 
and ores containing nonferrous metals. This section provides that if 
imported duty-paid sugar or nonferrous metal, or ore containing 
nonferrous metal, and duty-free or domestic merchandise of the same 
kind and quality, are used in the manufacture or production of articles 
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within a period not to exceed 1 year from the receipt of such imported 
merchandise by the manufacturer or producer of such articles, there 
shall be allowed upon the exportation of any such articles, notwith- 
standing the fact that none of the imported merchandise may actually 
have been used in the manufacture or production of the exported 
articles, 4n amount of draw-back equal to that which would have 
been allowable had the sugar or nonferrous metal, or ore containin 

nonferrous metal, used therein been imported; but that the tota 
amount of draw-back allowed upon the exportation of such articles, 
together with the total amount of draw-back allowed in respect of 
such imported merchandise under any other provision of law, shall not 
exceed 99 percent of duty paid on such imported merchandise. 

Section 313 (a) of the Tariff Act of 1930 presently allows a refund 
as draw-back of 99 percent of duties paid on imported merchandise 
used in the manufacture of articles exported from the United States 
except imported wheat made into flour or byproducts. 

Section 313 (b) made special provision for sugar, nonferrous metals 
and ore containing nonferrous metals due to the expense and difficul- 
ties encountered in identifying such imported merchandise in the 
completed article. 

The same expense and difficulties are experienced in the case of 
flaxseed and linseed and flaxseed and linseed oil and your committee 
feels that the same privilege of substitution for draw-back purposes 
should be made applicable to these products. 

This bill would add flaxseed and linseed and flaxseed and linseed 
oil to section 313 (b) and the same provisions would be applicable as 
are now applicable to sugar and nonferrous metals. 

The amendments accepted by the committee are to clarify and 
perfect the language of the bill. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill ar 
shown as follows (existing aw proposed to be omitted is enclose¢,n 
black brackets; new matter is printed in italics; existing law 1 iD Which 
no change is proposed i is shown in roman): 


Section 313 (8) or THE Tarirr Act or 1930 


(b) SUBSTITUTION FOR DRAWBACK PURPOSES.—If imported duty-paid sugar, or 
nonferrous metal, or ore containing nonferrous metal, or flazseed or linseed, or 
flaxseed or linseed oil, and duty free or domestic merchandise of the same kind 
and quality are used in the manufacture or production of articles within a period 
not to exceed one year from the receipt of such imported merchandise by the man- 
ufacturer or producer of such articles, there shall be allowed upon the exportation 
{(or shipment to the Philippine Islands) ] of any such articles [,]; notwithstand- 
ing the fact that none of the imported merchandise may actually have been used 
in the manufacture or production of the exported articles, an amount of drawback 
equal to that which would have been allowable had the sugar, or nonferrous 
metal, or ore containing nonferrous metal, or flaxseed or linseed, or flaxseed or 
linseed oil, used therein been imported; but the total amount of drawback allowed 
upon the exportation of such articles, together with the total amount of drawback 
allowed in respect of such imported merchandise under any other provision of law, 
shall not exceed 99 per centum of the duty paid on such imported merchandise. 
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REPORT 


[To accompany H. R. 2416] 


The Committee on Finance, to whom was referred the bill (H. R. 
2416) relating to exclusion from income of income from discharge of 
indebtedness, having considered the same, report favorably thereon 
with amendments and recommend that the bill, as amended, do pass. 

The — e amendments gre as follows: 

On page line 5, insert before ‘‘taxable years’’ the following: 
“discharge of ‘indebte dness occ urring within”’ 

On page 2, strike out all after “(2)” in line 1 and all that follows 
through Tine 4 4, and insert in lieu thereof the ete “by striking 
out the last sentence thereof.’ 

The amendmerts made by your committee are technical amend- 
ments which clarify the effective date of the bill so as to mi ake it 
clear that nothing in the bill affects the application of section 22 (b) (9) 
of the code for taxable years ending before January 1, 105i. This 
bill does not change the law with respect to the effective date of 
changes made in section 22 (b) (9) by the Revenue Act of 1942. 


GENERAL STATEMENT 


H. R. 2416 provides for the permanent enactment of section 22 
(b) (9) of the Internal Revenue Code and for the extension of section 

2 (b) (10) of the code for a 3-year period. Under present law, both 
a these provisions would expire automatically on December 31, 1951. 

Section 1 of the bill amends section 22 (b) (9) of the code to make 
such temporary provision permanent. Section 22 (b) (9) excludes 
from gross income, in the case of a corporation, the amount of income 
attributable to the discharge of indebtedness evidenced by a bond, 
debenture, note, certificate, or other evidence of indebtedness. The 
exchusion is applicable only if the corporation consents to a reduction 
in the basis of its properties under section 113 (b) (3) in accordance 
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with the regulations then in effect. The reduction of basis under 
section 113 (b) (3) is in an amount equal to the income excluded under 
section 22 (b) (9). In the event an amount is excluded from gross 
income under these provisions, an adjustment is made for unamortized 
premium or unamortized discount on the discharged obligation. 

The Secretary of the Treasury has authority under section 113 (b) 
(3) to prescribe regulations which will set forth rules under which the 
adjustment to basis shall be made. Existing regulations (sec. 29.113 
(b) (3)-1 of Regulations 111) provide that an amount equal to the 
excluded income is first to be applied in reduction of the basis of the 
specific property (other than inventory, notes, or accounts receivable) 
in the acquisition of which the indebtedness was incurred. The 
reduction of basis in such case merely reflects an adjustment in the 
purchase price of the property. The reduction of beaks under the 
regulations is then successively applied to the following classes of 
property: (1) Property securing the indebtedness, (2) other property 
of the taxpayer, and finally (3) inventory and accounts and notes 
receivable. Within these classes, the reduction in basis is applied 
proportionately to the property included in the class without regard 
to whether the property is depreciable or nondepreciable. In order 
to assure that the exclusion of income by operation of section 22 (b) 
(9) may result only in a temporary postponement of the tax liability, 
your committee understands that the Secretary of the Treasury will 
require by regulations that, with respect to future discharges of in- 
debtedness, after adjustment of the basis of certain property ac- 
quired with the purchase money indebtedness, whatever reduction 
in basis of property remains to be taken under section 113 (b) (3) will 
be taken, in general, against depreciable property or property subject 
to cost depletion and only as a last resort against nondepreciable 
property. Thus, in general, it is intended that a reduction in the 
basis of seahanmiciale property will be made only after the exhaus- 
tion of depreciable property or property subject to cost depletion. 
This provision will assure the collection within a reasonable time of 
the taxes postponed and will, therefore. have no appreciable, long-run 
effect on the revenue. 

The bill makes a technical amendment to section 22 (b) (9) to allow 
for greater flexibility as to the time for filing the required consent to 
a reduction of basis. Under the present law, the taxpayer must file 
its consent with its return for the taxable year. The bill amends the 
section to provide that the consent shall be filed at such time as the 
Secretary of the Treasury may prescribe. Under this amendment, 
the Department could continue to require that the consent be filed 
with the return in the ordinary case, but might make provision for 
filing of the consent at a later date in appropriate hardship cases. 
This amendment shall be effective with respect to taxable years ending 
after December 31, 1950. 

Section 2 of the bill extends for an additional 3-year period the 
exclusion provided for railroad corporations under section 22 (b) (10) 
of the code. Section 22 (b) (10) provides that the amount of income 
attributable to the discharge of any indebtedness of a railroad cor- 
poration, as defined in section 77 (m) of the National Bankruptcy 
Act, shall be excluded to the extent that such income is deemed to 
have been realized by a modification or cancellation of indebtedness 
pursuant to an order of:the court in a receivership proceeding or a 


INCOME FROM DISCHARGE OF INDEBTEDNESS 3 


proceeding under section 77 of the National Bankruptcy Act. Unlike 
section 22 (b) (9), section 22 (b) (10) does not require a reduction in 
the basis of the taxpayer’s properties as a condition to the exclusion 
of the income. The extension of the expiration date of section 
22 (b) (10) by the bill is to December 31, 1954. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule X XIX of the Standing Rules 
of the Senate, changes in existing law made by the bill are shown as 
follows (existing law proposed to be omitted is enclosed in black 
brackets; new matter is printed in italics; existing law in which no 
change is proposed is shown in roman): 


SECTION 22 OF THE INTERNAL REVENUE CopDE 


Sec. 22. Gross INcoME. 
(a) General Definition— * * * 
(b) Exclusions from Gross Income.—The following items shall not be included 
in gross income and shall be exempt from taxation under this chapter: 
(1) Life insurance—- * * * 
* * * * * . * 


(9) INCOME FROM DISCHARGE OF INDEBTEDNESS.—In the case of a corporation, 
the amount of any income of the taxpayér attributable to the discharge, within 
the taxable year, of any indebtedness of the taxpayer or for which the taxpayer 
is liable evidenced by a security (as hereinafter in this paragraph defined) [if the 
taxpayer makes and files at the time of filing the return, in such manner as the 
Commissioner, with the approval of the Secretary, by regulations prescribes, its 
consent] if the taxpayer, at such time and in such manner as the Secretary by regula- 
tions prescribes, makes and files its consent to the regulations prescribed under section 
113 (b) (3) then in effect. In such case the amount of any income of the tax- 
payer attributable to any unamortized premium (computed as of the first day of 
the taxable year in which such discharge occurred) with respect to such indebted- 
ness shall not be included in gross income and the amount of the deduction 
attributable to any unamortized discount (computed as of the first day of the 
taxable year in which such discharge occurred) with respect to such indebtedness 
shall not be allowed asa deduction. As used in this paragraph the term ‘‘security”’ 
means any bond, debenture, note, or certificate, or other evidence of indebtedness, 
issued by any corporation. [This paragraph shall not apply to any discharge 
occurring before the date of enactment of the Revenue Act of 1939, or in a taxable 
year beginning after December 31, 1951.] 

(10) INCOME FROM DISCHARGE OF INDEBTEDNESS OF A RAILROAD CORPORATION.— 
The amount of any income attributable to the discharge within the taxable 
year, of any indebtedness of a railroad corporation, as defined in section 77m 
of the National Bankruptcy Act, as amended, to the extent that such income 
is deemed to have been realized by reason of a modification in or cancellation 
in whole or in part of such indebtedness pursuant to an order of a court in a 
receivership proceeding or in a proceeding under section 77 of the National 
Bankruptcy Act, as amended. In such case the amount of any income of the 
taxpayer attributable to any unamortized premium (computed as of the first 
day of the taxable year in which such discharge occurred) with respect to such 
indebtedness shall not be included in gross income and the amount of the deduc- 
tion attributable to any unamortized discount (computed as of the first day 
of the taxable year in which such discharge occurred) with respect to such in- 
debtedness shall not be allowed as a deduction. Paragraph (9) shall not apply 
with respect to any discharge of indebtedness to which this paragraph applies. 
This paragraph shall not apply to any discharge occurring in a taxable year 
beginning after [December 31, 1951] December 31, 1954. 
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The Committee on Finance, to whom was referred the joint resotu- 
tion (H. J. Res. 73) amending chapter 26 of the Internal Revenue 
Code, having considered the same, report favorably thereon with an 
amendment, and recommend that the bill, as amended, do pass. 

The committee amendment is as follows: 

On page 4, strike the proviso beginning on line 7 with the word 
“and”, through line 12 ending with the word “‘warehouse’’, and insert 
in lieu thereof the following: 

And provided further, That sections 2836 and 2870 of the Internal Revenue Code 
shall not apply to the production or redistillation and removal of any such spirits; 
nor shall sections 2800 (a) (5) and 3250 (f) of the code apply to the redistillation 


or to the mingling at a distillery or an internal revenue bonded warehouse or 
in the course of removal, of any such spirits. 


GENERAL STATEMENT 


The purpose of the joint resolution is to permit the use of beverage 
distilled spirits for industrial purposes in connection with the synthetic- 
rubber program and other phases of the national preparedness pro- 
gram, and to make provision for appropriate safeguards and controls 
with respect to the withdrawal and movement of such spirits under 
regulations to be issued by the Secretary of the Treasury. This 
legislation is urgently needed because the accelerated production of 
synthetic rubber, as part of the expanded defense program, requires 
the use of large quantities of alcohol. 


DETAILED EXPLANATION 


The emergency provisions of chapter 26 of the Internal Revenue 
Code (sec. 2883 (c), (d), and (e)), which were enacted early in 1942 
and which permitted during World War II the utilization for in- 
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dustrial purposes of distilled spirits produced at beverage distilleries, 
were repealed by Public Law 448, approved February 21, 1950. It is 
again necessary to make available distilled spirits produced at bever- 
age distilleries for industrial use in the defense effort, under internal 
revenue safeguards. 

Under section 3331 of the Internal Revenue Code the Government 

may withdraw and is presently withdrawing beverage distilled spirits 
for emergency industrial use. However, this section of the law makes 
no provision for the transportation in bond, storage, denaturation, or 
redistillation of such spirits under internal revenue supervision, after 
withdrawal free of tax for Government purposes. The joint resolu- 
tion is designed to restore, with certain modifications found desirable 
as the result of experience during World War II, the emergency pro- 
visions formerly contained in subsections (c), (d), and (e) of section 
2883 of the Internal Revenue Code. 
_ Subsection (a) of the joint resolution would accomplish the follow- 
ing: 
(1) Permit the removal of distilled spirits of any proof from regis- 
tered distilleries, internal revenue bonded warehouses, industrial 
alcohol plants, and industrial alcohol bonded warehouse to any other 
such facility for any purpose deemed necessary to meet the require- 
ments of the national defense; 

(2) Permit the storage of distilled spirits in approved tanks in any 
internal revenue or alcohol bonded warehouse ; 

(3) Permit the withdrawal of distilled spirits of 160° of proof or 
more from any distillery, internal revenue bonded warehouse, indus- 
trial alcohol plant or alcohol bonded warehouse for any tax-free pur- 
pose authorized by sections 3100 to 3126, inclusive, of chapter 26 of 
the Internal Revenue Code; 

(4) Permit the transfer of tax liability and tax liens where distilled 
spirits are removed under the provisions of the section from one plant 
or warehouse to another plant or warehouse, except that where spirits 
are transferred to an internal revenue bonded warehouse no plant lien 
would, consistently with existing law, be transferred to such ware- 
house premises; 

(5) Make applicable the provisions of sections 2901 and 3113 in 
respect of losses of any distilled spirits transferred or removed for 
transfer under the subsection; and 

(6) Make inapplicable section 2836, which restricts hours for distill- 
ing, and sections 2800 (a) (5) and 3250 (f), relating to the rectification 
of spirits, in respect of the redistillation of such spirits at a distillery. 
It would also make inapplicable section 2870, which prohibits the re- 
moval of spirits from any distillery or internal revenue bonded ware- 
house at any time except during daylight hours. 

The proposed exemption from the provisions of sections 2836, 2800 
(a) (5), and 3250 (f) was not, in the opinion of the Treasury Depart- 
ment, broad enough to fully accomplish the purpose of the legislation. 
The exemption from section 2836 should apply to the production as 
well as the redistillation of any spirits within the scope of the bill, and 
the exemption from sections 2800 (a) (5) and 3250 (f) should also be 
extended expressly to permit the mingling of any such spirits at a 
distillery or internal revenue bonded warehouse or in the course of 
removal without incurrence of the taxes imposed in respect of rectifica- 
tion. In order to fully accomplish this purpose the last proviso of the 
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subsection (lines 7 to 12, inclusive, p. 4 of bill) was amended by the 
committee to read as follows: 

And provided further, That sections 2836 and 2870 of the Internal Revenue Code 
shall not apply to the production or redistillation and removal of any such spirits; 
nor shall sections 2800 (a) (5) and 3250 (f) of the code apply to the redistillation 
or to the mingling at a distillery or an internal revenue bonded warehouse or in 
the course of removal, of any such spirits. 

Subsection (b) of the proposed new section would authorize the 
Secretary of the Treasury temporarily to exempt proprietors of 
distilleries, internal revenue bonded warehouses, industrial alcohol 
plants and industrial alcohol bonded warehouses from any provision 
of the internal revenue laws relating to distilled spirits, except as to the 
tax thereon, whenever in his judgment it is deemed necessary to do so 
to meet the requirements of the national defense. 

Subsection (b) is the only significant difference between the joint 
resolution and the provisions of former section 2883 (c), (d), and (e). 
The only other difference which may be noted is that the joint resolu- 
tion would permit the transfer of alcohol to, and the storage thereof 
on, distillery or internal revenue bonded warehouse premises. 

Subsection (c) would provide that the authority conferred upon the 
Secretary of the Treasury by the proposed new section shall expire 5 
years from the date of enactment of the section. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXTX of the Standing 
Rules of the Senate, changes in existing law made by the joint resolu- 
tion are shown as follows (new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


CHAPTER 26 OF THE INTERNAL REVENUE CODE 
CuapTer 26—Liquor 


* * * * * * * 


SUBCHAPTER E-—MISCELLANEOUS GENERAL PROVISIONS 


* * * + * * * 
SEC. 3183. NATIONAL EMERGENCY TRANSFERS OF DISTILLED 
SPIRITS. 


.(a) Transrers Permitrrepv.—Under regulations prescribed by the Secretary, 
distilled spirits of any proof including alcohol (the term “‘ distilled spirits’’ or “‘ spirits’’ 
as hereinafter used in this section shall include alcohol) may be removed in bond in 
approved containers and pipelines from any registered distillery including a registered 
fruit distillery (such registered distillery and registered fruit distillery hereinafter 
referred to as “‘distillery’’), internal revenue bonded warehouse, industrial alcohol 

lant or industrial alcohol bonded warehouse to any distillery, internal revenue 

onded warehouse, industrial alcohol plant or industrial alcohol bonded warehouse 
for redistillation, or storage, or any other purpose deemed necessary to meet the 
requirements of the national defense: Provided, That any such distilled spirits may 
be stored in approved tanks in, or constituting a part of, any internal revenue bonded 
warehouse or industrial alcohol bonded warehouse: Provided further, That any such 
distilled spirits removed to an industrial alcohol plant or industrial alcohol bonded 
warehouse may be withdrawn therefrom if of a proof of one hundred and sixty degrees 
or more for any tax-free purpose, or upon payment of tax for any purpose, authorized 
by part II of subchapter C; and any such distilled spirits removed to a distillery or 
internal revenue bonded warehouse may be withdrawn therefrom if of a proof of one 
hundred and sixty degrees or more for any tax-free purpose authorized by part II of 
subchapter C or for any purpose authorized in the case of like spirits produced at a 
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distillery: Provided further, That any such distilled spirits, wpon removal from a 
distillery or internal revenue bonded warehouse for transfer to an industrial alcohol 
plant or industrial alcohol bonded warehouse or for any tax-free purpose authorized 
by part II of subchapter C, shall be subject to the provisions of part II of subchapter C: 
Provided further, That when any distilled spirits are removed under the provisions of 
this section to a distillery, industrial alcohol plant, or industrial alcohol bonded 
warehouse, the tax liability of the proprietor of the distillery, internal revenue bonded 
warehouse, industrial alcohol plant, or industrial alcohol bonded warehouse from 
which the spirits are removed, and the liens on such distillery, industrial alcohol 
plant, or industrial alcohol bonded warehouse, shall cease; and at and from the time 
the distilled spirits leave the distillery, internal revenue bonded warehouse, industrial 
alcohol plant, or industrial alcohol bonded warehouse the tax shall be the liability of 
the proprietor of, and the liens shall be transferred to the premises of, the distillery, 
industrial alcohol plant, or industrial alcohol bonded warehouse to which the distilled 
spirits are transferred: Provided further, That when any distilled spirits are removed 
under the provisions of this section to an internal revenue bonded warehouse the 
proprietor of such warehouse shall be primarily liable for the tax on the spirits at and 
Srom the time the spirits leave the premises from which transferred: Provided further, 
That the provisions of section 2901 of the Internal Revenue Code shall apply in 
respect of losses of any distilled spirits transferred, or removed for transfer, under 
this section to a distillery or iniernal revenue bonded warehouse; and the provisions of 
section 3113 of the code shall apply in respect of losses of any distilled spirits trans- 
ferred, or removed for transfer, under this section to an industrial alcohol plant or 
industrial alcohol bonded warehouse: And provided further, That sections 2836 and 
2870 of the Internal Revenue Code shall not apply to the production or redistillation 
and removal of any such spirits; nor shall sections 2800 (a) (5) and 3250 (f) of the 
code apply to the redistillation or to the mingling at a distillery or an internal revenue 
bonded warehouse or in the course of removal, of any such spirits. 

(6) Exemprion From Srarvrory RequiremMents.—The Secretary may tem- 
porarily exempt proprietors of distilleries, internal revenue bonded warehouses, indus- 
trial alcohol plants, or industrial alcohol bonded warehouses from any provision of 
the internal revenue laws relating to distilled spirits, except those requiring payment 
of the tax thereon, whenever in his judgment it may seem expedient to do so to meet 
the requirements of the national defense. Whenever the Secretary shall exercise the 
authority conferred by this subsection he may prescribe such regulations as may be 
necessary to accomplish the purpose which caused him to grant the exemption. 

(c) TERMINATION oF SecTion.—The authority conferred upon the Secretary by 
this section shall expire five years from the date of enactment of this section. 
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and Civil Service, submitted the following 


REPORT 
[To accompany 8. 855] 


The Committee on Post Office and Civil Service, to whom was re- 
ferred the bill (S. 855) to provide for free transmission of official mail 
of members of certain United Nations commands, having considered 
the same, report favorably thereon with an amendent and recom- 
mend that the bill, as amended, do pass. 


STATEMENT 


The need for the legislation covered by this bill is set forth in the 
letter of the Postmaster General, January 30, 1951, attached here- 
with, directed to the Vice President, requesting the introduction of 
this measure. 

Hearings were held on the bill during which it was shown that the 
bill should be amended to meet certain conditions as set forth by those 
speaking for the Department of Defense. The bill, in amended form, 
meets these objections to the original bill and has the approval of the 
Post Office Department, the Bureau of the Budget, and the Depart- 
ment of Defense. 

The bill would permit properly marked official mail matter, not ex- 
ceeding 4 pounds in weight, of organizations and units of the armed 
forces of nations serving with or under United Nations military com- 
mands with which the Armed Forces of the United States are serving, 
to be transmitted in the domestic mails of the United States free of 
postage when addressed within such United Nations military com- 
mands or from such United Nations military command headquarters 
for delivery within the domestic mails of the United States. 

By comparison with the original bill it will be seen that the amend- 
ment is more explicit and restrictive in its application and more defini- 
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tive in its usage. It requires that such mail be mailed by organiza- 
tions and units of such nations rather than by individual members 
thereof, with a restriction to not over 4 pounds in weight, which weight 
limit conforms to present law. There is also a limitation on areas 
in which the bill would be effective since Armed Forces of the United 
States must be serving with a particular United Nations military 
command and the amendment further requires that such mail must be 
addressed within the United Nations military commands or from such 
command headquarters for delivery within the domestic mails of the 
United States. 

In its final form the bill incorporates the recommendations contained 
in the Postmaster General’s letter of April 17, 1951, and of the Secre- 
tary of the Army, May 9, 1951. 

It is felt by the Department of Defense and other branches of the 
Government that the enactment of this legislation would further the 
interests of the United States by facilitating the operation of the 
United Nations military command in the Far East. 

The commander in chief of the Far East Command joined with the 
Secretary of Defense in the request to the Postmaster General for the 
enactment of this proposed legislation. 

Cost.—No satisfactory estimate of the cost of this proposed legisla- 
tion can be furnished but it is believed by those who have made a 
study of it that the cost should be moderate. 

The title is appropriately amended to conform to the amended bill. 


AGENCY REPORTS 


Attached herewith are letters from the Director of the Bureau of 
the Budget, the Postmaster General, and the Secretary of the Army 
(in behalf of the Secretary of Defense) approving the bill, from the 
Comptroller General without recommendation, together with the 
Postmaster General’s letter to the Vice President requesting the 
introduction of this legislation. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 


Washington 25, D. C., March 15, 1941. 
Hon. Ouin D. Jounston, 


Chairman, Commitiee on Post Office and Civil Service, 
United States Senate, Washington 25, D. C. 


My Dear Senator Jounston: This will acknowledge your letter of February 
13, 1951, inviting the Bureau of the Budget to comment on 8. 855, to provide 
for free transmission of official mail of members of certain United Nations 
commands. 

The purpose of this bill, which is sponsored by the Post Office Department, 
is to authorize the free transmission in the domestic mails of the United States 
of all official mail matter mailed by members of the armed forces without regard 
to their nationality, on duty with the United Nations commands located in areas 
designated by the President, subject to such rules and regulations as the Post- 
master General may prescribe. 

The Bureau of the Budget believes that this proposal will aid the activities of 
the United Nations military command in the Far East and, accordingly, recom- 
mends that your committee give favorable consideration to the proposal. 

Sincerely yours, 


F. J. Lawton, Director. 
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OFFICE OF THE PosTMASTER GENERAL, 
Washington 25, D. C., April 17, 1961. 
Hon. Ouin D. Jounston, 
Chairman, Committee on Post Office and Civil Service, 
United States Senate. 

Dear Mr. CuairRMANn: Reference is made to the bill (S. 855) to provide for 
free transmission of official mail of members of certain United Nations commands. 

At a hearing before Subcommittee No. 2 held on February 20, 1951, the following 
amendment to this bill was proposed by representatives of the Army Postal 
Service: 

‘*Be it enacted by the Senate and House of Representatives of the United States in 
Congress assembled, That under such rules and regulations as the Postmaster Gen- 
eral may prescribe official mail matter of the first class sent by elements of the 
United Nations military commands may be transmitted in the United States 
mail free of postage when addressed within the United Nations military command 
or from the United Nations Military Command Headquarters to the United 
States,” 

With my letter of January 30, 1951, I transmitted to the President of the United 
States Senate, at the request of the Secretary of Defense, a bill which was intro- 
duced by you and which became 8. 855. The letter accompanying this bill stated 
that the Secretary of Defense had informed me that the legislation proposed was 
needed to further the interests of the United States and to facilitate the operation 
of the United Nations military command in the Far East. My letter further 
stated that the enactment of this legislation had been requested by the com- 
mander in chief of the Far East Command. Under these circumstances, it is 
quite obvious that the need for this legislation must be developed by the Secretary 
of Defense. 

The Post Office Department has no objection to the proposed amendment to 
S. 855 if that amendment meets with the approval of the Secretary of Defense. 

In the interest of clarity, however, it is believed that a few minor changes in 
the proposed amendment should be made. As presently worded, the proposed 
amendment could be construed as not providing for printed matter or other 
material, as it restricts official matter acceptable free of postage to that of 
first class. The Department does not generally consider official matter as being 
of any particular class of mail. It is suggested, therefore, that the words ‘‘of the 
first class’”’ be deleted from the amendment if in fact the Secretary of Defense 
believes that printed matter should also be transmitted free of postage. 

Official mail of governmental departments which may be mailed free of postage 
is limited to 4 pounds. It would appear advisable that some restriction be placed 
on such matter when mailed by the United Nations military commands. The 
words “not exceeding four pounds in weight”? should be inserted in th 
amendment after the words ‘‘official mail matter.” 

The proposed amendment would seemingly restrict the free use of the mails 
by the United Nations military commands to matter sent within the command 
itself and permits the free mailing of matter outside the command only by the 
United Nations military headquarters. The proposed amendment can also be 
construed as limiting the headquarters free mailings to matter sent only to the 
continental United States. If the Secretary of Defense believes that it is essential 
that there be a freer use of the mails it is suggested that the words ‘‘for delivers 
within the domestie mails of the United States” be substituted for the words ‘‘to 
the United States.’”” This language would permit free mailings to addressees in 
the Territories or possessions or military addresses served by Army and Navy 
post. offices overseas. 

The Bureau of the Budget has advised that there would be no objection to the 
presentation of this report to the committee. 

Sincerely yours, 


the 


e I roposed 


J. M. Dona.pson, 
Postmaster General. 


May 9, 1951. 
Hon. Ouin D. Jounstron, 


Chairman, Committee on Post Office and Civil Service, 
United States Senate. 
Dear SENATOR JOHNSTON: Reference is made to your recent request to the 
Secretary of Defense for the views of the Department of Defense with respect to 
8. 855, Eighty-second Congress, a bill to provide for free transportation of official 
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mail of members of certain United Nations commands. The Secretary of Defense 
has delegated to this Department the responsibility for expressing the views of 
the Department of Defense thereon. 

The Department of the Army concurs in the objectives of S. 855. 

The proposed legislation would provide that notwithstanding the provisions 
of title III of the act of June 23, 1948 (62 Stat. 1048), official mail matter of all 
classes, mailed by members of Armed Forces, without regard to their nationality, 
on duty with United Nations commands located in such areas as may from time 
to time be designated by the President, shall be transmitted in the domestic mails 
of the United States free of postage, subject to such rules and regulations as the 
Postmaster General may prescribe. 

To clarify the application of S. 855, it is reeommended that it be revised to 
read as follows: 

“‘ Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That under such rules and regulations as the 
Postmaster General may prescribe, official mail matter, not exceeding four pounds 
in weight, of organizations and units of the armed forces of nations serving with 
or under United Nations military commands with which the Armed Forces of 
the United States are serving shall be transmitted in the domestic mails of the 
United States free of postage when addressed within such United Nations military 
commands or from such United Nations Military Command Headquarters for 
delivery within the domestic mails of the United States.” 

This suggested revision of the proposed bill is more explicit and restrictive in its 
application and more definitive in its usage. It requires that such mail be 
mailed by organizations and units of such nations rather than by individual mem- 
bers thereof. The suggested revision also limits the weight of individual pieces of 
mail to 4 pounds in order to conform with the present law in effect. Limitation 
is also placed on areas in which the bill would be effective since armed forces 
of the United States must be serving with a particular United Nations military 
command and the revision requires that such mail be addressed within the United 
Nations military commands or from such command headquarters for delivery 
within the domestic mails of the United States. 

The changes suggested by the Postmaster General in his letter to you of April 17, 
1951, have been incorporated in the above revision. 

Enactment of this proposed legislation would further the interests of the United 
States by facilitating the operation of the United Nations military command in the 
Far East. Accordingly, the Department of the Army recommends its enactment 
into law. 

No satisfactory estimate of the costs of this proposed legislation can be furnished. 
However, the cost should be moderate. 

This report has been coordinated among the departments and boards of the 
Department of Defense in accordance with procedures prescribed by the Secretary 
of Defense. 

Time has not permitted clearance of this report with the Bureau of the Budget. 

Sincerely yours, 
FRANK Pace, Jr., 
Secretary of the Army. 





B-101402., 
COMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington, March 2, 1951. 
Hon. Ourn D. JoHNston, 
Chairman, Committee on Post Office and Civil Service, 
Room 134, Senate Office Butlding. 


My Dear Mr. CuHarrMan: Reference is made to your letter of February 13, 
1951, acknowledged by telephone February 16, requesting comments on S. 855, 
Eighty-second Congress, entitled ‘‘A bill to provide for free transmission of official 
mail of members of certain United Nations commands.” 

The bill provides: 

“That, notwithstanding the provisions of title III of the Act of June 25, 1948 
(62 Stat. 1048), official mail matter of all classes, mailed by members of armed 
forces, without regard to their nationality, on duty with United Nations commands 
located in such areas as may from time to time be designated by the President, 
shall be transmitted in the domestic mails of the United States free of postage, 
subject to such rules and regulations as the Postmaster General may prescribe. 
Such mail matter shall on its envelope or cover bear the word ‘Free’ and over the 
words ‘Official Business’ the endorsement ‘United Nations Command’.”’ 
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Attention is invited to prior legislation granting the free mailing privilege to the 
personal mail of members of the Armed Forces of the United States during and 
shortly after World War II, and to those currently serving in Korea (sec. 901, 
Second War Powers Act of 1942, 56 Stat. 181; Public Law 509, 78th Cong., 58 
Stat. 827; sec. 10, Armed Forces Voluntary Recruitment Act of 1945, 59 Stat. 542; 
Public Law 609, 81st Cong., 64 Stat. 336). Also, there are pending bills proposing 
to extend the existing free mailing privilege for personal mail of members of the 
Armed Forces of the United States serving in Korea to all members of such Armed 
Forces on active duty anywhere and to hospitalized veterans (8. 81, 8. 826, H. R. 
147, H. R. 375, H. R. 1064, H. R. 1554, H. R. 1608, H. R. 1743, H. R. 1886 
H. R. 1888, H. R. 1943, and H. R. 2492, 82d Cong.). The present bill differs from 
the foregoing enactments and pending legislation in that it proposes to extend 
the free mailing privilege to official, rather than personal, mail matter mailed by 
members of armed forces of any nationality on duty with United Nations com- 
mands in areas to be designated by the President. 

It does not appear that any accounting or budgetary difficulties in this Office 
would result from the enactment of this bill. However, this Office is not in a 
position to state what effect the bill would have upon the Post Offiee Department, 
which is charged with the responsibility of prescribing the rules and regulations 
for the operation thereof, and whose expenses would undoubtedly be increased 
by any extension of the free mailing privilege. 

Accordingly, since this #Office has no information as to the necessity for or 
desirability of this legislation at this time, | make no recommendation with 
respect to the enactment of S. 855. 

As requested, this report is forwarded in quadruplicate. 

Sincerely yours, 
FrRAN®« L. YaATEs, 
Acting Comptroller General of the United States. 


OFFICE OF THE POSTMASTER GENERAL, 
Washington 25, D. C., January 30, 1951. 
Hon, ALREN W. BaRKLEy, 
President of the United States Senate. 

Dear Mr. PREsIDENT: I am submitting herewith, for consideration by the 
Congress, legislation to provide for free transmission of Official mail of members of 
certain United Nations commands. 

The enactment of the proposed legislation will authorize the free transmission 
in the domestic mails of the United States of all official mail matter mailed by 
members of armed forces, without regard to their na ionality, on duty with 
United Nations commands located in areas to be designated by the President. 
Such matter will be subject to rules and regulations prescribed by the Postmaster 
General. 

I am informed by the Secretary of Defense that the legislation is needed to 
further the interests of the United States and to facilitate the operation of the 
United Nations military command in the Far East. I am further informed that 
the enactment of such legislation has been requested by the commander in chief 
of the Far East Command. 

In view of the foregoing, this Department strongly urges early enactment of this 
legislation. 

The Bureau of the Budget has advised that there would be no objection to the 
presentation of this legislation to the Congress for its consideration. 

Sincerely yours, 
J. M. DoNALpDSON, 
Postmaster General. 


O 
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ME Jomstige of South Carolina, from the Committee on Post Office 


é —and Civil Service, submitted the following 


REPORT 
[To accompany 8. 1074} 


The Committee on Post Office and Civil Service, to whom was 
referred the bill. (S. 1074) to repeal certain obsolete laws relating to 
the Post Office Department, having considered the same, report fa- 
vorably thereon without amendment and recommend that the bill do 
pass. 

STATEMENT 


This bill deals with the foreign mail service. There are four pro- 
visions of existing law repealed by the bill, as follows: 

(1) The second proviso of the twenty-third paragraph under the 
heading “Office of the Second Assistant Postmaster General of the 
act of March 4, 1913” (37 Stat. 799; 39 U.S. C. 668), reads as follows: 


a 


Provided, That hereafter acting clerks may be emploved in place of clerks or 
substitutes injured while on duty who shall be granted leave of absence with 
full pay during the period of disability, but not exceeding one year, then at the 
rate of 50 per centum of the clerk’s annual salary for the period of disability 
exceeding one year but not exceeding twelve months additional, and the Post- 
master General may pay the sum of $2,000, which shall be exempt from payment 
of debts of the deceased, to the legal representative of any sea post clerk or sub- 
stitute sea post clerk who shall be killed while on duty, or who, being injured 
while on duty, shall die within one year thereafter as the result of such injury. 


The reason for repealing this proviso is that it is no longer operative. 
Compensation for disability or death of such sea post clerks is pro- 
vided by the Federal Employees’ Compensation Act. 

(2) Even though section 4015, Revised Statutes (39 U.S. C. 671), 
has not been replaced by other provisions of law, the section is 
presently inoperative because rates of postage must now conform to 
the Postal Conventions of Parcel Post Agreements in force and also 
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because at the time of mailing it would not be definitely known that 
the mail could be transported on a foreign ship which makes it difficult 
and impracticable to enforce this law. The section sought to be 
repealed provides for retaliatory higher postage on mail carried on 
foreign vessels if the foreign country under whose flag the vessel sails 
should charge higher postage on mail carried on American vessels. 
This retaliatory postage rate, which the Postmaster General could 
impose under the direction of the President, was once needed but is 
no longer used. 

(3) Section 4022, Revised Statutes (39 U. S. C. 673), reads as 
follows: 

The Postmaster General may appoint an agent in charge of the mail on board of 

each of the mail steamers on the routes between San Francisco, Japan and China; 
between San Francisco and Honolulu, in the Hawaiian Islands; and between 
New York and Rio Janeiro, who shall be allowed, out of the appropriation for 
transportation of the mail, a salary of $2,000 a year. 
In requesting repeal of this section, the Postmaster General calls 
attention to the fact that the sea post service was discontinued during 
World War II and has not been resumed. In addition he stated that 
with the institution of sea post servic e by the act of March 2, 1907 
(34 Stat. 1214, as amended, 39 U. S. C. 667), this statute was no longer 
needed since these old routes are Sead by the 1907 law. 

(4) The first paragraph of section 1724, title 18, United States 
Code (62 Stat. 784), is a codification of an old provision to the effect 
that mail carried on a foreign vessel is to be deposited in a United 
States post office and postage charges paid thereon immediately upon 
the ship’s arrival. Even though this provision has not been replaced 
by new law it is not found practicable under present conditions to 
comply strictly with it as is illustrated by the docking of a vessel in 
the Boston Harbor carrying mail primarily destined for New York. 
A strict compliance with the statute would require that such mail 
first go through the Boston post office with considerable loss of time 
and cost instead of being dispatched directly to New York and 
postage assessed at that point. The Postmaster General, in his re- 
quest for the repeal of this statute, stated that he can take care of 
exceptional cases by regulations. 


AGENCY REPORTS 


The Bureau of the Budget and the Comptroller General, as will be 
seen by the attached reports, are in agreement with the request of the 
Postmaster General. ‘there is also attached the letter from the Post- 
master General requesting the legislation. 


Executive OFFICE OF THE PRESIDENT, 
BuREAU OF THE Bupcert, 
Washington 25, D. C., March 26, 1951. 
Hon. Ourn D. JouHNsToN, 
Chairman, Committee on Post Office and Civil Service, 
United States Senate, Washington 25, D. C. 


My Dear SENATOR JOHNSTON: This will acknowledge your letter of March 8, 
1951, inviting the Bureau of the Budget to comment on 8. 1074, to repeal certain 
obsolete laws relating to the Post Office Department. 

The Bureau of the Budget is not aware of any reason why this bill, which is 
sponsored by the Post Office Department, should not receive favorable considera- 
tion by your committee and the Congress. 

Sincerely yours, 
ELMER B. Staats, 
Assistant Director. 
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COMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington 25, April 10, 1951. 
Hon. Ouin D. JoHNnston, 
Chairman, Post Office and Civil Service Committee, 
United States Senate. 

My Dear Mr. CuarrMan: I have your letter of March 8, 1951, acknowledged 
March 13, enclosing copies of S. 1074, Eighty-second Congress, first session, en- 
titled, ‘“‘A bill to repeal certain obsolete laws relating to the Post Office Depart- 
ment,” and requesting my comments thereon. 

Since the provisions of 5 United States Code 751 et seq., as amended, provide 
that the United States shall pay compensation for the disability or death of an 
employee resulting from a personal injury sustained while in the performance of 
his duties, it appears that the second proviso of the twenty-third paragraph under 
the heading, “Office of the Second Assistant Postmaster General,” in the act en- 
titled, “‘An act making appropriations for the service of the Post Office Depart- 
ment for the fiscal year ending June thirtieth, nineteen hundred and fourteen, 
and for other purposes,” approved March 4, 1913 (37 Stat. 799; 39 U.S. C. 668), 
relating to sea-post clerks’ disability allowance and compensation for death, 
which section 1 of the bill proposes to repeal, is obsolete and no longer necessary. 
Accordingly, no objection is interposed to the repeal of the provisions of 39 United 
States Code 668. 

The provisions of section 4015, Revised Statutes (89 U. 8. C. 671), and the 
first paragraph of section 1724 of title 18 of the United States Code, as revised, 
codified, and enacted into positive law by the act entitled, ‘‘An act to revise, 
codify, and enact into positive law, title 18 of the United States Code, entitled 
‘Crimes and Criminal Procedure,’ ”’ approved June 25, 1948 (62 Stat. 784, ch. 
645), relating to postage on mail delivered by foreign vessels, which sections 2 
and 4 of the bill propose to repeal, are somewhat identical. The authority to 
charge and collect postage on mail delivered by foreign vessels is an administrative 
function granted to the Postmaster General. This Office has no information 
upon which to base a recommendation regarding the repeal of section 4015, 
Revised Statutes (39 U. S. C. 671), and the first paragraph of section 1724 of 
title 18 of the United States Code. The proposed repeal would in no way affect 
the auditing functions of this Office. 

Under the provisions of 34 Statutes 1214, as amended (39 U. 8. C. 667), the 
Postmaster General is authorized to expend such sums as may be necessary, not to 
exceed the amounts appropriated by Congress, to cover the cost to the United 
States for maintaining sea-post service on ocean steamships conveying the mails 
to and from the United States. In view of the foregoing it appears that the pro- 
visions of section 4022, Revised Statutes (39 U. S. C. 673), relating to the appoint- 
ment of agents on mail steamers to foreign ports, which section 3 of the bill 
proposes to repeal, is obsolete and no longer necessary. However, this Office 
has no specific information upon which to base a recommendation for the repeal 
of section 4022, Revised Statutes (39 U. 8. C. 673)—the authority to appoint 
agents on mail steamers being an administrative matter vested in the Postmaster 
General. 

Sincerely yours, 
Linpsay C. WARREN, 
Comptroller General of the United States. 
Enclosures. 


OFFICE OF THE POSTMASTER GENERAL, 
Washington 25, D. C., February 28, 1951, 
Hon. ALREN W. BARKLEY, 
President of the United States Senate. 


Dear Mr. Prestpent: I am submitting herewith for consideration by the 
Congress legislation to repeal certain obsolete laws relating to the Post Office 
Department. 

The necessity for this proposed legislation is as follows: 

(a) The act approved March 4, 1913 (39 U.S. C. 668), provides that “* * * 
the Postmaster General may pay the sum of $2,000 * * * to the legal 
representative of any sea post clerk or substitute sea post clerk who shall be 
killed while on duty, or who, being injured while on duty, shall die within one 
year thereafter as the result of such injury.’’ This law was rendered obsolete 
by the subsequent enactment of the Federal Employees’ Compensation Act (39 
Stat. 742, as amended). 
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(b) Section 4015 of the Revised Statutes (39 U. 8. C. 671) provides for retalia- 
tory higher postage on mail carried on foreign vessels if the foreign country under 
whose flag the vessel sails should charge higher postage on mail carried on 
American vessels. Rates of postage must now conform to the Postal Conventions 
or Parcel Post Agreements in force, and there is, therefore, no longer need for 
this law. Furthermore, at the time of mailing it would not be definitely known 
that the mail could be transported on a foreign ship. Accordingly, it is imprac- 
ticable to enforce this law. 

(c) Section 4022 of the Revised Statutes (39 U. S. C. 673) authorizes the Post- 
master General to appoint certain postal agents in charge of mail on board steam- 
ers operating between certain points in the United States and China, Japan, the 
Hawaiian Islands, and Rio de Janeiro. Agents, as set forth in this law, are no 
longer appointed to be in charge of mail on board mail steamers. The sea post 
service, established in 1907 (39 U. 8. C. 667), takes the place of agents as provided 
in section 4022 of the Revised Statutes. During World War II sea post service 
was discontinued and it has not yet been resumed. 

(d) Paragraph 1 of section 1724 of title 18 of the United States Code, which was 
enacted into positive law by the act of June 25, 1948, establishes penalties for 
failure to pay postage on, or for unlawful conveyance of, mails carried to or from 
any part of the United States by any foreign vessel. Postage is now required on 
all foreign mails, whether of domestic or foreign origin with a few exceptions, such 
as matters relative to the vessel on which transported or the cargo or matters 
excepted by postal agreements. These exceptions can be covered by Postmaster 
General regulation. The law found in paragraph 1, 18 U. 8. C. 1724, is, therefore, 
unnecessary. 

The Bureau of the Budget has advised there would be no objection to the sub- 
mission of this legislation. 

Sincerely yours, 
V. C. Burke, 
Acting Postmaster General. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, S. 1074, 
as reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, existing law in which no change is pro- 
posed is shown in roman): 

AN ACT Making appropriations for the service of the Post Office Department for the fiscal year ending 
June 30, 1914, and for other purposes (Public Law 428, 62d Cong., Mar. 4, 1913; 37 Stat. 791) 
[Provided, That hereafter acting clerks may be employed in place of clerks or 
substitutes injured while on duty who shall be granted leave of absence with full 
pay during the period of disability, but not exceeding one year, then at the rate 
of 50 per centum of the clerk’s annual salary for the period of disability exceeding 
one year but not exceeding twelve months additional, and that the Postmaster 
General may pay the sum of $2,000, which shall be exempt from payment of 
debts of the deceased, to the legal representative of any sea-post clerk or sub- 
stitute sea-post clerk who shall be killed while on duty, or who, being injured 


while on duty, shall die within one year thereafter as the result of such injury 
(39 U.S. C. 668).J 


Section 4015, Revisep StTaruTres 


[Sec. 4015. The Postmaster General, under the direction of the President of 
the United States, is hereby authorized and empowered to charge upon, and 
collect from, all letters and other mailable matter carried to or from any port 
of the United States, in any foreign packet ship or other vessel, the same rate 
or rates of charge for American postage which the government to which such 
foreign packet or other vessel belongs imposes upon letters and other mailable 
matter conveyed to or from such foreign country in American packets or other 
vessels as the postage of such government, and at any time to revoke the same; 
and all customhouse officers and other United States agents designated or ap- 
pointed for that purpose shall enforce or carry into effect the foregoing provision, 
and aid or assist in the collection of such postage and to that end it shall be lawful 
for such officers and agents, on suspicion of fraud, to open and examine, in the 
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presence of two or more respectable persons, being citizens of the United States, 
any package or packages supposed to contain mailable matter found on board 
such packets or other vessels or elsewhere, and to prevent, if necessary, such 
packets or other vessels from entering, breaking bulk, or making clearance until 
such letters or other mailable matter are duly delivered into the United States 
post office (R. 8. 4015) (89 U.S. C. 671).] 


Section 4022, RevisEep STarures 


[Sec. 4022. The Postmaster General may appoint an agent in charge of the 
mail on board of each of the mail steamers on the routes between San Francisco, 
Japan, and China; between San Francisco and Honolulu, in the Hawaiian Islands; 
and between New York and Rio Janeiro, who shall be allowed, out of the appro- 
priation for transportation of the mail, a salary of $2,000 a vear each (R. 8. 4022 
(39 U.S. C. 673).J 


Section 1724, Tire 18, UnitEp Strares Copp 


Sec. 1724. Postage on mail delivered by foreign vessels. 

[All letters or other mailable matter conveyed to or from any part of the 
United States by any foreign vessel, except such sealed letters relating to such 
vessel or any part of the cargo thereof as may be directed to the owners or con- 
signees of the vessel, shall be subject to postage charge, whether addressed to 
any person in the United States or elsewhere, provided they are conveyed by 
the packet or other ship of a foreign country imposing postage on letters or other 
mailable matter conveyed to or from such country by any vessel of the United 
States; and such letters or other mailable matter carried in foreign vessels, except 
such sealed letters relating to the vessel or any part of the cargo thereof as may 
be directed to the owners or consignees, shall be delivered into the United States 
post office by the master or other person having charge or control of such vessel 
when arriving, and be taken from the United States post office when departing, 
and the postage justly chargeable by law paid thereon; and for refusing or failing 
to do so, or for conveying such letters or other mailable matter, or any letters or 
other mailable matter, intended to be conveyed in any vessel of such foreign 
country, Over or across the United States, or any portion thereof, the party 
offending shall be fined not more than $1,000.] 

Except as otherwise provided by treaty or convention the Postmaster General 
may require the transportation by any steamship of mail between the United 
States and any foreign port at the compensation fixed under authority of law. 
Upon refusal by the master or the commander of such steamship or vessel to 
accept the mail, when tendered by the Postmaster General or his representative, 
the collector or other officer of the port empowered to grant clearance, on notice 
of the refusal aforesaid, shall withhold clearance until the collector or other officer 
of the port is informed by the Postmaster General or his representative that the 
master or commander of the steamship or vessel has accepted the mail or that 
conveyance by his steamship or vessel is no longer required by the Postmaster 


General, 
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REPORT 


[To accompany 8. 621] 


The Committee on Post Office and Civil Service, to whom was re- 
ferred the bill (S. 621) to amend section 604 (b) of the Classification 
Act of 1949, so as to prevent the reduction in grade of employees occu- 
pying positions which were subject to the Classification Act of 1923, 
as amended, immediately prior to the effective date of title VI of the 
Classification Act of 1949, as long as such employees remain in the 
same position and the duties and responsibilities are unchanged, hav- 
ing considered the same, report favorably thereon with amendment 
and recommend that the bill as amended do pass. 


PURPOSE 


The purpose of S. 621 is to preserve the existing salaries of certain 
employees under the Classification Act of 1949 when their positions 
are allocated to lower grades in the course of the operation of the Classi- 
fication Act. The employees concerned are those who continue to 
occupy the same positions as they occupied when the Classification 
Act of 1949 became effective in October 1949. The positions con- 
cerned are those which have substantially the same job content today 
as they had then. Under existing law and civil-service regulations, 
the same protection would also be afforded to employees who, before 
any such reallocation downward, left such jobs to enter the Armed 
Forces and who later exercised their reemployment rights. 
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GENERAL STATEMENT 


The Classification Act of 1949 directs the Civil Service Commission 
to prepare standards for placing positions in their proper classes and 
grades. It directs each department to place positions in classes and 

rades in conformance with or consistently with standards published 
- the Commission. The act further directs the Commission to review, 
from time to time, such number of positions in each department as w ill 
enable the Commission to determine whether such department is 
placing positions in classes and grades in conformance with or consist- 
ently with published standards. 

Findings of the Commission, when certified, are binding on all 
administrative, certifying, pay-roll, disbursing, and accounting officers 
of the Government. 

The Civil Service Commission is at the present time withholding 
such certificate in the case involving the position of registration 
officers in the Veterans’ Administration. 

This bill (S. 621) grew out of the controversy between the Civil 
Service Commission and the Veterans’ Administration over the proper 
classification of the position of registration officers. 

These positions were established by the Veterans’ Administration 
approximately 4 years ago. They were classified CAF-9 (now 
GS-9, $4,600 per annum) and employees were recruited on that 
basis. The Civil Service Commission in its post-audit procedure ruled 
that these positions would be more properly classified as GS-7 
($3,825 per annum). This decision was appealed by the Veterans’ 
Administration, and the Civil Service Commission affirmed its 
original opinion but decided to withhold its certificate through the 
expiration of the first session of the Eighty-second Congress pending 
action by that Congress. 

The Senate Committee on Post Office and Civil Service of the second 
session of the Eighty-first Congress was very firm in its opinion that 
such a ruling on the part of the Civil Service Commission is in direct 
conflict with the intentions of Congress when it approved the Classi- 
fication Act of 1949, and this stand has been further supported by the 
Comptroller General of the United States in his letter to the com- 
mittee on S. 621, a part of which is quoted as follows: 

Section 604 (a) and paragraphs 1 to 10 of section 604 (b) of the Classification 
Act of 1949 (Public Law 429, 63 Stat. 966) prescribed the initial grades and salary 
rates payable.under the 1949 Classification Act to employees holding classified 
positions immediately prior to the effective date of that act, and paragraph 11 of 
said section 604 (b) provides: 

(11) Employees receiving a rate of basic compensation, authorized by law, 
immediately prior to the effective date of this title, in excess of the appropriate new 
rate of the grade as determined under paragraphs (1) to (10), inclusive, may con- 
tinue to receive such rate so long as they remain in the same position and grade, 
but when any such position becomes vacant the rate of basic compensation of any 
subsequent appointee shall be fixed in accordance with this Act.” 

The substance of 8. 621 appears already covered by the language contained in 
paragraph 11, supra; no reason is apparent for its enactment. * * 

This committee takes the position that to allow the incumbents to 
remain in their present grade and classification would create discontent 
and unrest among new employees who would be recruited and placed 
in GS-7 although doing the same class of work as the GS-9 incumbents. 
It therefore recommends that the incumbents be allowed to remain 
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in their grade and salary as of the date of reduction in grade for a 
period of 2 years, extending from the date of such reduction. The 
committee feels that this notice of 2 years is sufficient time to allow 
the incumbents to seek employment elsewhere commensurate with 
their classification and abilities. 

The committee therefore recommends that S. 621 as amended be 
approved. The effect of the amendment would freeze the salaries 
of incumbent registration officers as of the date of reduction in grade 
and allow them 2 years to seek employment elsewhere or to remain in 
the position at the reclassified grade of GS-7 ($3,825 per annum). 

The report of the Civil Service Commission dated May 14, 1951, 
and the report of the Comptroller General dated February 9, 1951, 
with respect to this legislation, are as follows: 


CrviL Service COMMISSION, 
Washington, D. C., May 14, 1981. 
Hon. Ouin D. JOHNSTON, 
Chairman, Post Office and Civil Service Committee, 
United States Senate, Washington, D. C. 

Dear SENATOR JOHNSTON: This is in reference to your request of May 9, 1951, 
for our views on §. 621, as approved with an amendment by your committee on 
May 8. 

We understand that the committee desires to report this bill out promptly 
and would like to have our letter incorporated as a part of the report. 

The purpose of S. 621 is to preserve the existing salaries of certain employees 
under the Classification Act of 1949 when their positions are allocated to lower 
grades in the course of the operation of the Classification Act. The employees 
concerned are those who continue to occupy the same positions as they occupied 
when the Classification Act of 1949 became effective in October 1949. The 
positions concerned are those which have substantially the same job content 
today as they had then. Under existing law and civil-service regulations, the 
same protection would also be afforded to employees who, before any such real- 
location downward, left such jobs to enter the Armed Forces and who later 
exercised their reemployment rights. 

The Commission’s principal interest in 8. 621 and allied bills is to assure that 
there would be no prohibition against or interference with the proper allocation 
of positions to grades and classes even in the difficult situation where grades must 
be reduced in order to comply with the provisions of the Classification Act and the 
Commission’s general standards, The bill as amended conforms to our views in 
that respect. 

With respect to protecting the employees concerned against pay cuts when their 
positions are reallocated downward, the Commission’s considered view is that the 
salaries paid the employees on the date of enactment of 8. 621 should be preserved, 
but that they should receive no future increases within the scale of pay of the 
grade from which reduced unless and until they occupy positions properly war- 
ranting such grades. The amendment approved by the committee is generally 
in accord with this view but is somewhat less liberal than the Commission’s pro- 
posal in that it would permit the employee to receive his out-of-line salary for a 
period of 2 years only after the reduction in grade, 

We believe the committee’s action represents a reasonable compromise which 
still allows a liberal period of time within which the employees may seek or the 
department may find other positions to which they may be reassigned, and other 
employees reassigned to their original positions at appropriate rates. 

The Commission, therefore, would look with favor upon the enactment of 
8. 621, as amended by your committee. 

The principal situation which gave rise to this matter, you will recall, was the 
proposed reduction in grade of registration officers in the Veterans’ Administration 
from grade GS-9 to grade GS-7. As of May 7, 1951, there were 1,151 registration 
officers in the Veterans’ Administration. More than half of them were at the 
fourth and fifth rates in GS-9. On the basis of the distribution and salaries of 
such employees in grade GS-9 furnished to us by the Veterans’ Administration, 
we estimate that the excess cost involved for the grace period of 2 years proposed 
by the committee would be $511,150 annually. ‘This figure represents the aggre- 
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gate excess of the current salaries of registration officers over the maximum sched- 
uled rate of GS-7. 
Because of the need for immediate reply, the Commission has been unable to 
clear its report with the Bureau of the Budget. 
By direction of the Commission: 
Sincerely yours, 
Rosert Ramspeck, Chairman. 


ComMPpTROLLER GENERAL OF THE UNITED SraTEs, 


Washington, February 9, 1951. 
Hon. Outn D. Jounnston, 


Chairman, Committee on Post Office and Civil Service, 
United States Senate. 

My Dear Mr. Cuarrman: Reference is made to your letter of January 25, 
1951, acknowledged by telephone January 31, requesting any comments I may 
wish to submit upon 8. 621, entitled ‘‘A bill to amend section 604 (b) of the Classi- 
fication Act of 1949.” This bill provides as follows: 

“That section 604 (b) of the Classification Act of 1949 is amended by adding 
at the end thereof a new paragraph as follows: 

* *(12) Employees occupying positions which were subject to the Classification 
Act of 1923, as amended, immediately prior to the effective date of this title, shall 
not be reduced in grade and may continue to receive the rates of compensation 
appropriate to such grade as long as they remain in the same position which they 
occupied on the effective date of this title, unless the duties and responsibilities 
of the position are reduced.’ ” 

Section 604 (a) and paragraphs 1 to 10 of section 604 (b) of the Classification 
Act of 1949 (Public Law 429, 63 Stat. 966) prescribed the initial grades and salary 
rates payable under the 1949 Classification Act to employees holding classified 
positions immediately prior to the effective date of that act, and paragraph 11 of 
said section 604 (b) provides: 

““(11) Employees receiving a rate of basic compensation, authorized by law, 
immediately prior to the effective date of this title, in excess of the appropriate 
new rate of the grade as determined under paragraphs (1) to (10), inclusive, may 
continue to receive such rate so long as they remain in the same position and grade, 
but when any such position becomes vacant the rate of basic compensation of any 
subsequent appointee shall be fixed in accordance with this Act.’ 

The substance of S. 621 appears already covered by the language contained in 
paragraph 11, supra; hence, no reason is apparent for its enactment—having in 
mind that when the duties and responsibilities of a position are reduced there 
generally results a vacation of that position and the reevaluation of the reduced 
duties and responsibilities for purposes of assigning an appropriate grade therefor. 

Sincerely yours, 
Frank L. Yates, 
Acting Comptroller General of the, United States. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill S. 621, 
as reported, are shown as follows (new matter is printed in italics; 
existing law in which no change is proposed is shown in roman): 


Section 604 (b) oF THE CLASSIFICATION Act oF 1949 


(b) The rates of basic compensation of officers and employees to whom this 
Act applies shall be initially adjusted as follows: 

(1) In all cases where the number of pay rates within a grade specified in 
this Act is the same as in the corresponding grade of the Classification Act 
of 1923, as amended, employees shall have the same relative pay rate of the 
new grade, except as provided in paragraphs (2), (3), and (11) of this sub- 
section. 

(2) Employees in grade 1 of the subprofessional service immediately prior 
to the effective date of this title, at the first, second, third, fourth, fifth, 
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sixth, and seventh rate, shall have the first, first, second, third, fourth, fifth, 
and sixth rate, respectively, of grade 1 of the General Schedule. 

(3) Employees in grade 2 of the subprofessional service immediately prior 
to the effective date of this title, at the first, second, third, fourth, fifth, sixth, 
and seventh rate, shall have the second, third, fourth, fifth, sixth, seventh, 
and seventh rate, respectively, of grade 1 of the General Schedule. 

(4) Employees in grade 1 of the crafts, protective, and custodial service 
immediately prior to the effective date of this title, at the first, second, third, 
fourth, and fifth rate, shall have the first, third, fourth, sixth, and seventh 
rate, respectively, of grade 1 of the Crafts, Protective, and Custodial Schedule. 

(5) Employees in grades 2 and 3 of the crafts, protective, and custodial 
service immediately prior to the effective date of this title, shall have the 
same relative pay rate of the first six rates of grades 2 and 3, respectively, 
of the Crafts, Protective, and Custodial Schedule. 

(6) Employees in grade 4 of the professional and scientific service and 
grade 11 of the clerical, administrative, and fiscal service immediately prior 
to the effective date of this title, at the first, second, third, fourth, and fifth 
rate, shall have the first, second, third, fourth, and sixth rate, respectively, 
of grade 11 of the General Schedule. 

(7) Employees in grade 5 of the professional and scientific service and 
grade 12 of the clerical, administrative, and fiscal service immediately prior 
to the effective date of this title, at the first, second, third, fourth, and fifth 
rate, shall have the first, second, third, fourth, and fifth rate, respectively, 
of grade 12 of the General Schedule. 

(8) Employees in grade 6 of the professional and scientific service and 
grade 13 of the clerical, administrative, and fiscal service immediately prior 
to the effective date of this title, at the first, second, third, fourth, and fifth 
rate shall have the first, second, third, fourth, and fifth rate, respectively, of 
grade 13 of the General Schedule. 

(9) Employees in grade 7 of the professional and scientific service and 
grade 14 of the clerical, administrative, and fiscal service immediately prior 
to the effective date of this title, at the first, second, third, fourth, and fifth 
rate shall have the first, second, third, fifth, and sixth rate, respectively, of 
grade 14 of the General Schedule. 

(10) Employees in grade 8 of the professional and scientific service and 
grade 15 of the clerical, administrative, and fiscal service immediately prior 
to the effective date of this title, at the first and second rate of the grade 
shall have the third rate of grade 15 of the General Schedule. 

(11) Employees receiving a rate of basic compensation, authorized by law, 
immediately prior to the effective date of this title, in excess of the appro- 
priate new rate of the grade as determined under paragraphs (1) to (10), 
inclusive, may continue to receive such rate so long as they remain in the 
same position and grade, but when any such position becomes vacant the 
rate of basic compensation of any subsequent appointee shall be fixed in 
accordance with this Act. 

(12) Employees occupying positions which were subject to the Classification 
Act of 1923, as amended, immediately prior to the effective date of this title, 
whose positions are reduced in grade, may continue to receive for a period of 
two years after such reduction in grade the rate of basic compensation which they 
received immediately prior to such reduction, so long as they remain in the 
same positions which they occupied on the effective date of this title: Provided, 
That at the expiration of such two-year period their rates of basic compensation 
shall be adjusted in accordance with regulations of the Civil Service Commission 
but at a rate not in excess of the maximum rate of the appropriate grade: And 
provided further, That when any such position becomes vacant, the rate of basic 
compensation of any subsequent appointee shall be fixed in accordance with 


this Act. 
O 
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Mr: McKpuar, from the Committee on Appropriations, submitted 
Oo the following 


REPORT 


[To accompany H. R. 3842] 


~ The Committee on Appropriations, to whom was referred the bill 
(H. R. 3842) making supplemental appropriations for the fiscal year 
ending June 30, 1951, and for other purposes, report the same to the 


Senate with various amendments and present herewith information 
relative to the changes made. 


$6, 468, 206, 000 
—29, 210, 000 


Amount of bill as reported to Senate_- 6, 438, 996. 000 
Total estimates considered by the Senate (contained 


in H. Docs. 102 and 106, and S. Does. 37 and 38_. 6, 489, 653, 000 


SuMMARY BY CHAPTERS 


Comparative statement of budget estimates and amounts recommended by the House 
and by the Senate committee 
Increase (+) or decrease 


Recom- | (—) Senate bill com- 
iby | 
| 


7 ; eee Bide pared with— 
Department or agency en House bill = . ae io 
mittee 





| Buc iget esti- 


mates House bill 


Department of the Interior —3, 672, 000)... ipobad 
Independent offices: Atomic En- se 


ergy Commission 64, 300, 000 $46, 800, 000) $59, 323, 000| —H, 977, 000| +-$12, 523, 000 


Department of Defense 6, 421, 681, 000} 6, 421, 406, 000! 6, 379, 673, 000) —42, 008, 000) —41, "733, 000 


Department of the Army 2, 850, 869, 000} 2, 850, 594, 000, 2, 847, 570, 000 —3, 299, 000) 3, 024, 000 
Department of the Navy.. 1, 645, 812, 000} 1, 645, 812, 000) 1,645, 439, 000 —373, 000) 73 


73, 000 
Department of the Air Force. A 925, 000, 0 000: 1, 925, 000, 000} 3 886, 664, 000) —38, 336, , 000 —38, 336, 000 


Grand total.........-....-.--| 6, 489, 633, 000] 6, 468, 206, 000) 6 6, 438, 996, 000] —50, 657, ,000| —29, 210, 000 








2 FOURTH SUPPLEMENTAL APPROPRIATION BILL, 1951 


ATOMIC ENERGY COMMISSION 


The committee recommends an allowance of $59,323,000 for the 
Atomic Energy Commission. The budget estimates acted on by the 
House amount to $51,300,000, which the House reduced by $4,500,000. 

By letter dated May 4, 1951, the President submitted to the Senate 
an amended budget estimate for the Commission amounting to 
$64,300,000, or an increase of $13,000,000 over the amount considered 
by the House. The additional estimate contained in Senate Docu- 
ment No. 37 represented an increase in cost for a major production 
facility at the Hanford plant of the Commission. In the original 
estimate, funds for this plant were requested in the amount of 
$50,000,000 but the Commission informed the committee that, by a 
change in the design of the facility, the potential productive capacity 
could be substantially increased and that, to effect this change, 
$13,000,000 additional would be required. The total estimated cost 
of the facility was represented to be $64.5 million, of which $1.5 
million represented materials presently on hand. The committee 
believes it highly desirable that the additional production be gotten 
from this facility and has approved the project. 

In addition to the Hanford project, the committee reviewed the 
other projects involved in this supplemental request, including plans 
for the construction or acquisition of facilities to house Commission 
activities presently being carried on in other Government facilities 
which now must be vacated. The Commission indicated that in line 
with the report of the House, it had reviewed these projects and due to 
deferment of planned expansions could offer additional savings of 
only $477,000 toward the House reduction of $4.5 million. The 
committee feels that by carefully watching future costs of these pro- 
jects, including the Hanford project, or by the firming-up of plans 
for some of the facilities, all or a major part of the $4.5 million reduc- 
tion in the estimates can be saved. In any event, should this not 
prove possible, the Commission could defer in accordance with the 
testimony given the committee, the financing of a portion of the 
amount required for the Hanford project until the fiscal year 1952. 


DEPARTMENT OF DEFENSE 


The bill as recommended by the committee carries for the Depart- 
ment of Defense, a total of $6,379,673,000 distributed as follows: 


Tine OIARO AOE occ oon cack token won enasncns $2, 847, 570, 000 
CINE BAUS EMU car. ore ee as eles nae od tcnnseareens 1, 645, 439, 000 
SORRY EO FP PUN ec nammniinda> Jhinin wna semis 1, 886, 664, 000 

TUN cra a ce aa un whines apes aaron Bink alp aeaiieels 6, 379, 673, 000 


The amounts recommended by the committee represent a reduction 
of $42,008,000 below the budget estimate, distributed as follows: 


EBS Ot LE BN oe 8 Cat nwa ote aeuewas $3, 299, 000 
emercmees OF BS DAV. Kaki ccnp scene hg ecwenachias= 373, 000 
Pronartmens Of.ths Ait £000. co oc us cunssamekesaiccsencps~- 38, 336, 000 


CO o nt tinthnntenstietitnnbteneapews apn’ pine 42, 008, 000 


a nearraammmmcanrass . 
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The appropriations contained in this bill for the Department of 
Defense added to the appropriations already made for the Department 
for fiscal year 1951 total $48,201,587,443, distributed as follows: 
Office of the Secretary of Defense__.-..........-.----------- $684, 300, 000 
Peperemneny OF tre sarty. ogee ee oS to... ce. 39; 964) 162,143 


Deeemenie aoe deers oi Se SS UC on ee i. 12, 462, 074, 300 
Someriment Of tne Aik 7 O80G.3 | 6 one ic cea cnc eeu- secs 15, 79), 061, 000 


eee are a ene web eSw nn woe onsen c om 48, 201, 587, 443 


DEPARTMENT OF THE ARMY 


Finance Service, Army, travel of the Army.—The House allowed 
$35,000,000, the budget estimate. The committee recommends 
reduction of $3,000,000 or an appropriation of $32,000,000. In view 
of the lateness in the fiscal year for which this appropriation will be- 
come available, the committee is of the opinion that the recommended 
reduction can be absorbed in such items as transportation of house- 
hold goods, dependents, contract packing and crating, investigations, 
inspections, auditing, and travel of individuals and groups attending 
schools. 

Departmental salaries and expenses, contingent exrpenses.—The House 
allowed $1,274,000, the budget estimate, for this item. The com- 
mittee recommends a reduction of $24,000 or an appropriation of 
$1,250,000. The committee is of the opinion that procurement of 
office supplies and stationery should be held to a minimum. 


DEPARTMENT OF THE NAVY 


Navy personnel, general expenses.—The House allowed $20,873,000, 
the budget estimate, for this item. The committee recommends a 
reduction of $373,000 or an appropriation of $20,500,000. In aaa 
this token reduction, the committee gives indication of its _— 
that the closest possible scrutiny should be given, particularly t 
general expenses of the kind embraced in this category. 

Construction of aircraft and related procurement.—The Senate 
committee approves the appropriation of $508,000,000 as recom- 
mended by the House and the Bureau of the Budget for this item. 
However, it has amended the limiting proviso as instituted by the 
House which read as follows: 


That the amount to be used for the expansion of private plants shall not exceed 
$400,000,000. 


In place of this provision the committee recommends the following: 


That the amount to be expended on the purchase of land or the construction 

of buildings of any character for the expansion of private plants shall not exceed 
$100,000,000. 
Testimony presented before the committee indicated that not more 
than $100,000,000 was needed by the Department of the Navy for the 
expansion of private plants including the purchase of land. The 
reduction in this limitation does not restrict the authority to procure 
tools and equipment. 
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DEPARTMENT OF THE AIR ForcE 


Major procurement other than aircraft-——The House allowed $360,- 
000,000, the budget estimate for this item. The committee recom- 
mends a reduction of $20,000,000 or an appropriation of $340,000,000. 
In making this reduction the committee wishes it specifically under- 
stood that the cut shall not be applied to items necessary to the war 
effort and the strengthening of our national defenses. The justifica- 
tion (hearings, p. 93) shows that this appropriation is intended to 
cover five categories, including: weapons and ammunition, and training 
aids equipment. Of the total budget estimate, $251,219,000 was 
allocated to ground powered and marine equipment and other major 
equipment. An examination of the unit cost of items under these 
categories revealed the fact that in many cases vehicles of the same 
category used by other agencies of the Government are apparently 
being purchased for a lesser cost. The committee is of the opinion 
that $20,000,000 may easily be absorbed in these two categories. 

During the course of the hearing, the committee requested the rep- 
resentatives of the Department of Defense to make a reexamination 
of the cost of all of these items with the view to standardizing all 
equipment and eliminating unnecessary refinements, thus reducing 
the unit cost and the total outlay. 

Acquisition and construction of real property—The House allowed 
$300,000,000, the budget estimate, for this appropriation item. The 
committee recommends a reduction of $18,336,000 to comply with 
the suggestion of the Department of the Air Force which reported to 
the committee subsequent to the passage of the bill by the House, 
that the planned installation at Fort Snelling which was to cost 
$18,336,000, had been abandoned for technical reasons. Thus, with 
the concurrence of the Department of the Air Force, this amount 
has been deleted from the appropriation, thus reducing the recom- 
mended appropriation to $281,664,000. 


GENERAL PROVISIONS 


A new section to the “General provisions” of the bill, section 202, 
was inserted by the committee. This section provides that not to 
exceed $25,000,000 of any appropriations available to agencies of the 
Department of Defense for the fiscal year 1951, as may be determined 
by the Secretary of Defense, shall be transferred on or before August 
31, 1951, to the Office of Education, Federal Security Agency, for the 
construction of schools on Federal property at defense installations, 
as authorized in section 204 of Public Law 815, Eighty-first Congress, 
and when so transferred shall remain available until expended. 

This provision would have the corollary effect of making available 
a like sum for school construction in the local communities, as in the 
absence of this transfer authority—for which there is evident need— 
the Office of Education would be obliged to use substantial portions— 
perhaps 25 percent—of its own appropriation for school construction 
on military reservations. 
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PRICE INCREASES 


In its report on the second supplemental appropriation bill, 1951, 
filed December 20, 1950, this committee expressed profound concern 
over the increasing prices of national defense procurement. The 
committee report carried the startling fact that inflation had cut the 
value of defense appropriations approximately $3 billion. Specific 
items of increased prices were cited. 

Inflation continues to take its toll. Testimony during the hearings 
on the fourth supplemental appropriation bill, 1951, is replete with 
evidence that in many items a 20- to 30-percent increase in cost has 
reduced our defense spending power by just that much. In certain 
special items increases in cost have ranged as high as 340 and 380 
percent, although these are by no means typical. 

Out of a total of $2,850,869,000 contained in the budget estimate 
for the Department of the Army, 20 percent ($570,794,910) repre- 
sents amounts to cover increased prices not already provided for in 
earlier appropriations.’ This $570,794,910 covers price increases on 
items originally costing $3,739,722,873, or an over-all increase of 15.3 
percent. 

The tabulation below indicates Department of the Army projects 
or items in this bill, the amount requested to cover price increases 
the original procurement costs before price increases, and the percent 
of increase. 





1 Originally the Department of Defense stated that the amount contained in the bill for price increases 


wa £$678,653,910. Later the figure was corrected to $570,794,910, the difference being due to increases for 
causes other than inflation. 
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Amounts included in fourth supplemental to cover price increases and the amount of 
procurement involved 


DEPARTMENT OF THE ARMY 


Amount re- 



































Amount of 
quested to Percent 
Project or item cover price Se increase 
increases 
Goonrtarnttes Gar iite, AAU . ctictnstenttindsisctpenwannnna _ 4, 352, 775 $256, 045, 580 1.7 
I CI Si tin nn ahbi bia abi ceidides heitialiaalclea 38, 426, 755 292, 195, 437 1.3 
Project— 
I I ti 2, 913, 679 39, 913, 413 7.3 
ee gg Rk Ce ae 13, 508, 562 79, 462, 131 17.0 
127. Special quartermaster equipment 3, 335, 934 65, 374, 860 5.1 
128. Supplies for handling liquid fuels and lubric ants_- 9, 408, 141 42, 764, 200 22.0 
129. Liquid fuels and lubricants_...................-.- 3, 811, 180 31, 759, 833 12.0 
I 2 PU I i i we ieriats Gs 5, 449, 259 32, 921, 000 16. 6 
Clothing and equipage: 
Project— 
131. Purchase of clothing and equipage-..........-.-- | 174, , 469, 000 610, 031, 400 28.6 
Gilat Darwin Sham De i id i a | 432, 206,095 | 343, 574, 894 I 38.5 
Item— 
I a i il 8, 832, 000 141, 182, 450 6.2 
5 AN/MPQ mobile counter motor fire-control radar-__- 4, 160, 000 13, 800, 000 30.0 
7 Pu-181 (/PGC-1 power unit__............. sisi 712, 096 570, 770 124.7 
16 TC-21 telephone terminal set.................-..-.- 267, 930 8, 830, 420 3.0 
17 TC-22 telegraph terminal set......................- 312, 051 1, 629, 240 19.2 
Ca On de cei bite 2, 150, 000 7, 448, 227 28.9 
19 AN/TRC 12 radio relay set...-...............-2.2.. 2, 058, 960 4, 142, 148 49.7 
20 CX-1065 ()/G cable assembly....................... 2, 304, 225 24, 148, 399 9.6 
21 SB-22 ()/PT switchboard portable. ...............- 14, 633, 056 8, 099, 150 180.7 
22 SB-86 ()/P switchboard 6, 549, 871 1, 711, 000 382.8 
23 AN/GRR-5 radio set._.._...- 2, 644, 800 1, 923. 200 137.5 
DE Gy Pe ere PO OO ao is ob os ec hte coe eS 1, 251, 250 4, 068, 000 30.8 
25 AN/TCC-4 telegraph terminal set...............-. 8, 327, 016 8, 533, 390 97.6 
26 AN/TND-1 sound ranging set..............-.....- 4, 335, 000 | 2, 142, 252 202. 4 
27 AN/TRC-11 radio terminal set 1, 841, 520 2, 967, 796 62.1 
9 
re a a a caaietioms 3, 017, 295 91, 240, 400 3.3 
30 AN/TLB-1 search receiver.......................-- 1, 693. 900 6 


1, 348. 996 125, 
5, 





28 AN/TRC-24 Be seer ed 67, 115, 125 | 19, 789, 056 339. 











og gE See ee Sea 34, 242, 285 345, 000, 000 | 9.9 
Ordnance Service and supplies, Army:! 
Project— | 
120. Procurement of ammunition—artillery ammuni- | 
OR a Seca phi ciate eens cca tate ae tiene ae tate 187, 000, 000 | | 1,892, 282, 508 | 9.9 
Maintenance and operation, USMA--..-.-......--..-.--..---- 98, 000. | 593, 0 Se | 16.5 
NG Si oe ee 570, 794,910 | 3 , 739, 722, 873 TP 15.3 





1 Projects 131 and 133, “Ordnance Service and supplies,” have been omitted from the tabulation because 
the increase in prices on those items was due to: Project 131, changes in specifications and modifications of 
the end item; project 133, the original estimated contract cost was submitted without benefit of production 
engineering or drawings. (See p. 241 of hearings on Fourth Supplemental.) 


The most startling percentage increase is shown for Signal Service 
equipment, averaging 38.5 percent, with certain items. going well 
above 300 percent. It should be noted that the increase for the Signal 
Service covers a period in most cases back to the original budget 
prepared in September of 1949. A number of these items, however, 
were newly developed and had never been produced in quantity, so 
that original price estimates were necessarily based on preiiminary 
engineering estimates and subsequent price quotations reflect in some 
instances revised cost estimates based on definitive contracts. It is 
also noted that in a number of cases the increased cost partially 
results from tooling and engineering costs for new sources of produc- 
tion. <A second category showing substantial increase is for clothing 
and equipage, with an increase of 28.6 percent. Amounts for the 


2 een nrrmnnenrcae ener men Hee 
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Quartermaster Service, principally food, have increased 1.7 percent 
since last December when amounts were granted in the second supple- 
mental to cover food price increases to that date. In reference to 
the Signal Service increases, it is surprising that quantity produc- 
tion of this equipment has not brought about reduction in unit costs 
to offset, at least in part, increased costs of labor and materials. The 
cost of one type of switchboard has risen from $994 to $4,802, or 
383 percent. Portable switchboards have gone from $518 to $1,454, 
or 180 percent. A special-type radio set has gone from $4,597 to 
$20,185, an increase of 339.2 percent. Another radio set went from 
$400 to $950, or 137 percent. Sound-ranging sets have jumped from 
$4,959 to $15,000, an increase of 202 percent. Power units have risen 
from $333 to $748, or 124 percent. Ultimate price redetermination 
on these contracts may result in lower unit costs, but the amount and 
extent of these changes cannot be anticipated until there has been 
substantial production experience with these items. 

The Air Force reports that despite higher material, labor, and other 
costs the unit price of Air Force equipment, excluding airframes, 
research and development, and initial tooling costs, remains at the 
same level in general as that existing last June before the outbreak 
of the Korean War. These cost increases, according to the Air 
Force, have been offset by economies of quantity production—esti- 
mated at 20 to 25 percent. The dollar value of Air Force procure- 
ment has increased over 200 percent in the last year. Therefore, 
in the view of the Department of the Air Force the money requested 
in this bill contains no item identified to cover cost increases. 

Justifications submitted by the Department of the Air Force, when 
compared with those for the Transportation Service and the Engineer 
Service, Army, revealed considerable differences in cost for similar 
items of equipment, thus raising the questions of procurement pro- 
cedure and the possible need for further standardization of equipment 
within the services. As a result of these disclosures, during the hear- 
ings the chairman of the Armed Services Subcommittee requested the 
Corps of Engineers to make a review and make a report on the entire 
SS program with a view to effecting rules of standardization 

y which the cost of equipment may be reduced. 

The Department of the Navy included in the bill $80,035,000 to 
cover price increases. A breakdown of this amount is as follows: 
Military personnel, Navy: 





re rer a IS te ce cclawsudedccniecd $4, 568, 000 
ey ot as Pe Se Bk Ss esate 11, 669, 000 

Military personnel, Marine Corps: 
Sh a Sim ge ai 2, 985, 000 
ee ee a es cae ee oes s 2, 613, 000 
Construction of aircraft and related procurement_-__.__________--- 52, 000, 000 
Penns ep NRSIOR io ais ee. a ye o, Cha wd 5, 000, 000 
i a ahs Socrates ben ing See ininminnals awne<ie 1, 200, 000 
Gt abte Cotes cade Kaha bia ciupeaenccepaweocccee 80, 035, 000 


(a) The increase under travel represents the effect of revised Joint 
Travel Regulations, effective April 1, 1951. The regulations reduced 
officer travel rates by approximately 8 percent, but increased enlisted 
and dependent rates by 50 percent, an over-all increase of 33 percent. 

(6) The amount of the clothing-price increase is based upon an 
increase in the cost of the “‘clothing bag’’ (initial issue of clothing to 
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enlisted personnel) from $118.35 to $254.75 in the case of the Navy 
and from $148 to $231.72 in the case of the Marine Corps. In addi- 
tion, maintenance allowances for clothing increased approximately in 
proportion. 

(c) The $52,000,000 under construction of aircraft represents the 
net amount of price increases affecting aircraft components and 
accessories, principally electronic equipment, engines, and instru- 
ments. In general, aviation material prices have increased about 
20 percent, but the economies of quantity production have tended to 
offset a portion of this. 

(d) The $5,000,000 shown under aircraft and facilities represents 
increased costs of special aviation material and labor rates and is 
required to maintain the previously programed level of operations and 
necessary support. 

(e) The $1,200,000 under medical care represents a 5.2 percent 
increase in prices for medical stores, based upon an item analysis of 
July 1950 to February 1951 procurement made by the Army Surgeon 
General, and approved by the Bureau of the Budget in their review 
of the supplemental estimates. The 5.2 percent was applied to the 
$24,296,000 value of medical stores in the 1951 Budget. 

Total lost purchasing power in all 1951 appropriations for the Navy 
Department is estimated at $1,000,000,000. The effect of this 
decrease in purchasing power can best be visualized in terms of types 
of end items. For example, based upon averages of the current 
estimated costs of various types of equipment in significant categories 
the purchasing power lost by inflation represents, roughly, any one o 
the following: 5 large aircraft carriers, 40 destroyers, 60 submarines, 
2,500 fighter aircraft, or 100,000 torpedoes. 

In recognition of the problem of price increases and its effect on the 
procurement of defense materials, the Armed Services Subcommittee 
has advised the Department of Defense that the whole problem of 
procurement prices will be made subject to detailed scrutiny during 
consideration of the appropriation for fiscal 1952. 


DEFENSE CONSTRUCTION 


This bill carries funds for the construction of buildings under the 
appropriations provided for the Corps of Engineers, for the Ordnance 
Department, for the aircraft procurement program of the Navy, for 
public-works program of the Navy and the acquisition and construc- 
tion of real property functions of the Department of the Air Force. 

The committee has advised the Defense Establishment that a thor- 
ough study of expenditures of this character will be made in connection 
with appropriations for fiscal year 1952 in order to determine what 
economies may be effected in the character of the construction pro- 
grams which are initiated and carried on. The study was not made in 
connection with this bill because the funds here carried are intended to 
cover deficiencies already incurred and obligations already assumed. 


CIVILIAN PERSONNEL 


Likewise, it is the intention of the subcommittee to conduct in con- 
nection with the appropriation for fiscal 1952 a thorough study of 
civilian personnel policies, of policies affecting procurement, and of the 
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effect of inflation on the cost of defense as well as of the steps which 
may be advantageously taken by the Department of Defense to hold 
appropriations to a minimum. 


INCREASES AND LIMITATIONS 


Atomic Energy Commission. --.........-.--.----- $12, 523, 000 


The increase recommended by the committee is to pro- 
vide a total amount of $59,323,000 of additional funds for 
the Commission. The committee agreed with the House 
reduction of $4,500,000, to be accomplished through defer- 
ments of construction and savings from the estimates, and 
in addition has reduced the request by $477,000 due to 
deferment. The committee has approved in full the sup- 
plemental estimate presented to the Senate in 8. Doc. 37, 
in the amount of $13,000,000. 


Office of Housing Expediter: 
Salaries and expenses: 


The committee recommends that the following para- 
graph be added to the bill: 
Office of the Housing Expediter: 
Salaries and expenses: 

The amount made available under this 

head in the Supplemental Appropriation 

Act, 1951, only for the payment of ter- 

minal leave, as amended by the Third 

Supplemental Appropriation Act, 1951, 

is changed from $1,750,000 to $1,000,000. 

This will make available $750,000 of 

the amount set aside for the payment 

of termina! leave for the operating ex- 

penses of the Office of Housing Expe- 

diter during the remainder of the fiscal 

year, and was part of an original Senate 

amendment to the Third Supplemental 
Appropriation Act, 


DECREASES AND LIMITATIONS 


DEPARTMENT OF THE ARMY 


Finance Service, travel of the Army---_________--- $3, 000, 000 

Departmental salaries and expenses, contingent 
I el Ni ene een dies cee eee en awe 24, 000 
Total decreases, Department of the Army --- 3, 024, 000 


DEPARTMENT OF THE Navy 


Navy personnel, general expenses___.._-.....------ 373, 000 
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DECREASES AND LIMITATIONS—Continued 


Construction of aircraft and related procurement: 
The committee recommends that the following 
limiting proviso be deleted: 


: Provided further, That the amount to be used for 


the expansion of private plants shall not exceed 
$400,000,000 


and that the following limiting proviso be inserted 
in lieu thereof: 


: Provided further, That the amount to be expended on 
the purchase of land or the construction of buildings of 
any character for the expansion of private plants shall 
not exceed $100,000,000 


DEPARTMENT OF THE AIR ForcE 











Major procurement other than aircraft_..__......_- $20, 000, 000 
Acquisition and construction of real property - ------ 18, 336, 000 
Total decreases, Department of the Air Force__ 38, 336, 000 
Total decreases, Department of Defense__---- 41, 733, 000 


GENERAL PROVISIONS 


The committee recommends the insertion of a new 
section 202, to read as follows: 


Sec. 202. Not to exceed $25,000,000 of any appropriations 
available to agencies of the Department of Defense for the fiscal 
year 1951, as may be determined by the Secretary of Defense, shall 
be transferred on or before August 31, 1951, to the Office of Educa- 
tion, Federal Security Agency, for the construction of schools on 
Federal property at defense installations, as authorized in Section 
204 of Public Law 815, 81st Congress, and when so transferred 
shall remain available until expended. 


‘Teta meremeens Bist I A eae i $12, 523, 000 
EEG CE Te OLE AAA ED ALENT 41, 733, 000 
BU I nn ke et ne Aha) ad Sed pdm eve 29, 210, 000 


Amount of bill as reported to Senate_.........----- 6, 438, 996, 000 


— 
nm 


1951 
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Calendar No. 310 


82n CoNGRESS SENATE REpPortT 
Ist Session No. 330 


AUTHORIZING THE ATTENDANCE OF THE UNITED STATES NAVY 
BAND AT THE FINAL REUNION OF THE UNITED CONFEDERATE 
VETERANS TO BE HELD IN NORFOLK, VA., MAY 30 THROUGH 
JUNE 2, 1951 


May 22 (legislative day, May 17), 1951.—Ordered to be printed 


. Ligne, from the Committee on Armed Services, submitted the 


¥ 


following 


REPORT 
[To accompany H, R. 2952] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 2952) to authorize the attendance of the United States Navy 
Band at the final reunion of the United Confederate Veterans to be 
held in Norfolk, Va., May 30 through June 2, 1951, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 

The purpose of this bill is to authorize the Navy Band to attend the 
final reunion of the United Confederate Veterans to be held in Norfolk, 
Va., May 30 through June 2, 1951, inclusive. 

It has been the policy of the Congress for many years to authorize 
either the Navy Band or the Marine Corps Band to attend the annual 
reunions of the United Confederate Veterans and the Grand Army of 
the Republic. It will be noted that this is the final reunion of the 
United Confederate Veterans and the committee recommends the 
continuation of the established policy of permitting the band to attend 
this final reunion. 

Should the band attend this reunion in the absence of the legislation 
proposed in this bill, it would have to be done at the individual ex- 
pense of the members. The committee feels that the members of the 
band should not be requested to attend affairs of this or any similar 
kind at a personal sacrifice and, therefore, reports this bill favorably. 
The Navy Department estimates the cost of this legislation to be 
$5,080. 
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The committee has been advised by the Navy Department that it 
favors enactment of this legislation, as evidenced in the following 


letter addressed to the chairman of the House Armed Services 
Committee: 


DEPARTMENT OF THE Navy, 
OFFICE OF THE JUDGE ADVOCATE GENERAL, 


Washington 25, D. C., March 30, 1961. 
Hon. Cari VINSON, 


Chairman, Committee on Armed Services, 
House of Representatives. 

My Dear Mr. CuHarrMan: Your request for comments on H. R. 2952, to 
authorize the attendance of the United States Navy Band at the final reunion of 
the United Confederate Veterans to be held in Norfolk, Va., May 30 through June 
2, 1951, has been assigned to this Department by the Secretary of Defense for the 
preparation of a report thereon expressing the views of the Department of Defense. 

The purpose of the bill is as set forth in the title. 

The Navy Band will be available to attend this reunion. The estimated cost 
of travel and subsistence for the members of the band is $5,080. 

The Navy Department, on behalf of the Department of Defense, recommends 
enactment of H, R. 2952. 

This report has been coordinated within the Department of Defense in accord- 
ance with procedures prescribed by the Secretary of Defense. 

The Navy Department has been advised by the Bureau of the Budget that there 
is no objection to the submission of this report to the Congress. 

Sincerely yours, 
G. L. Russet, 
Rear Admiral, United States Navy, 
Judge Advocate General of the Navy. 


O 
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EXTENDING SAME RENEWAL AND ADJUSTMENT PRIV- 
ILEGES TO SCREEN VEHICLE CONTRACTORS NOW 
BXJOPED BY STAR-ROUTE CONTRACTORS 


r 22 (legislative day, May 17), 1951.—Ordered to be printed 


Ir. UNpERWoop, from the Committee on Post Office and Civil 
Service, submitted the following 


REPORT 
[To accompany 8S. 759] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (S. 759) to extend to screen vehicle contractors benefits 
accorded star-route contractors with respect to the renewal of con- 
tracts and adjustment of contract pay, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

STATEMENT 


This bill proposes to extend to screen vehicle contractors benefits 
presently enjoyed by star-route contractors under Public Law 669, 
Eightieth Congress (62 Stat. 477). 

There are presently 173 screen vehicle contracts in the United 
States as compared with nearly 12,000 star-route contracts. This 
contract operation involves the carrying of the mail to and from the 
post offices to railroad stations, boat landings, etc. 

While the functions of screen vehicle contractors and those holding 
star-route contracts are not identical, there is a similarity in the 
requirement of special equipment suitable for such service and it is 
felt that it is to the interest of both the Post Office Department and 
the screen vehicle contractors to extend the provisions of Public 
Law 669 so as to give the Postmaster General the same authority to 
protect the screen vehicle contractors who have performed satis- 
factory service presently enjoyed by the star-route contractors. As 
pointed out by the Postmaster General these screen vehicle con- 
tractors are required to provide special trucks and other equipment 
frequently used solely in the performance of the postal contract. In 
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fact, the screen vehicle service requires even more specialized equip- 
ment than that required of star-route contractors due to the fact 
that the screen wagon contractors are required to haul valuable 
registered and ordinary mail between post offices, between offices and 
rauroad stations and terminal railway post offices, and between post 
offices, stations, branches, and certain other exchange points within 
cities, and trucks of suitable body and chassis capacity must be 
furnished by the contractors. 

The screen-wagon service is usually performed under formal con- 
tract with bond and with specifications regarding equipment and 
performance. What S. 759 actually does is to authorize the Post- 
master General to renew any screen-vehicle contract at the rate pre- 
vailing at the end of the contract term for an additional term of 4 
years and permits him to readjust the compensation of the screen- 
vehicle contractor for increased or decreased compensation costs 
occasioned by changed conditions occurring during the contract term, 
in exactly the same manner as applies to star-route contracts. 

Cost: In his favorable report the Postmaster General points out 
that during a period of rising costs, this bill would increase the ex- 
penditures of the Post Office Department but says it is not possible 
to estimate the additional cost. He further states that, during a 
period of declining prices, it is conceivable that there might accrue 
some savings in the readjustment of contracts under the provisions 


of the bill. 
AGENCY REPORTS 


Attached is a favorable report from the Postmaster General and 
an unfavorable report from the Comptroller General. Inasmuch as 
the committee is not reporting S. 717, a bill to provide for renewal of 
and adjustment of compensation under contracts for carrying mail on 
inland water routes, the suggestion of the Comptroller General to 
merge S. 717 and S. 759 is not feasible. 


OFFICE OF THE PosTMASTER GENERAL, 
Washington 25, D. C., May 9, 1951. 
Hon. Ouin D. Jounston, 
Chairman, Commitiee on Post Office and Civil Service, 
United States Senate. 

Dear Mr. CHArRMAN: Reference is made to your request for a report on 8. 759, 
a bill to extend to screen vehicle contractors benefits accorded star-route contrac- 
tors with respect to the renewal of contracts and adjustment of contract pay. 

The measure provides: 

“That (a) clause (1) of the next to last paragraph of section 3951 of the Revised 
Statutes, as amended (U. 8. C., title 39, sec. 434), is amended by inserting after 
the words ‘star-route’ the words ‘or screen vehicle service’ ; 

‘““(b) Clause (2) of such paragraph is amended by inserting after the word 
‘route’ wherever it appears in such clause the words ‘or contract’; 

“‘(e) The last paragraph of such section is amended by inserting after the words 
‘star-route’ the words ‘or screen vehicle service’.”’ 

The measure would have the effect of amending Public Law 669, Eightieth 
Congress, second session, as amended by Public Law 577, Eighty-first Congress, 
second session, to read as follows (language inserted by this measure is italicized): 

“The Postmaster General may, in his discretion and in the interest of the postal 
service, (1) notwithstanding the provisions of section 3949 of the Revised Statutes, 
as amended (U.S. C., title 39, sec. 429), by mutual agreement with the holder of 
any star-route or screen vehicle service contract, renew such contract at the rate pre- 
vailing at the end of the contract term for additional terms of four years with 
such bond as may be required by the Postmaster General, or (2) in any case in 
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which a contractor has sublet the route or contract in accordance with law and 
does not indicate in writing to the Postmaster General at least ninety days before 
the end of the contract term that he desires to renew the contract, the Postmaster 
General may enter into a contract upon the same terms with such bond as may be 
required by the Postmaster General, without advertising the route or contract 
for bids, with a subcontractor then operating the route or contract who has 
erformed the services required under the contract to the satisfaction of the 
Postmaster General for a period of at least one year. Any such contract may be 
terminated at the end of any four-year term at the option of the Postmaster 
General or the contractor or terminated at any time by operation of any existing 
law. 

“The Postmaster General may, in his discretion and under such regulations as 
he may prescribe, with the consent of the contractor, and without regard to the 
provisions of section 3958 and 3961 of the Revised Statutes, as amended (U.S. C., 
1940 edition, title 39, secs. 438 and 441), readjust the compensation of a star- 
route or screen vehicle service contractor for increased or decreased costs occasioned 
by changed conditions occurring during the contract term which could not reason- 
ably have been anticipated at the time of making his original proposal or executing 
his bond for renewed contract as provided herein.” 

The provisions of Public Law 669, Eightieth Congress, and Public Law 577, 
EKighty-first Congress, were intended to protect star-route contractors who per 
formed satisfactory service. These contractors are required to provide special 
trucks and other equipment for the execution of their contracts and the special 
equipment is frequently used solely in the performance of postal duties. There- 
fore, it is in the interest of good postal service to provide satisfactory contractors 
with certain protection for their equipment investment and thus to encourage 
them to provide adequate and satisfactory equipment. 

The extension of this law to include screen vehicle contractors and contracts 
would, during this period of rising costs, increase the expenditures of the Depart- 
ment for this service. There are 173 screen-wagon contractors. It is not possible, 
however, to estimate the additional cost that would be involved. At some future 
date, during a period of declining prices, it is conceivable that there might accrue 
to the Department some savings in the readjustment of contracts under the 
provisions of this measure. 

The class of service required of screen-wagon contractors requires the furnishing 
of even more specialized equipment than that provided by star-route contractors. 
Due to the fact that screen wagon contractors are required to haul valuable 
registered and ordinary mail between post offices, between offices and railroad 
stations and terminal railway post offices, and between post offices, stations, 
branches, and certain other exchange points within cities, the contractors are 
required to furnish regulation mail trucks of suitable body and chassis capacity. 
It would seem that, in the interest of good postal service, the Department also 
should be in a position to provide satisfactory screen wagon contractors with 
protection for their equipment investment. 

In view of the foregoing, this Department will interpose no objections to the 
enactment of this legislation. 

This report has not been cleared through the Bureau of the Budget. 

Sincerely yours, 
J. M. Donatpson, 


Postmaster General. 





CoMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington 25, March 15, 1961. 
Hon. Ourn D. JoHNstToN, 
Chairman, Committee on Post Office and Civil Service, 
United States Senate. 


My Dear Mr. CuHarrman: Reference is made to your letter of February 2, 
1951, acknowledged by telephone February 5, requesting a report upon 8. 759, 
Eighty-second Congress, entitled, ‘A bill to extend to screen vehicle contractors 
benefits accorded star-route contractors with respect to the renewal of contracts 
and adjustment of contract pay.” 

The bill would extend to screen vehicle contractors the benefits of the last two 
paragraphs of section 3951, Revised Statutes (39 U. 8S. C. 434), as added by the 
act of June 19, 1948 (62 Stat. 477), and the act of June 27, 1950 (64 Stat. 260). 
The said paragraphs have the effect of dispensing with the competitive bid 
requirements of 39 U. S. C. 421; id. 429, in the cases covered thereby, by author- 
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izing the Postmaster General to renew any star-route contract at the rate pre- 
vailing at the end of the contract term for an additional term of 4 years. Also, 
the paragraphs permit the readjustment of the compensation of a star-route 
contractor for increased or decreased costs occasioned by changed conditions 
occurring during the contract term. 

As stated in Office report dated June 19, 1950, B-78175, in connection with a 
similar bill, 8. 3754, of the Eighty-first Congress, the volume of mail handled 
under the screen vehicle service type contract frequently is so large as to require 
the use of numerous vehicles operated by persons employed by the screen vehicle 
service contractor for that purpose, whereas in the case of star-route contracts 
the volume of mail handled is much smaller and usually entails the service of the 
star-route contractor as an individual in a manner similar to rural route carriers. 
In other words, it appears that the service under a screen vehicle contract is not 
performed by the contractor individually as a one-man job as is the average star 
route. 

While no objection was raised by this Office in the said report of July 19, 1950, 
in connection with 8. 3754, Eighty-first Congress, since it appears that the screen 
vehicle service is not properly comparable with the star-route service, favorable 
consideration of the bill is not recommended. 

However, if the bill is to receive consideration, it is suggested that it be merged 
with 8. 717, Eighty-second Congress, which proposes to extend the benefits of 
the last two paragraphs of 39 U. 8. C. 434, to power-boat contractors on inland 
waters within the continental United States. 

Sincerely yours, 
FRANK L. YATEs, 
Acting Comptroller General of the United States. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill (S. 759), 
as reported, are shown as follows (existing law in which no change is 
proposed is shown in roman, new matter is printed in italics): 


To provide for the carrying of mail on star routes, and for other purposes (Public Law 669, 80th Cong., 62 
Stat. 477) as amended (39 U.S. C. 434). 


That section 3951 of the Revised Statutes, as amended (U. 8. C., 1940 edition 
title 39, sec. 434), is amended by adding at the end thereof the following: 

“The Postmaster General may, in his discretion and in the interest of postal 
service, (1) notwithstanding the provisions of section 3949 of the Revised Statutes, 
as amended (U. 58. C., 1940 edition, title 39, sec. 429), by mutual agreement with 
the holder of any star route or screen vehicle service contract renew such contract 
at the rate prevailing at the end of the contract term, for additional terms of four 
years with such bond as may be required by the Postmaster General, (2) in any 
case in which a contractor has sub-let the route or contract in accordance with law 
and does not indicate in writing to the Postmaster General at least 90 days before 
the end of the contract term that he desires to renew the contract, the Postmaster 
General may enter into a contract upon the same terms with such bond as may be 
required by the Postmaster General, without advertising the route for bids, with 
a subcontractor then operating the route or contract who has performed the services 
required under the contract to the satisfaction of the Postmaster General for a 
period of at least one year. Any such contract may be terminated at the end of 
any four-year term at the option of the Postmaster General or the contractor or 
terminated at any time by operation of any existing law. 

“The Postmaster General may, in his discretion and under such regulations as 
he may prescribe, with the consent of the contractor, and without regard to the 
provisions of sections 3958 and 3961 of the Revised Statutes, as amended (U.S. C., 
1940 edition, title 39, secs. 438 and 441), readjust the compensation of a star-route 
or screen vehicle service contractor for increased or decreased costs occasioned by 
changed conditions occurring during the contract term which could not reasonably 
have been anticipated at the time of making his original proposal or executing his 
bond for a renewed contract as provided herein.” 


O 
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Mr. EuvkRwoor, from the Committee on Post Office and Civil Service, 
‘ submitted the following 


REPORT 


{To accompany S. 826] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (S. 826) to provide free postage for members of the 
Armed Forces of the United States, having considered the same, 
report favorably thereon with an amendment and recommend that 
the bill, as amended, do pass. 


STATEMENT 


Two bills were introduced in this session designed to extend certain 
franking privileges to members of the Armed Forces of the United 
States in varying degrees. 

S. 81, a bill to provide free postage for members of the Armed 
Forces while confined for treatment in a military or naval hospital 
outside the continental limits of the United States, reads: 

That any first-class letter mail matter admissible to the mails as ordinary mail 
matter which is sent by a member of the Armed Forces of the United States 
(including the United States Coast Guard), while on active duty, or in the active 
service of the Armed Forces of the United States and confined for treatment in a 
military or naval hospital located outside the continental limits of the United 
States, to any person in the United States, including the Territories and posses- 
sions thereof, shall be transmitted in the mails free of postage, subject to such 
rules and regulations as the Postmaster General shall prescribe. 


S. 826, as introduced, was a bill to provide free postage for members 
of the Armed Forces of the United States. 

In its consideration of both measures, the committee, after hearings 
thereon, felt that desirable legislation along this line would be to give 
the same benefits as to free mail to members of the Armed Forces, in- 
cluding the Coast Guard, as was enjoyed by such members, ine luding 
the Coast Guard, during World War II. In its amended form S. 826 
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does this and makes unnecessary further consideration of S. 81 since 
its provisions are embraced in the amended bill. Also, it is unneces- 
sary to consider legislation to extend Public Law 609, Eighty-first 
Congress, which expires June 30, 1951. 

While technically the United States is not at war at the present time, 
an actual war is going on with its heavy daily toll of casualties. It is 
believed that if this privilege to those of our Armed Forces during 
World War II was justified that it is as equally justified today. 

This franking privilege is extended to all in our Armed Forces if 
on active duty or in the active service and includes those overseas and 
within the continental United States if on such active duty, including 
those in military or naval hospitals. It will be noted that the letter 
must be addressed to a person in the United States, its Territories and 
possessions. Since the Coast Guard is not technically a part of the 
Armed Forces in time of peace, it was.necessary to specifically include 
those of the Coast Guard, as was done in World War II. The bill does 
not extend the franking privilege to veterans of any war even when 
confined in veterans’ hospitals. 

Section 2 of the bill repeals Public..Law 609 of the Eighty-first 
Congress, which is no longer necessary with the enactment of this 
legislation, and which reads as follows: 


That any first-class letter mail matter admissible to the mails as ordinary mail 
matter which is sent by a member of the Armed Forces of the United States, 
while on active duty or in the active service of the Armed Forces of the United 
States in Korea and such other areas as the President of the United States may 
hereafter designate as combat zones or theaters of military operations, to any 
person in the United States, including the Territories and possessions thereof, 
shall be transmitted in the mails free of postage, subject to such rules and regula- 
tions as the Postmaster General may prescribe: Provided, That, when specified 
by the sender, letters weighing not to exceed 1 ounce shall be transmitted to 
destination by air mail, dependent upon air space availability therefor. 

Sec. 2. The free mailing privileges above granted shall become effective upon 
the date of enactment of this act and shall continue until June 30, 1951, unless 
terminated at an earlier date by concurrent resolution of the Congress, or by 
direction of the President. 


AGENCY REPORTS 


The attached reports from the Comptroller General, the Director 
of the Bureau of the Budget, and the Postmaster General were 
directed to S. 826 as introduced. 

It will be noted that the report of the Director of the Bureau of the 
Budget refers to two additional bills, S. 81, the provisions of which are 
contained in S. 826, as amended, and S. 1215 now pending before this 
committee. In its final action on S. 826 in amended form the com- 
mittee took into consideration the recommendation of the Bureau of 
the Budget that legislation on free postage for those of the Armed 
Forces of the United States be limited to an extension of the provi- 
sions of Public Law 609 of the Eighty-first Congress. However, the 
committee feels that Public Law 609 does not go far enough and that 
those of our Armed Forces today should have equal franking privileges 
accorded to members in World War Ii, 

In connection with the hearings on S, 81 and S. 826, the committee, 
in conjunction with representatives of the Defense Department and 
the Post Office Department, worked out a bill to conform to legislation 
in effect during World War II. 5S. 826, as amended, meets with the 
approval of the Post Office and Defense Departments. 
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CoMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, February 26, 1951. 
Hon. Ourn D. Jonnston, 
Chairman, Committee on Post Office and Civil Service, 
Senate Office Burlding. 

My Dear Mr. CnHarrMan: Reference is made to your letter of February 9, 
1951, acknowledged by telephone February 13, requesting a report on 8. 826, 
Eighty-second Congress, entitled, ‘A bill to provide free postage for members of 
the Armed Forces of the United States.”’ 

The bill provides: 

“That any first-class letter mail matter admissible to the mails as ordinary mail 
matter which is sent by a member of the Armed Forces of the United States, while 
on active duty or in the active service of the Armed Forces of the United States, 
to any person in the United States, including the Territories and possessions there- 
of, shall be transmitted in the mails free of postage, subject to such rules and 
regulations as the Postmaster General shall prescribe. 

“Sec. 2. The act entitled ‘‘An act to provide free postage for members of the 
Armed Forces of the United States in specified areas,’’ approved July 12, 1950 
(64 Stat. 336), is hereby repealed. 

With the exception of the benefits contained in the proviso of the act of July 12, 
1950 (64 Stat. 336) concerning the transmission of air mail, the proposed bill 
would extend the franking privileges now granted members of the Armed Forces 
of the United States who are on active duty or in the active services of the Armed 
Forces in Korea or in other designated combat zones or theaters of military 
operations under the act of July 12, 1950, to all members of the Armed Forces 
notwithstanding where they are situated. 

There are now pending in the House of Representatives proposed bills which are 
similar in their objective to 8. 826. (See H. R. 147, H. R. 375, H. R. 1064, H. R. 
1554, H. R. 1608, H. R. 17438, H. R. 1886, H. R. 1888, H. R. 1943, H. R. 2492, 
82d Cong.) 

The enactment of the proposed legislation would create no administrative or 
budgetary difficulties insofar as the General Accounting Office is concerned. 
However, this office is not in a position to furnish any definite advice as to how 
the legislation would affect the Post Office Department in such regard, which 
Department will be charged with supervising and regulating the proposed postal 
privileges. 

Other than the statements made above, this Office has no recommendation to 
make with respect to the enactment of S. 826. 

Pursuant to your request, four carbon copies of this report are enclosed here- 
with, 

Sincerely yours, 
Ek. L. FisHer, 
Acting Comptroller General of the United States 





EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., April 23, 1951. 
Hon. Ouin D. Jounston, 
Chairman, Senate Committee on Post.Qffice and Civil Service, 
Senate Office Building, Washington, D. C. 


My Dear Senator Jonnston: This will acknowledge your letters of January 
12, and February 9, 1951, inviting the Bureau of the Budget to comment on S. 81 
and 8. 826, bills to provide free postage to members of the Armed Forces. By 
letter of March 29, 1951, you also invite comments on 8. 1215, a bill to extend the 
franking privilege to certain civil defense agencies of the States, Territories, and 
the District of Columbia for the transmission of their official correspondence and 
informational matter without charge for postage. 

As you know, Public Law 609, Eighty-first Congress, approved on July i2, 
1950, provides for free mailing privileges to certain members of the Armed Forces 
“in Korea and such other areas as the President of the United States may here- 
after designate as combat zones or theaters of military operation.’’? By the terms 
of the act the free mailing privileges expire on June 30, 1951. 

It is the view of this office that the privileges granted under Public Law 609 
should be extended beyond June 30, 1951. However, in light of present condi- 
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tions and the current postal deficit it is believed that there is no valid basis for 
extending the free mailing privilege to persons located in noncombat zones where 
facilities and conditions provide normal access to postal facilities. 
Accordingly, the Bureau of the Budget recommends that your committee not 
give favorable consideration to these proposals. 
Sincerely yours, 
F, J. Lawton, Director. 





OFFICE OF THE PosTMASTER GENERAL, 
Washington, D. C., April 4, 1951. 
Hon. Ouin D. Jonnston, 
Chairman, Committee on Post Office and Civil Service, 
United States Senate. 

Dear Mr. CHAIRMAN: Reference is made to your request for a report on S. 826, 
a bill to provide free postage for members of the Armed Forces of the United 
States. 

This bill extends the provisions of Public Law 609, Eighty-first Congress, 
second session, so as to include all members of the Armed Forces of the United 
States while on active duty or in the active service regardless of their station of 
duty. 

The free mailing privileges accorded to certain members of the Armed Forces 
by Public Law 609 will expire on June 30, 1951. 

In a letter addressed to the Director, Bureau of the Budget, on July 12, 1950, 
this Department endorsed Public Law 609 and recommended its approval by the 
President. 

The privileges granted under Public Law 609 should be extended beyond June 
30, 1951. If the Congress believes that these privileges should be extended in 
the manner proposed by 8. 826, this Department will interpose no objection. 

It is impossible to estimate, with any degree of accuracy, the cost to the Govern- 
ment in the event 8. 826 is enacted into law. Revenues received from those in 
the Armed Forces not within Public Law 609 will, of course, disappear. Assuming 
that there are or will be 3,500,000 men and women on active duty who write 
four letters a week, the Government will lose $21,800,000 annually. Whether 
this will be offset by increased revenue produced as the result of an increase in the 
amount of mail addressed to military personnel, I cannot state. There will be, 
of course, an increase in the amount of money the Department will have to pay 
to transportation facilities. Again, this cannot be estimated. 

Due to the urgency of your request, this report has not been cleared through 
the Bureau of the Budget. 

Sincerely yours, 
J. M. Donaupson, Postmaster General. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics): 


AN ACT To provide free postage for members of the Armed Forces of the United States in specified areas 
(Public Law 609, 81st Cong., July 12, 1950). 


{That any first-class letter mail matter admissible to the mails as ordinary 
mail matter which is sent by a member of the Armed Forces of the United States, 
while on active duty or in the active service of the Armed Forces of the United 
States in Korea and such other areas as the President of the United States may 
hereafter designate as combat zones or theaters of military operations, to any 
person in the United States, including the Territories and possessions thereof, 
shall be transmitted in the mails free of postage, subject to such rules and regu- 
lations as the Postmaster General may prescribe: Provided, That, when specified 
by the sender, letters weighing not to exceed one ounce shall be transmitted to 
destination by air mail, dependent upon air space availability therefor. 

[Sec. 2. The free mailing privileges above granted shall become effective upon 
the date of enactment of this Act and shall continue until June 30, 1951, unless 
terminated at an earlier date by concurrent resolution of the Congress, or by 
direction of the President.] 
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That any first-class letter mail matter admissible to the domestic mails of the United 
States as ordinary mail matter which is sent by a member of the Armed Forces of the 
United States (including the United States Coast Guard), while on active duty or in the 
active service of the Armed Forces of the United States, or while confined for treatment 
tn a military or naval hospital, to any person in the United States, including the 
Territories and possessions thereof, shall be transmitted in the mails free of postage, 
subject to such rules and regulations as the Postmaster General shall prescribe: 
Provided, That, first-class letter mail matter mailed by members of the Armed Forces, 
tncluding the United States Coast Guard, while in the active service and while serving 
outside the Continental United States, addressed to any person in the United States, 
including the Territories and possessions thereof, shall be transmitted by air mail, 
dependent upon air space availability therefor. 

Sze. 2. The Act entitled “‘An Act to provide free postage for members of the Armed 
Forces in the United States in specified areas,”’ approved July 12, 1950 (64 Stat. 336), 
ts hereby repealed. 

O 
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- Experwoop, from the Committee on Post Office and Civil 
= Service, submitted the following 


REPORT 
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— 
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[To accompany 8. 1246] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (S. 1246) to amend certain laws relating to the sub- 
mission of postmasters’ accounts under oath, and for other purposes, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


STATEMENT 


This bill amends three provisions of law dealing with the accounts 
postmasters are required to render to the Postmaster General, 
follows: 

1. Quarterly accounts of receipts. Under 39 United States Code 
42 (Rev. Stat. 3843), each postmaster is required to render to the 
Postmaster General, under oath, a quarterly account of all moneys 
received or charged by him or at his office, for postage, rent of boxes, 
or other receptacles for mail matter, or by reason of keeping a branch 
office, or for the delivery of mail matter in any manner whatever. 
S. 1246 amends this section in two aspects—by eliminating the jurat 
and the requirement as to rendition of quarterly accounts, leaving to 
the Postmaster General the designation of the time and form of such 
report. 

2. 39 United States Code 43 (Rev. Stat. 3844) prescribes the con- 
tents of the sworn statement the postmaster is required to submit 
quarterly with his accounts. Subsection (b) of S. 1246 makes tech- 
nical amendments to bring this section in conformity with the first 
subsection of the bill, by eliminating the requirement of a sworn 
statement, and substituting therefor a certification as prescribed by 
the Postmaster General. 


as 
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3. 39 United States Code 45 authorizes the Postmaster General to 
withhold commissions on cancellations of stamps and leaves to his 
discretion to determine what compensation should be paid to the 
postmaster when the Postmaster General is satisfied that the post- 
master has mailed or caused to be mailed a false return, leaving to the 
Postmaster General to prescribe the form of affidavit to be made by 
postmasters upon their returns. Subsection (c) of the bill substitutes 
“compensation” for ““commissions”’ and simplifies the language with- 
out changing the intent, which is to leave to the Postmaster General 
the determination as to what the compensation shall be and the exact 
form of the return. 

The elimination of the requirement of a jurat and otherwise sim- 
plifying the form of returns to be made by postmasters should result 
in a saving of time and money to them. After a study of the proposed 
legislation, both postmasters’ organizations, the National League of 
District Postmasters and the National Association of Postmasters, 
submitted written statements favoring the bill. 

A precedent for the elimination of the jurat in returns has been set 
by the Bureau of Internal Revenue in no longer requiring that tax 
returns be notarized, and this is true as to many other forms of Govern- 
ment reports. It is often a particular hardship to the postmasters in 
the smaller offices to have their reports notarized, frequently requiring 
that they go to some neighboring town to find a notary public. The 
postmaster has no funds provided for this expense, which, though not a 
large amount, amounts to a reduction in his compensation. 

lt is believed that a requirement for a jurat to such returns no 
longer serves a useful purpose and that a certification by the postmaster 
will carry as much credibility as a sworn statement. The law with 
respect to the making of a false statement willfully in any matter 
within the jurisdiction of any department of the United States (18 
U.S.C. 1001) and the law covering false, fictitious, or fraudulent claims 
(18 U.S. C. 287) provide strong penalties for an offender. 

The simplification designed in the bill is in line with the Post Office 
Department Financial Control Act of 1950 (Public Law 712, 81st 
Cong., 2d sess.), which law is now in effect and is designed to establish 
and maintain adequate and efficient systems of accounting. 

Subsection (c) of the bill deletes certain obsolete provisions in exist- 
ing law made necessary because postmasters are no longer paid com- 
missions on stamp cancellations. 

Cost: The bill will entail no cost but should result in a saving to 
both the Department and the postmasters. 


AGENCY REPORTS 


The attached reports are favorable as to the Bureau of the Budget, 
but the Comptroller General suggests four amendments in his report 
withholding approval. There is also attached copy of the Postmaster 
General’s request for this legislation. 

In his letter the Comptroller General makes the following recom- 
mendations: 

1. Amend section 8 (a) of Public Law 134, Seventy-ninth Congress 
(59 Stat. 437). This is somewhat of a technical nature, and it is 
admitted by both the Post Office Department and the General 
Accounting Office that no administrative difficulty will be encountered 
on this point if the bill is enacted as introduced. 
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Amend section 1 (a) of the bill to repeal the provisions of 39 
United States Code 42. This amendment is unnecessary since section 
1 (a) of S. 1246 amends 39 United States Code 42 as to bring it im 
line with the design of the proposed legislation. 

3. Amend the bill so as to omit either the provisions of section 1 (b) 
or the provisions of 1 (c) relative to certification for the reasons given 
by the Comptroller General. This amendment is also unnecessary 
since sections 1 (b) and 1 (ec) of S. 1246 amend sections 43 and 45 of 
title 39 of the United States Code to correctly bring both sections in 
line with the design of the proposed legislation. 

While the first three amendments of the Comptroller General 
are of a technical nature, his fourth suggestion raises the question of 
whether the Congress wishes to restrict a former delegation of author- 
ity to leave to the discretion of the Postmaster General the de termi- 
nation set forth in 39 United States Code 45. Unless the Congress 
wishes to change present law on this point, the suggested amendment 
is unnecessary since S. 1246 does not increase or change the present 
discretion of the Postmaster General with regard to withholding com- 
pensation in connection with false returns. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., May 1, 1951. 
Hon. Ouin D. JOHNSTON, 
Chairman, Committee on Post Office and Civil Service, 
United States Senate, Washington, D. C, 

My Dear Senator Jounston: This will acknowledge your letter of April 4, 
1951, inviting the Bureau of the Budget to comment on 8S. 1246, to amend certain 
laws relating to the submission of postmasters’ accounts under oath, and for other 
purposes. 

The purpose of this bill is to eliminate the requirement for quarterly submission 
of postmasters’ accounts under oath and to make other changes in existing law so 
as to permit such accounts to be submitted at such times as the Postmaster General 
may prescribe. Under the Post Office Department Financial Control Act of 1950 
(Public Law 712, 81st Cong.) it is incumbent upon the Postmaster General to 
establish and maintain adequate and efficient systems of accounting and internal 
control over the affairs of the Post Office Department. The Bureau believes that 
the changes proposed by this bill are in line with that act. 

Accordingly, the Bureau of the Budget recommends that your committee give 
favorable consideration to this bill. 

Sincerely vours, 
ELMER B. STAATs, 
Assistant Director. 





COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, May 11, 1951. 
Hon. Our D. Jonnston, 
Chairman, Commitiee on Post Office and Civil Service, 
United States Senate. 

My Dear Mr. CuarrMAN: Further reference is made to your letter of April 4, 
1951, acknowledged by telephone April 5, requesting my comments on 5. 1246, 
Kighty-second Congress, entitled “A bill to amend certain laws relating to the 
submission of postmasters’ accounts under oath, and for other purposes.”’ 

The provisions of 39 United States Code 42, require postmasters to render 
quarterly accounts under oath in such le as the Postmas ter General shall pre- 
scribe. Also, 39 United States Code 43 sets forth the form of sworn statement 
which the Postmaster General may require to accompany each quarterly account, 
and 39 United States Code 45 provides, in part, that the Postmaster General may 
prescribe the form of affidavit to be made by postmasters upon their returns. 

The bill provides for the amendment of such provisions of sections 42, 43, and 
45 of title 39, United States Code, to permit the Postmaster General to require a 
certification on each postal account in lieu of requiring each account to be sworn 
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to by the execution of a jurat. Also, section 1 (a) ef the bil! would amend 39 
United States Code 42 to remove the requirement that the postmasters’ accounts 
be submitted quarterly and would permit such accounts to be submitted “in such 
form and at such times’’ as the Postmaster General may prescribe. Upon removal 
of the requirement for quarterly returns, consideration should be given to an 
amendment to the provisions of section 8 (a) of the act of July 6, 1945, Public 
Law 134 (59 Stat. 437), requiring the adjustment of postmasters’ compensation 
upon the basis of quarterly returns. 

Under the provisions of 18 United States Code 1001, strong penalties are pre- 
scribed for the making of a false statement willfully in any matter within the 
jurisdiction of any Department of the United States. Similar penalties are pre- 
scribed by 18 United States Code 287 for making any false, fictitious, or fraudulent 
claims against the Government. It appears that a postmaster would be just as 
liable under such provisions for a false certification as he would for a false oath. 
Hence, the feature of the bill relative to a certification by a postmaster in lieu of 
an oath would not appear to be objectionable. 

The general authority under section 2 (b) of the Post Office Department 
Financial Control Act of 1950, approved August 17, 1950, Public Law 712, for the 
Postmaster General to establish and maintain adequate and efficient systems of 
accounting and of internal control appears sufficiently broad to authorize the 
Postmaster General to prescribe the form and the time of submissions of accounts 
of postmasters without additional legislation such as now is contained in 39 
United States Code 42, or as proposed in section 1 (a) of the bill. Hence, it is 
recommended that section | (a) of the bill be amended to repeal the provisions of 
39 United States Code 42. 

While section 1 (b) of the bill prescribes the form of certification to accompany 
“each account,” section 1 (c) provides that the form of certification to be made by 
postmasters “upon their returns” shall be such as may be prescribed by the 
Postmaster General. It is my understanding that “each account” of a post- 
master and ‘‘their returns”’ as those two terms are used in the bill, are one and the 
same thing. Hence, either the provisions of section 1 (b) or the provisions of 
section 1 (c) relative to the certification should be omitted from the bill. 

In addition to the above, section 1 (c) of the bill would reenact, in a modified 
form, the provisions of 39 United States Code 45 relative to the authority of the 
Postmaster General to withhold compensation where a postmaster has made a 
“false return of business’’ and to allow any compensation he may deem reasonable 
or proper under the circumstances. 

The compensation of postmasters is adjusted each fiscal year under section 
8 (a), Public Law 134, above, from their respective quarterly returns for the 
preceding calendar year based upon the gross postal receipts of their office. When 
a postmaster makes a false return of business by inflating his gross receipts, there 
generally results a subsequent increase in the postmaster’s compensation. Also, 
inflated gross receipts often result in a succeeding postmaster receiving a higher 
rate of compensation than authorized by statute, or an advancement in the class 
of a post office, or the employment of an additional clerk, or the granting of excess 
allowances for rent, fuel, and light. 

It is my opinion that a postmaster who makes a false return of business is not 
entitled to any consideration in adjusting his compensation within the discretion 
of the Postmaster General as now permitted under 39 United States Code 45, 
but that his compensation should be reduced retroactively to the rate specified 
for the true gross receipts as reconstructed by the Postmaster General. Hence, 
it is my recommendation that section 1 (c) of the bill be amended to provide 
for the repeal of the provisions of section 39 United States Code 45. 

In view of the objections to the bill as set out above, favorable consideration 
thereof in its present form is not recommended. 

Sincerely yours, 
LInpDsAY WARREN, 
Comptroller General of the United States. 
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OFFICE OF THE POSTMASTER GENERAL, 
Washington, D. C., March 21, 1951. 
Hon. ALBEN W. BaRKLEy, 
President of the United States Senate. 

Dear Mr. PreEsipENtT: Transmitted herewith, for consideration by the 
Congress, is proposed legislation to amend certain laws relating to the submis- 
sion of postmasters’ accounts under oath, and for other purposes. 

Pursuant to the laws embodied in sections 42, 43, and 45 of title 39, United 
States Code, the accounts submitted to the Postmaster General by postmasters 
must be rendered under oath. The laws embodied in sections 42 and 43 of title 
39, United States Code, which are predicated on section 3843 and section 3844, 
respectively, of the Revised Statutes, provide: 


39 Unirep States Cope 42 


“Every postmaster shall render to the Postmaster General, under oath, and in 
such form as the latter shall prescribe, a quarterly account of all moneys received 
or charged by him or at his office, for postage, rent of boxes or other receptacles 
for mail matter, or by reason of keeping a branch office, or for the delivery of 
mail matter in any manner whatever.” 


39 Unirep States Cope 43 


“The Postmaster General may require a sworn statement to accompany each 
quarterly account of a postmaster, to the effect that such account contains a true 
statement of the entire amount of postage, box rents, charges, and moneys col- 
lected or received at his office during the quarter; that he has not knowingly 
delivered, or permitted to be delivered, any mail matter on which the postage 
was not at the time paid; that such account exhibits truly and faithfully the 
entire receipts collected at his office, and which, by due diligence, could have been 
collected; and that the credits he claims are just and right.” 

The law in section 45 of title 39, United States Code, provides: 

“Tn any case where the Postmaster General shall be satisfied that a postmaster 
has made a false return of business, or that a postmaster has mailed or caused to 
be mailed matter in order to obtain commissions on cancellations of stamps, it 
shall be within the discretion of the Postmaster General to withhold commissions 
on such returns and to allow any compensation that under the circumstances he 
may deem reasonable or proper. The form of affidavit to be made by postmasters 
upon their returns shall be such as may be prescribed by the Postmaster General.”’ 

It is believed there is no longer a useful purpose to be served by the requirement 
that each postal account rendered by a postmaster be sworn to by the execution 
of a jurat. A certification by the postmaster would carry *s much credibility 
and would make the certifving individual just as responsible as does an oath. 
The law with respect to the making of a false statement willfully in any matter 
within the jurisdiction of any department of the United States (18 U.S. C. 1001), 
and the iaw covering false, fictitious, or fraudulent claims (18 U. S. C. 287) provide 
strong penalties for an offender. 

It is therefore proposed to amend the laws in sections 42, 43, and 45, title 39 
United States Code, to eliminate the requirement for the submission of postmast- 
ers’ accounts under oath. 

It also is proposed to make other changes in the laws to remove the requirement 
that the accounts be submitted quarterly, and to permit such accounts to be sub- 
mitted at such times as the Postmaster General may require. This change is in 
line with the Post Office Department Financial Control Act of 1950 (Public Law 
712, 81st Cong. 2d sess.). Under that act it is incumbent upon the Postmaster 
General to establish and maintain adequate and efficient systems of accounting 
and of internal control over the affairs of the Department. 

In addition, certain obsolete provisions would be deleted from the provisions of 
39 United States Code 45. Postmasters are no longer paid commissions on stamp 
cancellations. 

It is believed that the proposed legislation submitted herewith will accomplish 
the purposes desired, and its early enactment is recommended. 

It has been ascertained from the Bureau of the Budget that there is no objection 
to the submission of this report to the committee for its consideration. 

Sincerely yours, 
V. C. Burks, 
Acting Postmaster General. 








6 SIMPLIFYING POSTMASTERS’ ACCOUNTS 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Shepding 
Rules of the Senate, changes in existing law made by the bill ( 
1246), as reported, are shown as follows (existing law proposed to a 
omitted is enclosed in black brackets; new matter is printed in italics; 
existing law in which no change is proposed is shown in roman): 


SecTION 3843, Revisep Statutes (39 U.S. C. 42) 


Every postmaster shall render to the Postmaster General, [under oath and 
in such form and at such times as the latter shall prescribe, [a quarterly account 
accounts of all moneys received or charged by him or at his office, for postage, 
rent of boxes or other receptacles for mail matter, or by reason of keeping a 
branch office, or for the delivery of mail matter in any manner whatever, or for 
the performance of any other function connected with his office. 


Section 3844 (Revisep Srarutrses (39 U.S. C. 43)) 


The Postmaster General may require a [sworn statement ] certification to accom- 
pany each [quarterly] account of a postmaster, to the effect that such account 
contains a true statement of the entire amount of postage, box rents, charges, 
and moneys collected or received at his office during the [quarter] accounting 
period: that he has not knowingly delivered or permitted to be delivered, any mail 
matter on which the postage was not at the time paid; that such account exhibits 
truly and faithfully the entire receipts collected at his office, and which, by due 
diligence, could have been collected; and that the credits he claims are just and 
right. 


Act or JuNE 17, 1878, CHaprer 259, Section 1 (20 Star. 141), as AMENDED BY 
Act or JuNE 18, 1934, CHaprer 573 (48 Srat. 938), Enrirtep “An Act To 
ENABLE THE PosTMASTER GENERAL To WITHHOLD COMMISSIONS ON FALSE 
Returns Mape sy Postmasters” (39 U. 8. C, 45) 


In any case where the Postmaster General shall be satisfied that a postmaster 
had made a false return of business, [or that a postmaster has mailed or caused 
to be mailed matter in order to obtain commissions on cancellations of stamps, J 
it shall be within the discretion of the Postmaster General to withhold [commis- 
sions] compensation on such returns and to allow any compensation that under 
the circumstances he may deem reasonable or proper. The form of [affidavit] 
certification to be made by postmasters upon their returns shall be such as may be 
prescribed by the Postmaster General. 


O 
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AUTHORIZING A STUDY AND INVESTIGATION OF CRIME 
AND RELATED PROBLEMS, INCLUDING LAW ENFORCE- 
MENT, IN THE DISTRICT OF COLUMBIA 


May 23 (legislative day, May 17), 1951.—Ordered to be printed 


ZELY, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


UNIV. OF MICH. 


[To accompany S. Res. 136] 


The Committee on the District of Columbia, to whom was referred 
the resolution (S. Res. 136) authorizing a study and investigation of 
crime and related problems, including law enforcement, in the District 
of Columbia, after full consideration, report favorably thereon without 
amendment and recommend that the resolution be agreed to by the 
Senate. 

The resolution authorizes the Senate Committee on the District of 
Columbia to conduct an investigation of crime and related problems, 
including law enforcement, in the District of Columbia. It directs 
the committee or any duly authorized subcommittee thereof to report 
to the Senate the results of such investigation and to make recom- 
mendations for necessary legislation. The committee is authorized 
to expend an amount not in excess of $50,000 for such investigation. 

‘The work of the Special Committee To Investigate Organized Crime 
in Interstate Commerce has focused attention on the Nation-wide 
problem of criminal activities and law enforcement. A principal 
finding of that committee in its report of May 1, 1951, was that “the 
enforcement of criminal law is primarily a State and local responsibil- 
ity.”” The Kefauver committee was unable, because of the many 
demands upon its time, to investigate these problems in the District 
of Columbia. The Senate Committee on the District of Columbia, as 
one branch of the legislature for the District of Columbia, has the 
responsibility of determining the extent to which similar activities are 
carried on ip the District of Columbia. It is anticipated that a close 
working relationship will be established with the reconstituted Senate 
Committee To Investigate Organized Crime in Interstate Commerce, 
under Senator O’Conor’s chairmanship, particularly with reference to 
those matters involving interstate criminal operations. 

The resolution was unanimously approved by the Senate Committee 
on the District of Columbia at a special meeting on May 9, 1951. 


O 
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gan, from the Committee on the Judiciary, submitted 
“A 


REPORT 
[To accompany S. 61] 


The Committee on the Judiciary, to which was referred the bill 
(S. 61) for the relief of Sister Carmen Teva Ramos, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Sister Carmen Teva Ramos. The bill pro- 
vides for an appropriate quota deduction and for the payment of the 
required visa fee and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 31-year-old native and citizen of 
Spain who last entered the United States as a visitor on August 16, 
1949. She is a member of the Order of the Mothers of the Helpless 
and is stationed at the Day Nursery of San José de la Montafia, 432 
West Twentieth Street, New York City. 

A letter dated April 13, 1951, to the chairman of the Senate Com- 
mittee on the Judiciary from the Deputy Attorney General with 
reference to the case, reads as follows: 

APRIL 13, 1951. 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 61) for the relief of Sister Carmen 
Teva Ramos, an alien. 
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The bill would provide that Sister Carmen Teva Ramos shall be considered to 
have been lawfully admitted to the United States for permanent residence as of 
the date of its enactment upon payment of the required visa fee and head tax, 
It would also direct the Secretary of State to instruct the quota-control officer to 
deduct one number from the appropriate quota for the first year that such quota 
is available. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the alien is a citizen of Spain, having been born on November 1, 1919 
in Torredonjimeno, Province of Jaen, Spain. She was last admitted to the 
Uniied States at the port of San Antonio, Tex., on August 16, 1949, as a tempo- 
rary visitor under section 3 (2) of the Immigration Act of 1924 for a period of 6 
months. She was granted two extensions of stay, the last of which expired on 
March 15, 1951. 

The files further reveal that the alien is a member of the Order of the Mothers 
of the Helpless, that she was first admitted to the United States at New York in 
transit So Mexico during November 1948, and that at the time of her last entry 
it was her intention to obtain child care training at the day Nursery of San José 
de la Montafia, New York City. Sister Ramos is presently residing at that 
address and is engaged in caring for small children of working mothers. She 
stated that she formed the intention to remain permanently in the United States 
shortly after her last extension of temporary stay was granted. 

Rev. Edmund F. Fogarty, assistant director, child welfare division, Catholic 
Charities and Mr. Thomas F. Mulholland, port director, National Catholic 
Welfare Conference, stated that the alien is working among the Spanish speaking 
Puerto Rican families who have come to the United States. It was their opinion 
that this work is essential to the rehabilitation of the members of these families, 
as it permits both the fathers and mothers to work with the assurance that their 
children are receiving proper care and training during their absence. The record 
indicates that the nursery cares for about 50 children and provides them with two 
meals daily for the sum of about $3 a week per child. 

The quota for Spain, to which the alien is chargeable, is oversubscribed and an 
immigration visa is not readily obtainable. In the absence of special or general 
legislation, she will be unable to remain in the United States for an indefinite 
period. Whether, under the circumstances in this case, the bill should be enacted 


involves a question of legislative policy concerning which the Department of 
Justice prefers to make no recommendation. 
Yours sincerely, 


Peyton Forp, 
Deputy Attorney General. 


Supplemental information in connection with the case is contained 
in the following excerpt from a letter dated November 2, 1950, to the 
chairman of the Senate Committee on the Judiciary from Mother 
Ismaela de San José: 


Day Nursery or San Jos&£ pE LA MontaNa, 
New York City 11, N. Y., November 2, 1950. 

Hon. Pat McCarran, 
United States Senator, 
Senate Office Building, Washington, D. C. 


Dear SENATOR McCarran: The Mothers of the Helpless is an order of Catholic 
nuns incorporated under the laws of New York and dedicated to giving aid to the 
children of the less fortunate of our citizens. It operates a day nursery at 432 
West Twentieth Street, New York City, collecting nominal fees in some cases, 
and where these cannot be paid, making no charge for the nursery services that 
are made available to 85 children daily. 

Sister Carmen Teva Ramos, a Spanish citizen, has been studying nursery 
methods at the above-mentioned San José Day Nursery since August 16, 1949. 
She receives no salary or compensation of any kind, and is under the supervision 
and care of the Mothers of the Helpless Order, of which she is a member. Sister 
Carmen’s entry to the United States was via Mexico, on the American Airlines 
flight No. 156, of August 16, 1949, under a Spanish passport No. 605213-8197/48. 
Sister Carmen was granted a 6-month tourist visa at the time of her entry, and 
on the expiration date thereof, February 15, 1950, upon application duly made, 
she was granted an additional 6-month tourist stay, which expired August 15, 
1950. Application for a further extension was filed on August 25, 1950, with 
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the United States Department of Justice, Immigration and Naturalization 
Serviee, 70 Columbus Avenue, New York City, but to date no decision concerning 
this application has been communicated to the applicant 

The Order of the Mothers of the Helpless urgently needs the services of Sister 
Carmen to assist in fulfilling the objectives for which it was founded. It addresses 
itself to you in the hope that you will be good enough to sponsor an appropriate 
bill in the Senate which will make it possible for Sister Carmen to remain here 
permanently to engage, at all times during her stay, in the services of the order. 

As indicated above, Sister Carmen receives no salary or compensation. The 
nursery cares for the children of less fortunate families, most of whom are unable 
to pay for the invaluable services of the order in taking care of the children 
throughout the entire day, while the parents are at work. You will appreciate 
at once the most worthy nature from a civic standpoint alone of such services. 

in the hope that you will be good enough to assist us concerning the foregoing, 


and with expressions of our deepest appreciation for such efforts as you may take 
in our behalf, I am, 


Very truly yours, 
Moruer IsMAELA DE SAN José, 
The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 61) should be enacted. 


O 
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Mi — ARRAN, from the Committee on the Judiciary, submitted 
> the following 


—_ 


REPORT 


[To accompany S. 295] 


The Committee on the Judiciary, to which was referred the bill 


(S. 295) for the relief of Michail loannou Bourbakis, having con- 
sidered the same, reports favorably thereon without amendment and 
recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent resi- 
dence in the United States to Michail Ioannou Bourbakis. The bill 
provides for an appropriate quota deduction and for the payment of 
the required visa fee and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 35-year-old native and citizen of 
Greece who last entered the United States as a visitor on May 1, 
1949. He lives with and is supported by his brother, Mr. ‘Gus 
Barbush, a citizen of the United States, and a resident of Langeloth, 
Pa. 

A letter dated May 4, 1950, to the chairman of the Senate Com- 
mittee on the Judiciary from the Assistant to the Attorney Gen- 
eral with reference to S. 2913, which was a bill introduced in the 
Eighty-first Congress for the relief of the same alien, reads as follows: 


May 4, 1950. 
Hon. Pat McCarran, 


Chairman, Committee on the Judiciary, United States Senate, 
Washington, D. C. 
My Dear Senator: This is in reply to your request for the views of the 


Department of Justice relative to the bili (S. 2913) for the relief of Micnail Ioannou 
Bourbakis. 
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The bill would provide that Michail Ioannou Bourbakis shall be considered 
to have been lawfully admitted to the United States for permanent residence 
as of the daie of his last entry, upon the payment of the required head tax and 
visa fee, and would direct the Secretary of State to instruct the quota-control 
officer to deduct one number from the nonpreference category of the appropriate 
immigration quota. 

The files of the Immigration and Naturalizacion Service of this Department 
disclose that the alien named above is a native and citizen of Greece, having been 
born in Fre, Apokorana, Greece, in 1915. Coming from that country, he entered 
the United States at the port of New York on May 1, 1949. He was admitted 
on May 2, 1949, as a temporary visitor until November 1, 1949, upon the posting 
of a $500 departure bond, which period was subsequently extended until February 
1, 1950. He is now unlawfully in the United States, having remained for a 
longer period than authorized under the terms of his admission. Deportation 
Seen were ordered deferred, however, pending consideration of the instant 
ill. 

The alien stated that when he made application for his visitor’s visa he had 
every intention of coming to the United States for a visit of 6 months only, but 
that after being in this country 2 or 3 months he began to like it here and definitely 
wanted to remain permanently. It appears that he conducted his own business 
in Greece as a butcher, and was also a carpenter and painter. His funds were 
left in Greece with his wife and four minor children for their support. He has 
not been employed since coming to the United States but is residing with and is 
being supported by his brother, Mr. Gus Barbush, in Langeloth, Pa. It appears 
that his brother, a naturalized citizen of the United States, owns all the houses 
in the village of Langeloth. A sister also lives there. The alien stated that if 
he is permitted to remain in the United States permanently he wants to bring 
his family to this country. He owns no property and has no assets in the United 
States. There is no information in the file to indicate that he is other than a 
person of good moral character. 

The quota of Greece, to which the alien is chargeable, is oversubscribed for 
many years and an immigration visa is not readily obtainable. The record fails 
to present any circumstances, however, which would justify the enactment of 
special legislation granting him a preference over the many others in his country 
who notwithstanding their desire to come to this country for permanent residence 
are required to await their turn for the issuance of immigration visas. 

Accordingly, this Department is unable to recommend enactment of the bill. 

Yours sincerely, 
Peyton Forp, 
The Assistant to the Attorney General. 


Senator Edward Martin, the author of the bill, has submitted a 
considerable number of letters and affidavits in connection with the 
bill, among which are the following: 


Our Lapy or LourpEs CuurcnH, 
Burgettstown, Pa., November 18, 1950. 
To the Honorable Members of Congress: 

It bas been my privilege to know Mr. Gus Barbush of Langeloth, Pa., for some 
34 years, and during all this time I have found him to be an outstanding citizen, 
willing at all times to do even more than his share toward the furtherance of any 
patriotic, civic, or religious enterprise. During World War I and World War II 
his efforts in behalf of this, his adopted country, put to shame many native-born 
Americans. Civically, as manager and owner of a general store he risked his 
financial future on more than one occasion by extending credit to the poor people, 
who during the period of depression and various labor strikes had not wherewith 
to purchase the necessities of life for themselves and families. In this too I feel 
he outdid many, if not all our native-born businessmen of the community. Only 
recently he jeopardized his financial future even more in the great outlay of money 
to purchase the real estate of the American Zinc & Chemical Co. and prevent 
many poor unfortunates from being evicted from homes for which they were for 
atime unable to pay rent. Religiously, though there is no church of his persuasion 
in this community, the people all faiths, Catholics, Protestant, and Jewish have 
always been graciously received and generously contributed to in all their appeals. 
In short I think, he is the friend of everyone in the community and now that he 
seeks a favor for a brother who will be a companion to him and for whom he will 
provide a nice home, I would earnestly bespeak a favorable consideration of his 
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plea by the elected Representatives of the country into which Mr. Barbush came 
as an alien and in which he has become an outstanding citizen. If this favor he 
seeks is granted, I am sure, it will be generally approved by all in this community, 
Respectfully submitted. 
Rev. W. J. McCasurin, Pastor. 


STATEMENT OF F, G, Pore 
STATE OF PENNSYLVANIA, 
County of Washington, ss: 

Personally appeared before me the undersigned authority, F. G. Pope, who 
being duly sworn according to law, deposes and says that he is a resident of the 
village of Langeloth, Smith Township, Washington County, Pa., and resides at 
515 Fifth Avenue in the aforesaid village; that he has lived there for more than 
22 years; that he is employed by the Climax Molybdenum Corp. of Pennsylvania, 
as a chemist and that he has been acquainted with Gus Barbush, the brother of 
Michail I. Bourbakis, for the past 22 years or more. 

Your deponent states that Mr. Barbush is one of the leading citizens of the 
community; that he is a man of most exeellent reputation; a man of considerable 
means and one who is engaged in many and varied enterprises. One of these 
enterprises is the ownership of the townsite of Langeloth in which there are 
approximately 250 houses, the owner of a water company supplying Langeloth 
and some of the immediate surrounding communities with water; he is a hotel 
owner, operates a general store and he is engaged in some other enterprises on 
which I am not fully acquainted. 

Your deponent further states that of his own knowledge he knows Mr. Barbush 
to be a bachelor and that .o his knowledge he has.no immediate relatives in this 
country other than the brother, Michail I. Bourbakis, whe is now visiting with 
him at his home in Langeloth, Pa. 

Your deponent desires to state that since Michail I. Bourbakis has been staying 
with his brother, he has become acquainted with the said brother and he has spoken 
with other people in the neighborhood who have become acquainted with the 
said Michail I. Bourbakis and that he finds him to be a man of most excellent 
characier, of nice appearance, of good habits and of more than average intelligence. 
Your deponent further states that from his observation that Mr. Bourbakis could 
be of considerable aid and comfort to his brother, Gus Barbush, who is without 
any other relative in the country and that unquestionably he could be of great 
service to his brother. 

Your deponent states that Mr. Barbush has a need for some close relative such 
as his brother to live with him upon whom he could rely in confidential matters 
such as only a brother could confide in and in the opinion of your deponent it 
would be a great injustice to deny Mr. Barbush the privilege and right of having 
his brother live with him, assist him and be a confident. 

And further your deponent saith not. 


F. G. Pore. 
Sworn and subscribed to before me this 18th day of November, 1950. 
[SEAL] Mrs. Nett Martin NICKSICK, 


Notary Public. 
My commission expires February 1, 1953. 





STATEMENT oF E. H. Vosspura 


STATE OF PENNSYLVANIA, 
County of Washington, ss: 

Personally appeared before me the undersigned authority, E. H. Vosburg, who 
being duly sworn according to law, deposes and savs, that he is a resident of 
Burgettstown, Washington County, Pa.; that he is the owner and publisher of a 
newspaper in the aforesaid borough; that he has known Gus J. Barbush, the 
brother of Michail I. Bourbakis, the subject of this matter, for the past 15 years, 
and that since Michail I. Bourbakis has come to this country on or about May 1, 
1949, that he has become acquainted with him and knows of the relationship 
existing between the two brothers; that he is acquainted with the many and varied 
enterprises in which Mr. Barbush is engaged and knows of the need and desire 
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of Mr. Barbush for his brother, and that he knows of his own knowledge that this 
brother is constantly consulted by Mr. Barbush in confidential matters that only 
a brother could be confided in, that he is entrusted with financial matters and 
consulted on these. That in being of such necessity and importance to Mr. 
Barbush he has and can become a great asset to the community in which he lives. 
That Michail I. Bourbakis and the services that he renders his brother are of such 
vital importance that they could be replaced by no one due to the blood 
relationship. 
And further your deponent saith not. 
E. H. Vosspura. 


Sworn and subscribed to before me this 22d day of March, 1951. 
[SEAL] Epwarp F. Lounpsr, Notary. 
My commission expires January 31, 1953. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 295) should be enacted. 


O 
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Mr. McC3rran, from the Committee on the Judiciary, submitted 
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[To accompany 8. 827 


The Committee on the Judiciary, to which was referred the bill 
(S. 827) for the relief of Fred P. Hines, having considered the same, 
reports favorably thereon, without amendment, and recommends 
that the bill do pass. 

PURPOSE 


The bill would provide for payment of the sum of $778.78 to Fred 
P. Hines, of Minot, N. Dak., which sum represents the a: noun 
necessary to pay private medica! and hospital expenses incurred by 
him incident to an emergency operation when his physical condition 
was such that he could not be moved to a Veterans’ Administration 
hospital. 

STATEMENT 


An identical bill of the Eighty-first Congress, S. 2618, passed the 
Senate on July 26, 1950. 

Mr. Hines was admitted as a patient at the Veterans’ ee 
tion Hospital, Fargo, N. Dak., from September 22, 1941, to May 
1942, during whic h time it was discovered that he was suffering Visas 
cancer. Following several extensive surgical procedures, he was dis- 
charged from that hospital on the above-mentioned date. The 
claimant was admitted to the same hospital again on February 7, 
1948, for treatment for abdominal complaints. The survey conducted 
revealed no recurrence of cancer but it did reveal a hernia at the site 
of the previous abdominal operations. He was treated with an 
abdominal belt and was discharged from the hospital on March 4, 
1948, his symptoms having disappeared. 
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He was temporarily hospitalized at the same hospital on June 2, 
1948, for 1 day. The doctors felt that a surgical repair of the hernia 
was too serious for a man of his age (75 years old at that time). He 
was again treated conservatively. 

The record discloses that the claimant served honorably with the 
United States Army during the Spanish-American War. When he 
was discharged, no defects, other than an eczema condition which was 
incurred prior to enlistment, was noted. A pension award has been 
approved on behalf of the veteran under the act of June 5, 1920, as 
amended. At the present time, he is receiving a pension in the sum of 
$90 per month for a non-service-incurred disability considered to be 
permanent and total in degree. 

The sum stated in the bill ($778.78) represents the cost of private 
medical and hospital treatment incurred by Mr. Hines on July 14, 
1948 (1 month following his discharge from temporary hospitalization 
in the Veterans’ Administration hospital at Fargo). 

This veteran has applied to the Veterans’ Administration to be 
reimbursed for these private hospital and medical expenses. The 
Veterans’ Administration, after a review of all the circumstances, ruled 
that the agency had no legal authority to assume financial responsi- 
bility for Mr. Hines’ private medical and hospital expenses. The 
letter from the Veterans’ Administration points out that veterans 
suffering from service-connected disabilities may be reimbursed for 
expenses incurred for treatment by private physicians in private 
institutions if certain conditions have been met. The Veterans’ 
Administration states that the disability for which this veteran sought 
treatment was not service-connected and states that even were it so 
considered, other conditions precedent to authorization for reimburse- 
ment were not met. 

The claimant contends that at the time of his previous treatments 
the question of whether his disability was service-connected or non- 
service-connected was not raised and he feels that inasmuch as his 
condition was such that it required an immediate operation and there 
was no time to question the decision of the medical authorities at the 
Veterans’ Administration hospital, his claim was justified. 

There is little doubt but that the Veterans’ Administration is cor- 
rect in its interpretation of the regulations concerning this veteran’s 
entitlement to medical care and treatment. Legally, the claimant has 
no ground for recovery. However, certain factors have prompted 
the committee to recommend that the bill be favorably considered. 
Mr. Hines served his country honorably and well in the Spanish- 
American War. He had previously been afforded treatment by the 
Veterans’ Administration without question as to the nature of his 
disability. He cannot be presumed to have been acquainted with all 
the rules and regulations regarding authorization for reimbursement 
for private medical and hospital expenses. Mr. Hines was 75 years 
of age and was, under the circumstances, most apprehensive concern- 
ing his condition. It is believed that his reaction was not unusual 
under the circumstances. The committee is informed that he is 
unable to work and that his pension just about keeps him and his wife 
alive. Correspondence in the file indicates that the Veterans’ Admin- 
istration medical personnel examined Mr. Hines and attributed his 
pain and suffering to a hernia condition. However, the private 
physician states that his examination showed an abdominal obstruc- 
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tion and that a gastroenterostomy was performed and that the hernia 
was not touched. 

By the favorable consideration of the proposed private legislation, 
the committee does not desire that it be considered a reflection upon 
any individual or any administrative branch of the Veterans’ Adminis- 
tration. Further, the committee does not consider this decision in the 
nature of a precedent but the factors outlined above lead the com- 
mittee to believe that there are equitable considerations whichewar- 
rant an exception to the general law and tip the scales in the favor of 
this soldier. Accordingly, it is recommended that the bill be favor- 
ably considered. 

Attached and made a part of this report is a letter from the Veterans’ 
Administration dated December 20, 1949. 


VETERANS’ ADMINISTRATION, 
Washington 25, D. C., December 20, 1949. 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington 25, D. C. 

Dear SENATOR McCarran: This is in response to a request from the Depart- 
ment of Justice dated October 11, 1949, for a report to your committee on 8. 2618, 
Kighty-first Congress, a bill for the relief of Fred P. Hines, which provides as 
follows: 

“That the Administrator of Veterans’ Affairs is authorized and directed to 
pay, out of any money available for the payment of compensation and allowances 
to veterans, to Fred P. Hines (C—2389074), of Minot, North Dakota, the sum of 
$778.78, representing the amount necessary to pay private medical and hospital 
expenses incurred by him incident to an emergency operation when his physical 
condition was such that he could not be removed to a Veterans’ Administration 
hospital: Provided, That no part of the amount appropriated in this Act in excess 
of 10 per centum thereof shall be paid or delivered to or received by any agent or 
attorney on account of service rendered in connection with this claim, and the 
same shall be unlawful, any contract to the contrary notwithstanding. Any 
person violating the provisions of this Act shall be deemed guilty of a misdemeanor 
and upon conviction thereof shall be fined in any sum not exceeding $1,000.” 

Evidence of record discloses that Fred P. Hines (C—2389074) served with the 
United States Army during the Spanish-American War from April 29, 1898, to 
the date of his honorable discharge on November 18, 1898. No defects were 
noted upon physical examination conducted prior to discharge except that of an 
eczema condition which was incurred prior to enlistment. On April 29, 1899, 
claimant filed an application for pension with the then Bureau of Pensions alleg- 
ing the following disabilities to have been incurred in service, ‘‘diarrhea, piles, 
rheumatism, and catarrh of gall bladder accompanied by jaundice.’’ This claim 
was denied for the reason that a ratable degree of disability was not shown upon 
examination. On August 4, 1920 claimant filed an application under the act of 
June 5, 1920 (41 Stat. 982; 38 U. 8. C. 351), which provided service pensions to 
eligible veterans of the war with Spain, the Philippine Insurrection, and the China 
Relief Expedition, based upon disabilities not connected with service. Pension 
awards have been approved in behalf of the veteran under the act of June 5, 1920, 
and acts amendatory thereto since that date. At the present time he is receiv- 
ing pension in the sum of $90 per month for non-service-connected disability con- 
sidered to be permanent and total in degree. 

War veterans who are suffering from a disability, disease or defect, not con- 
nected with their active military service, and who swear that they are unable to 
defray the expenses of hospitalization may be furnished necessary hospital and 
medical treatment by the Veterans’ Administration to the extent that facilities 
are available. In that connection Mr. Hines was admitted as a patient at the 
Veterans’ Administration hospital, Fargo, N. Dak., from September 22, 1941, 
to May 14, 1942, during which time it was discovered that he was suffering from 
cancer. (I am informed that it would be medically unwise to transmit this 
information to Mr. Hines, since it is not known whether he has been informed 
of the nature of the serious condition for which he has been treated.) Following 
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several extensive surgical procedures, he was discharged from that hospital 
on the afore-mentioned date. The veteran was admitted to that hospital again 
on February 17, 1948, with some abdominal complaints of 1 month's duration. 
He received a detailed medical survey to determine the possibility of a recurrence 
of the cancer. None was found. Physical examination, laboratory, and X-ray 
studies revealed no evidence of any malignancy. However, he did have a 
hernia at the site of the previous abdominal operations. He was treated for 
this conservatively with an abdominal belt, and was discharged from the hospital 
March 4, 1948, his symptoms having disappeared. He was temporarily hos- 
pitalized at the same hospital on June 2, 1948, and again conservative treat- 
ment of the hernia was the method of choice. Since it was felt by the hospital 
staff that a surgical repair of the hernia was of too great a magnitude for a man 
of his age (75 years at that time) to sustain unless there were definite indications 
that it was a necessity, this was not done. 

Although the veteran was apparently well aware of his eligibility to hospitaliza- 
tion at a Veterans’ Administration hospital, as evidenced by his admission and 
treatment at the Fargo, N. Dak. installation, on two known occasions he sought 
and received private hospital and medical care, which, of course, was his preroga- 
tive. On February 19, 1947 (some 5 years following his discharge from the Fargo 
Veterans’ Administration Hospital), the veteran submitted a claim for cost of 
unauthorized medical services in the sum of $46.84, representing hospital and doc- 
tor care occasioned during the month of January 1947. By letter dated February 
21, 1947, the veteran was notified by the Veterans’ Administration that there 
was no legal basis to pay his claim since the conditions (hernia and asthmatic 
bronchitis) for which he was treated were non-service-connected. 

Again, on July 14, 1948 (1 month following his discharge from temporary hospi- 
talization at the Veterans’ Administration hospital, Fargo, N. Dak.), the veteran 
submitted himself to private hospital and medical treatment for a condition not 
associated with his service. Thereafter, representatives of Mr. Hines inquired of 
the Veterans’ Administration as to his entitlement to reimbursement for such 
private hospital and medical expenses. Following an official review of all the 
circumstances in this case, the veteran’s representatives were notified that the 
Veterans’ Administration had no legal authority to assume financial responsibility 
for the cost of Mr. Hines’ private medical and hospital treatment. 5S. 2618 would 
provide that the Administrator of Veterans’ Affairs pay the sum of $778.78 to the 
veteran for such expenses. 

All eligible veterans suffering from service-connected disabilities have a right 
to be afforded necessary medical care and treatment by the Veterans’ Adminis- 
tration, including out-patient treatment, and if beds are not available in Veterans’ 
Administration hospitals or other Federal hospitals which have agreed to accept 
veterans, arrangements may be made to place them in suitable State, county, 
municipal, or private hospitals at governmental expense. Supplementing this 
broad medical program is authority for payment or reimbursement of medical 
expenses for medical treatment, including the necessary traveling incidental 
thereto, obtained without prior authorization from the Veterans’ Administration, 
under the following conditions: 

(1) It must be shown by decision of an adjudicative agency of the Veterans’ 
Administration that the disability from the disease or injury for which treatment 
had been rendered was service-connected, or determined by medical officers of 
the Veterans’ Administration as aggravating such service-connected disability. 

(2) The treatment must have been rendered in a medical emergency. 

(3) Government facilities must have been not feasibly available. 

(4) Delay would have been hazardous. 

All of these elements must have existed, and if any was lacking, reimbursement 
cannot be authorized. Apart from consideration of other elements, since the 
condition for which Mr. Hines received medical and hospital treatment was non- 
service-connected, there is no authority for payment of the claim with which 8. 
2618 is concerned. 

As shown above, war veterans who are suffering from a disability, or defect, not 
connected with their active military service, may under certain conditions, be 
furnished necessary hospital and medical treatment by the Veterans’ Administra- 
tion. There is no record in this case, however, of any request by the veteran or 
his representative for admission to a Veterans’ Administration hospital for treat- 
ment of the type which his private physician had determined was indicated and 
ultimately rendered and for which reimbursement is sought through 8. 2618. 

In passing, the attention of the committee is invited to H. R. 4074, Eighty-first 
Congress, which proposes to confer upon veterans of the Spanish-American War 
group suffering from non-service-connected disabilities the same rights to hospital- 
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ization and medical care as are enjoyed by war veterans suffering from service- 
connected disabilities. The bill is pending before the House Committee on Veter- 
ans’ Affairs and available records disclose that a subcommittee has conducted 
hearings thereon. 

Regarding the sum ($778.78) which is proposed to be paid by the bill, it is 
deemed pertinent to state that had the requirements for entitlement to reimburse- 
ment of and payment for unauthorized medical expenses been met in this case, 
which they were not, only those fees which are considered reasonable and not in 
excess of those customarily charged the general public for similar services in the 
locality where rendered could have been paid. The Veterans’ Administration is 
unable to determine the exact sum which would have been payable as reimburse- 
ment or payment in such event without further investigation to determine specifi- 
cally what medical services were furnished. In the absence of entitlement to 
reimbursement of or payment for medical treatment in this case the Veterans’ 
Administration has not secured this data. 

The enactment of S. 2618 would be discriminatory in that it would remove the 
claim of Mr. Hines from the provisions under which payment for reimbursement 
of cost of unauthorized medical expenses has been or would be denied in cases 
similarly circumstanced. It would constitute a precedent for similar proposals in 
behalf of other claimants. Furthermore, it appears that the adoption of the 
principle of this bill might, in effect, be an incentive to veterans to engage the 
services of private physicians and hospitals, with the Government ultimately 
paying the costs thereof, and to disregard medical care and treatment which the 
Government affords through the Veterans’ Administration, the quality of which 
ranks with the best and most modern available. 

The Veterans’ Administration does not believe that private bills of this nature 
should receive favorable consideration. 

Advice has been received from the Bureau of the Budget that there would be 
no objection to the presentation of this report to your Committee. 

Sincerely yours, 
Cart R. Gray, Jr., Administrator. 


O 
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The Committee on the Judiciary, to which was referred the bill 
(S. 1105) for the relief of K. C. Be, Swannio Be, Wie Go Be, Wie Hwa 
Be, Wie Bhing Be, and Swie Tien Be, having considered the same, 
reports favorably thereon without amendment and recommends that 
the bill do pass. 

PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to K. C. Be, his wife and four children. The bill 
provides for appropriate quota deductions and for payment of the 
required visa fees and head taxes. 


STATEMENT OF FACTS 


The beneficiaries of the bill were all born in Java, Indonesia, and 
are of the Chinese race. The mother, father, and two of the children 
were last admitted to the United States on June 17, 1947, at which 
time the father was admitted as an official of a foreign government. 
The other two boys were admitted to the United States on May 2 
1947, as students. 

A letter dated July 11, 1950, to the chairman of the Senate Com- 
mittee on the Judiciary from the Deputy Attorney General with 
reference to S. 2711, which was a bill introduced in the Eighty-first 
Congress for the relief of the same aliens, reads as follows: 
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Juniy 11, 1959. 
Hon. Pat McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 2711) for the relief of K. C. Be, 
Swannio Be, Wie Go Be, Wie Hwa Be, Wie Bhing Be, and Swie Tien Be, all aliens. 

The bill would provide that, in the administration of the immigration laws, 
the aforementioned six individuals, shall be considered to have been lawfully 
admitted into the United States, upon payment of the required visa fee and head 
tax. Further the bill would direct the Secretary of State to instruct the quota- 
control officer to deduct one number from the quota for China for each of these 
six persons. 

The files of the Immigration and Naturalization Service of this Department dis- 
close that all of the aforementioned aliens were born in Java, Indonesia, and ex- 
cepting Wie Go Be (Stanley Be) all are now in the United States residing in 
Leonia, N. J. They have been citizens of the Netherlands but whether, in view 
of the political changes in Java, they retain citizenship in the Netherlands, or 
whether they have acquired Indonesian citizenship, has not been ascertained. 
At least some of the male members of the family have been citizens of China. 

The full name of the senior Mr. Be is Kian Chong Be and he has stated that he 
is also known as Kian Chong Ma. He is 51 years of age and was born on January 
14, 1899. The date of his entry into the United States, with his wife Swannio Be 
and their son Wie Bhing Be and daughter Swie Tien Be, is incorrectly stated in the 
hill as June 17, 1949. These four persons last entered the United States on June 
17, 1947, when the senior Mr. Be was admitted as an official of a foreign govern- 
ment under section 3 (1) of the Immigration Act of 1924, for the duration of his 
status. At that time he presented a Netherlands passport containing a section 
3 (1) nonimmigrant visa issued on May 23, 1947, at the American Consulate at 
Amsterdam, Netherlands. Mr. Be stated that he was sent by the Netherlands 
Government as an official and on December 20, 1949, asserted that he was still 
working intermittently in connection with that mission. Subsequently Mr. Be 
stated that he did not represent the Netherlands Government. In an interview 
on December 20, 1949, he said that he and his wife had set up a business known 
as the Java Food Products, Inc., in Jersev City, N. J., in Mav, 1948; that he is the 
president and production manager of the company and that he and his wife own 
50 percent of the corporation’s stock, the remaining stock being owned by a 
Mr. Doerrler and a Mrs. Rudolf. 

The record indicates that deportation proceedings were instituted against 
Mr. Be and his family but that such proceedings were ordered held in abeyance 
pending consideration of the instant bill. The senior Mr. Be graduated in 1922 
from Lehigh University where he majored in engineering. Previous to the in- 
vasion of the Japanese in Java he claims to have had a factory there at which he 
employed some 500 persons. According to Mr. Be his factory was burned and 
devastated and he became a prisoner of the Japanese but was released after a 
week. He then began the rehabilitation of his factory and the manufacture of 
various products on a small scale, including chocolate, tooth paste, and perfume. 
It is shown in the record that in 1946 Mr. Be and his family moved from Java to 
Singapore. 

The qualifications upon which Mr. Be obtained documentation in the Nether- 
lands, in 1947, as an official of the Netherlands Government, and obtained entry 
into the United States in such capacity, are not disclosed by the files. He did 
engage in commercial ventures in the United States for his personal profit and, 
admittedly, does not now represent the Netherlands Government. He has stated 
that he owns income-producing property in Java but would prefer to remain in 
the United States. Whether there is some connection between the fact that 
Mr. Be was able to do business under the Japanese and refrained from participa- 
tion in any resistance movement and the fact that he left Java immediately after 
the Japanese withdrew and is now unwilling to return to Java has not been ex- 
plained. Mr. Be and his wife receive a monthly salary of $500 from the Java 
Food Products, Inc. That corporation has capital of about $10,000 and its goods 
are sold princinally in the domestic market but some are exported to Curacao, 
Netherlands West Indies. Mr. Be estimated that in 1949 the company had 
done $40,000 worth of business but anticipated an increased volume for the 
current vear. 

Mrs. Be was born on January 17, 1903. In 1947 she accompanied Mr. Be to 
the United States, being admitted as the wife of an official of a foreign government. 
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She is the treasurer and assistant secretary of the Java Food Products, Inc., and 
the assistant production manager of the business. She had previously visited 
the United States in 1938. Wie Bhing Be, also known as Edwin Be, was born 
in Java on August 21, 1933. He presumably has not been out of the United 
States since his arrival with his father in 1947. He has been a high school student 
in Leonia, N. J. Swie Tien Be, also known as Sally Be, is apparently the 
youngest of the children but her age and birth date have not been furnished. She 
attends school and so far as is known has not been out of the United States since 
entering with her parents in 1947. 

Wie Go Be, known also as Stanley Be, was born on November 28, 1926. He 
last entered the United States on Mey 2, 1947, in possession of a Chinese passport 
issued to him in Singapore on March 5, 1947, and a visa issued to him unde1 sec- 
tion 4 (e) of the Immigration Act of 1924, as a student destined to the Hill School, 
Pottstown, Pa. His visa shows that he lived in Java in 1946 and that he and his 
parents had been living in Singapore. The senior Mr. Be stated that Stanley 
received a year’s leave of absence from Lehigh University and left the United 
States in March 1949 fo: Java, to visit his fiancée and to get married, but be 
added that he hoped Stanley would return to the United States with bis bride. 

Wie Hwa Be, also known as Allan Be, was born in Java on February 13, 1931, 
and apparently has not been out of the United States since his admission with 
his brother, Stanley, on May 2, 1947. Allan also had a Chinese passport and 
was admitted as a student destined to the Hill School. According to information 
supplied by his father, in December 1949 he was then attending Lehigh University. 

There is nothing in the record to indicate that the six beneficiaries of the bill 
are not persons of good moral character and interviews had with persons living 
in the same vicinity with the Be family revealed that they were well thought of 
in the community. 

The quota for Chinese persons, to which the aliens are chargeable, is over- 
subscribed, and immigration Visas are not readily obtainable. ‘Those of the aliens 
who are still in the United States should depart to some country of their choice 
that will accept them, and there in due course apply for immigration visas, if 
they desire to obtain admission to the United States for permanent residence. 
The record, however, fails to present considerations to warrant enactment of 
special legislation granting them preference over other persons chargeable to the 
same quota. 

Accordingly, this Department is unable to recommend enactment of the bill. 

Yours sincerely, 
PEYTON ForD, 
Deputy Attorney General. 


The files of the Senate Committee on the Judiciary contain the 
following information in connection with the bill: 


65 Broapway, New York, January 11, 1950, 
Re bill 8. 2711. 
UNITED STATES SENATE, 
Committee on the Judiciary, 
Room 424—A, Senate Office Building, Washington, D. C. 

Sirs: Reference is made to the letter of November 15, 1949, addressed to the 
Honorable Hubert H. Humphrey seeking additional information concerning the 
subject of the above-mentioned bill. 

The writer does not know if anyone has officiaily sponsored Mr. K. C. Be and 
his family, except that it may have been the late W. D. Jamieson, of Washington, 
who died a short time ago. Under the circumstances, the writer is delighted to 
act and to furnish the information desired: 

1. Mr. K. C. Be and his wife came into the United States on or about June 17, 
1947, on a mission for the Dutch Government, with a visa issued to him under 
section 3 (1) of the law. 

2. Mr. K. C. Be and his wife, Swannio, devote all of their time to the activities 
of Java Food Products, Inc., of 188 Railroad Avenue, Jersey City, N. J., in which 
corporation they control 50 percent of the outstanding capital stock. The family 
reside in their own home at Leonia, N. J. 

3. Mr. Be regularly receives a salary of $300 per month from Java Food Prod- 
ucts, Inc., while Mrs. Be receives a monthly salary of $200 from the same source. 
They are not dependent upon any person for support. 

4. To the best of the writer’s knowledge, the Be family is not engaged in any 
activities, political or otherwise, injurious to the American public interest. 
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5. No member of the Be family has been convicted of an offense under any 
Federal or State law and there is attached hereto a certificate of the police depart- 
ment of Leonia, N. J., to this effect. 

The undersigned is a part owner of Java Food Pioducts, Inc., and it was through 
this association that he became acquainted with the Be family. 

As a native-born American, the writer has no hesitancy in recommending the 
Be family. 

Sincerely submitted. 

CHARLES J. DOERRLER, 


Borovucn or Leonia, N. J., 
January 11, 1950. 
To Whom It May Concern: 
This is to certify that Kian Chong Be, age 51 years, resided at 110 Romaine 
Place, Leonia, N. J., since September 1948 and is known to be of good character. 
There is no record of any kind against the afore-mentioned person on the police- 
department books. 
Very truly yours, 
Patrick J. CLARKIN, 
Chief of Police. 


LenicH UNIVERSITY, 
DEPARTMENT OF MECHANICAL ENGINEERING, 
Bethlehem, Pa., August 31, 1949. 
To Whom It May Concern: 

This letter is written to support the application of Mr. Kian Chong Be for 
extension of stay in this country while his sons are being educated. 

I knew Mr. Be as a student in 1922. Ten years later I visited him and his 
charming wife and babies in Java. There he apparently was a prosperous business- 
man—two houses, factory, Packard ear, etc. 

Just prior to the outbreak of the war, he spent a year in Holland and America, 
with the children in school. He and his family have been entertained in our home. 
After the wer I helped him in placing his boys in the Hill School, preparatory to 
entering Lehigh where two of them are now studying. They have a considerable 
time before graduation, 

I consider Mr. Be an upstanding, able, trustworthy gentleman. I recommend 
that his application for extension of stay be given careful consideration and that 
it be granted him if at all possible. 

Very cordially yours, 
F, Larkin, Director Emeritus. 


LEHIGH UNIVERSITY, 
Bethlehem, Pa., September 8, 1949. 
Mr. W. D. JAMIEson, 
Care of Mr. Kian Chong Be, 
188 Railroad Avenue, Jersey City, N. J. 


Dear Mr. Jamizson: I am writing you at the request of an old friend, Mr. Kian 
Chong Be, relative to his obtaining special immigration privileges to remain in the 
United States. 

Mr. Be and I were together nearly 30 years ago in our undergraduate days at 
college. I have since kept in touch with him and occasionally seen him. Since his 
last return to this country I have seen more of him and of his family, and particu- 
larly his sons who have been studying here at Lehigh University. 

I have the highest regard for Mr. Be and greatly value his friendship. From 
what I understand of conditions in Indonesia, I am certain it would be disastrous 
for him to be forced to return there. Furthermore, he has done so well in this 
country, that I feel his presence among us is valuable. If anything can be done 
whereby his stay may be prolonged indefinitely, I believe that both Mr. Be and 
we shall benefit thereby. 

Very truly yours, 
BRADFORD WILLARD, 
Head Department of Geology. 
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Committee files also contain the following letter dated October 4, 
1949, from Mr. K. C. Be, addressed to the late Senator Jamieson, 
formerly a member of the New Jersey State Senate, which letter reads 
as follows: 


Java Foop Propvucts, INc., 
Jersey City, N. J., October 4, 1949. 

My Dear Senator JAMIESON: Mr. Charles Doerrler has been very kind to 
ask me to write you in regards what hardships we would have if we were to be 
sent back to Java. As you probably know, my chocolate and candy factory, 
employing about 500 people was burnt and destroyed when the Japanese invaded 
Java. Besides we lost eight houses, being totally burnt and demolished. 

When the Japanese capitulated, the Indonesians revolted against the Dutch, 
and demanded their independence. During the battle the Dutch bombarded 
our out-of-town house, and the house was totally demolished and burnt to ashes. 
This is due to the fact that our out-of-town house was then occupied by force by 
the Indonesians. 

Due to the above said reminiscences, we would not like to return again to Java. 
The situation in Java is at present still chaotic and warlike, and if we are to return 
to Java again, we are sure we shall encounter great difficulties. As you probably 
have read in the papers that thousands and thousands of Chinese have been 
murdered by the Indonesians, when a city or town is being evacuated by the 
Dutch. 

It has been the wish and ideal of both my wife and myself since 20 years ago, 
that our boys be educated in the United States, as I myself was educated here. 

During the war I served in the Dutch Army for the Allied cause. Because of 
my great admiration for American democracy and freedom, the Japanese (during 
their occupation of Java) imprisoned me, suspecting me of transmitting wireless 
news to America, and accused me of being an American spy, of which I was 
totally innocent. 

Mr. Doerrler has probably explained that I was sent to America by the Nether- 
lands Government for the studies of the plastic industries, visiting the following 
companies, the Union Carbon & Carbide Co., the Hercules Powder Co., the 
Prentice Machinery Co., and the Bakelite Co., and to report the progress and 
development of the new processes of the American plastic industries. 

As I have worked 2 years (1922-24) in the Pennsylvania Rubber Co., of Jean- 
nette, Pa., and in the Miller Rubber Co., of Akron, Ohio, I was then considered 
an authority in the manufacture of various rubber articles, and I am only too 
wiliing to be of any assistance to the United States, in the event my services is 
needed. 

Mrs. Be and our children wish to join me in conveying to you our heartiest 
thanks and appreciation for your kindness in helping us in every way. 

Cordially yours, 
Kran CHone Be. 


Senator H. Alexander Smith, the author of the bill, has also sub- 
mitted the following information in connection with the case: 


THE PRESBYTERIAN CHURCH IN Leonia, N. J., 
October 3, 1949. 
Hon. H. ALEXANDER SMITH, 
Senate Office Building, Washington, D. C. 


DeEaR SENATOR SMITH: It is my privilege to write you concerning Mr. and 
Mrs. Kian Chong Be, their three sons and little daughter—-a Chinese family 
from Java, resident in our community somewhat more than a year. 

They are a charming, cultured, well-educated family who have made a fine 
adjustment to our community life. Mr. Be is a highly trained chemical engineer, 
graduate from Lehigh University, 1922. Mrs. Be is a cousin of the wife of 
Wellington Koo, Chinese Ambassador. Two sons at present are students at 
Lehigh University, a third is a senior in our local high school. The little girl is 
4 years old. 

Mr. Be returned to Java in 1924, was in this country for 6 months in 1938, 
and then brought his family to this country in 1947. He was sent by the Govern- 
ment of Java to make a study of the plastic industry here. He also made a 
survey of plastic manufacturing in Holland. He is thus in this country on a 
government mission. 
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Since the Government in Java permitted him to take only a limited amount 
of funds out of the country, he established a food-products business in Jersey 
City, with the help of interested friends, to maintain himself and family and the 
education of his boys. He bought a modest home for his family here in Leonia. 

His report to the Government in Java is nearly completed. He tells me that 
this report can be made in writing and does not require his presence. 

He is most eager to remain in this country with his family. This is under- 
standable for a great many reasons. But this would involve a change of his 
status here and an extension of his permit to remain in this country. Here is 
the heart of the problem at this point. Beyond that I am sure that he would 
rejoice greatly if the way could be cleared for him to become a citizen of the 
United States. 

Should he be forced to return to Java now it would disrupt the education of 
his boys in this country, since he could not send funds from Java to maintain 
them here. It would mean closing his business in Jersey City with attendant 
financial loss to himself and friends who invested to help him. The business 
requires his expert knowledge of far-eastern food recipes and procedures. It would 
further be unfortunate for I am told that the Javanese are not favorable to 
Chinese people in their midst. 

His boys represent the highest type of young students. T have met them all. 
His youngest son is a member of my Sunday school class, and only last Sunday 
made in class as fine a praver as I have heard from any of our own young people. 

On their own initiative Mr. and Mrs. Be came into the life and activities of our 
church. In a quiet and humble way they made a very real place for themselves 
among our people. Last spring Mr. and Mrs. Be united with our church. They 
are sincere, hard-working, capable, Christian people. 

Most earnestly I should urge that if it is humanly possible the way be cleared 
for them to remain in this country. They deeply desire for themselves and their 
family the privileges of this country. The members of this family are capable of 
becoming high-type, constructive citizens. The return to Java would mean bitter 
disappointment to them, closing doors of large opportunity open to them here, 
the loss of that fuller life which they could live within our borders. 

I bespeak your sincere interest and your whole-hearted cooperation. 

Sincerely yours, 
Jonn W. Vooruts, 
Minister. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 1105) should be enacted. 


O 
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the following 
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The Committee on the Judiciary, to which was referred the bill 
(H. R. 715) for the relief of Aenny Blank, having 


same, reports favorably thereon without amendment and r 


considered the 
I recommends 


that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to enable Aenny Blank, a G 
who was born in Turkey, to apply for an immigration v visa under the 
German quota and to talbiate: her visa application under the German 


quota as of the date she filed such application. 


erman subje t 


STATEMENT OF FACTS 


The beneficiary of the bill is a 55-year-old citizen of Germany and 
native of Turkey. She returned to Germany in 1917 
and has resided there since that time. Having been born in Turkey, 
she is chargeable to the quota for Turkey although she 
citizen by birth. During World War II her home was accidentally 
bombed by an American plane, and her mother, three sisters, and 
infant child of one of the sisters were killed. She has three brothers 
residing in the United States who are supporting nt 
time. Her niece, Inge Schuller Lutz, has 
visa number under the German quota. 

A letter dated May 25, 1950, to the chairman of the C mumitte eon 
the Judiciary of the House of Representatives from the De} 
Attorney General with reference to H. R. 7019, which 
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introduced in the Eighty-first Congress for the relief of the same 
alien, reads as follows: 


May 25, 1950. 
Hon. EMANUEL CELLER, 


Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuarrMan: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 7019) for the relief of Aenny 
Blank, an alien. 

The bill would provide that, notwithstanding the quota limitations of the 
immigration laws, a quota immigration visa shall be issued, upon application 
hereafter filed, to Aenny Blank of Bavaria, Germany. It would further provide 
that she shall be admitted to the United States for permanent residence, if other- 
wise admissible under the immigration laws. Finally, it would direct the Secretary 
of State, upon such admission, to instruct the quota-control officer to deduct one 
number from the quota for Turkey for the first year such quota is available. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Miss Blank is a citizen of Germany and a native of Turkey, having 
been born in the latter country of German parents about 55 years ago. She 
accompanied her parents to Germany in 1917, where she is presently residing in 
Bad Reichenhall, in the American zone. She has three brothers residing in New 
York City, upon whom she is dependent for support. Her brother, Mr. Frederic 
Blank, a naturalized citizen of the United States since 1914, has filed an affidavit 
of support, stating that he is able and willing to support his sister if she is per- 
mitted to enter this country 

It appears from information submitted in the alien’s behalf that during the last 
week of hostilities in World War II, her home was accidentally bombed by an 
American plane, killing her mother, three sisters and an infant child of one of the 
sisters, the sole survivors of the bombing being Miss Blank and her 19-year-old 
niece. It has been stated that Miss Blank sustained a fractured skull, pelvis, and 
leg, and that all of the family possessions were destroyed, leaving them destitute. 
Mr. Frederic Blank, who is a veteran of World War I, stated that he and his 
brothers, one of whom is also a veteran of World War I, sent food packages weekly 
and money to their sister. He further stated that she is a college graduate, speaks 
four languages and is an Egyptology expert. 

Miss Blank’s niece, Inge Schuller Lutz, applied for a visa and has already been 
allocated a number under the German quota. Miss Blank, however, having been 
born in Turkey, is chargeable to the quota of that country, and since the quota of 
Turkey is oversubscribed she has been unable to secure a visa to enter this country 
for permanent residence. 

Whether in this case the general provisions of the immigration laws should be 
waived presents a question of legislative policy concerning which this Department 
prefers not to make any recommendation. 

Yours sincerely, 
Pryron Forp, 
Deputy Attorney General. 

As originally introduced in the House of Representatives, the bill 
provided for the issuance of an immigration visa to the beneficiary 
ot the bill. The bill has been amended to avoid the creation of a 
precedent for the issuance of immigration visas in individual cases. 

The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (H. R. 715) should be enacted. 


O 
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Mc@arran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 888] 
The Committee on the Judiciary, to which was referred the bill 
(H. R. 888) for the relief of Mrs. Johanna Hampton, having considered 
the same, reports favorably thereon without amendment and recom- 


mends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to waive excluding provisions of existing 
law with reference to the commission of a crime involving moral 
turpitude in behalf of Mrs. Johanna Hampton, the wife of a citizen 
of the United States. 


STATEMENT OF FACTS 


Certain facts in connection with the case are contained in the follow- 
ing letter dated August 24, 1950, from Herve J. L’Heureux, Visa 
Division, Department of State, to Congressman Henry O. Talle, the 
author of the bill: 

DEPARTMENT OF § 
Washington. D. C., Auqus 
The Honorable Henry O. TAute, 
House of Representatives. 

My Dear Mr. TAuue: Reference is made to your communication « 

4, 1950, transmitting the enclosed letter from Mr. Chester L. Hampton, 2 
Monroe Street, Washington, Iowa, concerning his desire to bring his wife, 
Johanna Hampton, to the United States from Germany. 

The records of the Department disclose the receipt of a communication from 
the American consulate general at Frankfurt, which states that the police head- 
quarters at Erfurt, Thuringia, Germany, where Mrs. Hampton was born, has 
reported that she was convicted at Berlin on December 16, 1936, of theft under 
paragraph 242, Statutory Criminal Law of Germany, and that a sentence of 2 
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a was adjudged with a suspended sentence and a parole until November 
1, 1940. 

Section 3 of the Immigration Act of February 5, 1917, as amended, excludes 
from admission into the United States persons who have been convicted of, or 
who admit having committed, a felony or other crime or misdemeanor involving 
moral turpitude. As theft has been held to constitute an offense involving moral 
turpitude within the meaning of this provision of law, the American consular 
officer with whom Mrs. Hampton filed her application had no choice in refusing 
an immigration visa in her case. 

The immigration laws vest no authority in the Department to authorize or in 
consular officers to issue immigration visas to aliens who have admitted com- 
mitting, or who have been convicted of, an offense involving moral turpitude 
even though there may have been extenuating circumstances in connection with 
the commission of the offense and the alien’s conduct since conviction has been 
exemplary. 

Unconditional foreign pardons, unlike domestic pardons, are not considered as 
vitiating a conviction of an offense involving moral turpitude so as to permit 
the issuance of an immigration visa. Nor does the fact that the Immigration and 
Naturalization Service of the Department of Justice approved the petition which 
Mr. Hampton executed in behalf of his wife, to accord her nonquota status, relieve 
the latter of the necessity of complying with all of the applicable provisions of 
the immigration laws. 

I regret that I am unable to furnish you a more favorable report in this matter. 
However, in view of the circumstances outlined above and in the light of Mrs. 
Hampton’s inadmissibility into the United States, it does not appear that there 
is any further action that the responsible American consular officer might appro- 
priately take in the case unless special legislation is enacted by the Congress in 
behalf of the applicant. 

Sincerely yours, 
H. J. L’Hevrevx, 

Chief, Visa Division. 
(Enclosure: From Mr. Hampton, July 31, 1950.) 


Congressman Talle also submitted to the Committee on the Judiciary 
of the House of Representatives the following information with refer- 
ence to the case: 

CONGRESS OF THE UNITED STarTss, 
House or REPRESENTATIVES, 
Washington, D. C., January 27, 1951. 


’ 


Re H. R. 888 (H. R. 9550, 81st Cong.). 
Hon. EMANUEL CELLER, 
Chairman, House Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


My Dear Mr. CHarrMan: Enclosed herewith a copy is of my bill H. R. 888 
(identical with H. R. 9550, 81st Cong.) for the relief of Mrs. Johanna Hampton. 

The circumstances necessitating this legislation are briefly as follows: In the 
winter of 1946-47 Mr. Chester L. Hampton, an elderly widower who is a con- 
stituent of mine, accompanied his daughter to Wiesbaden, Germany, where she 
was joining her husband, a chaplain in the United States Army. While in Ger- 
many, Mr. Hampton met and married (on October 18, 1949) Mrs. Johanna 
Heynert Haupt, a German national who was employed as a nursemaid in his 
daughter’s home. Application was promptly made for the admission of Mrs 
Hampton to the United States on a nonquota basis. However, the American 
consulate general at Frankfurt was informed that according to Nazi records Mrs. 
Hampton had been convicted of a petty theft in 1936, and consequently she was 
denied admission to the United States under section 3 of the Immigration Act 
of February 5, 1917. In this connection, it should be noted that both Mrs. 
Hampton and her father deny that she was involved in the alleged misdemeanor 
and maintained that no arrest or conviction occurred. 

In support of my bill, I am pleased to furnish herewith the following documents: 

1. Letter of date July 31, 1950, addressed to me by Mr. Chester L. Hampton, 
pleading that his wife be permitted to enter the United States. 

2. Letter of date August 24, 1950, addressed to me by the Chief of the Visa 
Division of the Department of State, pointing out that special legislation is 
necessary to authorize Mrs. Hampton’s admission to the United States. 

3. Affidavit (accompanied by translation prepared in the Library of Congress) 
executed by Mrs. Hampton’s father, Mr. Otto Hynert, attesting that Mrs. 
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Hampton “has never in her life been sentenced to prison nor received any other 
penalty; that she has never been convicted of a felony or crime, and that, there- 
fore, her record is entirely clear.” 

4. Letter of date September 19, 1950, from Mr. E. Raymond Wilson, executive 
secretary, Friends Committee on National Legislation, 1000 Eleventh Street NW.., 
Washington 1, D. C., urging favorable action on my bill for the relief of Mrs. 
Hampton. 

5. Letter of date January 19, 1951, from Chaplain Donald E. Kehrli, a captain 
in the Air Force, attesting the good character of Mrs 
favorable action on my bill for her retief. 

There is no doubt whatever in my mind but tha e Nazi records indicating 
Mrs. Hampton was convicted of a household theft in 1936 were completely 
fraudulent. In this connection it is significant that no arrest was made and no 
penalty imposed. In any event, Mrs. Hampton’s good character is well estab- 
lished in the enclosures, and she is the wife of a reputable American citizen. 

Under the circumstances, I shall appreciate your thoughtful and favorable 
consideration of H. R. 888, and I should like to be informed as to 
it at the earliest possible date. 

With expressions of high esteem and kind regards, I am 

Cordially, 


Hampton and urging 


your action on 


Henry O. Tauue, M. C. 


A translation of the document referred to in Mr. Talle’s letter reads 
as follows: 
[Translation ! (German)} 
[Rep. Talle] 
No. 348 of the Register of Documents for 1950. 
First copy. 
Negotiated. 
GROSSRUDESTEDT (District oF Weimar), July 6, 1950. 

Before me, the undersigned notary, Dr. Werner Scheitz, residing in the district 
of the Superior County Court at Erfurt, and officiating at Soemmerda, there 
appeared today: 

Otto Heynert, engineer, of Bahnhofstrasse, Grossrudestedt, known to me by 
his person. 

The above solicited the notarization of an affidavit (statement made under 
oath). He was advised concerning the significance of an affidavit and, in particu- 
lar, concerning the penalty for making false statements under oath. He declared 
thereupon: 

I swear under oath, in the presence of the notary, ‘to the best of my knowledge 
and belief, to the following: 

I swear under oath that my daughter, Johanna Hampton, nee Heynert, divorced 
Haupt, has never in her life been sentenced to prison nor received any other 
penalty; that she has never been convicted of a felony or crime, and that, therefore, 
her record is entirely clear. 

The minutes were read by the notary to the person who had presented himself, 
approved, and subscribed by him. 

(Signed) Orro HEeyYNERT. 
(Signed) Dr. WeRNER Scuerrz, Notary. 


Fees 
Value: 300.00 deutschemark. 
DM 
ee i cathy agwew ea’ apse nen 5. 00 
De a ie anti niememe aes tin adetts ck eek a a Ca 15 
eee Re eg . oe og ey 


(Signed) Dr. Scuertrz, Notary. 


Paid.—Dr. Scheitz. 

The above act, entered in the Register of Documents for the year 1950, under 
No. 348, represents the first copy made for Mr. Otto Heynert. 

Grossrudestedt, July 6, 1950. 


[STAMP] Dr. WERNER Scuettz, Notary. 


1 Translated by Elizabeth Hanunian, September 27, 1950 
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FRIENDS COMMITTEE ON NATIONAL LEGISLATION, 
Washington 1, D. C., September 19, 1950, 
Hon. Henry O. Tate, 


House Office Building, Washington 25, D. C. 


Dear Mr. Tatue: [ am writing you regarding H. R. 9550, a private bill to 
provide entrance to the United States for Mrs. Johanna Hampton, wife of Mr. 
Chester L. Hampton. Chester Hampton formerly lived in the Whittier-Spring- 
ville neighborhood in Iowa, but is now a resident of Washington, Iowa. 

{ had the opportunity of two rather long visits with Chester Hampton and his 
brother, Dilwin, when I was in Iowa at the Quaker conservative yearly meeting 
at West Branch, to which his brother and many of his relatives belong. 

This marriage was a second marriage while he was living in Germany with his 
daughter and his son-in-law, who was a chaplain with the United States occupa- 
tion forces. There was every expectation that Johanna Hampton would return 
with him to the United States until the final papers for her emigration from 
Germany were under consideration. 

It appears that according to Nazi records, she was convicted of a petty crime; 
as I recall it was household theft. According to Mr. Hampton, she maintains 
that she was innocent of this accusation. I have, of course, no conclusive evi- 
dence either way. Even though we might grant that under the difficulties of 
the Nazi regime she was guilty of this, it would not seem to me to involve a 
sufficient degree of moral turpitude that would warrant her exclusion from the 
United States on such grounds. Chester Hampton is of advanced age, needs the 
care and assistance of his wife, and it would seem to me that human considera- 
tions would justify the reuniting of a family whose separation would serve no 
vital and compelling national interest on the part of the United States. 

I tried to satisfy myself that the case had sufficient merit to warrant a private 
bill, and that I would be justified in adding my own encouragement for the 
passage of such legislation. I would have welcomed an opportunity to talk with 
the chaplain to have gotten an additional analysis of the background and merits 
of this case, but since he lives, I believe, in Wyoming, that was not possible. 

Therefore, I am writing you my encouragement and support of this bill on the 
basis of these two extended conversations with Dilwin elites, whom I have 
known for many years, and with Chester Hampton himself. 

Sincerely yours, 


E. RAYMOND WILSON. 





HEADQUARTERS Fort Francis E. WARREN, AND 3450TH TECHNICAL TRAINING 
WING 
Fort Francis E. Warren, Wyo. 


OFFICE OF THE CHAPLAIN, 


January 19, 1951. 
Hon. Henry O. TAut.e, 


House Office Building, Washington, D. C. 


Dear Mr. Tauie: While home in Iowa on leave over the New Year holiday I 
talked with Mr. Chester L. Hampton (care of Don Gillmore), Walker, Iowa, con- 
cerning his personal problem of securing a visa for entrance of his wife, Mrs. 
Johanna Hampton, Wiesbaden, Germany, into the United States of America, 
which you have taken steps toward giving him some assistance by enactment of a 
bill in Congress. 

We are grateful to you, Mr. Talle, for your personal interest in Mr. Hampton’s 
problem and for your efforts to help him. I am convinced that Mr. Hampton 
deserves the assistance. 

While I was on duty in Germany with my family as an Air Force Wing chaplain, 
Mrs. Hampton was cleared for employment in Americans homes. This was 
during the year 1947 before she was married to Mr. Chester L. Hampton. Mrs. 
Hampton was employed by Mrs. Kehrli and me in our home. We found her to 
be the neatest employee in appearance and work, cheerful and tireless in her efforts 
to do her work well, and most considerate and thoughtful of our three children— 
one of them an infant son, Louis, born July 5, 1947, in Wiesbaden, Germany. 
We found her to be honest and trustworthy. During our 3-year tour of duty in 
Germany Mrs. Kehrli and I felt that Mrs. Hampton was the only maid that we 
had had in our employ with whom we could confidently leave our children while 
we went away on leave. 
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I would appreciate anything that you can do to unite Mr. and Mrs. C. L. 
Hampton in their home in Washington, Iowa, since our Government has per- 
mitted them to marry in Germany October 18, 1947. The present situation of 
separation is most tantalizing to Mr. Hampton, who needs his wife with him here 
in the United States. 


Sincerely yours 
- ’ 
Donautp E. KEensr.t, 


Chaplain (Captain), United States Air Force. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (H. R. 888) should be enacted. 


O 
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afr. McCarran, from the Committee on the Judiciary, submitted 
tL) = the following 
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REPORT 
ee {To accompany H. R, 1120] 
aoe > 
>The Committee on the Judiciary, to which was referred the bill 
_R. 1190) for the relief of William Yinson Lee, having considered 


the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to William Yinson Lee. The bill provides for an 


appropriate quota deduction and for the payment of the required visa 
fee and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 54-year-old native and citizen of 
Great Britain of the Chinese race. He last entered the United States 
as a visitor on July 18, 1946. He has been prominent in YMCA 
work and as a sponsor for better Chinese-American relationships 
A letter dated October 25, 1950, to the chairman of the committee 
on the Judiciary of the House of Representatives from the Deputy 
Attorney General with reference to H. R. 8932, which was a bill 
introduced in the Eighty-first Congress for the relief of same 
alien, reads as follows: 

Hon. EManvuen CELLER, 
Chairman, Committee on the Judiciary, 
Flouse of Representatives, Washington, D. C. 

My Dear Mr. CuarrmMan: This is in res] 
the Department of Justice relative to the bil 
Yinson Lee, an alien. 
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The bill would direct the Attorney General to record the lawful admission for 
permanent residence of William Yinson Lee who entered the United States on 
July 18, 1946, and would also direct the Secretary of State to instruct the quota- 
control officer to deduct one number from the quota for China of the first year 
that such quota number is available. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the alien is a citizen of Great Britain of the Chinese race who was 
born on December 20, 1884 in Sidney, Australia. He last entered the United 
States at the port of San Francisco, Calif., on July 18, 1946, and was admitted 
under section 3 (2) of the Immigration Act of 1924 for a period of 1 year. Mr. 
Lee was granted several extensions of temporary stay, the last of which expired 
on July 17, 1950. 

The files further reveal that the alien resided from 1923 to 1946 in China where 
he was engaged in the import and export business. Mr. Lee stated that his 
wife, a native and citizen of China, and his three children are presently residing 
in China, while he has one son, William Lee, a lawful resident alien of the United 
States. It appears that from 1946 to 1948 at the invitation of the International 
Association of the YMCA Mens’ Clubs Mr. Lee traveled throughout the United 
States lecturing on cultural and trade relations between this country and China. 
Since January 1948, he has been employed by the United Services to China, Inc., 
New York City, as a director of Chinese-American relations at a salary of $5,200 
a year. 

The racial quota for China to which the alien is chargeable is oversubscribed 
and an immigration visa is not readily obtainable. The record presents no facts, 
however, which would justify granting him a preference over the many aliens 
abroad who are awaiting their regular turn for quota numbers. 

Accordingly, the Department of Justice is unable to recommend enactment of 
the measure. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 


The files of the Committee on the Judiciary of the House of Repre- 
sentatives contain the following information in connection with the 
case: 

COMMONWEALTH OF PENNSYLVANIA, 
DEPARTMENT OF JUSTICE, 
Harrisburg, February 15, 1951. 
Hon. Francis E. WATER, 
House of Representatiwes, Washington, D. C. 


Dear CONGRESSMAN WALTER: It has been called to my attention that on 
Monday, February 19, 1951, the Immigration and Naturalization Subcommittee 
of the Judiciary Committee will consider House bill 1120, which was introduced 
by Congressman Leonard W. Hall of New York, and referred to your committee. 

This bill would extend to William Yinson Lee the privilege of permanent resi- 
dence in the United States. Mr. Lee has been known to me personally for a 
number of years, and I have had numerous opportunities to observe him and the 
fine work he has been doing both in China and in the United States. For this 
reason, I have no hesitancy in urging you to give favorable consideration to H. R. 
1120. 

While in China, Mr. Lee worked tirelessly for the development of the Young 
Men’s Christian Association and the International Association of Y’s Men’s Clubs. 
As international president (1941-42) of the latter organization, and also during 
my work in compiling a history thereof, I discovered in Mr. Lee those rare attri- 
butes of character and industry which would make him outstanding in any group 
of men of any race or nationality. Many instances could be cited in support of 
this opinion, and I shall be happy to furnish them to you if you should desire. 

Mr. Lee’s work in the United States has also been outstanding in the interest 
of better Chinese-American relations. His return to China would be a tragic 
mistake, because in his home city of Shanghai and elsewhere he would be marked 
for destruction by the Communists by reason of his leadership in democratic 
organizations. Moreover, he is worthy of continued residence in the United 
States because his ideals and activities make a distinct and appropriate contribu- 
tion to our way of life. 
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Under these circumstances, I trust that your committee will see fit to act favor- 
ably on H. R. 1120. If I can be of any assistance to you in the furnishing of addi- 
tional information regarding Mr. Lee, please do not hesitate to call upon me. 

With best regards, I am 

Sincerely yours, 
GrorcE W. KEITEL, 
Deputy Attorney General. 





UnirEp Service ro Cuina, INc., 
New York 19, N. Y., February 12, 1961. 
The Honorable Francis E. Water, 
Chairman, Immigration and Naturalization Subcommittee, 
Committee on the Judiciary, House of Representatives, 
Washington, Ty. dt 
My Dear CONGRESSMAN WALTER: In continuation of my letter of February 2 
with reference to H. R. 1120, I am enclosing copy of a letter from Lt. Gen. A. C 
Wedemeyer to the chairman of the Committee on the Judiciary in support of the 
case of Mr. William Yinson Lee, which I am sure will merit your consideration and 
that of your colleagues. 
tespectfully yours, 
B. A. GARSIDE, 
Erecutive Vice Pres dent. 





Copy or Letrrer From Lt. Gen. ALBERT C. WEDEMEYER, UNITED STATES OF 
AMERICA, COMMANDING SrixtH Army, PReEstp1o, CALIP. 


DecEMBER 26, 1950. 
CHAIRMAN OF THE COMMITTEE ON THE JUDICIARY, 
House of Representatives, Washington, D. C. 

My Dear Srr: It has been brought to my attention that Mr. William Yinson 
Lee has made application to remain permanently in the United States, at least 
until the chaotic situation in the Far East permits freedom-loving Chinese to 
return to their country. 

I hope you will not feel that I am being presumptuous in submitting informa- 
tion concerning Mr. Lee—information that I think in fairness to him should be 
known by you and the members of your committee before making a final decision. 

Immediately after the war, the morale of my men was a tremendous factor. 
You may recall that in certain areas of the world some of our troops demonstrated 
and conducted themselves in a rather hoodlum manner, for example, in Frankfurt 
and in Manila there were instances of rioting and disgraceful conduct. In far- 
away China I was terribly concerned about my situation. I had about 100,000 
American men and women in my command. The war was over; everyone wanted 
to return home. Of course I had to keep them occupied in a wholesome way 
while awaiting transportation for them. It was in this field of endeavor, that 
is, providing entertainment, etc., that Mr. Lee was brought to my attention. I 
do not know whether he originated the idea of a Joint Committee for the Allied 
Forces in the Shanghai area but I do know that he was the principal organizer and 
an indefatigable worker in order to provide entertainment, information, guides, 
maps, bazaars, advice pertaining to the purchase of curios and the exchange oi 
money. He enjoyed a fine reputation as an individual interested in the welfare 
of our American soldiers, sailors, and airmen. 

I believe therefore, Mr. Chairman, that Mr. Lee merits favorable consideration. 
I know nothing derogatory about him and I have already enumerated the con- 
tribution that he made toward maintaining a high morale and fine spirit among 
my officers and men after the war. 

Faithfully, 


i 
| 


A. C. WrEpDEMEYER, 
Lieutenant General, United States Army, Commanding. 
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Tue Protestant Councit OF THE Crty oF New York, 
New York 10, N. Y., February 14, 1961. 
CONGRESSMAN FrRANcis E. WALTER, 

Chairman, Immigration and Naturalization Subcommittee, 


House of Representatives, Washington, D. C. 


Dear Mr. Watrer: I am writing to you on behalf of Mr. William Yinson Lee 
for whom there has been introduced in the House of Representatives a bill H. R. 
1120 extending to Mr. Lee the privilege of permanent residence in the United 
States. 

I am a member and vice president of the board of directors of United Service 
to China and for nearly 20 years was a resident in China. For some 30 years I 
have known Mr. Lee as a businessman and citizen. Mr. Lee has expressed to me 
his wish to become an American citizen, and I am writing to express the hope that 
you will give your support to his application to become a citizen and to remain 
permanently in the United States or at least until the situation in the Far East 
permits freedom-loving Chinese to return to their own country. 

For the last several years I have known of Mr. Lee’s activities in this country. 
He has been a very able sponsor of better Chinese-American relationships. This 
was characteristic of his activities during my acquaintance with him in China. 
In addition to his business leadership, he is also an able sponsor of many welfare 
and community services. 

Mr. Lee is the acting president of the Overseas Rotary Fellowship, a group of 
very responsible business leaders from many countries who meet together regularly 
here in New York City. This is typical of the unselfish service which he renders 
in an attempt to cement good relationships between people of different countries. 
He is a good public speaker and writes well. He is a particularly useful person 
at this particular time in helping to maintain good relations between China and 
the United States. 

Out of my long acquaintance with Mr. Lee and because of my great concern for 
good relations between China and the United States, I write to express my 
sincere hope that you and your associates and members of the Judiciary Com- 
mittee will strongly favor approval of the bill to record the lawful admission for 
permanent residence of William Yinson Lee to the United States, 

Of a very wide acquaintance, I know of no individual more likely to contribute 
the maximum service to our own country and to the relations between countries 
in this time of crisis than would Mr. Lee. 

For your cooperation and in appreciation of your support, I am 

Sincerely yours, 


C. W. Perirt, Executive Director. 


County or Lue 
Toledo 2, Ohio, February 1 
Re H. R. 1120, William Yinson Lee. 
Hon. EMANEUL CELLER, 
Chairman of the Committee on the Judiciary, 
Ho iS¢ of heprese nLaATLVvES, Wasi inglon, dD. ce 

Dear Sir: It would be exceedingly unfortunate if this bill should not be 
favorably reporied by the Immigraiion and Naiuralization Subcommittee of the 
Judiciary Commitiee and eventually enacted into law io permit Mr. Lee to remain 
in this country. I have known him by correspondence since 1924 and personally 
since he first came to this country in the early thiriies; have worked with him in 
YMCA work; some of my friends have worked with him in Rotary work; others, 
in Chinese-American relations. 

“Vinson,” as we have affectionaiely called him, is more American than many 
who go about loudly proclaiming their loyalty. To deport him ai this time would 
be worse than a personal tradegy to him and his family—it would be depriving 
our country of one more asset and resource because Yinson is the finest type of 
“American citizen” even though he is not technically or legally yet permitted 
naturalization. He is the kind of citizen we can ill afford to lose. I speak from 
personal knowledge and could relate many details but will spare you the repetition 
thereof. 

Thanking you for using your best efforts io see that this bill is favorably reported 
and eventually enacted, I am 


Yours faithfully, 





Paut W. ALEXANDER, Judge. 
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Unitep States Service To Curna, Inc., 
New York 19, N. Y., February 2, 1961. 
The Honorable Joseru R. Bryson, 
Committee on the Judiciary, House of Representatives, 
Washington, D. C. 

My Dear ConGressMAN Bryson: I am writing you, as a member of the Com- 
mittee on the Judiciary, on behalf of Mr. William Yinson Lee. A private bill 
introduced by Congressman Leonard W. Hall, of New York (H. R. 1120), extend- 
ing to Mr. Lee the privilege of permanent residence in the United States has, I 
understand, been referred to the Judiciary Committee. 

In connection with my activities on behalf of the Chinese people I have had to 
deal with hundreds of cases where deserving individuals of Chinese ancestry have, 
with good reason, wished to extend their stay in the United States. Yet in only 
one or two very exceptional instances have I ever suggested that such indi 
be granted the special privilege of permanent residence in this country. 

Nr. Lee’s case is one of these rare exceptions. Some of the reasons why I be- 
lieve it would be to the best interest of the American people to grant him this 
privilege are these: 

1. Mr. Lee has for many years been a prominent leader in the betterment of 
Chinese-American relationships. Both while he was in China, and even more 
since he has been in America, he has been active in bringing influential Chinese 
and Americans together and cementing friendly ties between the tw 
Such activities are now needed more urgently than before 

2. Mr. Lee is an effective speaker and writer. He is spending much of his 
acquainting American hearers and readers with the basic facts of what is happen- 
ing in China and what forces are in conflict there. He thus enables these Ameri- 
cans to make their own intelligent decisions on the wisest course for this country 
in far eastern affairs. 


3. At this time Mr. Lee is rendering a special service to the people of |} 


\ iduals 


Oo countries. 


time 





( ) Tt) mi n 
China and America. The Communist seizure of military control on the mainland 
of China and their aggressive acts in Korea have produced a serious : uf 
throughout America toward our loval Chinese friends here and abr 1 wl 
been opposing communism even longer, and at great 
It is imperative that prompt steps be taken to correct t I i 
ing before it does irreparable injury to Chinese-Americ: relatic Mr. ] 
now leading a group of both Chinese and Americans ‘ 
organizatio dedicat d to the correction of mis inderstan A i t 
ening of ( hinese-American cooperation it this er if { ( I »T 
here long enough to give continuing leadership to tl st O ea 
loss to the best inte rests ¢ f both coul tric ~ 

I understand some suggestion has been made that in: thas Mr. I g 
of Chinese parentage, was born in Australia, he might be deported to t} 1 
It seems to me that such a move not ¢ lv wo ee ~ ( I I 
America for the reasons set forth above, but would worl 
to Mr. Lee. While he spent some time in Austr: AS AC landasay 
Mr. Lee has not been in touch with Australia for almost 30 vears, ha ( s 
or contacts there and would be left without r rees or mea of earning ( 
hood. Any such move would deprive America of the ser of a cap 
who is particularly valuable at this time, with | 

We earnestly hope that vou and your colleagu Judiciary | 
can heartily recommend that the House approve H. R. 1120. 

Respectfully yours, 
B. A. GARSIDI 
I ve | Preside 
The committee, after consideration of all the facts in the case, is 


of the opinion that the bill (H. R. 1120) should be enacted 
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r-MéGarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 1431] 


The Committee on the Judiciary, to which was referred the bill 


(H. R. 1431) for the relief of Tetsuko Hidaka, having considered the 
same, reports favorably thereon without amendment and recommend 
that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to enable the Japanese fiancée of a United 
States citizen and a member of the United States Armed Forces to 
enter the United States for the purpose of marrying her citizen financé 
and to thereafter reside in the United States. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 22-year-old native and citizen of 
Japan and the fiancée of Ernest Collier, a citizen of the United States, 
While Mr. Collier was serving in Japan he became engaged to Miss 
Hidaka and shortly thereafter was transferred to Korea where he was 
wounded. He is now in San Francisco being hospitalized. 

Congressman Frank R. Havenner, the author of the bill, submitted 
the following information to the Committee on the Judiciary of the 
House of Representatives in connection with the case: 

State or CALIFORNIA, 
City and County of San Francisco, ss: 

Ernest Collier, being first duly sworn, deposes and says: 

I am the Ernest Collier referred to in H. R. 1431, Eighty-second Congress, first 
session, being entitled ‘A bill for the relief of Tetsuko Hidaka.’’ In support of 
said bill, I state as follows: 
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I am a citizen of the United States and a private, first class, in the United States 
Army. I volunteered for service in the United States Army in November 1942, 
and I saw service in Africa, Italy, and Europe. In January 1946 I was honorably 
discharged from the Army, and later in the same year I reenlisted in the United 
States Army and was shipped to Japan, where I served with the Japanese occupa- 
tion forces, Eighth Army, until about March 1950, when I returned to the United 
States because my enlistment expired. I reenlisted in May 1950 in this country 
and shortly thereafter I was shipped out to a Japanese embarkation point, from 
which I was assigned to duty in Korea. While in Korea I served with the 
Twenty-fifth Division, Twenty-fourth Infantry, until, after being twice wounded, 
I was sent to the Tokio General Hospital and then to Letterman Hospital, the 
Presidio, San Francisco, Calif., where { am now a patient. 

While in Japan during my first reenlistment, I was stationed at Kobe, where I 
first met Tetsuko Hidaka about January 1947, as I remember. My memory of 
dates is not very good. We became engaged to be married in the late spring 
of 1947. We thought we would be married before my enlistment expired, but 
because of delays and red tape this was not possible. When I reenlisted in May 
1950 I thought I might get back to Kobe, but the Korean incident changed all 
this. 

I am now age 27 and Tetsuko Hidaka is now age 22. We have not entered 
into our engagement lightly and the passage of time has only further increased 
our determination to be married. If Tetsuko Hidaka is permitted to enter this 
country we will be promptly married. This is our fondest hope. 

Dated this Ist day of February 1951. 

Ernest CoLuier. 

Subscribed and sworn to before me this Ist day of February 1951. 

[SEAL] E. J. Putnam, Notary Public. 


My commission expires April 26, 1954. 


San Francisco, Cauir., March 8, 1951. 
Re relief of Tetsuko Hidaka (H. R. 1431). 
Hon. Franck R. HAVENNER, 
House of Representatives, Washington, D. C. 


Dear Mr. Havenner: | enclose an affidavit of Tetsuk Hidaka in support of 
the above-numbered bill. You will note that this affidavit was sworn to before 
a vice consul of this Government. 

I had Miss Hidaka go directly into the office of the American consul general at 
Kobe, Mr. Ralph J. Blake, in order that he could assist her in the preparation of 
the affidavit. In writing to Mr. Blake I suggested that a member of his staff 
might make some inquiry to satisfy us that ‘‘Miss Hidaka is moved by only the 
highest motives in this matter.” 

In Mr. Blake’s letter to me transmitting the affidavit, he states as follows: 

‘‘At the time Miss Hidaka visited this office to execute the affidavit, she was 
interviewed by one of the vice consuls assigned here. It is his impression that she 
is earnest in her desire to marry Mr. Collier and as best can be judged is not moved 
by any ulterior motives in the matter. One factor which stands out is that she 
has known Mr. Collier for approximately 4 years, and in that period of time has 
been separeted from him a great deal; but, this separation has not, to all appear- 
ances, lessened her anxiety or her purported affection for Mr. Collier.”’ 

I enclose a photostatic copy of Mr. Blake’s letter for presentation to the Com- 
mittee on the Judiciary. 

You will be interested to know that the committee has referred this matter to 
the Immigration Department for investigation and that a Mr. Robert Jones, who 
is an investigator attached to the San Francisco office, has communicated with 
me. I have opened my files to him and arranged for him to interview Mr. Collier 
I anticipate that his report will be most favorable. 

Thanking you for your attention to these matters. 

Cordially yours, 


HERBERT BARTHOLOMEW, 
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THe ForeIGN SERVICE OF THE UNITED STATES OF AMERICA, 
February 23, 1951. 
Mr. HERBERT BARTHOLOMEW, 

Attorney at Law, San Francisco 4, Calif. 


Dear Sir: Reference is made to your letter dated January 24, 1951, in which 
you requested this office to assist Miss Hidaka in executing an affidavit which is 
to be used as evidence in support of private legislation now pending before Con- 
gress for the relief of one Ernest Collier, as well as a statement with regard to the 
opinion of this office as to the sincerity of Miss Hidaka’s motives in this matter. 

Accordingly, there are enclosed two copies of an affidavit executed by Miss 
Hidaka at this office on February 12, 1951, which covers the general subjects 
included in the sample affidavit forwarded by you. At the time Miss Hidaka 
visited this office to execute the affidavit, she was interviewed by one of the vice 
consuls assigned here. It is his impression that she is earnest in her desire to 
marry Mr. Collier and as best can be judged is not moved by any ulterior motives 
in the matter. One factor which stands out is that she has known Mr. Collier 
for approximately 4 years, and in that period of time has been separated from him 
&@ great deal; but this separation has not, to all appearances, lessened her anxiety 
or her purported affection for Mr. Collier. 

Trusting that you will find the foregoing information of assistance to you, I 
remain, 

Very truly yours, 
RaupPH J. BuakeE, 


American Consul General. 
(Enclosure: Affidavit in duplicate.) 
Copy to Miss Hidaka. 


JAPAN, Ciry or Kose, 
American Consular Service, ss: 


Before me, Joe B. Birch, vice consul of the United States of America in and for 
Kobe, Japan, duly commissioned and qualified, personally appeared Miss Tetsuko 
Hidaka, who, being duly sworn, deposes and says: 

That her name is Tetsuko Hidaka; 

That she is the Tetsuko Hidaka referred to in H. R. 1431, Eighty-second Con- 
gress, first session, being entitled ‘‘A bill for the relief of Tetsuko Hidaka.” 

That she is a citizen of Japan, and the fiancée of Ernest Collier, a citizen of the 
United States and a private, first class, in the United States Army. 

That she has known Ernest Collier for approximately 2!4 years, having first 
met him while he was serving with the occupation forces stationed at Kobe, Japan. 

That after they became engaged to be married, Ernest Collier was transferred 
to Korea, where he was in combat service. He was wounded in action, returned 
to Tokyo for hospitalization, and then returned to the United States for further 
hospitalization and treatment. 

That at no time since Ernest Collier left Kobe, Japan, has it been possible for 
them to marry, and it appears entirely unlikely that they shall ever be able to 
marry unless she can go to the United States of America. 

That her engagement to Ernest Collier was not hastily entered into, but was 
given serious and thoughtful consideration. 

That her only purpose in requesting of the Congress of the United States per- 
mission to enter that country is that Ernest Collier and she might be married, 
and that she be a good wife to him and a credit to his country. That they are 
very much in love with one another, have corresponded regularly, and the 
celebration of their marriage is their foremost desire. 

And further deponent saith not. 


Tersuko H1paka. 
Subscribed and sworn to before me this 12th day of February A. D. 1951. 
[SEAL] Jor B. Bircu, 
Vice Consul of the United States of America in and for Kobe, Japan. 
The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (H. R. 1431) should be enacted. 


O 
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{To accompany H. R. 2785] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 2785) for the relief of Kimi Hatano, having considered the same, 
reports favorably thereon without amendment and recommends that 
the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to enable the Japanese fiancée of a United 
States citizen and an honorably discharged veteran of World War II 
to enter the United States for the purpose of marrying her citizen 
fiancé and to thereafter reside in the United States. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 25-year-old native and citizen of 
Japan who became engaged to Roy B. Erickson, Jr., who was on duty 
in Japan with our Armed Forces. “Mr. Erickson is presently attending 
Harvard Law School and Miss Hatano is an interpreter 
Armed Forces in Japan. 

Congressman John Kennedy, the author of the bill, has submitted 
to the Committee on the Judiciary of the House of Representatives 
the following information in connection with the case: 


with our 


STATEMENT OF Facts 


With respect to my petition for special legislative action to permit my Japanese 
fiancée to enter the United States, the following facts, outlining the 
of my case, are respectfully submitted: 

Immediately after graduating from Harvard in June 1943 I was inducted ir 
the Army, serving first in the continental United States, the: 


‘ circumstances 


t 
to 


in the Philippine 
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Islands. I was with the initial occupation troops to reach Japan in September 
1945, where I served as a military-government officer under the Eighth Army 
in Yokohama until August 1946 when I was separated from the service to accept 
civilian employment in substantially the same capacity. In February of 1949 
I was transferred to the First Corps in Kyoto, Japan, being promoted to the 
position of chief of the economies section of the Kyoto military government. 

It was at this time, February 1949, that I met Miss Kimi Hatano, of Kyoto 
City. It was principally through our mutual interest and past study in the 
field of music that we were initially attracted to each other. Miss Hatano since 
an early age had studied voice, and had done considerable concert singing, some 
in occupation circles, while I had devoted over 10 years to the violin. More- 
over, the combination of Miss Hatano’s broad educational background, and her 
contact with the American occupation through her secretarial work in an Army 
office, further contributed to her orientation toward American social ideals and 
standards, thus providing us with a basis of common values and an identity of 
cultural experience probably quite uncommon between two persons of such 
widely different national and racial origin. 

Not unimportant as a further element, moreover, in the development of our 
relationship was the generally closer association between the small occupation 
colony in the First Corps area and the local population than obtained in the areas 
where large groups of occupation personnel were concentrated, such as in Tokyo 
and Yokohama. This general attitude made it possible for our association to 
exist against a background of general social approval and thus to pursue a course 
of development, and of critical self-evaluation, otherwise possible only in more 
nearly “‘normal’’ circumstances. 

The realization and disclosure of our mutual affection, which under ordinary 
circumstances would have resulted in marriage, occurred during the summer 
months of 1949, a time at which directives of the occupation army contained an 
absolute prohibition against the marriage of occupation personnel and Japanese 
nationals. Of course, my status as a Defense Department civil-service employee 
placed me clearly within the provisions of this injunction. Thus there was no 
hope of marriage at the time, nor was there any reasonable ground for expecting 
that these restrictions, of nearly 4 years’ standing, would be changed during the 
continuation of the occupation. Therefore, I was faced wtih the prospect of 
merely continuing my employment in Japan, for the duration of the occupation, 
and then returning to the United States with little prospect of ever being reunited 
with my fiancée. 

Under these circumstances, we decided that a permanent and lasting resolution 
of our problem could possibly be attained only if I were to return to the United 
States and then reenter Japan with one of the permanently established American 
commercial enterprises operating in the Orient. In order to acquire some kind of 
qualification for such employment, I decided to enter a course of legal training 
and thus applied for admission to Harvard Law School. Subsequently, I left 
Japan in August 1949, entered school in September, and have now completed 
approximately half of my training. 

alos this time in school I have had occasion to note the several occasions on 
which special legislation was enacted to allow entrance into the United States of 
Japanese nationals under circumstances seemingly very similar tomy own. Thus 
I have taken the liberty of inquiry and petition to determine whether such action 
might again be possible for my benefit. Particularly must I rely upon such action 
since, at the present time, the imminence of my recall to active duty with the 
Armed Forces nearly extinguishes the hope of following my original plan of re- 
turning to Japan in a commercial capacity. 

Roy B. Erickson, Jr. 
CoMMONWEALTH OF MASSACHUSETTS, 
County of Middlesex, ss: 


Subscribed and sworn to before me this 15th day of December 1950, 
[SEAL] ALBERT J. Hamitton, Notary Public. 
My commission expires June 12, 1953, 
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CurRICULUM VITAE 
SEPTEMBER 18, 1950. 

Full name: Kimi Hatano. 

Nationality: Japanese, 

Age and birthday: 24 (December 26, 1925). 

Permanent domicile: 113, Hoshyoji-cho, Okazaki, Sakyo-ku, Kyoto City, Japan. 

Present address: 28-5, Sanno-cho, Shyogoin, Sakyo-ku, Kyoto City, Japan. 

Married or single: Single. 

Education: (1) Graduated, Kyoto Kinlin Primary School, on March 1937; 
(2) entered the Nijo Girls’ High School in Kyoto, April 1937, graduated on 
March 1942; (3) entered the Shiga Girls’ College, teachers’ department, April 
1942, graduated on March 1944; (4) entered the commercial course, including 
typing and English, at Kyoto YMCA, on April 1947, graduated on June 1947; 
(5) took lessons from 1937 to 1945 for singing, by Miss Toshie Shinohara and 
Mr. Hiromu Fujii, and piano lessons for same years by Mrs. Komori. 

Special ability: English typist, school teacher, and opera singer. 

Languages: English, Italian, and Japanese (spoken and written). 

Profession: (1) Employed by Shigaraki Primary School as a teacher from 
April 1, 1944, to December 31, 1944 (specially I was teaching music course) ; 
(2) January 1945 to August 1946, I was opera singer at the Kyoto State Side 
Theater and Osaka Kitano Theater. I was singing some American song at that 
time. 

Business experience: (1) Employed by headquarters Fourth Engineer Equip- 
ment Pool as a typist from October 1947 to April 1949; (2) employed by Eco- 
nomics Section, Kyoto Military Government Team, as typist from May 1949 to 
July 1949; (3) employed by Headquarters and Service Company, Two Hundred 
and Fortieth Engineer Construction Battalion, APO 301, as an interpreter: 
(4) I transferred to Construction Section, Eleventh Engineer Combat Battalion. 
Now I got changed organization to Headquarters, Eight Thousand and Ninety- 
first Engineer Construction Detachment, APO 9, as an interpreter still present 
time. 

Rewards or punishments: None. 

I hereby certify that the above statements are correct in every respect. 

Kimi Hatano. 


INTERNATIONAL Fipge.Lity INSURANCE Co., 
Kyoro, JAPAN, BRANC 
Clarksville, Tex., Oc er 9, 


Subject: Letter of recommendation 
Reference: Miss Kimi Hatano, 


To Whom It May Concern: 


I have personally known Miss Kimi Hatano since October 1947, when I was a 
member of the Military Government Section, Department of Army, Kyoto, 
Japan. It was I that introduced Mr. Erickson, when he was a member of Civil 
Affairs Section (military government), Department of Army, to Miss Hatano. 

Mr. Erickson and I lived together and I knew of his desire to marry Miss 
Hatano, but because of United States laws and SCAP regulations they were 
prevented from marrying. Since Mr. Erickson’s return to the United States of 
America, we have kept in contact with one another by letters and these letters 
have convinced me that his affection for Miss Hatano has deepened despite the 
long separation. 

Both of these people, Miss Hatano and Mr. Erickson, know the marital and 
social problems that confront them but they are both sincere and intelligent 
enough to surmount any normal difficulties. The many letters of recommenda- 
tion submitted in behalf of Miss Hatano definied her many admirable qualities 
and attributes. I can add nothing only to state that Mr. Erickson is intelligent 
and capable of supporting a family and that Miss Hatano is intelligent enough to 
adapt herself to an alien environment. 

(Signed) H. M. Fetters, 
(Typed) Haroitp M. Ferrers, 
Kyoto Branch, International Fidelity Insurance. 
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SEPTEMBER 25, 1950. 
Subject: Certification of service at primary school. 

For: Kimi Hatano. 

To Whom It May Concern: 


S1r: I prove that she had been on the staff of the Shigaraki Primary School, 
Shiga Prefecture, Honshu, Japan, from April 1944 to December 1944. 

In the stage of schoolmaster in our school, she elevated the standards for training 
and especially rendered distinguished service in individual upbringing of school 
children. 

Hearing that she is expected to leave Japan soon for being naturalized in 
America, I hope you all will recognize she is a very presentable woman. 

Yours sincerely, 
Masao, Morimoto, 
Principal, Shigarakt Primary School, 





Shiga Pref., Honshu, Japan. 
SEPTEMBER 26, 1950. 
Subject: Certification of graduation. 
To Whom It May Concern: 


Sir: This is to certify that Miss Kimi Hatano graduated from teachers’ depart- 
ment of Shiga Girls’ College with satisfactory result and was an honor student 
during the 2 years in college. 

Yours truly, 
S. IvTAKURA, 
The Director, Shiga Girls’ College, Shiga Prefectural. 





ApAMS SHoreE ComMMuUNITY CHURCH, 
Quincy, Mass., October 28, 1950. 
To Whom It May Concern: 

I have been well acquainted with Mr. Roy B. Erickson as a highly valued per- 
sonal friend since late 1936. 

During 3 years of secondary-school training he proved himself possessor of 
extraordinary mentality and originality. A national scholarship to Harvard 
University fittingly attested his abilities. 

As a friend he has been loyal and generously thoughtful. A renewal of acquaint- 
ance, broken by Mr. Erickson’s service in the United States Army in combat in 
the Pacific area and in the army of occupation in Japan, has brought unmistakable 
evidence of a further deepening of ethical and religious insights and obligations, 
and sincere human understanding. 

I regard Mr. Erickson as one of the most brilliant young men in my acquaint- 
ance. Certainly, with his mental acumen and initiative, a promising future is 
assured. 

Paut G. RADEMACHER, 
Minister, Adams Shore Community Church. 





HEADQUARTERS KANAGAWA MILITARY GOVERNMENT TEAM, 
APO 508, February 15, 1949. 


LETTER OF APPRECIATION TO ROY B. ERICKSON, JR., WAR DEPARTMENT CIVILIAN 


I wish to express my appreciation for your outstanding services as Chief of the 
Commodity Control and Natural Resources Division, this organization. You 
have continuously demonstrated an exceptional and -zealous devotion to duty 
through your willingness to perform assigned tasks cheerfully and with dispatch. 
Your sound judgment, initiative, and comprehensive knowledge of the many 
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problems confronting your section, together with your keen foresight and admin- 
istrative ability, greatly enhance the success of this military-government district. 
F. B. Porter, Colonel FA, Commanding. 
DEcEMBER 15, 1950. 
CoMMONWEALTH OF MASSACHUSETTS, 
County of Middlesex, ss: 


I certify that the above is a true copy of the original. 
[SEAL] ALBERT J. Hamitton, Notary Public. 


My commission expires June 12, 1953. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (H. R. 2785) should be enacted. 


O 
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Re Committee on the Judiciary, to which was referred the bill 


(S. 211) for the relief of Maria Enriquez, having considered the same, 
reports favorably thereon, with an amendment in the nature of a 
substitute and recommends that the bill, as amended, do pass. 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 
That, for the purposes of the immigration and naturalization laws, Maria Enriquez 
shall be held and considered to have been lawfully admitted to the United States 
for permanent residence as of the date of the enactment of this act, upon pay- 
ment of the required visa fee and head tax. Upon the granting of permanent 
residence to such alien as provided for in this act, the Secretary of State shall 
instruct the proper quota-control officer to deduct one number from the appro- 
priate quota for the first year that such quota is available. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of per- 
manent residence in the United States to Maria E nriquez. The bill 
provides for an appropriate quota deduction and for the payment 
of the required visa fee and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 54-year-old native and citizen of the 
Philippine Islands who last entered the United States as a visitor on 
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May 7, 1948. She is presently employed in Albuquerque, N. Mex., 
by Mrs. Helen M. Pepperday. 


A letter dated February 2, 1950, to the chairman of the Senate 
Committee on the Judiciary from the assistant to the Attorney 
General, with reference to S. 2446, which was a bill introduced in the 
Eighty-first Congress for the relief of the same alien, reads as follows: 


Frespruary 2, 1950. 
Hon. Pat McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 2446) for the relief of Maria 
Enriquez. 

The bill would provide that-Maria Enriquez, of Albuquerque, N. Mex., who 
was admitted into the United States on_a temporary visa, shall be considered to 
have been lawfully admitted to the United States for permanent residence as of 
the date of her last entry, upon payment of the required head tax and visa fee. 
It would also direct the Secretary of State to instruct the quota-control officer 
to deduct one number from the nonpreference category of the appropriate immi- 
gration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Maria Enriquez is a native and citizen of the Philippine Islands, 
having been born in Manila, Philippine Islands, on April 28, 1896. She entered 
the United States at the port of Honolulu, T. H., on May 7, 1948, when she was 
admitted as a temporary visitor under section 3 (2) of the Immigration Act of 
1924 until September 7, 1948. Several extensions of her temporary stay have 
been granted, the last one being until March 7, 1950. 

The files further reflect that the alien came to the United States as a companion 
to Mrs. Gloria de Ycaza Vda. de Massip, who was also admitted as a temporary 
visitor until March 7, 1950, at which time she expects to return to her home in 
the Philippines. According to the alien, Mrs. Massip is a woman of considerable 
wealth whom she has served as a companion for 30 years without salary or re- 
muneration other than her support. She stated that she does not intend to depart 
with Mrs. Massip, but has decided to remain permanently in this country, if 
possible, and that she has been assured of employment in Albuquerque, N. Mex., 
as a companion and domestic servant at a salary of $20 per week in addition to 
room and board. She has no financial resources or property except personal 
effects valued at $300 and is presently dependent upon Mrs. Massip for her 
support. 

he quota of the Philippine Islands, to which the alien is chargeable, is over- 
subscribed for many years, and an immigration visa may not be readily obtainable. 
The record presents no facts, however, which would justify the enactment of 
special legislation granting her a preference denied to others who are awaiting an 
opportunity to enter this country for lawful permanent residence. To enact this 
bill would tend to encourage others, in whose cases immigration visas are not 
readily obtainable, to seek an exemption from the immigration laws by coming to 
the United States as visitors and then attempting to change their status inthis 
country. 

Accordingly, the Department of Justice is unable to recommend the enactment 
of this bill. 

Yours sincerely, 
Peyton Forp, 
The Assistant to the Attorney General. 


Senator Dennis Chavez, the author of the bill, has submitted the 
following affidavits in support of the bill: 


To the Senate Judiciary Committee of the United States and to Whom It May 
Concern: 


Be it known that I, Mariano de Ycaza, a citizen of these United States of 
America, and my wife, Caroline May Hillick de Ycaza, also a citizen of these 
United States, born on the 13th of December 1887 in the city of Ithaca and county 
of Tompkins; State of New York, hereby state that, whereas there is a bill for 
the relief of Maria Enriquez introduced in the Senate of the United States, and 
referred to the Judiciary Committee for enaction by the Senate and House of 
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Representatives of the United States assembled, that Miss Maria Enriquez, of 
Albuquerque, N. Mex., who was admitted to the United States on a temporary 
visa under the immigration law, shall be held and considered to have been legally 
admitted for permanent residence in the United States as of the date of her last 
entry, I hereby certify that I, Mariano de Ycaza, did know Miss Maria Enriquez 
and her family personally since she was a little girl; that both her mother and 
father were of the white race, and that her character and reputation are above 
reproach. I know, through my relatives in the Philippine Islands, that during 
the Japanese occupation of Manila she sold her personal belongings to purchase 
aspirin tablets at a cost of 5 pesos each for the American soldiers in prison. She 
would hide the tablets inside bread she gave the soldiers so that the Japanese 
would not know; thus risking her own life.. I, Mrs. Caroline M. Hillick de Yeaza, 
met Maria Enriquez in the Philippines and know the above statements to be true. 

Therefore, we believe and recommend that Maria Enriquez be entitled to the 
honor of being allowed to become a permanent resident of these United States of 
America as she has made evident. /e know that she will make a desirable citizen 
if she is naturalized, as she has proven her loyalty to the United States in the 
past war. 

MARIANO DE YCAZA. 
CarRoLINnE May HI.iick DE YCaAza. 


Signed this 6th day of February 1951. 


County or ToMPKINS, 
State of New York: 


Mariano de Ycaza and Caroline May Hillick de Ycaza, both appearing before 
me and both being personally known to me, hereby state and affirm the above 
statements to be true facts and that this statement is being made on their own 
initiative and free will, with no objective except justice for Maria Enriquez. 

Bens. L. Rosperts, Notary Public. 

Dated, February 6, 1951. 

Term expires March 30, 1952. 


AFFIDAVIT 


I, Noland G. Williams, being duly sworn, deposes and says: 

That I am a licensed attorney of the Texas Bar Association but have lived in 
Albuquerque, N. Mex., for the past 4 years. I now reside at 420 South Ash 
Street, Albuquerque, N. Mex. have not practiced law while in New Mexico. 

I have known Maria Enriquez for approximately 2% years. She lived with my 
next-door neighbor, Capt. Vernon W. Pinkey of the United States Army, for about 
1% years of the time I have known her. 

I consider Maria Enriquez to be an intelligent, reliable, honest, conscientious, 
and of a very excellent: character. My wife and I were very friendly with Captain 
Pinkey’s family and learned to know them very well, as did all of the adjoining 
neighbors. 

I think Maria Enriquez would make a wonderful American citizen, and I cer- 
tainly would recommend that she be allowed to reside permanently in the United 
States. 

NoLanp G. WILLIAMs, 
State or New Mexico, 
County of Bernalillo, ss: 


Subscribed and sworn to before me this 8th day of February 1951. 
[SEAL] OutGa NEvuGEBAUER, Notary Public. 
My commission expires May 10, 1951. 





AFFIDAVIT 


I, T. M. Pepperday, being duly sworn, deposes and says: 
That I am chairman of the board of the Journal Publishing Co., president of the 
Albuquerque Publishing Co., and president of the Albuquerque Broadcasting Co., 
New Mexico corporations. y wife, Helen M. Pepperday, is also an officer 
and director in all the above-named corporations, and we reside at 1625 Los 
Alamos Drive, Albuquerque, N. Mex. 
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I have known Maria Enriquez for approximately 2 years and I consider her to 
be intelligent, reliable, honest and conscientious, and of excellent character. I 
earnestly believe she will:make a good American citizen, and I will undertake to 
see that she does not become a public charge of the United States. 

T. M. Perperpay. 
STATE oF NEw MEXxIco, 
County of Bernalillo, ss: 


Subscribed and sworn to before me this 13th day of February 1951. 


[sEAL] Gertruve M. Brooks, Notary Public. 
My commission expires June 5, 1951. 


Sanpia Base, N. Mex., 23 January 1951. 


AFFIDAVIT 
To Whom It May Concern: 


I, Vernon W. Pinkey, have known Maria Enriquez since 1947. I met her in 
Manilla, Philippine Islands, when I was stationed there on duty with the United 
States Army. She has been a lifelong friend of my wife and her family, and it 
was through them that I made the acquaintance of Miss Enriquez. 

I have heard, from sources which I consider to be quite reliable, that Maria 
Enriquez has always been an admirer and friend of the United States and its 
people. It has been said that during World War II Miss Enriquez made per- 
sonal sacrifices in order to carry food to the American prisoners in Santo Tomas 
University in Manila, often walking all the way across the city carrying food. 

In March 1948, Miss Enriquez came to the United States as a companion to 
my mother-in-law and lived in my household for approximately 1 year. She has 
been employed in Albuquerque, N. Mex., for almost 2 years now, and I do not 
believe that she will ever become a financial liability to the community, State, or 
Federal Government. 

I have considerable personal respect for this woman and know her to be trust- 
worthy, honest, conscientious, of exeellent character and in good health. I 
know that she believes in democratic principles, freedom, and the American way 
of life. She has no radical tendencies, religious or political. 

I consider her worthy of being allowed to reside permanently in the United 
States. 

VERNON W. PINKEY, 
Captain, CE, United States Army. 

The bill has been amended to conform with the policy of the com- 
mittee in granting permanent residence in the United States to an 
alien as of the date of the adjustment rather than as of the date of 
last entry into the United States. ; 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 211), as amended, should be enacted. 


O 
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, from the Committee on the Judiciary, submitted 
the following 


NIV. OF MICH. 


REPORT 


TR 
Ul 


[To accompany 8. 289] 


The Committee on the Judiciary, to which was referred the bill 
(S. 289) for the relief of Arno Edvin Kolm, having considered the same, 
reports favorably thereon with an amendment in the nature of 
substitute and recommends that the bill, as amended, do pass. 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 


That for the purposes of the immigration and naturalization laws, Arno Edvin 
Kolm shall be held and considered to have been lawfully admitted to the United 
States for permanent residence as of the date of the enactment of this Act, upon 
payment of the required visa fee and head tax. Upon the granting of permanent 
residence to such alien as provided for in this Act, the Secretary of State shall 
instruct the proper quota-control officer to deduct one number from the appro- 
priate quota for the first year that such quota is availabl 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of per- 
manent residence in the United States to Arno Edvin moun. The bill 
provides for an appropriate quota deduction and for the payment of 
the required visa fee and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 27-year-old native and citizen of 
Finland who last entered the United States on September 29, 1947, as 
acrewman. He was inducted into the United States Army on January 
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18, 1949, and finished active duty on January 21, 1950, when he was 
transferred to the Enlisted Reserve Corps for a period of 5 years. 

A letter dated February 23, 1951, to the chairman of the Senate 
Committee on the Judiciary from the Deputy Attorney General 
with reference to the case reads as follows: 


FEBRUARY 23, 1951. 
Hon. Pat McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 289) for the relief of Arno Edvin 
Kolm, an alien. 

The bill would direct the Attorney General to cancel deportation proceedings 
in the case of Arno Edvin Kolm and would provide that he shall not again be 
subject to deportation by reason of the same facts upon which such proceedings 
were based. It would also provide that he shall be considered as having been 
lawfully admitted to the United States for permanent residence as of the date 
of his last entry, upon payment of the required head tax and visa fee, and would 
direct the Secretary of State to instruct the quota-control officer to deduct one 
number from the nonpreference category of the appropriate immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the alien is a native and citizen of Finland, having been born on 
July 5, 1923 in Helsinki. He first entered the United States at the port of New 
York on September 29, 1947, when he was admitted as a member of the crew of 
the steamship Omega for the period of time his vessel remained in the United 
States, but not to exceed 29 days. He has remained in this country continuously 
since that time except for a short visit in Juarez, Mexico, while serving with the 
United States Army at Fort Bliss, Tex. Returning from this visit he last entered 
the United States at El Paso, Tex., on April 30, 1949, and was permitted by 
military police to enter on presentation of his Army pass. He has the immigration 
status of a deserting seaman and has never been legally admitted for permanent 
residence. A warrant for his arrest in deportation proceedings was issued on 
June 14, 1949. Subsequent to the hearing on such warrant an order for his 
deportation was issued on December 5, 1949, charging that at the time of his 
last entry he was an immigrant not in possession of an immigration visa, and 
that at the time of entry he did not present a passport, or other official document 
in the nature thereof, showing his origin and identity. 

The files further reflect that a few months after deserting his ship, the alien 
obtained employment with the Springfield Auto Body & Welding Co., Springfield, 
Mass., where he was employed until he was inducted into the United States 
Army, pursuant to the Selective Training and Service Act of 1948. Upon his 
induction on January 18, 1949, he was sent to Fort Bliss, Tex., where he remained 
until relieved from active duty on January 21, 1950, when he was transferred to 
the Enlisted Reserve Corps for a period of 5 years. A check of his Army record 
disclosed nothing of a derogatory nature. After his discharge he returned to his 
former employment. His employer stated that Mr. Kolm’s work is entirely 
satisfactory and that he was never in any trouble to his knowledge. 

The quota for Finland, to which the alien is chargeable, is oversubscribed and-_ 
an immigration visa is not readily obtainable. Whether under the circumstances 
in his case the general provisions of the immigration laws should be waived 
presents a question of legislative policy concerning which this Department prefers 
not to make any recommendation. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 


Senator Leverett Saltonstall, the author of the bill, has submitted 
the following information in connection with the case: 


ADDITIONAL INFORMATION Re ARNO Epvin Koum For SENATE JUDICIARY 
&ComMITTEE RELATIVE TO 8. 289 


1. While in service in the United States Army at El Paso, Tex., Mr. Kolm was 
in the Eighty-second Antiaireraft Artillery Battalion, Second Infantry Division. 
On each of the few trips that he made over to Mexico he had special Army per- 
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mission which was granted to the soldiers. The first time he went over to Juarez, 
Mexico, he was with his entire battalion in Army trucks in February 1949, 
They were there for 2 or 3 hours on a friendly visit sponsored by the United States 
Army. 

Kolm was not stopped at any time at the border coming from Juarez into El 
Paso. One day an immigration officer was checking on the various aliens in the 
United States Army to see if their papers were in order. Kolm was in this group 
of aliens. In answer to questions Kolm told the exact truth. He said he had 
been into Mexico a few times on Army passes and his statement is the only evi- 
dence of the immigration service that Kolm was actually in Mexico. Kolm also 
told this immigration officer the truth about his entry into the United States as 
a seaman in New York. He has at all times cooperated with the Government 
officials and has not attempted to obstruct them in any way. 

2. Kolm is now in A Battery, Nine Hundred and Nineteenth Field Artillery 
Battalion. At this time there is a special order which requires him to go to 
camp with his battalion from July 21 to August 4 at Pine Camp, N. Y. Kolm is 
still on the United States Army payroll and receives pay every 3 months from the 
United States Army as a member of the Organized Reserve Corps. He has 
belonged to the Organized Reserve Corps for 5 years following his release from 
active Army service. He has all of his Army equipment with him at his home, 
except his weapons, ready to go on active service as soon as he is called. 

3. Kolm now receives $60 per week for his work. He is not dependent on any 
other person. He is saving money and he hopes to be married in the near future. 

4. The only organization whose meetings he attends is the Swedish Lutheran 
Church on Roosevelt Avenue, Springfield, Mass. He does not belong to any 
social or political organization and is taking no part in any activity of any kind 
which would be injurious to the interests of the United States. He has never 
been arrested or in trouble of any kind except in connection with this immigration 
matter. 

I know the employer of Mr. Kolm as a personal friend. He has told me that 
Kolm is a fine workman, industrious, always on the job and a man whom his 
employer is anxious to retain. Kolm told me again today that he is considered 
an Esthonian citizen because his father was a citizen of Esthonia at the time of 
Kolm’s birth. Although the father has become a naturalized citizen of Finland, 
Kolm himself is considered an Esthonian and if he enters Finland he will be 
turned over to the Russians because of a treaty between Russia and Finland. 
Since he has fought against Russia and in fact was in a regiment which had a 
good record in that way, he would be subject to death or serious punishment at 
the hands of the Russians. 

The more I see of this young man the more convinced I am that he would be 
a good American citizen. He talks good English and he is anxious to have a 
home of his own in the United States. He is ready to fight with the United 
States Army and, of course, he may be called into action at any time. 

I believe that he has already earned the right to become an American citizen 
by serving a year in our Army and by remaining in the Reserves ready to go to 
Korea or elsewhere with our troops whenever he is called up. 

CHARLES R. CLASIN. 


The bill has been amended to conform with the policy of the com- 
mittee in granting permanent residence in the United States to an 
alien as of the date of the adjustment rather than as of the date of 
last entry into the United States. 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 289), as amended, should be enacted. 


O 
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The Committee on the Judiciary, to which was referred the bill 
(S. 501) for the relief of Willem Houwink, having considered the 
same, reports favorably thereon with an amendment in the nature of 
a substitute, and recommends that the bill, as amended, do pass. 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 
That for the purposes of the immigration and naturalization laws, Willem Houwink 
shall be held and considered to have been lawfully admitted to the United States 
for permanent residence as of the date of the enactment of this Act, upon payment 
of the required visa fee and head tax. Upon the granting of permanent residence 
to such alien as provided for in this Act, the Secretary of State shall instruct the 
proper quota-control officer to deduct one number from the appropriate quota 
for the first year that such quota is available. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of per- 
manent residence in the United States to Willem Houwink. The bill 
provides for an appropriate quota deduction and for the payment of 
the required visa fee and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 30-year-old native and citizen of 
the Netherlands who last entered the United States as a visitor on 
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September 11, 1949. Following a visit to West Virginia, he has been 


residing in Reno, Nev., and has been lecturing in economics at the 
University of Nevada without pay. 


A letter dated April 3, 1951, to the chairman of the Senate Com- 
mittee on the Judiciary from the Deputy Attorney General with 
reference to the bill reads as follows: 

Aprit 3, 1951. 
Hon, Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington,D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 501) for the relief of Willem Hou- 
wink, an alien, 

The bill would provide that Willem Houwink shall be considered to have 
been lawfully admitted into the United States for permanent residence as of 
the date of his last entry, upon payment of the required head tax and visa fee. 
It would also direct the Secretary of State to instruct the quota-control officer to 
deduct one number from the appropriate immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the alien is a native and citizen of the Netherlands, having been 
born in Meppel, Holland, on May 22, 1920. He entered the United States at 
the port of New York on September 11, 1949, when he was admitted under section 
3(2) of the Immigration Act of 1924 until March 1, 1950. The last extension 
of his temporary stay expired on November 30, 1950. Mr. Houwink came to 
this country at the invitation of Mr. James T. Smith of Reno, Nev., who met him 
in India, while Mr. Smith was a member of the United States Air Force and Mr. 
Houwink was connected with the Red Cross. The alien has been residing in 
Reno since coming to this country, except for a visit to relatives in West Virginia. 
He claims that upon his arrival he had a return ticket to Holland, but that he 
now desires to remain permanently in this country. Proceedings to enforce his 
departure, however, were ordered deferred pending consideration of S. 4052 
Eighty-first Congress, and this bill. 

The files further reflect that the alien’s parents are deceased and that his step- 
mother and a brother reside in the Netherlands. During 1941 and 1942 he was 
an instructor in the Rotterdam School of Economics. He stated that during 
those years he also worked with the Dutch underground against the Germans 
and was arrested by the Gestapo in October 1942. He was placed in various 
concentration camps, including Dachau, and was liberated by the American 
Seventh Army on April 29, 1945. After his return from India he completed his 
studies in economics and from the latter part of 1947 until he left for this country 
he was on the staff of the Netherlands Economic Institute in Rotterdam. He 
claims to have funds amounting to 100,000 guilders in Holland. In this country 
he is supported by friends, which include Dr. Bernhard of the University of 
Nevada, whom he assists in the teaching of economics and in writing a book. 

According to the alien, he made a trip to Yugoslavia in 1947 and two trips to 
Czechoslovakia in 1948. He stated that the trip to Yugoslavia was at the invita- 
tion of a friend whom he had met at the Dachau concentration camp. His first 
trip to Czechoslovakia, he claims, was for the purpose of delivering certain docu- 
ments from Switzerland to the underground movement in Czechoslovakia. The 
third time he went behind the iron curtain, he stated, was in November 1948, 
and was “‘in order to do some work, probably for the British Government as I got 
my training for this work in London.” Concerning his trip to Yugoslavia, he 
stated that he joined a group of Dutch students who were going to that country 
in order to work on a so-called Tito railroad project, but that he did so merely 
to be able to visit his friend who was living in Ljublana. He claims that he has 
never been a member of the Communist Party. 

The quota of the Netherlands, to which the alien is chargeable, is oversubscribed 
for several years, and a quota-immigration visa is not readily available. The 
record fails, however, to present considerations which would warrant granting 
him a preference over the many other aliens in the Netherlands and elsewhere 
who desire to come to this country for permanent residence, but who are unable 
to do so because of the oversubscription of the quotas to which they are chargeable. 

Accordingly, this Department is unable to recommend enactment of the 
measure. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 
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Senator Harley Kilgore, the author of the bill, has submitted the 
following information relating to the beneficiary of the bill: 


Data ABout WILLEM HouwINK 


Nationality: Dutch. 

Birth place: Meppel, Netherlands, May 22, 1920. 

1937: Completed high schoo! with the highest grades of that year; entered the 
Rotterdam School of Economics. 

1939: Passed candidate examination in economics of the Netherlands Economic 
University (Rotterdam School of Economics) as the first and the youngest of the 
students who had started their study at the same time. 

1940: Became treasurer of the senate of the Rotterdam Student Corps. 

1941: Became a honorary member of the senate of the Rotterdam Student 
Corps. 

1941-42: Was tutor in economics (repetitor). 

1942: Was instructor in economics at the Netherlands School for Individual 
Education. 

1941—42: Worked in the resistance against the Germans, his main work was to 
falsify passports and ‘‘Persoonsbewijzen”’; he was connected with the organization 
“Vrij Nederland” (Free Netherlands).! 

1942-45: Was arrested by the Gestapo as result of his illegal activities (be- 
traved by the late Mrs. Westerling, Rotterdam) in 1942, was brought to the prison 
of Rotterdam, then to the concentration camp Amersfoort, Netherlands; from 
there to the concentration camp s’Hertogenbosch, Netherlands, and finally to the 
concentration camp Dachau, Germany, where he was liberated by the Seventh 
American Army on April 29, 1945. 

1945: Was second in command of a camp for imprisoned Dutch Nazis (Bewa- 
ringskamp Hoek van Holland).? 

1946: Was representative of the Netherlands Red Cross with the rank of 
captain in the Royal Netherlands Army at Karachi, Pakistan.* 

1947: Completed studies at the Rotterdam School of Economics with a doc- 
torandus degree in economics (with honor).‘ 

1947: Spent his summer vacation in Yugoslavia, on an invitation of Milos 
Porekar, 3 Glinca Ulica, Ljubljana, with whom he was a long time in Dachau 
and who, during that time, became a very close friend. Here, Houwink saw, 
for the first time, the resulis of a communistic system that might be summarized 
as follows: 

(a) The people’s fear of the Government. 
(b) The people’s fear of each other. 

(c) Forced economic system. 

(d) Forced press system. 

1947-49: Was asked by his professors to be a member of the staff of the 
Netherlands Economic Institute (the research institute of the Rotterdam School 
of Economics) here he worked under the directorship of Prof. Dr. J. Tinbergen, 
internationally known economist; he made several investigations in the economic 
field, mainly with respect to the economics development of different countries, 
using in a few cases the research medium of econometrics. The result of several 
investigations have been published in Economie-Statistical Quarterly, edited by 
the Netherlands Economic Institute; he wrote the last chapter of the book The 
Indusitrious Netherlands with respect to the postwar economic development of 
the Netherlands. It might be expected that this book will soon be published 
in English.‘ 

1948: Visited Czechoslovakia during the summer vacation with Dr. F. G. C. 
Hendriksz. Hendriksz had met a Czeek, named Jiri Nehnevajsa, during a student 
convention in New Delhi in 1947, where Hendriksz represented the Dutch stu- 
dents, Nehnevajsa the Czeck students. 

Dr. Nebnevajsa played (and probably still plays) an important role in the 
Czeck resistance against the communistic government; as a result of his work, 
he was condemned in Czechoslovakia, but escaped to Switzerland. Nehnevajsa 





! Further information will doubtless be given by Mrs. Prof. Dr. N. J. Polak, 23 ’sGravendijkwal, Rotter- 
dam; Dr. F. J. Krop, Stadhouderslaan, Blijdorp, Rotterdam. 

? Further information: Drs. A. van Vollenhoven, Schiedamse singel, Rotterdam; W. J. P. van Dissel, 
van Dissel’s Linnenfabrieken, Eindhoven. 
= —— information: H. J. P. van Ketwich Verschuur, Nederlandse Rode Kruis, Prinsessegracht, 

en Haag. 

‘ Further information: Profs. Dr. J. Tinbergen, Dr. J. Wisselink, Dr. H. W. Lambers, Rotterdam School 
of Economics, Pieter de Hooghweg 122, Rotterdam. 
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had asked Hendriksz and Houwink to go to Czechoslovakia to doa few things for 
him with respect to the underground activities. Although it was not possible 
for Hendriksz and Houwink to obtain a visa for Czechoslovakia as they did not 
have an acceptable reason for the Czeck consulate to visit Czechoslovakia, and 
did not belong to the Communist Party, they succeeded in getting a visa (tourist 
visa) for Hungary, so that the Czeck consulate had to give a transit visa to them. 
Mainly due to the fact that the funeral of Minister Benesj would take place a 
few days after their arrival in Prague, it was possible to have the transit visa 
changed into a visitor’s visa, as it seemed acceptable to the Czeck officials that 
Hendriksz and Houwink were anxious to stay a little longer in Prague to watch 
the funeral. : 

Houwink went to Czechoslovakia in November for a second time to do some 
work for the resistance again (this time probably on invitation of the British 
Intelligence Service, as he got his instructions in London, from where he went to 
Prague) .§ 

1949: Was secretary of the Economic-Statistical Quarterly.‘ 

Spent his summer vacation making a trip to Spain. 

Went to the United States on an invitation of J. T. Smith, 206 Hillerest Drive, 
Reno, Nev., whom he had met in Karachi in 1946, when Smith was a member of 
the Air Force. 

Thanks to this invitation, Houwink obtained a nonimmigrant visa, issued by 
the American consulate at Rotterdam, Netherlands, on May 27, 1949 (issued 
under No, 2746, application No. V78259), valid for a period of 2 years; he was 
allowed to enter the United States for a period of 6 months; this period might be 
extended three times; it has been extended once on February 29, in Sacramento, 
by the immigration officer; if it will not be extended a second time, Houwink will 
have to leave the country before the Ist of September 1950. 

In the United States, Houwink has given several talks about his experience in 
the concentration camps, behind the iron curtain, etc., mostly to service clubs, 
such as Rotary, Lions, ete. 

1949-50: The department of economies of the University of Nevada asked 
Houwink to give lectures on economics. Although Houwink could not be officially 
paid (a visitor is not allowed to earn any money), Houwink gave a course in eco- 
nomics during the semester February 1950 to June 1950. He was asked to give 
several courses during the coming semester, starting September 1950. Although 
a State law of Nevada does not allow non-Americans to be hired to teach, the 
members of the department of economics, the dean of men of the university, and 
members of the board of regents of the University of Nevada, have taken the 
standpoint that Houwink, officially not being paid, is not hired, so using this 
argument to be able to use the services of a well-educated economist. As soon 
as it will be technically possible Houwink would get a professorship at the Uni- 
versity of Nevada immediately.® 

Speaks, reads and writes Dutch, English, French, and German, 

Further data about Willem Houwink: 

1. Single, not divorced, no children. 

2. Does not belong to any religious group. 

3. Is member of the political party Vrijheid en Democratie (Freedom and 
Democracy), a combination, formed in 1948, of the Liberal Party and the Free 
Democrats. 

4. Is a member of the Economic Group of the party Vrijheid en Democratie. 

5. Is member of the Royal Row and Yacht Club. 

6. Is member of the Society of Honorary Senators of the Rotterdam Student 
Corps. 

7. Is member of the Society of Honorary Editors of the Rotterdam Student 
Almanac. 

8. Supports the Foundation 1940-45 (foundation to help war victims) by 
sponsoring persons who lost father or husbands during the war.’ 

Parents: Father, Roelof Houwink, born June 8, 1880, at Meppel. Profession, 
wholesaler; member of the board of the saving bank, secretary of the Green 
Cross (medical organization); member of the board of regents of orphanage at 
Meppel, etc. Deceased, January 28, 1947. Mother, Heiltje Wilhelmina Smid 
born February 2, 1885, at Veendam. Deceased, December 1934. 


4Further information: Profs. Dr. J. Tinberger, Dr. J. Wisselink, Dr. H. W. Lambers, 
Rotterdam School of Economics, Pieter de Hooghweg 122, Rotterdam. 

5 Further information might be obtained from Miss Louise Schaffner, former secretary 
of the American Embassy at Prague, by mentioning the name of Jiri Nehnevaisa. 

* Further information: Dr. R. C. Bernhard, Dr. J. Webster, Dr. A. Plumley, Department 
of Economics, University of Nevada, Reno, Nev. 

7 Further information: H. BE. Mess, former president of the foundation 1940-45, Heem- 
raadssingel 91, Rotterdam. Stichting 1940-45, Mathendesserlaan, Rotterdam. 
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Closest relative; Jan Houwink, 23 Beatrixplantsoen, Meppel, brother. 

Last permanent address in the Netherlands: W. Houwink, ec. Drs. 88 Heem- 
raadssingel, Rotterdam. 

At present, house guest of Mr. J. Walsh Stull, 4400 Staunton Avenue, SE., 
Charleston, W. Va., whose wife is Houwink’s stepmother’s half sister. 


In addition, committee files contain the following letters in con- 
nection with the case: 
UNIVERSITY OF NEVADA, 
; Reno, Nev. September 10 1950. 
Senator Parrick A. McCarran, 
Senate Office Building, 
Washington, D. C. 


Dear Senator McCarran: I am writing about Dr. Willem Houwink, a 
citizen of the Netherlands who has been visiting this country during the past year. 
I have gotten to know Dr. Houwink personally. He has helped me in preparing 
a book for publication. He has lectured to my classes in economies, and he has 
often visited my home. So I could consider it a personal favor if you could do 
anything to enable him to remain in this country. 

Dr. Houwink has become well known in Reno and in the other towns around 
about because he has often lectured to business and professional clubs. The 
people have enjoyed his lectures and appreciated knowing him. Students too 
like him as an individual. Thus I am sure that your constituents would like to 
have Dr. Houwink as a resident among us. 

Whatever steps are possible to assist Dr. Houwink, I should certainly like to 
see them taken. 

Respectfully yours, 
t1cHARD C. BERNHARD. 


DEPARTMENT OF EcoNomics, BUSINESS, AND SocIoLosy, 
UNIVERSITY OF NEVADA, 
Reno, Nev., August 28, 1950. 
Hon. Patrick McCaRRAN, 
Senate Office Building, Washington, D. C. 


Dear SENATOR McCarran: Mr. William Houwink, I understand, has written 
to you for special consideration to stay on in this country beyond the usual time 
allowed by his visa. Since I have been associated rather closely with him during 
the 1949-50 academic year at the University of Nevada, I wish to pass on to you 
my very favorable impressions of this young man. 

He is a national of the Netherlands and actively opposed the German occupa- 
tion during the late war; so much so, in fact, that he landed in the now infamous 
prison camp of Dachau. After the war was over, he completed his graduate 
studies in economics, working under Tinbergen and continued professional work 
(as I remember) in the Institute of Research of Rotterdam. 

Politically, Mr. Houwink is diametrically opposed to communism as well as the 
corporate state in any of its leading manifestations. In very able lectures to our 
students and service clubs, he has succinctly stated the dangers of communism. 
In so doing, he has drawn liberally upon his own observations and experience to 
tell not only the philosophy of communistic leaders but how they operate as well. 
For instance, he has driven home the danger of well organized coteries of what 
appear to be numerically ineffectual groups. Indeed, he has given his listeners 
cause to ponder, many of whom felt all too smug in safety from such a danger. 

In addition to lectures on the broader aspects of current world affairs, Mr. 
Houwink has ably discussed economics from the analytical and statistical point 
of view. Aside from his professional accomplishments, Mr. Houwink is a nice 
individual personally. He is frank, honest and friendly. 

Therefore, in view of his personality, his training and, perhaps above all, his 
point of view, I feel that it would be desirable and valuable for us to have Mr. 
Houwink among us for a longer stay—if possible as a citizen. 

Very truly yours, 





ALDEN J. PLUMLEy, 
Assistant Professor of Economics, Business, and Sociology and 
Statistical Consultant, Nevada Employment Security Department. 
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The bill has been amended to conform with the policy of the com- 
mittee in granting permanent residence in the United States to an 
alien as of the date of the adjustment rather than as of the date of 
last entry into the United States. 

The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 501), as amended, should be enacted. 


Cc 
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.AMcGgrran, from the Committee on the Judiciary, submitted 
- the following 


REPORT 
[To accompany 8. 520] 


The Committee on the Judiciary, to which was referred the bill 
(S. 520) for the relief of Wilma M. Stiehl, having considered the same, 
reports favorably thereon with an amendment in the nature of 
substitute, and recommends that the bill, as amended, do pass. 


AMENDMENT 


Strike all after the enacting clause and insert in lieu therof the 
following: 


That, for the purposes of the immigration and naturalization laws, Wilma M 
Stiehl shall be held and considered to have been lawfully admitted to the United 
States for permanent residence as of the date of the enactment of this act, upon 
the payment of the required visa fee and head tax. Upon the granting of perma- 
nent residence to such alien as provided for in this act, the Secretary of State 
shall instruct the proper quota-control officer to deduct one number from the 
number of displaced persons who shall be granted the status of permanent residence 
pursuant to section 4 of the Displaced Persons Act, as amended (62 Stat. 1011; 
64 Stat. 219; 50 U.S. C. App. 1953). 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of perma- 
nent residence in the United States to Wilma M. Stiehl. The bill 
provides for an appropriate quota deduction and for the payment of 
the required visa fee and head tax. 
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STATEMENT OF FACTS 


The beneficiary of the bill is a 57-year-old native and citizen of 
Czechoslovakia who last entered the United States as a visitor on 
March 30, 1950. From 1922 until 1950 she was employed by the 
United States Lines agency in Prague. Although the beneficiary of 
the bill appears to be a displaced person, her entry into the United 
States subsequent to April 30, 1949, disqualifies her for administra- 
tive relief under the provisions of section 4 of the Displaced Persons 
Act, as amended. 


A letter dated March 5, 1951, to the chairman of the Senate Com- 
mittee on the Judiciary from the Deputy Attorney General, with 
reference to the case, reads as follows: 


Marcu 5, 1951. 
Hon. Pat McCarran, 


Chairman, Committee on the Judiciary, United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 520) for the relief of Wilma M. 
Stiehl, an alien. 

The bill would provide that Wilma M. Stiehi shall be considered to have been 
lawfully admitted to the United States for permanent residence as of the date of 
her last entry, upon payment of the required visa fee and head tax. It would also 
direct the Secretary of State to instruct the quota-control officer to deduct one 
number from the nonpreference category of the lige sce immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Miss Wilma M. Stiehl, also known as Vilma Maria Stiehlova, is a 
native and citizen of Czechoslovakia, having been born in Prague, which was 
formerly in Austria, but is now in Czechoslovakia, on October 26, 1893. She last 
entered the United States at the port of New York on March 30, 1950, and was 
admitted as a visitor for business on April 12 for a period of 3 months. Miss 
Stieh! had entered this country several times previously as a visitor in connection 
with her position in the United States Lines Co. Proceedings to enforce her 
departure were ordered held in abeyance pending consideration of 8. 3884, Eighty- 
first Congress, and this bill. 

The files further reflect that the alien studied for 3 years at Charles University 
in Prague and was thereafter employed as secretary and interpreter for the 
Hoover European Relief Administration and the American Red Cross in Prague. 
From 1922 until June 15, 1950, she was employed by the United States Lines 
agency in Prague, first as secretary and later as assistant manager and as manager 
of that office. It appears that when her services were terminated by the United 
States Lines she received a severance bonus in the form of monthly payments of 
$286, which will continue for a period of 1 year. She apparently has no other 
income or savings. At the present time she donates her time and services to the 
Czechoslovak Refugee Fund in New York City. 

Miss Stiehl stated that since the Communists assumed power in Czechoslovakia 
she had been suspected of pro-American activities and has beea constantly followed 
and spied upon. She claims she was interrogated relative to her associations with 
American citizens and American business interests. She further stated that she 
has been informed that during the Prague spy trials of June 1950 she was accused 
of being a contact for the United States consulate in Prague and of having passed 
information and documents to the consulate. As a result, she stated, she was 
convicted in absentia and sentenced to 14 years’ imprisonment. She therefore 
feels that she cannot return to Czechoslovakia while the Communists are in 

ower. 
4 The quota for Czechoslovakia, to which the alien is chargeable, is oversub- 
scribed and an immigration visa is not readily obtainable. In the absence of 
general or special legislation, she cannot be permitted to remain in this country 
indefinitely. 

Whether this bill should be enacted presents a question of legislative policy 
concerning which the Department of Justice prefers to make no recommendation. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 
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Senator Herbert Lehman, the sponsor of the bill, has submitted the 
following additional information in support of the bill: 


New York, N. Y., January 30, 1941. 


ANSWERS FOR THE SUBCOMMITTEE OF IMMIGRATION AND NATURALIZATION OF 
THE COMMITTEE ON THE JUDICIARY 


1. I entered the United States on December 29, 1949, in my capacity as manager 
of the United States Lines office, Prague, Czechoslovakia, for which organization 
I was working since 1919, first as secretary, later as assistant manager, and 
finally as manager and general representative for Czechoslovakia. 

Since February 1948, when the Communist regime took over in Czechoslovakia, 
I lived under a pressure and have been continuously watched. Between August 
8 and October 13, 1949, I had numerous hearings by the Communist secret police, 
one of them in my own apartment. This exhausted me entirely mentally as well 
as physically. In my capacity as the manager of the United States Lines the 
United States Embassy in Prague was able to help me to get a passport, and so | 
left Prague on November 29, 1949, on a business trip. It was advisable to discuss 
several matters with our accountant in London and with the head office in New 
York, which it would have been impossible to handle through the mail. 

When leaving Czechoslovakia, though having already then been advised not 
to return home, my decision was not definite, as I wanted to be loyal to the United 
States Lines for whom I was working for 29 years. While in the United States, 
in December 1949, I was warned not to return to Czechoslovakia, as it would 
mean imprisonment for me. I informed my employers accordingly and asked 
them to kindly transfer me to some other United States Lines office. The manage- 
ment of the United Sates Lines asked me to return as far as London, if necessary 
to Germany, in order to settle there important questions pertaining to the Prague 
office. This I did. In Frankfurt am Main I was again warned not to return to 
Prague, and so I returned to the United States on March 30, 1950, on a visitor’s 
visa issued to me in London on February 8, 1950. 

It has been proved thai all the warnings were right. An article in the New 
York Times on June 4, 1950, concerning the trials of 13 Czechoslovaks, states that 
one of the accused, Miss A. Kleinerova, who was given life imprisonment, admitted 
that she passed informations to diplomats in Czechoslovakia of foreign powers, 
and in this I was said to be an accomplice. 

Moreover, since my depariure from Prague, a cousin of mine, formerly secre- 
tary to Foreign Minister Jan Masaryk— Dr. Antonin Sum—has been arrested, 
tried, and sentenced to 21 years. He was summoned and brought before the 
court as a witness in the above-mentioned trials. 

As to my character and political background, I can furnish references to a 
number of prominent Americans, among them United States consuls and others 
with whom I came in contact during the many years I represented the United 
States Lines in Prague, Czechoslovakia. 

2. The last months I was siaying in the household of the music director of the 
Chicago Philharmony, Mr. Rafael Kubelik, who is a relative of mine. Aside 
of that, I worked for the American Fund for Czechoslovakian Refugees and for 
some of the prominent Czechoslovakian politicians now in exile. 

3. I am earning my living in the household of my relatives, the couple Rafael 
Kubelik, and aside of it the United States Lines are paying me my salary until 
June 1951, by which time I sincerely hope that I shall be allowed to work and earn 
my living. 

4. I never have been engaged in any political or other activities injurious to 
the American public interesis. On the contrary, during my many years with 
the American organizations— Hoover Mission to Czechoslovakia, American Red 
Cross, American Junior Red Cross, and United States Lines—I was always work- 
ing for American interests. Underneath please find names of some persons 
who are willing to give references as far as my political background is concerned: 


United States Consul Carroll C. Parry, now Oslo, Norway 

United States Consul Franklin H. Murrell, Zurich, Switzerland 

James C. a United States Special Disbursing Officer, La Paz, Bolivia 
Frank G. Siscoe, secretary, United States Embassy, formerly Prague 
John E. Guiney, Jr., secretary, United States Embassy, now Mexico 
Martin C. Bowe, United States permit officer, Prague 

Peter H. Wenzel, manager, Pan American Airways, Frankfurt am Main 
William J. Friedrich, Washington, D. C. 
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Arthur W. Vanek, 3707 West Twenty-sixth Street, Chicago, Il. 

Vojta Benes, brother late Czechoslovakia President, Dr. E. Benes 

Dr. Petr Zenkl, president, Czechoslovakia National Committee, Washington, 
D. C. 


Mrs. Ruzena Pelantova, former deputy mayor of city of Prague, now in exile in 
New York, and many others 
Mrs. Rose H. Klima, New York, in 1919 in Czechoslovakia with the American 
Junior Red Cross 
5. I have never been convicted of an offense under any Federal or State law. 
Wiima M. Srieu., 
Care of Domansky, 145 West Fifty-fifth Street, New York 19, N. Y. 
The bill has been amended to conform with the policy of the com- 
mittee in granting permanent residence in the United States to an 
alien as of the date of the adjustment rather than as of the date of 
last entry into the United States. 
The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 520), as amended, should be enacted. 


O 
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The Committee on the Judiciary, to which was referred the bill 
(S. 526) for the relief of Dr. Lorna Wan-Hsi F eng, having considered 
the same, reports favorably thereon with an amendment in the nature 
of a substitute and recommends that the bill, as amended, do pass. 


AMENDMENT 


That for the purposes of the immigration and naturalization laws, Doctor 
Lorna Wan-Hsi Feng shall be held and considered to have been lawfully admitted 
to the United States for permanent residence as of the date of the enactment of 
this Act, upon payment of the required visa fee and head tax. Upon the granting 
of permanent residence to such alien as provided for in this Act, the Secretary of 
State shall instruct the proper quota-control officer to deduct one number from 
the appropriate quota for the first year that such quota is available. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of per- 
manent residence in the United States to Dr. Lorna Wan-Hsi Feng. 
The bill provides for an appropriate quota deduction and for the 
payment of the required visa fee and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 42-year-old native and citizen of 
China who was last admitted to the United States on May 14, 1949. 
She was educated in the United States, having received her Bachelor of 
Science degree and a degree in physic al chemistry in 1930 from the 
University of Hawaii. In 1935 she received her doctor’s degree from 
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the University of Michigan and took her internship in Detroit. She is 
presently an advanced specialist in pathology, obstetrics, and gynecol- 
ogy at the Grace Hospital, Detroit, Mich., where her services are 
stated to be outstanding and necessary. 

A letter dated July 18, 1950, to the chairman of the Senate Com- 
mittee on the Judiciary from the Deputy Attorney General with 
reference to S. 3158, which was a bill introduced in the Eighty-first 
Congress for the relief of the same alien, reads as follows: 


Juty 18, 1950. 
Hon. Pat McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice with respect to the bill (S. 3158) for the relief of Dr. Lorna 
Wan-Hsi Feng. 

The proposed legislation would direct that, in the administration of the immi- 
gration laws, Dr. Lorna Wan-Hsi Feng of Detroit, Mich., shall be considered to 
have been lawfully admitted to the United States for permanent residence as of 
May 14, 1949, the date of her last entry, upon the payment of the required head 
tax and visa fee. It also would authorize and direct the Secretary of State to 
instruct the quota-control officer to deduct one number from the nonpreference 
category of the Chinese immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Dr. Feng, who is unmarried, was born in Hankow, Hupeh, China, 
on October 5, 1908. She is a citizen of China, of the Chinese race, and is a doctor 
by occupation. She first arrived at the port of Honolulu, T. H., on November 
7, 1927, and was admitted as a student, receiving a Bachelor of Science degree 
and a degree in physical chemistry by 1930 from the University of Hawaii. She 
attended the University of Michigan from 1930 until 1935, received her doctor’s 
degree, and then took her internship in Detroit. From October 1936, until 
June 1939, she served in the First Red Cross Hospital and in the First Emergency 
Hospital in Shanghai, China. Seattle, Wash., was her second port of arrival 
where she was temporarily admitted on June 28, 1939, as a student. On January 
6, 1945, Dr. Feng executed an application for preexamination, at which time she 
stated that she intended to proceed to Windsor, Ontario, and there apply for an 
immigration visa. Her petition for preexamination was approved by the Immi- 
gration and Naturalization Service on January 27, 1945, but she did not proceed 
to Canada due to the fact that a Chinese quota number was not available to her 
at the time. She left the United States on July 10, 1946, in order to perform 
duty in China under the auspices of the Chinese National Relief and Rehabilita- 
tion Administration, Washington, D.C. She last arrived at the port of San Fran- 
cisco on May 14, 1949, being admitted as a temporary visitor for a period expiring 
October 13, 1949. She was subsequently granted an extension of stay, which 
expired April 12, 1950, in order that she might continue under a fellowship granted 
by Grace Hospital, Detroit, Mich. At the present time she is taking advanced 
training at Grace Hospital, where she is receiving maintenance plus an allowance 
of $250 a month. Dr. Feng has a sister residing in Honolulu and two brothers 
and two sisters in China. She has no dependents in the United States. A char- 
acter investigation conducted by the Immigration and Naturalization Service 
indicates that she is highly regarded by members of her profession. 

The Chinese racial quota, to which the alien is chargeable, is oversubscribed 
and a quota immigration visa is not readily obtainable. Her case is similar to 
those of many other aliens who want to enter this country for permanent residence 
but who are unable to do so due to the oversubscribed condition of the quotas 
to which they are chargeable. Dr. Feng last entered the United States as a 
temporary visitor and has continued to remain here after the expiration date of 
her temporary visa in the hope that she might be able to adjust her status without 
having to return to China to await her turn for a quota number. The record 
fails to present considerations sufficient to justify the enactment of special legisla- 
tion in her behalf. 

Accordingly, the Department of Justice is unable to recommend enactment of 
this bill. 

Yours sincerely, 


Peyton Forp, 
Deputy Attorney General. 
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Senator Homer Ferguson, the author of the bill, has submitted the 
following information in connection with the case: 


WasHINGTON, D. C., April 26, 1951. 
Re §. 526. For the relief of Dr. Lorna Wan Hsi Feng 
Hon. Homer FErRGusoN, 
United States Senate, Washington 25, D. C. 


Dear SeNatoR Ferauson: I take pleasure in handing you, in duplicate, 
folders containing documentary material in support of the private bill which you 
were good enough to introduce on behalf of my client, Dr. Lorna Wan Hsi Feng. 
You will note that this is divided into five parts: (1) Dr. Feng’s own letter to 
you and her autobiographical statement with respect to her sojourn and studies 
in the United States. (2) Letters from physicians testifving to the shortage of 
trained doctors in this country, specifically in Detroit and in the Grace Hospital 
in that city; to Dr. Feng’s qualifications to help alleviate this shortage; and to 
her pro-democratic and anti-communistic views. (3) Letters from officials of 
Wayne University at Detroit. (4) Letters from other individuals personally 
acquainted with Dr. Feng and testifying not only to her professional skill but in 
particular to her devotion to democratic principles, and calling attention to the 
persecution which would unquestionably await her if it were necessary for her to 
return to China. (5) Statistical material and press reports bearing on the cur- 
rent shortage of doctors (not in duplicate folder). In addition, I understand that 
some letters in support of this bill have been'sent directly to you, notably a 
letter from Governor Williams of the State of Michigan. It will be deeply 
appreciated if you will submit to the Immigration Subcommittee of the Senate 
Judiciary Committee the material which I am furnishing herewith, as well as the 
letter from Governor Williams and such other evidentiary material as you may 
have. 

In brief, I feel that the record now demonstrates overwhelmingly the need for 
Dr. Feng’s services in this country, particularly in the Detroit area, and even 
more specifically at the Grace Hospital. To save the time - ee perusing 
this record, I have taken the liberty of marking in red per some of the more 
pertinent passages in the letters and other material. Permit . to call attention 
to one or two salient points. 

It is to be noted that at the time of Dr. Feng’s last entry into the United States, 
she intended to depart upon the expiration of her temporary visa (see Dr. Feng’s 
statement in her letter of March 29, 1951, in sec. 1 of enclosed dossier; and letter 
of Dr. Robert T. Burns, dated February 27, 1951, in see. 2). The occupation by 
the communists of the entire Chinese mainland took place subsequently, and it 
then became apparent that she would be persecuted for her known democratic 
viewpoint if she were to return, and that she would not be permitted freely to 
exercise her profession in China. It will be noted further that Dr. Feng missed by 
only 2 weeks the dead line of April 30, 1949. Had she arrived by that time instead 
of on May 14, 1949, she would have been eligible for adjustment of status under 
section 4 of the Displaced Persons Act as amended. She has never been arrested 
or convicted of any offense under Federal or State law. 

The letters from doctors include those from the high officials and key personnel 
of the Grace Hospital. The same is true of the officials of Wayne University who 
have written letters. These are the people who are actually coping with the 
doctor shortage and they evidently see in the possibility of retaining Dr. Feng’s 
services in this country one concrete step in the direction of alleviating that 
shortage. This judgment, which they so unanimously express, is moreover based 
on long and intimate professional association with Dr. Feng. I would also call 
your attention to the fact that the Wavne University medical school is among 
those institutions which are making a special study of the means of obtaining 
additional doctors for Michigan, at the request of Governor Williams as stated to 
you in his letter of April 18, 1951 (a copy of which he was good enough to send me). 

The material in section 5 at the end of the enclosed folders consists of a statistical 
survey prepared by Dr. Feng at my suggestion and selections, from a series of 
newspaper articles emphasizing the current doctor shortage. Dr. Feng’s statisti- 
cal survey shows the number of persons for each physician in each State of the 
United States. It will be noted that only three States and the District of 
Columbia are able to meet the objective stated by the Federal Security Agency of 
1 physician for every 585 persons. These three States are Colorado, Massa- 
chusetts, and New York. Michigan falls far short in that it is estimated to have 
only 1 physician to every 915 persons. 
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If I can be of further service, I hope you will call on me at any and all times. I 
believe that the merit of the bill as being not only equitable but to the advantage 
of the United States is fully demonstrated. I earnestly trust that Congress will 
share this view. 

Yours very sincerely, 
JoHN Warp CUTLER, 
Attorney at Law. 

The letters and other information mentioned in the above-quoted 
letter are contained in committee files. 

The bill has been amended to conform with the policy of the com- 
mittee in granting permanent residence in the United States to an 
alien as of the date of the adjustment rather than as of the date of last 
entry into the United States. 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 526), as amended, should be enacted. 


O 
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The Committee on the Judiciary, to which was referred the bill 
(S. 543) for the relief of Elizabeth Jean Clarke, having considered 
the same, reports favorably thereon with an amendment and recom- 
mends that the bill, as amended, do pass 


AMENDMENT 


On lines 3 and 4 strike the following: ‘‘the immi eration and nat 
ization laws” and insert in lieu thereof the following: ‘‘Sections 
and 9 of the Immigration Act of 1924, as amended.’ 


PURPOSE OF THE 


The purpose of the bill, as amended, is to provide for the admission 
into the United States of a minor alien child who has been adopted 
by Brig. Gen. and Mrs. Bruce C. Clarke, citizens of the United States 
The child would be considered to be a nonquota immigrant which is 
the status normally enjoyed by alien minor, children of United States 
citizens. 

STATEMENT OF FACTS 


The pertinent facts in the case are contained in the following letter 
dated March 29, 1951, to the chairman of the Senate Committee on 
the Judiciary from the Deputy Attorney Genera! 
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Marcu 29, 1951. 
Hon. Pat McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice concerning he bill (8. 543) for the relief of Elizabeth 
Jean Clarke, an alien. 

The bill would provide that, for the purposes of the immigration and natural- 
ization laws, Elizabeth Jean Clarke shall be considered to be the natural-born 
alien child of Brig. Gen. and Mrs. Bruce C. Clarke, citizens of the United States. 

The files of the Immigration and Naturalization Service of this Department 
reflect that the alien is a native and citizen of Germany, having been born in 
Munich, Germany, on March 28, 1939. She is the minor child of Miss Luise 
Milberg, who is also residing in Germany. Elizabeth Jean Clarke was adopted by 
Brig. Gen. and Mrs. Bruce Clarke, who are presently living in Munich, Germany. 

Since the quota for Germany, to which the child is chargeable, is oversubscribed, 
a quota immigration visa for her is not readily obtainable. 

Whether, under the circumstances in this case, the general provisions of the 
immigration laws should be waived presents a question of legislative policy con- 
cerning which this Department prefers not to make any recommendation. If the 
measure should receive favorable consideration, however, it is suggested that it 
be amended by deleting from lines 3 and 4 the phrase “for the purposes of the 
immigration and naturalization laws” and inserting therein “for the purposes of 
sections 4 (a) and 9 of the Immigration Act of 1924, as amended”’, 

Yours sincerely, 


Pryton Forp, 
Deputy Attorney General. 
The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 543), as amended, should be enacted. 


O 
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McC ARRAN, from the Committee on the Judiciary, submitted 
fo the following 


a 


- REPORT 


{To accompany 8. 930} 


The Committee on the Judiciary, to which was referred the bill 
(S. 930) for the relief of Ivan Herben, his wife, son, and daughter-in- 
law, having considered the same, reports favorably thereon with an 
amendment in the nature of a substitute and recommends that the 
bill, as amended, do pass. 


AMENDMENT 


That for the purposes of the immigration and naturalization laws, Ivan Herben 
his wife, Milena, his son, Milan, and his daughter-in-law, Marta, shall be held 
and considered to have been lawfully admitted to the United States for permanent 
residence as of the date of the enactment of this act, upon the payment of the 
required visa fees and head taxes. Upon the granting of permanent residence to 
such aliens as provided for in this Act, the Secretary of State shall instruct the 
proper quota control officer to deduct four numbers from the number of displaced 
persons who shall be granted the status of permanent residence pursuant to sec- 
tion 4 of the Displaced Persons Act, as amended (62 Stat. 1011; 64 Stat. 219: 50 
U. 8. C. App. 1953). 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of per- 
manent residence in the United States to Ivan Herben, his wife, 
Milena, his son, Milan, and his daughter-in-law, Marta. Provision 
is made for appropriate quota deductions and for the payment of the 
required visa fees and head taxes. 


STATEMENT OF FACTS 


The beneficiaries of the bill are natives and citizen of Czechoslovakia 
and they last entered the United States as visitors on May 20, 1949. 
The elder Mr. Herben was the former editor of an anti-Communist 
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newspaper in Czechoslovakia and since his arrival in the United States 
has been employed as the editor-in-chief of a daily Czech language 
newspaper in New York City and is now the editor for Radio Free 
Europe. His son and his wife are residing in Takoma, Wash., where 
they are attending school at the College of Puget Sound. 

A letter dated October 27, 1950, to the chairman of the Senate 
Committee on the Judiciary from the Deputy Attorney General with 
reference to S. 3797, which was a bill introduced in the Eighty-first 
Congress for the relief of the same aliens, reads as follows: 


DEPARTMENT OF JUSTICE, 
OrvicE OF THE Deputy ATTORNEY GENERAL, 
Washington, October 27, 1950. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 3797) for the relief of Ivan Herben, 
his wife, son, and daughter-in-law, aliens. 

The bill would provide that Ivan Herben, Milena Herben, Milan Herben, and 
Marta Herben shall be considered to have been lawfully admitted into the United 
States for permanent residence as of May 20, 1949, the date of their last entries 
into this country, upon payment of the required head taxes and visa fees. The 
bill would also direct the Secretary of State to instruct the quota-control officer 
to deduct four numbers from the nonpreference category of the first available 
immigration quota for nationals of Czechoslovakia. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Ivan and Milena Herben are husband and wife and were born on 
February 26 and September 10, 1900, respectively, in Prague, Czechoslovakia. 
They last entered the United States at the port of New York on May 20, 1949, 
when they were admitted as temporary visitors under section 3 (2) of the Immi- 
gration Act of 1924. Shortly after entering this country, their applications for 
adjustment of their status pursuant to the provisions of section 4 of the Displaced 
Persons. Act of 1948 were returned to them as they had not entered the United 
States prior to April 1, 1948. Their applications for extension of temporary stay 
were also denied and on April 5, 1950, warrants of arrest in deportation proceed- 
ings were issued against the aliens on the ground that after admission as visitors, 
they had remained in the United States for a longer time than permitted under 
the Immigration Act of 1924 or regulations made thereunder. 

According to statements of Mr. Herben he was editor in chief of the Svobodne 
newspaper in Prague from June 1945 to March 1948. He siated that the news- 
paper was the main anti-Communist newspaper in Czechoslovakia and as a 
result of his position, he is a political refugee from the Communisi-controlled 
government of Czechoslovakia. He further stated that he came to the Uniied 
States ai the invitation of the Council for Free Czechoslovakia, Washington, 
D. C., to help with their information activities. It appears that since arrival he 
has been employed as the editor in chief of the New Yorske Listy, a daily Czech 
language newspaper published in New York City, but is now employed as editor 
for Radio Free Europe which is sponsored by the National Commiivtee for Free 
Europe. The record also indicates that the alien’s wife Milena is employed 
caring for a child ai a salary of $30 a week. 

The files further reveal thai the son, Milan, and his wife, Marta, were born 
on June 16, 1925, and Ociober 1, 1931, respectively, in Prague, Czechoslovakia, 
and were also admitted vo the United Siates at the port of New York on May 
20, 1949, as temporary visivors. They have been residing in Tacoma, Wash. 
since August 1949, where they are aviending school at the College of Puget 
Sound. The son’s application for extension of temporary stay was denied on 
January 30, 1950. On June 13, 1950, warrants of arrest in deportavion pro- 
ceedings were issued agains all the aliens on the ground that afier admission as 
visitors, they had remained in the Uniied Siates for a longer time than permi.ied. 

The aliens are chargeable to the Czechoslovakian quoia which is oversub- 
scribed and immigration visas are noi readily obiainable. The record presents 
no facts, however, which would warrant graniing them a preference over the 
aliens abroad who are awaiting the issuance of immigration visas. To enact 
this bill would encourage other aliens in whose cases immigraiion visas are not 
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readily obtainable, to attempt to circumvent the immigration laws by effecting 
entry into this country as nonimmigrants and thereafter aitempiing to adjust 
their status through the medium of special legislation. 

Accordingly, this Department is unable to recommend enactment of the 
measure. 

Yours sincerely, 
PeYTON Forp, 
Deputy Attorney General. 


Senator William F. Knowland, the author of the bill, has sub- 
mitted the following information with reference to the beneficiaries 
of the bill: 

NEw York 23, N. Y., June 9, 1950. 
Hon. Wriuiam F. KNowLanp, 
United States Senate, Washington, D. C. 

Dear SENATOR KNOWLAND: On recommendation of Mr. Petr Zenkl, chairman 
of the Council of Free Czechoslovakia, I take the liberty to request you to intro- 
duce a private bill for me, my wife Milena Herben, my son Milan Herben, and his 
wife, Marta Herben. 

All the necessary data concerning me you will find in the enclosed curriculum 
vitae. 

Here are some further details: 

I came to the United States May 20, 1949, on Steamship Washington which 
landed in New York. A visitor’s visa was granted to me by Robert Grinnell, 
United States consul in Paris, April 12, 1949. 

I registered under Alien Registration Act, 1940, under the number V—124775 
and was permitted to stay till August 7, 1949. 

My Immigration and Naturalization Office number is 0300—309049. 

I am now working as editor in chief with the Czech daily in New York, New 
Yorské Listy, published for Americans of Czechoslovak origin. Its political line 
is strongly anti-communistic. I earn $70 weekly. 

I am not, and to my best knowledge never have been engaged in any activities, 
political or other, injurious to the American public interest. 

I was never prosecuted or convicted of an offense against the law. 

The important dates: Born, February 26, 1900; escaped Czechoslovakia, 
March 4, 1948; left Germany, May 27, 1948; arrived in United States, May 20, 
1949, 

Ivan HERBEN, 


CURRICULUM VITAE 


I was born February 26, 1900, a son of Dr. Jan Herben and Bronislava, born 
Foustkové. My father was a known Czech journalist and writer, one of the most 
intimate and nearest associates of President T. G. Masaryk. My mother was a 
translator and writer. 

I attended a real-gvmnasium in Prague and after the First World War, I 
attended for 2 years the Czechoslovak Military Academy in Hranice, and for 1 
year the Artillery and Cavalry Training School in Olomouc. As an artillery 
officer I served with the antiaircraft artillery in Prague. 

In 1924 I retired from the military service and accepted a position of an editor 
of the Prague daily Tribuna, where I worked till 1927 as a Parliament reporter. 
From 1927 to 1928 I was an editor of Ndrodni Pradce, an organ of the National 
Labor Party, a political party founded by Dr. Jaroslav Strdnsk¥. From 1928 I 
was a secretary-editor and a Parliament reporter of the Lidové Noviny in Prague. 
From 1930 to 1935 Parliament reporter of Ceské Slovo in Prague and the chief 
editor of the Sunday edition of Ceské Slovo, published at that time as an inde- 
pendent weekly. In 1935 I was appointed chief editor of the Lidové Noviny in 
Brno, where I was until September 1, 1939, when the war broke out, and I had to 
escape to Prague before the Gestapo. In Prague I was employed officially in the 
office of the editor of Lidové Noviny, but in reality I was an editor of the greatest 
underground journal—weekly at that time, V boj, which I edited until the time 
of my arrest, December 1939. 

I was imprisoned in Prague, in Dresden and after the peoples court in Berlin 
passed a liberating sentence on me, I was sent to the concentration camp in 
Sachsenhausen-Oranienburg, where I was till the end of war, May 4, 1948. 

From September 1, 1945 till February 25, 1948, I was the chief editor of the 
central organ of the National Socialist Party, Svobodné Slovo. And at the same 
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a I was an elected member of the board of directors of the National Socialist 
‘arty. 

Two days before the Communist coup culminated, the police seemed to be 
paying a special attention to me, so I stayed in hiding from February 23 to March 
4, when I escaped to the American zone in Germany. I spent three months in 
Germany and eleven months in Paris, and arrived May 20, 1949 to the United 
States. Obviously, on February 25, 1948 I was expelled from the Federation of 
the Czechoslovak Journalists, the Syndicate of the Czechoslovak Writers, the 
Association of Liberated Political Prisoners, as one of the most belligerent anti- 
Communist journalists in Prague. All the decorations conferred on me by the 
President of the Republic were suspended. 

I am married. My wife, Milena, born Prochaézkovd4, is a daughter of a former 
high commissioner of health of the city of Prague and former Czechoslovak Secre- 
tary of Health, Dr. L. P. Prochdézka. My son, Milan, 24, attended a law schol 
in Prague, and was employed in Paris at the office of the director of the Marshal 
plan at the American Embassy. Both are with me in the United States. I am 
chief editor of the Czechoslovak daily in New York, New Yorské Listy, and I 
am fighting most vehemently the Americans of Czechoslovak origin, who sym- 
pathize with communism. 

Ivan HERBEN. 


New York 23, N. Y., June 9, 1950. 
Hon. WiituraAM F. KNowLanp, 
United States Senate, Washington, D. C. 


Dear SENATOR KNow.anp: Please introduce a private bill for me together 
with my husband, Ivan Herben. 

I arrived to United States on steamship Washington May 20, 1949 to New 
York. Visitors visa was granted to me by Robert Grinnell, United States consul 
in Paris, April 12, 1949. 

I registered under Alien Registration Act, 1940, under the number V-124781 
and was permitted to stay till August 7, 1949. 

My Immigration and Naturalization’s Office number is 0300-309050. 

I am not, and to my best knowledge never have been engaged in any activities, 
political or other, injurious to the American public interest. 

1 was never prosecuted or convicted of an offense against the law. 

The important dates: Born, September 10, 1900; escaped Czechoslevakia, 
= 4, 1948; left Germany, May 27, 1948; arrived in United States, May 20, 
1949, 

MILeNnA HERBEN. 


Tacoma 9, Wasu., June 7, 1950. 
Hon. Wititaam F, KNow.anp, 
United States Senate, Washington, D. C. 


Dear Senator KNow.anp: To my recent request for introducing a private 
bill for my relief, I am submitting the following information: 

I was born in Prague, Czechoslavekis, June 16, 1925. I was studying the 
real-gymnasium in Prague and Brno, and lately in the law school of the Charles 
University in Prague. 

After the Communists took power over Czechoslavakia, I was expelled from 
the university among the first 15 anti-Communists, being engaged in the politics 
of the National Socialist (President Benes’) Party. The other reason was the 
political activity of my father, Ivan Herben, who was by that time editor in chief 
of this party daily paper. 

Thus endangered, I fled with my parents into the United States zone of Ger- 
many. From there I came to Paris, where I worked for the Economic Cooperation 
Administration. I am enclosing the letter of recommendation from my ECA 
chief for vour information. 

In Paris I married Miss Marta Prochazkova, daughter of former Czechoslovak 
minister Dr. Adolph Prochazka, who escaped from Czechoslovakia shortly 
before. 

While still in Paris, I have been granted a full tuition scholarship at the College 
of Puget Sound in Tacoma, Wash. Since the securing of the student’s visa 
proved to be very slow and did not apply to my wife, we secured a visitors’ visas 
for our trip to the United States. 
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I came with my parents and with my wife on steamship Washington to New 
York, May 20, 1949, on the visa section 3 (2), No. 3649/6712, issued by United 
States Consul Robert Grinnell in Paris, April 12, 1949. 

I registered under the Alien Registration Act, 1940, under the number V—124780 
and was allowed to stay till August 7, 1949. 

I applied at the Immigration and Naturalization Service in Tacoma for a change 
of my status to “student,” as well as for extension. This was not granted to me. 
In the meantime, my French travel document expired and the French authorities 
refused to renew it. 

I am presently studying at the College of Puget Sound in Tacoma, Wash. 

Being advised by the immigration office in Tacoma that it would be unlawful 
for me to accept an employment. I am dependent on the income, granted to me 
by my father. I have a full-tuition scholarship. Due to a courtesy of a local 
family, my wife and I have an apartment rent-free. 

I am not, and to my best knowledge never have been engaged in any activities, 
political or other, injurious to the American public interest. 

I was never prosecuted or convicted of an offense against the law. 

The important dates: Born, June 16, 1925; escaped Czechoslovakia, March 4, 
1948; left Germany, May 27, 1948. Arrived in United States, May 20, 1949. 


Mritan HERBFN, 


Unitep Strares oF AMERICA, 
Economic CooPpERATION ADMINISTRATION, 
OFFICE OF THE SPECIAL REPRESENTATIVE IN EUROPE, 
May 6, 1949. 

Mr. Mitan HERBEN: Your work since last August when we were rebuilding 
Talleyrand Hotel for the office building of ECA working with an inadequate staff, 
wherein it was necessary for you to be alternately chief, clerk, trouble shooter, 
draftsman, engineer, designer architect, in fact practically every position in operat- 
ing an office building and the reconstruction of a five-story building containing 
more than 150 offices, has been an honor to you which cannot be fully signified by 
this letter. The fact you accomplished each and every assigned task with capable 
efficiency, many times under adverse conditions and directing the work of French 
personnel with the language barriers of French with the workers and English with 
us and your integrity, loyalty, and devotion to duty proves you can overcome any 
obstacle in your future life. 

I speak for myself and I am sure it represents the sentiments and feelings of all 
the administrative service departments in that we are very sorry to see you leave 
our organization, especially that you were scheduled for a higher position with us 
at a 50-percent increase in salary but we wish you all the success you deserve in 
your future endeavors in the United States and we bid you and your charming 
wife God speed. 

GEorGE M. Srtipp, 
Chief, Building Services Unit. 


Tacoma 9, Wasu., June 7, 1950. 
Hon. Wiii1am F. KNow.anp, 
United States Senate, Washington, D. C. 


Dear Senator KNowranpb: To my and my husband’s recent application for 
introducing a private bill for our relief, I am submitting the following information: 

I was born in Prague, Czechoslovakia, October 1, 1931. I was studying at 
the real gymnasium in Prague. 

After the Communists took control over Czechoslovakia, I had to flee the 
country. The reason was the political activity of my father, Prof. Dr. Adolph 
Prochazka who was minister of public health in the Czechoslovak Government 
before the coup d’état, and my mother, Dr. Helena Kozeluhova-Prochazkova, an 
anti-Communist journalist. 

I tried to escape with them February 29, 1948. While they succeeded, I was 
caught by the Czech Communist police and put into the prison. After being 
released March 21, I made several attempts to cross the border and finally 
succeeded September 8, 1948, and came to the English sector of Vienna. 

From Vienna I went to London, October 9, 1948. From London I went to 
Paris, October 21, 1948. In Paris I married my husband, Mr. Milan Herben. 

I came to the United States with my husband and his parents aboard steamship 
Washington, May 20, 1949, and arrived into the port of New York. My visa, 
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section 3 (2), No. 3651/6713 was issued in Paris, April 12, 1949, by the United 
States Consul Robert Grinnell. 

I registered under the Alien Registration Act 1940 under the number V—124783 
and was allowed to stay until August 7, 1949. 

I applied together with my husband for the extension of my visa, but it was 
not granted to us. In the meantime, my English travel document expired. 

Presently, I am living with my husband in Tacoma, Wash., where he is studyin 
at the College of Puget Sound. I am financially dependent on my husband an 
his parents. 

I am not, and to my best knowledge never have been engaged in any kind of 
activities, injurious to the United States. I was never tried or convicted of an 
offense under law. 


IVAN HERBEN, HIS WIFE, SON, AND DAUGHTER-IN-LAW 


Marta HERBEN. 


Although the beneficiaries of the bill are displaced from their native 
Czechoslovakia they are unable to qualify for an adjustment of their 
status under section 4 of the Displaced Persons Act, as amended, 
inasmuch as their arrival in the United States was subsequent to 
April 30, 1949. 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 930), as amended, should be enacted. 


o 
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from the Committee on the Judiciary, submitted 
the following 


REPORT 


{To accompany H. R. 400] 


a Se on the Judiciary, to which was referred the bill 


AA 4900) to provide for the e xpeditious n aturalization of former 
Titizens of the United States who have lost United States citizenship 
through voting in a political election or in a plebiscite held in Italy, 
having considered the same, reports favorably thereon with an amend- 
ment and recommend that the bill, as amended, do pass. 


AMENDMENT 


On line 11, page 2, change the period to a semicolon and insert the 
following: 


Provided, That no such person shall be eligible to 

section 335 of the Nationality Act of 1940, as amended, un h 

an oath before any naturalization court specified in subsection (a 

of the Nationality Act of 1940, as amended, or before any diplomatic 
officer of the United States abroad, that he has done nothing to promote tl 
of communism. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to enable those persons who 
lost their United States citizenship by reason of voting in a political 
election or plebscite held in Italy on June 2, 1946, or on April 18, 
1948, to regain their citizenship. The purpose of the amendment is 
to require such persons to take an oath that they have done nothing to 
promote the cause of communism. 


STATEMENT OF FACTS 


On August 7, 1946, Public Law 614 of the Seventy-ninth Congress 
was approved, which law provided for the expeditious naturalization 
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of former citizens of the United States who lost United States citizen- 
ship by voting in a political election in a country not at war with the 
United States during the Second World War. Under that act, which 
was an amendment to section 323 of the (Nationality Act of 1940 
former citizens of the United States could regain their citizenship by 
taking the necessary oaths within 1 year of the date of the enactment 
of the law. Persons who had voted in a state which was at war with 
the United States during the Second World War were specifically ex- 
cluded from the benefits of the act. Italy must be considered as such 
a state, at least until October 13, 1943, when she became an ally of the 
United States. Therefore, even though Italy was not at war with 
the United States after October 13, 1943, any United States citizen 
who voted in Italy after that date could not take advantage of the re- 
patriation benefits of the act of August 7, 1946, as could those who 
voted in countries not at war with the United States at any time during 
the Second World War. The committee deems it only fair and equi- 
table that these persons be also granted the same relief. 

Two elections were held in Ttaly subsequent to the cessation of 
hostilities in the Second World War. On June 2, 1946, there was an 
election to the Constitutional Assembly and a plebiscite offering to 
Italians the choice between a republican and a monarchial form of 
government. On April 18, 1948, there was held an election to the 
first Legislative Assembly. 

Immediately following the cessation of hostilities in World War II, a 
great many United States citizens, both native-born and natur alized, 
of Italian ancestry, retur ned to Italy on visits and business. A 
number of United States citizens had been in Italy throughout the war 
years. With the first free elections in Italy in almost 25 years an 
intensive campaign to get out the vote was started. The Italian 
Government, on March 12, 1946, issued an order which read in part as 
follows: 
the list of those who abstained from voting in the election (June 2, 1946) of the 
Constituente (Constitutional Assembly) without a justified motive shall be exposed 
for the duration of 1 month in the city hall and, for the duration of a period of 
5 years, the words ‘‘did not vote’ shall be mentioned on the certificate of good 
behavior of those who abstained from voting without a justified motive. 

The above quote is an example of one of the legal pressures imposed. 
In addition to such legal pressures was the moral pressure imposed by 
friends and neighbors to make it clear that nonvoters would be 
classified as civic slackers. Communist Party supporters used threats 
and coercion to force Italians to vote in the hope of gaining votes for 
Communist Party candidates. Oneofthestrongest pressures emanated 
from the United States. Columnists and radio commentators set in 
motion a letter-writing campaign by Americans who had relatives 
in Italy. It is estimated that a million letters were sent from this 
country to friends and relatives in Italy urging them to vote. In the 
great majority of cases those American citizens who voted were unaware 
of the fact that such voting would result in the loss of their United 
States citizenship 

A letter dated May 19, 1950, to the chairman of the Senate Com- 
mittee on the Judiciary from the Assistant to the Attorney General 
with reference to H. R. 6616, which was a bil passed by the House of 
Representatives and reported favorably by the Senate Committee on 
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the Judiciary in an amended form in the Eighty-first Congress, reads 
as follows: 
DEPARTMENT OF JUSTICE, 
Washington, May 19, 1950. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in reply to your request for the views of the 
Department of Justice with regard to the bill (H. R. 6616) to provide for the 
expeditious naturalization of former citizens of the United States who have lost 
their United States citizenship through voting in a political election or in a plebi- 
scite held in Italy. 

The bill would add a new paragraph to section 323 of the Nationality Act of 
1940, as amended (8 U.S. C. 723). The new paragraph would permit resumption 
of American citizenship by former citizens who lost that status solely by reason 
of having voted in a political election or plebiscite held in Italy after October 13, 
1943, and before January 1, 1949. Such resumption of citizenship would be 
accomplished by taking, within 3 years after enactment of this legislation, oaths 
of renunciation and allegiance prescribed by section 335 of the Nationality Act, 
before any naturalization court or before any diplomatic or consular officer of the 
United States abroad. Certified copies of such oaths would be sent by the con- 
sular officer or the court to the Department of State and the Department of Justice. 
Such persons would have, from and after such resumption of citizenship, the same 
citizenship status as that which existed immediately prior to its loss. ‘The illegal 
or fraudulent procurement of naturalization under the amendment would be 
subject to cancellation in the same manner as provided in section 338 of the 
Nationality Act. 

Attention of the committee is invited to a report made by this Department on 
May 25, 1949, to the House Judiciary Committee on a similar measure (H. R. 
2570), a copy of which is enclosed, and to a report to your committee on May 5, 
1949, in connection with a bill (S. J. Res. 47), having somewhat similar objectives 
to the instant bill. 

It is apparent that the instant bill is intended to permit the expeditious resump- 
tion of citizenship by former American citizens who lost nationality under section 
401 (e) of the Nationality Act, principally by reason of having voted in political 
elections in Italy on June 2, 1946, and April 18, 1948. It also seems clear that 
the bill is not intended to benefit individuals who may have committed acts, 
other than voting, which would have resulted in loss of American citizenship 
under other provisions of the Nationality Act relating to loss of nationality. In 
order to render more certain the intended effect of this amendment, and to avoid 
a possible construction of its provisions whereby the right to resume citizenship 
may be extended to persons who have committed acts other than voting which 
would have caused loss of citizenship, it is suggested that there be inserted fol- 
lowing ‘‘1949,”’ on page 2, line 2 of the bill, the following language: ‘“‘and who has 
not subsequent to such voting committed any act which had he remained a citizen, 
would have operated to expatriate him,”’ 

It is further suggested that the words ‘‘as here amended” be inserted following 
the word “Act”’ in line 4 of page 2 of the bill in order that there may be no doubt 
that the 3-year period within which citizenship may be resumed will begin on the 
date of enactment of this bill. Attention is also invited to the fact that section 
323 of the Nationality Act contains a paragraph which was added to it on August 
7, 1946 (60 Stat. 866), and which by its terms, is no longer operative. The 
statute remains on the books, however, and the Congress may desire specifically 
to repeal such paragraph at this time. 

In keeping with its views as stated in the two previously mentioned reports on 
similar bills, the Department of Justice considers that whether or not this bill in 
its propose »d amended form, should be enacted is a question of legislative policy 
concerning which it prefers not to make any recommendation. 

The Director of the Bureau of the Budget has advised that the re is no objection 
to the submission of this report. 

Yours sincerely, 
Peyton Forp, 
The Assistant to the Attorney General. 


The bill as it passed the House of Representatives incorporates the 
amendments suggested by the Department of Justice. Provision in 
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the measure for a 2-year period within which the beneficiaries may 
avail themselves of the privilege of repatriation is regarded as an ample 
allowance of time for this purpose. Benefits thereunder are precluded 
to those persons who have committed an act subsequent to voting in 
the specified elections, which would of itself constitute an act of 
expatriation. It is, however, the opinion of the committee that the 
state of being or remaining ‘abroad because of inability to obtain 
documentation as a United States citizen should not be regarded as 
constituting such an act. 

Neither American nor Italian officials or agencies can give an exact 
figure as to the number of persons who lost their United States citizen- 
ship by operation of section 401 (e) of the Nationality Act of 1940, as 
amended. However, the best estimate is that between three and 
four thousand individuals have lost their citize nship by voting in the 
Italian elections. 

The committee, after consideration of all the facts, is of the opinion 
that the bill (H. R. 400), as amended, should be enacted. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule X XIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be repealed 
is enclosed in black brackets) : 


60 Srar. 865, Cu. 769, Acr or Avaust 7, 1946 


[Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 323 of the Act of October 14, 1940 
(54 Stat. 1149), entitled ‘An Act to revise and codify the nationality laws of the 
United States into a comprehensive nationality code’’, as heretofore amended, is 
hereby further amended by adding thereto the following paragraph: 

(‘A person who, while a citizen of the United States and prior to the effective 
date of this amendment, has lost citizenship of the United States by voting in a 
political election in a foreign state other than a state at war with the United States 
during the Second World War may, if he so desires, be naturalized by taking, 
prior to one year from the enactment of this amendment, before any naturalization 
court specified in subsection (a) of section 301, or before any diplomatic or con- 
sular officer of the United States abroad, the oaths prescribed by section 335. 
Certified copies of such oath shall be sent by such diplomatic or consular officer 
or such court to the Department of State and to the Department of Justice. Such 
persons shall have, from and after naturalization under this section, the same 
citizenship status as that which existed immediately prior to its loss.’’] 


O 
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REPORT 


(To accompany H. R. 795] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 795) for the relief of Carlos Sanchez Perez, having considered 
the same, reports favorably thereon with an amendment in the nature 
of a substitute, and recommends that the bill, as amended, do pass. 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 


That for the purposes of the immigration and naturalization laws, Carlos Sanchez 
Perez shall be held and considered to have been lawfully admitted to the United 
States for permanent residence as of the date of the enactment of this Act, upon 
payment of the required visa fee and head tax. Upon the granting of permanent 
residence to such alien as provided for in this Act, the Secretary of State shall 
instruct the proper quota control officer to deduct one number from the appro- 
priate quota for the first year that such quota is available. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of per- 
manent residence in the United States to Carlos Sanchez Perez. The 
bill provides for an appropriate quota deduction and, as amended, 
provision is made for the payment of the required visa fee and head 
tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 62-year-old native and citizen of 
Spain who last entered the United States as a temporary visitor on 
May 14, 1949. He is a widower and the father of two sons, one of 
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whom is a professor at Stanford University, Palo Alto, Calif. The 
other son with whom he had been living in Spain is now in Argentina. 

A letter dated August 24, 1950, to the chairman of the Committee 
on the Judiciary of the House of Representatives with reference to 
H. R. 8063, which was a bill introduced in the Eighty-first Congress 
for the relief of the same alien, reads as follows: 
Auaust 24, 1950. 
Hon. EMANUEL CELLER, 

Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


My Dear Mr. CuairMan: This is in response to your request for the views 
of the Department of Justice concerning the bill (H. R. 8063) for the relief of 
Carlos Sanchez Perez, an alien. 

The bill would provide that Carlos Sanchez Perez shall be considered to have 
been lawfully admitted to the United States for permanent residence as of the 
date of his entry into the United States as a temporary visitor. The bill would 
also direct the Secretary of State to instruct the quota-control officer to deduct 
one number from the appropriate immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Carlos Sanchez Perez is a native and citizen of Spain, having been 
born at Aras de Alpuente, Valencia, Spain, on September 9, 1888. e€ was 
admitted to the United States at New York on May 14, 1949, as a temporary 
visitor under section 3 (2) of the Immigration Act of 1924, for a period of 6 
months, and has been granted extensions of his temporary stay until October 
14, 1950. 

It appears that the alien is a widower and father of two sons. Prior to coming 
to the United States, he had lived in an apartment in Barcelona, Spain. Although 
Mr. Perez is a retired teacher, he has no income from this retirement, nor from 
any other sources. He claims that at the time of his entry into the United States 
it was his intention to remain in this country for 6 months only in order to visit 
one of his sons, Carlos Sanchez Gimeno, and his daughter-in-law, Francesgo 
Hernandez de Sanchez. The alien is living with them at present, and is com- 
pletely dependent upon his son for support. His son is a professor at St. Benedict 
College, St. Joseph, Minn. Subsequent to the alien’s entry into the United 
States, his other son, Francisco Sanchez Gimeno, migrated to Argentina. The 
alien therefore decided to remain permanently in this country if possible. He 
stated that, should he not be permitted to remain in this country, he intends to 
go to Argentina if he is able to obtain a visa for that country; otherwise, he will 
return to Spain. 

The quota of Spain, to which Mr. Sanchez Perz is chargeable, is oversubscribed, 
and an immigration visa is not readily obtainable. It has come to the attention 
of this Department that there has been an increase in the number of cases in 
which aliens, unable to obtain quota immigration visas, have gained admission to 
the United States apparently as bona fide visitors, and have then endeavored to 
adjust their status to permanent residence. The record fails to reflect facts 
sufficient to grant him a preference over other nationals of Spain who are awaiting 
the issuance of immigration visas. 

Accordingly, this Department is unable to recommend the enactment of this bill. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 


Congressman Fred Marshall, the autbor of the bill, has submitted 
to the chairman of the Senate Committee on the Judiciary the follow- 
ing letter dated February 23, 1951, in connection with the bill: 


CoNGRESS OF THE UNITED STATEs, 
House OF REPRESENTATIVES, 
Washington, D. C., February 21, 1951. 
Hon, Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington 25, D. C. 


Dear Senator: I am writing in behalf of H. R. 795 (H. Rept. No. 75), for the 
relief of Carlos Sanchez Perez. This bill was passed by the House of Representa- 
tives yesterday and is identical to H. R. 8063, which I introduced in the Eighty- 
first Congress. 
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The bill provides that Carlos Sanchez Perez, a native of Spain, shall be given 
permanent residence in the United States and that one number be deducted from 
the Spanish quota for the first year such quota is available. I am personally 
familiar with the facts in this case and ‘feel that it is a meritorious one. 

Mr. Perez is a retired teacher who formerly lived in Barcelona and entered the 
United States on May 14, 1949, to visit a son then teaching at the College of St. 
Benedict, St. Joseph, Minn. While he was here a second son with whom he lived 
in Barcelona immigrated to Argentina and Mr. Perez now has no relatives to whom 
he can return in Spain. His son in the United States is now teaching at Stanford 
University and is in a position to support his father. 

Because of the circumstances involved, I will personally appreciate any effort 
that can be made to obtain early action by your committee. I am aware of the 
tremendous workload borne by your committee and therefore take the liberty of 
calling this bill to your attention. With thanks for your past courtesies and kind- 
est personal regards, I am 

Sincerely yours, 


Frep MarsHALL, M. C. 
The bill has been amended to conform with the policy of the Com- 
mittee in granting permanent residence in the United States to an 
alien as of the date of the adjustment rather than as of the date of last 
entry into the United States. 
The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (H. R. 795), as amended, should be enacted. 


O 
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REPORT 


[To accompany §. 581] 


The Committee on the Judiciary, to which was referred the bill 


(S. 581) for the relief of Toshiki Ishigo and his children, Kiyoko and 
Chiyiko Ishigo, having considered the same, reports favorably thereon 
with amendments and recommends that the bill, as amended, do pass. 


AMENDMENTS 


1. Strike all after the enacting clause and insert in lieu thereof the 
following: 


That notwithstanding the provisions of section 13 (c) of the Immigration Act of 
1924, as amended, Kiyoko and Chiyiko Ishigo, the minor children of Harue 
Louise Ishigo, a United States citizen, may be admitted to the United States 
for permanent residence if they are otherwise admissible under the provisions 
of the immigration laws. 


Amend the title of the bill so as to read: 
A bill for the relief of Kiyoko and Chiyiko Ishigo. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to waive the racial bar to 
admission into the United States in behalf of the minor Japanese 
children of Mrs. Harue Louise Ishigo, who is a native-born citizen of 
the United States. The children would be nonquota immigrants 
which is the status normally enjoyed by alien minor children of citizens 
of the United States. 
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STATEMENT OF FACTS 


The pertinent facts in the case are contained in the following letter 
dated October 31, 1950, to the chairman of the Senate Committee 
on the Judiciary from the Deputy Attorney General in connection 
with S. 3590, which was a bill introduced in the Eighty-first Congress 
for the relief of the same aliens: 


DEPARTMENT OF JUSTICE, 
Orrice or THE Deputy ATTORNEY GENERAL, 
Washington, October 31, 1950. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 3590) for the relief of Toshiki Ishigo 
and his children, Kiyoko and Chiyiko Ishigo. 

The bill would provide that the provisions of section 13 (c) of the Immigration 
Act of 1924, as amended (8 U.S. C. 213 (c)), which exclude from admission to the 
United States persons who are ineligible to citizenship, shall not apply to Toshiki 
Ishigo, and his children, Kiyoko and Chiyiko Ishigo, the husband and children 
of Harue Louise Ishigo, a citizen of the United States, if they are otherwise 
admissible. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Toshiki Ishigo was born in Japan on October 11, 1921, of Japanese 

arents, and he has always resided in that country. The two minor daughters, 

<iyoko and Chiyiko Ishigo, were also born in Japan on January 26, 1946, and 
June 20, 1948, respectively. They reside with their father at Kokura-shi. Ac- 
cording to Mrs. Harue Louise Ishigo, of Denver, Colo., the aliens are her husband, 
who is her first cousin, and their two children. She stated that she was born in 
Los Angeles, Calif., on February 14, 1924, that her parents are citizens of Japan, 
and that when she was 13 years of age she went to Japan in order to be educated 
in that country, traveling on a United States passport. 

The files further reflect that Mrs. Ishigo returned to the United States at the 

rt of San Francisco, Calif., on January 9, 1950, having been issued a United 

tates passport at Yokohama, Japan, on December 22, 1949. She stated that 
her husband served with the Japanese Navy from 1939 to September of 1945, as 
an Officer in a hospital unit, and that at the present time he is employed in the 
office of a coal mine at Kokura, Fujuoka, Japan, at a salary of approximately 
$14 a month in American money, which is not sufficient to support his family. 
She has sent them about $300 and packages of food and clothing. According to 
Mrs. Ishigo, she and members of her family have purchased the Mandarin Cafe 
in Denver, and she wants her husband to assist with its operation if he is admitted 
to the United States. 

The aliens, being of the Japanese race, are ineligible to citizenship under section 
303 of the Nationality Act of 1940 and they are, therefore, inadmissible to the 
United States for permanent residence under section 13 (a) of the Immigration 
Act of 1924. Since Mrs. Ishigo did not reside in this country, of which she is a 
citizen, for at least 5 years after attaining the age of 16 years prior to the birth of 
her children, they did not derive United States citizenship. In the absence of 
general or special legislation the husband and two children will not be eligible to 
enter the United States for permanent residence. The question of granting relief 
to Japanese spouses and children of nonveteran United States citizens is a general 
one and should be resolved, if at all, by general legislation. There are many 
Japanese spouses and children whose cases are similar and who are also desirous 
of joining their families in this country. The record in the instant case presents 
no circumstances which would justify enactment of special legislation granting 
the aliens a preference over the many others who are similarly situated. 

Accordingly, the Department of Justice is unable to recommend enactment of 
the bill. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 
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Senator Edwin C. Johnson, the author of the bill, has submitted 
the following in connection with the bill: 


UniTep States SENATE, 
CoMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
March 16, 1951. 
Re 8S. 581-ISHIGO 
Hon. Pat McCarran, 
Chairman, Senate Judiciary Committee, 
Washington, D. C. 


Dear SENATOR McCarran: Supplementing my letter to you dated February 
23, 1951, to which you were courteous enough to reply on the 27th, I am attaching 
a letter from Mrs. Louise Ishigo, of Denver, Colo. You will note Mrs. Ishigo 
states she is interested in having only her children brought to the United States 
under my bill, and not her husband, for the reasons mentioned. Mrs. Ishigo is 
an American citizen and the children are very young. 

I will appreciate having this bill amended to include only the children under 
the circumstances. 

Thank you for your courtesy. 

Sincerely, 
E. C. JOHNSON. 


Marcu 7, 1951. 

Dear Mr. Jonnson: Thank you ever so much for your prompt and kind letter. 
The reason for only my children’s entry was that we plan on a divorce as soon as 
possible and he wishes to have the children in my care for he knows he cannot do 
much for them over there without our support from here. Have been sending 
up to now to support in-laws and children and since there is nobody to look after 
them would appreciate it very much if there is any way of getting them over at 
the earliest convenience. I stay with my parents who own a apartment house 
and no worries about a home. 

I am managing Chop Suey Restaurant which I think makes enough to support 
us all. Till they are able to enter this country he has agreed to look after them as 
best he can but hope it will be soon for they are still very small and need a lot of 
care and attention. I do hope you understand the situation and will help us in 
every way possible. I thank you. 

Sincerely, 
Louise IsHiGo, 

In accordance with the above request the bill has been amended to 


delete the name of the husband and provide relief solely for the minor 
children. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 581), as amended, should be enacted. 


O 
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RRAN, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. Con. Res. 90] 


The Committee on the Judiciary, to which was referred the resolu- 
tion (H. Con. Res. 90), which provides that the Congress favors the 
granting of the status of permanent residence to certain aliens, having 
considered the same, reports favorably thereon with an amendment 
and recommends that the resolution do pass. 


AMENDMENT 


At the end of the resolution add the number and name: 


A-7450475, Szasz, Alexander. 
PURPOSE OF THE CONCURRENT RESOLUTION 


The concurrent resolution states that the Congress favors the grant- 
ing of the status of permanent residence in the cases of certain aliens, 
named in the concurrent resolution, who are embraced as displaced 
persons under the provisions of section 4 of the Displaced Persons 
Act of 1948, as amended by Public Law 555, Eighty-first Congress. 
The purpose of the amendment is to add the number and name of a 
displaced person. 


STATEMENT OF FACTS 


Section 4 of the Displaced Persons Act of 1948, as amended by 
Public Law 555, Eighty-first Congress, provides for adjustment of the 
immigration status in the cases of certain aliens who establish that 
they lawfully entered the United States as nonimmigrants under sec- 
tion 3 or as nonquota immigrant students under subsection (e) of 
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section 4 of the Immigration Act of May 26, 1924, as amended. The 
act provides that if the Attorney General shall, upon consideration of 
all the facts and circumstances of each case, determine that the alien 
has been of good moral character for the preceding 5 years and that 
such alien is qualified under the provisions of said section 4 of the 
Displaced Persons Act of 1948, as amended by Public Law 555, 

Eighty-first Congress, the Attorney General shall report to the Con- 
gress all of the pertinent facts in the case. If during the session of 
the Congress at which a case is reported or prior to the end of the 
session of the Congress next following the session at which a case is 
reported, the Congress passes a concurrent resolution stating in sub- 
stance that it favors the granting of the status of permanent residence 
to such alien, the Attorney General is authorized, upon receipt of a 
fee of $18, to record the admission of the alien for permanent residence 
as of the date of the alien’s last entry into the United States. If prior 
to the end of the session of the Congress next following the session at 
which a case is reported, the Congress does not pass such resolution, 

the Attorney General is required to deport such alien. The act further 

provides that the number of displaced persons who shall thus be 
granted the status of permanent residence shall not exceed 15,000. 
Upon the grant of status of permanent residence to an alien pursuant 
to said section 4, of the Displaced Persons Act of 1948, as amended by 
Public Law 555, Eighty-first Congress, the Secretary of State shall, if 
the alien was a quota immigrant at the time of entry, reduce by one 
the immigration quota of the country of the alien’s nationality as 
defined in section 12 of the Immigration Act of May 26, 1924, for 
the fiscal year then current or the next succeeding fiscal year in which 
a quota number is available, except that such quota deductions shall 
be made within certain limitations. 

Included in the concurrent resolution (H. Con. Res. 90) as amended, 
are 299 cases. 

One hundred and eighty-eight of these cases were among 193 cases 
referred to the Congress on June 15, 1950; of the 193 cases referred, 4 
have previously been approved and 1 is being held for further study 
and investigation. 

Sixty-six of these cases were among 75 cases referred to the Congress 
on July 3, 1950; of the 75 cases referred, 6 have previously been ap- 
proved and 3 are being held for further study and investigation. 

Thirty-seven of these cases were among 41 cases referred to the 
Congress on July 17, 1950; of the 41 cases referred, 3 have previously 
been approved and 1 is being held for further study and investigation. 

Of the 299 cases included in the resolution, 3 cases were referred on 
December 1, 1950; 1 case was referred on January 15, 1951; and 4 
cases were referred on February 1, 1951. 

The committee, after consideration of all the facts in each case 
referred to in the concurrent resolution (H. Con. Res. 90), recommends 
that the concurrent resolution, as amended, do pass, 


O 
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REPORT 


[To accompany H. R. 1590] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 1590) for the reimbursement of the S. A. Healy Co., having 
considered the same, reports favorably thereon, with an amendment, 
and recommends that the bill, as amended, do pass. 


AMENDMENT 


Page 2, line 11, change the period to a colon and add the following: 


Provided, however, That the said sum of $163,536.93 shall be accepted in full 
ag oay of every claim of every kind and character involved in this transaction 
y the S. A. Healy Company and the United States. 
The purpose of the amendment is to make the payments hereunder 
in full and complete settlement of all claims arising out of the con- 
tracts the subject matter of H. R. 1590. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to pay the 
amounts not to exceed $74,482.21 and $89,054.72 under the respective 
contracts, as reimbursement for, and in settlement in full of, claims 
against the United States for items certified by the United States 
Navy audit for allowance on account of increase in material prices and 
increased compensation resulting from action by the Government’s 
Wage Adjustment Board in authorizing increases in the rates of wages 
payable under said contracts. 
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STATEMENT 


A bill for the relief of the S. A. Healy Co. in the same amount as 
the instant bill was reported favorably from the committee to the 
Senate in the Eighty-first Congress. The bill was amended on the 
floor to a reduced amount, passed the House, and was vetoed by the 
President. The House report on the instant bill states that a letter 
from Senator Warren G. Magnuson, dated January 31, 1951, indicates 
that the true facts were not given to the President and if the bill came 
to him again he would receive it with an open mind. 

The claim stems from two contracts entered into between the Navy 
Department and the S. A. Healy Co., of White Plains, N. Y., for the 
construction of two sections of the San Diego aqueduct. Contract 
No. NOy-12759 was signed on August 14, 1945 (VJ-day), and con- 
tract No. NOy—12806 was signed on August 22, 1945. 

Subsequently, the S. A. Healy Co., sublet the two contracts to 
James S. Barrett, Newport Beach, Calif., the real party in interest 
with respect to this claim. 

The primary reason for the Navy construction of the San Diego 
aqueduct was to insure an adequate and unfailing water supply to 
the San Diego area. With the cessation of hostilities in World War 
Il, the Navy Department drastically curtailed its public-works pro- 
eram. On October 6, 1945, the Secretary of the Navy decided to 
order the cancellation of the emergency program. However, the 
city of San Diego and the county water authorities sent representa- 
tives to Washington and after hearings, legisiation was enacted 
authorizing the Navy to continue with the construction work and 
with the understanding that the city of San Diego would repay the 
Government for the cost thereof. 

After the completion of only a minor amount of work, the prime 
contractor entered into the subcontract with Barrett. Work was 
started on the contracts in the latter part of 1945 (November and 
December), and completed in August and September 1947. The 
work was performed in a most efficient manner to the complete 
satisfaction of the Navy Department. In the process, however, the 
subcontractor, because of factors hereinafter outlined, went broke. 

These losses allegedly were caused by labor cost increases due to 
increases in wage rates, of wage changes in labor classifications, and 
material price increases. Briefly, the subcontractor states that four 
wage increases were granted by the Wage Adjustment Board during 
the execution of the work. He claims that just prior to the execution 
of the contract, the Navy was represented at a conference between 
labor and the Wage Adjustment Board, and knew or should have 
known that wage increases were in the offing. The subject contracts 
stated that the subcontractor could pay not less than the wage rates 
prevailing in the construction area. Mr. Barrett was reminded that 
as to Government contracts, the higher rates were only ‘advisory.’ 
He replied that such an argument sidesteps the practical aspect of the 
situation. He claims that if he failed to match the increased wage 
rates he could not have held his men. If he failed to hold his men, he 
would not have been able to complete the project on time and would 
have been subject to heavy penalty which, the Navy Department 
assured him. would be enforced. 
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As the committee understands the claim, Mr. Barrett claims that the 
rulings of one Government agency make inequitable the demands of 
another department of the Government that he perform his contractual 
obligation, under the radically changed circumstances, as he originally 
agreed. 

The claim of loss attributable to changes in workmen’s classifications 
and the forced employment of additional workmen not contemplated 
in the original contract is confined to contract No. NOy—12806. The 
basis of this item is purported demands by labor unions and the 
subcontractor’s reluctant but enforced compliance therewith. 

The third category of loss is attributable to increases in the price of 
materials approved by the Office of Price Administration, and not 
contemplated by the subcontractor when the original bids were 
submitted. 

This claim involves many complicated items and after a hearing, 
during which all interested persons were heard, the committee 
decided that the only accurate way to determine the actual out-of- 
pocket losses attributable to factors hereinafter discussed, was to 
secure a comprehensive audit of the entire transaction. 

The audit found out-of-pocket losses of $74,482.21 on contract No. 

NOy-12759, but only $89,054.72 due on contract No. NOy—12806, 
which makes a total of $163,536.93. The accompanying explanatory 
report submitted by the Navy Department states, in part: 
* * * the amounts recommended for acceptance represent “out of pocket 
expenses,”’ and, insofar as this office was able to determine, no portion thereof 
constitutes items of profit to either S. A. Healy Co. or J. 8. Barrett. The nature 
and scope of the audit, the reasons for the exceptions taken to costs claimed 
by the contractor, and problems peculiar to the assignment ar jseoee d in the 
remaining paragraphs of this report. Attention is also invite d to the footnotes 
on exhibit A and its supporting schedules. 

In order that this report be not unduly prolonged, reference is made 
to the comprehensive and complete audit and accompanying explana- 
tory report which are attached and made a part of this report. Suffice 
to say that each item of alleged loss was closely scrutinized, and on 
those items of alleged loss which were unsubstantiated, the recom- 
mendation is for disallowance; on items of alleged loss concerning 
which there was insufficient evidence, the recommendation is further 
consideration; where the claim of loss was fully substantiated, the 
Navy report certifies for acceptance. 

The committee, after a study of the hearings and the Navy Depart- 
ment audit, believe that the amounts certified as out-of-pocket losses 
by the Navy Department audit should be paid. The basis used for 
computing the out-of-pocket loss is fully explained in the attached 
explanatory letter. While the claimant takes exception to certain 
portions, the subcommittee believe the method used was fair and realis- 
tic. The certified amount on contract No. NOy—12759 is explained 
in paragraphs numbered 8 and 9 of the attached explanatory letter. 
After study, the committee believe the amount certified should be 
paid, because it represents losses attributable to causes beyond the 
claimant’s contemplation or control. 

The facts which lead the committee to believe that this bill, 
amended, should be favorably considered, are as follows: 

The contracts were executed at a time when the country was 
beginning the transition from the wartime economy to peacetime and 
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encountering the multitude of problems always incident to such recon- 
version. Indeed, the President, in his address to the country at large 
on October 30, 1945, stated that. wage increases were imperative during 
the transition from war to peace in order to cushion the shock to 
workers, sustain purchasing power, and to raise the national income. 
The President also stated that if management granted wage increases, 
it would not be prevented from coming to the Government and re- 
questing Government approval to have ‘the wage increases considered 
for the purpose of price increases. 

The subcontractor made his bid on the basis of wage rates and 
material costs which at the time were strictly controlled by adminis- 
trative regulation, and the subsequent authorized wage increases and 
material price increases under executive authority, of course, played 
havoc with the estimated costs. As noted above, at the time the 
contract was entered into, labor in the San Diego area was petitioning 
the Wage Adjustment Board for an over-all increase in w age rates. 
It appears that the Navy Department was represented at the con- 
ference held in connection with the petition and thus knew or should 
have known that the wage rates stipulated in the contract documents 
might increase at any time. 

This subcontractor, instead of abandoning the project in the face 
of forced increases in labor and material costs and union demands for 
reclassification of jobs, continued to perform and completed the con- 
tract to the complete satisfaction of all concerned. 

The records indicate that while other contractors were engaged in 
the San Diego aqueduct project, the scope of their operations in that: 
project and other construction work were such that they were able to 
absorb the losses. This circumstance will explain why no claims have 
been presented on behalf of other contractors on the same project. 
The Comptroller General in a letter dated August 8, 1949, quite 
clearly points out that there is no legal liability. on the part of the 
Government to respond for the losses sustained by this claimant. 
This letter seems to meet the suggestion of the Department of Justice 
that the claimant seek his remedy in the Court of Claims. It seems 
quite clear to the subcommittee that there is no remedy available to 
him in that court. Further, this claimant has, since the completion 
of this contract, been without funds and utterly unable to secure a 
bond which would enable him to enter into further construction work. 

Appended hereto and made a part of this report are the following: 

Letter from the Department of Justice, dated July 19, 1949, 
addressed to Hon. Pat McCarran as chairman of the Senate Judiciary 
Committee. 

Letter from the Comptroller General, dated August 8, 1949, 
addressed to Hon. Pat McCarran as chairman of the Senate Judiciary 
Committee. 

Letter from the Department of the Navy, dated March 8, 1950, 
addressed to Hon. Harley M. Kilgore, chairman of subcommittee 
considering S. 1816 of the Eighty-first Congress, together with ex- 
planatory letter and accompanying exhibits. 

House Report 137 on H. R. 1590 is included herein by reference. 
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DEPARTMENT OF JUSTICE, 
OFFICE OF THE ASSISTANT TO THE ATTORNEY GENDRAL, 
Washington, July 19, 1949. 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
a of Justice concerning the bill (S. 1816) for the reimbursement of the 
S. A. Healy Co. 

The bill would provide for payment of amounts not to exceed $34,995.62 and 
$512,808.24 to the 8. A. Healy Co., a contractor under certain Navy contracts, as 
reimbursement for, and in full settlement of, all claims against the United States 
on account of increased compensation resulting from action by the Government’s 
Wage Adjustment Board in authorizing increases in the wage rates payable 
under such contracts. 

In compliance with your request a report was obtained from the Navy Depart- 
ment concerning this legislation. That report, which is enclosed, states that dam- 
age of the types sustained under the contracts was common to many contractors 
during the war period and that the relief of an individual company is a matter for 
the determination of the Congress. The report concludes with the statement that 
in view of this, the Navy Department interposes no objection to the enactment 
of the bill. 

According to further information obtained informally from the Navy Depart- 
ment, it appears that claimant company in its efforts to obtain reimbursement has 
relief largely upon the decision in the case of Sunswick v. United States (109 Ct. 
Cls, 772 (1948)) to support its claim. However, it would appear that the factual 
situation in the Sunswick case and that of the instant case are not analogous, 
since in the Sunswick case there was included, as a specific provision of the con- 
tract, what was tantamount to a guaranty by the Government to compensate 
the contractor for the wage increases. It does not appear that any such provision 
was included in the contracts involved in the instant claim. 

In view of the fact that the claim involved herein arises out of a contract 
entered into with the United States, the matter would seem to be one for deter- 
mination by the Court of Claims which is especially equipped to deal with the 
construction and interpretation of Government contracts and to resolve questions 
of fact pertaining to them. In this connection, attention is invited to section 
1492 of title 28, United States Code, which provides for the determination of the 
facts in the case. 

In view of these considerations, the Department of Justice is unable to recom- 
mend favorable consideration of the bill in its present form. If it is desired to 
give further consideration to the claim, however, it is recommended that the 
measure be referred to the Court of Claims under title 28, United States Code, 
section 1492. The procedure in such a case of referral is provided for in section 
2509 of title 28, United States Code. 

The Director of the Bureau of the Budget has advised this office that there 
would be no objection to the submission of this report. 

Yours sincerely, 





Peyton Forp, 
The Assistant to the Attorney General. 





CoMPTROLLER GENERAL OF THE UNITED STATEs, 


Washington, August 8, 1949. 
Hon. Pat McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate. 
My Dear Mr. CuHarrMan: Further reference is made to your letter dated 
July 29, 1949, acknowledged by —_ August 2, requesting a report on S. 1816, 
Fighty-first Congress, entitled “‘A bill for the reimbursement of the 8. A. Healy 


Co.,” which provides in pertinent part as follows: 

“That the Secretary of the Treasury is authorized and directed to pay, from 
any money in the Treasury not otherwise appropriated, to the 8. A. Healy 
Co., as the contractor under contracts Nos. NOy-12759 and NOy-—12806, 
amounts not to exceed $34,995.62 and $512,808.24 under the respective contracts 
as reimbursement for, and in full settlement of all claims against the United 
States on account of increased compensation resulting from action by the Govern- 
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ment’s Wage Adjustment Board in authorizing increases in the rates of wages 
payable under the contracts: Provided, That no part of the amount appropriated 
in this Act in excess of 10 per centum thereof shall be paid or delivered to or 
received by any agent or attorney on account of services rendered in connection 
with this claim, and the same shall be unlawful, any contract to the contrary 
notwithstanding. Any person violating the provisions of this act shall be deemed 
guilty of a misdemeanor and upon conviction thereof shall be fined in any sum 
not exceeding $1,000.” 

Under the terms of the referred-to contracts Nos. NOy-12759 and NOy—12806 
the 8. A. Healy Co. agreed to furnish the materials for and perform certain 
work in connection with construction of the San Diego aqueduct for the prices 
stated therein. So far as the payment of wages to laborers and mechanics was 
concerned, the contracts each provided, as required by the Davis-Bacon Act (49 
Stat. 1011), that the contractor should pay such persons employed directly upon 
the site of the work at wage rates not less than those specified therein. There 
was no prohibition against the payment of higher wage rates, there was no guar- 
anty on the part of the Government that prevailing wage rates might not later be 
higher than those specified and there was no agreement on the part of the Govern- 
ment, expressly or impliedly, that in the event of a change in labor conditions, the 
contract price would be adjusted accordingly. 

The contractor contended that as a result of action by the Government’s Wage 
Adjustment Board in authorizing increases in the rates of wages payable to 
laborers and mechanics in the San Diego area subsequent to execution of the con- 
tracts it was necessary for it to meet such increased wages in order to obtain labor 
to perform the work, and that its costs of performance were accordingly increased. 
The contractor filed with the Navy Department claims in the amounts of $34,995.62 
and $512,808.24, based on such increased costs of performance. The said claims 
were transmitted directly to the Claims Division, General Accounting Office, by 
the Bureau of Yards and Docks with the statement that— 

“In view of its firm opinion that the allowance of additional compensation 
would not be warranted herein, this Bureau has not audited the claimant’s figures 
and does not propose to do so unless the exactness thereof becomes material.”’ 

The claims were disallowed by settlement of this Office dated October 1, 1°48, 
and upon a request for review said settlement was sustained by decision of April 
7, 1949, B-80877, copy of which is enclosed for your information. 

It is a general rule of law that the Government as a contractor is not liable for 
its acts as a sovereign performed by agencies carrying out general programs in 
the national interest. Horowitz v. United States (267 U. S. 458); Maxwell v. 
United States (3 F. 2d 906, affirmed 271 U. S. 647); Gothwaile v. Uniled Siates 
(102 C. Cls. 400); Standard Accident Insurance Co. et al. v. United States (103 
C. Cls. 607, certiorari denied 326 U. 8S. 729); and Clemmer Construction Company 
v. United States (108 C. Cls. 718). In denying that such principle has any appli- 
cation in the matter, the contractor urged that the action of the Wage Adjust- 
ment Board was not general in nature, and that it was mandatory and applicable 
directly to it. While the action of the Wage Adjustment Board undoubtedly 
had considerable indirect effect upon the contractor’s operations I cannot agree 
with the contractor’s argument that the circumstances were such as to render 
inapplicable the principles of law stated above. The various actions of the Wage 
Adjustment Board appear to have been but part of a Nation-wide program under 
which particular wage increases of necessity would vary for different localities, 
the locality here involved being specified in the Board’s decisions as the ‘‘San 
Diego, Calif., area,’”’ “the 12 southern California counties,’ ete. Each was an 
authorization or permission to pay higher rates and none was a mandatory di- 
rection to do. As a matter of fact, the first general increase approved for the 
12 southern California counties of October 12, 1945, applied only to non-Federal 
construction. It did not apply to Federal construction projects. 

Furthermore, it is an established rule of law that if a party charges himself 
with an obligation possible of performance he must abide by it unless performance 
is rendered impossible by an act of God, the law, or the other party. Unforeseen 
difficulties will not entitle the party to additional compensation unless specifically 
provided in the contract (Columbus Railway and Power Company v. City of 
Columbus (249 U. 8S. 399); Carnegie Steel Company v. United States (240 U. 8. 
156, 164); Industrial Engineering Company v. United States (92 C. Cls. 54, 60); 
and Blauner Construction Company v. United States (94 C. cls. 503)). Increased 
cost of performance, whether foreseen or unforeseen, is one of the hazards of a 
contract which neither excuses performance nor entitles the contractor to addi- 
tional compensation (Satterlee Adm’x. v. United States (30 C. Cls. 31)). That 
is precisely the situation in which the claims of the 8. A. Healy Co. fall. 
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In the light of the foregoing, it will be seen that no legal basis exists for the 
assumption of liability in the matter by the Government as contemplated by 
S. 1816, and it is felt that to do so would establish an undesirable precedent. In 
that connection it may be observed that the 8. A. Healy Co. is only one of many 
contractors who are similarly situated and for whom no relief has been granted. 
Hence, this bill would provide preferential treatment for the claimant without 
any apparent justification therefor. 

Under the circumstances, it is recommended that the bill not be favorably 
considered. 

Sincerely yours, 
Linpsay C. WARREN, 
Comptroller General of the United States, 





DEPARTMENT OF THE Navy, 
BuREAU OF YARDS AND Docks, 
Washington, D. C., March 8, 1950. 
Hon. Haruey M. Kitcore, 
United States Senate, Washington, D. C. 


My Dear Senator Kiucore: By letter dated September 22, 1949, you were 
advised that we would immediately initiate an audit of the books of 8. A. Healy 
Co. and J. 8. Barrett pursuant to your request of September 19, 1949, in con- 
nection with bill 8. 1816 for the relief of the 8. A. Healy Co. 

This audit has been completed, and a copy thereof is enclosed herewith. 

The records of the Navy Department do not indicate the presentation of similar 
claims by any other contractors on the same project. 

With kindest regards, I am. 

Sincerely yours, ° 
J. F. JELLEy, 
Rear Admiral, CEC, United States Navy, 
Chief of Bureau. 


From: Chief, Bureau of Supplies and Accounts (Cost Inspection Service). 

To: Chief, Bureau of Yards and Docks (code B—231). 

Subject: Contracts NOy-12759, NOy-12806, 8. A. Healy Co., White Plains, 
N. Y.; request for audit of books in connection with Senate bill 1816, advisory 
report thereon. 

Reference: (a) ChBuDocks letter, NOy—12759/12806, B—231, to BuSandA (CIS) 
of September 29, 1949. 

Enclosures: (1) Original and four copies of SCI-WA Ist-End., EN9/SCIWA, 
NOy—12759/12806/Lfn to BuSandA (CIS) of Feb. 10, 1950, 
with basic letter and enclosure. 

(2) Two folders containing data with respect to contractor’s claims. 

1. Enclosure (1) is forwarded for information and consideration by the contract- 
ing officer in accordance with the request set forth by reference (a). Enclosure (2) 
is returned herewith to the Bureau of Yards and Docks in accordance with the 
request in reference (a). 

2. Based upon a review of the information contained in enclosure (1), this 
office concurs with the findings and recommendations of the cost inspector, 
subject to the comments and observations set forth in the following paragraphs. 

3. Attention is invited to paragraph 8 of the cost inspector’s letter in which 
it is indicated that on contract NOy—12759 the contractor has claimed the amount 
of $123,159.45 representing increased costs which resulted from increased wage 
rates and material prices under that contract. The over-all loss on the contract 
as shown on exhibit B was only $34,995.62 because of the fact that on some 
other items of cost the estimated amount exceeded the actual cost, thereby 
offsetting the loss incurred by reason of the increased wage rates and material 
prices. On the basis of the audit of the claim for $123,159.45, the cost inspector 
has recommended for acceptance under the contract NOy-—12759 an amount 
of $74,482.21. Such recommendation is contingent, however, on the extent and 
basis of relief, if any, to be granted to the contractor. If relief beyond the over-all 
loss of $34,995.62 under the contract is not contemplated, the amount recom- 
mended for acceptance under contract NOy—12759 would be limited to the 
amount of $34,995.62. 

4. The contractor’s total original claim covering losses under subject contracts 
amounted to $547,803.86. After preliminary discussions with the supervisory 
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cost inspector, however, the contractor made additional studies to ascertain 
the loss resulting from increased wage rates, labor reclassifications, and increased 
material prices.. These subsequent studies indicated that the increased costs 
attributable to the above-mentioned causes amounted to $345,180.79, which 
amount was submitted by the contractor to the cost inspector for audit. The 
results of the audit are set forth on exhibit A of the advisory report. 

5. The contracting officer is informed that the audit performed by the cost 
inspector has been limited to the books and records of the subcontractor, J. 5. 
Barrett, in view of the fact that substantially all of the costs under subject con- 
tracts were incurred by the subcontractor and further that the prime contractor’s 
books and records were located at White Plains, N. Y. It is further stated in 
paragraph 1 of the advisory report that, insofar as the cost inspector could deter- 
mine, none of the costs incurred by ‘the prime contractor resulted from the afore- 
mentioned labor and material increases. In view of this an audit of the prime 
contractor’s records will not be made unless specific request is received therefor 
from the contracting officer. For the further information of the contracting 
officer, it is believed that an audit of the costs incurred by the prime contractor 
would have a bearing only on contract NOy-12759, on which the over-all loss was 
less than the increases in wage rates and material prices. In other words, an 
audit of the prime contractor’s costs might cause a revision in the amount of the 
over-all loss of $34,995.62 but, according to the cost inspector, would have no 
effect on the amount of the increases due to changes in wage rates and material 
prices. Accordingly, a prime contract audit would affect the settlement with the 
contractor under contract NOy—12759 only if the settlement is to be made on the 
basis of the over-all loss figure of $34,995.62. 

6. The contractor’s reaction is set forth in paragraph 11 of the supervisory 
cost inspector’s letter included with enclosure (1). If further information or 
accounting assistance is desired in connection with enclosure (1), this office will 
be pleased to furnish such assistance upon request. 


FranK Ba.tpwin (by Direction). 





[First endorsement on OinC LA50 SCIWA ltr EN9/ND11/BSCIWA Healy/L10-3/CVBve Ser 64 0 
February 8, 1950 


From: Supervisory cost inspector, western area. 
To: Chief of the Bureau of Supplies and Accounts (Cost Inspection Service). 
ws BE Contracts NOy—12759, NOy-—12806, S. A. Healy Co., White Plains, 
. Y.; request for audit of books in connection with Senate bill 1816 ; advisory 
ead thereon. 


1. Subject report has been reviewed by the supervisory cost inspector and is 
forwarded for further review by Cost Inspection Service. 

2. Reference (a) suggested that this assignment be given to someone holding a 
certificate as a certified public accountant. Accordingly, the audit was made and 
the report prepared by Mr. C. B. Bigler, accountant CAF-—11, a certified public 
accountant in the State of Utah, a member of the mobile audit staff in the Los 
Angeles branch office of the supervisory cost inspector, who was assisted by Mr. 
H. M. Cronquist, accountant CAF-11, also a member of the Los Angeles branch 
office mobile audit staff. 

3. In connection with the review of subject report, the supervisory cost inspector 
submits the following comments: 

4. The original claim submitted by the contractor under both contracts 
amounted to $547,803.86. This amount represented a total over-all loss under 
subject contracts. After preliminary discussions with representatives of the 
supervisory cost inspector, the contractor made subsequent cost studies for the 

urpose of ascertaining the loss resulting from increased wage rates, labor reclassi- 

cations, and increased material prices. These subsequent studies indicated 
that the increased costs attributable to the above-mentioned causes amounted to 
$345,180.79, which amount was submitted to the cost inspector for audit as 
indicated in exhibit A of subject report. 

3. Attention is further invited to paragraph 8 of the basic letter which indicates 
that the contractor’s revised claim under contract NOy—12759 resulting from 
increased wage rates and material prices is for $123,159.45, whereas the over-all 
loss on the contract as originally claimed and as shown on exhibit B was only 
$34,995.62. In this respect attention is invited to exhibit A, which indicates 
that the cost inspector has recommended for acceptance costs totaling $74,482.21. 
If relief beyond the amount of the over-all reported loss under this contract is not 
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contemplated, then the amount recommended for acceptance should be reduced 
to $34,995.62. 

6. Attention is invited to paragraph 11 of the basie letter, which indicates 
the method used for the appropriate base for the determination of increase in 
labor costs. The supervisory cost inspector is of the opinion that the method 
used by the cost inspector is fair and equitable. 

7. Reference (a) of reference (a) requested information as to how much of the 
increase in wages may be attributable to forced employment of additional per- 
sonnel by agreement with various unions. In this respect, attention is invited 
to paragraph 15 of basic letter and exhibit A, schedule 3, of the report which 
clearly indicate the increased labor costs resulting from changes in workmen’s 
classifications and the employment of additional personnel not contemplated in 
the original estimates. The increases due to these causes and not contemplated 
in the original estimates are confined solely to contract NOy—12806. 

8. Reference (a) of reference (a) further requested information as to whether 
the records of the Navy Department indicate that other contractors on this 
same project suffered similar claim losses. Since this information is not available 
to the supervisory cost inspector, it is assumed that the information will be 
furnished by the Bureau of Yards and Docks. 

9. Attention is invited to paragraph 12c of basic letter, which indicates a break- 
down of the increased labor costs due to decisions of the Wage Adjustment Board 
and/or union agreement. The amounts set out therein for further consideration 
are based upon the fact that such increased wages were not mandatory upon the 
contractor. 

10. Prior to the completion of the formal report, a conference was held by the 
representatives of the supervisory cost inspector and Mr. J. 8. Barrett, at which 
time all pertinent matters and findings were discussed with him. 

11. After completion of the formal report the recommendations contained 
therein were discussed with Mr. Barrett who expressed the opinon that a thorough 
examination had been made and that the Navy accountants were conscientious 
in the presentation of their findings. However, he did not concur in the recom- 
mendations contained in subject report insofar as they relate to the amount of 
$84,057.38 set out for nonacceptance since he is of the opinion that relief should 
be granted in the amount of $345,180.79 now claimed by him. He further stated 
that he does not think it proper to recommend any items of cost for nonacceptance 
based on the fact that original cost estimates exceeded the actual costs. In this 
connection attention is invited to paragaphs 10 and 19 of basic letter. He also 
stated that those cost estimates do not constitute a basis for the determination 
of increased labor and material costs for the reason that they were prepared at 
the request of the Chief of the Bureau of Yards and Docks after completion of 
the work under the contracts. The purpose of the estimates being to develop 
costs by items of the contract to support the over-all loss on the contracts as shown 
on the contractor’s books. It is the opinion of the supervisory cost inspector 
that the afore-mentioned estimates should be used in the absence of those pur- 
portedly prepared before the execution of the contracts. Mr. Barrett informed 
the cost inspector that the cost estimates prepared for the purpose of making 
competitive bids cannot be inspected by the cost inspector at this time. 

12. Additional copies of the subject report and enclosure (6), the return of 
which was requested in reference (a), are being forwarded under separate cover 
(two packages) by regular mail, 

W. H. How ann. 





Navy DEPARTMENT, 
BurREAU OF SUPPLIES AND ACCOUNTS, 
Branch OFFICE OF THE SUPERVISORY Cost INSPECTOR, 
USN, Western AREA, 
Los Angeles 15, Calif., February 8, 1950. 

From: Officer in charge, Los Angeles branch office. 

To: Chief, Bureau of Supplies and Accounts (Cost Inspection Service). 

Via: Supervisory cost inspector, western area. 

Subject: Contracts NOy-12759, NOy-12806, S. A. Healy Co., White Plains, 
N. Y.; request for audit of books in connection with Senate bill S. 1816; advisory 
report thereon. 

Reference: (a) ChBuSandA (CIS) letter 14-1 (10) (DCL—1d) L4-3/EN5 of Octo- 

ber 3, 1949, to SCIWA. 
(b) SCIWA letter EN9/SCIWA NOy-12759/N Oy-12806/Lko of Octo- 
ber 6, 1949, to OinC LABO SCIWA, 
S. Rept. 355, 82-1-———-2 
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Enclosures: (1) Summary statement of contractor’s claim for increased labor and 
material costs under contracts NOy—12759 and NOy—12806 
(exhibit A) and supporting schedules 1 through 4. 

(2) Comparative statement of contractor’s cost and bid price under 
contract NOy—12759, as reported by contractor (exhibit B). 

(3) Comparative statement of contractor’s cost and bid price under 
contract NOy-—12806, as reported by contractor (exhibit C). 

(4) Contractor’s letter, NOy—12759, of March 18, 1948, to OinC of 

Construction, San Diego, Calif. (exhibit D). 

(5) Contractor’s letter, NOy—12806, of March 18, 1948, to OinC of 
Construction, San Diego, Calif. (exhibit E). 

(6) Copies of BuDocks ltrs, NOy—12759/12806, B-231 of September 
= 1949 to BuSandA (CIS) (DC) with enclosures (with original 
only). 

1. In compliance with the instructions contained in reference (a), a copy of 
which was forwarded to this office by reference (b), an audit has been made of 
the books and records of J. 8. Barrett, general contractor, Newport Beach, Calif., 
subcontractor, for the purpose of determining the loss, if any, incurred in the 
performance of the work under the subject contracts as a result of increased wage 
rates decreed by the wage adjustment board and material price increases approved 
by the Office of Price Administration. The records of the 8. A. Healy Co., prime 
contractor, were not inspected for the reason that they are not located in this 
area. As stated in enclosure (A) of reference (a), the prime contractor’s address 
is 14 Fisher Lane, White Plains, N. Y. Moreover, insofar as this office was able 
to determine, none of the costs incurred by the prime contractor resulted from 
the afore-mentioned labor and material increases. 

2. Brief comments pertaining to the historical background of the work per- 
formed under the subject contracts and the working relationship between the 
prime contractor and J. S. Barrett are reflected in paragraphs 3 to 5 of this report. 
The amount of the contractor’s claims incorporated into Senate bill S. 1816 as 
compared with the amount of the revised claims prepared during the examination 
are presented and commented upon in paragraphs 6 to 8. The contractor’s 
revised claims and the recommendations of the officer in charge are reflected in 
detail on exhibit A and its supporting schedules. A summary of these recom- 
mendations, together with comments regarding the nature of the audit and the 
costs which have not been recommended for acceptance, is presented in para- 

raph 9. 

? 3. Contract NOy-12759 was entered into as of August 14, 1945, and stipulated 
that the contractor would provide and secure certain concrete pipeline structures, 
complete and ready for use, under the San Diego aqueduct project. The work on 
this contract was started December 10, 1945, and completed September 16, 1947. 
The contractor’s bid for this work was $2,597,344.70, as compared to the highest 
bid of $3,777,350. Contract NOy-—12806 provided for the construction of four 
of the seven tunnels required on the afore-mentioned project. This contract was 
entered into as of August 22, 1945; the work was started November 19, 1945, and 
completed August 27, 1947. The contractor’s bid for the work was $874,218, as 
compared with the highest bid of $1,245,430. 

4. The primary reason for Navy construction of the San Diego aqueduct project 
was to insure an adequate unfailing water supply to military and naval installa- 
tions in the San Diego area. With the cessation of hostilities in World War II, 
the Navy Department drastically curtailed its public-works construction program. 
On October 6, 1945, the Secretary of the Navy decided to order the cancellation 
of the emergency aqueduct project. However, the city of San Diego and the 
county water authority sent representatives to Washington, D. C., and a contract 
was agreed upon whereby the Navy would continue with the construction work 
and the city of San Diego would repay the Government for the cost thereof. 
(From Report on the Need, Preconstruction Planning, Administration, Construc- 
tion History, and Financing of the San Diego Aqueduct Project, July 1948, 
Eleventh Naval District, San Diego, Calif.) 

5. On January 1, 1946, after the completion of only a minor amount of field 
work, 8S. A. Healy Co. entered into a subcontract agreement with J. 8S. Barrett 
whereby Barrett would assume all further liability for completion of construction 
work required under the contracts. Included in this agreement was the stipula- 
tion that Barrett would reimburse the Healy Co. for all expenditures it had made 
under the contracts to January 1, 1946, and for any subsequent work performed 
thereunder, except for the bidding expense and the main office overhead. Further, 
Barrett was to assume all outstanding orders, commitments, or obligations of the 


wa 
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prime contractor in connection therewith. The prime contractor was to furnish 
the subcontractor with certain equipment (set forth in schedule A of subcontract 
agreement) for use without charge except for repairs and upkeep. Upon com- 
pletion of the work, this equipment was to be returned to Healy Co. in the 
same condition as received, ordinary wear and tear excepted. Certain other 
equipment (set forth in schedule B of the subcontract agreement at a value of 
$161,651.25) was to have been purchased by Barrett from the Healy Co. The 
agreement further provided that the subcontractor would bill the prime con- 
tractor on an estimated basis as the work progressed. The prime contractor 
would in turn bill the Government under the terms of the contract, and, upon 
receipt of payments from the Government, the amount thereof less a deduction 
of 6.07 percent representing the Healy Co. fee would be remitted to the sub- 
contractor. 

6. Senate bill S. 1816 provides “‘ That the Secretary of the Treasury is authorized 
and directed to pay * * * to the S. A. Healy Co., as the contractor under 
contracts Nos. NOy-12759 and NOy—12806, the amounts not to exceed $34.995.62 
and $512,808.24 under the respective contracts as reimbursement for, and in 
full settlement of all claims against the United States on account of increased 
compensation resulting from action by the Government’s wage adjustment board 
in authorizing increases in the rates of wages payable under the con- 
tracts * * *,” Although the Senate bill was introduced for the relief of 
the 8. A. Healy Co., it appears from enclosure (A) to reference (a) that J. 8. 
Barrett will be the ultimate recipient of any relief granted by Congress in view 
of the fact that practically the entire job was subcontracted to Mr. Barrett. 
In view of this working relationship and the fact that both the prime contractor 
and the subcontractor worked together on the preparation of the claim, it would 
appear unnecessary, except in a few instances, to differentiate between the two 
in the remaining comments and the exhibits of this report. Therefore, the title 
“contractor” includes both the 8. A. Healy Co. and J. 8. Barrett. 

7. The reported losses on the contracts for which relief was sought through 
Senate bill 8S. 1816 were developed by the contractor and were supported by 
schedules showing the original cost estimates used for bidding purposes, final 
costs to completion of the work under the contracts, and a comparison between 
final costs and the original cost estimates. This information is summarized on 
exhibits B and C. A review of the supporting data by this office indicated that 
the amounts reflected in Senate bill S. 1816 represented over-all losses on the 
contracts and that only a portion of the total amount claimed could be attributed 
to increases in wage rates and material prices subsequent to the execution dates 
of the contracts. Furthermore, an examination of the contractor’s accounting 
records disclosed the fact that those records had not been maintained in a man- 
ner which would permit readily the determination of the loss sustained under the 
contracts as a result of increased wages and material prices. 

8. In view of the situation reported in paragraph 7, the contractor made subse- 
quent cost studies for the purpose of more accurately ascertaining the loss result- 
ing from increased wage rates, labor reclassifications, and increased material prices. 
Whereas the contractor sought relief in the amount of $547,803.86 under United 
States Senate bill S. 1816, these subsequent studies indicate that increased con- 
struction costs attributable to the above-mentioned causes amounted to $345,- 
180.79 as shown on exhibit A. It was the expressed intention of the contractor 
that the revised claims totaling $345,180.79 for the afore-mentioned increased 
costs would supplant and supersede the claim for like costs included in the original 
claims. The contractor’s right to claim the remaining $202,623.07 would not be 
affected thereby. The revised claims were submitted to this office for audit. A 
break-down of the claims by types of cost and by contracts follows: 


Contract | Contract 





| NOy-12759 | NOy-12806 Potal 
} } 
. . | ; ; 
foo: a ee oi tiie : $96,888.91 | $93,342. 29 $190, 231. 20 
Labor reclassifications . ___...-- pa REAL RCN Le 5 coeen al 72, 433. 45 72, 433. 45 
96, 888. 91 165, 775. 74 262, 664. 65 
a no cae ccemescnnantl 26, 270. 54 | 56, 245. 60 82, 516. 14 





WEL Schdepanececs badlinpcunmeadSevcdbesedsawctubionnnbha | 123, 159. 45 222, 021. 34 | 345, 180. 79 
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Attention is invited to the fact that the contractor’s claim on contract NOy- 
12759 for increased construction costs which resulted from increased wage rates 
and material prices is for $123,159.45, whereas the over-all loss on the contract 

as shown on exhibit B was only $34,995.62. This difference may be accounted 
for by the fact that on some other items of cost the estimated amount exceeded 
the actual cost, thereby tending to offset the loss incurred as a result of increased 
wage rates and material prices. Based upon the audit of the afore-mentioned 
claim for $123,159.45, the officer in charge has recommended for acceptance costs 
totaling $74,482.21 as shown in the following paragraph. Inasmuch as this 
amount also is in excess of the reported over-all loss on the contract, the recom- 
mendation for that amount is contingent upon the extent of and the basis for the 
relief, if any, granted to the contractor. In other words, if relief beyond the 
amount of the reported loss on the contract is not contemplated, the amount 
recommended for acceptance by the officer in charge should be reduced to 
$34,995.62. 

9. Based upon an audit of the contractor’s revised claims, the recommendations 
of the officer in changes are eummarino’ in the following tabulation: 











ee 

Contract Contract 
| Noy-12769 i NOy-12806 Total 

- ie r a oe ge i ont 
For acceptance. ww caldamebeis Ue ecbeeonn | $74,482.21 | $89, 054.72 | $163, 536. 93 
RY ESSE LE ep eee ee ee ae ee 25, 225. 11 | 58, 832. 27 | 84, 057. 38 
BO RE ND io ie rnin einen <ninneem an dpucotaiepaabnen 23, 452. 13 | 74, 134. 35 97, 586. 48 

ee i anda: Oe EL RE OR | 123, 159. 45 | 222, 021. 34 “345, 180. 79 





Details with respect to these amounts are shown in enclosure (1). The amounts 
recommended for acceptance represent ‘‘out-of-pocket expenses,’’ and, insofar 
as this office was able to determine, no portion thereof constitutes items of profit 
to either S. A. Healy Co. or J. S. Barrett. The nature and scope of the audit, 
the reasons for the exceptions taken to costs claimed by the contractor, and 
problems peculiar to the assignment are outlined in the remaining paragraphs of 
this report. Attention is also invited to the footnotes on exhibit A and its sup- 
porting schedules. 

10. It will be observed by reference to exhibits B and C that the contractor’s 
original claim for increased labor costs ($144,073.95 on contract NOy—12759 and 
$257,952.85 on contract NOy—12806) represents the difference between the actual 
labor cost incurred and the amount reflected in the contractor’s cost estimates, 
These estimates reflected in considerable detail the number of man-hours, accord- 
ing to labor classifications and wage rates, required to complete individual con- 
tract items. Likewise, the quantities, type, and unit price of materials required 
on each item of the contract were shown in considerable detail in the estimates. 
The contractor’s total estimated cost of labor, material, equipment rentals, over- 
head, and profit by items of the contracts constituted bid proposals which in the 
majority of cases were identical to the unit prices set forth in the executed con- 
tracts. In view thereof, it is the opinion of the officer in charge that payments 
received under the contracts in effect reimbursed the contractor for labor and ma- 
terial costs in the amount and to the extent that said costs were included in the 
cost estimates and became an integral part of the fixed unit prices for contract 
items. Therefore, unless the actual cost of labor and material exceeded the cost 
anticipated therefor in the cost estimates, the contractor’s claim for loss incurred 
as a result of increased costs of this type have been recommended for nonaccept- 
ance in this report. 

WAGE-RATE INCREASES 


1. The recommendations of the officer in charge with respect to the contrac- 
tor’s revised claim for loss because of wage increases follows: 


| 
| 


| Recommended for— 


Classification ee See ve ee 











claim { ' 
, | Nonaccept- | Further con- 
Acceptance | ance sideration 
sendin ieeacaiatia mercailncai enema ae ten tadeisianith piemeinteited nahin fcc ei titans a a 
| 

ee I ns dsc ietininilan -| $96, 888. 91 $51, 485. 99 $21, 950. 79 $23, 452. 13 
ee Se ee er ee | 93, 342. 29 29 | 40, 887. 97 36, 801. 90 15, 652. 42 
So oa tee cache ebecaLbecakeoete Pr “190, 231. x | ~ 92, 373. 96 | 58, 752. 69 39, 104. 55 
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‘Lhe contractor’s revised claim for wage-rate increases was based upon the 
difference between his going wage scale as of August 17, 1945 (the approximate 
date of execution of the contracts) and increases put into effect by him on October 
5, 1945, August 12, 1946, and July 31, 1947. In the opinion of the officer in 
charge, the appropriate base for the determination of the increase in labor cost 
as a result of increase in wage rates should be the highest of the following: 

(a) Wage rates incorporated in the contractor's cost estimates—see paragraph 
10. 

(6) Minimum wage rates to be paid per Navy contract specifications. 

(c) Contractor’s going wage scale as of August 17, 1945. 

Therefore, the recognized increase in each wage rate was the difference between 
the appropriate base rate and the authorized rate (sce par. 12) or the actual rate, 
whichever was the lower. This difference in opinion as to what constituted the 
proper base for the determination of wage rate increases accounts, in the main, 
for the fact that labor costs in the total amount of $58,752.69 have been recom- 
mended for nonacceptance. In this connection, attention is invited to the case 
of foremen outlined in paragraph 13, and to power-equipment operators com- 
mented upon in paragraph 14. 

12. It appears that the following decisions and/or agreements constituted the 
contractors authorizations for the increased wage rates paid to the various 
classifications of workmen: 

(a) As of October 5, 1945: Wage adjustment board approval for building and 
construction work, case No. 52-8099 dated October 12, 1945 (applicable to non- 
Federal work in process only). 

(b) As of August 12, 1946: Wage adjustment board approval for building heavy 
and highway construction and for Federal and non-Federal construction, case 
No. 52—13594 effective July 25, 1946. 

(c) As of July 31, 1947: Resolution to continue AGC-AFL southern California 
master labor agreement effective May 1, 1947. 

The amounts recommended for acceptance and for further consideration are 
shown below by contracts and by the afore-mentioned authorizations for wage 
rate increases: 


Contract N Oy-12759 Contract N Oy-12806 


as aS c + sj » ag ses = 
Bases for rate increases Pas farther 


-»onsidera- 
ance = + lera ance 


For further 


| For accept- i 
| For accept considera- 


For accept- 


tion tion 
Wage adjustment board case No. 52-8099__......._.____!_- = $9, 898. 78 $13, 632. 87 
Wage adjustment board case No. 52-13594______________| $51, 485. 99 ; $40, 887. 97 a : 
Union agreement dated May 1, 1947_____- eek he SE er nae 13, 553. 35 2, 019. 55 
tO re a 51, 485. 99 23, 452. 13 40, 887. 97 15, 652. 42 


The increased labor cost based on wage adjustment board case No. 52-8099 has 
been recommended for further consideration rather than acceptance for the 
reason that an addendum to the decision under that case provided that ‘‘payments 
of the increased rates is not authorized on Federal construction work in progress.”’ 
The contractor contended that he would not have been able to retain his workmen 
or proceed with construction work if he had not paid the same wage scale appli- 
cable to other construction work in the area. Wage adjustment board case No. 
52-13594 appears to have been approved for both Federal and non-Federal 
construction work in progress in accordance with information set forth in labor 
agreement between southern California general contractors and American Federa- 
tion of Labor building and construction trades unions, effective May 12, 1941, to 
May 1, 1947, revised June 3, 1946. Therefore, the additional labor costs incurred 
thereby have been recommended for acceptance. Inasmuch as the wage adjust- 
ment board was not empowered to approve or otherwise control wage rates in 
1947, the increased labor cost based on the union agreement dated May 1, 1947 
has been recommended for further consideration rather than for acceptance. 

13. As stated in paragraphs 10 and 11, the officer in charge is of the opinion 
that in certain cases the wage rates set forth in the contractor’s cost estimates con- 
stitute the proper bases for the determination of increases in labor cost. In this 
connection, attention is invited to exhibit A, schedules 1 and 3, wherein it will be 
noted that a large percentage of the amount recommended for nonacceptance re- 
lates to foremen. The contractor’s cost estimates provided for a rate of $2 per 
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hour for various classes of foremen. Therefore, in order to ascertain the accept- 
able increase in labor cost due to the increase in foremen’s rates, $2 per hour was 
used as a base. The contractor based his claim on the difference between the 
actual rates paid during the course of construction and the rates he claimed were 
in effect as of August 17, 1945. The contractor contended that the $2 rate was 
not only meant to cover foremen’s wages but also their traveling expenses which 
he stated are customarily paid to foremen in the heavy construction industry. 
Allowances to employees for travel expense is normally not incorporated into an 
hourly rate; rather, if and when made these allowances are charged to a travel 
expense account and do not therefore constitute labor cost. In this connection, 
the rates set forth in the rate schedules referred to in paragraph 12 apparently do 
not include any allowance for travel. In view of the foregoing and the fact that 
the travel allowance, if any, included in the $2 rate was not susceptible to an 
accounting determination, the officer in charge is of the opinion that the entire $2 
reflected in the original cost estimates should be considered an hourly wage rate 
for the purpose of determining the amount of the contractor’s labor cost increases. 
If, under the circumstances, it were deemed advisable to disregard the $2 rate as a 
base and grant relief to the contractor on the higher of base (6) or (c) reflected in 
paragraph 11, labor costs recommended for acceptance on exhibit A would be 
increased and costs recommended for nonacceptance would be decreased by the 
following amounts: 


Contract NOy-12759_____._.__-.--.- 2 _. $6, 958. 17 
Contract NOy—12806 ce 5, 927. 88 


Ruin pide Jee es Pit <thiata ..-. 12, 886, 05 


14. It will be observed by reference to exhibit A, schedule 3, that labor increases 
for power equipment operators in the amount of $3,490.35 have been recom- 
mended for nonacceptance. Of this amount, $2,974.91 is attributable to the fact 
that the contractor paid 12% cents more per hour to general plant operators than 
was provided in wage adjustment board schedules and union agreements. The 
contractor contended that these employees were in reality compressor operators 
who, according to union demands, were entitled to said 12% cents per hour extra 
due to the fact they operated more than one compressor. Insofar as it could be 
determined, the above-mentioned wage schedules do not provide for this additional 
compensation. The contractor has not been able to furnish evidence in writing 
that such additional compensation was demanded by the union. 


(\. | See wi 


LABOR RECLASSIFICATIONS 


15. The contractor’s claim in the amount of $72,433.45 for increased labor 
costs resulting from changes in workmen’s classifications and the employment of 
additional personnel not contemplated in the original estimates is confined to 
contract NOy-12806. The recommendations of the Officer in Charge in regard 
to the amount claimed are as follows: 


For acceptance ; bo. 
For nonacceptance. oe ere ; $13, 951. 52 
For further consideration _ __- DUS : et 58, 481. 93 





Wee el a ae . tes. : Seiwa FR, 48846 


A breakdown of the claim by labor classifications is reflected on exhibit A, 
schedule 3. 

16. Although the claim is predicated upon demands purportedly made by 
labor unions, the contractor has not furnished this office with any written evidence 
from the unions to support the contention that such classification changes and 
employment of additional personnel were required in order to complete the work 
under the contract. The officer in charge of construction, Eleventh Naval 
District, San Diego, Calif., was contacted for the purpose of ascertaining whether 
the files of the district public works officer contained any documents which wouid 
substantiate the contractor’s claim. A review of the files did not disclose the 
existence of any demands relative to this matter from the labor unions or a record 
of the contractor having filed any formal complaints on demands of the unions 
with respect to labor reclassifications. Based upon the foregoing, none of the 
costs claimed has been recommended for acceptance. 

17. An audit of the claim commented upon in paragraph 15 disclosed that the 
contractor did hire the workmen in the stated classifications, that the wage rates 
upon which the claim was based were paid, that the reported man-hours were 
correct (except for minor adjustments), and that, except for electricians, no 
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provision of the labor classifications for which claim was made was included in 
the detailed cost estimates submitted with exhibit D. As shown on exhibit A, 
schedule 3, the $13,951.52 recommended for nonacceptance includes the con- 
tractor's claim for all wages paid to electricians. This amount, together with 
applicable insurance and social security taxes, has been recommended for non- 
acceptance for the reason that the anticipated electricians’ wages as provided 
in the cost estimates exceeded the electricians’ wages actually paid. Since the 
actual cost was less than the amount of electricians’ wages included in the esti- 
mates, in the opinion of the officer in charge, the amount claimed did not constitute 
a part of the loss sustained under contract NOy—12806. 

18. In paragraph 16 it was stated that the contractor’s contention regarding 
demands of the unions could not be supported by written evidence. Neverthe- 
less, it is entirely possible that certain verbal demands resulting in labor reclassi- 
fications were made in the field by the labor unions. For that reason, $58,481.93 
of the $72,433.45 claimed by the contractor has been recommended for further 
consideration. 

MATERIAL PRICE INCREASES 


19. As stated in paragraph 1 of this report, the assignment made by reference 
(a) stipulated that an audit should be made to determine the contractor’s loss, 
if any, incurred as a result of increases in prices of materials approved by the 
Office of Price Administration. The contractor’s claim in the amount of $82,- 
516.14 included all price increases encountered over the entire period during 
which work on the contracts was performed, rather than just those increases 
approved by the Office of Price Administration. Under the circumstances out- 
lined in the remaining paragraphs of this section of the report, exception has not 
been taken to the fact that the claim was not confined to price increases attributa- 
ble directly to aetions of the Office of Price Administration. The recommenda- 
tions of the officer in charge are summarized below: 


Recommended for 





ne er aa 
claim . 
Aerentanca | Nonaccept- 
Acceptance ance 
Contract N Oy-12759__._....-. Geis eacan ns aaiemee rade ed -| $26, 270. 54 $22, 996. 22 $3, 274. 32 
Contract N Oy~12806____..._.- udandces dn aeeweden weet cs 56, 245. 60 48, 166.75 8, O78. 85 
EE a ek ia on - sis wher uaeeteniaieaiaietas biel $2, 516. 14 1, 162. 97 11, 353. 17 


It will be observed by reference to the footnotes on exhibit A, schedules 2 and 
4, that approximately 90 percent of the $11,353.17 recommended for nonacceptance 
represents claims for material price increases which, in the opinion of the officer 
in charge, did not contribute to the loss under the contracts for the reason that the 
actual outlay for the materials did not exceed the anticipated costs therefor set 
forth in the contractor’s cost estimates. Attention is invited to paragraph 10 of 
this report for additional comments relative to the use of cost estimates as a base 
for the determination of price increases. 

20. In the main, the contractor’s claim for increases represents the excess of 
the total purchase price of individual types of units over either the contracted 
price at the date of execution of the contracts (as in the case of purchase contract 
for petroleum products with a major oil company) or the lowest unit price paid 
for a given article after the starting date of work under the contracts regardless 
of when purchased. With respect to the classifications of automobile parts, 
electrical supplies, hardware-small tools, and miscellaneous supplies, the con- 
tractor’s claim was based upon average percentage of increase information obtained 
by him from his suppliers. This office has accepted the contractor’s procedure 
except that in those cases where materials purchased were indentifiable by de- 
scription and price on the original cost estimates, those prices were used as a base 
for the determination of the amount of the increases. In the case of lumber 
purchases, the base price was determined in the manner and for the reasons set 
forth in footnote (2) on exhibit A, schedules 2 and 4. 

21. As stated in paragraph 19, reference (a) contemplated that an audit would 
be made to determine the amount of increased construction costs resulting from 
price increases approved by the Office of Price Administration. In this connection 
it was determined that the Office of Price Administration was empowered to con- 
trol material prices for only a portion of the period during which work under the 
contracts was performed. Due to the disestablishment of the Los Angeles Office 
of Price Adnfinistration, the dates on which controls on the myriad types of 
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materials purchased for the contracts were removed could not be ascertained. 
For the same reason, this office was unable to obtain approved material price 
schedules in effect during 1945 and 1946 for the southern California area. Infor- 
mation secured from former employees of the Office of Price Administration 
indicated that all records pertaining to price controls had been shipped to the 
Archives, Washington, D. C., for storage. It is the opinion of the officer in charge 
that increases incurred prior to the decontrol of material prices could be attributed 
to action taken by the Office of Price Administration for the reason that vendors 
were required to state on all invoices that prices charged were not in excess of 
those authorized by the Office of Price Administration. The increases claimed on 
materials purchased subsequent to price control conceivably consisted of increases 
approved during the time prices were controlled and increases imposed subsequent 
to the lifting of controls. Therefore, in the absence of schedules reflecting ap- 
proved price increases and the dates on which controls on various items were 
lifted, it was impossible to ascertain the exact amount of the increases attributable 
to each period. This situation accounts for the fact that certain of the costs 
recommended for acceptance in paragraph 19 may not have resulted from price 
increases approved by the Office of Price Administration. 

22. The costs recommended for acceptance and for further consideration in 
this report represent increases in labor and material costs not anticipated in the 
original cost estimates used for bidding. No attempt has been made to deter- 
mine the amount by which cost estimates exceeded actual costs. 

23. The report referred to in paragraph 4 indicated that Capt. Roy W. Fowler, 
CEC, USNR, was the contract superintendent of the public works department, 
and that the contract section was under the supervision of Mr. M. Greenbaum. 
On December 29, 1949, representatives from the Los Angeles branch office of the 
supervisory cost inspector, western area, met with Captain Fowler and Mr. 
Greenbaum at the office of the district public works officer, San Diego, Calif. 
Prior to the conference, neither Captain Fowler nor Mr. Greenbaum was aware 
of the subject assignment. Therefore, the purpose of the audit, problems pecul- 
iar to the assignment and the findings to that date were discussed with them. 
With the permission and cooperation of Captain Fowler, the files of his office were 
reviewed for the purpose of obtaining therefrom any information pertinent to the 
subject assignment. A second conference was not held with Captain Fowler 
upon completion of the audit for the reason that all matters of paramount im- 
portance were discussed during the first conference. 

24. Enclosure (6) is returned in accordance with the instructions contained in 
paragraph 4 of reference (a). 


T. H. FENSKE. 


Exnisirt A.—S. A. Hraty Co., Contractor, J. 8S. BARRETT, SUBCONTRACTOR 
Newport Beacu, CAtir. 


Summary statement of contractor’s claim for increased labor and material costs 
under contracts NOy-12759 and NOy-12806 


Recommended for 


Contractor's : 6 a eke tc Tee 
claim r . 
eer , | Nonaccept- | Further con- 
Acceptance ance sideration 
Contract N Oy-12759: | 
Labor cost increases due to increases in | 
wage rates (exhibit A, schedule 1) $96, 888. 91 $51, 485. 99 $21, 950. 79 | $23, 452. 13 
Material price increases (exhibit A, sched- | | 
ule 2) os ‘ ee hail eokk 26, 270. 54 | 22, 996, 22 | 3, 274. 32 | -. i snes wanes 
| 123,159.45} 74,482.21 | 25, 225,11 | 


23, 452. 13 








Contract N Oy-12806: 
Labor cost increases due to: | 
Increases in wage rates (exhibit A, | } | | 
schedule 3) | 93, 342. 29 | 40, 887. 97 36, 801. 90 | 15, 652. 42 
Cnanges in labor classifications (exhibit | 
A, schedule 3) . a 


2, 433. 45 | ...--- teal 13, 951. 52 | 


58, 481. 93 
165,775.74 | 40,887.97 | 50, 753. 42 | 


74, 134. 35 
Material price increases (exhibit A, sched- 





ule 4) 56, 245. 60 48, 166. 75 ae ee 
222, 021. 34 | 89,054.72 | 58,832.27 74, 134. 35 
De ee "345, 180.79 | 163,536.93 | 84, 087. 38 97, 586, 48 








rn 





: 
i 
; 
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ScHEDULE 1.—Contractor’s claim for increased construction costs resulting from 
increases in wage rates under contract NOy—12759 





1 

















} 
i 


Recommended for 
Classification Co — . - a 
| Acceptance | Nonaccept- | Further con- 
i desi ance | sideration 
=e — ; ——- —EE a — 
Foremen: | | 
a $8, 698. 24 a eal CDE Flos ccciccaces 
I 6d LSS, 6 ann asidtigndddd-ubiaaaatnatihhe 2, 190. 14 | Sa 2, 190. 14 }-... 
8 De ons nents cence e icteainae 835. 24 | 5 $106. 20 
NG BE inn eeneecaenanentaiihe SE encienaee cas 3, 711. 78 | 5 76.77 
a aa inanmandelll | ie Ts IE Ciccctsasctceis ss 
‘ | 4 322. 08 
Carpenter.j..............:.-.2.- ae 4,648.58 | $3,122.40 (1. 23)|{ \iate 
Cettient firietier.<...... 0... — 59. 12 | RZ et | 5 54. 86 
; ose di - f 4 209. 06 
Drillers... ........ sexe pidesne “ 3,527.26 | 2, 868. 10 10 |} 5 450. 00 
Pe. ES eae ee ee Fo 3, 660. 76 | 1, 998. 26 1, 082. 46 | 5 580. 04 
a ome. | aaa mee ome 412.00 
MI a iiss 5 don 000d58s2bhde kn concainc | 569. 75 319. 55 (5. 00) { 5243, 20 
Stee ae Sos | 34,506.32 | 22,414.77 1,002.32 { | 5643.52 
} y BLO. é 
RN oe nea 1, 665. 76 | A aie ee eae { ca 
Power-equipment operators. .............._._. 11, 856. 07 | 8, 615. 48 248. 67 { va 4 4 
Tp —— ~ | nae: os f 41,915.44 
see O55 os ee es ee, cere 9 | 12, 706. 37 | 8, 021. 33 | 908. 10 \ 5 1 861. 50 
Cee ne | 89,052.31 | 48,174.03 | 118,034.77 | 21, 943. 51 
Insurance and pay-roll taxes... ...............-- 7, 836. 60 | 3,311.96 | 23,016.02 | 1, 508. 62 
Denne Ad. -.--s-s0.------------ | 96, 888. 91 | *51,485.99 | 21,980.79 | #23, 452.13 





1 In the majority of cases the items included in this total were recommended for nonacceptance for the 
reason that, in the opinion of the officer in charge, they did not contribute to the loss under the contract. 
Additional comments in regard thereto are contained in paragraphs 10 to 14 of this report 

? Contractor has applied an over-all rate of 8.8 percent to cover insurance and pay-roll taxes. Audit of 
records revealed that an average rate of 6.875 percent was actually paid during the period covered by this 
claim. This latter rate has been applied to the amounts recommended for acceptance and the difference has 
been absorbed in the amounts recommended for nonacceptance. 

’ Basis used for determination of amounts recommended for acceptance and fcr further consideration is 
discussed in paragraphs 11 and 12 of this report. 

‘ Increase based upon Wage Adjustment Board Case No. 52-8099. Notappro.cd for Federal construction 
work in progress. 

5 Increase based upon union agreement effective May 1, 1947. 


NoTEe.— Parentheses indicate red figures. 
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ScHEDULE 2.—Contractor’s claim for increased construction costs resulting from 
increases in price of materials purchased under contract NOy-12759 

















Recommended for— 
| Contractor’s | ———_ eee prea rreree 
claim i. Te 
sntanca | Nonaccept- | Further con- 
Acceptance ance | sideration 
sialic ined cil ot i a | Se aitnaiee 
Gasoline, oil, lubricants. ....................--- $5, 094. 48 $5, 095. 96 Ct gaze se 
ee jase 1, 495. 43 1, 091. 58 | DR De ee we 
PORE GUO TOI eo ce nniciscwiece canons 46 a ee 4 - SSS f--;<...-..-- . 
Freight on sand and gravel... ........-.------.- 256.00 }.......- ace SD beech eet cs <6 
Reinforcing steel . ...................- (ttosawid 480. 06 806. 10 | 4 (326. 04)/_..._- ‘ 
TN ia agg oe echeeene 561. 59 NR Re cee een -| % aid 
Re 870. 34 870. 34 |_.-. ; u 
Maintenance and repairs: Heavy equipment--- 2, 308. 49 2, 310. 49 4 (2. 00)]-- 
Automotive parts.- enc iat alls wile coahocdli 4, 112. 38 4,112.38 j.... . 
Prenton equinment !._...................... | 2, 565. 00 2, 565.00 |.....- _ 
Hardware: Small tools__................- ee 2, 798. 12 2, 708. 12 }...... Z ; 
Miscellaneous supplies. --.-........----.-----.- | 2, 784. 66 | 2, 784. 66 ia se meneateeasaee 
TD CAI DD ices hls 2st 26, 270. 54 | 22, 996. 22 | SRO fic acndidccsens 





1 Covers expenses in connection with the moving of equipment, including freight on equipment returned 
to the prime contractor by the subcontractor. 

2 With respect to lumber, the contractor’s claim represents difference between actual cost of lumber pur- 
chased and the cost based upon the lowest price paid for a given size regardless of grade. In view of the 
fact that a base price for each size, grade, and length of lumber purchased was not readily available, the 
price increase for 1-inch, 2-inch, and 4-inch lumber recommended by the officer in charge is based upon the 
average cost of each of these sizes purchased in January 1946. The unit price for timber included in the 
contractor’s cost estimate (bid) was higher than the purchase price. See paragraphs 10, 19, and 20 of this 
report for additional comments relative to the use of the contractor’s cost estimates as a base for the de- 
termination of material price increases. 

8’ Unit price per contractor's cost estimate (bid) exceeded unit price of material purchased, including 
freight. See additional comments in paragraphs 10 and 19 of this report. 

4 Amount recommended for acceptance exceeded amount claimed by contractor for the reason that the 
audit disclosed errors in computations and/or selection of incorrect base prices. 


NotTe.—Parentheses indicate red figures. 
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ScuEepute 3.—Contractor’s claim for increased construction costs resulting from 
increases in wage rates and reclassification of labor under contract NOy—12806 


Recommended for 


" cae Contractor’s aa 
Classification | SrACnOr S 











ot Acceptance Nonaccept- | Further con- 
Accepranc ance sideration 
Increase in wage rates: 
Foremen: 
ebay shcltical ts $67. 66 
Tunnel JS Sada aemeaboinigh A a - 17, 465. 87 
Walking boss . el aaubal 408.00 |.....-- rs 408. 00 ; 
OS ae cvsees sath 1, 542. 00 sehen 1, 542. 00 |-.-- ; 
RE rice ica ociacceans nouns BT rer ticsrinsies 1, 233. 65 7 $3. 80 
Cc nnncwena j 2 ee seal 2, 940. 00 |...... 2, 940. 00 }...-- 
6 301. 5 
Carpenters...........-.---- ; 1, 234. 98 $835. 50 bey 
Cement finishers. -----.- es ae 360. 81 344. 31 . 82 715. 68 
‘ 6190 £3 
Drillers a ee a eee 9, 326. 64 8, 859. 55 5.40 |! aoe 
| 7351.16 
a ae ae eee 177. 30 140. 85 3 Se; 3 
Ironworkers..........-- Se ae ae 65.75 |_- 6 65. 75 
: . en 108 ¢ on noe oF o a7 & f 610, 440. 67 
Laborers - - - i a ee eee 36, 136. 34 21, 523. 97 3, 327.51 |} 7944.19 
: se s 7 5 ee 61,175.83 
Power-equipment operators-_._._- ares 9, 737. 79 4, 590. 07 3, 490. 35 |} 7481.54 
. : | eae 6 286. 55 
i a i ae 1, 322. 71 §38. 82 157. 32 { 740 0 
82,023.10 | 37,133.07 | 1 30,675.03 14, 215. 00 
Insurance and pay-roll taxes... ......_-- 11, 319.19 : 2 6, 126. 87 1, 437. 42 
WEE a ted dasninnknentuund Mia aekaeane 93, 342. 29 40, 887. 97 36, 801. 90 $15, 652. 42 
Additional labor by changes in classification: 
Electricians __------ aaaeeess foes 10, 954. 72 |_ oto 3 10, 954. 72 ay 
Plumbers ; REED ae 8, 340. 31 2 8, 340. 31 
Power-equipment operators: 
Heavy-duty repairmen 15, 487.31 |...- ae ee 416. 25 15, 903. 56 
Shovels less than 1 cubic yard and 
mucking machines. -_- bcdacetaatead 28, 867. 44 28, 867. 44 
63, 649. 78 |_- 10, 538. 47 
Insurance and payroll taxes a ge 8, 783. 67 c 23, 413. 05 
Total mi tae a 72, 423. 45 x Z 13, 951. 52 4 58, 481. 93 
Grand total (exhibit A)..............--. 165, 775. 7 5 $40, 887. 97 50, 753. 42 74, 134. 35 


1 In the majority of cases the items included in this total were recommended for nonacceptance for the 
reason that, in the opinion of the officer in charge, they did not contribute to the loss under the contra 
Additional comments in regard thereto are contained in paragraphs 10 to 14 of the report. 

? Contractor has applied an over-all rate of 13.8 percent to cover insurance and payroll taxes Audit of 
records revealed that an average rate of 10.112 percent was actually paid during the period covered by the 
contractor's claim. This latter rate has been applied to the amounts recommended for acceptan 
further consideration, and the difference has been absorbed in the amounts recommended for nonacceptance. 

’ The entire amount of the claim for additional] electricians employed has been recommended for non- 
acceptance due to the fact that the contractor's original estimate contemplated the hiring of workmen in 
this classification and the contractor has in effect already been reimbursed under the contract for this expen- 
diture. Furthermore, the amount originally estimated to be expended for electricians was greater than the 
amounts actually paid to workmen in this classification. 

4 Comments relative to items of labor changes in classification recommended for further consideration are 
set forth in paragraphs 15 and 18 of report. 

5 Basis used for determination of amounts of wage rate increases recommended for acceptance and for 
further consideration is discussed in paragraphs 10 to 14 of report. 

6 Increases based upon Wage Adjustment Board Case No. 52-8099 not approved for Federal construction 
work in progress. 

7 Increase based upon union agreement effective May 1, 1947. 

§ Contractor stated in revised claim that prior to reclassification (hiring of additional workmen) regular 
mining crewmen performed this work as a part of their duties. 





te 
ol 


ct nd tor 





Norte.—Parentheses indicate red figures. 
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ScHEDULE 4.—Contractor’s claim for increased construction costs resulting from 
increases in price of materials purchased under contract NOy—12806 

















Recommended for 
Contractor’s , 
claim - | = 
Noanaccept- | Further con- 
Acceptance ance sideration 
Gasoline oil, lubricants......_.._............_- $6,940.21 | $6,951.51 | 9 (92.20)|.------ 
. ; ee SNE Paks ciieceues 
Drill steel and bits..................-....---.-- 6, 457. 59 over { {epee 
Leber ene Mee |... nin oendudda 5, 981.73 | 4306.39 1. 92, Ges t232.._.-..... 
NSS SES ERE SF 2, 544. 68 1, 913. 16 | PEs tl ccenese 
Freight on sand and gravel__._................- SUE Sin: & ascscapitint ads -ol 06 Seeds foud.s...--.. ‘ 
I ee camamennie a 908. 30 1, 099. 58 | ORE MENIRil sth wscnenns 
TD. cre ee DOT GE OE 766.05 | BD fat ann debe Pe oe 
Pe OI Ron og 5. cciencrevevnenseeotin< 1, 187. 19 | EERE In cionnctimiettiiteaces yicevece 
| ON 
Maintenance and repairs: Heavy equipment.__ 4, 490. 26 3, 963. 76 ‘wT... 
TGR ho osiius 22... 
I 5, 609. 55 TE ilies eSuccomiec ek siedaieitimt anit 
Freight on equipment !______...-._.---_2-_ _. 3, 498. 82 NS SS a edinminarcee 
Hardware: Small tools--___- seuibiedesecnesine | 3, 816. 82 eS ere Ms LESS Beso i 
Electrical supplies.__............._- LEP L ----| 3, 819. 87 | i a A Rai Ls com 
Miscellaneous supplies. ._.............-.-...-.- 3, 798. 45 | 3, 708.45 |.......- Tian 
Total (exhibit A)............... soesbiamtians 56,245.60 | 48, 166.75 | Ss Heese 
| | t 


1 Covers expenses in connection with the moving of equipment, including freight on equipment returned 
to the prime contractor by the subcontractor. 

2 With respect to lumber, the contractor’s claim represents the difference between actual cost of lumber 
yurchased and the cost based upon lowest price paid for a given size regardless of grade. In view of the 
act that a base price for each size, grade, and length of lumber purchased was not readily available, the 
price increase for l-inch, 2-inch, and 4-inch lumber recommended by the officer in charge is based upon the 
average cost of each of these sizes of lumber purchased in January 1946. The unit price for timber included 

in the contractor’s cost estimate (bid) was higher than the purchase price. See paragraphs 10, 19, and 20 of 
report for additional comments relative to the use of the contractor’s cost estimates as a base for the deter- 
mination of material price increases. 

3 Unit price per contractor’s cost estimate (bid) exceeded unit price of material purchased, including 
freight. See additional comments in paragraphs 10 and 19 of report. 

4 Base price used by contractor exceeded unit price included in cost stimate, therefore the price increase 
was greater than the amount claimed. See additional comments in peragranne 10 and 19 of report. 

5’ Amount recommended for acceptance exceeded amount claimed by contractor for the reason that the 
audit disclosed errors in computations and/or the selection of incorrect base prices. 

® Contractor used cost of incorrect item as a base for the determination of price increase. 

? Claim for price increases could not be properly supported by contractor. 


NotTe.— Parentheses indicate red figures. 


Exuipit B.—Comparative statement of contractor's cost and bid price under contract 
VEQ 


NOy-12759 (as reported by contractor) 

















: Contractor’s | Reported loss 
Final cost } bid! on contract 
RR pa Force ee eee ere h et ee ee mek $478, 318. 71 $334, 244. 78 $144, 073. 95 
I on ee. Ue aula ca ie LOoe ube uh eee 1, 765, 741. 73 1, 566, 342. 45 199, 399. 28 
NE SRUNOE So ic ce bk océsicecckseeeee 53 3h eames 216, 639. 71 248, 245. 55 (31, 605. 84) 
SPITS OBES. id anc spss edamandacdaawbesdl 95, 459. 68 214, 883. 30 (119, 423. 62) 
aa na a lea nace 38, 265. 51 26, 739. 62 11, 525. 89 
aR £2003) 98 3209 oo i oa ues cick Ob) be Sa 11, 750. 02 11, 293. 47 456. 55 
eel eae ne | 19, 132. 73 13, 369. 80 5, 762. 93 
GR A yooh. 22) ok shld oe ts ont } 44, 193. 88 39, 158. 65 5, 035. 23 
INE hid sconsincaca os eatcaichs eum bie eae ohana Sass pate Lue 143, 427.35 | (143, 427. 35) 
} eeprom —a —— 
a ae ee a eee ae eae 2, 669, 501. 97 2 2, 597, 704.95 | 71, 797.02 
Miscellaneous income and discounts. -_-_...........-..-- | 2B, 70606) 1... 2 ss sta (20, 795. 04) 
Expenses incurred by prime contractor__--.-_._._...-- an SEE ties eee 23, 597. 30 
Material furnished by Navy Department __-___- ietiilee sd CARAS (4, 622. 59) 4, 622. 59 
Adjustment to cover increases in unit prices under con- | 
tract and variations between actual and estimated | 
chain clcncdeensecudiinasascmas wiehab niet ee (44, 226. 25) 


Totals per contractor... -_- 


2, 672, 304. 23 | 4 2,637, 308.61 | 


1 As reported by contractor in schedules submitted with exhibit D. 
2 Rounding off of unit prices resulted in a bid of $2,597,344.70. 


§ Total payments received by contractor. 


Note.— Parentheses indicates red figures. 


44, 226. 25 


34, 995. 62 





nent ee arn eRe =O 
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Exuipit C.—Comparative statement of contractor’s cost and bid price under contract 
NOy-—12806 (as reported by contractor) 


| Pine} cost 1 Contractor’s | Reported loss 





bid! on contract 
Se ee sly eehennsgh Tecasiahny in shapsgtstecgitenaipiaisddnee diaiedladteatelne $613, 447. 37 $355, 494. 52 $257, 952. 85 
re tN Oo ho aie Wah Seabee meee 348, 279. 91 157, 007. 82 | 191, 272. 09 
sone Ne i oan b.cnsucocms Geren ae eee 206, 353. 18 192, 453. 95 | 13, 899. 23 
NR gti oie ia it ti Ee a ae Sets 2a ' 87, 839. 66 70, 495. 66 17, 344. 00 
PIL, cn sh enunmeba ‘ cali 5 caeetin ere a reas 49, 075. 82 | 28, 439. 59 20, 636. 23 
Bonn. ..-..- “li iets torah ee ae a eee | 3, 747. 56 3, 834. 53 (86. 97) 
Payroll taxes... ......- : ba cut settben toda ale 24, 537. 88 14, 217. 83 10, 320. 05 
gars osaibhcdeebasek épnaninepedeuhgebebibs 8, 706. 9 3, 925. 20 4, 781. 74 
a tata Nag 6 Sn As encicts'b naptime aasereegind eek alanis Baad psi eelat aad a 48, 233. 48 (48, 233. 48) 
ME be oe oleh udasscauaeaee Jeske eee 1, 341, 988. 32 2 874, 102. 58 467, 885. 74 
Miscellaneous income and discounts sthunssied cal Cee ha iece ccs a. (6, 566. 86) 
Expenses incurred by prime contractor____......--.-.-- 7, 451. 78 2 7, 451. 78 
Material furnished by Navy Department samtateavaia aihaddd task Ae baw th (3, 406. 28) 3, 406. 28 
Adjustment to cover increases in unit prices under con- 
tract and variations between actual and estimated | 
GUMIGIIIOE. co esincns ds. a I a ae a oe Se a chet acts ee (40, 631. 30) 40, 631. 30 
A II on cin ncirascceudaeucossuuns 1, 342, 873. 24 3 830, 065. 00 512, 808. 24 


1 As reported by contractor on schedules submitted with exhibit E. 
2? Rounding off of unit prices resulted in a bid of $874,218. 
3 Total payments received by contractor. 


Nore.—Parentheses indicate red figures. 


Exursit D 
Marcu 18, 1948. 

To: Officer-in-charge of construction, Eleventh Naval District, San Diego, Calif. 
Via: Resident officer-in-charge of construction, San Diego aqueduct project, 

Vista, Calif. 
Subject: Contract NOy-12759 (Specification 16954) Concrete pipeline and 

structures from mile 46.8 to 71.3 San Diego aqueduct, increase in labor and 

material costs. 


Dear Sir: At the time the subject contract was entered into, the wage rates 
to be paid mechanics and laborers to be employed in the prosecution of the con- 
tract were fixed by the Government at the amounts set forth in the contract. 
Likewise ceiling prices on materials were also fixed by the Government at that 
time. In preparing our bid for the subject contract the Government fixed wage 
rates and material prices were used. Subsequent to the contract date the Govern- 
ment, acting through the Wage Adjustment Board and Office of Price Administra- 
tion approved increases in wage rates and material prices. These increases 
brought about a changed condition in prosecuting the work which could not have 
been foreseen at the time the contract was entered into. 

The President in his address to the country at large on October 30, 1945, stated 
that wage increases were imperative during the transition from war to peace in 
order to cushion the shock to workers, sustain purchasing power, and to raise the 
national income. The President also stated in his address that if management 
grants wage increases, it would not be prevented from coming to the Government 
and requesting Government approval to have the wage increases considered for 
the purpose of price increases. The President further stated that after a reason- 
able test period, if industry was unable to produce at a fair profit, the entire 
wage increase would be taken into account in passing upon applications for price 
increases. 

We transmit herewith for your information and consideration: our original 
cost estimate prepared for bidding, our final costs at completion, and a compari- 
son of our original cost estimate adjusted to the final quantities with the final 
costs at completion. Inspection of these figures shows the net contract loss to 
be $34,995.62. The summary of final costs shows an excess of labor costs over 
that originally estimated. This exeess was due to increases in wage rates ap- 
proved by the Wage Adjustment Board subsequent to the contract date. The 
time for completion of the subject contract was extended 37 calendar-days 
because of the inability to secure materials and equipment arising out of strikes 
and other causes beyond the contractor’s control. These delays were due to 
strikes in our supplier’s plants resulting from the policy adopted toward labor 








29 S. A. HEALY CO. 


by the Government subsequent to October 30, 1945. The excavation labor costs 
were unduly increased also by the delayed delivery in our 2% cubic-yard pull 
shovel. We were obliged to use equipment of smaller capacity until the 2%- 
cubie yard machine arrived. The summary of final costs shows the total labor 
cost was $478,318.71. The original amount estimated for labor was $334,244.76. 
Subtracting this estimate from total amount actually expended for labor gives an 
excess labor cost of $144,073.95. This difference in labor is accounted for as 
follows: (1) Increase in wage rates $67,148.93 and (2) increase in labor costs due 
to using small capacity equipment pending the arrival of equipment ordered for 
the work $76,925.02. 

We submit that, had the Government not brought about a changed condition 
affecting the subject contract we would have been able to complete the contract 
within our original cost estimate prepared at the time of bidding. 

Inasmuch as the Government adopted the policy outlined in the President’s 
address of October 30, 1945, subsequent to the date of the subject contract, it is 
our considered opinion that the Government should reimburse us for the loss 
sustained in the performance of this contract, and respectfully ask that an addi- 
tive change order be issued to the subject contract in the amount of $34,995.62. 

Yours very truly, 
S. A. HeaAty Co., 
M. J. Husune, 
Office Manager. 





Exuisir E 
Marcu 18, 1948. 

To: Officer in charge of construction, Eleventh Naval District, San Diego, Calif. 
Via: Resident officer in charge of construction, San Diego aqueduct project, 

Vista, Calif. 
Subject: Contract NOy—-12806 (specification 16998) Construction of Rainbow, 

Lilac, Red Mountain, and Oat Hills tunnels on San Diego aqueduct—increase 

in labor and material costs. 


DeEaAR Srr: At the time the subject contract was entered into, the wage rates 
to be paid mechanics and laborers to be employed in the prosecution of the 
contract were fixed by the Government at the amounts set forth 1n the contract. 
Likewise, ceiling prices on materials were also fixed by the Government at that 
time. In preparing our bid for the subject contract, the Government-fixed wage 
rates and material prices were used. Subsequent to the contract date, the 
Government, acting through the Wage Adjustment Board and the Office of Price 
Administration, approved increases in wage rates and material prices. These 
increases brought about a changed condition in prosecuting the work which could 
not have been foreseen at the time the contract was entered into. 

The President in his address to the country at large on October 30, 1945, stated 
that wage increases were imperative during the transition from war to peace 
in order to cushion the shock to workers, sustain purchasing power, and to raise 
the national income. The President also stated in his address that, if management 
grants wage increases, it would not be prevented from coming to the Government 
and requesting Government approval to have wage increases considered for 
purposes of price increases. The President further stated that after a reasonable 
test period, if industry was unable to produce at a fair profit, the entire wage 
increase would be taken into account in passing upon applications for price 
increases, 

We transmit herewith for your information and consideration our original cost 
estimate prepared for bidding, our final costs at completion, and a comparison 
of our origing] cost estimate adjusted to the final quantities with the final costs 
at completion. Inspection of these figures shows the net contract loss to be 
$512,808.24. The summary of final costs shows a large part of the loss was due 
to excess labor costs. These excess labor costs were due to increases in wage 
rates approved by the Wage Adjustment Board and changes in the classification 
of workers demanded by labor subsequent to the contract date. 

A schedule of the wage rates in effect at the time the contract was entered into 
and at the time of completion of the contract showing the increase in wage rates 
is attached to the summary of final costs. Among the changes in classifications 
of workers were the use of a hoisting engineer on the tunnel-mucking machine, an 
electrician on each shift, a pipe fitter for extending the air and water lines in the 
tunnel, a welder for making minor repairs to the tunnel cars, and two extra laborers 
on the dump, making six more men that were used on this type of work at the 
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time the contract was entered into. In addition, the workers demanded, and we 
we were obliged to provide, transportation from Fallbrook to the various tunnel 
sites andreturn. All of the above causes of increased labor costs resulted from the 
policy adopted by the Government subsequent to the time the contract was en- 
tered into. The time for completion of the subject contract was extended 123 
calendar days due to delays in the procurement of materials arising out of strikes 
and other causes beyond the contractor’s control. The delays also caused in- 
creases in the labor costs due to operating equipment that could not be properly 
serviced because of lack of repair parts. The delays in procuring the necessary 
repair parts was due to strikes in our supplier’s plants as a result of the policy 
adopted toward labor by the Government subsequent to October 30, 1945. The 
summary of final costs shows the total labor cost was $613,447.37. The original 
amount estimated for labor was $355,494.52. Subtracting this estimate from the 
total amount actually expended for labor gives an excess labor cost of $257,952.85. 
This difference in labor is accounted for as follows: (1) increase in wage rates, 
$60,603.72; (2) changes in classifications, $98,698.62; (3) transportation of 
workers, $6,431; and (4) delays in the procurement of equipment and repair 
parts, $92,219.51. 

We submit that, had the Government not brought about a changed condition 
affecting the subject contract, we would have been able to complete the contract 
within our original cost estimate prepared at the time of bidding. Although ad- 
justments were made in the unit prices for 25 of the contract items out of a total 
of 46 items due to the final quantities varying by more than the allowable 25 
percent, we suffered a loss on many of these items. This was due to the require- 
ment that we perform 125 percent of the original quantities at the original contract 
price and were allowed our cost on only the portions that exceeded the 125 percent. 

Inasmuch as the Government adopted the policy outlined in the President’s 
address of October 30, 1945, subsequent to the date of the subject contract, it is 
our considered opinion that the Government should reimburse us for the loss 
sustained in the performance of the contract, and respectfully ask that an additive 
change order be issued to the subject contract in the amount of $512,808.24. 

Yours very truly, 
S. A. Hearty Co., 
M. J. Husune. 


LeTreER From THE SECRETARY OF THE SENATE TRANSMITTING MerssAGE RE- 
CEIVED FROM THE PRESIDENT OF THE UNITED States, ReTURNING WITHOUT 
APPROVAL THE Bru (S. 1816) ENTITLED ‘‘AN Act FoR THE REIMBURSEMENT 
oF THE S. A. Heaty Co.” 

UNITED States SENATE, 

OFFICE OF THE SECRETARY, 

January 2, 1951. 

To the PRESIDENT OF THE SENATE: 
Attached hereto is a sealed envelope from the President of the United States 

addressed to the President of the Senate of the United States, received by me at 

12:48 p. m., on December 29, 1950, which purports to contain a veto message on 

the bill (S. 1816) for the reimbursement of the 8. A. Healy Co. 

Very respectfully 
Lesuiz L. Birrue, Secretary. 

To the United States Senate: 

I return herewith, without my approval, the enrolled bill, S. 1816, for the 
reimbursement of the 8. A. Healy Co. 

The bill provides for payment to the 8. A. Healy Co. of amounts not to exceed 
$51,485.99 and $40,887.97, under certain Navy contracts held by it, as reim- 
bursement for and settlement of claims against the United States arising out of 
increases in the rate of wages payable under the contracts. 

It appears that the increases in question resulted from action by the wage 
adjustment board which granted an application of labor in the San Diego are¢ 
authorizing the payment of higher wage rates. It was not a mandatory directive 
to do so. Furthermore, despite the fact that this application was pending at 
the time claimant’s contracts were entered into, the one on August 14 and the 
other on August 22, 1945, the bids submitted were based on existing wage rates. 
While it appeared at this time that adjustments of wages and material prices 
were imminent so far as the immediate future was concerned there were many who 
believed that postwar conditions might subsequently produce a period of down- 
ward readjustment in prices and wages. The work to be done under the contracts 
was to require several years; it was actually completed in September 1947. 
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The contracts each provided, as required by the Davis-Bacon Act (49 Stat. 
1011), that the contractor should pay laborers and mechanics employed directly 
upon the site of the work at wage rates not less than those specified therein. 
There was no prohibition against the payment of higher wage rates, there was 
no guaranty on the part of the Government that prevailing wage rates might not 
later be higher than those specified, and there was no agreement on the part of 
the Government, expressly or impliedly, that in the event of a change in labor 
conditions the contract price would be adjusted accordingly. 

From these facts it appears that claimant company, with respect to wage and 
price increases, occunied a position identical with that of thousands. of other war 
contractors who volu::tarily assumed a risk in making bids on the basis of existing 
costs. There were other contractors who, like the Healy Co., lost money; and 
no reason appears why claimant company should be singled out for preferred 
treatment in this regard. 

The courts have consistently held that only those contractors. who paid in- 
creased wages as a result of Government compulsion on contracts for the Govern- 
ment can obtain judicial relief and that any voluntary payment of increased cost 
is not compensable. Furthermore, while the action of the Wage Adjustment Board 
undoubtedly had considerable indirect effect upon the contractor’s operations, 
nevertheless, it was not such as to render inapplicable the general rule of law that 
the Government as a contractor is not liable for its acts as a sovereign performed 
by agencies carrying out general programs in the national interest. 

Every contract, either private or governmental, represents a risk voluntarily 
assumed by the contractor for the purpose of profit. That some of these under- 
takings prove to be unprofitable is unfortunate, but the Government cannot be 
expected to assume the financial liability therefor. There are no facts in this 
ease which would distinguish claimant’s position from that of countless other 
war contractors who sustained similar losses. 

I do not believe that there are any equitable considerations here involved which 
justify my approval of this bill or which justify the granting of any relief other 
than that which would be afforded in a claim brought before the Court of Claims 
under rules applicable to all. 

Accordingly, I am withholding my approval of this bill. 

Harry 8S. TrRuMAN. 

Tue WuitTe House, December 29, 1950. 


S. 1816 


E1GutTy-First CONGRESS OF THE UNITED STATES OF AMERICA, AT THE SECOND 
Session, Becun AND HELD AT THE C1TY OF WASHINGTON ON TUESDAY, THE 
Turrp Day or JANUARY, ONE THOUSAND NINE HUNDRED AND Firty 


{AN ACT For the reimbursement of the 8. A. Healy Company] 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Secretary of the Treasury is authorized 
and directed to pay, from any money in the Treasury not otherwise appropriated, 
to the 8. A. Healy Company, as the contractor under contracts numbered NOy-— 
12759 and NOy—12806, amounts not to exceed $51,485.99 and $40,887.97 under 
the respective contracts, as reimbursement for, and in settlement of, claims against 
the United States for increased compensation resulting from action by the Gov- 
ernment’s Wage Adjustment Board in authorizing increases in the rates of wages 
payable under the contracts: Provided, That no part of the amount appropriated 
in this Act in excess of 10 per centum thereof shall be paid or delivered to or 
received by any agent or attorney on account of services rendered in connection 
with this claim, and the same shall be unlawful, any contraet to the contrary 
notwithstanding. Any person violating the provisions of this Act shall be deemed 
guilty of a misdemeanor and upon conviction thereof shall be fined in any sum 
not excee ding $1,000: Provided further, That the said sum of $92,373.96 shall be 

accepted in full payment of every claim of every kind or character involved in this 
transaction between the S. A. Healy Company and the United States. 
Sam RayBurn, 
Speaker of the House of Representatives. 


ALBEN W. BarRKLEY, 
Vice President of the United States and President of the Senate. 


[Endorsement on back of bill:] 
I certify that this Act originated in the Senate. 
Lesuie L. Birrys, Secretary. 
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Calendar No. 334 


Re EPORT 


_No. 356 


82p CoNGREss SENATE 
Ist Session 





EQUAL RIGHTS AMENDMENT 


May 23 (legislative day, May 17), 1951.—Ordered to be printed 


Mr. O’Conor, from the Committee on the Judiciary, submitted the 


To m following 
— a 


2S we REPORT 


Eo. % . [To accompany S. J. Res. 3] 


— > Tha re on the Judiciary, to which was referred the joint 
fesoluition)(S. J. Res. 3) proposing an amendment to the Constitution 


the United States relative to equal rights for men and women, 
hae. considered the same, reports favorably thereon, with an amend- 
ment, and recommends that the resolution do pass. 


AMENDMENT 


On page 2, beginning on line 6, add a new section as follows: 


Sec. 2. This article shall be inoperative unless it shall have been ratified as an 
amendment to the Constitution by the legislatures of three-fourths of the several 
States, as provided in the Constitution, within seven years from the date of its 
submission to the States by the Congress. 


O 
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Mr. Horry, from the Committee on Expenditures in the Executive 
Departments, submitted the following 


INTERIM REPORT 
[Pursuant to 8S. Res. 51, 82d Cong. ] 


I. INTRODUCTION 


On August 16, 1950, Senator Hugh Butler (Republican, Nebraska), 
introduced Senate Resolution 331 “(Sist Cong., 2d sess), authorizing 
the Committee on Expenditures in the Executive Departments, or any 
duly authorized subcommittee thereof, to make a full and complete 
study and investigation of the circumstances surrounding the acquisi- 
tion of the Palmer Airport by the Territory of Al: ska, ‘and the han- 
dling of Federal funds on this project under the provisions of the Fed- 
eral Airport Act. On August 23, 1950, at a meeting of the Committee 
on Expenditures in the Executive Departments, which was called to 
consider Senate Resolution 331, the matter was referred to the Senate 
Investigations Subcommittee, which subcommittee decided to conduct 
this inquiry under its general jurisdiction as defined in the Legislative 
Reorganization Act of 1946 (subsec. (1) (g) (2) (B) of rule XXV of 
the Standing Rules of the Senate). 

Preliminary i inquiry by the subcommittee revealed that on January 

9, 1950, the Alaska Aeronautics and Communications Commission had 
made application to the CAA for Federal aid under the Federal Air- 
port Act of 1946 in connection with the improvement of the Palmer 
Airport at Palmer, Alaska. On the basis of that application, the CAA 
authorized a grant offer in the amount of $94,750 as the Federal Gov- 
ernment’s share for the purchase of land and the construction work 
to be accomplished at the Palmer Airport. This grant offer was 
rejected by officials of the Territory of Alaska, and on March 17, 1950, 
a second application was made requesting Federal aid in the amount of 
$145,125. It was determined that a large part of the increase was 
attributable to the fact that the Territory rof Alaska had, in its second 
application, indicated that the land necessary to improve this airport 
would cost $150,000, rather than $5,500, as was indicated originally 
in the first application. 


1 
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In developing information with regard to the above-mentioned 
transactions, the subcommittee conducted an inv estigation in Alaska, as 
well as in Washington, D.C. In addition subcommittee hearings were 
held in Washington, D. C., on January 18 and 19, 1951, with the view 
of developing the complete facts concerning the submission of the 
above-mentioned applications for Federal aid and to determine the 
manner in which this project was handled by officials of the CAA, as 
well as to further examine the circumstances surrounding the sale of 
the Palmer Airport by the Palmer Airport Association to the Terri- 
tory of Alaska. This is a unique case in that it is the first time the 
subcommittee has been presented with a situation where a subdivision 
of the Federal Government, namely, the Territory of Alaska, has 
attempted to secure funds from the Federal Government in a manner 
which would do violence to the spirit and the letter of the law. 

During the fiscal years 1949 and 1950 over 4 billion dollars was 
expended by the Federal Government as direct aid on various pro- 
grams to States and other local governments. The proper disburse- 
ment of these Federal funds nec essarily demands that all legal require- 
ments be met in each particular case. It is essential that complete 
and true facts be furnished to the Federal agency recommending the 
disbursement of these public funds and it is of paramount importance 
that the Federal agencies involved afford careful and thorough con- 
sideration at all areas of responsibility. In the instant case the CAA 
had the responsibility of didvaninn funds under the Federal Airport 
Act and it is believed that an adequate understanding of the problems 
involved in this case requires a discussion of the pertinent provisions 
of theact. Accordingly, these pertinent provisions of the act and their 
relationship to the specific facts in this case are discussed in the 
following section of the report. 


II. Pertinent ProvisioNs or THE Frprrat Arrport Act 
A, PURPOSE 


The Federal Airport Act was approved by the Seventy-ninth Congress on May 
18, 1946. This act provides Federal aid “in order to bring about, in conformity 
with the national airport plan prepared * * * the establishment of a 
Nation-wide system of public airports adequate to meet the present and future 
needs of civil aeronautics.” 

In the above connection, it might be stated here that the following 
justification was made to the CAA for the purpose of considering 
the Palmer Airport within the national airport plan and as one whic h 
should receive consideration for Federal aid: 

This community has a potential population of 1,200 in 1960, making it the 
largest unincorporated community in Alaska and first in population rank among 
communities without adequate airport facilities. It has a school, hospital, and 
is the trading center for the famous Matanuska Valley. 


B. SUBMISSION AND APPROVAL OF PROJECTS 


Section 9 (a) of the Federal Airport Act provides that any public 
agency may submit a project application to the Administrator of the 
CAA. This section further provides that— 


no project shall be approved by the Administrator with respect to any 
airport unless a public agency holds good title, satisfactory to the Administrator, 
to the land area of such airport or the site therefor, or gives assurance satis- 
factory to the Administrator that such title will be acquired. 
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In considering section 9 (d) of the act it is pointed out that in 
project application dated January 9, 1950, it was certified by officials 
of the Territory of Alaska that “full title to tract No. 1 at the time 
of this application is vested in the Territory of Alaska, free and c ve ar 
of all encumbrances.” Investigation by the subcommittee staff and 
testimony elicited during the hear ings established that no title to this 
land was vested in the Territory of Alaska at the time of that applica- 
tion, It was known by the territorial officials certifying thereto that 
this certification was false. 


C. GRANT AGREEMENTS 


Section 12 of the act provides that upon approving 2a project the 
Administrator shall transmit to the sponsor of this project an offer to 
pay the United States share of the allowable project costs of such 
project. Each grant offer specifies a definite amount as the maximum 
obligation of the United States and stipulates the obligations to be 
assumed by the sponsor of the project. When the offer is accepted in 
writing by the sponsor of the project, such offer and acceptance com- 
prises a grant agreement and it constitutes an obligation of the 
United States and of the sponsor so accepting. Unless and until such 
grant agreement has been executed with respect to a project, the United 
States shall not pay, nor be obligated to pay, any portion of the project 
costs which have been or may be incurred in carr ying out that project. 

In the instant matter, requests for Federal aid had been made for 
development of the Palmer Airport Association beginning in 1946, but 
no action could be taken on these applications by the CAA in the 
absence of enabling legislation on the part of the Territory of Alaska. 
On March 26, 1949, however, the Legislature of the Territory of 
Alaska approved appropriate en: abling legislation and established a 
division of aeronautics as a part of the previously established Alaska 
Aeronautics and Communication Commission. This new agency was 
created, among other things, “to enable Alaska to utilize Federal funds 
in an airport-development program.” Subsequent thereto, under date 
of January 9, 1950, George S. Schwamm, director of aviation for the 
Territory of Alaska and director of the Alaska Aeronautics and Com- 
munications Commission, filed a project application and on February 
15, 1950, the Administrator of the CAA authorized the issuance of a 
standard grant offer in the amount of $94,750 for the further develop- 
iment of the Palmer Airport. Such an offer was issued by the CAA 
regional administrator under date of March 8, 1950, but was rejected 
by officials of the Territory of Alaska on March 15, 1950, and on 
March 17 another project application was filed with the CAA wherein 
the estimated Federal contribution would be $145,125. This latter 
application was approved by the CAA without careful examination 
and on March 31, 1950, a grant offer based thereon was issued by the 
CAA and accepted by the Territory. No Federal funds have as yet 
been expended pursuant to this agreement. 


D. ALLOWABLE PROJECT COSTS 


Section 13 of the act provides that the United States shall not pay 
or be obligated to pay any portion of a project cost incurred in carry- 
ing out a project unless the Administrator has first determined that 
such cost is allowable. A project cost shall be allowable if: 
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(1) It must have been a necessary cost incurred in accomplish- 
ing airport development of an approved project and within terms 
of the grant agreement. 

(2) It must be reasonable in amount, otherwise subject to par- 
tial disallowance. 

(3) It must have been incurred subsequent to the date of execu- 
tion of the grant agreement, except that costs of land acquisition, 
field surveys, preparation of plans and specifications, administra- 
tive and incidental costs, shall be allowable though incurred prior 
to the execution of such grant agreement. 

In the case at hand, the Territory of Alaska had, during the period 
September 6, 1945, to September 30, 1949, allegedly spent $53,254.35 
on the construction and improvement of the Palmer Airport. Under 
the provisions of the Federal Airport Act, no claim for reimbursement 
from the Federal Government could be made by the Territory of 
Alaska for the money it had previously spent on the Palmer Airport 
inasmuch as this expenditure represented moneys expended for con- 
struction purposes prior to the execution of the grant agreement. 


E. THE FEDERAL GOVERNMENT’S SHARE OF PROJECT COSTS 


Section 550.4 (c) of the regulations for administering the Federal 
Airport Act reflects that the United States share of project costs in 
the Territory of Alaska to be as follows: 


Percent 
Ia Pd cette e ppeicnptiergpiandescaosln nntiet aiadapabatenanie aetna 25 
Sn gee ae ee im, I se a 2 et tl 7D 


On January 9, 1951, the Federal Airport Act was amended by Public 
Law 912 to make the Federal Government’s share of land costs the 
same as all other project costs with the result that in Alaska at the 
present time the Government’s share of all project costs, both land and 
construction, is now 75 percent. 

Although CAA officials indicate that the pending application for 
the Palmer Airport might come under the Saiias 9, 1951, amend- 
ment, the subcommittee believes that before the amended act should 
be applied to the instant project, consideration should be given to the 
fact that this application was held up as a result of the pending inquiry. 

In the first project application the 25 percent Federal share for land 
acquisition of tract No. 1 was $1,375 and in the second application the 
25 percent Federal share for tracts No. 1 and No. 2 was raised to 
$37,500. This increase in the amount of the Federal share resulted 
from the fact that in the first application the Territory requested no 
Federal contribution toward the cost of acquiring tract No. 1 of the 
airport, while in the second application they stated that the acquisition 
of both tracts would cost them $144,500. 


F. REQUIREMENTS FOR FEDERAL AID 


An eligible sponsor desiring to obtain Federal aid for the accom- 
plishment of eligible airport development is required to submit in- 
formation relating to: 

(1) Location of airport or airport site. 

(2) Amount and source of funds to be used by the sponsor in 
payment of that part of the project costs which are not to be paid 
with United States funds. 
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(3) General description of the proposed work. 
(4) Estimated costs of the proposed work. 


G. EVIDENCE OF LAND OWNERSHIP 


Section 550.5 (c) (2) of the regulations reads as follows: 


Each project application submitted by a sponsor shall state all of the property 
interests which the sponsor then holds in all lands to be developed. * * 
Each project application shall be accompanied by a property map designated as 
“Exhibit A” which shall clearly identify and show all lands described above, 
designating all prior and proposed acquisitions of property interests in any of 
such lands for which Federal aid is requested under the proposed project. 

In this case, officials of the Territory of Alaska submitted, as was 
required, a property map identifying all lands contemplated for use 
under the project, but, as has been noted previously, the certification 
as to the ownership of the land involved was without basis in fact. 


III. Acriviry or THE Trerrrrory of ALASKA IN OBTAINING FEDERAL 
AID 


A. INCORPORATION AND PURPOSE OF THE PALMER AIRPORT 


In 1935 the Alaska Rural Rehabilitation Corporation, which had 
been established by the Federal Relief Administration, organized a 
colony at Palmer, Alaska, and at the same time set aside a tract of 
land to be used at some future time as a community airport. In March 
1944 the citizens of Palmer petitioned the Board of Directors of the 
ARKC to restore the airfield to the citizens of Palmer so that it might 
be utilized for the purposes originally intended. It was pointed out 
in the petition that the land was then being cleared preparatory to 
rental for farming purposes, and that it was ‘felt that since an airport 
was a necessity in any rural community in Alaska, it was in the best 
interests of the citizens of Palmer that a landing field be completed 
at the earliest possible date. 

On February 26, 1945, a group of citizens representing the various 
civic organizations of Palmer and the Matanuska Valley met for the 
first time and organized a nonprofit organization to be known as the 
Palmer Airport Association for the announced purpose of “acquiring, 
equipping, maintaining, and otherwise operating an airport at Palmer, 


Alasks 


B. ACQUISITION OF LAND BY PALMER AIRPORT ASSOCIATION AND EVIDENCE 
OF TITLE THERETO 


Subsequent to the organization of the Palmer Airport Association, 
a site for a landing field at Palmer was selected upon the recommenda- 
tion of officials of the CAA in Alaska and the clearing of two runways 
north-south and east-west, was begun in 1945. 

Mr. Roland Snodgrass, secretary of the Palmer Airport Association, 
testified that beginning in 1945 the association began its efforts to 
acquire the land necessary for the airport site. He said that the land 
which the association acquired over a period of years embraced ap- 

roximately 78 acres. This land was purchased in two tracts—the 
first tract consisting of about 50 acres was purchased from private 
citizens for $3,500. The second piece of land embracing about 23 

S. Rept. 357, 82-1—_——2 
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acres also was purchased from private citizens for approximately 
$2,500. There is, however, considerable confusion and no definite 
information concerning the transfer of deeds from the private owners 
of this land to the Palmer Airport Association. Mr. Snodgrass stated 
that in the case of the first purchase by the association, a deed was 
executed and was placed in escrow with the First National Bank at 
Palmer. However, this deed was not recorded. Moreover a diligent 
search has failed to locate this deed. Concerning the second plot of 
land purchased by the association, Mr. Snodgrass testified that no deed 
was ever executed. It is the position of Mr. Snodgrass and others 
representing the Territory of Alaska that these land deals were of an 
informal nature and the association apparently took the word of the 
former owners concerning the transfer of the land, notwithstanding 
the fact that the statute of frauds is in force and effect in Alaska, 
which provides that such transactions for the sale or purchase of land 
must be in writing. 

The fact of the matter, as revealed by the subcommittee investiga- 
tion, is that no deeds, which were actually found for the land in the 
Palmer Airport site, were ever executed by the association until April 
15, 1950, at which time a quitclaim deed was delivered to the Territory 
of Alaska. On that same day, namely April 15, 1950, quitclaim deeds 
for the land in this site were executed by the former owners to the 
Palmer Airport Association. The quitclaim deed of the Palmer Air- 
port Association was delivered to Stanley McCutcheon, the attorney 
for the department of aviation at Anchorage, Alaska, and this deed 
likewise was not recorded until November 1950. The above-related 
facts appear to be the complete history of the confused and slipshod 
manner in which the transfers of land titles to the Palmer Airport 
were handled by the Palmer Airport Association and officials of the 
Territory of Alasks 

In the light of the above circumstances, it would appear that the 
action of the officials of the Territory of Alaska in making grants-in- 
aid out of Territorial funds to the Palmer Airport Association be- 
tween 1946 and 1949 was open to question. Similarly, it is clear that 
there was no actual basis in fact for the certification by Territorial 
officials in the first project application filed with the CAA to the effect 
that full title to tract No. 1 (a part of the airport site) was vested 
in the Territory of Alaska free and clear of all encumbrances at the 
time of that certification in January 1950. This first project applica 
tion will be further discussed in a subsequent section of the report. 


C. CONSTRUCTION COSTS EXPENDED BY TERRITORY OF ALASKA IN ANTICI- 
PATION OF FEDERAL AID UNDER FEDERAL AIRPORT ACT 


The Palmer Airport Association had, since its inception, attempted 
to obtain Federal aid through the cooperation of the Territory of 
Alaska. On November 27, 1946, a preliminary estimate of costs was 
filed with the CAA in the amount of $132,200, of which amount the 
share of the Federal Government would have been $98,550. Later 
a request for Federal aid was filed under date of December 23, 1946, 
and at that time the total cost was estimated at $87.500, of which 
amount the share of the Federal Government would have been $60,125. 
It appears that during this period the Palmer Airport Association 
had the complete cooperation of officials of the CAA in Alaska. The 
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CAA approved this latter request for aid and on January 14, 1947, 
notified the government of the Territory of Alaska that $60,125 in 
Federal funds was being tentatively allocated for the development 
of the Palmer Airport. No further action in the matter was taken, 
however, by the CAA in view of the absence of enabling legislation 
by the government of Alaska, which factor precluded Federal aid 
under the Federal Airport Act. 

Prior to the passage of the enabling legislation, however, the 
Territory of Alaska provided grants-in-aid from Territorial funds 
to the Palmer Airport Assoc iation for construction costs in the amount 
of $53,254.35. Officials of the Territorial government have testified 
that this money was expended on the strength of representations 
made by officials of CAA in Alaska that a claim for reimbursement 
could be made as a project cost under the Federal Airport Act. The 
testimony on this issue as it involves officials of the CAA and those 
of the Territory of Alaska is in conflict, but it appears from all 
available evidence that the Territory of Alaska clearly intended to 
claim reimbursement from the Federal Government for this 
expenditure. 


D. ESTABLISHMENT OF THE ALASKA DIVISION OF AERONAUTICS 


seginning in 1947 efforts had been made through the Territorial 
legislature with a view toward approving appropriate enabling legis- 
lation under which it would be possible for the Territory to qualify 
for Federal aid under the Federal Airport Act. This legislation 
failed of enactment during the 1947 session of Territorial legislature, 
but on March 26, 1949, the Territorial legislature approved appro- 
priate legislation under which was est: tblished a division of aero- 
nauties, which was merely added to the then existing Alaska Aero- 
nautics and Communications Commission. This act became effective 
on June 1, 1949, and was designed, among other things, to enable 
Alaska to utilize Federal matching funds in an airport-development 
program. 


E. SUBMISSION OF PROJECT APPLICATION NO, 1 


With the passage of the ¢ appreved enabling legislation, which be- 
came effective on June 1, 1949, officers of the CAA in Alaska began 
continuing discussions with representatives of the division of aero- 
nautics with a view toward effectuating a grant agreement between 
the Territory of Alaska and the Federal Government under which 
Federal matching funds would be made available to the division of 
aeronautics for use in the development of the Palmer Airport. The 
testimony indicates that there had been continued and close coopera- 
tion between officials of the CAA in Alaska and those of the Terri- 
torial government in the interest of resolving the problems attaching 
to a project application. From the evidence at hand, it would appear 
that officials of the Territorial government undertook to claim reim- 
bursement in the form of Federal matching funds for the $53,254.35 
previously expended for construction purposes on the Palmer Airport 
and several of these officers testified that this problem was discussed 
with officials of the CAA in Alaska who allegedly advised that this 
prior expenditure could be used as against the Federal matching 
funds contemplated under the act. 
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In this connection it should be pointed out that section 13 of the 
Federal Airport Act provides that no claim for matching funds may 
be made where funds have been expended by the sponsor, in this case 
the Territory of Alaska, for construction purposes prior to the execu- 
tion of the grant agreement. The testimony with regard to this issue 
is also in conflict, in that officials of the CAA testified to the effect 
that the Territorial officials were specifically advised that no such 
claim for construction costs could be made or allowed in the light of 
the language of the Federal Airport Act and that this interpretation 
was later confirmed by CAA officials in Washington. 

Aside from the fact that such a conflict in testimony is difficult to 
comprehend in view of the admitted close cooperation between officials 
of the CAA and those of the Territorial government, the fact remains 
that on November 23, 1949, the division of aeronautics submitted a 
request for Federal aid in the amount of $94,750 against a total esti- 
mated cost of $130,000 and on January 9, 1950, a project application 
was submitted to the CAA by the division of aeronautics. This project 
application is set forth in the appendix as exhibit I. 

Pursuant to the requirements of the Federal Airport Act, as set 
forth in section 550.5 (c) (2) regarding “evidence of land ownership,” 
the sponsor made the following representations in its application: 
the sponsor holds the following property interests in the following tracts of 
land which are to be developed or used as part of or in connection with the 
airport. “Full title to tract No. 1 at the time of this application is vested in the 
Territory of Alaska, free and clear of all encumbrances.” 

This was a misrepresentation of the facts. With regard to the 
land yet to be acquired, the application certified that— 
the sponsor will acquire full title to tract No. 2 free and clear of all encumbrances 
and avigation easements to tracts Nos. 3 and 4. 

The project application also contained a certification by Stanley 

McCutcheon, the attorney for the sponsor— 
that all statements of law made in this project application and all legal con- 
clusions upon which the representations and covenants contained herein are 
based, are in my opinion true and correct. 
As has been pointed out heretofore, there was no actual basis in fact for 
this certification as to title. As was previously pointed out in the 
report, neither the Territory of Alaska nor the Palmer Airport Associ- 
ation had title to the Palmer Airport site on January 9, 1950, when the 
first project application was executed by George S. Schwamm, Terri- 
torial director of aeronautics and certified to by Mr. McCutcheon, as 
attorney for the division of aeronautics. The fact is that the Territory 
did not have even a color of title to this land until April 15, 1950, at 
which time the Palmer Airport Association executed a quitclaim deed 
to the Territory. 

As a justification for this false statement as to land title it was 
stated by Territorial officials during the hearings that there had been 
a complete understanding between the Palmer Airport Association 
and the Territory of Alaska that the Palmer Airport Association 
would donate the land to the Territory in order to obtain an improved 
airport for the community and it was alleged that it was on the basis 
of this agreement and understanding that the division of aeronautics 
certified ownership of the land in this first project application. In this 
same connection, the director of the division of aeronautics of the 
Territory of Alaska testified that such a certification was a “mistake” 
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and attributable to the fact that officials of the CAA in Alaska had 
been apprised of the fact that no title to the land was ever vested in 
the division of aeronautics, but nonetheless suggested that the applica- 
tion reflect the certification as to title in the land, as was done. Here 
again there is a basic conflict in the testimony on this issue in that 
Edward G. Fisher, an official of the CAA in Alaska, who admittedly 
helped to prepare the application, testified that he had assumed, on the 
basis of the certification as to title in the Jand, that such title was vested 
in the division of aeronautics. This same official further testified that 
it was not until the submission of the second project application that 
he was specifically informed that the division of aeronautics had no 
title to the land in issue. 

Out of the welter of conflicting and confusing testimony as to what 
Palmer Airport lands were owned by the Territory at the time of the 
first project application, namely, January 9, 1950, this subcommittee 
has reached one definite conclusion. It is the opinion of the subcom- 
mittee that Mr. Stanley McCutcheon, an experienced attorney, who 
certified as to the legal conclusions in this first project application, 
knew that the Territory did not in fact have title to any part of the 
land at the Palmer Airport site. It is the further opinion of the sub- 
committee that Mr. Schwamm, as director of the Territorial division 
of aeronautics, knew, or should have known, that title to the lands 
was not held by his division. It is conceivable that he relied on the 
opinion of his attorney, Mr. McCutcheon, regarding the title to the 
land, but this reliance cannot entirely relieve Schwamm of his re- 
sponsibility as a public official. 

On February 15, 1950, on the basis of the above-mentioned appli- 
cation, the Administrator for the CAA authorized the issuance of 
a standard grant offer in the amount of $94,750 for the construction 
of the Palmer Airport. However, on March 15, 1950, the Territory 
rejected this first Federal grant offer. The reasons why the Terri- 
tory rejected this offer are set forth in the next section of this report. 


F. MEETING OF ALASKA AERONAUTICS AND COMMUNICATIONS COMMISSION 
ON MARCH 6, 1950, CONCERNING PLANS FOR THE SUBMISSION OF AN 
INCREASED REQUEST FOR FEDERAL AID 


Investigation by the subcommittee clearly indicates that the first 
project application was withdrawn on the basis of and following a 
determination by the Territorial government that sufficient Federal 
matching funds would not be available to reimburse the Territory for 
the expenditures previously made by it on the Palmer Airport for 
construction purposes. Further investigation indicates that it was 
the general concensus among the members of the Alaska Aeronautics 
and Communications Commission that in view of the situation re- 
ferred to above, and in the light of a ruling by the Comptroller Gen- 
eral, the question of land values assumed real significance insofar as 
the future of the Palmer Airport was concerned. The ruling of the 
Comptroller General (see exhibit II in appendix) related to the ques- 
tion of whether the value of land, labor, materials, and equipment do- 
nated or loaned to the sponsor of a project under the Federal Airport 
Act and used in accomplishing such a project, constituted a project cost 
within the meaning of the act for which the sponsor was entitled to 
receive a grant payment. It was the decision of the Comptroller 
General that no objection would be made to an allowance, as a part 
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or all of the sponsor’s share of the project costs, of the value of land, 
labor, materials, and equipment donated, contributed, or loaned to 
the sponsor and the making of grant payments on the basis thereof, 
provided : 

(1) The items donated, contributed, or loaned are items for 
which the contributor otherwise would have made a charge. 

(2) The items donated, contributed, or loaned are item for 
which the sponsor otherwise would have paid and the cost of 
which property could be included in project costs. 

(3) Proper safeguards are taken to determine that the value 
placed on such land, labor, materials, or equipment is fair and 
reasonable. 

The testimony of the attorney for the Alaska Aeronautics and Com- 
munications Commission indicates that on the basis of discussions 
with officials of the CAA in Alaska, as well as on the basis of the above- 
mentioned ruling by the Comptroller General, it became apparent that 
the value of the land became material to the transaction and particu- 
larly in terms of that section of the Federal Airport Act which called 
for the Federal Government to contribute 25 percent of the cost of 
land acquisitions. Accordingly, the Director of the Division of Aero- 
nautics for Alaska appointed three land appraisers and requested an 
independent appraisal of the property and improvements allegedly 
owned by the Palmer Airport Association. In this connection, there 
is considerable evidence pointing to the fact that the Secretary of the 
Palmer Airport Association was requested to secure three appraisers 
who could be “sold” on the idea of appraising the airport property 
at a figure considerably in excess of the value originally stated. In 
response to this request for an appraisal, three different figures were 
submitted ranging from $150,000 to $165,000, 

On March 6, 1950, a meeting of the Alaska Aeronautics and Com- 
munications Commission was held at Anchorage, Alaska. The Gover- 
nor of Alaska presided at this meeting which was attended by the 
various commissioners, as well as by representatives of the division of 
aeronautics and the CAA. At this meeting it was resolved that inas- 
much as some $53,000 of Territory funds had already been spent for 
the improvement and development of the airport, the reasonable value 
of which was then allegedly some $160,000, and since the Federal Gov- 
ernment under the provisions of the Federal Airport Act was author- 
ized to participate in the purchase of the airport property to the extent 
of 25 percent of the purchase price, therefore the director of the divi- 
sion of aeronautics was authorized to negotiate for the purchase of 
the Palmer Airport at a figure not to exceed $160,000 and to negotiate 
with the Administrator of the CAA for Federal participation. It is 
of interest to note that although the commission at this March 6 meet- 
ing resolved that the airport land was worth not less than $160,000, no 
land appraisals were made on behalf of the commission until a week 
after this meeting (the minutes of that meeting are included in the 
appendix as exhibit III). 


(G) SUBMISSION OF PROJECT APPLICATION NO, 2 


After rejecting the first grant offer the Territory, on March 17, 
1950, submitted a second project application wherein the total Federal 
aid requested amounted to $145,125 as opposed to the $94,750 requested 
and authorized under the original agreement. ‘This second application 





PALMER, ALASKA, AIRPORT PROJECT 11 


is set forth as exhibit IV in the appendix. It is noted at this point that 
in the first application the land to be purchased included only tract 
No. 2 valued at $5,500. In that application the Territory certified that 
it already had title to tract No. 1. On the other hand in the second 
project application the Territory certified that it did not hold title to 
either tracts No. 1 or 2, and that it sought to acquire both these tracts. 
The estimated cost of tract No. 1 was $144,500 and the cost of tract No. 
2 was $5,500, making a total of $150,000. In the same connection it 
is observed that in project application No. 2, the Territory certified 
that it held title to no part of the Palmer Airport site, although it had 
certified in its previous application that it held free and clear title 
to tract No. 1, which comprised a large part of the airport site. 

Not withstanding these obvious inconsistencies, the application was 
referred to the CAA in W ashington by representatives of that agency 
in Alaska and on March 30, 1950, the CAA authorized a grant of 
Federal aid in the amount of $145,125 as requested in the second 
project. application. On March 31, 1950, the government of the 
Territory of Alaska, through representatives of the division of aero- 
nautics, accepted this grant offer and signed the required grant agree- 
ment. 

No Federal funds have as yet been expended under the grant agree- 
ment with the Territory. The CAA has taken the position that as a 
result of the facts disclosed by the subcommittee’s investigation, it 
will not furnish any Federal funds for the Palmer Airport “until the 
Comptroller General has had an opportunity to review all of the 
facts and circumstances surrounding the preparation and acceptance 
of the project application. The CAA is now in the process of assem- 
bling the further facts in this case for submission to the Comptroller 
General as is stated in a letter from the Administrator to the C omp- 
troller General dated February 28, 1950 (exhibit I1), which contains 
an explanation of the discrepancies between the two project applica- 
tions as to ownership and cost of the land involved. 


H. MEETING OF PALMER AIRPORT ASSOCIATION ON APRIL 15, 1950, AND 
RESULTING SALE AND OPTION AGREEMENT WITH THE TERRITORY OF 


ALASKA 


Subsequent to the above-mentioned meeting of March 6, 1950, the 
director of the division of aeronautics, as well as Mr. MeCutcheon, 
the attorney for the division, attended a special meeting of the board 
of directors of the Palmer Airport Association on April 15, 1950, at 
Palmer, Alaska. This meeting was called for the purpose of further 
negotiating with the Territory of Alaska for the construction of the 
proposed airport at Palmer and to carry out the Territory’s plan to 
acquire the airport which plan had been devised at the March 6 
meeting of the Alaska Aeronautics and Communications Commis- 
sion. The minutes of this meeting (see ex. V in appendix) reflect 
that some discussion was had concerning the status of the division of 
aeronautics as a sponsor under the Federal Airport Act. It was the 
general feeling of those present that the Territory of Alaska, through 
the division of aeronautics acting as Eponaor, could obtain financi ing 
for the construction of the airport under the Federal Airport Act. 
It was also generally felt that the Territory of Alaska would receive 
funds from the Federal Government amounting to 75 percent of the 
total project cost, save and except that the Territory would receive 
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only 25 percent of funds expended for land acquisition. Considera- 
tion was given to the fact that the Territorial Government had already 
expended in the neighborhood of $53,000 for construction purposes 
for which no matching funds could be claimed. 

On the basis of these conclusions, the Territorial officials felt that in 
order to receive credit under the act for money already expended, it 
would be necessary for the Palmer Airport Association to place a value 
of approximately $150,000 on the airport and then sell the same to the 
Territory of Alaska at that figure, thereby placing the sponsor in a po- 
sition whereby 25 percent of the cost of land acquisition and allowable 
costs under the act could be claimed. heinatinaie. it was agreed by the 
board of directors of the Palmer Airport Association that the entire 
airport site would be conveyed to the Territory of Alaska in consider- 
ation for the payment of $150,000. At this point it might be noted 
that the minutes of this meeting reflect that it was to be further under- 
stood by both parties to the transaction that the consideration as re- 
flected in the form of a Territorial draft payable to the Palmer Air- 
port Association was for the purpose of enabling the Territory to 
qualify under the Federal Airport Act to the extent of 25 percent. It 
was further understood that upon the receipt of said draft in the 
amount of $150,000, the board of directors of the Palmer Airport Asso- 
ciation were empowered to direct the president of the association to 
execute a draft in favor of the Territory of Alaska in the amount of 
$145,000; the $5,000 difference would represent the sum expended 
for the further acquisition of lands from private persons. It was fur- 
ther agreed that this draft was being delivered to the Territory in re- 
turn for the oral promise that the airport would be returned to the 
community of Palmer when and if it was constituted a legal entity 
and qualified under the law to accept the responsibility of maintaining 
and operating the airport. In contemplation of the above agreement, 
the Territory of Alaska had issued a check on April 11, 1! 50, to the 
Palmer Airport Association in the amount of $150,000. This check 
was not deposited by the latter organization, however, until April 17, 
1950, at which time the Palmer Airport Association issued its check to 
the Alaska Aeronautics revolving fund in the amount of $145,000. 

This action was explained by Territorial officials as a logical con- 
sequence of an understanding between the Palmer Airport Association 
and the Territory of Alaska that the land would be donated. If there 
was in fact such an understanding, it would appear that the Territo- 
rial government could have accomplished the same purpose under the 
provisions of the Federal Airport Act itself, as well as on the basis of 
the decision of the Comptroller General referred to heretofore, without 
the necessity of going through the motions of a “wash sale.” An at- 
tempt was made to justify the transaction by the director of the di- 
vision of aeronautics, who testified that it was felt that rather than 
risk a possible controversy if the land was accepted as a gift, it was 
decided that under the above arrangements “it would be a good, clean, 
clear-cut deal” with checks as supporting evidence testifying to the 
expenditures. It would appear, however, that what was accomplished 
in the last analysis was nothing more than a “wash sale” in view of 
the fact that by reason of the return of $145,000, the Territorial gov- 
ernment in effect paid only $5,000 for the property. 

By way of justification for the evaluation of the airport at $150,000 
as of April 15, 1950, the Territorial officials testified that consideration 
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was given to the fact that the Territorial government had not only 
expended in the neighborhood of $53,000 on the airport, but that ex- 
tensive and valuable improvements were donated in the form of labor 
and the use of machinery. In the face of this claim, however, evidence 
was developed through investigation by the subcommittee which indi- 
cated that total cash disbursements on the Palmer Airport prior to this 
time, including the $55,254.55 which had been received from the Ter- 
ritorial government, amounted to approximately $61,000, It further 
developed that the labor which was donated was estimated by the 
secretary of the Palmer Airport Association to be valued at an amount 
in the neighborhood of $4,000 or a total of approximately $65,000, 
which included land cost, as opposed to the valuation of $1 50,000 
placed thereon. In this connection the Secretary of the Palmer Air- 
port Association testified that— 
it was an attempt to get from the Federal Government the maximum amount we 
felt we could, in all reason, based upon what we felt was an approximately fair 
and reasonable value of the property at the time it was sold. 

Pertinent to the discussion of the land valuation in issue here are 
findings made at the request of the subcommittee by two appraisers, 
as to the value of the Palmer Airport at the time of the sale. These 
appraisers, both of whom were associated with the Corps of Engineers, 
estimated the value of the Palmer Airport as of April 15, 1950, at a low 
estimate of $31,985 and a high figure of $120,000. It is not the purpose 
of this report to attempt to determine the validity of any one appraisal 
and it may well be that a truly representative estimate would fall 
somewhere between the two evaluations of the Corps of Engineers. 

It appears to be self-evident, however, and it is the opinion of the 
subcommittee that the sale and option agreement entered into between 
the Palmer Airport Association and the Territorial government was 
an attempt to accomplish by indirection that which could not be 
approved under the law and regulations of the Federal Air port Act. 
This conclusion would appear to be justified in view of the testimony 
of the attorney for the division of aeronautics who agreed that the 
reevaluation of the property was designed to make certain that a larger 
allotment would be forthcoming from the Federal Government, and 
in this way take care of a situation which the sponsor had hitherto 
contemplated would be taken care of by the Federal Government, 
pamely a remibursement for funds expended for construction pur- 
poses prior to the execution of the grant agreement. The net result 
of this operation would have been the complete subsidization of the 
Palmer Airport project by the Federal Government, something which 

was never contemplated under the act. This conclusion is further 
supported by the fact that under that above arrangement, the Territory 
for land acquisition alone would have received from the Federal 
Government 25 percent of $150,000, or $37,500, which figure would 
have been suflic sient to cover the entire share of the Territorial govern- 
ment of $35,875, as was contemplated under the provisions of the 
new applic ation. ‘This would have enabled the Territory to construct 
the airport without spending additional Territorial funds and, as 
definite evidence of such an intention, it was admitted by the director 
of the division of aeronautics in his testimony before the subcommittee 
that no appropriation had been made by the Territorial government 
calling for the expenditure of any funds on the Palmer Airport during 
1950. 


S. Rept. 357, 82-1——-3 
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IV. Hanpurne or PatMer Arrporr Prosyecr Appiications By CAA 


As was previously stated in this report the first project application 
dated January 9, 1950, for the Palmer Airport was reviewed by CAA 
authorities in Alaska and was handled by the CAA officials in Wash- 
ington in a routine manner. A grant offer based on this first applica 
tion was approved by the CAA on February 15, 1950. This first grant 
offer was rejected by the Territory and a sec ond application was pre- 
pared on March 17, 1950. ‘The second application of the Territory was 
received by Mr. Fisher of the CAA office in Alaska, and, after receiv- 
ing routine approv al by him, it was mailed to the Washington resi- 
dence of Chris Lample, Administrator of Alaska Public Airports for 
the CAA, who was in Washington at the time. Upon receipt of this 
second project application Lample personally delivered it to officers 
of the CAA in Washington and arranged to have it processed 
promptly. There is a conflict in the testimony as to exactly how this 
second application was handled when it was first brought to the CAA 
headquarters by Lample. In any event, this “personalized” handling 
of an official matter was justified by the CAA officials involved, on the 
ground that time was of the essence because of the limited construction 
season in Alaska. 

The second application was finally turned over to William Conover, 
operations officer in the Operations Branch of the Operations Division 
of the CAA on March 27, 1950, for processing. Conover reviewed the 
application and prepared an approval of a grant offer for the signa- 
ture of the Administrator of the CAA. No other person in the CAA 
took any part in the actual review of this case other than the four 
CAA officials in the higher echelons in the Washington headquarters, 
who had initialed the documents which had been prepared by Conover. 

The testimony reveals that these other officials who initialed the doe- 
uments prepared by Conover did so without taking the time or the 
effort to acquaint themselves with the facts of the case. It is the con- 
tention of the subcommittee that public officials who initial documents 
and thereby place their stamp of approval upon them must be held 
responsible for the contents thereof. There seems to be no logical 
reason why Government officials should bother to initial documents 
unless they have made at least a summary review of the facts and are 
cognizant of the matters which they are approving by their auto- 
graphic initials. 

The investigation also disclosed that Conover made his decision in 
the case of the second application of the Palmer Airport without com- 
plete knowledge of the facts. He had not checked the first application 
which the Territory had submitted on this same airport and, therefore, 
did not know that the Territory in this second application was actu- 
ally asking for Federal matching funds to purchase land which it, the 
Territory, had certified that it owned in the first application. Fur- 
thermore, Conover had been led to believe by Mr. Lample or other 
CAA officials in Washington that the cost of the land at the Palmer 
Airport had been raised “from $5,500 to $150,000, because originally, 
and at the time of the first application, the Territory had contemplated 
that it would get a large portion of the land as a gift and later found 
out that it would have to pay for it. These circumstances concerning 
the contemplated gift of the Palmer Airport land to the Territory 
appear to have no basis in fact and there is considerable evidence to 
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indicate that Chris Lample and other officials of the CAA knew that 
this was not a fact. However, it should be pointed out that there is 
no evidence that Mr. Conover had any knowledge of the truth or 
falsity of the contention that the Territory contemplated receiving 
this land as a gift. Mr. Conover indicated that, had he known all of 
the facts in this case, he would have conducted further investigation 
before approving a grant offer under these circumstances. 

Not only was this second project application for the Palmer Airport 
considered and approved by the CAA in Washington in this atmos- 
phere of confusion and half facts, but it was pushed through as a rush 
order, as the result of Mr. Lample’s request. On March 80, 1950, this 
second project application was formally approved under the signature 
of the Administrator of the CAA, thereby committing the Federal 
Government to make available to the Territory of Alaska Federal 
matching funds up to approximately $145,000 for the improvement of 
Palmer Airport. 

While the amount of Federal funds involved in this specific case is 
not a large sum compared to the public funds which are expended 
annually by the CAA under the Federal Airport Act, the manner in 
which this case was handled is indicative of a major weakness, if not 
intolerable carelessness, in the administration of the act by the CAA. 
The Director of the Office of Airports who approved the Palmer Air- 
port application by initialing it, although he admitted he had no 
knowledge of the facts, testified that since the enactment of the Fed- 
eral Airport Act in 1946, approximately 1,700 airport ap ypli cations in 
volving approximately $165,000,000 had passed through his office. 
Of that number, he has had occasion to make careful study and ex- 
amination in only about six instances. While the subcommittee does 
not intend to infer that the Director of Airports should have personal 
knowledge of all the facts in every case passing through his office, 
some responsible official of the CAA should have the complete facts in 
each case before a decision is made to obligate Federal funds. Fur- 
thermore, it is not the contention of the subcommittee that the de- 
linquencies which occurred in the Palmer case did, in fact, take place 
in other cases handled by the CAA. However, it is highly als ible 
that under the then-existing system some cases of a similar n: wear 
were approved by the Administrator. It is for that reason that the 
subcommittee is of the opinion that the CAA has the definite respon- 
sibility of making careful and complete inquiries in each case wherein 
it commits Federal matching funds under the Federal Airport Act. 
The subcommittee believes that, as the result of this investigation, 
the CAA officials who are entrusted with the handling of large 
amounts of Federal funds are more keenly aware of their respon 
sibilities. A follow-up and further check is desirable and will be 
made by this subcommittee with reference to the administration of 


the Federal Airport Act. 


V. Crances tn REGULATIONS AND Procepures or CAA as ture Resvrt 
Tris Inquiry 


Since the inl ith: ation of the eereommmniton’ investigation. and 


result of the delinquencies disclosed by the inquiry, 1 CAA ha 
amended certain sections of the reeula “enlagee ip ly” 36 ail Airport 
Act and has enunciated policy statements with regard to the handling 
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of cases under the act, in an effort to prevent a recurrence of some of 
the conditions found to exist in the Palmer Airport transaction. 
These changes in procedures and policy are set forth in full in a 
circular letter dated March 6, 1951, addressed to all regional admin- 
istrators of the CAA by the Administrator of that agency. (This 
letter is set forth in the appendix as exhibit VI.) 

Most of the changes in the regulations have to do with the handling 
of project applications involving the acquisition of land. The Ad- 
ministrator reiterates a new amendment to the regulations which was 
made on October 3, 1950, requiring that each “project application 
which includes donated land as an item of airport development be 
accompanied by two appraisals of the land involved. Such appraisals 
were not required at the time the Palmer Airport project was sub- 
mitted and had such appraisals been available to the CAA, they would 
have been in a much better position to make an equitable and proper 
finding in the Palmer case. 

Later, on March 6, 1951, further amendments were made to the 
regulations for the purpose of protecting the interests of the Federal 
Government, particularly in those cases where land is donated to the 
public sponsors of the airport. These regulations, which are self-ex- 
planatory, are set forth in exhibit V. 

The subcommittee is particularly gratified to note that the CAA 
Administrator, in his letter of March 6, issued three statements of 
policy, which, had they been followed in the Palmer case, would have, 
no doubt, given greater protection to interests of the Federal Gov- 
ernment in this case. ‘The first policy statement pointed out that no 
project for land acquisition should be approved by the CAA until a 
determination has been made by the CAA that the land costs involved 
appeared to be reasonable. This, of course, was not done in the Palmer 
sase. 

The second policy statement stresses the fact that where a sponsor, 
which in all cases is a public agency, is to acquire land after the sub- 
inission of the project application, the local officials of the CAA must 
make adequate inquiries to assure themselves that the sponsor has 
acquired satisfactory property rights before the CAA will consent to 
allow the sponsoring agency to begin construction on the airport. 

The third statement of policy enunciated in the Administrator’s 
letter of March 6, points out that each employee of the CAA is charged 
with the duty of disclosing all information concerning an airport 
project, whether obtained in his official capacity or otherwise. The 
subcommittee agrees with this statement of policy and as has been pre- 
viously pointed out in this report, had all of the CAA official involved 
in the Palmer case laid all of the facts before their superiors and others 
who were acting in the case, there is no doubt that the CAA could have 
arrived at a proper decision based upon all the facts. 


VI. Frxvincs AnpD CONCLUSIONS 


. Early in 1950 the Territory of Alaska, under the provisions of 
the Federal Airport Act, sought to obtain Federal matching funds 
from the CAA for the improvement of an airport at Palmer, “Alaska. 
The law contemplated that both Territorial and Federal funds would 
be available for his project. From 1945 through 1949 the Territory 
of Alaska allegedly expended some $53,000 on the construction of the 
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airport at Palmer. Under the provisions of the Federal Airport Act 
the Territory could not be reimbursed from Federal funds for any 
construction costs incurred by the Territory prior to March 31, 1950, 
at which time the CAA entered into a grant agreement with the 
Territory. Notwithstanding this situation the Territor y did arrange 
to receive Federal matching funds under circumstances whereby the 
Territory would be indirectly reimbursed for the money which it had 
expended on the airport prior to the grant agreement. As the result 
of this situation, the actual cost of all new improvements on the air- 
port would be borne solely by the Federal Government. 

In the opinion of the subcommittee the following circumstances 
indie ate that the Territory did attempt to obtain these Federal match- 
ing funds by subterfuge, which funds it could not have obtained di- 
rectly under existing law: 

(a) Although the Territor y in its final project application certified 
that it intended to expend approximately $148,000 as its share of the 
cost of acquiring and improving the Palmer Airport, there was, in 
fact, no appropriation made for any Territorial expenditures on that 
airport. Furthermore Territorial officials testified that it was not 
planned to use any new funds other than Federal matching funds in 
the improvement of the are 

(b) In its first project application dated January 9, 1950, the Ter- 
ritory certified that it held title to a portion of the sade property. 
Investigation revealed that at the time of the first project application 
the Territory did not hold title to any part of the airport property, 
and this fact was known to officials of the Alaska Aeronautics and 
Communications Commission and its attorney who made a false certi- 
fication. It was not until April 15, 1950, that the Territory acquired 
an interest in the property. 

(c) Officials of the Alaska Aeronautics and Communications Com- 
mission arranged to have an unreasonably high appraisal value placed 
upon the P almer Airport property. Thereafter these same offici: als, 
with the connivance of the Palmer Airport Association, planned and 
consummated a “wash sale” transaction with the association. Under 
this scheme the Territory paid to the association the inflated price of 
$150,000 for the airport land and it was arranged to have $145,000 
of that amount promptly returned to the Territory under an oral 
agreement whereby the airport was to be returned to the community of 
Palmer at some undeterminable future date. George S. Schwamm, 
Territorial director of aeronautics and Stanley MceCute heon, attorne y 
for the Territorial division of aeronautics took leading parts in 
this “wash sale.” However, the other members of the Alaska Aeronau- 
tics and Communications Commission must accept a share of the blame 
~ responsibility for the transaction. 

A review of all available facts compels the subcommittee to con- 
dade that Edward G. Fisher, Chris Lample, and possibly other 
CAA officials in the Alaska regional office were aware of the devious 
methods which were being employed by Territorial officials in their 
efforts to obtain Federal matching funds for the Palmer Airport. 
Furthermore, these CAA officials in Alaska failed in their duty to 
disclose fully these facts to the CAA officials in Washington who were 
handling the case. 
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4. This second Territorial project application for the Palmer Air- 
port, upon which the Government’s final grant offer was based, was 
handled in a slipshod, careless and incompetent manner by the CAA 
in Washington. Notwithstanding the fact that the CAA Washington 
officials did not have all of the facts which were known to the Terri- 
torial officials and to some of the CAA regional officials in Alaska, it 
is evident that had adequate inquiries been made in W: ashington the 
CAA could have readily availed itself of sufficient facts upon which 
to base a proper decision. 

>. As the result of collusion between Territorial and CAA officials 
there was an attempt to shift the entire cost of the new improvements 
on the Palmer Airport to the Federal Government. Had the Terri- 
torial and Regional CAA officials who handled this case acted with 
the candor and forthrightness which is to be expected of public officials 
in their dealings with each other, neither would have permitted the 
gorge fuge and “deceit which occurred in this case. 

The subcommittee is convinced that if this investigation had not 
bean made, the Territory of Alaska would have been paid all or sub- 
stantially all of the Federal matching funds it requested in its second 
project applic ation. However, the CAA has not made any grant pay- 
ments to the Territory of Alaska on the Palmer project and has advised 
the subcommittee that it will not do so until it has determined the 
liability of all items of project cost claimed by the Territory and 
obtained the Comptroller General's opinion as to the propriety of any 
grant payments on this project. The subcommittee recommends that 
the ¢ ‘omptroller General make a very careful study of all the facts 
of this case, including the testimony and report of this subcommittee’s 
investigation before making any final decision relative to the disburse- 
ment of Federal funds. 

7. As a direct result of this investigation the CAA has revised its 
riaeh ations and procedures with a view of preventing similar delin- 
quencies in connection with other Federal airport aid projects. How- 
ever, in view of the facts developed in this case, the subcommittee in- 
tends to make further checks on the administration of the Federal 
Airport Act to assure itself and the public that this act is being admin- 
istered efficiently and economically in accordance with the provisions 
of the law and the intent of Congress. 

8. Public officials entrusted with the responsibility of allocating or 
expending public funds are charged with the duty of handling these 
funds in a judicious and businesslike manner. Inefficiency, misman- 
agement, or indifference in the handling of such funds will not be 
tolerated and those public officials who engage in or condone such 
laxity have no place in the Federal service. 
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ExuHsiT I 
Form ACA-1624 Form Approved 
(3-48) BUDGET BUREAU NO. 41—R845.1 


UNITED STATES OF AMERICA 
DEPARTMENT OF COMMERCE 


CIVIL AERONAUTICS ADMINISTRATION 


Washington, D. C 


PROJECT APPLICATION 


For FEDERAL AID FOR DEVELOPMENT OF PUBLIC AIRPORTS 
PART I—PROJECT INFORMATION 


The Territory of Alaska (herein called the “Sponsor’’) hereby makes appli- 
cation to the Administrator of Civil Aeronautics (herein called the ‘““Administra- 
tor’) for a grant of Federal funds pursuant to the Federal Airport Act of 1946 
and the Regulations issued thereunder, for the purpose of aiding in financing a 
project (herein called the “Project” ) for development of the Palmer Municipal 
Airport (herein called the “Airport’) located at latitude 61°35’ N., longitude 
149°06’ W., in the Third Division of the Territory of Alaska. 

It is proposed that the Project consist of the following-described airport 
development : 

1. Land Acquisition. 

2. Reconstruction and extension of present 135’ x 2,600’ turf runway to a 
150’ x 3,750’ sand-gravel stabilized surface runway. 

3. Construction of a 150’ x 4,950’ EW sand-gravel stabilized surface runway 
on the axis of the existing 135’ x 2,700’ unstabilized landing strip. 


all as more particularly described in the survey map attached hereto as Exhibit 
“A” and the plans and specifications (attached hereto as Exhibit “B’), which 
are made a part hereof 

The following is a summary of the estimated costs of the Project: 


Estimated spor Estimated Federal 
( "3 r } ? 
Total t ) ul ir cO 
Item ie 
Amount |Percent|; Amount | Percent 
1, LAND Costs (Including costs of acquiring 
land and administrative costs incident 
thereto) $5, 500. 00 $4. 125. 4 75 $1. 375.00 25 
2. CONSTRUCTION Costs: 
a. Cost of Preparation of Site 106, 000. 00 z 
b. Cost of Paving Runways, Taxiways and 
Aprons 
ec. Lighting Costs 
d. Building Costs 
e. Other Miscellaneous Construction Costs SOO. 00 
Total Construction Costs 106, 500. 00 
3. ENGINEERING AND SUPERVISION Costs 12, 000. 00 
4. ADMINISTRATIVE COSTS 
De rk tal {I 2, 3, ar it above tis. 500.00 90 62 y . RQ Q7F 75 
6. CONTINGENCIES 6, 000. 00 1. 500 OF 4 \ 75 
7. ToTAL ALL EstiMATeD PRoectT Costs 130, OF ”) 5,2 4, 750. 
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PART II-—-REPRESENTATIONS 


In order to induce the United States to enter into a Grant Agreement with 
respect to the Project, the Sponsor hereby represents and certifies as follows: 

1. Legal Authority.—The Sponsor has the legal power and authority: (1) to 
do all things necessary in order to undertake and carry out the Project in con- 
formity with the Act and the Regulations; (2) to accept, receive, and disburse 
grants of funds from the United States in aid of the Project, on the terms and 
conditions stated in the Act and the Regulations; and (3) to carry out all of the 
provisions of Parts III and IV of this Project Application. 

2. Funds.—The Sponsor now has on deposit, or is in a position to secure, 
$35,250.90 for use in defraying the costs of the Project. The present status of 
these funds is as follows: 

Part on deposit and part to be obtained from the Territorial Motor Fuel Sales 
Tax. 

3. Land.—The Sponsor holds the following property interests in the following 
tracts of land’ which are to be developed or used as part of or in connection with 
the Airport, all of which lands are identified on the survey map which is attached 
hereto as Exhibit “A”: 

Full title to tracts #1 at the time of this application is vested in the Territory 
of Alaska, free and clear of all encumbrances. 

4. Approvals of other Agencies.—The Project has been approved by all non- 
federal agencies whose approval is required, namely: 

None required. 

5. Defaults.—The sponsor is not in default on any obligation to the United 
States or any agency of the United States Government relative to the develop- 
ment, operation, or maintenance of any airport, except as stated herewith: 

6. Possible Disabilities.—There are no facts or circumstances (including the 
existence of effective or proposed leases, uSe agreements, or other legal instru- 
ments affecting use of the Airport or the existence of pending litigation of 
other legal proceedings) which: (a) are known or by due diligence might be 
known; (b) in reasonable probability might make it impossible for the Spon- 
sor to carry out and complete the Project or carry out the provisions of Parts 
III and IV of the Project Application, either by limiting its legal or financial 
ability or otherwise; and (c) have not been brought to the attention of an 
authorized representative of the Administrator. 

7. Future Development.—The Sponsor intends ultimately to develop the Air- 
port as proposed in the current Master Plan Layout for the Airport, which plan 
has been mutually agreed upon by the Sponsor and the Administrator; and 
intends to proceed with such further development when it is necessary and 
feasible. The Sponsor further represents that pending such further develop- 
ment and to the extent of its ability to do so, it intends to acquire the lands and 
interests therein necessary for such development or to take such other action 
as will protect such proposed lands or interests from any development thereof 
inconsistent with the intended airport use. 


PART I!TI—SPONSOR’S ASSURANCES 


In order to furnish the Administrator the Sponsor’s assurances required by 
the Act and the Regulations, the Sponsor hereby covenants and agrees with the 
United States, as follows: 

1. These covenants shall become effective upon acceptance by the Sponsor 
of an offer of Federal aid for the Project or any portion thereof, made by 
the Administrator, and shall constitute a part of the Grant Agreement thus 
formed. These covenants shall remain in full force and effect throughout 
the useful life of the facilities developed under the Project but in any event 
not to exceed 20 years from the date of said acceptance of an offer of Federal 
aid for the Project. 

2. The Sponsor will operate the Airport as such for the use and benefit of 
the public. In furtherance of this covenant (but without limiting its gen- 
eral applicability and effect), the Sponsor specifically agrees that it will keep 
the Airport open to all types, kinds and classes of aeronautical use with- 
out discrimination between such types, kinds and classes: Provided, That the 
Sponsor may establish such fair, equal and nondiscriminatory conditions to 
be met by all users of the Airport as may be necessary for the safe and efficient 


*The separate tracts of land need only be identified here by the parcel numbers shown 
on the survey map. 
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operation of the Airport; And Provided Further, That the Sponsor may pro 
hibit any given type, kind or class of aeronautical use of the Airport if such 
action will best serve the aeronautical needs of the area served by the Air- 
port. 

3. The Sponsor will not exercise, grant, or permit any exclusive right for the 
use of the Airport forbidden by Section 303 of the Civil Aeronautics Act of 1938, 
as amended. In furtherance of this covenant (but without limiting its general 
applicability and effect), the Sponsor specifically agrees that it will not either 
directly or indirectly exercise, or grant to any person, firm, or corporation, or 
permit any person, firm, or corporation to exercise, any exclusive right for the use 
of the Airport for commercial flight operations, including air carrier transporta- 
tion, rental of aircraft, conduct of charter flights, operation of flight schools, or 
the carrying on of any other service or operation requiring the use of aircaft. 

4. The Sponsor agrees that it will operate the Airport for the use and benefit 
of the public, on fair and reasonable terms and without unjust discrimination. 
In furtherance of this covenant (but without limiting its general applicability 
and effect), the Sponsor specifically covenants and agrees: 

(a) That in any agreement, contract, lease, or other arrangement under which 
a right or privilege at the Airport is granted to any person, firm, or corporation 
to render any service or furnish any parts, materials, or supplies (including the 
Sale thereof) essential to the operation of aircraft at the Airport, the Sponsor 
will insert and enforce provisions requiring the contractor: 

(1) to furnish good, prompt, and efficient service ~ adequate to meet all 
the demands for its service* at the Airport. 

(2) To furnish said service’* on a fair, equal, and nondiscriminatory basis 
to all users thereof, and 

(3) to charge fair, reasonable, and nondiscriminatory prices for each unit 
of sale or service: * Provided, That the contractor may be allowed to make 
reasonable and non-discriminatory discounts, rebates, or other similar types 
of price reductions to volume purchasers. 

(b) That it will not exercise or grant any right or privilege which would 
operate to prevent any person, firm, or corporation operating aircraft on the 
Airport from: 

(1) Performing any services on its own aircraft with its own employees 
(including, but not limited to, maintenance and repair) that it may choose 
to perform. 

(2) Purchasing off the Airport and having delivered on the Airport 
without entrance fee, delivery fee, or other surcharge for delivery any 
parts, materials, or supplies necessary for the servicing, repair, or opera- 
tion of its aircraft : Provided, That the Sponsor may make reasonable charges 
for the cost of any service (including charges for maintenance, operation, 
and depreciation of facilities and rights-of-way) furnished by the Sponsor 
in connection with the delivery of any parts, materials, or supplies: And 
Provided Further, That in the case of aviation gasoline and oil purchased 
off the Airport and delivered to the Airport, the Sponsor may require the 
aviation gasoline and oil to be stored in specified places, limiting the amount 
delivered to the amount of storage space available, and if necessary for the 
safe and efficient operation of the Airport, require persons furnishing their 
own aviation gasoline and oil to utilize such storage, dispensing, and de 
livery system as the Sponsor may designate. 

(c) That if it exercises any of the rights or privileges set forth in subsection 
(a) of this paragraph it will be bound by and adhere to the condition specified 
for contractors set forth in said subsection (a). 

5. Nothing contained herein shall be construed to prohibit the granting or ex 
ercise of an exclusive right for the furnishing of nonaviation products and sup- 
plies or any service of a nonaeronautical nature, 

G. The Sponsor will suitably operate and maintain the Airport and all facilities 
thereon or connected therewith which are necessary for airport purposes other 
than facilities owned or controlled by the United States, and will not permit any 
activity thereon which would interfere with its use for aeronautical purposes 
Provided, That nothing contained herein shall be construed to require that the 
Airport be operated and maintained for aeronautical uses during temporar) 
periods when snow, flood, or other climatic conditions interfere substantially with 
such operation and maintenance. Essential facilities, including night-li; ! 


lighting 








2 NoTr.._-As used in these subsections the word “servics hall include f 
parts, materials, and supplies (including sale thereof) as we 
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systems, when installed, will be operated in such a manner as to assure their 
availability to all users of the Airport. 

7. To the extent of its financial ability, the Sponsor will replace and repair 
all buildings, structures, and facilities developed under the Project which are 
destroyed or damaged, replacing or restoring them to a condition comparable to 
that preceding the destruction or damage, if such buildings, structures, and 
facilities are determined by the Administrator to be necessary for the normal 
operation of the Airport. 

8. Insofar as is within its powers and reasonably possible, the Sponsor will 
prevent the use of any land either within or outside the boundaries of the Airport 
in any manner (including the construction, erection, alteration, or growth of any 
structure or other object thereon) which would create a huzard to the landing, 
taking-off or maneuvering of aircraft at the Airport, or otherwise limit the use- 
fulness of the Airport. This objective will be accomplished either by the adop- 
tion and enforcement of a zoning ordinance and regulations or by the acquisition 
of easements or other interests in lands or airspace, or by both such methods. 
With respect to land outside the boundaries of the airport, the Sponsor will also 
remove or cause to be removed any growth, structure, or other object thereon 
which would be a hazard to the landing, taking-off, or maneuvering of aircraft 
at the Airport, or if such removal is not feasible, will mark or light such growth, 
structure, or other object as an airport obstruction or cause it to be so marked 
or lighted. The airport approach standards to be followed in performing the 
covenants contained in this paragraph shall be those established by the Adminis- 
trator in Office of Airports Drawing No. 672 dated September 1, 1946, unless 
otherwise authorized by the Administrator. 

%. All facilities of the Airport developed with Federal aid and all those usable 
for the landing and taking-off of aircraft will be available to the United States at 
all times, without charge, for use by military and naval aircraft in common with 
other aircraft, except that if the use by military and naval aircraft is substantial, 
a reasonable share, proportional to such use, of the cost of operating and main- 
taining facilities so used, may be charged. The amount of use to be considered 
“substantial” and the charges to be made therefor shall be determined by the 
Sponsor and the using agency. 

10. The Sponsor will furnish to any civil agency of the United States, with- 
out charge (except for light, heat, janitor service, and similar facilities and 
services at the reasonable cost thereof), such space in airport buildings as may be 
reasonably adequate for use in connection with any airport air traffic control 
activities, weather-reporting activities, and communications activities related to 
airport air traffic control, which are necessary to the safe and efficient operation 
of the Airport and which such agency may deem it necessary to establish and 
maintain at the Airport for such purpose. 

11. After completion of the Project and during the term of these covenants, 
the Sponsor will maintain a current system of Airport accounts and records, 
using a system of its own choice, sufficient to provide annual statements of income 
and expense. It will furnish the Administrator with such annual or special 
Airport financial and operational reports as he may reasonably request. Such 
reports may be submitted to the Administrator on forms furnished by him, or 
may be submitted in such other manner as the Sponsor elects, provided the es- 
sential data are furnished. The Airport and all airport records and documents 
affecting the Airport, including deeds, leases, operation and use agreements, 
regulations, and other instruments, will be available for inspection by any duly 
authorized representative of the Administrator upon reasonable request. The 
Sponsor will furnish to the Administrator, upon request a true copy of any such 
document. 

12. The Sponsor will not enter into any transaction which would operate to 
deprive it of any of the rights and powers necessary to perform any or all of the 
covenants made herein, unless by such transaction the obligation to perform all 
such covenants is assumed by another publie agency eligible under the Act and 
the Regulations to assume such obligations and having the power, authority, and 
financial resources to carry out all such obligations. If an arrangement is made 
for management or operation of the airport by any agency or person other than 
the Sponsor or an employee of the Spensor, the Sponsor will reserve sufficient 
powers and authority to insure that the Airport will be operated and maintained 
in aecordance with the Act, the Regulations, and these covenants. 

13. The Sponsor will maintain a master plan of the Airport having the current 
approval of the Administrator. Such plan shall show building areas, approach 
areas, and landing areas, indicating present and future proposed development. 
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The Sponsor will conform to such master plan in making any future improve- 
ments or changes at the Airport which, if made contrary to the master plan, 
might adversely affect the safety, utility, or efficiency of the Airport. 

14. (a) The Sponsor will acquire within a reasonable time but in any event 
prior to the start of any construction work under the Project, the following 
property interests in the following tracts of land* on which such construction 
work is to be performed, all of which lands are identified on the survey map which 
is attached hereto and identified as Exhibit “A”: 

Full title of tracts # 2, free and clear of all encumbrances, whatsoever nature. 

Avigation easements as required by regulation to tracts #3 and #4. 

15. Unless the context otherwise requires, all terms used in these covenants 
which are defined in the Act and the Regulations shall have the meanings 
assigned to them therein. 


PART IV——-PROJECT AGREEMENT 


If the Project or any portion thereof is approved by the Administrator and an 
offer of Federal aid for such approved project is accepted by the Sponsor, it is 
understood and agreed that all airport development included in such project will 
be accomplished in accordance with the Act and the Regulations, the plans and 
specifications for such development, as approved by the Administrator, and the 
Grant Agreement with respect to the project. 

In witness whereof, the Sponsor has caused this Project Application to be 
duly executed in its name, this 9th day of January 1950. 

TERRITORY OF ALASKA, 
By GeEorGE 8S. SCHWAMM, 
Director of Aviation. 

Opinion of Sponsor’s Attorney: I hereby certify that all statements of law 
made in this Project Application and all legal conclusions upon which the repre- 
sentations and covenants contained herein are based, are in my opinion true 
and correct. 

STANLEY McCuTCHEON, 


(itorne y for Sponsor. 


Date: 1—9—-50. 





Exuisir II 


FEBRUARY 28, 1951. 
Hon. LinpsAay C. WARREN, 
Comptroller General of the United States, 
Washington 25, D.C. 


DEAR Mr. COMPTROLLER GENERAL: Reference is made to the letters, dated Feb- 
ruary 7, 1951, and October 5, 1950, from the Chief, Contract Examining Section 
relative to grant agreement No. CSca-—3390 with the Territory of Alaska, request- 
ing a detailed explanation as to the variances in statements contained in the 
Territory’s first and second project applications with reference to ownership 
and cost of the land involved in the project. 

In our letter of November 10, 1950, it was stated that the variances in the ap 
plications with respect to ownership and cost of the land were the subject of 
un investigation, upon the completion of which we would advise you further in 
the matter. 

While we have not yet made a determination as to the allowability of the cost 
of the land included ir the project, we believe our investigation has developed 
sufficient facts to explain the variances in question. 

In the first project application, dated January 9, 1950, the sponsor represented 
that it held full title to tract No. 1, as identified on the map attached as exhibit A, 
and covenanted to acquire full title to tract No. 2 and certain navigation ease 
ments in tracts Nos. 3 and 4. The amount of $5,500, set forth in part I of the 
application as the total estimated land cost, appears to have been the sponsor's 
estimate of the cost of acquisition of only tract 2. No estimate of cost for tract 1 
was included in the first application apparently for the reason that the sponsor 
did not contemplate making any out-of-pocket expenditures in connection with 

* The separate tracts of land need only be identified here by the parcel numbers shown on 
the survey map. 
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the acquisition of that tract and did not then wish to claim the value of the tract 
on the donation theory. In this connection, you will recall that, according to 
your opinion No. B-81321, dated November 19, 1948, the value of land donated 
to a sponsor is a project cost within the meaning of the Federal Airport Act, 
“for which the sponsor is entitled to receive, to the extent such cost is found 
to be allowable, a grant payment.” 

While a grant offer was tendered to the sponsor pursuant to the first project 
application, that offer was not accepted by the sponsor. Instead, the sponsor 
then filed the second project application, dated March 17, 1950, representing that 
it owned none of the land necessary for the project, covenanting to acquire all 
such land, including tract No. 1, and estimating land costs at $150,000. It is 
this project application that is a part of grant agreement No. C&8ca-3390. 

It is understood that the sponsor’s purpose in filing this second project appli- 
cation was to include the acquisition of tract No. 1 in the project and thus request 
a grant payment therefor on the basis of its value as donated land. As a result, 
it appears that the $150,000 set forth in the second project application as the 
total estimated land costs, represented the sponsor’s estimate of the value of 
tract 1, as a donation, plus the estimated cost of purchasing tract 2. 

In this connection, it is believed desirable to point out that the approval of a 
project application and issuance of a grant offer pursuant thereto does not 
commit the United States to make payment to the sponsor on the basis of the 
respective project costs set forth in the project application. In the issuance 
of a grant offer the Administrator of Civil Aeronautics agrees to pay the United 
States share of only such project costs as are subsequently found by him to meet 
the test of allowability prescribed by the Federal Airport Act. 

With respect to the variance in the sponsor's representations as to land title, 
it is our understanding that, prior to the submission of the first project applica- 
tion there was an oral agreement between the sponsor and the owners of tract 1 
that such tract would be conveyed to the sponsor and that the sponsor considered 
such oral agreement as adequate for purposes of representing that it did, in 
fact, have title to the land involved. Subsequently, the sponsor’s representatives 
apparently realized that such representation was incorrect and therefore pre- 
pared the second application correctly to state that title to none of the land 
involved in the airport site was held by the sponsor. 

As you probably know, this project has been the subject of an investigation by 
the Senate Committee on Expenditures in the Executive Departments, public 
hearings on this matter having been held by a subcommittee of that committee 
on January 18, and 19, 1951. To our knowledge, the report of that committee 
has not yet been issued. 

For your further information, it has been decided that no determination will 
be made as to the allowability of the project costs payable under the Palmer 
grant agreement until that report is issued. In addition, before making pay- 
ment of any amount that is determined by the Civil Aeronautics Administration 
to be allowable under that grant agreement, the entire matter will be referred 
to your office for an opinion as to the propriety of making the proposed payment. 

I trust this letter satisfactorily explains the variances in the representations 
in the two project applications with respect to ownership and costs of the land 
involved in the Palmer project. 

Sincerely yours, 





DONALD W. NyYkopP, 
Administrator of Civil Aeronautics. 





Exursit III 


Subject: Meeting of the Alaska Aeronautics and Communications Commission. 
Date: March 6, 1950. 
Place: Anchorage, Alaska, CAA Conference Room. 

Meeting was called to order at 9:00 A, M. by Chairman, Governor Ernest 
Gruening. 

Commissioners present: Mr. Sheldon B. Simmons, Mr. Neal W. Foster, Mr. 
Jack Carr, Mr. Frank Barr. 

Others present: Mr. Stanley McCutcheon, Attorney; Mr. George S. Schwamm, 
Director; Mrs. W. F. Meek, Secretary to the Director. 

The opening discussion was relative to obtaining signatures of the Board mem- 
bers of the Commission, on resolution pertaining to Director’s authority to execute 
grant agreements in behalf of the Territory, selection of airport sites, execution of 
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contracts in connection with airport, seaplane floats, ramps, and like facilities. 
Also signatures were requested for resolutions for land acquisition at proposed 
airport sites at Kotzebue, Dillingham, Ninilehik, and Fort Yukon, Alaska. It 
was pointed out by the Director that the entire program was at a complete 
standstill until this authority was granted him by the Commission, and in 
accordance to Federal Aid Airport Act procedure. 

Mr. Carr and Mr. Simmons were of the opinion that the previous resolution 
under discussion was too broad in scope and power granted the Director. Mr. 
McCutcheon explained the origin of the resolution, which was drafted by Mr. 
Fitzgerald, Regional Attorney for Civil Aeronautics Administration, and that it 
was not intended to take away the power of the Commission, but only to enable 
the Director to proceed under established order of the Federal Aid Airport Act, 
to carry out the proposed program. 

A new resolution was drafted at the suggestion of Governor Gruening, and was 
presented to the CAA attorney for approval. Approval was received and resolu- 
tion adopted by the Commission as herein contained. 


RESOLUTION 


Whereas Chapter 123 of the Session Laws of Alaska, 1949, created a Territorial 
Department of Aviation, whose purpose is declared in that Act to further the 
public interest in aeronautical progress—by encouraging and developing aero 
nautics and the establishment and operation of a Territorial system of airports 
through cooperation with municipalities, and otherwise, including cooperation 
with the Federal Government and acceptance and utilization of Federal Funds 
allotted for such purpose; and 

Whereas it is the desire of the Alaska Aeronautics and Communications Com- 
mission to give authority to the Director of this Commission, Mr. George S. 
Schwamm, to carry out certain provisions of said Act, and 

Whereas applications having been made and to be made in the future for 
Federal Aid in the development of certain airport projects, of the character 
outlined in the Project Applications submitted to the Civil Aeronautics Adminis- 
tration: 

Now, THEREFORE, be it resolved by the members of the Alaska Aeronautics and 
Communications Commission of the Territory of Alaska: 


SECTION I 


That the Territory of Alaska shall enter into grant agreements with the 
Administrator of Civil Aeronautics Administration for the purpose of obtaining 
Federal Aid. 


SECTION II 


That George 8. Schwamm, Director of the Division of Aeronautics and Execu- 
tive Officer of the Commission, is hereby authorized and directed to execute the 
said grant agreements in behalf of the Territory of Alaska and is given full power 
to do all other things necessary in the premises, including the selection of airport 
sites, execution of contracts in connection therewith, selection of seaplane ramps, 
and full power to execute all contracts in connection with all airport, seaplane 
floats, ramps and all like facilities previously agreed upon by the Board. 


SECTION III 


That the grant agreements referred to hereinbefore shall be on Federal Form 
ACA 16382 (5-49) attached hereto and made a part hereof, subject, however, to 
the inclusion of any special condition, or conditions, which the Administrator 
may deem necessary with respect to the nature or extent of any property interest 
required for the development of any of the said projects, or with respect to the 
alteration or amendment of the plans and specifications for any of the said proj- 
ects. All assurances, covenants, warranties and undertakings, set forth in, 
or incorporated by reference in, said grant agreements are hereby expressly given, 
made, and adopted on behalf of, and in the name of the Territory of Alaska, to 
be effective as and from the date of acceptance of said grant agreement, and to 
continue in effect during the life of said grant agreement in accordance with the 
provisions thereof. 
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The foregoing resolution is duly adopted by a majority of the members of the 
Commission. 
March 6, 1950. 
Ernest GRUENING, Chairman. 
Frank Barr, Member. 
S. B. Stumons, Member. 
NEAL W. Foster, Member. 
J. R. Carr, Member. 


Motion was made by Mr. Barr and seconded by Mr. Carr to adopt the foregoing 
resolution. Motion was carried unanimously. 

Motion was made by Mr. Carr and seconded by Mr. Simmons that the Seward 
Municipal Airport be included in the 1950 program, with a limit of $30,000 as 
Territorial participation under the Federal Aid Airport Program. Motion was 
carried unanimously. 

It was moved by Governor Gruening and seconded by Mr. Foster that $50,000 
be allocated as Territorial participation under Federal Air Airport Program for 
construction of the Kotzebue Municipal Airport. Motion unanimously carried. 

It was moved by Governor Gruening and seconded by Mr. Barr that $35,000 
be allocated as Territorial participation under Federal Aid Airport Program for 
construction of the Fort Yukon Municipal Airport. Motion was carried 
unanimously. 

It was moved by Governor Gruening and seconded by Mr. Barr that $37,500 
be allocated as Territorial participation under Federal Aid Airport Program for 
construction of the Skagway Municipal Airport. Motion was carried unani- 
mously. 

It was moved by Mr. Carr and seconded by Mr. Simmons that $5,000 be 
allocated as Territorial participation under the Federal Aid Airport Program 
for construction of the Ninilehik Municipal Airport. Motion was unanimously 
carried. 

It was moved by Mr. Carr and seconded by Governor Gruening that $17,500 
he allocated as Territorial participation under the Federal Aid Airport Program 
for construction of the Seldovia Municipal Airport. Motion was unanimously 
earried. 

It was moved by Mr. Carr and seconded by Mr. Simmons that $45,000 be 
allocated as Territorial participation under the Federal Aid Airport Program for 
construction of the Dillingham Municipal Airport. Motion was unanimously 
earried. 

Mr. Carr discussed the possibility of the Territory losing Merrill Field upon 
the completion of the International Airport and urged the Commission to not lose 
sicht of the value of this field to the Territory. The present field is very necessary 
to aviation in that small aircraft would be forced to look elsewhere for landing 
and take-off operations, together with parking and hangar faeilities. 

Motion was made by Governor Gruening and seconded by Mr. Carr that the 
Director investigate the present status of ownership, lease, etc., of Merrill Field 
and instigate all legal procedure necessary to acquiring this location in view of 
future planning by the Commission. Motion was carried unanimously. 

Mr. Foster informed the Commission that the Alaska Native Service is building 
a $800,000 Native School at White Mountain, Alaska. This project will house 
at least 250 children and have a faculty of approximately 50. The present airport 
is very inadequate and usable only for small aircraft. Mr. Foster thought it 
very necessary and urgent that the present runway be extended immediately in 
cooperation with the building agencies and future benefit to the Territory. 

Motion was made by Mr. Foster and seconded by Governor Gruening that 
$50,000 be allocated to the White Mountain proposed air field extension. 

Motion was made by Mr. Foster and seconded by Governor Gruening that 
White Mountain project be declared emergent and that Mr. Don Foster, of the 
Alaska Native Service, be contacted immediately in order to secure financial 
assistance from Alaska Native Service on this project, and the proposed field 
should be adequate for DC—3 operation. Motion carried unanimously. 

The Director was instructed to start preliminary planning immediately and 
start construction as soon as possible on the White Mountain project. 

Mr. Simmons discussed the Juneau Municipal Airport requirements and recent 
accidents due to limited length of runway. Mr. Simmons felt that due to climatie 
and unusual fiving conditions at Juneau, that the runway should be extended 
2.500 feet. Mr. Plett, Regional Administrator of CAA, was invited to address the 
Commission informally and express the stand the CAA would take in the matter. 
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The Director was instructed to obtain the building costs of the Administration 
Building in view of matching funds and participation under the Federal Aid 
Airport Act. 

Motion was made by Mr. Simmons and seconded by Governor Gruening that 
an extension of 2,500 feet and construction of an adjacent seaplane facility be 
undertaken by the Territory under the Federal Aid Airport Act, the Territory’s 
share of financing not to exceed $90,000, for Juneau Airport. Motion carried 
unanimously. 

Mr. Barr discussed the small airplane facilities of the Territory and urged 
the Commission to avail themselves of every possible opportunity to use match- 
ing funds. It was pointed out that Federal funds are only available through 
1953, and that speed was necessary in order that the Territory could take ad- 
vantage of this Federal Program. 

Mr. Simmons discussed the Haines airport and was of the opinion that this 
airport should receive No. 2 priority, in the First Division, after Juneau. 

Motion was made by Mr. Simmons and seconded by Mr. Barr that Haines 
airport should receive No. 2 priority, in the First Division, and No. 1 priority if 
the Juneau airport does not receive CAA approval for 1950 construction. A 
limit of $30,000 was set as the Territory’s share under the matching fund basis 
of the Federal Aid Airport Program, 

Meeting adjourned 11:55 A. M. 

Meeting convened at 1:30 P. M. 

Mr. Foster brought to the Commission’s attention the lack of proper facilities 
at Point Barrow and the resulting high freight rates and cost of living. ‘The 
Director was authorized by the Commission to make a cost survey of the pro- 
posed work to be done at Point Barrow and $2,000 was allocated for a preliminary 
survey trip. The Director was instructed to present the Commission with the 
results of the survey and Point Barrow was given second priority in the Second 
Division. 

Mr. Foster discussed locations in the Second Division where there were no 
airport facilities whatsoever, namely St. Michael, Hooper Bay, Shatolik, 
Shishmaref. These locations are not on the present program and due to 
isolated nature of those communities it was thought the need very great. 

The Commission discussed the advisability of procuring their own equipment 
and operating same as against contract work. This equipment could be used 
in constructing many small airports on a progressive plan. 

The Director asked permission of the Commission to employ an engineer for 
the coming construction season. It is preferred by the Director to employ a 
graduate engineer and one who could accompany him on inspection trips, which 
will be many, this summer. This engineer would be required to make surveys 
and be of assistance in any way possible to the Director. 

Motion was made by Governor Gruening and seconded by Mr. Simmons to 
empower the Director with the authority to hire such an assistant engineer for 
construction season, salary to be set by the Director. 
carried. 

Motion was made by Mr. Simmons and seconded by Mr. Barr that $7,500 be 
allocated to conduct a survey trip in the Second Division. It was also Governor 
Gruening’s opinion that Mr. Foster should accompany the Director, if it was at 
all possible for him to do so. This survey trip to be made with the view in mind 
of constructing airports in this isolated country under the Federal Aid Airport 
Program. Motion was carried unanimously. 

Discussion of the Fourth Division was led by Mr. Barr. Mr. Barr first pre- 
sented the community of Eagle, Alaska, to the Commission’s attention . A DC-3 
operational field is necessary at this location and it was thought Alaska Road 
Commission equipment would be available. 

Motion was made by Mr. Barr and seconded by Mr. Foster to authorize the 
construction of an airfield at Eagle, Alaska, in the 1951 program and $30,000 
was allocated as Territorial share under the Federal Aid Airport Program. Mo- 
tion was carried unanimously. 

The lack of facilities at Ruby, Alaska, was discussed by Mr. Barr and it was 
thought Douglas operation very necessary. This community serves a population 
of 250 people and is in the center of the mining operations. T! i 
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Bethel was next discussed by Mr. Barr. Passengers must now be ferried into 
and out of Bethel, as the present airfield is across the river from town and hos- 
pital site. The landing strip at the town of Bethel is normally unusable for 
other than small planes. This point serves 6,000 natives in surrounding country. 
There are several stores located here, government agencies, a school and mis- 
sions, and this location is the distribution point of the entire area. 

The CAA has advised the Director that if the Territory would sponsor a new 
airfield on the town site at Bethel they would assist as much as possible in the 
engineering and construction of the field, and upon completion of the field would 
move aids to navigation that are now located across the river to the new town 
site location. The Commission authorized $50,000 as Territorial share for the 
Town of Bethel Municipal airfield, under the Federal Aid Airport Program. 

The location of the Customs House on the site designated as “Alcan” by the 
Director was discussed. It was brought to the attention of the Commission that 
this was a very necessary location for an airfield, particularly in view of tourist 
traffic, and an 1,800-foot runway was necessary. 

Motion was made by Governor Gruening and seconded by Mr. Barr empower- 
ing the Director to wire the Interior Department, in the name of the Commission, 
pointing out the need of an airport and administration building at this location, 
at a cost of $100,000. Motion carried unanimously. 

Kaltag was next discussed by Mr. Barr. There is no airport at this location 
for even small aircraft operating between the Yukon and Bering Sea. Director 
was authorized to visit this location and make survey. 

Motion was made by Mr. Barr and seconded by Mr. Simmons to provide $12,000 
Territorial funds for construction of an airfield at Kaltag, Alaska, under the 
Federal Aid Airport Program if possible; if not, Director was instructed to nego- 
tiate with Alaska Road Commission, or private contractors for an airstrip at this 
location. Motion was carried unanimously. 

It was suggested by Mr. Barr and agreed by the Commission to spend from 
$2,000 to $3,000 on lengthening the present runway at Ophir, Alaska. It was 
also recommended that townspeople be urged to use their own equipment for this 
construction as much as possible. 

The Director was authorized to take action in obtaining for the Territory 
airfields released by the Army at Campbell, Birchwood, Goose Bay, and Willow, 
Alaska. 

Motion was made by Mr. Barr and seconded by Mr. Simmons authorizing the 
Director to spend not more than $4,000 per project on various small airfields as 
needed within the Territory without further consultation with the Commission. 
Motion was carried unanimously. 

Mr. W. P. Plett, Regional Administrator, Civil Aeronautics Administration, 
appeared before the Commission with reference to the Juneau Municipal Airport. 
Discussion was held between Mr. Plett, Governor Gruening, and Mr. Simmons. 
Mr. Simmons and Governor Gruening expressed the need of extending the Juneau 
Airport an additional 2,500 feet, including a projected seaplane facility. Mr. 
Plett was of the opinion, gathered from statistics of CAA, that an extension of the 
airport was not needed, and that CAA could not, under present rules and regula- 
tions, approve this extension. Governor Gruening urged that a precedent be 
established at this time in order that the project might be accomplished. The 
matter was referred to Mr. Fitzgerald and he agreed to present the facts, which 
will be furnished by the Governor and Mr. Simmons, to Mr. Phillip Moore, Di- 
rector of Airports, Washington, D. C. 

During the above discussion Governor Gruening received a letter from General 
N. F. Twining, Commander in Chief, Alaskan Command, relative to the Juneau 
Airport, which is as follows: 


HEADQUARTERS ALASKAN COMMAND, 
OFFICE OF THE COMMANDER IN CHIEF, 
Fort Richardson, Alaska, March 6, 1950. 


Honorable ErNest GRUENING, 
Governor of Alaska, Juneau, Alaska. 

DrAR GOVERNOR GRUENING: I have on several occasions had the opportunity 
to discuss with you the desirability of extending the present runway facilities at 
the Juneau airport. I would like to confirm by this letter the impressions I may 
have conveyed during these discussions to the end that they may serve to justify 
to you my opinion that improvement of the Juneau airport should be undertaken. 


ma wt te A ot} ee me ow LS 
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The Juneau airport, among other things, serves the seat of government of the 
Territory. It is undoubtedly true that the requirements which a steadily growing 
volume of air traffic, both civilian and military, will impose upon the airport 
facilities justify the extension of the runway to a length of 7,500 feet in order that 
it may keep pace in adequacy with the growing demands. Such an extension of 
the runway is essential if operations at the Juneau airport are to be conducted 
with an acceptable degree of safety. The trend, both in military and commercial 
aircraft is toward higher performance airplanes, and these airplanes require the 
use of longer runway facilities. Our present planning must look toward the ac- 
commodation of such aircraft by the Juneau airport. 

I trust sincerely that these thoughts may be of assistance to you in your efforts 
to obtain approval for the extension of the runway at the Juneau airport. 

Sincerely yours, 
N. F. TWINIna, 
Lt. Gen. USAF, Commander in Chief. 

Regarding the Palmer Municipal Airport, the Commission was advised by Mr. 
Fitzgerald, Regional CAA Attorney, that the Palmer Airport Association being a 
nonprofit organization, and that the land on which the airport is to be constructed 
has an approximate value of $160,000, it would be to the interest of the Territory 
to purchase this land outright from the Palmer Airport Association. This money 
spent for the purchase of the land would be matched by the Federal Government 
on a 25-75 percent basis, under the Federal Aid Airport Program. In turn the 
Palmer Airport Association was to pay the share, paid then by the Department 
of Aviation, to the Aeronautical Revolving Fund as an option for the purchase of 
the Palmer Municipal Airport at such time as Palmer became an incorporated 
city or legal entity. Mr. McCutcheon further clarified this situation for the 
Commission and advised as to details and future procedure. 

Motion was made by Mr. Carr and seconded by Mr. Simmons that the contained 
resolution be adopted by the Commission. Motion carried unanimously. Reso- 
lution as follows: 


RESOLUTION 


Whereas Chapter 122 of the Session Laws of Alaska, 1949, created a Territorial 
Department of Aviation, whose purpose is declared in that Act to further the pub- 
lic interest in aeronautical progress—by encouraging and developing aeronautics 
and the establishment and operation of a Territorial system of airports through 
cooperation with municipalities, and otherwise, including cooperation with the 
Federal Government and acceptance and utilization of Federal Funds allotted 
for such purpose; and 

Whereas the Palmer Airport is owned by the Palmer Airport Association ; and 

Whereas some $53,000 of Territorial money has been spent for development 
and improvement of said airport; and 

Whereas it appears that improvement of said airport to qualify as a Class 3 
airport is justified; and 

Whereas the reasonable worth of said airport at its present state of develop- 
ment is not less than $160,000; and 

Whereas the Federal Government under the provisions of Federal Aid Airport 
Act is authorized to participate in the purchase of the airport property to the 
extent of 25 percent of the purchase price; 

Now, THEREFORE, the Director of Aeronautics is hereby authorized to negotiate 
for the purchase of said Palmer Airport premise to a figure not to exceed $160,000 
and to negotiate with the Administrator of Civil Aeronautics Administration for 
Federal participation 

ANCHORAGE, ALASKA, this 6th day of March 1950. 

Motion was made by Mr. Carr and seconded by Mr. Simmons authorizing the 
Director to join the State Officials Association. Motion carried unanimously. 

Mr. Carr discussed the advisability of procuring an aircraft to be used by the 
Director for official business within the Territory. No action taken. 

Meeting adjourned 6:15 P. M. 

Approved : 

JOHN CARR, 
Secretary, Alaska Aeronautics and Communications Commission. 
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Exureit IV 


Form ACA-1624 Form approved 
(3-48) Budget Bureau No, 41-R845.1 


UNITED STATES OF AMERICA 
DEPARTMENT OF COMMERCE 
CIVIL AERONAUTICS ADMINISTRATION 
Washington, D. C. 


PROJECT APPLICATION 
For FepERAL Arp FOR DEVELOPMENT OF PUBLIC AIRPORTS 
PART I—PROJECT INFORMATION 


The Territory of Alaska (herein called the “Sponsor’’) hereby makes appli- 
cation to the Administrator of Civil Aeronautics (herein called the “Administra- 
tor’) for a grant of Federal funds pursuant to the Federal Airport Act of 1946 
and the Regulations issued thereunder, for the purpose of aiding in financing 
a project (herein called the “Project’) for development of the Palmer Municipal 
Airport (herein called the “Airport’) located at latitude 61°35’ N., longitude 
149°06’ W., in the Third Division of the Territory of Alaska. 

It is proposed that the Project consist of the following described airport 
development: 

Land acquisition, improvement of the two existing landing strips to provide ¢ 
150’x3, «50° N-S landing strip and a 150’x4,950’ NW-SE landing strip, including 
grubbings, grading, obstruction clearance, gravel surfacing and marking, 
all as more particularly described in the survey map attached hereto as Exhibit 
“A” and the plans and specifications (attached hereto as Exhibit “B”). 

The following is a summary of the estimated costs of the Project: 











Estimated spon- Estimated Federal 
car's charo Ne shara 2c 
baie Total esti- | S0F’s Share of cost share of cost 
. mated cost |-——— “7 % 
Amount [Percent] . Amount perce Percent 
_—— —_ —_ = SSS —————— NEES — — - - 
1. Lanp Costs (Including costs of acquiring land | 
and administrative costs incident thereto) $150, 000 $112, 500 | 75 $37, 500 25 
2. CONSTRUCTION CosTs: | 
a. Cost of Preparation of Site 122, 000 | ae 
b. Cost of Paving Runways, Taxiways and 
Aprons... | 
c. Lighting Costs er | | 
d. Building Costs ‘ 
e. Other Miscellancous Construction Costs_| 500 | . 
wae os (eee .| sabe 
Total Construction Costs--- | a - 
3. ENCINEFRING AND SUPERVISION CosTs__._- 12, 000 és 
4. ADMINISTRATIVE Costs 3, 000 o. 
5. Total of 2, 3, and 4 above. -- ; eens 137, 500 | 34, 375 | 25} 103, 125 | 75 
6. CONTINGENCIES_._____-- ‘ (oe a 6, 000 1, 500 | 25 | 4, 500 | 75 
7. TOTAL ALL EstrmMATED PrRosEcT Costs_. | "293, 500. 148, 375 |... | Sa SE tos sine 
| | 








PART II-—REPRESENTATIONS 


In order to induce the United States to enter into a Grant Agreement with 
respect to the Project, the Sponsor hereby represents and certifies as follows: 

1. Legal Authority.—The Sponsor has the legal power and authority: (1) to do 
all things necessary in order to undertake and carry out the Project in conformity 
with the Act and the Regulations; (2) to accept, receive, and disburse grants of 
funds from the United States in aid of the Project, on the terms and conditions 
stated in the Act and the Regulations: and (3) to carry out all of the provisions 
of Parts IIL and IV of this Project Application. 

2. Funds.—The Sponsor now has on deposit, or is in a position to secure, 
$148,375 for use in defraying the costs of the Project. The present status of these 
funds is as follows: 

art on deposit and part to be obtained from the Territorial Motor Fuel 
Sales Tax. 
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3. Land.—The Sponsor holds the following property interests in the following 
tracts of land * which are to be developed or used as part of or in connection with 
the Airport, all of which lands are identified on the survey map which is attached 
hereto as Exhibit “A”: 

None. 

4. Approvals of other agencies.—The Project has been approved by all n 
federal agencies whose approval is required, namely: 

None required. 

5. Defaults.—The sponsor is not in default on any obligation te 
States or any agency of the United States Government relative to the 
ment, operation, or maintenance of any airport, except as stated herewith: 

None. 

6. Possible Disabilities—There are no facts or circumstances (including the 
existence of effective or proposed leases, use agreements, or other lec: 
ments affecting use of the Airport or the existence of pending litigation of 
legal proceedings) which: (a) are known or by due diligence might be known; 
(b) in reasonable probability might make it impossible for the Sponsor to carry 
out and complete the Project or carry out the provisions of Parts TII and LV of 
the Project Application, either by limiting its legal or financial ability or other- 
wise; and (c) have not been brought to the attention of an authorized rep 
sentative of the Administration. 

7. Future Development.—The Sponsor intends ultimately to develop the Airport 
as proposed in the current Master Plan Layout for the Airport, which plan has 
been mutually agreed upon by the Sponsor and the Administrator: and intends 
to proceed with such further development when it is necessary and feasible. The 
Sponsor further represents that pending such further development and to the 
extent of its ability to do so, it intends to acquire the lands and interests therein 
necessary for such development or to take such other action as wil! protect such 
proposed lands or interests from any development thereof inconsistent with the 
intended airport use. 


t 


PART III—SPONSOR’S ASSURANCES 


In order to furnish the Administrator the Sponsor’s assurances required by 
the Act and the Regulations, the Sponsor hereby covenants and agrees with the 
United States, as follows: 

1. These covenants shall become effective upon acceptance by the Sponsor 
of an offer of Federal aid for the Project or any portion thereof, made by the 
Administrator, and shall constitute a part of the Grant Agreement thus formed. 
These covenants shall remain in full force and effect throughout the useful life 
of the facilities developed under the Project but in any event not to excced 
twenty vears from the date of said acceptance of an offer of Federal aid for 
the Project. 

2. The Sponsor will operate the Airport as such for the use and benefit of 
the public. In furtherance of this covenant (but without limiting its general 
applicability and effect), the Sponsor specifically agrees that it will keep the 
Airport open to all types, kinds, and classes of aeronautical use without discrimi- 
nation between such types, kinds, and classes: Provided, That the Sponsor may 
establish such fair, equal, and nondiscriminatory conditions to be met by all 
users of the Airport as may be necessary for the safe and efficient operation of 
the Airport: And Provided Further, That the Sponsor may prohibit any given 
type, kind, or class of aeronautical use of the Airport if such action will best 
serve the aeronautical needs of the area served by the Airport. 

3. The Sponsor will not exercise, grant or permit any exclusive right for 
the use of the Airport forbidden by Section 303 of the Civil Aeronautics Act 
of 1938, as amended. In furtherance of this covenant (but without limiting 
its general applicability and effect), the Sponsor specifically agrees that it 
will not either directly or indirectly exercise, or grant to any person, firm or 
corporation, or permit any person, firm or corporation to exercise, any exclusive 
right for the use of the airport for commercial flight operations, including air 
earrier transportation, rental of aircraft, conduct of charter flights, operation 
of flight schools, or the carrying on of any other service or eperation requiring 
the use of aircraft. 

4. The Sponsor agrees that it will operate the Airport for the use and benefit 
of the public, on fair and reasonable terms and without unjust discrimination. 





1The separate tracts of land need only be identified here by the parce] numbers shown 
on the survey map. 
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In furtherance of this covenant (but without limiting its general appficability 
and effect), the Sponsor specifically covenants and agrees: 

(a) That in any agreement, contract, lease or other arrangement under which 
a right or privilege at the Airport is granted to any person, firm, or corporation 
to render any service or furnish any parts, materials or supplies (including 
the sale thereof) essential to the operation of aircraft at the Airport, the Sponsor 
will insert and enforce provisions requiring the contractor: 


(1) to furnish good, prompt, and efficient service * adequate to meet all 
the demands for its service * at the Airport. 

(2) to furnish said service* on a fair, equal, and nondiscriminatory basis 
to all users thereof, and 

(3) to charge fair, reasonable, and nondiscriminatory prices for each 
unit of sale or service; ? Provided, That the contractor may be allowed to 
make reasonable and nondiscriminatory discounts, rebates or other similar 
types of price reductions to volume purchasers. 


(b) That it will not exercise or grant any right or privilege which would 


operate to prevent any person, firm, or corporation operating aircraft on the 
Airport from: 


(1) Performing any services on its own aircraft with its own employees 
(including, but not limited to, maintenance and repair) that it may choose 
to perform. 

(2) Purchasing off the Airport and having delivered on the Airport with- 
out entrance fee, delivery fee or other surcharge for delivery any parts, 
materials or supplies necessary for the servicing, repair or operation of 
its aircraft; Provided, That the Sponsor may make reasonable charges for 
the cost of any service (including charges for maintenance, operation and 
depreciation of facilities and rights-of-way) furnished by the Sponsor in 
connection with the delivery of any parts, materials or supplies, And Pro- 
vided Further, That in the case of aviation gasoline and oi] purchased off 
the Airport and delivered to the Airport, the Sponsor may require the avia- 
tion gasoline and oil to be stored in specified places, limiting the amount 
delivered to the amount of storage space available, and if necessary for the 
safe and efficient operation of the Airport, require persons furnishing their 
own aviation gasoline and oil to utilize such storage, dispensing, and delivery 
system as the Sponsor may designate. 


(c) That if it exercises any of the rights or privileges set forth in subsection 
(a) of this paragraph it will be bound by and adhere to the condition specified 
for contractors set forth in said subsection (a). 

5. Nothing contained herein shall be construed to prohibit the granting or 
exercise of an exclusive right for the furnishing of nonaviation products and 
supplies or any service of a nonaeronautical nature. 

6. The Sponsor will suitably operate and maintain the Airport and all facili- 
ties thereon or connected therewith which are necessary for airport purposes other 
than facilities owned or controlled by the United States, and will not permit any 
activity thereon which would interfere with its use for aeronautical purposes ; 
Provided, That nothing contained herein shall be construed to require that the 
Airport be operated and maintained for aeronautical uses during temporary 
periods when snow, flood, or other climatic conditions interfere substantially with 
such operation and maintenance. Essential facilities, including night lighting 
systems, when installed, will be operated in such a manner as to assure their 
availability to all users of the Airport. 

7. To the extent of its financial ability, the Sponsor will replace and repair 
all buildings, structures, and facilities developed under the Project which are 
destroyed or damaged, replacing or restoring them to a condition comparable to 
that preceding the destruction or damage, if such buildings, structures, and facili- 
ties are determined by the Administrator to be necessary for the normal opera- 
tion of the Airport. 

8. Insofar as is within its powers and reasonably possible, the Sponsor will 
prevent the use of any land either within or outside the boundaries of the Airport 
in any manner (including the construction, erection, alteration, or growth of any 
structure or other object thereon) which would create a hazard to the landing, 
taking-off or maneuvering of aircraft at the Airport, or otherwise limit the use- 


2? Note.—As used in these subsections the word “service” shall include furnishing of parts 
materials, and supplies (including sale thereof) as well as furnishing of service. 





PALMER, ALASKA, AIRPORT PROJECT 33 


fulness of the Airport. This objective will be accomplished either by the adop- 
tion and enforcement of a zoning ordinance and regulations or by the acquisition 
of easements or other interests in lands or airspace, or by both such methods. 
With respect to land outside the boundaries of the airport, the Sponsor will also 
remove or cause to be removed any growth, structure, or other object thereon 
which would be a hazard to the landing, taking-off, or maneuvering of aircraft 
at the Airport, or if such removal is not feasible, will mark or light such growth, 
structure, or other object as an airport obstruction or cause it to be so marked or 
lighted. The airport approach standards to be followed in performing the 
covenants contained in this paragraph shall be those established by the Admin- 
istrator in Office of Airports Drawing No. 672 dated September 1, 1946, unless 
otherwise authorized by the Administrator. 

9. All facilities of the Airport developed with Federal aid and all those usable 
for the landing and taking-off of aircraft will be available to the United States at 
all times, without charge, for use by military and naval aircraft in common with 
other aircraft, except that if the use by military and naval aircraft is substantial, 
a reasonable share, proportional to such use, of the cost of operating and main- 
taining facilities so used, may be charged. The amount of use to be considered 
“substantial” and the charges to be made therefore shall be determined by the 
Sponsor and the using agency. 

10. The Sponsor will furnish to any civil agency of the United States, with- 
out charge (except for light, heat, janitor service, and similar facilities and 
services at the reasonable cost thereof), such space in airport buildings as may 
be reasonably adequate for use in connection with any airport air traffic control 
activities, weather-reporting activities, and communications activities related to 
airport air traffic control, which are necessary to the safe and efficient operation 
of the Airport and which such agency may deem it necessary to establish and 
maintain at the Airport for such purpose. 

11. After completion of the Project and during the term of these covenants, 
the Sponsor will maintain a current system of Airport accounts and records, 
using a system of its own choice, sufficient to provide annual statements of 
income and expense. It will furnish the Administrator with such annual or 
special Airport financial and operational reports as he may reasonably request. 
Such reports may be submitted to the Administrator on forms furnished by him, 
or may be submitted in such other manner as the Sponsor elects, provided the 
essential data are furnished. The Airport and all airport records and docu- 
ments affecting the Airport, including deeds, leases, operation and use agree- 
ments, regulations, and other instruments, will be available for inspection by 
any duly authorized representative of the Administrator upon reasonable 
request. The Sponsor will furnish to the Administrator, upon request, a true 
copy of any such document. 

2. The Sponsor will not enter into any transaction which would operate to 
deprive it of any of the rights and powers necessary to perform any or all of 
the covenants made herein, unless by such transaction the obligation to per- 
form all such covenants is assumed by another public agency eligible under 
the Act and the Regulations to assume such obligations and having the power, 
authority, and financial resources to carry out all such obligations. If an 
arrangement is made for management or operation of the airport by any agency 
or person other than the Sponsor or an employee of the Sponsor, the Sponsor 
will reserve sufficient powers and authority to insure that the Airport will be 
operated and maintained in accordance with the Act, the Regulations, and these 
covenants. 

13. The Sponsor will maintain a master plan of the Airport having the cur- 
rent approval of the Administrator. Such plan shall show building areas, 
approach areas, and landing areas, indicating present and future proposed 
development. The Sponsor will conform to such master plan in making any 
future improvement or changes at the Airport which, if made contrary to the 
master plan, might adversely affect the safety, utility, or efficiency of the Airport. 

14. (a) The Sponsor will acquire within a reasonable time but in any event 
prior to the start of any construction work under the Project, the following 
property interests in the following tracts of land* on which such construction 
work is to be performed, all of which lands are identified on the survey map 
which is attached hereto and identified as Exhibit “A”: 


Full title of tracts #1 and #2, free and clear of all encumbrances, whatsoever 
nature. 





® The separate tracts of land need only be identified here by the parcel numbers shown 
on the survey map. 
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(b) The Sponsor will acquire within a reasonable time, and if feasible, prior 
to the completion of all construction work under the Project, the following 
property interests in the following tracts of land* which are to be developed or 
used as part of or in connection with the Airport as it will be upon completion 
of the Project, all of which lands are identified on the survey map which is 
attached hereto and identified as Exhibit “A”: 

Avigation easements as required by regulation to tract #3 and #4. 

15, Unless the context otherwise requires, all terms used in these covenants 
which are defined in the Act and the Regulations shall have the meanings 
assigned to them therein. 


PART IV——-PROJECT AGREEMENT 


If the Project or any portion thereof is approved by the Administrator and an 
offer of Federal aid for such approved Project is accepted by the Sponsor, it is 
understood and agreed that all airport development included in such Project will 
be accomplished in accordance with the Act and the Regulations, the plans and 
specifications for such development, as approved by the Administrator, and the 
Grant Agreement with respect to the Project. 

IN WITNESS WHEREOF, the Sponsor has caused this Project Application to be 
duly executed in its name, this 17th day of March 1950. 

TERRITORY OF ALASKA, 
By GrorGe S. ScHWAMM, 
Director of Aviation, 


Opinion of Sponsor’s Attorney: I hereby certify that all statements of law 
made in this Project Application and all legal conclusions upon which the repre- 
sentations and covenants contained herein are based, are in my opinion true and 
correct. 

STANLEY McCuTcHEon, 
Attorney for Sponsor. 
Date: March 17, 1950. 





EXHIBIT V 
MINUTES 


THE PALMER AIRPORT ASSOCIATION, 
Palmer, Alaska, April 15, 1950. 


A special meeting of the board of directors of the Palmer Airport Association 
was regularly called to order on the 15th day of April 1950, at Recreation Hall, 
-almer, Alaska, by the secretary of the corporation, Roland Snodgrass. The 
roll was called and all members of the board of directors were found to be 
present. Membership of the board is as follows: 

1. C. R. Monaghan, president 
2. Roland Snodgrass, secretary 
3. Leo Lucas, treasurer 

4. Ralph Goodrich, member 

5. Claire Stock, member 

The meeting was declared to be for the purpose of further negotiating with 
the Territory of Alaska for the construction of a proposed airport at Palmer. 

Mr. C. R. Monaghan was regularly elected president of the board with full 
power to execute all instruments in connection with property acquisition and 
other matters and things necessary in the premises, in behalf of the board of 
directors. 

After lengthy discussion on the part of the membership and those present, 
including George S. Schwamm, director of aeronautics for the Territory; Stanley 
McCutcheon, attorney for the department of aeronautics; Jack Maze, manager 
and secretary-treasurer of the Matanuska Valley Bank, and others; certain con- 
clusions were reached from the following facts: 

That the Territory of Alaska, through the department of aviation, acting as 
sponsor was successful in obtaining financing under the Federal Airport Aid Act 
for construction of the Palmer Airport. 

That the Territory of Alaska would receive from the Federal Government 
under said act generally 75 percent of the total project cost in accordance with 
certain written agreements between the Territory and the Federal Government, 


# Strike whichever clause is inapplicable. 
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save and except that the Territory would only receive 25 percent of moneys 
expended for land acquisition. 

That the Territory of Alaska had expended some $50,000 of the funds of the 
Territory in the construction of the present Palmer Airport prior to the effective 
date of the Federal Airport Aid Act for which no matching moneys could be 
received. 

That in order to receive credit under said act for moneys already expended 
it would be neecssary for the Palmer Airport Association to place a value of 
$150,000 on the present premises and to sell the same to the Territory of Alaska 
at such figure, thereby allowing the Territory to receive 25 percent thereof 
credit in matching funds for land acquisition, an allowable cost under said act. 

It was agreed by the board of directors, and the said board did, through its 
president, convey the entire airport premises to the Territory of Alaska for the 
consideration of $150,000, it being fully understood that the consideration as 
reflected in the records in the form of a Territorial draft payable to the Palmer 
Airport Association was for the purpose of allowing the Territory to qualify 
under the Federal Airport Aid Act to the extent of 25 percent thereof and for 
no other purpose except that portion held for land acquisition from private 
owners. 

That upon receipt of the said draft in the sum of $150,000 the said board of 
directors unanimously empowered the president to execute a draft in favor 
of the Territory of Alaska in the sum of $145,000, the difference being that sum 
expended for acquisition of land from private persons. 

Dated at Palmer, Alaska, this 15th day of April 1950. 

C. R. MONAGHAN, 
President. 

Leo Lucas. 

CLAIRE STOCK, 

RatpH A. GoopricH. 

ROLAND SNODGRASS. 
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DEPARTMENT OF COMMERCE, 
Civi, AERONAUTICS ADMINISTRATION, 
Washington 25, March 6, 1951. 
Office of the Administrator 
Circular letter 
To: All Regional Administrators. 
From: Administrator of Civil Aeronautics. 
Subject: Land Acquisition. 

Recent developments have indicated a need for several changes in the Regula- 
tions and procedures governing the operation of the Federal-aid Airport Pro- 
gram, primarily in order to insure uniform application of the law and the basic 
policies established thereunder, particularly with respect to donations of land. 
One of those changes has already been made by the adoption of Amendment 11 
to Part 550 of the Regulations on October 3, 1950, in effeet requiring that each 
project application including donated land as an item of airport development, be 
accompanied by two appraisals. This amendment will be implemented in the 
near future by the issuance of a circular memorandum setting forth the mini- 
mum elements of an acceptable land appraisal. 

In addition to those steps, I am today approving three other amendments to 
the Regulations, amending Sections 550.3 (a), 550.4 (a), and 550.5 (e) (1), re- 
spectively. Copies of these amendments are attached. 

The amendment to Section 550.3 (a) is designed to prevent the approval of 
any further projects involving donations of land which might result in so-called 
cash dividends. It will be noted that this amendment provides three alternative 
conditions upon which projects for land donations will be approved. It is be- 
lieved that these conditions are self-explanatory. 

The amendment to Section 550.4 (a) adds to the present list of project costs 
which are not eligible for grant payment two additional classes of project 
costs. One of these is the purchase price or value of any land sold or donated 
to the sponsor by another public agency. The other is that portion of the pur- 








36 PALMER, ALASKA, AIRPORT PROJECT 


chase price or value of land sold or donated to the sponsor by any agency or 
person, public or private, which respresents the value of airport improvements 
made with the funds of any public agency. Both of these limitations, it should 
be noted, are applicable only with respect to future grant agreements. 

The third amendment, to Section 550.5 (c), is intended to emphasize an ex- 
isting requirement which is now stated only in the description of the Project 
Application form appearing in Section 550.11 (b) (2). This requirement is that 
where a sponsor intends to claim the value of donated land, labor, materials, or 
equipment as a project cost, it must so indicate in its project application, thus 
putting all offices of the CAA concerned with the processing of such a project 
application on notice of the extent to which the project involves donations. 
The purpose of the amendment is to bring this requirement more forcibly to 
the attention of sponsors and CAA representatives. 

It has also been determined that, effective immediately, no grant payment is 
to be made for donated lands, whether as a final, semifinal, or partial payment, 
until such payment has been passed on and approved by the Washington Grant 
Review Committee. 

In addition, it is considered necessary to issue at this time the following state- 
ment of policy: 

I 


It is realized that in entering into a Grant Agreement for a project involving 
land acquisition the Government obligates itself to pay the United States share 
of only that portion of the amount of land costs set forth in the project applica- 
tion as the Administrator or his representative may later determine to be allow- 
able and that final determination as to the allowability of land costs is not made 
until the sponsor has submitted an application for a semifinal or final grant 
payment for project costs including those of the land acquisition involved. 
However, in order to avoid any misunderstanding on the part of the sponsor 
and any unnecessary obligation of Federal funds, if for no other reason, no 
project for land acquisition (whether or not a donation is involved and whether 
the acquisition has already been accomplished or is contemplated) should be 
approved without first determining that the land costs appear to be reasonable. 
In other words, a Regional Office should never issue a grant offer for such a 
project solely on the basis of the sponsor’s statement of land costs but instead, 
in all such cases, should first obtain from the sponsor or elsewhere information 
indicating that such costs are reasonable and make a determination that the 
costs appear to be reasonable in the light of that information. 

If the lands have been or are to be acquired by donation, the Regional Office 
will have the benefit of the independent appraisals which are now required to be 
submitted in such cases, pursuant to Section 550.5 (¢c) (5) of the Regulations. 
In addition, you are reminded that Section 550.9 (e) of the Regulations gives 
you authority to require a sponsor to submit appraisals in any case of acquisition 
by purchase, if you determine that such appraisals are necessary to permit 
determination of the allowability of the land acquisition costs. Such a submission 
may be required prior to approval of the project involved. 


II 


Section 550.7 (e) of the Regulations provides that no notice to proceed shall 
be issued by a sponsor until it has satisfied the Regional Administrator “that the 
required property interests in all lands on which construction work will be per- 
formed under the project have been acquired by such sponsor or some other 
sponsor of the project.” Where the lands on which construction is to be done 
were acquired by the sponsor prior to the submission of its project application, 
that fact, of course, will already have been determined (prior to issuance of the 
grant offer and therefore prior to the time a notice to proceed is proposed) on 
the basis of an opinion of the Regional Attorney as to the acceptability of the title 
certification or evidence submitted and the sufficiency of the sponsor’s property 
interests. Section 550.7 (e) therefore is designed to cover only those cases where 
the sponsor, at the time it submits its project application, has not acquired land 
on which the construction work is to be performed and is obligated, either by 
paragraph 18 (a) of the project application or by special condition of the Grant 
Agreement, to acquire such land prior to the start of construction. 
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In such cases, the sponsor, at the time it proposes to issue a notice to proceed, 
must submit evidence of its acquisition of the land involved. In each such case, 
the sponsor's evidence should be submitted to, and reviewed by, the Regional 
Attorney (see Vol. I, Part 2, Page 32, of the Field Operations Manual) and no 
consent to the issuance of a notice to proceed should be given on behalf of the 
Civil Aeronautics Administration unless and until the Regional Attorney has 
given his opinion as to the property interests acquired and it has been determined, 
on the basis of that opinion, that the sponsor has acquired satisfactory property 
interests. 

In this connection, it should be noted that this requirement is applicable 
whether or not the acquisition of the lands on which construction work is to be 
done is itself included in the project as an item of airport development. In other 
words, where a project includes both the future acquisition of a tract of land and 
eonstruction work on that tract, the Regional Attorney’s review of the sponsor's 
representations and evidence as to the property interests it has acquired therein 
should not be deferred until an application is made for payment of the United 
States share of the cost of such acquisition, but should be made before consent 
is given to the issuance of any notice to proceed with the construction work. 


Itt 


As a matter of law, the Civil Aeronautics Administration is charged with 
knowledge of any information concerning a project that is obtained by any 
authorized representative of the Administration in his official capacity. More- 
over, it is essential to the proper administration of the Federal Airport Act that 
xach CAA official charged with responsibility for making any decision or recom- 
mendation with respect to a project have the benefit of all information known to 
any employee of the Administration, which might affect or influence such decision 
or recommendation. For these reasons, it is the duty of each employee of the 
Civil Aeronautics Administration to disclose to his superior all information 
concerning a project, whether obtained in his official capacity or otherwise, which 
the latter should have in making any decision for which he may be responsible 
with respect to that project, including information as to any advice given to 
representatives of the sponsor or others interested in the project. 

For the same reasons, it is essential that any information as to a project which 
is known to one CAA office and might conceivably, if Known to another, affect 
the decision or action of that office concerning the project, be made known to that 
other office. This principle is applicable as much to the District, Regional, and 
Washington Offices in their relationship to each other as it is to the internal 
divisions and offices of the three levels, in their relationship to each other. 

It should also be borne in mind that all interoffice communications of this 
nature should be in writing and that, insofar as possible, written records should 
be made for the files (by file memorandum, memorandum to a superior, record 
of telephone conversation, etc.) of all material project information obtained 
orally by CAA representatives, of all project advice given by them orally, and 
of all discussions of projects at meetings or conferences attended by them. Such 
records, of course, are necessary for the orderly and efficient administration of 
the Federal-aid Airport Program. Moreover, it is only by maintaining such 
records that it will be possible for the CAA to explain and justify its actions 
with respect to particular projects in the event that it should ever be called upon 
to do so. 

While these principles and policies, of course, apply to all activities and func- 
tions of the CAA, it is considered particularly important that they be adhered 
to in the conduct of the Federal-aid Airport Program. Accordingly, it is re- 
quested that you bring these policies and principles to the attention af all 
persons in your District and Regional Offices who are or might be concerned 
therewith. 

Donatp W. Nyrop. 
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TITLE 14—CIVIL AVIATION 


CHAPTER II—Crivm™ AERONAUTICS ADMINISTRATION, DEPARTMENT OF COMMERCE 


[Rev. of May 10, 1949, Amdt. 14] 
Part 550—F EDERAL AID TO PUBLIC AGENCIES FOR DEVELOPMENT OF PUBLIC AIRPORTS 
ELIGIBLE AIRPORT DEVELOPMENT, PROJECT COSTS, PROCEDURE 


Acting pursuant to the authority vested in me by the Federal Airport Act, I 
hereby amend Part 550 of the Regulations of the Civil Aeronautics Administra- 
tion as follows: 

1. Section 550.3 (a) is hereby amended by adding a new paragraph numbered 
(5) reading as follows: 

§ 550.3 Eligible Airport Development * * * 

(a) Minimum Requirements * * * 

(5) No project will be approved for the acquisition of land which has been 
or will be donated to the sponsor, where the sponsor is requesting a grant 
on the basis of the value of such land, unless: (i) subsequent to the enactment 
of the Act, the sponsor has accomplished other items of airport development 
(or has entered into a Grant Agreement therefor), or the construction or altera- 
tion of hangars, at an expense to the sponsor equalling or exceeding the United 
States share of the value of donated land; or (ii) the project also includes other 
items of airport development the estimated cost of which would require a 
sponsor’s contribution equalling or exceeding the United States share of the 
estimated value of the donated land; or (iii) the sponsor agrees as part of 
the Grant Agreement for such project to accomplish other items of airport 
development, or the construction or alteration of hangars, at an expense to 
the sponsor equalling or exceeding the United States share of the estimated 
value of the donated land. 

2. Section 550.4 (a) is hereby amended by adding two new subparagraphs 
numbered (7) and (8) as follows: 

§ 550.4 Project Costs * * #* 

(a) Eligibility * * * 

(7) The purchase price or value of any land sold or donated to the sponsor 
by another public agency. 

(8) That portion of the purchase price or value of any land sold or donated 
to the sponsor which represents the value of any airport facilities or improve- 
ments constructed or made with the funds of any public agency prior to the 
execution of a Grant Agreement for such airport development. 

3. Section 550.5 (ec) (1) is hereby amended to read as follows: 

§ 550.5 Procedure * * * 

(c) Project Application * * * 

(1) Funds. Each Project Application submitted by a sponsor which is to fur- 
nish all or any portion of the project funds not to be furnished by the United 
States, shall state that such sponsor has on hand, or show that it is in a position 
to obtain as and when needed, funds sufficient to pay all estimated costs of the 
proposed project which are not to be borne by the United States or by another 
sponsor: Provided, That if any of such funds are to be furnished to a sponsor, 
or used to pay project costs on behalf of a sponsor by a State agency or any 
other public agency which is not itself to be a sponsor of the proposed project, 
evidence satisfactory to the Administrator that such funds will be so provided 
if the proposed project is approved may be submitted by the public agency 
which is to provide the funds rather than by the sponsor. If any portion of 
the estimated project costs consists of the value of donated land, labor, ma- 
terials or equipment, the project application shall so state, indicating the nature 
of each such donation and the value attributed to each. (See § 550.11 (b) (2), 
Representation 2.) 

(Secs. 1-15, 60 Stat. 170-178, as amended; 49 U. S. C. and Sup., 1101-1114). 

This amendment shall become effective upon publication in the Federal 
Register. 


ADMINISTRATOR OF CIVIL AERONAUTICS. 


O 
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REPORT 
{To accompany 8. J. Res. 51] 


The Committee on the Judiciary, to which was referred the resolu- 
tion (S. J. Res. 51) providing for United States participation in the 
celebration at Philadelphia, Pa., of the one hundred and seventy-fifth 
anniversary of the signing of the Declaration of Independence, hav- 
ing considered the same, reports favorably thereon, with amendments, 
and recommends that the bill, as amended, do pass 


AMENDMENTS 


1. On page 2, line 14, prior to the period which follows the name 


’ 


‘‘Philadelphia’’, insert the following ‘‘if those officials desire to recom- 
mend any such persons.” 

2. On page 3, line 6, following the comma after the word “universi- 
ties’’ delete the words ‘‘and colleges’’ and insert in lieu thereof the 
following: ‘“‘colleges, patriotic organizations, and groups.” 

3. On page 4, line 3, following the period, add the following: “No 
person employed by the Commission under the authority of section 3 
of this resolution shall continue to receive any salary, wage, or re- 
muneration of any kind by virtue of this resolution after the date on 
which the commission ceases to exist.”’ 

4. On page 4, line 4, following the word ‘“‘appoint’’ strike the 
following: “‘without regard to the civil service laws, such employees as 
are necessary to the performance of its functions,’’ and insert in lieu 
thereof the following: ‘‘not more than two employees in one year.” 

5. On page 5, beginning on line 3, strike all of section 5. 

The purpose of the first amendment is to negate any impression that 
the Congress is seeking by this legislation to impose any duty or 
obligation on either the Governor of Pennsylvania or the mayor of 


Philadelphia. 
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The purpose of the second amendment is to permit distribution of 
historical data by the Commission to patriotic organizations as well as 
to public schools and colleges. 

The purpose of the third amendment is to insure that no moneys 

appropriated by virtue of this resolution shall be expended beyond the 
date when the Commission ceases to exist. 

The purpose of the fourth amendment is to limit the number of 
persons which the Commission may employ. Testimony before the 
subcommittee disclosed that two employees would be sufficient. 

The purpose of the fifth amendment is to delete the direction to the 
Postmaster General to issue a stamp commemorative of the one 
hundred and seventy-fifth anniversary of the Declaration of Independ- 
ence. 

PURPOSE 


The purpose of the proposed legislation, as amended, is to authorize 
the participation by the United States in a celebration commemorating 
the signing of the Declaration of Independence. 


STATEMENT 


July Fourth of this year marks the one hundred and seventy-fifth 
anniversary of the signing of the Declaration of Independence. ‘To 
commemorate this memorable event a week-long celebration is being 
planned in which the United States, the Commonwealth of Pennsyl- 
vania and the city of Philadelphia are to take part. The city of 
Philadelphia has already appropriated the sum of $100,000 toward 
the celebration for use in implementing the plans for this important 
historical observance, and a similar amount has been included in the 
budget submitted by the Governor of Pennsylvania. 

This resolution makes the particivation of the Federal Government 
in this celebration possible. It creates a Commission to assist in the 
planning and accomplishment of this observance. The Commission 
is to be composed of 12 members, 2 of which will represent the execu- 
tive branch of the Federal Government, 4 of which will represent the 
legislative branch (2 from the Senate and 2 from the House of Repre- 
sentatives) and 6 of which will represent are who are not officers or 
employees of the Federal Government. ‘The Commission, under the 
resolution, would be permitted to employ only two persons in 1 year. 
However, the resolution provides that the Commission may make such 
expenditures as are necessary to carry out the purposes of this joint 
resolution including traveling and subsistence expenses of the Com- 
missioners. ‘To effectuate the purpose for which the Commission is 
created, the resolution authorizes an appropriation not to exceed 
$100,000 in the aggregate. 

The celebration planned at Philadelphia will seen an 
event of paramount imports ince in the establishment of this Nation. 
No day of patriotic observance which this Nation celebrates is more 
replete with inspiration for opposition to the forces of oppression 
than the day on whic h the Declaration of Independence was signed. 
Moreover, there can be little question that today, as in 1776, this 
Nation needs to a its allegiance to the principles set forth in 
the Declaration of Independence. Oppression, in the form of Soviet 
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totalitarianism, seeks to suppress those truths which Thomas Jefferson 
and the Second Continental Congress held to be self-evident. In 
such an atmosphere it is altogether fitting that this Nation in celebra- 
tion of the signing of the Declaration of Independence should rededi- 
cate itself to the ideals which are so well expressed in that basic 
charter of our freedom. 

The committee is heartily in accord with the spirit and declared 
motif of this celebration and, therefore, recommends favorable con- 
sideration of this resolution by the Senate. 


O 








ARY 


ane 
ae 
ae 
-— 
roe 

. 
a 
< 
— 


ICH. 


A. 
whed 
a 
ed 
> 
— 
a 
- 


82D yee ange 
1st Session 


= a {REPORT No. 359 
SENATE PART 1 


HEALTH INSURANCE PLANS IN THE 
UNITED STATES 


REPORT 


OF THE 
COMMITTEE ON LABOR AND PUBLIC WELFARE 
UNITED STATES SENATE 


PURSUANT TO 
Fy 
S. Res. 273 
(81st Cong., 2d Sess.) 
AND 
S. Res. 39 
(82d Cong., 1st Sess.) 
A RESOLUTION DIRECTING FURTHER 

STUDY OF HEALTH PROBLEMS 


SUBMITTED BY MR. LEHMAN 


May 28 (legislative day, MAY 17), 1951.—Ordered to be printed 
with illustrations. 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 


WASHINGTON : 1951 








COMMITTEE ON LABOR AND PUBLIC WELFARE 


JAMES E. MURRAY, Montana, Chairman 


LISTER HILL, Alabama ROBERT A. TAFT, Ohio 
MATTHEW M. NEELY, West Virginia GEORGE D. AIKEN, Vermont 

PAUL H. DOUGLAS, Illinois H. ALEXANDER SMITH, New Jersey 
HUBERT H. HUMPHREY, Minnesota WAYNE MORSE, Oregon 

HERBERT H. LEHMAN, New York IRVING M. IVES, New York 

JOHN O. PASTORE, Rhode Island RICHARD M. NIXON, California 


WiLuiaM H. Cornvurn, Chief Clerk 
Pup R. RODGERS, Assistant Clerk 
Wituiam G. Rey, Professional Staff 


SUBCOMMITTEE ON HEALTH 


HERBERT H. LEHMAN, New York, Chairman 


LISTER HILL, Alabama H. ALEXANDER SMITH, New Jersey 
MATTHEW M. NEELY, West Virginia IRVING M. IVES, New York 
HUBERT H. HUMPHREY, Minnesota RICHARD M. NIXON, California 


KENNETH MEIKLEJOHN, Staff Director 
MELVIN W. SNEED, Assistant Staff Director 


Summary of findings and recommendations 

I. Definitions, Methodology and Sources of Information 
Chapter II. 
Chapter III. 
Chapter IV. 
Chapter  V. 
Chapter VI. 


Chapter 


Chapter VII. 
Acknowledgments - - 
Appendixes - - - 





CONTENTS 


PART 1 


Page 


Number of Persons Having Insurance 

a 

Insurance Costs__________- ; ; 

Medical Costs and Insurance Protection cao ieee 

Medical Care Insurance and the Industrial, Rural, and Aged 
Populations _-_________- 

The Role of Medical Care Insurance 


“10109 NO 
mR STOTT OO Re 


© 0 


= CO 


PART 2 


Appendixes to Staff Report on Health Insurance Plans in the United States 


PART 3 


Activities of Government in the Field of Health Services 








82p CoNGREss | SENATE § Repr. 359 
Ist Session § } Part 1 


HEALTH INSURANCE PLANS IN THE UNITED STATES 


May 28 (legislative day, May 17), 1951.—Ordered to be printed with 
illustrations 


Mr. Leuman, from the Committee on Labor and Public Welfare, 
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FOREWORD '! 


On behalf of the Committee on Labor and Public Welfare, I submit 
to the Senate a Report on Health Insurance Plans in the United States 
prepared by a special staff working under the direction of Dr. Dean A. 
Clark, director of the Massachusetts General Hospital, pursuant to 
Senate Resolution 273 of the Eighty-first Congress and Senate 
Resolution 39 of the Eighty-second Congress and I ask that the report 
be printed. 

This report, Mr. President, is an objective and factual study of 
health insurance plans as they now exist in the United States. Your 
Subcommittee on Health regards it as the most complete, unbiased, 
and definitive compilation of data on the subject currently available 
anywhere. We believe it represents an outstanding contribution to 
our knowledge of the problems of health insurance. We think it will 
prove of great value to doctors and laymen concerned with the exten- 
sion and expansion of health insurance programs and to legislators 
concerned with the many-sided problem of how the people of America 
can best finance their participation in our American system of medical 
care. 

Nevertheless, the Subcommittee on Health wants it clearly under- 
stood that the report does not set forth any recommendations for 
legislation directly affecting the economics of medical care and that it 
represents the findings of Dr. Clark and his associates rather than the 
opinion of the subcommittee or any of its members. 

Dr. Clark, who served as consulting director of the staff and who 
is now director of the Massachusetts General Hospital, has had long 
and varied experience as a medical administrator and educator which 
included 4 years as medical director of the Health Insurance Plan of 
Greater New York. Mr. Morris Pike, vice president of the John 
Hancock Mutual Life Insurance Co., member of the New York State 
bar, and an associate member of the Society of Actuaries and of the 
Casualty Actuarial Society, served as assistant director of the study 
group as did Mr. Elling Aannestad, currently engaged in a research 
project for the Rockefeller Foundation and the Carnegie Corp. and 
formerly director of statistical services for the Welfare Council of 
New York City. They were ably assisted by Miss Cozette Hapney, 
assistant in medical care at the Harvard School of Public Health. 

The Subcommittee on Health has asked me to express to these 
individuals our appreciation of the conscientious, intelligent, and 
thoroughly objective manner in which they have carried out their 
assignment. 

We are particularly gratified by the fact that, despite the very 
complex nature of health insurance problems and the degree of 
emotionalism which has so often characterized discussion thereof, 
this report represents the unanimous findings of so competent and 
diverse a group. 


®’ 1 Senator Lehman’s explanatory remarks, addressed to the presiding officer of the Senate upon the intro- 
duction of Report No. 359. 
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VI FOREWORD 


Mr. President, I have spoken of how valuable a contribution to 
our understanding of legislative proposals the report itself represents. 
Equally important, however, and perhaps of even greater value to the 
Senate, is the idea which underlay the making of this study and the 
manner in which that idea was carried out. 

The Subcommittee on Health of the Committee on Labor and 
Public Welfare of the Eighty-first Congress, had five bills proposing 
major changes in our system of medical economies referred to it. 
After some weeks of hearings on those bills, Senator Murray, then 
chairman of the Subcommittee on Health, and Senator Donnell, of 
Missouri, representing both the majority and the minority, decided 
that the hearings were not helping committee members to resolve 
the points at issue. The hearings were in fact repetitions of the 
many, many hearings which had been held by similar committees of 
the Senate for more than a decade. Hundreds of witnesses had been 
heard and volume after volume had been filled with hotly argued 
testimony. Yet after 10 years of such testimony, there were “still 
pending five decidedly different proposals for solving an admitted 
problem and the testimony being received seemed no more likely to 
resolve those differences than had similar testimony in earlier years. 

Therefore, on October 11, 1949, Senators Murray and Donnell, 
although they had sponsored antithetical health bills, joined together 
in cosponsoring a resolution which resulted in a staff analysis of the 
earlier hearings. It was found that, as is so often the case, the wide 
differences of opinion between equally sincere, intelligent, and patriotic 
witnesses and legislators could perhaps be accounted for quite simply: 
each was convinced that the measure he supported was correct in 
the light of what he conceived to be the real situation. But very 
few were agreed as to just what were the facts regarding either the 
extent of the problem or the degree to which it was being solved by 
existing methods. The staff so reported to the subcommittee and 
recommended a completely nonpartisan attempt to dig out the ene 
facts regarding health insurance as it exists in the United States 
study to be made under the auspices of the Senate itself rather than 
by a governmental or private agency whose findings might be regarded 
as biased. 

The subcommittee unanimously favored the idea as did the full 
committee and when it was presented to the Senate as Senate Resolu- 
tion 273 by Senator Thomas, of Utah, it was approved. The sub- 
committee, in order to assure itself that the study would be as objective 
as possible, decided that the staff director would be chosen by majority 
vote of the committee and that Republican and Democratic members 
of the subcommittee would each be entitled to appoint an assistant 
director. Senator Murray requested every member of the subcom- 
mittee to seek out and suggest candidates for the position of staff 
director and, when the nominations were in, he moved and the com- 
mittee unanimously approved the appointment of the man recom- 
mended by Republican Senator Smith, of New Jersey. Such was the 
spirit with which the study on which this report is based was under- 
taken. 

Subsequently, our Republican colleagues appointed an assistant staff 
director; the Democratic members of the subcommittee authorized 
Dr. Clark to fill the other vacancy as he saw fit, and the work got 
under way. 
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From that day on throughout the life of the Eighty-first Congress, 
no Senator from either side of the aisle interfered with the work carried 
on by Dr. Clark and his associates in any manner whatsoever. When 
the Eighty-second Congress convened and I became chairman of the 
Subcommittee on Health, my new colleagues unanimously agreed 
with me that we would punctiliously maintain that policy. We have 
done so. 

As a result, I believe the Congress and the people now have a much 
better basis than ever before both for the formulation of policies and 
programs in the field of health insurance by private organizations and 
for the formulation of legislative proposals in that field by Members 
of the Congress. We may and no doubt we will disagree as to some of 
the conclusions we draw from these facts. We may find ourselves on 
opposite sides as regards the legislative proposals which will flow from 
them, but we will at least be talking the same language, reading from 
the same book, reasoning from the same facts. And that, as all who 
have been concerned with health legislation will agree, is a great step 
forward. 

The measures which come before the Subcommittee on Health are 
of serious import. Often the actions we recommend with respect to 
those measures can quite literally mean life or death to thousands of 
our fellow citizens. They should never be weighed in an atmosphere 
of blind partisanship, of preconceived notions, or of high emotionalism. 
They should be approached in the same spirit as characterized the 
undertaking of this report. That is why I have taken the unusual 
step of setting forth the background of this study in such great detail. 

As chairman of the Subcommittee on Health, I intend to see to it 
that we undertake all our deliberations and conduct all our hearings 
and investigations in that same spirit. I know that in so doing I 
shall have the full cooperation of my colleagues on the subcommittee 
I hope that all those lay and professional organizations who share our 
concern over problems affecting the health of the Nation and who 
spend so much time and effort influenc ing public opinion about pro- 
posed solutions to those problems will join us in so doing 

Sincerely yours, 
Hersert H. Leaman, 
Chairman, Subcommittee on He alth, 
Committee on Labor and Public Welfare, United States Senate. 
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Unirep Stares SENATE, 
CoMMITTEE ON LaBoR AND PuBLic WELFARE, 
May 17, 1981. 
Senator James E. Murray, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 

Dear Senator Murray: We submit herewith, pursuant to Senate 
Resolution 273, a report on the status, methods ‘of operation, types, 
potentialities, and problems of health-insurance plans in the ‘United 
States. 

The growth of medical-care insurance in the United States is one of 
the most significant social developments of recent years, but dis- 
passionate examination of this development has been largely lacking. 
In this presentation we have endeavored to be strictly objectiv e, and 
we are pleased to report that this endeavor has been greatly assisted 
by the high degree of cooperation we have received from the principal 
groups concerned with medical-care insurance. 

As a result of this cooperation, the staff has been enabled to as- 
semble the most comprehensive body of current information now 
available on this vitally important subject. This information should 
be of value in the deliberations of your committee and of the Congress. 
We are making acknowledgments elsewhere, by name, of all of the 
cooperating organizations, but it is appropriate that we make par- 
ticular mention here of the Blue Cross Commission, the Blue Shield 
Commission, the Cooperative Health Federation of Americ a, the 
insurance companies, and the Social Security Administration. Their 
contributions, which are set forth in Part Il of this report, represent 
one of the most valuable accomplishments of this study. In ad- 
dition, we wish to acknowledge gratefully the technical advice and 
assistance of the United States Public Health Service. Employer, 
farm, labor, medical, and research groups have also provided us with 
valuable advice and information. 

This report should be looked upon as introductory rather than 
definitive. There remain important areas where further study will be 
required if Congress is to lay a proper foundation for the evaluation 


of legislative proposals in this field. We have indicated a number 


of such areas in the report. 

If a brief summary of a subject with so many ramifications is 
possible, it might simply be that, while present insurances provide a 
degree of protection against some of the costs of illness for somewhat 
more than 70,000,000 people in the United States, there are also 
many medical needs the cost of which they do not now cover, and there 
are presently somewhat more than 70,000,000 people who have no 


x 
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form of medical-care insurance protection. There has been a definite 
trend toward growth both in numbers of persons reached by insurance 
and in the items for which they are insured. 

In considering the role of medical-care insurance in meeting the 
Nation’s medical costs, it should also be noted that among both 
those who have and those who do not have some form of medical- 
care insurance there are certain large groups, such as members of the 
Armed Forces, veterans, and the needy, a portion or all of whose 
costs of medical care are met by tax funds or charitable contributions. 

We were also charged with ascertaining “the activities of State 
and local governments in the field of health services.’ A separate 
statement dealing with this subject will be filed shortly. 

We believe this study, initiated by your subcommittee, will be of 
high social usefulness, and we are appreciative of having a part in 
getting it under way. 

In the preparation of this report we were given complete freedom 
Ly the subcommittee of the Eighty-first Congress as well as the 
subcommittee of the present Congress to compile and present the 
information obtained on voluntary health insurance plans in the 
manner which we desired. We should like to acknowledge with 
appreciation the position of the subcommittee in this regard and 
point out that the findings and recommendations presented in the 
report represent the work and deliberations of the staff itself and 
were not in any way influenced by the opinions of any Members of 
the Senate. 

Respectfully submitted. 

Dean A. Ciark, M. D., 
Consulting Director. 
E.uinc AANNESTAD, 
Assistant Director. 
Morris Pike, 
Assistant Director. 
Cozrette Hapney, 
Research’ Assistant. 








SENATE RESOLUTION 273, EIGHTY-FIRST CONGRESS, 
SECOND SESSION 


Resolved, That the Senate Committee on Labor and Public Welfare is hereby 
authorized and directed through the subcommittee on health of the said committee 
to-—- 

(a) continue its study of the health problems of the Nation and of legisla- 
tive proposals relating thereto which have been referred to the said subcom- 
mittee, which study shall be primarily concerned with ascertaining the status, 
methods of operation, types, potentialities, and problems of health insurance 
plans in the United States, the activities of State and local governments in 
the field of health services, and of related matters in terms of their bearing 
on the objectives sought by those legislative proposals; 

(b) consult in the course of such study, with Federal agencies administering 
health and related programs, with such other legislative committees of the 
Senate as are concerned with related matters, and with such other agencies, 
organizations, or persons as the subcommittee may desire to consult; 

(c) report to the Senate not later than February 1, 1951, the results of the 
study, together with such proposed legislation, if any, and such other recom- 
mendations as the subcommittee may deem desirable. 

Sec. 2. (a) The Senate Committee on Labor and Public Welfare, through the 
said subcommittee on health, is authorized to sit and act at such times and in 
such places during the sessions, recesses, and adjourned periods of the Eighty-first 
Congress, to employ such consultants, clerical, and other assistance; to procure 
such printing and binding; to require by subpena or otherwise the attendance of 
such witnesses and the production of such books, papers, and documents; to 
administer such oaths; to take such testimony; and to make such expenditures, 
within the limits below set forth, as it deems advisable. The cost of stenographic 
services to report such hearings shall not be in excess of 25 cents per hundred 
words. 

(b) The expenses incurred under this resolution, which shall not exceed $37,800, 
shall be paid from the contingent fund of the Senate upon vouchers approved by 
the chairman of the committee. 


SENATE RESOLUTION 39, EIGHTY-SECOND CONGRESS, 
FIRST SESSION 


Resolved, That the authority of the Committee on Labor and Public Welfare, 
or any duly authorized subcommittee thereof, under 8S. Res. 273, Eighty-first 
Congress, agreed to May 26, 1950 (providing for study and survey of health in- 
surance plans in the United States, the activities of State and local governments 
in the field of health services, and related matters), is hereby continued until 
March 31, 1951. 
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SUMMARY OF FINDINGS AND RECOMMENDATIONS! 
PRESENT Status oF VoLuNTARY Mepicaut-Care INSURANCE 


Total expenditures for health services are estimated to have been 
from 10 to 11 billion dollars in the United States in 1949, of which 9 to 
10 billion were for medical care and 1 billion for public health, research, 
and education. 

2. Of the 9 to 10 billion dollars expended for medical care in 1949, 
medical-care insurance paid about 755 million dollars, or about 8 
percent. Individual private payments accounted for 6 to 7 billion 
dollars, or about 70 percent, taxes paid 2 billion dollars,? or about 
20 percent, and about 150 million dollars, or less than 2 percent, was 
ascribable to private charitable gifts, income from hospital endow- 
ments, and the like. 

There are differences of opinion as to what portion of the costs of 
medical care should be considered insurable and as to what groups of 
the population can or should be enrolled. If we assume that all of the 
costs of physicians’ and general hospital services now supported by 
private expenditures may be insured through voluntary plans, the 
$755 million paid in benefits by all forms of medical-care insurance in 
1949 constituted about 17 percent of the approximately $4.4 billion in 
private expenditures for these purposes. If we assume that insurance 
is practicable for all private expenditures for the services of physicians, 
hospitals, dentists and nurses, and for one-third of the expenditures for 
drugs and medical supplies, including the net cost of insurance— 
$6.4 billion in 1949—the amount now insured is about 12 percent. If 
we assume that only five-sixths of the private expenditures for the 
services of physicians and general hospitals may or should be insured, 
the percentage insured in 1949 was about 21 percent. Conversely, by 
the highest of the above estimates, voluntary insurance plans do not 
cover about 80 percent of that portion of the Nation’s medical-care 
bill generally regarded as the minimum that is potentially insurable. 

The basic facts concerning the extent to which the American 
people were enrolled in voluntary medical-care insurance plans at 
the end of 1950 are illustrated in figure 1. It shows that out of our 
population of 150 million people, an estimated 75 million have insur- 
ance against some part of the costs of medical care, while another 
75 million have not yet been reached by voluntary medical-care 
insurance. In considering this diagram two factors should be kept 
clearly in mind: One, among the group shown as having medical-care 
insurance of any type are included those with partial or limited 
protection; and two, among the group with no insurance protection 
are included the recipients ‘of public assistance, a certain number of 
veterans, and other individuals with some public resources for 


For definitions of the terms as used throughout this report see ch. 1, p. 18. 


? Includes State and local governmental general hospitals, State tuberculosis and mental institut 
Federal expenditures for veterans, merchant seamen, etc., public medical care for the needy. Does not 
include Armed Forces. 
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medical care available to them, as well as an unknown number of 
persons of economic status such that they may not feel a need for 
insurance. 

5. According to figure 1, hospital insurance alone is held by 15 
percent of the total population, or approximately 23 million persons. 
An additional 21 percent of the population, or 31 million people, have 
some degree of protection against the costs of both hospital and 
surgical care. Another 17 million persons, representing 11 percent 
of the country’s population, have hospital, surgical, and limited 
medical insurance—all in varying amounts. And finally, less than 
3 percent of the population, composed of between 3 and 4 million 
persons, have comprehensive medical care insurance, including hos- 
pital, surgical, and relatively complete medical insurance. 


|. HOW MANY PEOPLE HAVE ANY MEDICAL CARE INSURANCE? 





wie e ele SN HOSPITAL ONLY 


NO 
MEDICAL CARE HOSPITAL AND 
INSURANCE SURGICAL 


COMPREHENSIVE 


ESTIMATES FOR |950. See items 
4—5 for explanation. 


6. There has been a striking increase in the last 10 years in the 
number of people in the United States who have been reached by 
voluntary insurance, especially group insurance, against some part 
of the costs of medical care. The numbers who had some protection 
against the costs of hospital care, for example, rose from less than 6 
million in 1939 to an estimated 75 million at the end of 1950. 

7. The benefits of medical-care insurance are in largest amount for 
the costs of hospital care and, next, for the cost of physicians’ services. 
Insurance benefits for general hospital care amounted to $530 million 
in 1949, while benefits for physicians’ services totaled $225 million. 
Almost none of the insurance in force relates to the costs of dental 
care, nursing, drugs or medical supplies outside the hospital. The 
amount of insurance benefits spent for each class of services is illus- 
trated in figure 2. 
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2, MEDICAL-CARE INSURANCE BENEFITS AMOUNTED TO 
$755 MILLION IN 1949 
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8. Of all private expenditures for general hospital care, which 
amounted to $2,027 million in 1949, insurance benefits paid about 
one-fourth. This was the most widely insured item. Of total private 
expenditures for physicians’ services, which totaled $2,267 million, 
insurance paid one-tenth. Expenditures for dental care, nursing care, 
one-third of the costs of drugs and medical supplies outside the hos- 
pital together with the net costs of insurance amounted to approxi- 
mately $2,056 million in 1949. Insurance benefits for such items were 
negligible. These facts are illustrated in figure 3. 


3. INSURANCE BENEFITS COVERED 12% OF PRIVATE MEDICAL 
CARE EXPENSE IN 1949 


TOTAL EXPENSE - $6350 MILLION 
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9. Medical-care insurance at present is provided by three large 
groups of organizations: (a) the nonprofit BlueC ross-Blue Shield plans; 
(6) the casualty, life, and other insurance companies; (c) a number of 
organizations independent of the first two groups, inc ‘luding industrial 
and labor-union plans, consumer cooperatives, programs under the 
auspices of private medical groups, some medical societies, community 
organizations, and others. 

10. The approximate number of people reached in 1950 by the three 
main groups of organizations providing medic al-c ‘are insurance and 
some measure of the average financial protection * afforded by insur- 
ance are as follows: 

(a) More than 4 million persons at the end of 1950 had medical- 
care insurance through “independent”’ organizations, of whom over 3 
million were insured for comprehensive benefits. For those people 
enrolled in comprehensive plans more than 80 percent * of the average 
costs of services rendered by both physicians and general hospitals 
were paid for by their insurance in 1949, the latest year for which 
financial estimates are available. Protection against the costs of 
dental and nursing services were occasionally included. In all, these 
plans paid about $78 million in benefits in that year, of which $35 
million was for general hospital care and $43 million for physicians’ 
servic es. 

(b) Seventy-five million persons (including the four million above) 
had at the end of 1950 some form of insurance against the costs of 
hospital care. Aboutthalf of these 75 million were insured through the 
84 nonprofit Blue Cross plans, a majority of which contract with hos- 
pitals to provide most of their services in semiprivate accommoda- 
tions with a minimum of additional charges to the enrollee. Blue 
Cross plans appear on the average to have paid from 70 to 80 percent * 
of the average hospital bills of their subscribers in 1949. In all, 
Blue Cross plans paid $303 million in hospital-care benefits in that 
year. About 34 million people at the end of 1950 held policies 
issued by the insurance companies, 20 million * under group policies, 
and 14 million * under individual insurance, under which cash indem- 
nities are paid to the policyholder to apply against his hospital bill. 
In 1949, insurance companies appear to have paid from 45 to 55 
percent * of the average hospital bills of their policyholders, whether 
under individual or group enrollment. In all, insurance companies 
are estimated to have paid $192 million in hospital benefits in that 
year. 

(c) Forty-eight million persons (who are also included in the 
seventy-five million above) bad at the end of 1950 insurance against 
some of the costs of physicians’ services, mostly surgery and non- 
surgical physicians’ services in the hospital. For these enrollees the 
total benefits—whether for surgical insurance only or for surgical 
and limited medical insurance—are compared to total expenditures 
for all physicians’ services, surgical and nonsurgical, because data on 
a Nation-wide basis are not available showing the costs of surgical 
services only. 





? The measures of average financial protection which are presented here represent, in each case, a ratio 
of two averages. For each type of insurance carrier we have used as the numerator an average per capita 
insurance benefit computed for the particular type of insurance organization by dividing its total payments 
for the class of benefits being considered by the number of its enrollees at the midpoint of 1949, after reduc- 
tion to allow for duplication. The denominator we have used represents the average per capita private 
expenditure for all general hospital or physicians’ services, as the case may be, for the midpoint of the na- 
tional civilian population for the same year. See also Note at the end of this report. 

‘ Enrollment figures adjusted for duplication. 
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About 18 million (of the 48 million) were enrolled in 1950 in the 
66 nonprofit Blue Shield and similar plans. These plans provide cash 
indemnities to their over-income subscribers and what may be called 
service benefits to their under-income subscribers. It has been esti- 
mated that from 67 to 75 percent of Blue Shield members receive cash 
indemnities, while the remaining 33 to 25 percent are eligible for service 
benefits.» In 1949, Blue Shield and similar plans appear to have paid 
about 45 percent * of the average total physicians’ charges of their 
subscribers, with total benefits payments for the cost of “phy sicians’ 
services of $79 million.® 

About 30 million people at the end of 1950 held insurance company 
policies (21.5 million group and over 8 million individual ’) against 
the costs of surgical and, in some instances, limited medical services 
by physicians. In general, such policies paid policyholders cash 
indemnities to apply against their physicians’ bills. Like Blue Shield, 
insurance companies had, in some areas and applying to about 640,000 
policyholders in 1949, agreements with physicians to accept, on behalf 
of under-income policy vholde rs, their fees as full payment for the insured 
items. In 1949, group and individual insurance written by insurance 
companies appear to have paid 46 percent ® of the average total of 
physicians’ bills for those policyholders having both surgical and 
limited medical insurance. These policyholders “accounted for about 
one-fifth of the total number of people in 1949 having —— 
through insurance companies against the costs of either surgical « 
medical services. For group “and individual policy -yholders aah 
surgical insurance alone, about 29 and 22 percent,’ respectively, of the 
average total of all physicians’ bills (for surgical and nonsurgical 
services combined) was paid. Total benefits paid by insurance com- 
panies for physicians’ services amounted to $103 million in 1949. 

The above percentages represent the proportion of the Nation-wide 
average private expenditure for broad classes of care (hospital and 
physici ians’ services) which is paid through voluntary medical-care 
insurance. They should not be confused with that proportion of the 
individual’s hospital bill or surgical bill for a particular illness which 
is paid by his insurance plan. Estimates of the latter type are given 
in part I of chapter V. 

In arriving at the above figures certain assumptions were made 
concerning the extent of duplication of coverage between group and 
individual insurance under insurance companies, Blue Cross and Blue 
Shield, and suitable adjustments were made in the enrollment of each 
which in turn affected the weight given to the average benefit for 
each. This was done in order to compute an average benefit per 
insured person, rather than per subscriber or per policyholder, in order 
that the latter figure might be compared to the average per capita bill 
for the Nation as a whole for general hospital care and for physicians’ 
services. Under different assumptions made concerning duplication 
of coverage, the above percentages could vary up or down by the 

? The measures of average financial protection which are presented here represent, in each case, a ratio 
of two averages. For each type of insurance carrier we have used as the numerator an average per capita 
insurance benefit computed for the particular type of insurance organization by dividing its total payments 
for the class of benefits being considered by the number of its enrollees at the mid-point of 1949, after reduc- 
tion to allow for duplication. The denominator we have used represents sone average per capita private 
expenditure for all general hospital or physicians’ services, as the case may be, for the mid-point of the na- 


tional civilian population for the same year. See also Note at the end of th is report. 
5 Social Security Administration, unpublished data. 
¢ Amounts paid for hospital care under some Blue Shield plans have been subtracted from total benefits 
paid by Blue Shield to reach this figure because the hospital benefits appear under Blue Cross, 
Enrollment figures adjusted for duplication. 
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addition or subtraction of from 5 to 10 percent of the above average 
figures. For example, the proportion of the physicians’ bill paid by 
Blue Shield would be 44 percent if the Blue Shield enrollment were 
not reduced to allow for duplication; similarly, estimates of the pro- 
portion of the total physician’s bill paid under group surgical and 
limited medical policies by insurance companies would vary from 42 
to 51 percent, under different methods of allowing for duplication of 
coverage. 

11. Figure 4 illustrates the average dollar amount of insurance 
benefits for hospital and physicians’ services paid in 1949 on behalf 
of those enrolled in the various types of insurance organizations. The 
chart also shows the national average per capita private expenditure for 


4. INSURANCE BENEFITS IN 1949 WERE LESS THAN THE AVERAGE ANNUAL BILL PER PERSON 
OF $13.70 FOR GENERAL HOSPITAL CARE AND $15.35 FOR PHYSICIANS’ SERVICES 


Millions 


wa HOSPITAL BILL PHYSICIANS’ BILL of pecs ® 










TS.76 0 


INSURANCE BENEFITS BY TYPE OF CARRIER 
Fe Siiusintay Insurance Company:hospital fees a insurance company : surgical only 
WWI Blue Cross [== Insurance company: surgical-medical 


HER Com prehensive insurance aR Blue Shield 


The biank orea represents that portion of the total national bill not covered by insurance 
( See item 4 discussion of two factors. ) 


* As of midpoint 1949. Enroliments adjusted for duplication. See NOTE at end of report. 


general hospital care ($13.70) and for all physicians’ services ($15.35) 
against which the average insurance benefits may be measured. 

12. It should be recognized that the percentages given above are 
average figures for all the types of insurance, and that in some indi- 
vidual cases the insurance benefits may pay the entire hospital or 
physician’s bill; conversely, except in the few truly comprehensive 
plans in which all services are provided on a contractual service basis, 
the benefits may, in many cases, amount to a portion of the bill only, 
leaving a substantial amount for the insured person to pay in addition. 
It was impossible to obtain during the course of this study data 
showing with any precision the number of persons having some form 
of medical-care insurance, who, after insurance benefits have been 
paid, still have a serious financial problem in meeting their medical 
bills. 

It is also true that the greatest number of subscribers carry insurance 
which does not provide benefits paying all medical-care costs. Such 
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partial insurance, limited either in the range of services included or 
in the dollar amount of the benefits, carries a somewhat lower premium 
than more nearly complete protection, which may be available but 
which such subscribers may or may not wish to have or be able to 
afford. In the case of hospital benefits, the proportion of the bill 
covered depends not only upon the scope of benefits provided by the 
insurance, but also, in part, upon the accommodations selected by, 
and available to, the patient. Similarly, the proportion of the 
physician’s bill covered also depends upon the charges of the particular 
physician selected. 

Very few people have any insurance against such costs of dental 
care, and, except in the hospital, against such costs of nursing, X-rays, 
laboratory or other diagnostic tests, drugs or medical supplies as 
may be considered potentially insurable. These costs together con- 
stitute somewhat less than one-third of the average family’s medical 
bill. A number of comprehensive insurance plans have been able to 
include protection for some of these items, with the exception of 
— care. 

There is considerable variation among the different types of 
jam val-care insurance plans in the amount of the en paid which 
goes for what may be called “retention charges,” i. e., administrative 
costs, reserves, taxes, and, in some plans, wl The proportion 
of the subscriber’s or member’s dollar which comes back in benefits 
or dividends, therefore, varies accordingly. For their combined 
group and individual enrollment, Blue Cross plans report an average 
retention charge of 15 percent in 1949. Blue Shield states that its 
average retention charge was 21 percent of the premiums paid, while 
the insurance companies estimate their retention charges at 20 per- 
cent for group insurance and 45 percent for individual insurance. 
For the comprehensive plans it is difficult to state a single average 
retention charge because of the wide variety of these programs with 
differing benefits. For industrial plans the retention charges range 
from 15 to 0 percent. In those industrial plans that report no reten- 
tion charges, the administrative and other overhead costs are met 
from other funds. Omitting the industrial plans, retention charges 
for a substantial sample of comprehensive plans ranged from 20 to 7 
percent in 1949. 

In other words, from 55 to 93 cents of the subscriber’s dollar comes 
back in benefits and dividends, depending upon the particular plan 
to which he belongs and whether he is insured as an individual or 
as a member of a group. 

14. Broadly speaking, voluntary medical-care insurance is most 
common among people easily accessible to group insurance and less 
common among those difficult to reach by the group method. Certain 
factors influence the ease or difficulty with which a person may be 
included by group or individual enrollment in voluntary plans. 
While extensive information could not be obtained with regard to the 
precise influences of these factors, certain points seem reasonably clear 

(a) There is far greater concentration in industrial urban areas 
than elsewhere of persons holding some form of medical-care insurance, 
and, conversely, inhabitants of rural areas have considerably less 
medical-care insurance than city dwellers. For example, twice as 
many people (per unit of population) in the most urban States have 
some protection against the costs of hospitalization than do residents 
in the most rural States. 
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(6) Twice as many people (per unit of population) have hospital 
insurance ip the States with high per capita incomes as in the States 
with low per capita incomes. Also, more than 1 times as many 
people (per unit of population) have some insurance protection for 
physicians’ services in the first group of States as in the second. 

Figure 5 illustrates the difference between rural and urban areas and 
between States with high and low per capita incomes with respect to 
the number of persons having some hospital insurance. 

(c) Relatively little data is available, except for isolated samples, 
about the economic status within communities of the people reached 
by the various insurance carriers. In small samples studied, however, 
self-supporting families of the lower income groups are reached muc h 
less in proportion to their numbers than families of the middle or 


5. THE PROPORTION OF PERSONS HAVING HOSPITAL INSURANCE IS 
TWICE AS HIGH IN: 


URBAN AS IN RURAL STATES 





HIGH INCOME AS IN LOW INCOME STATES 


HIGH INCOME--- 


LOW INCOME--- 





WITH SOME WITHOUT 
INSURANCE INSURANCE 


somewhat above middle income groups. It is generally agreed, how- 
ever, that families at lower-income levels have greater needs for 
medical care than higher-income groups. Except through those 
plans which provide group insurance and in which the employer is 
bearing at least half of the cost, it is difficult to reach these lower- 
income families. 

(d) As a rule, newborn infants are excluded for the first weeks of 
life from most existing medical-care insurance, except in most of the 
comprehensive plans and in one-third of Blue Cross plans. 

(e) Persons over 65 years of age have less medical-care insurance, 
in proportion to their numbers, than younger people. Some plans 
have age limits for new subse ribers or do not extend the privilege of 
converting from group to individual membership*forzsubscribers over 
certain! ages. 
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(f) It may be inferred that, in general, Negroes have relatively less 
medical-care insurance than white people from the fact that the 
Southern States, in which the Negro population is most concentrated, 
have proportionately fewer persons holding such insurance than most 
States in other regions. This may be due to the following factors: 
relatively fewer available medical personnel and facilities, economic 
status, educational levels, and other problems. 

(g) Self-employed persons, farmers, and individuals employed in 
small establishments, to whom group insurance of any kind cannot be 
easily applied, are relatively difficult for voluntary medical-care in- 
surance to reach. They can, it is true, buy individual insurance if 
they can qualify for it and can afford it. This form of medical-care 
insurance is, however, more expensive than the group form because 
selling and collection costs are higher and because “‘adverse selection 
of risks’ may be greater. Unlike group insurance, where an employer 
contribution is common, the policyholders under individual insurance 
usually must pay the entire cost themselves. 

(hk) Voluntary medical-care insurance cannot easily be obtained by 
persons who have some illness or disability (at least not against the 
cost of treating that condition) or who are aged or infirm unless they 
fall within some group that can be insured as such. Experimenta- 
tion is being carried on toward covering such individuals. 

(7) Even under situations favorable to group insurance, a number of 
private employers are unwilling to permit payroll deduction or to 
make contributions toward medical-care insurance costs. Further- 
more most governmental bodies, Federal, State, and local, are not 
legally permitted to do either of these things. 

(7) Persons who hold group insurance “usually have difficulty in 
carrying their insurance with them if they move from one State to 
another, from one locality to another, or simply change jobs. In 
Blue Cross and Blue Shield, such persons have a right to shales to 
the plan in their new locality, without such restrictions as waiting 
periods and, if they have been group members, to convert to indi- 
vidual insurance if they wish to pay the whole cost themselves. 
Under insurance-company group policies they usually have no con- 
version rights, since few companies writing group insurance also 
write individual insurance. Such persons must therefore seek indi- 
vidual insurance with other companies, qualify for that, and assume 
the whole cost themselves. Under either Blue Cross, Blue Shield, or 
insurance company plans, it appears that relatively few persons leaving 
group insurance convert to or take out individual insurance. U nder 
company- or industry-wide contracts which have been negotiated 
with either Blue Cross, Blue Shield, or insurance companies, it is 
possible for the individual to move from one location to another and 
still maintain the same insurance protection if he remains employed 
by the same company or industry. 

(k) Purchasers of individual insurance do not have the advantages 
of group purchasing power. Further, some impaired risks are denied 
the privilege of being insured against ‘diseases contracted prior to the 

urchase of individual insurance. These disadvantages may be offset 
in part by the fact that eligible purchasers of individual insurance 
have greater flexibility in securing the particular coverage they desire, 
since they are not limited to the schedule of coverage adopted for 
the group as a whole. 
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It should be understood that the effects of the above factors are 
not mutually exclusive and that the extent to which two or more of 
them apply to the same person is unknown. 

The bulk of existing medical-care insurance is for hospital care, 
surgery and in-hospital physicians’ services. It does not attempt to 
cover, for the most part, protracted illness (hospitalized or nonhos- 
pitalize d) such as chronic disease, nor does it meet the medical expense 
of preventive care and physicians’ care for short-term nonhospitalized 
illnesses, or for illnesses in their early stages. 

16. This emphasis upon hospitalization, surgery, and in-hospital 
physicians services as noted above furnishes an incentive to physicians 
and patients alike to increase to an extent greater than medically 
necessary the performance of surgical procedures or the use of hospital- 
bed facilities, and, therefore, the need for hospital construction. It 
also does little to encourage preventive medicine, early diagnosis or 
treatment. A different pattern is set by those comprehensive plans 
that stress preventive medicine and the provision of services outside 
of the hospital. 

It is self-evident that the mechanism of insurance substitutes 
a recurring periodic charge for medical bills of uncertain amounts, that 
insurance of even limited scope tends to reduce—in differing degrees— 
the burden of large medical bills, but that under the present pattern 
of medical-care insurance there remains an additional financial problem 
for those with insurance who have a serious illness requiring nursing 
services, expensive diagnostic services and a protracted period of 
hospitalization. 

18. Measures to improve the kind and quality of medical services 
have been included in very few voluntary insurance plans, except 
those providing compre ‘hensive services through medical group 
practice units. 

19. The growth of comprehensive insurance has been restricted by 
difficulties of initial financing and organization, by the frequent 
opposition of organized medicine, and by restrictive laws enacted in 
more than half of the States, usually at the instance of physicians and 
medical societies. 


DIFFERENCES OF OprINION CONCERNING MeEDICAL-CARE 
INSURANCE 


There are differences of opinion on a number of important points 
concerning medical-care insurance. Some of the differences reflect 
the divergent points of view of some of the providers of insurance, as 
contrasted with the views of some representatives of people who 
purchase it. Differences also appear to spring from differing social 
philosophies. Some of the points of difference are: 

What is the purpose of medical-care insurance? Some believe 
that the sole desirable purpose is financial protection against the 
costs of ‘catastrophic illness.”” Others take the view that insurance 
is the desirable method of paying for all or most medical services, as 
against the system of post-payment by consumers on a fee-for-service 
basis. There are those who would limit medical-care insurance 
strictly to a financial arrangement, and others who believe that in- 
surance should be looked upon as a means for influencing favorably 
the availability of preventive medicine, early diagnosis and treatment 
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in case of illness, the quality of the services provided, and the improve- 
ment of medical facilities both quantitatively and qualitatively. 

2. What items of medical service is it desirable and possible to pay 
for in whole or in part by insurance? From the experience of both 
comprehensive and limited plans, it is evident that the insurability 
of many items of service varies with the form of medical and admin- 
istrative organization of the plan providing the insurance. If insur- 
ance against the costs of certain items is possible only through major 
changes in the pattern of medical practice, are the benefits to be 
gained large enough to justify disturbances and controversies that 
may accompany such changes? Here sharp differences of opinion 
are found. 

3. Who should be insured? Do, for example, people of the highest 
economic status really need or desire insurance and, if not, at what 
income level should the line be drawn? Or is any income limit 
desirable? Other issues relate to insuring those persons in the lower 
economic groups who can pay little or none of the insurance costs. 
Therefore, if insurance is to be utilized for these groups, at least a 
part of its costs must be met by other public and private sources, 
including employer contributions under group enrollment. 

4. How should the payment of insurance costs be distributed? 
Here appears a contrast between the positions of private and social 
insurance. On the one hand, the position of private insurance is 
that the premium for the individual or group insured should be 
related more or less directly to the expected cost of insuring that 
individual or group; on the other hand, the position of social insurance 
is that costs should be distributed so far as possible over the whole 
society or community and be borne by individuals largely in propor- 
tion to their ability to pay. A middle ground is also found, combining 
some elements of both of the above viewpoints. 

5. How far should governmental action go in extending medical- 
care insurance? ‘There are those who believe that insurance legally 
required of the whole self-supporting population, or of the larger 
part thereof, is the only way whereby the benefits of such insurance 
can become available promptly and economically to the majority of 
the population; and who believe that such action should and can be 
so designed as to maintain medical efficiency and freedom and demo- 
cratic methods of administration. On the other side are those who 
believe that a widespread legal requirement of medical-care insurance 
is unnecessary, because voluntary plans will meet all or most of the 
needs that should be met; and who believe serious evils for medical 
practice and American freedom would result from such legally re- 
quired insurance. Between these two groups are others who believe 
that voluntary plans alone will not cover all the needs and who favor 
governmental aid to voluntary plans, under various terms and 
conditions. 

6. How much of the national product (or of a family’s income) do 
we wish to use for the support of doctors, dentists, nurses, hospitals, 
and other health services and facilities? To put it bluntly, how 
many doctors, etc., having what standard of living, do we think it 
worth our while to support? 

7. Finally, there is no general agreement as to whether the Nation 
is spending, through insurance or otherwise, enough on medical 
services to assure the best health for all its people. There are no 
accepted and absolute standards by which this can be judged. If we 
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examine expenditures for general hospital and physicians’ services, we 
find that in some comprehensive insurance plans, where liberal use of 
these services is encouraged for both preventive and curative pur- 
poses, annual expenditures for physicians’ and general hospital serv- 
ices, range from $22 to $38 per capita. This may be compared with 
an expenditure of approximately $30 per capita for the same services 
for the population as a whole in 1949. 


ProspLeMs OF VOLUNTARY MEDICAL CARE INSURANCE 


Despite differences of opinion as to just how many people need 
health insurance protection and as to just how much protection they 
need, there is general agreement that more people should have more 
health-insurance protection than is the case at present. The principal 
problem, therefore, is how to extend broader benefits to more people 
at a price they wish to pay or can afford. 

This problem has a number of aspects. Many of its implications 
have been referred to in the preceding section. From the viewpoint 
of the consumer, comprehensive insurance is frequently not available 
to him for various reasons. For example, there are relatively few 
places in this country where comprehensive plans as defined in this 
report are in operation. The cost of comprehensive insurance, if 
desired, may be beyond what the consumer is able to pay—or feels 
he wishes to pay. His problem differs, of course, depending upon 
geographic location, economic status, attitude tow ard i insurance, age, 
physical condition and medical history, family status, and many other 
factors. 

This situation exists for the consumer because of a number of 
problems which face voluntary medical-care insurance as a whole 
and which may be summarized as follows: 

1. A person may not feel a need for medical-care insurance until he 
has to meet a hospital or large doctor’s bill and this happens to only 
about 1 person in 10, or 1 family in 4 each year. This may pre- 
sent some difficulties in enrolling the uninsured as well as in selling 
additional benefits at a higher cost to those already carrying some 
insurance e. 

. Along with advances in prices and incomes, the costs of hospital 
care and ‘physicians’ services have risen during recent years, and 
insurance has had to cope with these increase od expenses. Adjust- 
ments in premiums or benefits or both have been made. In many 
instances among service plans this has necessarily resulted in larger 
premiums to provide the same services; in other instances services 
have been curtailed or indemnities substituted for service benefits; 
in still others premiums and benefits may have stayed the same or 
they may even have been increased, but the purchasing power of the 
benefits may, in effect, have been reduced. 

3. Surgical and other benefits for the cost of physicians’ services, 
in particular, may be successfully broadened to only a limited extent 
under the fee-for-service system, without running the risk of a tende ney 
to high utilization, unless the enrollee is a partial “coinsurer,”’ 1. @., 
retains the responsibility for paying part of his bill directly; or unless 
the physician agrees to prorating, i. e., agrees to accept ‘less than 
full payment under the agreed fee schedule when the total expenses 
exceed the total income available to the plan. 
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Special problems exist and much experimentation is required 
with respect to insurance coverage for the costs of dental care and 
for the costs of nursing, drugs, and medical supplies outside the 
hospital. 

5. The comprehensive plans have shown that it is practicable to 
cover almost the entire costs of the services of physicians and general 
hospitals, often through the use of their own facilities and medical 
staffs, but this is usually accomplished by a departure from fee-for- 
service payments to a contract or salary basis, which limits the 
compensation of physicians in relation to the volume of services 
they provide, thus furnishing an incentive for the physician to limit 
utilization of services to those that are medically necessary. Organized 
medicine has generally opposed such contracts when they cover 
general medical services, especially when made with groups of con- 
sumers, and has put pressure on physicians not to accept them. Its 
opposition is based on the fact that such contracts are generally 
limited to only a portion of the medical profession of the community. 

6. Another problem under voluntary medical-care insurance is how 
to reach the many people who need insurance protection but who can- 
not now obtain it readily, either because they feel the cost is more 
than they can afford or want to pay; or because they cannot easily 
be reached by group insurance, as is the case with the self. employed 
and much of the rural population; or because they are among the 
persons regarded as the ‘“‘poorer risks’ (i. e., those most likely to 
need medical care), such as persons already having an illness or 
disability, the aged, the very young, and so on; unless they can be 
included under group insurance. In some areas racial groups may 
also have difficulty in obtaining insurance. 

7. Since rates in most voluntary medical-care insurance plans are 
generally not graded in accordance with earnings, it requires a higher 
percent of the individual’s income in the lower economic groups to buy 
medical-care insurance. It is difficult, therefore, to reach the lower 
economic groups who may find it hard to pay these premiums, except 
vert an employer or other third party pays all or part of the cost. 

There is no available information regarding the extent to which 
individuals enrolled in voluntary medical-care insurance plans drop 
their protection, and later reenroll in the same or other plans, or do 
not reenroll with any plan. Loss of employment with the insured 
group, change of residence, lack of utilization or dissatisfaction with 
the insurance plan, maturity of children in families carrying insur- 
ance, and a variety of other reasons may cause the enrollee to drop 
his insurance protection, at least temporarily. The extent of this 
turn-over (within one plan or from one plan to another) as well as 
the effect it has upon enrollment, upon benefits and upon the admin- 
istrative costs of voluntary insurance plans constitutes an important 
question of which the insurance organizations are cognizant. To date, 
no practicable method has been devised for maintaiming record-keep- 
ing systems necessary to produce representative data on this problem. 

The comprehensive group practice plans have special problems 
of their own. As distinguished from insurance plans that provide cash 
benefits, those comprehensive plans that directly operate a medical 
service must provide physical facilities for their doctors and attract 
and keep medical staffs in the face of much opposition from organized 
medicine. They must also attract subscribers in spite of the fact that 
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their comprehensive benefits usually cost more than the partial benefits 
of other plans. The initiation of such plans is now in many States 
impeded or prevented by restrictive legislation. As a result of these 
difficulties, the comprehensive plans as a whole have grown slowly, 
although several individual plans, such as those in New York, Seaitle, 
and Oakland, Calif., have had rapid growth recently. 


TRENDS AND POTENTIALITIES OF VOLUNTARY MeEpICAL-CARE 
INSURANCE 


Growth in numbers of persons having voluntary insurance against 
some parts of the costs of needed care has been rapid, although the 
rate of growth for hospital insurance has slowed down slightly in recent 
years. Prospects appear to be good for further increases in enroll- 
ment of those persons who can be reached by group insurance, 
especially because of the emphasis being put on this type of insurance 
in collective bargaining. 

Individual enrollments have also increased in numbers. How- 
ever, prospects for voluntary insurance to reach individuals who are 
not in groups and who fall within the category of poorer risks, or to 
reach persons of lower incomes will depend largely upon the extent 
to which the insurance principle can be applied to them at costs 
reasonable for their means or the extent to which group enrollment 
can reach them. Proposals have been suggested which would make 
available public subsidy to assist in the coverage of this group or which 
would include them within broader groups by law. There are those 
who point out that requiring health insurance by law would be a 
prompt and economical means of achieving comprehensive population 
coverage. On the other hand, there are those who feel that this would 
be overbalanced by dangers to the quality and cost of service and 
Ww — have undesirable social effects. 

There has been a trend toward reduction in the number of ex- 
Ppa and limitations of coverage, accompanied by a lengthening 
of the benefit period, extending additional types of protection, and 
increasing the dollar amounts of benefits offered by medical-care 
insurance. However, there is room for a substantial further broaden- 
ing of the health insurance protection which most people now have. 
Benefits nominally offered may be broadened relatively easily if the 
enrollee continues to be a partial “coinsurer,”’ i. e., bears a portion of 
the bill directly, but this diminishes the likelihood that the subscriber 
will obtain adequate preventive care or the full range of therapeutic 
services, even when offered. When benefits have included preventive 
medicine and have come close to covering costs completely, a funda- 
mental change in pattern of organization has often been required, 
involving arrangements for paying some physicians on other than a 
fee-for-service basis, or if on a fee-for-service basis, using a prorating 
arrangement. 

The growth of voluntary insurance plans will be influenced by a 
number of other elements: First, the type and amount of insurance 
the subscriber may wish or can afford to purchase; second, the degree 
of priority the purchaser assigns to such insurance in relation to other 
goods and services; third, the extent to which certain costs of health 
care can be adapted to the recognized principles of insurance; and, 
fourth, adherence to the principle that the existence of insurance 
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benefits shall not cause an increase in the costs of medical and allied 
professional services. 

5. The potentialities of medical-care insurance for effecting im- 
provement in the health of persons holding insurance will be greater 
if more emphasis than is now the case can be placed upon quality 
of care, preventive medicine, early diagnosis and treatment outside 
the hospital rather than hospitalized illness as at present. By such 
a change in emphasis, the use of expensive hospital bed facilities, 
and eventually, the aggregate cost of medical care might be reduced. 
In this connection, it must, of course, be recognized that many other 
factors besides insurance influence pe ople’ s health. Among these are 
environmental conditions, economic circumstances, availability of 
medical personnel and facilities, attitudes and understanding of people 
with respect to their health and the use of health services. 

6. Medical-care insurance has potentialities for stimulating the 
creation of needed facilities and the location of professional pe ‘rsonnel 
in many rural and some other areas where insurance protection is 
now of little benefit because of the absence or inaccessibility of such 
facilities and personnel. Medical-care insurance might better realize 
these potentialities if it placed a greater emphasis upon the provision 
of comprehensive benefits through organized service units such as 
mee and group medical practice, wherever practicable. 

If the comprehensive plans were enabled to overcome the legal 
and practical difficulties enumerated in the previous sections, they 
have great potentialities not only for protecting their subscribers 
against <o all the costs of the services of physicians, hospitals, 
visiting nurses, and perhaps, of dentists, but also for the improve- 
ment of health through preventive medicine and health education, 
for providing care of known professional quality in an organized 
fashion, for the creation of facilities, and for attracting physicians and 
others to areas where they are now deficient. 

3. There is abundant evidence that existing insurance plans, 
whether under Blue Cross, Blue Shield, insurance company, or inde- 
pendent auspices, have a real desire to increase the number of people 
they reach and the range of benefits provided. Problems exist for 
all plans and serious handicaps are imposed onsome. ‘They are study- 
ing these problems and attempting to resolve them through the efforts 
of their experienced staff members. Organizations representing con- 
sumers, especially unions and cooperatives, are also studying the ad- 
vantages and disadvantages of existing and proposed plans for pro- 
viding medical-care insurance. Much remains to be accomplished, 
and a continued impartial study of these problems could be of great 
assistance. 

RECOMMENDATIONS 


The staff strongly recommends that in order to provide for planning 
and execution consistent with the scope and complexity of the subject, 
the study of medical-care insurance be continued as a major effort of 
the Committee on Labor and Public Welfare. We believe that this 
= be carried forward most effectively in the following ways: 

Continued systematic collaboration between the committee, the 
saamieasate representing both the principal carriers of medical-care 
insurance and the major population groups who have and who desire 
to have such insurance, and the governmental agencies now collecting 
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data relating to this subject. A desire to continue such collaboration 
was expressed by many of the organizations consulted in the course 
of this study. We believe that this can be accomplished by several 
means: 

(a) Annual 1- or 2-day conferences called by the committee of rep- 
resentatives of the organizations and agencies suggested above. The 
purposes of these conferences would be to review and appraise pub- 
lished material, to encourage and facilitate more comprehensive re- 
porting and study by private organizations as well as to stimulate the 
improvement of official statistical data, and to establish—insofar 
as possible—the basic facts relating to the issues of medical-care 
insurance ; 

(b) Consideration might also be given to the appointment of a 
small working committee of the same groups which might meet 
oftener and be of assistance in the details of the work; 

c) Employment by the committee of a small, well-qualified, per- 
manent, full-time staff to plan the collaboration described above as 
well as to direct certain activities which follow, and to coordinate 
and appraise the information obtained in the form most useful to 
the committee. 

As mentioned above, medical-care-insurance organizations should 
be encouraged to publish or otherwise make available comprehensive 
periodic reports on their operations. The material submitted to the 
committee indicates their active interest in evaluating their own oper- 
ation and improving the effectiveness of voluntary medical-care insur- 
ance. As we have indicated in this report, data on the characteristics 
of those who are presently insured are fragmentary. Appropriate 
technical assistance should be provided to enable the voluntary agen- 
cies to compile the needed information through their own national 
organizations in collaboration with the interested executive agencies 
and the staff of the committee. Data on a recurring basis which 
would yield an unduplicated count of persons who are insured under 
these plans, their age, sex, family status, economic circumstances, and 
educational levels would provide a better basis than has been hereto- 
fore available to assess the trends in development and growth of these 
plans. Such demographic and economic data should be complemented 
by information on expenses incurred by these plans; losses and renewals 
in enrollment; services received by those covered, such as distributions 
of hospital benefits by length of stay, volume of X-ray and laboratory 
services; and information on the relative proportions of hospitalize d 
apd nonhospitalized illness expense met by the insurance plans. 

The Department of Commerce, as part of its research on national 
income, and the Department of Labor, in conjunction with that 
agency’s work on cost of living, have compiled and collected data on 
private medical care expenditures and costs. The work of these 
agencies thus far has not been specifically directed to studies of medical 
care expenditures. In consequence, the concepts and definitions used 
are not at all points well designed for medical-care insurance program 
planning purposes. In view of the work already under way by these 
agencies we believe that they should be made active participants in 
this fact-collecting and planning program, and that, if necessary, 
consideration should be given to seeking additional appropriations 
for these agencies, for the collection and publication of more precise 
information on medical care expenditures needed for these purposes. 
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4. Additional supplementary field studies might be conducted or 
supervised by the committee’s staff as the need for special studies is 
determined. If the staff is not itself large enough to conduct full- 
scale special studies of the type required, it is recommended that the 
committee employ, as needed, the skilled technical services of such 
Government departments as the Bureau of the Census, the Bureau of 
Agricultural Economics, the Social Security Administration, and the 
United States Public Health Service, as well as nongovernmental 
agencies such as universities, research groups, and professional organi- 
zations. 

5. We might appropriately refer here to other inquiries going for- 
ward in this field. General studies are in process by the Brookings 
Institution, the Health Information Foundation, and the Social 
Security Administration. Research bearing on medical costs and 
medical expenditures is being carried forward by the Society of 
Actuaries. It is also appropriate to recognize here the vast body of 
information on this subject accumulated by other countries which 
merits careful study. In our opinion there remains a great need for a 
body representing the general public, such as the Senate committee, 
to continve the type of work initiated by the present study for the 
coordination and appraisal of the vast amount of information that is 
continually forthcoming in this field, and for the collaborative efforts 
and field studies outlined above. Such a continuing analysis would 
be of value not only to Congress, but also to the participating con- 
sumer and insurance organizations and to the people generally. 








CHAPTER I 


DEFINITIONS, METHODOLOGY, AND SOURCES OF 
INFORMATION 


This chapter will indicate the scope of our study, define the terms 
most frequently used, describe the method of carrying the study for- 
ward, specify sources of information and type of data assembled, and 
outline the principal topics to be discussed. 


SCOPE OF STUDY 


According to Senate Resolution 273, this study was to be “primarily 
concerned with ascertaining the status, methods of operation, types, 
potentialities and problems of health insurance plans in the United 
States.”” We have undertaken to present as comprehensive a review 
of these aspects of voluntary health insurance as possible within the 
time limits established. We have not endeavored to cover disability 
insurance (payments for wage loss during sickness), workmen’s com- 
pensation, incidental medical care riders on other kinds of insurance 
policies, or industrial health facilities. These are important parts of 
the medical care picture and for a complete view would require 
inclusion. 

Besides these omissions, there are a number of aspects of health 
insurance itself which time did not permit our studying. These 
include the historical development of such insurance, methods of 
organization, and details of administration in its operation. Nor did we 
attempt to assemble information on the health and medical needs of 
the population, the distribution of medical expenses in a given time 
period among individuals and families for different types of care, such 
as for preventive medicine, care for short-term illness, and care for 
long-term or chronic illness. The period of our survey—from Septem- 
ber 1950 to March 1951—-was obviously not long enough to permit 
an exhaustive study and searching analysis of all facets of the subject. 


DEFINITIONS 


The term ‘“‘medical-care insurance” is used throughout the study in 
preference to health insurance. Medical-care insurance embraces all 
forms of prepaid medical care, including insurance for hospital, surgi- 
cal, limited medical, and comprehensive medical care. The term 
‘“medical care’’ itself may be subject to misinterpretation. To some 
people it refers to medical services as distinguished from hospital 
care. To others it suggests the care of sick people rather than general 
health care for all individuals. In this report the terms “medical 
care’ and ‘‘medical-care insurance” are broadly interpreted to include 
all health care, all medical, hospital, and related services within the 
scope of our study. Insurance which deals with any part of these 


LS 


1S 


1e 
ay 
n- 
Ce 
of 


re 


th 
se 
of 


ve 


ne 
ch 
or 
m- 
it 
CU. 


in 
all 
gi- 
rm 
ne 
tal 
ral 
cal 
de 


he 


Sse 


HEALTH INSURANCE PLANS IN THE UNITED STATES 19 


services is within the compass of this report, but we have been es- 
pecially concerned with insurance for hospitalization and physicians’ 
services. 

Since the report differentiates between the several kinds of medical- 
care insurance on the basis of the benefits offered, it may be helpful to 
indicate in general the scope of benefits provided under eac h of the 
four categories of insurance. The term “hospital insurance’”’ is self- 
explanatory. It should be remembered, however, that this category, 
like each of the others, includes a wide variety of plans and policies 
with differimg benefits. Most hospital insurance provides specified 
benefits for the costs of room and board as well as specified benefits 
for some other hospital charges, such as those for the operating room, 
X-ray, laboratory tests, anesthesia, drugs, ete. 

Surgical insurance provides benefits for the costs of specified major 
and minor operations performed in the hospital, and usually for surgi 
cal procedures performed in the office or home. 

Limited medical insurance provides specified benefits for the costs 
of physicians’ services in the hospital for other than surgical cases. In 
some plans it may include limited home or office care, often starting 
after several services have been rendered 

( ‘omprehe nsive medical insurance includes the following: Physi- 
cians’ care by both specialists and general 5" frags in the home, 
office, clinic, and hospital, preventive as well as curative services, 
bedside nursing in the home, X-rays, laboratory ai other diagnostic 
tests, ambulance service, and other auxiliary benefits. In plans 
offering these benefits, dental services are but rarely included Pe 
no two plans are exactly alike, and some provide more or less services 
than others. For practical purposes all of the people = compre- 
hensive medical insurance also have hospital insurance and the two 
combined represent comprehensive medical-care coverage. 

Persons having medical-care msurance are provided with either 
cash benefits (cash indemnities), services, or a combination of both. 
Cash-indemnity plans indemnify the subscriber with stipulated sums 
of money to be applied against the costs of specified services. Most 
service plans assure their members of protec tion against the entire 
cost of specified services which are usually provided through con- 
tractual agreements of some kind with the participating physicians, 
hospitals, and others. Some service plans furnish the medical-care 
benefits directly through affiliated professional staffs and facilities. 

Provision of cash indemnity and services are combined in some plans 
which provide service benefits to persons having less than a stated 
income (under-income subscribers) and give cash benefits for subscrib- 
ers above this income level (over-income subscribers), who may then 
be charged additional fees. The upper-income limits are generally 
between $2,500 and $3,500. Arrangements are effected between the 
insurance pl: in and the participating physicians whereby they agree 
to accept on behalf of the under-income subscriber or non vholder the 
fees established by the plan’s schedule as full payment for the insured 
items. 

Medical-care insurance may be provided on either a group or indi- 
vidual basis. Under the group-insurance technique, a high proportion, 
usually 75 percent or more of the employees of a firm or the members 
of a labor union, are enrolled as a group. Since a high proportion of 
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the entire group must be enrolled, there can be little “adverse selection 
of risks” in group insurance. The group procedure requires that a 
representative sample of the whole group enter the plan and does not 
permit merely the poor risks, those who may soon need medical care, 
to join while the good risks stay out. The group-enrollment tech- 
nique is often facilitated by deduction of a part or all of the insurance 
premiums from payroll and by a contribution from the employer 
toward the cost. Individual insurance is sold directly to an individual 
person, usually without payroll deduction or employer contribution. 

Medical-care insurance is provided under a variety of auspices, and 
the term “‘insurance carriers’ or ‘‘insurance organizations” is used to 
embrace the several types of insurance sponsors. ‘The major insurance 
carriers are the Blue Cross and Blue Shield, the insurance companies, 
and a wide variety of independent plans. 

Blue Cross and Blue Shield are nonprofit agencies incorporated under 
the laws of the States in which they operate and affiliated with the 
national Blue Cross or Blue Shield Commissions. Blue Cross plans 
offer hospital insurance; Blue Shield plans provide surgical and in 
some cases, limited medical insurance. Blue Cross plans usually 
provide either service benefits or a combination of indemnity toward 
the cost of room and board and service benefits for some special 
hospital services, with the majority of their subscribers being eligible 
for service benefits for room and board and specified items. Most 
Blue Shield plans provide a combination of cash indemnity and service 
benefits for under-income subscribers, as described above, although a 
few plans offer cash indemnities or services only. The majority of 
their subscribers are eligible for cash indemnities. 

Some Blue Cross and Blue Shield plans have both group and in- 
dividual enrollment, and in almost all plans it is possible for the group 
enrollee to maintain his insurance on an individual basis (so-called 
conversion privilege) when he leaves the group. It is, however, 
difficult for these plans to distinguish between the number of sub- 
scribers under each type of enrollment, and their total enrollment 
figures in this report are not separated by group and individual sub- 
scribers. ‘The majority of their subscribers have been enrolled on a 
group basis. 

The insurance companies are corporate business organizations, 
mutual or stock, which write medical-care policies and usually other 
types of insurance as well. These policies may be for hospital, 
surgical, or limited medical insurance, or a combination thereof. 
Insurance companies provide their policyholders with cash indem- 
nities, although in some areas they have agreements, like Blue Shield, 
with the local physicians to accept the payments stipulated in their 
fee schedule as full payment for the insured services for under-income 
subscribers. 

Most insurance companies write either group insurance or individual 
insurance, but not both. Therefore, statistics differentiating between 
the numbers insured on an individual and on a group basis by the 
insurance companies are readily available, and in this report they are 
presented separately. This also explains the limitations on conver- 
sion privileges to the subscriber; for example, a group enrollee under 
one company’s policy cannot convert to individual insurance with 
that company because such individual policies are not usually written 
by that particular insurance company. 


n= 
ip 
ml 
r. 

b- 


nit 


al, 


n- 
id, 
er 
ne 


HEALTH INSURANCE PLANS IN THE UNITED STATES 21 

The classification “independent plans” includes a wide array of non- 
profit and, a few private, prepayment organizations which are not 
affiliated with either Blue Cross, Blue Shield, or the insurance com- 
panies. This category embraces consumer cooperatives, industrial 
plans which may be sponsored by employees, unions, employers, or a 
combination of these, and plans sponsored by community organiza- 
tions, private groups of physicians, a few medical societies, fraternal 
organizations, and others. 

For the most part the independent plans provide benefits for com- 
prehensive medical care, although some independent plans are limited 
in Scope, prov iding only hospits al benefits or limited medical services. 
The comprehensive plans provide service benefits, often through 
their own personnel and facilities. Many of them offer both group 
and individual enrollment, and if only group enrollment is available, 
conversion privileges are extended to the individual leaving the group, 
with the major exception of the plans limited to the employees of 
single employer. Exact data on the numbers enrolled on a group and 
individual basis have not been compiled, and only their over-all 
enrollment figures are given in this report. By and large, the majority 
of their members have been enrolled on a group basis 

Persons having some type of insurance are designated by many 
terms. They may be called subscribers, members, enrollees, policy- 
or certificate-holders. In everyday usage such terms may imply the 
head of the family only, and his dependents, if included, are referred 
to separately. In this report, however, these terms are frequently 
used to include all persons having a particular type of insurance, 
Whether head of the family ¢ ra de ‘pe ndent. [t shor ld be pointe d out 
that plans freque ntly do not have an exact count of de pendents, and 
in order to compile their enrollme nt figures, these plans estimate the 
number of de ‘pe ndents. The terms ‘‘polic y- or ce rtificate-holders” are 
used most often when referring to those insured by the insurance 
companies; and subscribers or members when referring to those in- 
sured by Blue Cross, Blue Shield, or the independent plans 

Payments for insurance may be called premiums, subscription 
rates, or dues. These charges are paid regularly by the individual or 
by the group. In many group plans the premium is derived from a 


] 


payroll deduction to which the employer may or may not add a con- 
tribution. In other instances the employer may pay the entire 
premium. In still other instances the employer may pay the entire 
cost of a direct service plan 

Many authors speak of the “‘ percent of administrative costs’? when 
referring to the proportion of the total premium income which is 
retained by the insurance carrier for administrative and overhead 
costs, for statutory and contingency reserves, and sometime for profits. 
We have referred to this group of costs as retention charges. 

These are some of the basic terms and the meanings with which 
they are used in this report. 


MertTHOD 


Our study was initiated by a meeting on September 9, 1950, of 
representatives of all major organizations interested in medical-care 
insurance. This included the insurance carriers, voluntary associa- 
tions of medical-care plans, consumer groups, public units with con- 
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cern and responsibility in the health field, private welfare and health 
agencies, and research organizations. The objectives of the study 
were reviewed at that time and advice obtained on a schedule of 
information which would guide organizations in preparing reports 
for us. 

Subsequently, this schedule was sent to all groups from which we 
expected to obtain information. It asked not only for factual data, 
but also for views and opinions on the problems and potentialities of 
medical-care insurance. It was understood that in great degree we 
would have to be content with information already available to the 
cooperating organizations or which could be quickly assembled by 
them, without extensive special inquiries. 

In addition to the meeting of this large group, numerous conferences 
were also held with smaller groups—particularly with research staff 
members of the national CIO and AFL offices, represe ntatives of the 
three major farm organizations and of employees’ benefit associations. 
In cooperation with these groups, plans were developed to obtain 
information and opinions from their constituents, and questionnaires 
were devised and circulated for this purpose. 

A final meeting was held on February 14, 1951, to make a general 
report on the status of the study, and to elicit the views of the group 
on such basic problems as the factor of duplication in insurance cover- 
age and the framework and methods for measuring the extent of 
financial protection against medical costs provided by insurance. 
Both of these subjects, especially the latter, are of such complexity 
that their further study was thought necessary. 

The possibility of conducting a sample survey of households in 
order to obtain information on enrollment and amount of insurance 
protection in relation to family medical-care expenditures was con- 
sidered. However, because of the limitations of funds and time it 
was impossible to undertake such a study. The 1950 survey on 
consumer income and expenditures being made by the Bureau of 
Labor Statistics will yield some information on this point. 

We might emphasize that the meetings of these different organiza- 
tions concerned with medical-care insurance, if properly followed 
up, may be of high significance for future planning in this field as 
well as for the systematic collection of insurance data on a current 
basis. 

SouRCES OF INFORMATION 


The major sources providing information were— 
1. Insurance companies 

Representatives of 7 insurance associations compiled information 
on the operations of the insurance companies in the medical-care 
field; there are over 200 companies affiliated with these associations, 
located all over the country, providing hospital, surgical, and medical 
jnsurance and combinations thereof. 

Blue Cross Commission 


The commission provided us with information on the 84 plans 
serving all States except Nevada in 1949. 
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S. Blue Shield Commission 


This commission pore us with information on the Blue Shield 
plans, numbering 62 in 1949, on other medically learn ‘d plans, and 
on Blue Cross plans insuring against surgical and medical costs. 


1. Independent plans 


In this category are some 250 medical-care insurance plans not 
included in the above categories. The Social Security Administration 
has assembled information on this entire group of plans, and the 
Cooperative Health Federation has submitted information on the 
consumer-sponsored plans within the group. 

The reports and information provided by the above groups are filed 
as appendixes to our formal report, and we believe represent a major 
contribution of our study. While, of course, we have carefully re- 
viewed these materials, time has not permitted us to study them in 
full detail and we have utilized only portions for this report. How- 
ever, we believe they comprise the basis upon which the study of this 
subject may go forward. 

In addition to the major re ports referred to above, information was 
also received from a number of other sources, such as professional] 
organizations in the health field, labor and farm organizations, em- 
ployers, and research groups. This, too, represents an important 
contribution to the literature on this subject. 


COMPASS OF THIS REPORT 


To provide the reader with an over-all view of this report we shall 
here indicate its major topics: 


7. Numbe r of pe rsons having insurance 


This chapter sets forth the growth of voluntary insurance; provides 
1949 data on the number of persons having insurance by State and by 
type of insurance, with some discussion of the implications of these 
data; and gives estimates of the numbers insured in 1950 for the 
country as a whole. 


J 


Oe Be nefits provided by insurance 

This chapter describes in a general way the benefit structure and 
trend in benefits of present insurances. This subject calls for more 
refined examination than we have been able to give it, and specifically 
for a breakdown of the numbers of persons having each kind of insur- 
ance and the benefits for which they are eligible. 
3. Premium rates and other financial aspects of insurance 

These are complex subjects and this chapter aims only to indicate 
what premium rates obtain in the different insurance systems, to 
discuss the benefits these premiums procure, and to describe in general 
what happens to the premium dollar. Certain aspects of this subject 
re quire more extended st udy 


t. Extent to which insurance meets medical costs 


We have endeavored here (a) to report upon the methodology and 
conclusions of different inquiries respecting the extent to wh ich 
insurance meets the cost of medical-care items covered by insurance 


and (b) to describe and discuss methods employed for measuring the 
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extent of insurance protection against total medical costs of the 
civilian population. 


5. Insurances in respect of the industrial, rural, and aged populations 

This chapter is largely based upon views received from these con- 
sumer groups, plus such factual information as has been reported to us 
by insurance carriers and other groups. We shall here deliberately 
emphasize some of the problems voluntary insurance has still to solve. 
6. The place of insurance in the total fie ld of medical cari 

Our purpose here is to indicate some of the broader questions of 
medical care which any consideration of Insurance must bring up, and 
to suggest subjects requiring further study in the appropriate align- 
ment of medical-care insurance with other factors in our health 
structure. 


CHAPTER II 
NUMBER OF PERSONS HAVING INSURANCE 


Conflicting statements are made about the number of persons 
covered by voluntary medical-care insurance. Some writers say th 
number of people having insurance in this country today is over- 
reported, perhaps to a considerable degree. Others imply that insur- 
ance is all but universal, and that, in substance, there is no particular 
insurance prob lem to be solved. What are the facts? The tri 
app: rently between these extremes. 

There has been a substantial increase in insurance in terms of th 
number of persons having some form of medical-care insurance, 
particularly some degree of protection against hospital costs. Medical- 
care insurance began to take on volume only in the 1930’s. The first 
Blue Cross plan was set up in 1932. In 1936 the Commission on 
Hospital Service (later to become the Blue Cross Commission) was 
established by the American Hospital Association to foster the devel- 
opment of hospital insurance plans. The first State-wide medical 
society plans were set up during 1939 and 1940, and led to the forma- 
tion of a central organization which later became the Blue Shield 
Commission. 
costs, either under Blue Cross or the insurance companies, at the end 
of 1939 Kleven vears later, at the end of 1950, an estimated 75 
million persons had such insurance.’ In other words, the number of 
persons having some degree of hospital insurance rose from less than 
» percent of the total population in 1939, to about 50 percent of the 
population in 1950. The number of people having some degree of 
protection for the costs of physicians’ services, chiefly surgical services, 
increased from less than 1 million at the end of 1939 to about 52 
million by December $1, 1950. 

Table 1° c1ves the total number of persons and the numl 


Less than 6 million persons had some protection against hospital 


er ol 
persons per 1,000 having some type of medical-care insurance from 
the major insurance carriers in 1939 and in each of the years 1944 
through 1950. The accompanying chart, figure 6, charted on an 
arithmetic scale, shows the increasing number of persons having some 
hospital and surgical (including limited medical) insurance under each 
of the three major carriers during the same period. According to 
table Re the rate of crowth (based on persons per 1 ,Q00 population 
covered) for hospital insurance under the insurance companies and 


Blue Cross had begun to retard slightly by the late 1940's although 
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the actual increment in numbers in those years did not diminish from 
former years for the most part. encieat insurance which is of more 
recent deve lopment than hospital insurance has continued a more 
rapid increase in growth in relation to population. 

Table 1 does not present enrollment figures for the independent 
medical-care plans because surveys of these plans have not been made 
with sufficient frequency to furnish this information for each of the 
years during the period shown. 


TaBLeE 1.—Estimated number of persons and persons aa r 1,000 having medical care 
tnsurance, by type of insurance and type of car , 1939 and 1944-50 


Surgical and/or limited medical 
Hospital insurance ”s 7 ed ’ 









Year | Insurance companies Insurance companies 
Blue Cross Blue Shie . 
] al s Lilt 
Group Individual pans | Group | Individual plan 
policies policies | policies |  policic 
Number of persons? cov- 

ered at end of 
1939 1, 260, 000 4, 410, 006 630, 000 167. 000 
1944 &, 400, 000 15. 772, 000 5, 625, 000 (3 1. 768, 000 
1945 7, 804, 00K 18, 881, 222 5. 537. 000 ( 2’ 535, 000 
1946 11, 315, 000 3, 000, 000 | 24, 250, O83 8. 661. 000 2 000, 000 1’ 436, 000 
aoe? 14, 190, 000 7, 584, 000 | 27, 489, 456 | 11, 103, 000 4, 875, 000 6, 966, 041 
1948 16, 741, 000 | 11, 286, 000 | 30, 448, 402 | 14, 199, 000 6, 944, 000 9, 854, 740 
1949 17, 697, 000 | 14, 729,000 | 33,381,008 | 15,590,000 | 9,315, 000 13. 462, 556 
1950 ¢ 22, 600, 000 | 17,000, 000 | 37, 280,000 | 21, 700,000 | 10, 700, 000 18, 096, 751 

Persons per 1,000 popula- 

tion ? covered at end of 
1939 10 34 1 
1944 63 119 42 13 
1945_.._. 59 (3 143 2 19 
soe 8 21 17 62 14 2 
1947 - Wa 53 192 77 4 49 
1948 - 115 77 208 Q7 48 67 
1949... mene 119 v9 224 105 63 91 
1950 ; 149 112 246 143 71 12 

! Includes other plans approved by medical societies or affiliated with Blue Cross. Data for 1939-46 


from Blue Cross and Medical Service Plans, by Louis S. Reed: U. 8. Government Printing Office, Washe 
ington, D. C., 1947, 
2 Not adjusted for duplication. 
3 Data not availabk 
4 Estimated. 
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The figures we are presenting in this chapter (with the exceptio of 
the unadjusted figures given in table 1) are as close to the unduplicated 
count of persons having insurance as we believe it is possible to 
provide. However, since the factor of duplication in insurance is a 
subject of controversy, it warrants a brief discussion 

First, the number of persons having hospital insurance, as given in 
table 2, may be taken as the inclusive figure of all persons having any 
kind of medical care insurance in 1949. Generally speaking, all 
people with surgical insurance have hospital insurance, and all people 
with some degree of insurance against the costs of nonsurgical physi- 
cians’ services also have sametad and hospital insurance. It is 
scarcely necessary to state that the total number of persons having 
insurance in this country is not the sum of the persons having different 
kinds of insurance. 

Second, within the different types of insurance there are duplica- 
tions of one kind or another. One person may feel it necessary to 
have more than one policy to provide him with the degree of protec- 
tion he wants. Or he may have an individual policy and at the same 
time be a part of one or more groups which are insured. Or under 
his group insurance, dependents may be covered, and his wife may 
also have individual or group insurance providing some coverage for 
dependents. This illustrates that there inevitably is a degree of 
duplication in the number of persons reported as holding insurance. 

Based on sample studies, the Health Insurance Council of the in- 
surance companies came to the conclusion that a conservative estimate 
of duplication was (a) one-sixth of the total number covered by indi- 
vidual policies under insurance companies; and (6) one-tenth of the 
number insured for hospitalization by msurance companies under 
group arrangements—this to allow chiefly for duplication between 
Blue Cross and insurance companies. 
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In the course of our study a meeting was arranged specifically to 
discuss this subject. Some of the participants expressed the view 
that the above factors of duplication are low, and that the duplication 
is actually greater than these factors would allow. They believed, 
for example, that the above formula does not take adequate cog- 
nizance of the influence of cancellations; i. e., enrollments as of the 
end of the year may, in some instances, include persons who have 
already, or will shortly, cancel their insurance. Others felt that the 
factors are high and that more persons have insurance than is indi- 
cated when these factors are applied. Most of the persons attending 
this meeting, however, believed that the possible range above or 
below the numbers arrived at by the formula is not significantly large. 
For instance, on the basis of this formula the numbers of persons 
having some form of hospital insurance as of December 31, 1950, 
totals about 75 million. Possibly this figure might be as high as 78 
million, or as low as 71 million, but it was generally accepted that 
the range would not be wider. In any event, no alternative formula 
for estimating duplication was suggested and hence in our calculations 

are employing the formula indicated above. 

We sought to obtain information from the collaborating organiza- 
tions regarding the turn-over of persons covered by insurance, as 
well as the reverse of this; namely, the degree to which the same 
people continue to hold the same kind of insurance. However, the 
records of neither the insuance companies nor the consumer groups 
are kept in a form which permitted assembling such information in 
the time available. This is an area in which special studies could 
well be carried out. 

In this connection we wish to note that persons insured under 
group coverage with Blue Cross or Blue Shield, which generally 
offer both group and individual enrollment, usually have the privilege 
of converting to individual policies if they cease to be members of the 
group. On the other hand, persons covered by group insurance under 
insurance company policies usually do not have this conversion 
privilege, perhaps as a result of the fact that for the most part the 
same company does not write both group and individual medical- 
care insurance. Some few group insurance companies are experi- 
menting with the introduction of such a conversion privilege and 
further developments may be anticipated in this direction. 

While the growth of hospital and surgical coverage is gratifying, 
the picture of medical insurance, particularly comprehensive medical 
insurance, provides no grounds for complacency. We should like here 
to emphasize the slight extent of comprehensive insurance which 
provides a relatively full coverage for hospital, surgical, and medical 
care costs. In 1945 it was estimated that about 2,265,000 persons 
had relatively comprehensive coverage. In 1949 this number was 
slightly over 3 million, obviously a very small portion of our popu- 
lation. Although there has been a 33-percent increase in this period, 
growth has been considerably slower than that of the major insurance 
carriers. This is, no doubt, due in part to certain legal restrictions in 
26 States, to professional opposition which many of these compre- 
hensive plans have encountered, and to somewhat higher premiums 
required to pay for the wide range of benefits provided by the com- 
prehensive plans, 
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Data on total coverage for 1949 permit us—for the first time, we 
believe—to present a tabulation of the estimated number of persons 
insured by region and State for each type of insurance. Information 
by States from insurance companies represent estimates and have 
been adjusted to allow for duplication. (For original estimates, se 
appendix D.) It should be pointed out that the reduction factor 
suggested by the Health Insurance Council is based upon a Nation 
wide average, developed from sampling studies. In table 2 this same 
reduction factor has been applied to individual States in the absenc 
of more information. This enables us to show in table 2 the total 
number of persons having different types of insurance protection in 
each State, and in table 3 the number of persons insured per 1,000 
population. 

When the reduction factor is applied uniformly to each of the States 
the resulting percent of coverage may or may not reflect accurately 
the situation in a particular State. For example, a survey of non- 
indigent hospitalized patients conducted in Washington, D. C., in 
1950 showed that 70 percent of the patients subscribed to some form 
of hospital insurance. Applying the formula of the Health Insuran 
Council to the total population of Washington, D. C., we find an 
estimated 82 percent of the population holding some type of insur- 
ance. (See table 3.) The question remains which, if either of thes 
figures, reflects the number of persons actually enrolled. 
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34 HEALTH INSURANCE PLANS IN THE UNITED STATES 


Figure 7 shows regional differences in the percent of persons having 
different types of medical-care insurance as of December 31, 1949. 
The New England and East North Central States show the highest 
proportion of population having both hospital and surgical insurance. 
The Middle Atlantic States rank third among the geographic regions 
in the extent of population having hospital insurance and fourth in 
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FIGURE 7. Regional differences in number of persons per 100 population having medical-care insurance 
of various types as of December 31, 1949. 
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terms of surgical insurance. The Pacific States, while considerably 
below the United States average for hospital insurance, almost reach 
or exceed this average for the other three types of insurance illustrated 
in figure 7. This region is outstanding in the number of persons per 
100 covered for comprehensive medical insurance. The Southern 
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Central States (west south central and east south central regions) are 
the lowest ranking States in terms of the proportion of the population 
having hospital, surgical, and limited medical insurance. 

The regional differences in insurance cov erage presented in figure 7 
suggest that there is a relationship between the extent of population 
having insurance protection and the degree of industrialization or 
urbanization.’ In figure 8, each State is represented by a dot which 
indicates the number of persons per 100 having hospital insurance 
and the proportion of the State population that is urban. The 
Northeast States have a high degree of urbanization and substantial 
insurance coverage, in contrast to the more rural South Central 
States where insurance coverage is markedly low. 
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FIGURE 8. Scatter diagram of number of persons per 100 population having hospital insurance as of 
December 31, 1949, and the proportion of the population that is urban in each State, 1950. 


In addition to considering the relationship between the number of 
persons per 1,000 having different types of insurance and the percent of 
the population that is urban, we have also presented data in table 3 on 
three other indices; per capita income, number of active non-Federal 
physicians per 100,000 population, and number of general hospital 
beds per 100,000 population, by region and State. The ratio of 
physicians to population is highly related to the proportion of the 
population having hospital insurance; the other two indices show less 
positive relationship for the Nation as a whole. 


3 The positive relationship between the number of persons per 1,000 having hospitalization insurance and 
the proportion of the population that is urban may be summarized in terms of the coefficient of correlatior 
r, which equals +0.77. 

4‘ For the number of active non-Federal physicians per 1,000 population, r=+0.73; income per capita 


r=-+0.53; general hospital beds per 1,000, r=+-0.17. 
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In figure 9 we have attempted to portray the number of persons 
having different kinds of insurance for States grouped according to 
each of these four indices. Each group of States represents one- 
fourth of the total population of the United States. The quarter of 
the population in the least urbanized areas, with the lowest!per capita 
income, and the fewest physicians and hospitals beds in relation to 
population has ;'the lowest ratio of hospital and surgical-medical 
insurance, in contrast to more urban and we salthy areas. 
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FIGURE 9. Percent of populati 1aving (a) hospital insurance, and (6) surgical only, surgical and limited 
me ti al, or comprehensi medical insurance as of December 31, 1949, in States grouped according to four 
relevant indices: (1) Percent of ponvulation that is urban, 1950; (2) income per capita, 1949; (3) active 
non- “| ederal physicians per 1,000 population, 1949; (4) general hospital beds per 1,000 population as of 
January 1, 1950. (About one-fourth of the United States population is included in each group of States. 





The number of persons having insurance is only one aspect of the 
insurance picture. Of at least equal significance is the protection in 
benefits provided by this insurance which is the subject of the next 
chapter. 


ul 
ni 
to 
to 


wat ab pet ff pate 


—_——- | 


a 


CHAPTER Iti 
BENEFITS 


The preceding chapter provided what we regard as the most reliable 


ilf¢ ] i 
estimates of the total numbers of persons having some protection 
under the different types of medical-care insurance in 1949. We shall 
now describe what the people who have these insurances are eligibl 
to receive in benefits; in short, what their insurance prot on amounts 
to. 

The variation in benefits provided under the « rent insuran 


categories and by the different insurance carriers is indefinitely wid 


and such generalizations as are here made must be qualified accord- 


ingly. It would require a longer and more intensive stt 
with some degree of precision, data not only on the num 


ly to obtal n, 


‘of person 


having different types of insurance protection but also the lifferent 
degrees of protection they have. A statement that 65% million persons 
had medical-care insurance in 1949, when one person may have had 
an inadequate indemnity against hospital charges, whereas another 


may have had relatively comprehensive care, is not in itself a very 
meaningful figure and requires further elabor: 
during the course of this study. 

In this chapter we shall indicate (1) the forms in which insurance 
benefits are provided, (2) characteristic benefits under hospital, surgi- 
cal, limited medical, and comprehensive medical insurance 


1 “11 
ition than Wiis possible 


protection, 

with some further elaboration by carrie ‘r, and (3) indications as to 

trends of benefits. Our description of benefits and trends of benefits 
“7 


are taken from more detailed a furnished by the 


Val ious 
insurance organizations, 


1. Form or BENEFITS 


Persons are provided insurance benefits in one of two ws 


vs or a 
combination thereof; by “indemnity” or ‘“service.”’ Under ‘indem- 
nity’’ arrangements, the insured person is entitled to a specified sum 
of money against the hospital or medical service covered by his 


insurance. Under ‘‘service’’ arrangements, he is provided the hospital, 
surgical, or medical care for which he is insured, and payment is made 
by the insurance carrier to the purveyor of the services rather than to 
the recipient. The service plan guarantees that the expenses for the 
particular items insured for, and during a specified period, are met. 
The indemnity plan provides, also during a specified peri 


riod, & monev 


payment which may or may not fully meet the costs of such items 
Insurance companies operate on the tndemnity basis. Blue Cross 
operates principally on the service basis. Blue Shield provides 
benefits on both an indemnity and what amounts to a service basis 
with persons having incomes under specified levels in the majority 
of plans having ‘‘service”’ protection Comprehensive plans in the 


main provide service benefits, frequently by their own pe! 
facilities. 


§4405—51 4 
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BENEFIT STRUCTURE 
HOSPITAL INSURANCE 


The 65% million persons having hospital insurance at the end of 
1949 were at least partially protected by a payment either to the 
individual or hospital, of a specified amount per day of hospitalization, 
or by coverage on a service basis of hospital board and room charges 
in specified accommodations, in the main semiprivate. The ‘“service’”’ 
protection ordinarily includes board and room, general nursing care, 
routine medication and dressings, and other regular hospital services. 
The extent to which ‘“extras’’—such as use of operating room, labora- 
tory tests, anesthesia, special diets, use of emergency room, basal 
metabolism tests, X-rays, ete.—are met, whether under indemnity or 
service, varies greatly. Under service plans there are sometimes top 
limits to which such items will be provided. The amount paid for 
such ‘extras’? under indemnity protection is ordinarily set at 5, 10, 
or 12 (reportedly most often 10) times the daily benefit for room 
and board. Hospital protection is afforded against a specified num- 
ber of days for each person enrolled—ranging in the main from 21 to 
70 days—and either per illness or per year. 

The range of benefits under hospital insurance may be best indicated 
by citing extremes. An indemnity payment of $4 per hospitalized 
day for 31 days and a guarantee against “extras” of $40 obviously 
provides but a limited protection against the cost of hospitalization. 
On the other hand, the hospital protection afforded steel workers 
under their present contract provides for them and their wives and 
children 70 days of semiprivate hospital care per illness for all hos- 
pital services without dollar limits. Auto workers and their families 
are entitled to full hospital care for a tota! of 120 days for each 
hospital admission. In effect these individuals, if they accept the 
accommodations offered, have full hospital protection for the benefit 
period. The greater number of persons having hospital insurance 
fall between the above extremes, the majority receiving substantial 
benefits but not full coverage for their hospitalization. 


Hospital benefits under insurance company policies 

Hospital insurance is provided by insurance companies through 
both group and individual enrollment and in 1949, 28 million persons ! 
held such insurance. While similar benefits are obtainable under 
both group and individual enrollment, there are more exclusions 
under individual insurance and higher premiums are charged—for 
obvious reasons since individual insurance involves the carrier in 
greater risks and usually necessitates a higher administrative cost. 
The followi ing chart lists salient facts concerning the typical coverage 
in 1949 under group and individual hospital polici ies issued by insur- 
ance companies: 





1 After allowance for duplication, see table 2 
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Cuart 1.—Major provisions of insurance company policies for hospitalization, 1949 


Group | Individual 
Room and board .| Maximum payment per day of $3 to $15 Maximum payment per day of $3 to $22 
| Average daily benefit in force at end | Average benefit sold in 1949 was $6 or 
of 1949 was $5.93 per employee; $5.72 $7 per individual and $5 or $6 per 
per dependent. | dependent 
Extras. .| Lump-sum allowance for extra hospital | Specified limits u ra 1 $15 to 





charges—typically 10 times daily bene- $150. Average limit is $70 for sub- 








fit. Ranges from 5 to 31 times daily | scriber and $65 for endent 
benefit; may be even larger. 

Time limits - -- About 75 percent limit payments to 31 | 90-day duration is most popular policy 
days of hospitalization; 22 percent | now selling. Ranges from 10 to 365 
have 70-day limit; 3 percent have more | days. 

| than 70 days 

Maternity ...-| Included in 83 percent of certificates | Three-fourt! some 

covering dependent wives and for maternity t isually 
|} female employees in 93 percent of | specified « nefits 

certificates covering employees in| or a flat Usual 

general. Usually room and board al- | waiting period is 10 mor 

lowance paid for 14 days plus normal] 

allowance for extras or over-all amount 

equal to 10 times daily benefit speci- | 

fied. Immediate or deferred (10 

months) benefits available | 

Typical limitations For dependents, benefits usually do not | Frequently exclude; nervous or mental 

cover newborn infants, children 19 or disorders, suicide and_ self-inflicted 

|} over, and adult dependents other injuries, venereal disease, rest cure, 
than spouse. alcoholism and narcotics, cosmetic 
urgery, hernia, diagnostic study, pre- 

existing conditions. Have waiting 

period of 15 30 days for sit -kness May 

aa top age limit, and other limits for 


lependents naiien to group insurance 


Blue Cross 


Hospital protection under Blue Cross, held by 33 million persons 
at the end of 1949, is afforded in the main under group enrollment, 
though there are varying arrangements and efforts to provide for 
individual enrollment. with approximately 5 percent now under 
individual enrollment. While initially on a service basis, rising costs 
of hospital care have brought about a change under some plans to a 
dollar allowance for room and board. As of November 1949, the 
majority of Blue Cross enrollees were reportedly under service pro- 
tection (including more than 2 million persons who pay from $1 to 
$1.50 per day as coinsurers) and the remainder were on a dollar allow- 
ance basis. The following table endeavors to indicate the range of 
benefits provided in 1949: 


Cuart 2.—Major provisions of Blue Cross contracts for hospitalization, 1949 


| 





| Provisions 
Room and board Room and board provided on service basis in majority of cases, chi ni- 
| private accommodations. Range of service benefits from ward accor dations 





to private room. Remainder under a dollar allowance ranging from $3.50 to $10 

per day; 13 percent of enrollment have $5 allowance. 

Bxtres......- Extras usually include such items as use of operating room and laboratory tests 
as well as one or more of such additional services as: Use of emergency room, 

| @nesthesia, basal metabolism, oxygen therapy, X-ray, electrocardiogram, and 
physical therapy. The provision of these latter services ranged from 89 percent 
of plans covering 91 percent of membership for use of emergency room to 46 per- 
cent of plans covering 69 percent of membe rship for physical therapy. In some 
plans extras are paid for up to specified dollar limits only. 

Time limits About 32 percent of the insured persons were covered for 21 days; 42 percent for 30 
or 31 days; and 26 percent with a longer period. Usually additional period of 90 
days provided at 50 percent of benefit allowance. 

Maternity Maternity care, including delivery room, provided by all plans under family cer- 

|  tifleate, normally with 8 to 12 months’ waiting period. Some plans limit length 
of stay while others limit coverage to a fixed dollar amount 

Typical limitations.._.| Exclude: Admissions for diagnostic care; rest cures; blood, blood plasma, and blood 

donor services, There are varying limitations on the care of tuberculo: is, mental 

and other long-term chronic illnesses. 
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SURGICAL AND LIMITED MEDICAL INSURANCE 

The 36}; million persons having surgical insurance in 1949, of whom 
11} million have limited medical insurance, ordinarily also have hos- 
pital insurance. The surgical and limited medical insurance provides 
some protection against the other than hospital expenses of hospital- 
ized illness. 


protection against surgical fees. Limited medical insurance provides 
benefits toward the payment of doctors in nonsurgical attendance at 
. . S . . 5 . . . 
hospitals, at times also providing coverage for home and office Visits. 
The major carriers for these insurances are the insurance companies, 
Blue Shield plans, and other medically sponsored p] 


Surgical insurance provides, as the term indicates, at least partial 


ans. 
Surgical benefits under insurance companies 

The 23 million persons covered by surgical insurance in 1949 under 
the insurance companies had varying degrees of protection against 
the costs of surgica! operations, and may enroll either through groups 
or individually, Individual enrollment, as under hospital insurance, 
costs more and has more limitations and exclusions. 

Benefits are paid in accordance with a fee schedule which lists 
maximum amounts for specified operations currently the top limits 
for major operations are usually $150 or $200, although multiples 
thereof are also offered by the companies, Typical examples of maxi- 
mum reimbursement under the $200 schedule are $100 for appendec- 
tomy, $200 for removal of brain tumor or kidney, $30 for tonsillec- 
tomy. The average group surgical benefit in force in 1949 was $157 
for employees and $148 for dependents, with benefits in recently 
issued policies reportedly higher. Benefits for obstetrical expenses 
are usually optional and provide ordinarily for a benefit of $50 for 
normal childbirth. Individua] surgical benefits are similar to those 
under group insurance, although a higher range of maximum benefits 
is Often available. The average of these benefits in force is $160 per 
personal coverage and $150 for dependents. 

Medical benefits under insurance: companies 


Some 4} million persons under both group and individual coverage 
in 1949 had varying degrees of protection against medical costs other 
than for surgical expenses. This protection ranges from benefits for 
doctor’s care in the hospital to benefits for home and office calls. Usu- 
ally the benefits are $2 or $3 for office calls, and $3 or $5 for home or 
hospital visits Generally, there are such limitations as exclusion of 
first calls, not more than one call per day and an aggregate limit on 


the number of calls within any 12-month period. Of the 2.736.000 
persons having such insurance under group arrangements, only 531,000 
had provision for diagnostic benefits, such as X-ray and laboratory 
benefits outside the hospital. 

Benefits under Blue Sh ield plans 


In 1949 Blue Shield plans provided surgical insurance and in some 
cases limited medical insurance to somewhat less than 13 million 
persons. Blue Shield reports that in 1949 its typical or average plan 
provided group coverage for surgical care, usually in home and office 
as well as hospital: maternity care, including delivery; in-hospital 
medical care, diagnostic X-ray and anesthesia. Opportunities for 
individual enrollment were offered by 39 plans. These benefits were 
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generally provided on a service basis to subscribers and their depend- 
ents below certain income limits- roughly $2,050 for a single person 
and $3,100 for a family. For subscribers having incomes above these 
amounts, doctors are permitted to charge more than the scheduled fee. 
It has been estimated that from 25 to 33 percent of Blue Shield mem- 
bers, receive service benefits; the remaining 66 to 75 percent are over- 
income subscribers who are entitled to cash indemnities. 

A number of plans offered only surgical benefits which were pro- 
vided either on an indemnity or combination service-indemnity basis 
in accordance with schedules which vary from plan to plan. Iilustra- 
tively, in a study of 52 plans, the minimum amount off fered for an 
appendectomy was $60, and the maximum $125, with over 50 percent 
of Blue Shield participants entitled to a benefit of $100—which ap- 
proximates the typical benefit for an appendectomy under the insur- 
ance companies. 

The majority of plans provided coverage for in- hospit al medical 
care, 20 beginning with the first a ay, 2 with the second day, 3 with 
the third day, 15 with the fourth day, 2 with the fifth day, and 1 with 
the sixth day. Thirty days represented the maximum coverage for 
the majority of plans. The majority of plans applied these limits 
to the contract year rather than to the illness. ‘The allowance for 
in-hospital medical visits was generally $3 per day. 

Only six plans provide coverage for home and office medical calls, 
and, of these, four start benefits after the first 2 or 3 days of treated 
illness. 

All plans offered maternity benefits under their family contract 
after a waiting period varying from 8 to 12 months, with an average 
of 10 months. Maternity benefits varied from $35 to $75, with the 
majority of plans offering a $50 benefit. 

In addition to surgical, obstetrical, and medical care, the following 
benefits were provided by the plans in 1949: 


TABLE 4.—Number and percent of Blue Shield plans providing specified special 
services, 1949 







—_ Number | Percent , \ Pere t 
Benefit of plans | of pla Benefit 
Anesthesia 43 | 73 dical treatment 11 | 19 
X-ray (diagnostic) -. 39 | 66 1 therapy 11 19 
Consultants’ fees | 16 | 27 || X-ray (therapeutic 10 | 17 
Laboratory examinations 14 | 24 || Dental services | 5 8 
Medical examinations 14 | 24 || Assisting surgeon. ---. | 3 5 
1] | 


COMPREHENSIVE INSURANCE 


Approximately 3 million persons at the end of 1949, out of the total 
number having some form of medical care insurance, had ‘‘compre- 
hensive” protection against the costs of illness. As the term implies, 
such insurance offers relatively complete protection to persons so 
covered against the costs of most illnesses. In addition, insurance 
companies sometimes use the term to represent protection under 
which individuals are indemnified with various limitations against a 
range of medical costs. 

“Comprehensive” protection, as used in this report indicates 
imsurance coverage on a service basis: (a) Hospitalization, either 
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directly or by arrangement with some other carrier; (6) physicians’ 
services (inc ‘luding specialists) in home, office, or hospital so that minor 
as well as major services are provided; and (c) additional services such 
as all laboratory tests, other diagnostic tests, and X-rays. Preventive 
and diagnostic as well as therapeutic care are provided. Home 
nursing, limited dental care, physiotherapy, ambulance service, and 
even psychiatric consultation and radium-therapy, for example, may 
be included among the benefits. 

Even comprehensive plans have exclusions, however, which most 
generally include: prolonged treatment of patients with chronic dis- 
eases such as tuberculosis and mental illness, alcoholism, drug addic- 
tion, and acute venereal disease. Some plans limit care for preexisting 
conditions, and waiting periods are frequently required for maternity 
benefits, with some industrial plans excluding such maternity benefits. 

A specific illustration of comprehensive plans i is the Health Insurance 

Plan of Greater New York described by Dr. George Baehr, its president 
and medical director, as providing: 
* * * subscribers and their families [base rates for individuals with salaries 
up to $5,000 and families with incomes up to $6,500; 50 percent higher rates for 
those above these income levels] with comprehensive medical care of adequate 
quality and scope, preventive, early diagnostic, and curative, and there are no age 
limits, exclusions of preexisting illnesses, waiting periods, time limitations, or any 
extra charges (except $2 for a night call requested and made between 10 p. m. and 
7a.m.). The subscribers and their families are entitled to the medical services 
of family physicians and of all types of specialists in their home, in doctors’ offices, 
in the group medical centers, and in hospitals. They receive general medical 
care, diagnostic laboratory services of all kinds, X-ray examinations and treat- 
ment, radium and radon treatment, physical therapy, administration of blood 
plasma, and physchiatric consultation (but not prolonged treatment). They are 
also entitled to visiting nurse services in their homes and even to ambulance 
transportation * * *. Not included are treatment for drug addiction, acute 
alcoholism, a chronic condition requiring care in an institution other than a gen- 
eral hospital. Drugs, dentistry, purely cosmetic surgery, eye glasses, and other 
prosthetic appliances are also excluded. 

The majority of comprehensive plans are sponsored by the recip- 
ients of medical care through consumer cooperative associations, 
community-wide nonprofit organizations, labor unions or employee 
mutual benefit associations. Some of those based upon an industrial 
population are financed in whole or in part by the employer. The 
medical society plans of Washington, Oregon, and Idaho are included 
among the comprehensive plans described in this report. Private 
medical group practice units have also set up prepayment plans for 
their clientele. 

Many of the comprehensive plans encourage the application of 
preventive medicine by including such services as periodic health 
examinations and immunizations, by attempting to insure medical 
attention for illness in its early stages and by developing enene 
programs of health education in order to enc ourage judicious and, 
some cases, wider use of the services provided. These plans often 
emphasize the quality of service and adopt standards for their profes- 
sional personnel, facilities, and administrative organization which 
are designed to promote a high level of care. A substantial number 
of the comprehensiv e plans use group-practice organizations to provide 
medical services, and many plans own and operate clinics or hospitals 
in which services are rendered by professional personnel serving the 
plans on either a full- or part-time basis. 
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The comprehensive plans are valuable as demonstrations and 
experiments and for their findings in terms of actuarial data. In 
providing a broad range of medical services it is necessary for them 
to include certain automatic controls on possible abuses of service by 
either consumers or those providing care. Through such controls as 
group enrollment, consumer participation in general policy formulation 
or as cooperative owners of the plan, medical group practice, reporting 
systems and capitation payments to professional personnel (or meth- 
ods of reimbursement other than fee for service), the comprehensive 
plans have demonstrated in many instances, that it is practicable to 
insure people against the costs of a wide range of service without danger 
of excessive utilization. 

Their experience has also shown that such restrictions as waiting 
periods, exclusion of preexisting conditions, and similar limitations are 
unnecessary if the membership is a representative cross section of a 
population, if there is persistency of membership over a period « 
years, and if a form of reimbursement is adopted which a 
the physician as a partial coinsurer. 

Comprehensive plans could be useful in studying further the prac- 
ticability of using the insurance principle in still broader areas; for 
example, in testing the necessity for such exclusions as dental service, 
psychiatry, care of babies under 90 days and of persons over 65. 
These plans might also usefully collect and analyze data to study the 
efficacy of preventive services in terms of increased health and de- 
creased costs. 

When comprehensive medical care is provided on a prepayment 
basis the utilization of services reflects the demand for care based 
upon what the insured persons feel their health needs are, rather than 
the demand as influenced by economic ability to pay. With this type 
of utilization data it is then possible to forecast more accurately the 
number and types of personnel and facilities needed to provide ad- 
equate care for the population. 

Appendix H provides a comparison between 10 illustrative com- 
prehensive plans over the country as to scope of benefits, premiums, 
enrollment policies, and other significant characteristics. 


TRENDS IN BENEFITS 


As has been previously indicated, medical-care insurance in this 
country covering large numbers of persons is young. Generally 
speaking, hospital insurance did not begin to take on significant pro- 
portions until the early thirties, surgical insurance until the later 
thirties, and limited medical insurance until the early forties. 

During this short history, the benefit structure has in general been 
extended and restrictions reduced, but the increased costs of medical 
care in recent years have somewhat adversely affected insurance pro- 
tection. While some progress has been made, we should also be aware 
of the fact that insurances do not meet on the average all the expenses 
of those persons having insurance for the items covered by insurance. 
Furthermore, there is a large discrepancy between total medical 
expenditures in the country as a whole and insurance protection. 
For instance, hospital costs have risen so rapidly in this period that 
it has been difficult and frequently impossible for benefits to keep pace 
with them. 
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We shall comment now more specifically on trends of benefit by 
carrier, 


INSURANCE COMPANIES 


Under group hospital insurance there has been a steady increase in 
the number of days for which hospital benefits are ps ayable; increase 
in dollar limits; coverage of more miscellaneous charges; introduction 
of maternity benefits to varying extent; sometimes extension of 
coverage beyond limit of employment; elimination of age limits for 
subscribers; and inclusion of dependents. Maximum dollar limits in 
new group insurance coverage often exceed the limits in force during 
1949. Experimentation is being carried forward in providing coverage 
for so-called ‘‘catastrophic losses.” 

The following table gives the average daily benefit for room and 
board charges under group insurance in force at the end of the years 
1946 and 1949: 


Employees | Dependents 


End of year— 
1946_ $4. 78 $4. 
1949... 5. 93 5. 
| 


While these increases in daily benefits for hospital room and board 
represented advances of 24 and 36 percent for employees and depend- 
ents, respectively, it should be noted that during this same period, 
1946 to 1949, payments per day by hospital patients increased 55 
percent (from $8.76 to $13.58), largely due to higher hospital rates 
reflecting increasing costs of patient care. 

For group surgical protection a higher basic schedule is now more 
generally used, and under limited medical insurance, a wider range 
of benefits is curre ntly being offered. The average maximum benefits 


in group surgical expense schedules in force at end of years 1946 and 
1949 are given below: 


Employees | Dependents 








| 


End of year— 


1946... i abana $147 $122 
1949... < | 157 148 


Although no extensive data are available as to increases in surgeons’ 
fees for this period, the average cost indices compiled by the Bureau 
of Labor Statistics furnish some information on these charges. The 
average annual indices for appendectomies and tonsillectomies ad- 
vanced 10 percent and 17 percent respectively between 1946 and 1949. 
The maximum surgical benefits as given above increased 7 percent for 
employees and 21 percent for de :pendents during this same period. 

Under individual insurance the companies hav e greatly liberalized 
their offer: igs, but data are not available to show trends in actual 
benefits received by the insured nor to show the proportion of the total 
bill covered by insurance benefits over a period of years. Hence, the 
extent to which these offerings are effectuated in be nefits is not known. 
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As to the offerings there has been increase in daily hospital benefits; 
extension of length of time covered; more coverage of extras; maternity 
coverage ; higher surgical and obstetrical bene fits ; increase in maximum 
limits for medical expense; insurance on an individual basis has been 
made more available to older persons although the majority of com- 
panies still have age limits of 65 or more at issuance of polici ies, and 
many of the companies have age limits of 65 for renewal of polici ies. 
Minimum age limits for coverage of children have been reduced 
though the majority of companies do not cover children under 3 
months. 

The development of State-wide medical society plans underwritten 
by any admitted insurer through group or individual policies is of 
interest. Under these plans, which applied to 640,000 policyholders 
in 1949, protection against surgical and obstetrical costs is afforded, 
with the doctor agreeing to accept the stipulated schedule without 
extra charge to persons whose incomes fall below the plan’s income 
limits. This is similar to the operations of many Blue Shield plans. 

In considering insurance-company benefits, it should be kept in 
mind that these companies operate on a Nation-wide basis with a wide 
range of benefits. Groups and individuals are offered variable 
amounts of insurance protection (above and below the previously 
stated average amounts), and they may purchase that coverage which 
is most nearly i in keeping with their economic resources and with the 
level of local hospital and medical costs. Blue Cross in recent years 
has also developed a Nation-wide contract with local variations, 


BLUE CROSS PLANS 


According to Dr. Louis S. Reed in his study, Blue Cross and Medical 
Service Plans, which covers Blue Cross history through 1946, the Blue 
Cross plans have shown a trend toward more comprehensive benefits 
in such important aspects as duration of protection, coverage of 
dependents, provision of special services, and coverage for tuberculosis 
and mental illness until diagnosis is established or for a short additional 
period. ‘Trends in the last 5 years have not been analyzed in sufficient 
detail for us to generalize, but the Blue Cross Commission states 
that— 
we do not believe there is any question but what a detailed study of benefits 
available to subscribers a few years ago with those available during 1951 would 
indicate clearly a marked increase in the comprehensive nature of the certificate. 

The following comment is in respect of the forms in which benefits 
are provided, length of time covered, and special services. 

The distinctive and notable mark of Blue Cross plans from the 
beginning has been their emphasis on the provision of hospitalization 
on a service basis. However, rising costs of hospitalization have in 
recent years brought about some shift from the service principle to 
provision of a dollar allowance for room and board, though a trend 
toward the return to the service principle is indicated for 1950. Since 

1945 the proportion of persons covered by service arrangements has 
decreased. A table representing this situation is given below: 
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TABLE 5.—Percent distribution of Blue Cross enrollment, by type of accommodations 
or amount of indemnity provided, 1945, 1946, and 1949 





Percent of enrollment | Percent of enrollment 


Room accom- | a | Room accom- | 


























} 
| 
modation or || modation or 
allowance ! Novem- Decem- Novem- allowance ! Novem- Decem- Novem- 
ber 1945 ber 1946 ber 1949 ber 1945 ber 1946 ber 1949 
ett tester eneese | Seren emetnt err 
Priveteé....<<... | 2 2 SMEs ion ccvcenblomaneeees | Ah sesenctninine 
Semiprivate.._| 89 80 Pt iin tadnalenincee 1 |} 7 13 
picid te mites’ 5 3 8 | Mstdatehunn ae 2) 5 4 
Oo Sic es 1 1 SI i nde alae, es +i es 2 
eek he Acces cicrehelonn batted teonaeceet i| | en 
I crccsias brace eee aeicianbntcaiiied Total..... 100 | 100 | 100 
! 


1In some cases it was difficult to classify the enrollment strictly on the basis of service benefit or dollar 
allowance. For example, some plans provide a dollar allowance for semiprivate room accommodations and 
a service benefit for extra services. Other plans require those hospitalized to pay a small amount per day 
($1 or $1.50) as coinsurers. Such plans were classified as service plans under the type of accommodation 
offered. Still other plans offer two contracts, e. g., one providing ward service and the other offering semi- 
private accommodations. The entire enrollment of such plans has, in most instances, been classified as 
semiprivate. 


Three further comments may be made in respect of the above table: 
(1) The percentage of the total membership enrolled for semiprivate 
room and board service benefits decreased from 89 percent as of 
November 1945 to 71 percent as of November 1949; (2) the percentage 
of total membership enrolled for ward (room and board) service 
benefits increased from 5 percent as of November 1945 to 8 percent 
as of November 1949, though this difference is stated to be due 
largely to a difference i in definition; (3) using a somewhat more precise 
definition of service benefits, it is estimated that 75 percent of Blue 
Cross enrollees were covered by private, semiprivate, or ward service 
benefits in 1949 rather than the 80 percent shown in the table. 

The year 1950 will probably show a trend toward a higher percentage 
of subscribers having service protection for semiprivate accommoda- 
tions in light of a number of comprehensive contracts which were 
initiated during the year. 

There has been a favorable change in respect of the number of days 
covered, as evidenced by the following table: 


TABLE 6.—Distribution of Blue Cross enrollment, by number of full benefit-days 
provided, 1945, 1946, and 1949 














Percent of enrollment | Percent of enrollment 
en er i EN i we 8 ees is at 
ber of full | ber of full | | | 
benefit-days! | Novem- | Decem- Novem- || benefit-days! | Novem- | Decem- Novem- 
| ber 1945 | ber 1946 | ber 1949 || | ber 1945 | ber 1946 | ber 1949 
| } | | 
i} 
PME ci ccetinns 31 | 29 | 32 || 62 days.......-. 2 2 
eee 1 caida cee a Ahn <eenneu na ameCaikce neat | 7 
26 days........- 1 | 1 | 7 90 days.....__- 1 | 1 |} 1 
30 days-.-- . 54 | 54 | Oe Fe Ein cccleisedcsnecs ees 5 
| * ae 5 5 | 8 || 150 days__- | ‘ 2 
35 days.......--| 2 Bike t ata jose ——__—— 
Ee eee ee 1 || Total___..| 100 100 | 100 
60 days_-----_-- 3 | 6 | 10 | 








1 Certain plans offer coverage of a sliding number of days’ care, depending upon length of enrollment 
before maximum benefits are provided. In this table all enrollees are classified at the maximum level pro- 
vided by their contracts. By reclassifying the enrollees in accordance with the number of benefit days to 
which they are currently entitled, it is estimated that the number eligible for 21 days would be increased to 
36 percent for 1949, and the number eligible for 30 days would be decreased to 30 percent for 1949. Plans 
also vary as to whether these benefits are provided per illness or per year, 
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As to special benefits, the following table shows the percentage of 
plans and the percentage of membe rship i in respect of special benefits 
for November of the years 1945, 1946, and 1949: 


TaBLe 7.—Percent of Blue Cross plans and membership with some provisions for 


specified special benefits, 1945, 1946, and 1949 


November 1945 | December 1946 November 1949 
Special benefits hae ore 

, / Member- . f Member-| Member 

Plans ship Plans ship Plans ship 
Emergency room 78 s4 85 8Y 89 91 
Anesthesia__. 79 87 80 89 73 83 
Basal metabolism = 66 85 | 73 87 67 71 
Oxygen therapy - - - 64 74 72 81 &3 St 
X-ray 7 | 63 73 63 7 6 7 
Electrocardiogram ‘ . | 50 | 62 | 54 66 57 67 
gS eee 46 69 | 49 64 46 69 

| | i 


The most evident variations between 1945 and 1949 are: an increase 
from 84 to 91 percent for use of the emergency room; a reduction in 
provision of basal metabolism from 85 to 71 percent; an increase or 
provision of oxygen therapy from 74 to 86 percent. Other special 
benefits do not show marked variation. 


BLUE SHIELD PLANS 


Save for data concerning the method by which benefits are furnished 
their subscribers, we do not have information as to trends in scope 
of coverage during the brief period of Blue Shield history. While we 
do not have detailed data, the Blue Shield Commission reports that 


the national trend in benefits has been marked by a very definite increase during 
the last few years. There has been a trend toward an increase in income limits 
for service benefits, and there has been a definite trend toward the conversion of 
indemnity coverage to a partial or full service coverage. 


As of 1949, however, Blue Shield plans had also shown some trend 
away from the service principle to cash indemnity as the following 
tables indicate: 


TABLE 8.—Blue Shield plans classified by method of providing benefits, 1947-49 


Service and 


Service only indemnity 


| Indemnity only 


Total 
ne mee plan 
Plans | Percent Plans | Percent | Plans Percent 
1947 ; 5 12 | 25 61 | 11 | 27 4] 
1948. __- Eee at 6 11 | 31 | 56 18 | 33 5 
| s panne --| 6 | 10 | 32 | 54 21 | 36 | 59 


! | t | | | 


TABLE 9.—Distribution of Blue Shield enrollment by type of contract, 1947-49 


Service | andi 1 ee 
only | : only 


Percent Percent Percent 
Mt asa . atonal se 5 74 
1948 Gitaioie oo _ J : 2 71 


1949... aera 68 








48 HEALTH INSURANCE PLANS IN THE UNITED STATES 
COMPREHENSIVE PLANS 


Comprehensive plans have always endeavored to provide relatively 
extensive benefits and hence no marked change in trend is to be 
expected in their benefit structure. Many plans have, however, 
attempted to reduce existing limitations, to encourage their subscrib- 
ers to seek preventive care, to provide on an experimental basis home 
nursing care, partial dental benefits, and some assistance on drugs 
and medicines. 

The gage of development in respect of comprehensive plans is more 
in terms of growth in the number of such plans and the number of 
persons covered than in benefits. Of the comprehensive plans included 
in a 1945 study, about 60 plans with an enrollment of 500,000 were no 
longer in operation as self-insurers or had ceased to exist by 1949. 
However, 110 other plans had increased their enrollment from 1,900,- 
000 to 2,600,000 between 1945 and 1949. While the number of 
private group clinics with prepayment plans has declined since 1945, 
the number of consumer plans has more than doubled and member- 
ship in industrial and medical society plans has increased, although 
total enrollment in nonaffiliated industrial plans has advanced only 
slightly. Among the significant new plans established since 1945 are 
the Health Insurance Plan of Greater New York and a number of 
consumer cooperatives. There were over 3 million people at the end 
of 1949 receiving their medical care under comprehensive plans com- 
pared to about 2,265,000 in 1945, or an increase of about 850,000. 


4. Nurstnc AND Dentat BENEFITS 
NURSING BENEFITS 


Relatively few persons having insurance for either hospitalization 
or medical care or both are eligible for either special duty nursing in 
the home and hospital or for bedside care at home by visiting nurses. 
Routine nursing service by the general staff nurses of a hospital is, 
of course, a regular part of the patient’s general hospital care for 
which he may have hospitalization insurance, but special duty nurs- 
ing is usually specifically excluded—although frequently it is a very 
expensive item for the seriously ill patient. A number of the com- 
prehensive plans do provide special duty nursing when it is requested 
by the attending physician, and the terms of their contract may 
include the services of a visiting nurse in the home. However, the 
amount of bedside care at home actually rendered is apt to be meager, 
at least according to the fragmentary statistical data available. 

Insurance companies commonly offer a policy for individuals which 
entitles them to a cash indemnity for special duty nursing at home 
or in the hospital. One type of policy covers private duty nursing 
in the home when it is in lieu of hospitalization. A typical policy of 
this kind provides that an amount equal to 50 percent, or sometimes 
100 percent, of the weekly indemnity for wage loss will be payable 
for nursing expenses during the period of the disability so covered. 
More recently these nursing benefits have been expressed in terms 
of a per diem rate, sometimes $5 per day, or often related to the per 
diem hospital rate. Some insurance companies writing group policies 
have begun to experiment with special nursing benefits in the home 
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or hospital. No insurance companies offer visiting nurses’ services 
under medical-care policies. 

The Blue Cross Commission has stated that it would be impractical 
to include in-hospital private-duty nursing as a regular benefit because 
the cost would make it unsalable to the public. At the present time, 
however, four Blue Cross plans, including one in New York and 
another in Philadelphia, are studying the possibility of extending 
nursing service to their subscribers who have been hospitalize ‘d and 
need nursing care on a part-time basis on their return home. 

A number of comprehensive prepayment plans offer nursing bene- 
fits. Service at home by visiting nurses is offered by the Health In- 
surance Plan of Greater New York (which had done the most exten- 
sive experimental work on this subject), by the Endicott-Johnson 
program, by the Oregon Physicians Service for subscribers in Portland, 
and by a few others. As mentioned previously, several of the compre- 
hensive plans also provide for in-hospital private-duty nursing on a 
controlled basis. 

The professional nursing associations have been very much con- 
cerned with the limited development of nursing services in prepay- 
ment plans and have had a special committee devoting its attention 
to this matter since 1935. A brief résumé of the problems which have 
delayed the extension of nursing care would include: (1) Lack of ade- 
quate information on the utilization of nursing services under pre- 
payment arrangements, resulting in (2) insufficient data to calculate 
probable costs of nursing benefits: (3) fear of excessive demands and 
costly services; (4) unfamiliarity ‘on the part of administrators and 
physicians with potential ways of utilizing nurses and the full value 
and usefulness of their services, and (5) shortage of nursing personnel 
in some communities. Currently the nursing committee and the 
AMA are consulting on methods for incorporating nursing benefits 
in prepayment plans. Nursing authorities agree that the next step 
should be to extend controlled experimentation—in order to accumu- 
late data and experience necessary to make nursing care widely 
available. 

DENTAL BENEFITS 


Generally speaking, no comprehensive dental benefits are available 
on a prepayment basis, and there is very little activity directed toward 
establishing such benefits. 

In some instances the group policies of insurance companies pay a 
limited indemnity for dental care in cases where accidental causes 
are involved and a somewhat higher indemnity is available to some 
individual policyholders—again, in case of accidents. 

Twelve Blue Shield plans offer some dental care; this is exclusively 
dental surgery and may be limited to cases arising from accidental 
injuries. The exact extent to which Blue Cross provides hospital 
coverage for dental cases is not known precisely. ‘Two plans specifi- 
cally provide coverage for such care and since it is not excluded in 
64 plans (out of 84) it may be assumed that these plans would make 
their regular payments for dental cases requiring hospitalization. 

The most extensive experiments with dental benefits are now being 
conducted by consumer-sponsored or industrial plans and by a dental 
society in New York. Several consumer cooperatives are making 
available fairly comprehensive dental benefits which are charged for 
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on a cost basis. Recently, Group Health Association of Washington, 
D. C., inaugurated such a scheme, whereby a deposit of $10 for adults 
and $5 for children is required for enrollment for dental care, and 
subsequent charges are based on cost. In the case of Labor Health 
Institute of St. Louis, these charges are nominal and include only the 
cost of material or drugs needed. Prophylaxis and diagnostic X-rays 
are part of the regular benefits to full members; fillings may be ob- 
tained at a cost as low as 50 cents and full dentures cost $40. Some 
industrial plans—for example, Consolidated Edison of New York 
City and Endicott-Johnson of New York—provide relatively com- 
prehensive dental care to employees. Oral surgery is excluded by 
Consolidated Edison, and dentures and inlays are excluded by 
Endicott-Johnson. 

Plans for the first and only dental society prepayment program 
were recently announced by the First District Dental Society of the 
State of New York in cooperation with Group Health Dental In- 
surance, Inc. This plan is not yet in operation, but according to its 
prospectus, existing dental defects would be corrected first on a fee- 
for-service basis and then the prepayment program would be used for 
dental maintenance. This illustrates one of the basic problems in 
providing dental services on a prepayment basis, namely, that the 
need for dental work is so great that it might well be prohibitive to 
cover the full cost of correcting accumulated defects through prepay- 
ment arrangements. Other problems in providing prepaid dental 
care include shortage of dental personnel, insufficient education of the 
public regarding the importance of dental care, etc. 


ConcLuDING COMMENT 


We have endeavored to provide in this chapter a general picture of 
the benefit structure of medical-care insurance and current trends in 
benefits. The following observations also appear pertinent to this 
subject: 

The great growth in coverage by medical-care insurance has 
been to date for insurance with limited benefits—mainly for hospitali- 
zation and surgical costs; the extent of comprehensive protection has 
been and remains small. One reason for the slow increase in the 
number of comprehensive plans has been the opposition of the medical 
profession to such plans especially when they are consumer-sponsored 
and when their benefits are furnished through a limited panel of 
physicians. Another reason for their slow growth both in the number 
of such plans and in their enrollment may be the fact that compre- 
hensive benefits necessarily cost somewhat more than limited benefits. 
There are also involved questions of availability and adequacy of 
health facilities, attitudes of people about insurance, and public 
education and interpretation of insurance. 

2. There is a fundamental difference in point of view in the medical- 
care insurance field as to the purpose of insurance and what it should 
cover. This difference, probably oversimplified, might be indicated 
as follows: 

The council on medical service of the American Medical Associa- 
tion states that: ‘Insurance must be distinguished from medical care. 
Insurance is a means to an end and not the end itself.’ This view is 
associated with the belief that insurance is primarily a method of 
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financing the costs of illness which might represent a financial prob- 
lem; hence, coverage need embrace no more than relatively serious 
and expensive illnesses. Minor illnesses should be left as a responsi- 
bility of the individual since, from this view, their costs ordinarily 
would not represent a serious financial problem. 

The other view, while agreeing in the need for the above insurance 
protection, also regards insurance for medical care, under whatever 
auspices it may be conduc ted, as potentially a basic element in a public 
health program, that is, in the prevention of illness and the main- 
tenance of health. From this view, the conditions covered should be 
practically unlimited and all of the care and individual needs should be 
provided without economic obstacles. Dr. Baehr of the Health In- 
surance Plan of Greater New York has stated as one of the basic eri- 
teria to judge the adequacy of a medical-care plan that it should: 

‘increase the utilization of medical services so as to fill adequately 
the health needs of the insured population by permitting no extra de- 
terring charges.”’ 

The range of medical costs which the insurances protect against 
is necessarily related to the extent of their financing, and we next go 
to a consideration of this subject. Obviously, an important factor 
in determining the amount of insurance benefits is the premium o1 
subscription rate paid. Whether under voluntary or any other 
method of insurance, there is no doubt that medical services must be 
paid for and that the individual does consider the price he pays in 
relation to the benefits he may receive. 








CHAPTER IV 
INSURANCE COSTS 


In this chapter we will discuss the subject of insurance costs from 
the following points of view: (1) Cost to the policyholder, certifi- 
cate holder, or member; (2) premium contributions by employers; and 
(3) operating ratios of the voluntary insurance plans and their compo- 
nent organizations. 


Cost To THE POLICYHOLDER, CERTIFICATE HOLDER, OR MEMBER 


It may be well to explain the various aspects of the term “costs.” 
The explanation and terminology which follows, while especially 
related to insurance company operations, are also applicable to the 
operations of other voluntary plans—Blue Cross, Blue Shield, con- 
sumer groups, etc. The insurance buyer, whether he be an individual 
or a group policyholder acting for a group of employees, pays an 
initial premium or subscription fee for the insurance coverage. This 
represents his “gross initial cost.”” Where a dividend or rate reduc- 
tion is later allowed, the “‘gross initial cost’’ is reduced to the ‘‘net 
cost’”’ to the policyholder. Where the employer and employees both 
contribute to the premium, the ‘gross initial cost’’ for the policy con- 
tract consists of the sum of the contributions of the employees and of 
the employer, and the “net cost’ represents the “gross initial cost” 
reduced by the dividend returned to each. 

It is apparent that the “gross initial-cost’’ to the policyholder is 
the same as the “selling price” to the insurance organization (the 
seller). This “selling price” is set forth in the manual of rates utilized 
by the insurance organization for the class of polici ies in question. 
The “selling price’ can be subdivided into the “pure premium,” 
representing the expected claim cost, and the “loading,” representing 
the expected cost of the expenses of management inc luding additions 
to reserves required by law or otherwise deemed to be nec essary. The 
determination of the “pure premium” and “loading” falls in the field 
of study of the insurance actuary or the statistician who is trained in 
the analysis of claim costs and operation costs leading to the develop- 
ment of gross rates and dividends or rate reductions as warranted by 
the experience with the class of business under review. 

The pure premium is directly related to the claim cost or to the cost 
of service benefits for the insured group. In the case of insurance- 
company plans, it also depends upon the character of the risks in 
question, and in the case of service-benefit plans, it depends in part 
upon prevailing prices of hospital and medical services in the area 
served. Thus, the actuary expects that a plan having a 70-day 
maximum hospital stay will have a higher “pure premium” than one 
having only a 30-day stay; that an insurance-company plan with 7 15- 
percent enrollment of females will have a higher “‘pure premium” 
than a plan with only 25-percent enrollment of females; and that a 


52 


n 
l- 


)- 


ta 


HEALTH INSURANCE PLANS IN THE UNITED STATES 53 


full-service plan providing hospital care in institutions with above- 
average costs will have a higher ‘‘pure premium” than plans located 
in those areas of the country where hospital costs and hence hospital 
charges are not as high. 

Costs vary also as to whether the coverage includes maternity bene- 
fits, special nursing, etc. Costs are also affected by the number and 
nature of the policy limitations or exclusions limiting coverage and 
by the type of personnel or facilities utilized; for example, 1s care 
provided by specialists or general practitioners, is a private room or is 
less privacy afforded, are urban or rural facilities utilized. The 
1951 pattern for health-insurance services is a broader article in items 
covered and in the dollar amounts of benefits than the 1940 
pattern, as evidenced by the reports filed with us. The operational 
expenses, the provision for reserves and surplus, and the dividends 
to stockholders and policyholders will vary from one insurance or- 
ganization to another depending, in part, upon whether they are 
nonprofit associations, mutual or stock corporations, consumer co- 
operatives, etc. The operational expenses vary with the overhead 
costs for the insurance plan in question, reflecting the nature of the 
administrative functions to be performed. ‘The method of acquiring 
and servicing subscribers may vary; for example, the operation of the 
plan may resemble a mail-order business; or sales representatives of 
the insurance organization may solicit business and collect premiums 
at the factory and in the home; or, once a group plan is installed, pre- 
miums may be collected by payroll deduction; or, as in the case of 
consumer cooperatives, it may also be necessary to distribute general 
information bulletins, to provide the subscribers with health-educa- 
tion materials, to hold regular membership meetings, etc. 

All of the voluntary insurance plans experience a higher level of 
costs under individual enrollments than under group enrollments, 
thus reflecting the difference between a retail business and a wholesale 
business. Operational expenses vary not only from one type of 
insurance to another (e. g., Blue Cross-Blue Shield, insurance company, 
independent) but also from plan to plan within the types of insurance, 
depending upon such factors as the age of the plan, rate of growth, size 
of the groups enrolled, and the nature and extent of the benefits or 
services provided to the class of risks enrolled. It costs more to 
launch a new plan or an additional unit thereof or to put new business 
on the books than for existing carriers to service existing business. 

As mentioned above, different methods are employed by the 
voluntary insurance plans for obtaining new business. Some plans 
obtain business through licensed agents or brokers. Others obtain 
business through salaried employees, or employees compensated by a 
combination of commission and salary. Still others obtain business 
by recommendation from insured members, or through the mails. 
The particular basis of compensation, whether salary or commissions, 
or the amounts thereof may thus be varied to reflect the nature and 
extent of the work performed. 

The difference in the expected claim cost and loading for operational 
cost accounts for the difference in the ‘gross initial cost’’ from plan to 
plan and among the carriers in a given plan. Also, in retrospect, the 
difference between the claims and expenses actually incurred, including 
provisions for reserves for future contingencies, and the expected 
claims and expenses underlying the gross premium rate structure, 
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becomes available as a dividend or rate reduction for the class of risks 
experience-rated by insurance companies. In service plans, a favor- 
able balance of income over expenditures may be used to provide 
additional types of service, or to increase the compensation of profes- 
sional personnel or affiliated institutions that furnish services under 
contracts or other agreements. For all of the above reasons, the 
‘net cost’”’ to policyholders may differ widely from plan to plan, from 
carrier to carrier and even within each carrier. 

However, merely because net costs differ, it does not follow that a 
policyholder who pays the largest gross or net premium is necessarily 
overpaying for his insurance policy as compared to one who pays the 
lowest gross or net premium. Each may be getting just what he pays 
for and what he seeks. From this point of view, it is not so much a 
question as to what the gross or net costs are, but rather whether these 
costs are reasonable for the benefits and services provided to the re- 
spective policyholders. 

Individual enrollments may be compared to a retail business whereas 
group enrollments may be compared to a wholesale business. It is 
common knowledge that the ‘‘mark-ups”’ are higher in the retail busi- 
ness than in the wholesale business, attributable to the higher expenses 
of operation per unit sold. For example, it costs just as much to 
record an entry and send a bill covering a 50-cent item as it does to 
cover a $5,000 item. 

There is need for greater caution on the part of the voluntary plans 
in underwriting individual enrollments as compared to group enroll- 
ments. Stated the other way, there is more opportunity for “adverse 
selection”’ by the individual against the voluntary insurance plan under 
individual enrollments than group enrollments. The voluntary plans 
have found that there is a measure of safety in enrolling a proper cross 
section of the population and that the law of averages more readily 
applies under group enrollments than individual enrollments. The 
attainment of the required minimum percentage of eligible persons— 

75 percent under group policies—is facilitated by the “employ er con- 
adios applicable to group enrollments but not individual enroll- 
ments. Hence, it costs more to solicit and underwrite persons under 
individual enrollments, and higher contingency reserves must be held. 

In order to protect themselves against the individual who delays 
joining the plan until faced with the need for health services, the car- 
riers have generally introduced more contract limitations under pol- 
icies providing individual enrollments than under group enrollments. 
In this way claim costs or service expenses are lowered to permit the 
use of reduced premiums. 

Some insurance companies have always offered insurance on an 
individual basis, as have a number of the independent plans, partic- 
ularly the consumer cooperatives. Both the Blue Cross and Blue 
Shield are urging more of their member plans to adopt nongroup en- 
rollment programs, and they report a pronounced trend in this direc- 
tion. 

A summary of the total amounts (in millions) reported for premiums 
and benefits by medical-care insurance plans for 1949 is presented 
below in order to indicate the relative magnitude of the amounts of 
money under consideration. 
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Tas.e 10.—Estimates of earned premium income and benefits for medical-care 
insurance by type of carrier, 1949 





I 1 Ben 
Millions Mil 
Insurance companies ! $461 $2 
Blue Cross ? 358 303 
Blue Shield ° 100 79 
Independent plans xO 8 
Total 1.008 


1 It is estimated that approximately 10 percent of the premium income of $241 million from group policie 


rlicie 
(stock and mutual combined) is returned in dividends. On individual insurance the percent returns 
in dividends is a negligible percentage of the total premium income. 

2 These figures exclude premium income and expenditures for physicians’ services by certain Blue Cross 
plans since this financial data is included in the amount shown for Blue Shield 

3’ These figures exclude premiums and expenditures for hospital care by certain Blue Shield and similar 


plans since this financial data is included in the amount shown for Blue Cross. 


The forces of competition are very active in the field of medi cal- 
care insurance. The various plans—Blue Cross, Blue Shield, insuranc: 
companies, independent plans, etc.—are in competition with one 
another as are also carriers within each type of plan. This competi- 
tion extends to the area of benefits provided and to services rendered. 
To the extent that additional health services have been added to the 
insurance coverage, benefit costs have been rising. Charges made by 
doctors and hospitals have also moved upward in recent years and 
they have increased such benefit costs. On the other hand, the roles 
played by preventive medicine, research, health education, etc., have 
probably tended to reduce benefit costs for curative medical services. 

There is a similar interplay of forces going on in the field of manage- 
ment. Here, too, costs of operation Tepresented by salaries of the 
employee body, costs of material, etc., have been rising. In this 
connection due weight must be given to the forces of inflation and to 
the depreciated value of the dollar in discounting increased costs. On 
the other hand, efforts at effecting economies, especially upon renewals, 
and at streamlining methods of operation, including the use of modern 
mechanical aids, have tended to reduce costs of operation. The 
emphasis which is now being given to the writing of policies to cover 
the entire family instead of the individual should also reduce costs in 
this area. 

Mention should also be made of the relationship of insurance costs to 
the coinsurance principle. In underwriting the more inclusive types 
of medical-care insurance, particularly that for physicians’ home and 
office calls and diagnostic services outside the hospital, insuring 
organizations, which | pay on a cash indemnity fee-for-service basis, 
are accustomed to maintain the level of benefits somewhat below the 
expected level of physicians’ and hospitals’ charges in order that the 
insured retain direct responsibility for paying a portion of the bill and 
thus to minimize any tendency on the part of either the insured or the 
provider of service toward utilization of an unnecessarily large number 
of services and, consequently, of increased insurance claims. Insofar 
as the use of the coinsurance principle, thus applied, limits the number 
of claims made, it naturally reduces also the premiums necessary for 
the coverage in question, although the total cost of the services to the 
insured person must be considered in the light of the portion of the 
bill he has to pay directly. 
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The comprehensive service type plans, on the other hand, generally 
aim at removing all financial deterrents which might tend to hinder 
the insured person from going to his physician as early i in an illness as 
possible, or even, when in apparently good health, for examination 
and advice, and therefore, usually do not want their subscribers to be 
responsible for any additional payment as a result of obtaining service. 
Such plans usually pay the physician on a salary or capitation basis, 
whereby his compensation remains approximately the same whatever 
the number of services he may be called upon to furnish, within 
limits. Another method of control is a prorating arrangement under 
which the providers of service agree to accept as full payment, fees 
which may be reduced pro rata when their total charges in a given 
period exceed the funds available. In any event, a tendenc ‘y on the 
part of insured persons or providers of service toward a high utiliza- 
tion is limited in these plans also. 

Reference should be made at this point to the supervision exercised 
by the insurance departments of many States pursuant to their 
statutes. This supervision extends to the organization of the medical- 
care insurance plans, their financial condition, policy forms, account- 
ing systems, treatment of policyholders, licensing of their agents, ete. 
It also extends to the question of the adequacy, reasonableness, and 
nondiscriminatory character of their insurance premiums. The State 
supervisory authorities have paid special attention to the reasonable- 
ness of the premiums charged in relation to the benefits provided. 
Many of the State insurance departments have established complaint 
bureaus for the purpose of receiving and handling complaints which 
may be filed with them in respect to the treatment of policyholders 
or certificate holders. 

We are now ready to review the premium and subscription charges 
made by the voluntary plans for the benefits described in the previous 
chapter. 

HOSPITAL INSURANCE 


Insurance companies—Group 

The premiums of group insurance companies for hospital expense 
protection vary according to the extent of the risk assumed, the 
amount of benefits provided, the composition of the group and its 
expense characteristics. Premium rates vary from company to com- 
pany depending upon their manner of evaluating these factors. The 
age of the employee is not a factor while sex and industrial conditions 
do affect the rate. It is customary to quote the rate per $1 of daily 
benefit for a particular number of days maximum stay in the hospital 
and a particular special service maximum. ‘Thus, the rate is higher 
for a 70-day maximum stay than for a 31-day maximum stay; higher 
for a 20 times special-service benefit as compared to a 5 times special- 
service benefit. The rate is also usually higher where the maternity 
benefit is included than where it is excluded; where more females are 
employed and where extra-hazardous industrial conditions obtain. 

The rate also is higher where the insurance company agrees to pay 
so many dollars per day irrespective of the hospital bill— the so-called 
daily benefit plan basis, as compared to reimbursement up to the 
amount of the hospital bill. Under the former, if the employee has, 
for example, a certificate which provides $8 a day on a 70-day basis, 
he will receive $8 a day for each day that he stays in the hospital up 
to a maximum stay of 70 days, irrespective of the amount charged 
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him by the hospital for the room and board. Under the latter, the 
insured is reimbursed for board and room charges up to the amount of 
his specified charge per day up to a total maximum not exceeding 31 
times or 70 times, etc., this rate. Thus, under the reimbursement 
plan, if the employee has a certificate which provides up to $8 a day 
on a 70 times basis, he will be reimbursed up to $560 of room and board 
charges. If he pays only $7 a day, he could stay in the hospital 80 
days and obtain full reimbursement for such charge. If he pays $12 
a day, he would be reimbursed $8 daily for his actual period of hospital- 
ization up to the 70-day limit. The reimbursement type of benefit 
is the more common form for insuring employees and is the only form 
for insuring dependents. 

In the following pages reference is made to the premium rates used 
by one large group-writing insurance company, which may be con- 
sidered as representative for this field. ‘The rates are subject to in- 
creases for substandard industrial conditions. 

The premium rates for a hospital insurance policy which provides 
$1 of daily room and board charge on a reimbursement basis under a 
70 times plan with special servic es up to 20 times the daily room and 
board charge (assuming that 35 percent of the group covered are 
female employ ees) are as follows: 


Insurance on employees 


MONTHLY PREMIUM RATES PER $1 OF DAILY ROOM AND BOARD CHARGE 


Reimbursement basis: | Daily benefit basis: 
With maternity ___----- $0. 175 With maternity - $0. 184 
Without maternity - —_- . 149 Withor:t maternity - . 156 





For a policy which provides up to $8 a day, the corresponding figures 
are: 


Reimbursement basis: | Daily benefit basis: 
With maternity__....-.-. $1. 40 | With maternity __ si $1. 47 
Without maternity — ~~~ -~-- 1.19 Without maternity 1.25 


For insuring dependents, various alternate premium rates are 
quoted. The rates vary by the maximum hospital stay, special serv- 
ice benefits, and whether maternity benefits are included. Rates may 
be quoted on a single-rate basis, on a two-rate basis or a three-rate 
basis as follows: 

Insurance on dependents 


70 TIMES PLAN WITH 20 TIMES SPECIAL SERVICES AND 10 TIMES MATERNITY 


BENEFIT 
los 2-rate basis, em- | : ; 
s -rate ’ }-rate basis, « yyees with— 
Singierate | “ployees with ee ere 
Re .re ~---- . es 
with lor | \o angi r i 
more de- | 1 de- aad ane Child or jyoy ly a 
| Many f tcmeate ial depend: | childrer ife only| child or 
pendents | pendent ents children ghildren 
Monthly —— rates per $1 of daily room and board charge 
I \ 
——_——_——— : 
Including deferred maternity - - $0. 350 $0. 242 $0. 417 $0. 166 $0. 251 $0. 417 
Excluding maternity_.......-- .27 . 166 . 341 . 166 175 41 


| Corresponding monthly premiums for $8 of daily room and 
| board charge 


Including deferred maternity. -.....--.- os $2. 80 | $1. 94 $3. 34 
Excluding maternity.................... 2.19 | 1.33 2.73 











5S HEALTH INSURANCE PLANS IN THE UNITED STATES 


It is well to repeat at this point that the initial gross premium 
does not completely or correctly picture the true costs of group- 
insurance benefits because the ultimate net cost is determined by 
the amount of dividend or premium refund provided by the insur- 
ance companies. The report of the insurance companies indicates 
that on the average for the year 1949 such refunds amount to about 

1, percent of gross premiums of mutual insurance companies. 

It is customary to charge the group manual rate, increased by the 
proper loadings, initially, “and at the end of the policy year to re- 
compute the applicable’ premium rate in the light of the experience 
had with the case. As a result there is considerable variation in the 
net rates charged by the insurance companies. For the initial rate, 
the variation is due to the character of the coverage provided, the 
manner of loading for females and occupation and the manner of 
providing for the expenses by size of case. After the first year, the 
premium rate may be experience-rated upward or downward to 
reflect the particular company’s method of handling dividends or 
rate adjustments. 

On the basis of the rates set forth above, the following would be 
the standard monthly charge for a family insured on a 70-day plan, 
$8-a-day room-and-board-reimbursement allowance, $160 special 
services, and with standard maternity benefits (assuming that 35 
percent of the coverage is on female employees). 


| 
| Net premium 
Initial gross | (8244 percent 
| premium of initial gross 
premium) 





Employee % 6 $1. 40 | $1. 16 
Dependents. ---- = pao es ; . 2. 80 2,31 
Total..._... 


ene satdeldinwe cin Midi apai tine 4.20 3. 47 


The average dividend used above is that submitted by the mutual 
insurance companies as typical for this class of business. In this con- 
nection, it should be stated that recently a number of group writing 
insurance companies have adopted varying levels of initial gross pre- 
mium rates to reflect economies of operation. Compared to their 
manual premium rates, these levels represent discounts varying from | 
percent for a group having a combined annual premium for hospital, 
surgical, and medical insurance under the policy (including the premium 
for cash weekly benefit insurance if also in the they) of $15,000 a year 
up to 15 percent for an annual premium of $300,000 a year and over. 
The use of such discounts reduces the amount of dividend which may 
develop at the end of the year so that the over-all reduction of 17% 
percent from the initial rate set forth above might not be affected 
substantially. 


Insurance companies—Indwidual 


Because of the opportunity to underwrite and select their business 
on an individual basis, insurance companies writing individual 
policies have been able to provide broader benefits in some areas than 
group-writing companies. Thus they have for many years been 
offering insurance against special nursing services ; they have exper- 
imented with “blanket nonschedule” health service coverage providing 
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a lump-sum reimbursement without specific limits as to respective 
hospital, surgical, or medical items; they have offered larger dollar 
amounts of benefits for longer periods of indemnification. This 
freedom to experiment with new coverages has been made possible by 
the selective underwriting methods which form the basis of their 
procedure. 

The premiums charged for individual insurance follow the general 
pattern of group insurance premiums except for such modifications as 
are needed when dealing with an individual and not a group of lives. 
Thus, rates are quoted per $1 of daily benefit and vary according to 
the maximum stay in the hospital, amount of special services, mater- 
nity benefits, and of course, the exact nature of the coverage provided. 
Specimen rates are presented later in this chapter. 

Unlike group-insurance rates, individual-insurance rates are not 
experience-rated and except for companies which pay dividends to 
policyholders, the gross initial rate is the net rate. 


Blue Cross 


For its group enrollments, the Blue Cross Commission reports the 
following range of monthly rates and average rates for semiprivate 
accommodations: 


i 
| 


Type of certificate Range | Average rate | Median rate 

Semiprivate: 
1 person..... ‘ cise ...| From $0.75 to $2.10__-- $1.16 $1.15 
2 persons..... ; ; | From $1.30 to $3.40__. 2. 28 2. 30 


Family - .--- tre : From $1.60 to $4.60 2. 76 2. 75 


The typical coverage, according to Blue Cross, provides up to 30 
days of care per certificate year plus 90 additional days at half benefit. 
It includes special diets, use of operating room, laboratory service, 
routine medications and dressings, and anesthesia among other 
services. 

With respect to individual enrollment, Blue Cross states that— 
Rates are generally higher for nongroup subscribers than for group subscribers, 
and most plans require the nongroup subscriber to remit on not less than a 
quarterly basis. Percentagewise, the increase in nongroup rates over group rates 
ranges from 4 to 40 percent. 


SURGICAL INSURANCE 


Insurance companies—Group - 

The premiums of group insurance companies for surgical expense 
insurance coverage vary according to the nature and maximum amount 
of the surgical schedule, the female composition of the group, whether 
or not obstetrical benefits are included and the expense characteristics 
of the group. Unlike the practice in the hospital expense insurance 
line, the industrial classification does not generally affect the premium 
rate. The monthly premium rates utilized by a large group-writing 
insurance company for insuring employees under its $200 maximum 
surgical schedule, assuming that in the group 35 percent of the cover- 
age is on female employees, are 61 cents with obstetrical benefits and 
52 cents without obstetrical benefits, 
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Proportionate rates are charged for schedules for which all the 
benefits are in proportion to those for the $200 schedule. Thus, the 
rates for a $160 schedule would represent 80 percent of the above 
rates for the $200 schedule while the rates for a $300 schedule would 
represent 150 percent of the rates for the $200 schedule. 

As in the case of hospital expense insurance, various alternative 
premium rates are quoted for insuring dependents. These also vary 
with respect to the maximum amount of the schedule and the presence 
or absence of obstetrical benefits. Rates may be quoted on a single- 
rate basis, a two-rate basis, or a three-rate basis as follows: 


af 2-rate-basis employees 
with— 





Single-rate- 


| 3-rate-basis employees with— 
| basis em- 
| 








ployees |——— POST TTT — ahr 
0 , | On | | Wife and 
1 dependent! ced nee Wife only | child or 

eeteniers : | children 


with 1 or 
more de- 
pendents 








Including deferred obstetrical $1. 70 


$0.79 | $1. 25 | $2. 04 
Excluding obstetrical. ......- 1, 25 


| 
| 

. 55 . 72 . 80 1. 59 
| | 


wr 


Summarizing the above rates, the following would be the monthly 
charge for a family insuring on the $200 surgical schedule with 
obstetrical benefits ‘(assuming that 35 percent of the cov erage is on 
female employees). 


Net premium 
Initial gross | (824% percent 
premium | of initial gross 


premium) 
Employee : d $0. 61 | $0. 50 
Dependents : ; 1. 70 1. 40 
Total wie - e 3 ee 2.31 1. 91 


Insurance companies—Individual 

Their premium rating practices will be described later in this section. 
Blue Shield 

For its group enrollments the Blue Shield Commission has reported 
that monthly rates for plans providing service benefits to underincome 
subscribers and cash indemnity to those above the income limit varied 
as follows: 





| 
| 
a | Average | Median 
| Rang: rate rate 
| ' | 
For surgical only: | | | 
1 person _.-- a i a6 : | $0. 40-$1. 75 $0. 80 | $1. 00 
2 persons_--. é d (4) | 1. 56 | 2. 00 
Family -_- : serail sociaa gical Daal 1, 50- 3.75 | 2.06 | 2. 50 
For medical and surgical: | | 
1 person. ’ ; np pani bbadduedetietiihe San . 64-— 2, 25 | 1.17 | (‘) 
2 persons... matte Tins (?) 2. 26 (1) 
Family - ..-- ‘ Soh bce ale a ctiabnednle 1. 70- 5. 10 | 2. 75 (‘) 


1 Not stated. 


The typical coverage provided service benefits for surgical care, 
maternity care including delivery, in-hospital medical care, diagnostic 
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X-ray, and anesthesia to single persons earning roughly less than 
$2, 050, and families earning less than $3,100 per year, and cash 
indemnities for subscribers above these income levels. 

The following range of premium rates are reported for Blue Shield 
plans which provide cash indemnity only: 


Surgical only: Range 
1 person --- ee: Aes See $0. 40 to $1. 15 
Family _-- bt : Leute ioe 1.00 to 2. 25 
Medical and surgical: 
Dla i shia: Re i wo hips = a a i .46to 200 
Family -- - -- 1. 60 to 3.90 


With respect to sat asdieal sieaalbuilinde: the Blue Shield Commission 
has stated that— 
Subscription rates are somewhat higher for nongroup subscribers than for group 


subscribers, and most plans require the nongroup subscriber to remit on not less 
than a quarterly basis. 


COUNCIL ON MEDICAL SERVICE OF THE AMERICAN MEDICAL ASSOCIATION 


The council has reported on 12 plans which were not included in the 
report of the Blue Shield Commission. These plans provided hospital, 
surgical, and medical coverages in varying degrees on an indemnity 
basis, full service basis, or combination thereof. 

Their monthly premiums ranged as follows: 


Most fre- 
Range quent 
premium 


Individual aan $0, 60-$3. 45 SD Fy) 
Family : 4% : 2. 00- 7. 50 7. 00 


Two of the 12 plans offer service benefit without any income limits for 
enrollment, thus entitling all subscribers to service benefits. 


MEDICAL INSURANCE 


Insurance companies—Grou p 


The premiums of group insurance companies for medical expense 
nonsurgical insurance protection vary according to the nature of the 
risk assumed, the amount of benefits provided, conditions under which 
such benefits become payable, the composition of the group and its 
expense characteristics. The following tables present the premium 
rates used by a large group-writing insurance company for its several 
forms of medical expense coverage ‘for insurance on employees (assum- 
ing a group having 35 percent of its covers age on female employees). 

For in-hospital medical insurance the monthly rate is $0.035 per 
dollar of daily medical expense benefit where the 31 times plan is 
used and $0.04 where the 70 times plan is used. Thus, where the 
doctor receives $3 for a visit at the hospital the above monthly rates 
become $0.105 and $0.12, respectively. 

M@Under another type of medical coverage where total disability is 
required and where a $2 fee is paid to the doctor for a visit at his 
office and $3 when he visits the patient in the hospital or his home the 
corresponding monthly rate of $0.46 is required where there is an 
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exclusion of the first visit for sickness and $0.39 is required where 
there is an exclusion for visits made during the first 3 days of sickness. 
In either case there is a maximum of $150 for payments during any 
one disability. If the above fees are increased to $3 and $4.50 per 
visit, respectively, the corresponding monthly premiums are increased 
to $0.69 a month and $0.59 a month, respectively, and the maximum 
benefit is increased to $225 per disability. 

Under a third type of medical expense insurance where total dis- 
ability is not required and where a $2 fee is paid to the doctor for a 
visit at his office and $3 when he visits the patient in the hospital 
or his home, the corresponding monthly rate of $0.76 is required where 
there is an exclusion of the first visit for sickness, with $150 maximum 
for any one disability, and a monthly rate of $0.82 is required where 
the maximum is raised to $300. If the corresponding fees are raised 
to $3 and $4.50, respectively, the monthly rates become $1.14 and 
$1.23, respectively, and the maximums become $225 and $450 
respectively. 

Each of the above three types of medical insurance is written in 
connection with hospital expense insurance and surgical insurance. 
In addition, where medical expense insurance is issued, this company 
also offers coverage for X-ray examination expense with or without 
laboratory expense. The latter coverage is written on a schedule or 
a nonschedule basis with a maximum benefit of $25 or $50 per dis- 
ability. For a group having 35 percent female coverage, the monthly 
rate for a $25 maximum on a schedule basis is $0.15 for X- -ray exam- 
ination expense and $0.23 for X-ray examination and laboratory 
expense coverage. 

For dependents, alternate premium rates are quoted as in the case of 
hospital and surgical benefits. Rates may be quoted on a single-rate 
basis, a two-rate basis, or a three-rate basis as follows: 


2-rate basis, em- 


Si >. . 
Single-rate ployees with— 


3-rate basis, employees with— 








basis, | 
—— | oo - ae aad 
with 1 or a eis 
more de- | 1 de- poh | Child or | Wife Time 
pendents pendent ents children only eithavens 


Monthly premium rates per $1 of daily medical expense benefit 








In-hospital medical: a P - 
DD ise ttn mn picaciivies Seonk $0. 060 $0. 037 $0. 074 $0. 036 $0. 038 | $0. 074 
70 times Spiess emumnntge ‘ - 070 | -043 . 086 . 041 -045 | . O86 








Monthly premium rate per benefit unit of $2 and 3-31 50 


maximum 
| 
Medical (total disability not required; 
visits at office, hospital or home): | 
First treatment for accident; second 
ee ann $1.95 | $1. 23 | ee ie ea > ee 


! { 


Monthly premium per employee 


Laboratory and X-ray examination: 
Schedule plan_-..........----- -$25 $0. 45 


$0.29 | $0.87 $0.26 | $0.31 | $0.57 
X-ray examination: Schedule plan. -$25 | .38 24 | 48 | 22 | 26 | .48 


} 
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On the basis of the above rates, the following would be the monthly 
charge for a family (assuming that 35 percent of the group’s coverage 
is on female employees): 


| Medical Total dis- 


ability not required. Net premium 
| First treatment for | Laboratory and X-ray Initial R244 percent 
accident; second for schedule plan-—#25 gross of initial 
disease’ $3-$4.50 per maximum premium gross pre 
treatment, $225 mium 


maximum 


Employee $1.14 $0. 23 $1.37 $1.13 
Dependents 2. 93 45 2 29 2.79 
Total... ‘ 4.07 68 1.75 3. 92 


COMBINED PREMIUMS FOR HEALTH SERVICES 


Insurance companies—Group 

If we now assemble the several premium rates presented on the 
previous pages for the hospital, surgical, and medical lines, we obtain 
the following combined premiums for an individual and his family: 


Hospital Surgical? | Medical y pl Bee sien 
premium 
Employee $1. 40 $0. 61 $1.37 | $3. 38 $2.79 
Dependents 2. 80 1. 70 3.338 | 7. 88 
Total 4. 20 2. 31 4.75 11. 26 9, 29 
1 70-day plan, $8-a-day room and board reimbursement allowance, $160 special services, standard 
ternity benefits 
2 $200 surgical schedule with obstetrical benefits. 
3 Medical covering first treatment for accident and second treatment for disease, $3 per treatment in the 
doctor’s office and $4.50 elsewhere, $225 maximum; laboratory and X-ray examination, schedule plan 


maximum $25. ‘Total disability not required, 
§ After allowing 1746 percent for dividends, 


Insurance companies—Individual 


With respect to individual insurance, there is also great variation as 
to the nature and extent of benefits furnished. The following quota- 
tion has been submitted by the insurance companies as presenting 
typical coverage and premiums for an individual and family policy: 


Hospital or surgical coverage providing benefits of $5 per day in the hospital 
with miscellaneous expenses covered to a limit of $25 a maternity benefit of $50, 
and surgical expense benefits to a maximum limit of $150 are available to a 
family consisting of a father, mother, and two minor children at a cost in the 
neighborhood of $85 per year. For the father only, the cost of this coverage 
would be about $22. For higher benefits the cost would, of course, be propor- 
tionately increased. Similar coverage, including payment for doctors’ calls out 
of the hospital, can be obtained for a family of four at approximately $120 per 
year, or for the husband alone, for about $32 per year. A number of companies 
are now offering hospital and surgical coverage to applicants up to age 80 or even 
higher without any age limit on renewal. 


By way of comparison of the group and individual insurance annual 
rates, roughly for the benefits described in the preceding paragraph, 
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keeping in mind that their coverages are not identical, the following 
table is presented: 


| Group insurance 


—— +. Net premium 
| Initial gross | (8244 percent 
premium | of initial gross 
premium) 
Employee a nal Me. $32 $28 $23 
Family 3 badecdee ; . 120 Qs Sl 


The above table indicates that for this particular example, initial 
gross individual insurance premiums are approximately 20 percent 
higher than the corresponding group insurance premiums, and about 
40 percent higher than the corresponding net premiums. 

The insurance companies’ report also presents six specimen types 
of contracts providing health services on an individual or family 
basis with varying benefits and providing for annual premiums which 
range as follows: 


Range of annual 
premiums 


Men _.... ’ ae Pat bee ee . $35 to $138 
Women-_-_- : : ee aia _.. $45 to $163 
I oer es ee ee eye $114 to $155 


Independent plans 


A recent study by the Social Security Administration of 102 inde- 
pendent plans providing comprehensive benefits for hospitalization, 
physicians’ care and auxiliary services makes the following observa- 
tions: 


Most of these plans charge a fixed monthly premium varying by the size of 
family. A few plans relate the monthly charge to the amount of the employee’s 
earnings * * *, The premium most frequently charged for subscriber cover- 
age alone is between $2 and $3 a month; for subscribers in plans which have 
dependent coverage it is between $3 and $4. 

The report then analyses the subscription charges for a family of 
4 persons under 58 plans providing coverage for dependents. It 
found— 


that the largest number of members are in plans charging between $5 and $6 a 
month for a family of four. Almost as many are in plans for which the contribu- 
tion for such a family is between $8 and $9. 

The report concludes— 


a family of four could thus obtain more or less complete protection against the 
costs of medical and hospital care from these plans for an annual expenditure of 
between $72 and $96 in the majority of cases. 

The report filed by the Cooperative Health Federation presents 
benefits and rates for individual plans with their many variations of 
coverage. The rates per individual vary from $1.50 per month to 
$3.50 and per family from $2.75 to $13.75. The variations are 
attributable to the type of plan, whether indemnity or service, und to 
the nature and extent of the coverages and benefits provided. The 
following two examples are taken from the report of the Cooperative 
Health Federation: 

The largest of the plans here reported on provides for monthly premiums 
ranging from $2.42 for an employed person to $7.25 (for family). These payments 
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do not provide hospitalization insurance but they do provide, through direct 
service by medical groups, for comprehensive care, medical, surgical, and nursing 
without exception or exclusion even of preexisting conditions. Benefits include 
all types of specialist care, preventive care, chemical and biological tests, heat 
treatments and radiotherapy, X-ray treatments, and psychiatric diagnosis—in 
short, practically all types of illness and disability. About the only services not 
provided under the benefits of this plan are the care of tuberculosis and mental 
and nervous disorders after they have reached the point of institutionalization, 
treatments for alcoholism and drug addiction, and dentistry. 

On the other hand one of the direct-service plans provides, for $4 for the head 
of the family, $3 for each additional adult, and $1.50 for the first and second 
child with a maximum charge of $10, the following: Hospitalization up to 160 
days per year, comprehensive medical and surgical care at both the clinie and 
hospital together with doctor’s home calls when necessary. This plan also pro- 
vides without extra charge drugs as prescribed by physicians. This plan fur- 
thermore, while it does write contracts for industrial groups, enrolls individual 
families as they apply for membership and thus does not have in general the 
protection of an exclusively group-insurance business like the plan last described 
above. This plan has a definite program of preventive medical care for the 
benefit of its subscribers and, like practically all the other plans deszribed in 
this report, it not only makes available to its subscribers, but encourages periodic 
examinations and check-ups of their physical condition. The direct-service plan 
in question operates the largest clinic in its city as well as a hospital of its own 
ownership. The only exceptions to the comprehensiveness of the care provided 
by this plan are: Venereal diseases, mental diseases, alcohol and drug addiction, 
X-ray therapy, dentistry, workmen’s compensation cases, maternity benefits 
during the first 10 months of membership, and preexisting condition. 


WHOLESALE INSURANCE 


Intermediate between practices in the individual-enrollment field 
and the group-enrollment field are the ‘franchise or wholesale in- 
surance” practices of insurance companies. ‘This area covers groups 
having from 5 to 25 lives. Some plans include such small groups 
under their group enrollments and others include them under indi- 
vidual enrollments while still others establish premium rates and 
benefits intermediate between those provided for individual enroll- 
ments and group enrollments. 


TREND IN INSURANCE PREMIUMS 


The report of the insurance companies cites a reduction in the rate 
for hospital insurance from $0.167 per month per $1 of daily benefit 
charged in 1940 to $0.12 in 1950 (70-day hospital stay and w ith special 
services five times the daily benefit). Likewise when the new $200 
surgical schedule was adopted in 1948, the $0.45 base rate introduced 
by many companies was only $0.05 more than the $0.40 base rate 
previously in use for the old schedule with its maximum limit of $150. 
The increase in rate represented an increase of 11 percent wherea 
the maximum benefits increased by about 25 percent. Similarly in 
the field of medical insurance, additional benefits have been added, 
chiefly nondisabling medical plans with diagnostic X-ray and labo- 
ratory coverage. Special provision has also been made for “catas- 
trophic losses” including those from poliomyelitis and other ound 
diseases. The initial rates for these benefits were tentative and have 
been reduced as experience has been accumulated under these policies. 

In addition, the effect of the dividend or experience rating practices 
in the group insurance field has been to reduce net costs with the 
duration of the policy since the expenses of operation reduce with the 
years after the initial cost has been amortized. 
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In the field of individual insurance, the reports filed with us point 
out the improvements in coverage and underwriting rules which have 
been made over the past 10 years. This has resulted from competitive 
influences as well as from the desire to improve the economic value of 
the product. Premium rates for individual insurance under insurance 
companies have remained stationary or even decreased. 

In the case of the Blue Cross and the Blue Shield, changes in bene- 
fits have been followed by changes in rates. Where there has been 
an improvement in benefits, the rates have moved upward. Also 
the increased costs of direct-service plans have of necessity required 
increases in rates. In some cases, a transfer has been made from a 
service basis to an indemnity basis. Subsequently, where indemnities 
were increased, increases in rates often followed. 

Each of the voluntary insurance plans in its own area has endeavored 
to serve the needs of its clientele. By their different approaches and 
experiments in this field and by the competitive forces operating in 
and among the plans, they have together extended the total field of 
medical-care insurance. The keen competition among the carriers 
and among the plans should be encouraged but not at the risk of jeop- 
ardizing the solvency of the carriers or the fulfillment of their obli- 
gations. The level of premium rates should permit the rendering of 
necessary services and also the building up of reserves for epidemics 
and for other contingencies including, in this period of wartime 
economy, the covering of older men and women and the physically 
handicapped with their higher morbidity rates. 


Premium ConTRIBUTION BY EMPLOYERS 


The reports which have been filed with us evidence the increasing 
extent to which employers have been contributing to the premium 
payments of their employees and their families for insurance against 
the costs of medical care. In the field of government as an employer, 
we note that many municipalities have enabled their employees and 
their families to obtain the advantages of group enrollments under 
voluntary plans including payroll deductions and premium contribu- 
tions. Some States have likewise arranged for such advantages to 
their employees. The Federal Government does not appear to have 
as yet made similar arrangements for group coverage. 


Insurance companies 


Under a sampling of recent collective-bargaining agreements, the 
insurance companies estimate that in these instances “employers are 
paying at least 50 percent of the initial gross cost or at least 374 
percent of the net cost of the insurance on employees. On dependent 
coverage, employers pay about 30 percent of the initial gross cost or 
20 percent of the net cost. No precise information is available as to 
the extent of employer participation. In 1945 it is roughly estimated 
that employers paid about 25 percent of the gross cost equal to 10 
percent of the net cost. 
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“I 


Blue Cross 


The Blue Cross estimates that as of July 1950, 12.2 percent of the 
participants of the reporting plans are enrolled in employer contribu- 
tion groups as compared to 7.6 percent of the participants in December 

1946. It estimates that the employer paid about one-half of the 
premium in cases where he participated in the premium payment. 


Blue Shield 


The Blue Shield states that as of July 1950, 46 of its plans reported 
some employer contribution under some contracts and that the most 
common percentage paid was 50 percent. 


Independent plans 


The Cooperative Health Federation states that in the majority of 
J ; 

its plans there is no employer contribution, but in several of its larger 

plans, the employer contribution plays an important role, covering 

from 50 percent to 100 percent of the entire premium. 


CONCLUDING COMMENT 


It will be seen from the above that, over the years, employers have 
tended to contribute an increasing amount of premium dollars toward 
the insurance costs of their employees and their families and because 
of this, the cost to their employees has been reduced. 

— premium costs are generally quoted per ne or family 

* per unit of insurance purchased, the employer can adjust the 
hdaniaeih apportionment from his employees to fit the needs of his 
group. Thus, the employees’ contribution may be a fixed dollar 
amount or a proportion of the premium paid or, in some instances, a 
percentage of the employees’ wages, as is the case generally under 
State compulsory disability insurance. 


3. OpgerRATING Ratios or Mepicat Care INSURANCE PLANS AND 
TuHetr CoMPONENT ORGANIZATIONS 


We now present figures relating to the financial operations of the 
voluntary plans for the year 1949, taken from the reports filed with us. 
Insurance companies—Group 


As estimated by the Life Insurance Association of America, the 
following is the premium income received for the year 1949 for the 
group health insurance lines, 


Group medical care insurance premium income in the United States, 1949 
Hospital expenses 


Surgical expenses_ 
Medical expenses - - - 


Se eee an crak tes nd ca on $146, 500, 000 
2 se 88, 100, 000 
ghia ait i 8, 600, 000 


Total - Sir a 2 sai : 243, 200, 000 


The report of the insurance companies also presents the following 
table with respect to the operations of seven leading group writing 
companies: 
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Group health and accident (including disability insurance) premiums, dividends, and 
operating ratios, based on aggregate figures of 7 leading companies, 1949 


a Se oe $316, 640, 536 
I a ee a _.-- oll, 673, 456 
ne a en aoe a 32, 581, 618 
Premiums written less dividends_.___._.............__.____._. 284, 058, 918 


Premiums earned less dividends-___.__.__.-_-_- pw ....--. 279, 091, 838 
Distribution of premium income: ! 


Percent 

memes II ne bo eee ae E 79. 
RS Pe ee ees ee ge Bile. ews 2. 1 
Commissions and acquisition____..........-.--- Thies 7.1 
TA I NN th satincelata tes hells Riess Ive Ler se ste ei 2.5 
All other i a oan eee 5. 7 
Provision for contingency reserves, surplus, and profits eet 2.7 
I ee Ee ae ee ee ese seis be Chai Gone we i 100. 0 


1 Benefits and claim expenses are related to premiums earned less dividends to policyholders: other ex- 


penses are related to premiums written less dividends to policyholders. The provision for contingency re- 
serves, surplus, and profits is a balancing item. 


Insurance companies—Individual 
The report of the insurance companies presents the following operat- 
ing statement based on replies of 71 companies: 


Health and accident premiums and operating ratios under individual policies of 
segregated hospital, surgical, nurse, and medical expense insurance, 1949 


Premiums written oso ceo tL a) tt PO ee ak oe cle eet $77, 069, 254 
Premiums earned 5 det sh Wank. Raatetss 73, 813, 841 


Distribution of premium income: ! Percent 

OMNIS Geld 3k ot eg a ks aa Sh oe eS ey a Sette 55. 4 
a OID oe cmb bin eee Reet seats sige 3. 7 
Commission and acquisition costs lies oo 27. 0 
Sen, SeOUNE ORME SUN oe ion ean shantene shes 2.1 
All other MORNE Ol. bi A cee See Oss A. adh 8. 9 
Provision for contingency reserves, surplus, and profits -- - - --- 2.9 

Pe a i a ee eel he 100. 0 


1! Benefits and claim expenses are related to premiums earned less dividends to policyholders: other 
expenses are related to premiums written less dividends to policyholders. The provision for contingency 
reserves, surplus, and profits is a balancing item 


Blue Cross 


The report of the Blue Cross Commission presents the following 


operating statement data for 1949 (including medical/surgical data 
for six plans): 





| i 
| Amount Percent 
| - — 
SS OEE LL ALA LE, LORELEI). LAE OT SO $363, 237, 137 100. 0 
I Ne abs eatomceek clases ..---| 307, 088, 563 84.5 
Operating expense-.-_--- 5 aia aaa bite ekietne ed ; ~-------| 31,835, 133 | 8.8 
Bas Ieee —-OAditlon 00 TEOUTUS <u. onan nc eect cc acon ete ete ewe | 24,313, 441 6.7 


Blue Shield 


The report of the Blue Shield Commission presents the following 
operating statement data for 1949, which includes data for 56 Blue 
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Shield plans and 8 nonmember plans (data for 13 plans include hospital 
expenses) : 


To mhe lans 
| Blue Shield medical- Nonmember plans 








} re riene (including hospital 
care plans data for 4 plans) 

Amount Percent A mount Percent 

Memmae ANGIE. «5 ois 5 nnd sok cee . ; .--| $105, 097, 207 |- -| $10,848, 882 
Total income = dine 105, 777, 061 100. 0 10, 885, 519 100. 0 
Benefits incurred _ ____- 79.4 9, 113, 531 83.7 
Operating expense - -_ 13. 6 1,1 5 10.1 
Net income.........- 7.0 6.2 





Independent plans 


Average per capita income and expenditures are shown in the tabu- 
lation below prepared by the Social Security Administration for about 
100 comprehensive plans under independent auspices which provided 
both hospitalization and medical benefits in 1949: 


Per capita? : r 
, Proportion 








— = . f ineome 
Type of plan! | aan - 
Income rt ; benefit 

Plans offering more or less comprehensive benefits. __.__- $24. 37 $22. 34 91.7% 
I ties. itt to tee fb ickasenadhvs= esa 23. 85 22.71 95. 2° 
a oui : 30. 19 29.74 8. 5 

Employer and employee or union.__._._-- 34.18 31. 86 93. 2% 

Employer and employee____...__..- ; 35. 40 33. 51 94. 79, 

Employer and union_- alaiaiacie mee weaies sag wee 12, 22 5.94 48. 6% 

Mveemewen. ic) 25i5..23- ke sddiidccbeh oko eetewk 29. 03 28. 67 98, 8% 
I, oc hotessnien . hades’ aes 9. 58 8. 68 9). 6 
Oomeumer. ..........< si taht en wee Senbe haw 19. 58 16, 42 83. 9° 
Medical society ___- ; 5 32. 22 27. 24 84, 5° 
Tn I in oil ngs oe eh pean de sme 24. 84 21. 5t 86. § 





1 Includes only plans providing both benefits to identical numbers of insured persons. 

3 These figures may represent slight understatements because end-of-year enrollment \ 
of average enrollment for the year in computing per capita amounts. Based on data covering 2.1 mill 
persons, 


The report submitted by the Cooperative Health Federation pre- 
sents 1949 financial data for two large independent plans: 





Plan A Plan B 
Amount Percent Amount Percent 

Premiums earned - - . ; $1, 477, 370 | 100.0 | $4,980, 000 100. 0 
Benefits paid_.___-. 1, 055, 959 | 71.5 3, 987, 900 80. 0 
Taxes_ oe dasacta ; sceer 27, 486 | 
Acquisitive expense - | 90, 900 
Other expense____--- ; 253, 026 | ; 
Expenses incurred -- : ; . sists contain’ 641, 000 —— 
Additions to reserves ! ; : 59, 050 | 4.0 199, 700 4.0) 


1 Statutory reserves do not include reserves against claims. 


These two examples are not presented as being representative of all 
independent plans. A host of factors influence the administrative 
costs and the way in which they are reported for the direct service 
plans in this group. For example, overhead expenses such as physi- 
cians’ office rental, utilities, medical equipment and supplies may be 

84405—51—pt. 16 
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reported by a service plan as a part of its operational or overhead 
cost. On the other hand, in the case of some industrial plans— 
particularly those with their own medical facilities—such costs may 
not be charged directly to the plan as expenditures, or, if charged, 
they may represent only a rough approximation of the actual cost. 
In plans which do not operate direct. service programs, moneys paid 
on behalf of enrollees are used in part by the providers of service to 
cover such items as physicians’ office rental, utilities, etc. In such 
plans, therefore, these expenses do not appear as ‘‘overhead costs’’ 
but are included in “benefits.” 


CONCLUDING COMMENT 


Aggregate figures do not tell the full story. They are affected by 
many cross currents. They include the operations of the new plans 
entering the medical care insurance field with their above-normal 
initial organizational expenses. ‘They include the figures of the many 
new groups of policyholders coming on their books with their higher 
initial installation charges. When “these initial extra costs are amor- 
tized, increased benefits, rate reductions or dividends can be made 
available to reflect reduced net costs. 

An examination of the financial reports which have been filed with 
us reveals some of the reasons for differences in insurance costs. <A 
plan which has to provide for taxes—city, State, and Federal—must of 
necessity, everything else being equal, Beco a proportionately higher 
premium rate than a 1 plan that does not have to pay such taxes. Like- 
wise, a plan which is charged by the hospitals or doctors less than the 
prevailing charges for similar services can quote lower premium rates 
as compared to a plan which is not so favored. Then, too, an arrange- 
ment which extends lower medical and hospital charges to certain 
classes of the population than are called for by prevailing costs of 
operation, requires other segments of the population to make up the 
deficiency. ‘The basis upon which such a deficiency is to be made up 
can introduce additional differences in premium costs for the segments 
of the public utilizing the various plans. 

The operating statements reflect the economics which are possible 
under the group approach. On the other hand, not all people can 
qualify under group enrollments. There will still be people who re- 
quire individual enrollments. The increased cost of handling indi- 
vidual enrollments is indicated by the reports of all types of insuring 
organizations. 

Three areas come to mind in which additional study may be worth 
while. They are: (1) What can be done toward effecting reduction 
in premiums and enrollment costs for individual insurance; (2) what 
can be done by the voluntary plans to extend coverage to the lowest 
income groups, the young, the aged, the impaired, or other substand- 
ard risks, and (3) is it feasible or desirable for Government agencies to 
insure the needy by payment of premiums to the voluntary plans? 








CHAPTER V 
MEDICAL COSTS AND INSURANCE PROTECTION 


To what extent do medical-care insurances help people pay for their 
hospital, doctor, and other medical bills? 

The answers to this question vary from a comparatively small per- 
cent when all insurance benefits are measured against estimated total 
private medical-care expenditures for the country as a whole to a 
considerable amount when hospital insurance is measured against only 
hospital expenditures during a specified time period in the course of a 
single illness. The controversy around this question stems chiefly 
from (a) the limited factual data available on this subject, and (6) the 
wide variance of opinion as to the function of insurance and what it 
should cover. 

We believe this subject may best be discussed under two headings: 
(1) To what extent does insurance meet the costs of the specific items 
for which individuals are insured? (2) What are the total private 
hospital and medical expenditures for the country’s civilian popula- 
tion? What part of these costs are insurable, and to what extent 
does insurance meet these costs which are regarded as insurable by 
different schools of thought? 

} 


The factual information on the degree to which insurance meets for 
insured individuals the expenses of the specific items covered by their 
insurance is so meager that there is no difficulty in providing here a 
comprehensive bibliography on the subject. So far as we know, 
penned and unpublished, it is as follows: 

Costs of Acute Hospitalized Illness, by Theodora Wiprud and 
Isidore Altman, Journal of the American Medical Associa- 
tion, November 4, 1950. 

Blue Cross and Medical Service Plans, by Louis S. Reed, 
Federal Security Agency, 1947. 

3. Report of Committee To ’ Prepare Mortality and Morbidity 
Studies on Group Insurance. Transactions of the Actuarial 
Society of America, May 1948. 

4. The Adequacy of Surgical Expense Indemnity Schedules. 
Unpublished memorandum of Martin E. Segal & Co., 
September 1948. 

5. Unpublished data by Harry Becker, VAW-CIO. 

6. Health Insurance Plans Under Union- Management Agree- 
ments, by John M. Brumm, Labor and Nation, January- 
February, 1947. 

Health Insurance for Workers and Their Families by Barkev 
S. Sanders. Wages and Employment in the United States. 
W.S. Woytinsky and Associates, Twentieth Century Fund. 


(To be published.) 
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How Much Do Blue Cross and Blue Shield Health Insurance 
Plans Pay? by Frank G. Dickinson, Ph. D., director, Bureau 
of Medical Economic Research, American Medical Associa- 
tion, Bulletin 71, 1949. 
There may be other fragmentary treatments of this subject, but 
the above appear to be the most substantial. Since the findings of 
these studies have not elsewhere been assembled, we believe there is 
purpose in doing so here. We shall not endeavor to analyze their 
methodology or review their findings critically. We shall only report 
the substance of their conclusions. 

The first five of these studies deal with the proportion of the total 
hospital or surgical bills of insured individuals which are covered by 
insurance during a specified time period or for a specific surgical 
procedure. These studies are concerned with the hospital bill or the 
surgical bill for one episode in the course of a single illness. 

The Wiprud and Altman study is the most current and searching 
inquiry to date on this subject. This study covered private patients 
in 13 District of Columbia hospitals during the latter part of 1949. 
Its principal objectives were to obtain information on constituent 
costs of hospitalized illness, and the degree to which insurances meet 
these costs. The study covered a nonindigent group of 1,796 persons. 
While nonindigent, 67 percent had family incomes of less than $5,000. 
The authors comment significantly that the appeal of the nonprofit 
insurance plans is “mainly to persons in the middle income brackets; 
failure to belong to some plan is most frequent among the highest and 
lowest income groups. The latter may find the monthly premiums 
too high; the former may not feel the need for insurance.” The 
authors summarize their findings as follows: 


Data on a sample of 1,796 private patients admitted to general and allied special 
hospitals during November and December 1949 and January 1950 have shown 
the charges in the average hospitalized illness to be $285. The sum was made up 
of $131 in hospital charges, $109 in physician charges, $15 for anesthesia, $6 
for radiology, $10 for special nursing and $14 for other costs. 

In this sample 70 percent of patients subscribed to some form of voluntary 
insurance. Over half held membership in Group Hospitalization, Inc., and almost 
half of these subscribed also to the surgical and obstetric services of Medical 
Service of the District of Columbia. Seventeen percent held commercial cash 
indemnity policies. Members of Group Hospitalization, including those who 
belong also to Medical Service had all but 12 percent of their hospital charges 
paid through insurance. The Medical Service plan met 61 percent of the charges 
of those who had obstetric or surgical care. 

Thus, a considerable proportion of the hospital population was aided appreciably 
by membership in voluntary medical insurance of some kind. The data indicate, 
however, that there are gaps in service that should be studied seriously by those 
interested in forwarding the progress of insurance plans. The hospitalization plan 
may be said to serve its avowed purposes; those who subscribe to it have little to 
pay in charges for direct hospital services as they are customarily defined. The 
Medical Service plan’s coverage in this respect is not as complete. Because the 
physician can obtain additional payment from those whose incomes are above 
stated levels, a number of patients studied herein paid a substantial portion of the 
physician charge. As a consequence, the higher the income bracket the fewer 
the numbers of persons attracted to the plan. Membership by persons in the 
lowest income group is also small, probably because they are not able to pay the 
premiums charged. 

As for costs of medical care in general, the impression these data give is that 
the costs of such care when it requires hospitalization are high but not exorbitant 
in terms of what the patient receives today. Yet the cost of a single illness, it 
has been indicated here, is often beyond the capacity of the family to meet. 
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These authors found that patients holding insurance company 
policies (undifferentiated as to group or individual) received in benefits 
37 percent of their total hospital and physicians’ charges. 

Reed stated as of the period of his study, that— 

Figures for 20 plans (the majority for the year 1946, the others for 1944) show 
that the percent of the hospital bill covered * * * ranged from 62 to 86 
percent. * * * A large proportion of hospital charges not covered Represents 
the cost of better accomodations. Subscribers who took the accomodation 
provided by their contract had 77 to 95 percent of the bill covered. Those who 


took better accommodations than their contract provided had 43- to 71-percent 
coverage of the hospital bill. 


The other three studies in this first group of five are concerned only 
with surgical bills and the proportion of surgeons’ fees for specifie d 
proc edures which are covered by insurance. 

The study by the committee of the Actuarial Society covered on a 
Nation-wide basis 100,000 surgical claims on 7 major insurance 
companies in the year 1947. These companies underwrite 70 percent 
of the group surgical policies issued by ansurenc e companies. The 
objects of the study were to discover (a) the relative frequencies of 
different surgical procedures and combinations thereof, as well as 
charges for them with the purpose of adjusting insurance schedules as 
indicated by the findings, and (6) the extent to which the insurances 
met the costs of the surgical services for which the policies provided 
protection. The following table from their study represents the 
committee’s findings: 


Ratio of reimbursement to charges for claims in study of relative frequencies, omitting 
obstetrical benefits claims 


Average ment to total 


Type of patient schedule doctor 
maximur charges 
t! 1 
Percent 

Male employee d 150 | 
Female employee...- 14 tt 

Total, employees 148 4 
Wife - ; 132 
Male child ; we 132 
Female child 13 

Total, dependents 132 

Total ; ; ‘ , 143 


The Segal study was based on an examination of 3,537 claims for 
surgical benefits from insurance companies for the year ending 
April 30, 1948, among an insured group of 46,218 in light manufactur- 
ing, building trades, and service industries in the New York City 
metropolitan area. This study revealed that the costs of surgical 
procedures for which the group studied had some insurance protection 
totaled $325,913, and insurance payments totaled $140,896. The 
average claim was $87.49, and the average payment $37.82. Accord- 
ing to this study, therefore, insurance payments met on the average 
43. percent of claimants’ bills for the insured surgical procedures. 
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In passing it may be noted that the differing conclusions of the two 
inquiries just cited may derive from the fact that the Actuarial 
Society’s study was national in scope and the other studies were local 
and of a special group. 

It should also be noted that since the date of these studies and as a 
result of the Actuarial Society’s study, the basic insurance company 
schedule has been modified so that on business currently being written 
or rewritten a $200 maximum schedule is reported now to be replacing 
the $150 maximum schedule. This may result in providing benefits 
which meet a larger portion of the bill incurred, although the extent 
to which this is accomplished is not known. Surgical charges have also 
increased since the date of the study. 

Becker’s study of benefits to auto workers from the Michigan 
Medical Service (Blue Shield) was based upon interviews with em- 
ployees constituting a “random sample of a substantial statistical 
universe.” This study showed that insurance benefits paid 62 percent 
of the charges for specified surgical procedures for those persons holding 
such insurance. The average surgical fee was $103. The average 
surgical indemnity was $64, leaving the average balance of $39 to be 
paid by the worker. Mr. Becker comments that— 
the physicians participating in the Michigan Medical Service will accept its fee 
schedule as full payment only for families with incomes under $2,500. Today 
auto workers generally earn more than $2,500 per year. 

The study by Brumm is concerned with the proportions of bills 
covered by insurance benefits for broad classes of medical care (hos- 
pital bills, surgical bills, other medical bills) received by an insured 
individual durmg one illness. Brumm’s sample consisted of 200 em- 
ployees or their dependents, taken from the membership of a trade- 
union located near New York City, who had filed a claim for insurance 
benefits. The union members were covered under an insurance com- 
pany contract which included hospitalization for employees ($5 per 
day, period not indicated, and $25 for extras), surgical and cash dis- 
ability coverage for employees; and hospitalization ($4 for 31 days 
and $20 for extras) for their dependents. The date of the study was 
not specified, but was prior to 1947. The author states that “the 
results should be taken as tentative since this is only a limited study.” 
The following table taken from his article represents his conclusions: 


Ratio of various illness costs to insurance benefits received for persons indemnified 
by health and disability insurance policies 


Percent 

Ratio of hospitalization benefits to hospital expenses for employees - - - - - - 60 
Ratio of hospitalization and surgical benefits to all hospital and medical 

expenses connected with illness for employees. _..-..._-.------------- 32 

Ratio of hospitalization benefits to hospital costs for dependents--_---- - -- 48 
Ratio of hospitalization benefits to all hospital and medical expenses con- 

nected with tiness for Gepondenten <6. Soins ong ce cic oc 554-2 Se 21 


The studies by Sanders and Dickinson utilize ratios calculated from 
national averages. These ratios provide an estimate of the average 
degree of protection afforded by insurance against the burden of those 
medical expenses for which the individual carries some insurance. 

Sanders estimates that “in 1949 Blue Cross paid about two-thirds 
of the general hospital care costs of all its participants.”” He bases 
his calculation on “the fact that Blue Cross payments were about 
$10.80 per diem” in 1949, while per diem “expenditures of short-term 
nongovernmental hospitals were ‘$15.14’ for that year.” 
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The Dickinson analysis (covering Blue Cross and Blue Shield) is also 
based upon a ratio of two national averages, but this method utilizes 
per capita expenditures and benefits rather than per diem expenditures 
and payments as used by Sanders. Under the Dickinson method, the 
numerator represents an average insurance benefit per enrollee (for 
either Blue Cross or Blue Shield), computed by dividing its total 
benefit payments (for hospital or physicians’ services) by the total 
number of enrollees entitled to each type of benefit. The denominator 
represents the average per capita expenditure for hospital or physi- 
cians’ services, as the case may be, for the Nation as a whole. On 
this basis, Dickinson concludes that ‘‘Blue Cross pays four-fifths and 
Blue Shield pays one-half to three-fifths of the total hospital and 
physicians’ bills of the average family subscriber’! 

It should be noted that research on the ratio of benefits to medical 
expenses for narrowly defined insured items of care and on the degree 
of protection afforded by insurance against the burden of broad classes 
of medical expenses are both of fundamental importance. Additional 
research on these questions is desirable, especially intensive and 
definitive studies on the latter question. This would be an undertaking 
of considerable magnitude but if done for a representative sample 
of the total population grouped according to relevant indexes and ac- 
cording to the actual costs incurred, it would be of great value. 


DATA OF PRESENT SURVEY 


Data received directly by us in this survey from major insurance 
organizations do not add greatly to the sum of our knowledge on these 
points. 

The insurance companies do not have extensive information on 
the proportion of expenses for hospital care covered by hospital in- 
surance. An analysis of hospital bills under group insurance was 
made by a few companies for the first quarter of 1950, the purpose of 
which was to obtain continuation rates and not to find out the pro- 
portion of aggregate hospital bills paid. However, this study yielded 
the information that on approximately 7,400 employee hospital ex- 
pense claims, the benefits paid by the falimaines companies represented 

62 percent of the hospital bill, and on approximately 11,500 dependent 
eoaad expense claims, the benefits paid by the insurance companies 
represented 67 percent of the hospital bills. The insurance organiza- 
tions emphasize that the above is a partial study only, with limitations 
in the data and not necessarily representative of the entire business 
for the year 1950. As to surgical bills the insurance companies have 
no information other than the studies previously mentioned, which 
were conducted in 1947 and 1948, prior to the upward revision of their 
fee schedule. 

Using statistics drawn from the Dickinson analysis, the Blue Cross 
Commission reports that— 


it has been estimated that Blue Cross plans paid 84 percent of the total hospital 
bill borne by the average Blue Cross participant during 1947. 

For 1948 the corresponding calculation was 82 percent. Studies 
for the first 6 months of 1950 indicate that Blue Cross plans paid 
approximately 79 percent of the total hospital bill. The commission 


1 The figures used in this study contain some duplication between Blue Shield and Blue Cross benefit 
payments. 
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states that the latter percentage resulted from different kinds of 
studies, and while the above figures indicate a downward trend, it 
believes the opposite to be true. The commission also points to the 
fact that beginning in 1952 a standard for approval of plans will— 


provide that the most widely held certificate issued by each approved plan must 


cover a minimum of 75 percent of the amount billed for usual and customary 
hospital services. 


The Blue Shield Commission reports that— 


it has been estimated that Blue Shield medical care plans paid from 55 to 65 
percent of the physician’s bill (presumably for the insured items only) in 1947 
and 52 percent of the bill in 1948. Generally, the plans pay from 50 to 60 percent 
of the bill. 

The latter range is based on the Dickinson method. 

Kragmentary information from a few unions based upon small 

samples indicates various percentages of protection provided against 
costs of illness. In one instance it is reported that— 
the average claimant receives in insurance benefits about 45 percent of his total 
hospital expenses, while the surgical benefit schedule provides the average claimant 
with 30 percent of his surgical costs. 
In another instance, 67.5 percent of hospital bills were met by insur- 
ance, and in another about 70 percent. In a third instance, about 69 
percent of hospital bills are met, with about 45 percent of surgical 
payments so met. In still a fourth instance, roughly 66 percent of 
the hospital bill was met and 42 percent of the surgical bill. 

Using the general method outlined by Dickinson in the American 
Medical Association study referred to previously, we have made our 
own calculations of the average per capita private expenditures for 
general hospital or physicians’ services, and we have also calculated 
for each type of insurance or ganization the average benefit payment 
per capita for hospital or physicians’ care, as the case may be. The 
average benefit payment per capita has been computed by dividing 
total benefit payments in 1949 for each class of benefits (hospital, 
surgical, or surgical and medical) by the number of enrollees entitled 
to each class under the various types of insurance organizations. As 
the number of enrollees we have used the midpoint enrollment for 
1949, after reduction to allow for duplication. 

For the civilian population of the Nation as a whole in 1949, we 
found an average private expenditure per person for general hospital 
care of $13.70, while the average per person expenditure for all 
physicians’ services was $15.35. 

According to our calculations, Blue Cross paid average benefits of 
$10 per person to theirmembership. This is 73 percent of the average 
per capita expenditure for general hospital care. The corresponding 
figure for insurance companies was $6.90 per person or about 50 per- 
cent of the national average per capita general hospital bill. Since the 
difference between group “and individual insurance benefit payments 
under the insurance companies was very slight, we have combined the 
average benefits of the two. 

Similar computations were made for those insurance carriers pro- 
viding some protection against the costs of physicians’ care. It 
should be pointed out that in computing the percentages given below, 
the total benefits—whether for surgical insurance only or for surgical 
and limited medical insurance—are compared to total expenditures for 
all physicians’ services, surgical and nonsurgical, because data on a 
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Nation-wide basis are not available showing the costs of surgical 
services only. 

Our calculations show that Blue Shield paid average benefits of 
slightly less than $7 per person to their membership. This consti- 
tutes 45 percent of the average per capita expenditure for all physi- 
cians’ services. Group and individual insurance written by insurance 
companies paid slightly more than $7 per person to those having both 
surgical and limited medical policies. This represents about 46 per- 
cent of the national average per capita expenditures for all physicians’ 
services. For group and individual policyholders having protection 
against surgical costs only, insurance companies paid $4. 45 and $3.35, 
respectively. For group policyholders, this is 29 percent and for 
individual policyholders this is 22 percent of the average total of all 
physicians’ bills for both surgical and nonsurgical services combined. 
These percentages should not be confused with that proportion of the 
individual’s surgical bill for a particular illness which is paid by his 
insurance plan. These estimates are given for insurance companies in 
the studies by the Society of Actuaries and Martin E. Segal & Co.; 
for Blue Shield, in the study by Becker and the estimates of the 
Blue Shield Commission. All of these studies have been referred to 
previously in this chapter. 

For the independent plans our calculations show an average benefit 
of about $10 per person for the membership having hospital benefits, 
and about $14.25 per person for those having protection against the 
costs of physicians’ services. The percentages of average per capits 
expenditures for the Nation as a whole for hospital and physicians’ 
care are, in the case of independent plans, 73 and 93 percent, respec- 
tively. 

The general metbod used in these computations is, admittedly, 
open to “question, since there i is no way of knowing whether the costs 
for hospital and physicians’ services for persons insured in these various 
organizations corresponded in fact to the national averages. It 
seems reasonable to believe, however, that the average expenses of 
the population having some medical-care insurance were at least equal 
to the average expenses for the total civilian population, since insured 
persons are more concentrated in cities, where costs for hospital and 
physicians’ services are relatively high. If these expenditures are 
higher for those having some insurance than for the population as a 
whole, the method used may err on the side of overestimating the 
percentage of the average expenditure covered by insurance for the 
average insured person. 

Analy ses such as the above which depend upon large aggregate 
figures have a certain usefulness to illustrate very general points, but 
they have serious limitations as methods for appraising the adequacy 
of insurance benefits for the medical costs incurred by any individual 
or family. It would be extremely informative and constructive if 
surveys were undertaken, through the various groups concerned, 
which would (a) apply to a Nation-wide sample of hospitalized cases 
methods which measure precisely the proportion of the total bills for 
the various categories of service covered by hospital, surgical, and 
other types of medical i insurance; (6) obtain information on the costs 
of nonhospitalized illnesses for a representative Nation-wide sample 
of individuals and families grouped according to various relevant 
factors. 








78 HEALTH INSURANCE PLANS IN THE UNITED STATES 


CONCLUDING COMMENT 


While the above averages are roughly indicative it should be em- 
phasized that caution is in order in_ using and interpreting these 
percentages. They suggest a uniformity which is far from the case. 
Actually, there is a great degree of diversity both in terms of the 
benefits to which individuals are entitled and the extent to which the 
different plans provide coverage for these various items. Even for 
two individuals under the same plan, one might have practically all 
costs met, and the other might be left with a substantial bill to meet, 
depending upon their choice of accommodations, the nature and 
length of their illnesses, and other factors. 

The plans themselves vary greatly in conditions of coverage and 
benefits paid. One may provide a benefit which roughly meets but 
50 percent of the hospital bill. (A study in a Boston hospital, for in- 
stance, showed just this percentage of benefits paid by Blue Cross and 
insurance companies for ward patients in 1949.) Another plan, pro- 
viding benefits such as those in effect under the steel and auto con- 
tracts referred to elsewhere, may meet nearly the full bill. Each 
type of insurance organization, particularly the insurance companies, 
offers a variety of benefit schedules which are intended to allow the 
individual or group desiring insurance to make a selection based upon 
their needs and ability to pay. 

Another factor which should be noted is the effect of inflation on 
benefits where provided on an indemnity basis. If the purchasing 
power of the dollar is reduced, obviously the extent to which indemnity 
payments meet medical bills is correspondingly reduced. It should 
again be pointed out that the foregoing percentages are average for 
the Nation as a whole. In some parts of the country they would be 
higher, and in some parts lower, depending upon costs of hospital and 
medical services as well as upon ‘the benefits available from the various 
plans. 


2 


While facts on the preceding question are far from adequate, there 
is even less authoritative information on the more important and 
complex subject of the extent to which insurance benefits meet the 
total costs of medical care. Certain ingenious and potentially valuable 
approaches have been carried forward, but in our judgment these 
require more study and definition to provide grounds upon which 
meaningful conclusions may be reached. At the same time, figures 
representing total benefits provided under insurance, since they come 
mainly from the same sources, are not widely different, so that at 
least in this area there is a substantial degree of agreement. 

In this section we shall endeavor: 

(a) To describe certain methods of measuring medical care 
insurance protection against estimates of total private medical 
expenditures. 

(6) To set forth certain questions in respect of the items in- 
cluded in, or the basis for arriving at, estimates of private medical 
expenditures; and the need for definition of appropriate medical 
items for inclusion to provide an acceptable framework against 
which to measure insurance protection. 
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(c) To summarize, in the extremely limited degree possible, 
the extent to which insurances provide protection against total 
private medical costs. 


MEASURING INSURANCE PROTECTION 


There are two principal methods for trying to get some measure 
of the financial protection afforded by insurance against total medical 
costs. One method relates total insurance benefits to total private 
medical expenditures provided by the Department of Commerce and 
published periodically in the Survey of Current Business. A second 
method relates total insurance benefits to total private medical ex- 
penditures as estimated from studies of consumer expenditures, apply- 
ing the percentage of expenditures for medical care indicated by such 
studies to total expendable income for arriving at a national total for 
medical expenditures. These two methods and their findings will 
now be commented on further. 


RELATION OF INSURANCE BENEFITS TO DEPARTMENT OF COMMERCE 
ESTIMATES OF MEDICAL EXPENDITURES 


The estimates of medical expenditures by the Department of 
Commerce have been used by the Social Security Administration in 
an article measuring insurance protection against medical costs in 
1949, with modifications as indicated by the footnotes to the table 
later presented. While this article provides data also on loss of 
income and insurance against such loss, our interest here is only i 
medical care expenditures and insurance against those expenditures. 

The table setting forth private medical-care expenditures (exclusive 
of workmen’s compensation payments) as so estimated follows: 


Private expenditures for medical care in 1949 } 2 


{In millions] 








Cumulative 

Item Amount | total 
I IIR hk Oe oad be cake ba cesaebendde Geena $2, 267 $2, 
ET Ni pacha annwen dnqnnipecasacunsecnddesederesewssuucuseaness 32,085 
Se nt cick dle udenthaeanhwedawdia ] Painkhs 931 | 
Pe I co cunccntibeyeatacead aie pth oak eh aes acia tel 207 | 
Medicines and applic ances. ......-- aapentecaeds ‘ ; 1, 798 
Miscellaneous healing and curing profe ssions- ; : 283 
Administrative and other net costs of voluntary. insurance.__--- sae a 4319 





SoG ns Se IS I ik ona, crete dawendacddesccessdecccenee 4 


ned ae hed Cedascctindastaghéanwebcyscacivala oe ssveswdesiccwe se 7, 894 7, $94 


1 Based on data from Survey of Current Business, July 1950, p. 24. Excludes medical care expenditures 
for the Armed Forces and veterans and those made by Public Health and other Government agencies. See 
also footnote 3. 

2 Social Security Bulletin, March 1951, Federal Security Agency. 
3 Includes $250,000,000 (not in the source data) estimated to have been spent by patients for services in 
Government hospitals (general and special, mental, and tuberculosis). 


4 Total benefit payments through commercial and nonprofit insurance subtracted from total premiums 
and earned income. 


The article provides data on estimated hospital, medical and surgical 
benefits provided in 1949. The extent of the corresponding benefits 
paid in that year is set forth in the table below: 





2 Social Security Bulletin, March 1951, Federal Security Agency, Social Security Administration. 








80 HEALTH INSURANCE PLANS IN THE UNITED STATES 


Private expenditures for medical care and offsetting voluntary insurance payments 
through insurance companies and nonprofit plans in 1949 ! 


| Percent met 
att ; E Medical care | by voluntary 
Medical expenditures | expenditures | insurance 
benefits ? 
zk | 
| Billions 
Total priv: ate mation] care OOCtB. ou soi kiko se ss cs ce Sacckce ; $7.9 | 9. 7-10. 4 
Physicians’ and hospital services only x 4.4 317. 5-18.8 
Cost of services of physicians, hospitals, dentists, ‘and nurses, plus 14 cost of 
drugs and appliances, plus net cost of insurance__........-- 24 : 6.4 | 12. 0-12. 9 


i 





' Social Security Bulletin, March 1951. Federal Security Agency. 

2 Larger figure in each range calculated from estimates, which were arbitrarily increased to allow for pos- 
sible underreporting of insurance payments in the sources and for other possible or known omissions; the 
smaller figure calculated from the figures in tables 1 to 3, without such arbitrary inflation. 

3 Slight overstatement because total benefit pay ments include some payments for services other than those 
received from physicians and hospitals. 


In passing, it might be noted that the above percentages show an 
increase in protection from 1948 to 1949. In 1948, 8.2 to 8.8 percent 
was met by voluntary insurance, against $7.4 billion of estimated total 
medical costs as compared to 9.7 to 10.4 percent in 1949; and 15.1 to 
16.3 percent against physicians’ and hospitals’ services of $4 billion as 
compared to 17.5 to 18.8 percent in 1949. 


RELATION OF INSURANCE BENEFITS TO ESTIMATES OF MEDICAL COSTS 
BASED ON CONSUMER STUDIES 


A second method of arriving at an estimate of total private medical- 
care expenditures to provide | a framework for measuring protection 
afforded by insurance, is to apply a percentage assumed to represent 
the portion of individual income spent for medical care, based on 
studies of consumer expenditures, to total expendable income. Barkev 
S. Sanders has devised this method and it is discussed by him in a 
forthcoming publication.* 

Mr. Sanders reports that— 
various studies of consumer expenditures indicate that costs of medical care paid 
directly for families average about 4 to 5 percent of consumers’ expendable income. 
More recent studies cluster closer to 5 percent. 

Perhaps the most substantial studies in this field have been made by 
the Bureau of Labor Statistics of the United States Department of 
Labor. The latest published report of these studies covers Consumer 
Spending: Denver, Detroit, and Houston, 1948. Data for Denver 
were based on reports from 162 families and 32 single consumers; for 
Detroit, 353 families and 56 single consumers; for Houston, 208 
families and 27 single consumers. These studies supplement prior 
studies of medical-care expenditure of families as a percent of total 
expenditure and of total disposable income. Similar studies were 
made in 1917, 1929, 1935-36, 1941-42, 1944, and 1945-46-47. Mr. 
Sanders believes that the 5 percent used is a conservative estimate 
based on these repeated observations, taking into consideration the 
unmistakable upward trend in the percent of expenditure income spent 
for medical care. Mr. Sanders thus estimates that in 1949, $9,372 
millions were spent for medical care. This amount is about $1,500 





’ Health Insurance for Workers and Their Families, Barkev S. Sanders. Wages and Employment in 
the United States, W. S. Woytinsky and Associates, Twentieth Century Fund. (To be published.) 
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million more than the Department of Commerce figure as modified 
by the Social Security Administration. 

Total insurance benefits for hospital, surgical, and medical care are 
estimated by Mr. Sanders at $772 million for 1949. Measured against 
medical costs as above estimated, this protection comes to about 8.2 
percent. Hospital costs are estimated at $1,800 million. Hospital 
insurance benefits are given as $524 million, thus providing 21.1 per- 
cent protection. Insurance protection against surgical expense 
estimated at $1,450 million, comes to 12.8 percent. Insurance pro- 
tection of $63 million against all remaining medical costs estimated 
at $6,122 million, provides slightly over 1 percent protection. 


SOME QUESTIONS ON MEASUREMENT OF INSURANCE PROTECTION 
AGAINST MEDICAL EXPENDITURES AS PRESENTLY ESTIMATED 


The foregoing briefly describes present efforts to measure insurance 
protection against total medical costs. Obviously, the validity of 
such endeavors rests upon the acceptability of the items which have 
gone into making up these costs as well as the accuracy of the esti- 
mates. We are sure that those who have carried forward these 
endeavors are aware of the questions which remain to be resolved. 
Present estimates are doubtless employed quite simply because more 
authoritative estimates have not been developed. Since this is a 
subject of controversy, however, we believe it helpful to state here 
certain questions which we regard as necessary to consider in working 
toward a more acceptable framework for measuring insurance pro- 
tection. 

We believe the following points merit study: 

1. What portion of the estimated expenditures for physicians’, 
hospitals’, and nurses’ services pertain to care provided to persons 
who have tuberculosis, who are mentally ill, or who have some 
chronic or other illness which insurances do not ordinarily cover? 
Such other illnesses would include alcoholism, drug addiction, 
etc. In our calculations, for example, we have used the Depart- 
ment of Commerce’s estimates of private expenditures for i 
pital care, adjusted for private expenditures in public hospitals 
(an addition of 250 million) and also adjusted for private ex- 
penditures for tuberculosis and mental illness (a deduction of 
58 million). Are there other adjustments which should be made 
for physicians’ services? It should also be pointed out that the 
development of these estimates is only a small part of the annual 
compilation of national private expenditures for all purposes 
made by the Department of Commerce, and that their estimates 
as such were not specifically designed for the purpose of measur- 
ing medical-care insurance protection. 

2. What portion of total expenditures for medicines and 
appliances—a large amount as shown by the Department of Com- 
merce estimates—is validly connected with insurance protection? 
The item for medicines and appliances in these expenditures 
total $1,798 million. This is made up of the following two items 
according to the Department of Commerce figures: Drug 
preparations and sundries totaling $1,368 million, and ophthalmic 
products and orthopedic appliances totaling $430 million. Out of 
the total estimated expenditures for drugs and sundries only an 
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undetermined amount—possibly in the neighborhood of 35 
percent would apply to “ethical preparations for human use 
(products advertised or otherwise promoted to or prescribed by 
the medical profession)” and roughly a third of this 35 percent 
could be for vitamin preparations. The remainder of this 
estimated figure was for proprietary preparations—the expendi- 
tures for aspirin alone must be considerable—and an assortment 
of items such as preparations for pets and small animals, clinical 
thermometers, and personal safety devices such as safety kits, 
snake bite outfits, etc. As to “appliances,” the Department 
of Commerce figure includes such items as field glasses, telescopes, 
microscopes, etc.-not for considerable amounts, but inappro- 
priate in any amount as a portion of medical expenditures against 
which to measure insurance protection. 

3. The appropriateness of the item ‘Miscellaneous healing and 
curing professions” to medical care insurance should be considered. 
This includes chiropractors, chiropodists, and Christian Science 
practitioners. This item has not been included in the estimates 
of the total medical care bill used in this study in calculating 
the proportion of that bill covered by insurance benefits. 

4. What percentage of the expenditures for professional 
services and hospital care is made by persons of high income who 
may not be interested in having insurance protection? What 
proportion goes for private-room charges in hospital accommoda- 
tions which to a considerable extent must be regarded as an offset 
against payment at less than cost by ward patients? What 
percentage of the expenditures are for minor services which rep- 
resent a debatable matter as to whether they should or should not 
be covered by insurance? These are questions which must be 
considered in designing an appropriate yardstick against which to 
measure the magnitude of insurance protection. 

To some degree these same questions would apply in respect of 
calculations based on consumer expenditures for medical care. Some 
authorities believe that the latter method of calculation yields too 
large a total. 

In this connection the insurance companies have pointed out in their 
report that in statistical comparisons between national costs of ill 
health and insurance benefits, there should be, for such a comparison 
to be helpful, “‘some criterion as to the proportion of the costs of illness 
that desirably should be met by insurance benefits.”’ It comments 
that— 


To evaluate health insurance, however organized, in terms of indiscriminate 
aggregates or ratios—without detailed analysis of the nature of the various health 
expenses and of the various resources available for meeting them—represents a 
serious confusion of means with ends. 

There is urgently required some defined and generally acceptable 
itemization of medical expenditures relevant to insurance protection, 
and a review of the methods of arriving at estimates of expenditures 
for such items. The basis for such a review has been laid by the work 
of the Department of Commerce in compiling data on national income. 
To obtain more precise information on medical-care expenditures of 
various types a study specifically designed for this purpose would be 
required. 
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EXTENT OF INSURANCE PROTECTION 


There appears to be general agreement as to the total amount of 
benefits paid by medical-care insurance in 1949. There can be little 
disagreement on the considerable discrepancy between total medical- 
care costs and the proportion of these costs borne by insurance. We 
have previously indicated some of the items not covered by insurance 
which partially account -for this discrepancy. [Illustratively, insur- 
ance may not cover various forms of expensive chronic conditions, 
may exclude persons under and over specified ages, may omit members 
of the family such as dependent children over 18 and dependent 
parents, may limit the extent of service, may provide indemnity 
payments considerably less than the actual medical fees, does not 
ordinarily provide for nursing or dental benefits or psy chiatric care, 
may omit coverage for part of the needed treatment or for preventive 
or prophylactic services. Many of these items represent argumenta- 
tive matters—that is, whether or not insurance should endeavor to 
meet entirely these various medical bills. But in any event, there is a 
large area of medical costs not now insured against. 

While the very questions we have previously raised prevent us from 
coming to specific conclusions on the extent to which insurances meet 
medical costs, there is at least a range we can indicate between (a) 
the most inclusive estimates of total medical costs, with total medical- 
care benefits measured against these costs; and (6) an estimate of 
general hospital costs, plus costs of operation of hospital insurance, 
with hospital benefits measured against these costs. The first bench 
mark would represent all that the most ‘“‘comprehensive-minded”’ 
would include: in other words, the maximum in estimates of medical 
costs which, matched against insurance benefits, would show a mini- 
mum indication of insurance protection. The second bench mark 
would represent a possibly minimum estimate for one item, and 
correspondingly would show a maximum indication of insurance 
protection for that item. 

Using Mr. Sanders’ figures for (a) above $9,372 million estimated as 
total medical expenditures in 1949, we have 8.2 percent of insurance 
protection provided by insurance benefits totaling $770 million. 

Using a figure of $2,027 million for hospital costs (the Department 
of Commerce figure adjusted for private expenditures in public 
hospitals and for hospitalization costs of tuberculosis and mental 
illness), we have insurance protection of about 25 percent which is 
provided by hospital benefits of $530 million. 








CHAPTER VI 


MEDICAL-CARE INSURANCE AND THE INDUSTRIAL, 
RURAL, AND AGED POPULATIONS 


This chapter will be limited to an exploration of medical-care 
insurance as it relates to certain population groups—industrial, rural, 
and aged. We shall provide such information as could be accumulated 
during this study, but a special purpose is to indicate insurance 
problems still to be solved as experienced by these consumer groups. 

While we had hoped to gain in this present survey some picture of 
the economic characteristics of the insured population, as relating to 
income status and occupation, our findings on this subject are frag- 
mentary. The reader is referred to the ‘appended reports from the 
major insurance organizations which touch on this subject. We wish 
to emphasize here, however, the importance of adequate inquiry into 
this basically significant matter. If costs of insurance deter large 
groups of employed persons from obtaining the degree of protection 
they desire, then there is still to be confronted a fundamental insurance 
problem, together with the collateral problems of wage levels, pur- 
chasing power, and priority in family expenditures. Of equal signifi- 
cance, though in a different category, is the possible provision of 
medical care by prepayment arrangement to the needy and medically 
needy. This is a subject which we have not had the opportunity of 
studying adequately, but which, for any over-all view of medical-care 
problems, requires such study together with the related study of 
rovernmental activities in the field “of medical care. 


1. Tue INDUSTRIAL WorKER 


It is estimated that the nonagricultural and other than self-employed 
working population of this country in 1949 was in the neighborhood 
of 40 million persons. With dependents, this group would total in 
the neighborhood of 100 million. — ; 

It has been calculated by Barkev S. Sanders that the medical 
expenditures for this working population total between $5.9 billion 
and $6.6 billion in 1949—roughly, from $210 per household to $233 
per household.' This calculation is based on an application of 4.5 
or 5 percent, respectively, to expendable income of workers—a 
subject previously discussed and based on consumer spending studies. 
Of the roughly 100 million persons represented in these families, an 
estimated 53 million persons may have had hospital insurance pro- 
tection in 1949. The latter figure is an estimate representing 80 
percent of the persons in the country having hospital insurance in 
that year. 

Approximately $954 million in medical benefits, according to Mr. 
Sanders, were provided by insurance [including certain public pro- 

' Health Insurance for Workers and Their Families, Barkev S. Sanders. Wages and Employment in 
the United States, W. S. Woytinsky and Associates, Twentieth Century Fund (to be published). 
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grams, and particularly hospital care for veterans] in 1949. Applied 
to medical expenditures of $6.5 billion, this provides about 14.7 percent 
protection against the medical care expenditures of people working 
in industry. According to this calculation, this group of the popula- 
tion has protection to the extent of 51.9 percent of their hospital 
expenses, 15.4 percent of their surgical expenses, and 1.6 percent of 
all their other medical expenditures. 


ORGANIZED WORKERS 


Of the 40 million persons estimated to comprise the industrial 
worker population, about 15 million are organized in unions. For 
organized workers, there has been a definite acceleration in coverage 
by medical-care insurance during the last decade. An impetus was 
given to the growth of such insurance protection during the last war 
when national taxation and wage policies made such programs feasible 
and less expensive to employers. The number of industrial workers 
covered by collectively bargained pension or social-security benefits 
in mid-1950 was more than double the number covered in 1948, as 
shown by a study by the Bureau of Labor Statistics, United States 
Department of Labor.’ 

Of the approximately 15 million organized workers, the study just 
referred to covered unions with membership of about 13 million. Of 
the 13 million covered, 7,650,000 had some form of collectively 
bargained pensions or social insurances. Full data was not available 
on the extent to which the above insurance was for hospital and medi- 
cal costs. However, of 140 unions reporting such benefits, with 
membership of 6,500, 000 persons, there were 3,461,000 persons having 
hospital protection and 3,140,000 of these also had surgical and/or 
medical protection, representing 54 and 48 percent, respectively, of 
this group. For an additional 29 unions with membership of 4,- 
975,000, it was estimated on the basis of partial supplemental data 
that an additional 1,344,000 workers had some hospital insurance, 
and 1,253,000 had some surgical and/or medical protection. Thus, 
for a total of 11,475,000 workers, including both directly reported and 
estimated coverage, "4, 805,000 workers (42 percent) had some hospital 
protection and of these 4,393,000 workers (38 percent) also had some 
form of medical protection. Compared to the percentage of hospital 
protection for the population as a whole, the above figure appears low, 
but it was emphasized to us by the Department of Labor’s Bureau of 
Labor Statistics that the supplemental figures above represented only 
a partial breakdown of the total number of workers under health and 
welfare plans for the unions covered in the supplemental estimates. 
In passing, it is of interest to note the large proportion of those having 
hospital insurance also having surgical insurance. This proportion 
is conspicuously higher for organized labor than for the insured 
population as a whole. The unexplained variations between the 
results of the several studies cited indicate the lack of precise informa- 
tion in this and the serious need for further, careful investigation. 

Trends for the growth in coverage of medical-care insurance for 
organized workers are not available, but there is no doubt that they 
are upward in a pronounced and continuing way. Recent contracts 
under collective bargaining have covered large numbers of persons; 

3 Employee Benefit Plans in Collective Bargaining, Mid-1950, Monthly Labor Review, February 1951. 
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and in respect of hospital insurance, have made available practically 
full service protection for substantial numbers of workers. 


URBAN INDUSTRIAL WORKERS 


Another source of information on medical-care insurance protec- 
tion for urban industrial workers, though not necessarily organized 
workers, comes from the Research Council for Economic Security in 
its Nation-wide survey of employee-benefit plans.* This survey, made 
between June 1948 and December 1949, covers employee-benefit plans 
in 12 metropolitan areas over the country. All available names of 
firms in these cities employing 100 or more workers, were circularized 
by a questionnaire, and a sample was taken of firms with less than 
100 workers. Of all firms contacted, 34.7 percent returned the ques- 
tionnaires. The council believes that this survey presents ‘“‘a compre- 
hensive and detailed picture of the extent of employee benefit provi- 
sions in a large section of American industry.’ The substance of 
this survey in respect of hospital, surgical, and medical-insurance 
protection follows. The data are limited to employee insurance, 
with no specific information provided on the degree to which depend- 
ents of employees were covered. 

Hospital benefits 

Of the 6,845 reporting firms, 5,184, or 75.7 percent, had prepaid 
hospitalization plans covering 78.9 percent of their employees. There 
was a relatively narrow range in terms of percentage of employees in 
reporting firms covered by hospital protection as between Atlanta, 
with the lowest percentage, 65.3 percent, and Chicago, with the 
highest, 76.6 percent. Blue Cross was the major carrier. As to 
financing, employees paid the entire cost in 52 percent of the plans 
embracing 57.1 percent of the employees. In 70 percent of the firms 
reporting, employees were bearing more than 50 percent of the 
premiums. 


Surgical benefits 

A total of 3,200 of the reporting firms, or 46.7 percent, had surgical- 
benefit plans covering 49 percent of their employees. The range in 
terms of percentage of employees in reporting firms covered by surgical 
benefits as between cities was considerable, from 31.3 in Philadelphia 
to 65.1 in Salt Lake City. The insurance company was the leading 
carrier, underwriting 67.2 percent of the plans covering 66 percent of 
the employees. Blue Shield was next in size of carrier. The em- 
ployer paid over one-half of the cost for 54.9 percent of the plans cover- 
ing 41.2 percent of the employees. In 33.1 percent of the plans 
covering 42.7 percent of the workers, the entire cost was paid by the 
employee. 


Medical benefits 


Only 866 of the 6,845 reporting firms, or 12.7 percent, had plans for 
prepaid medical care in addition to surgery. This covered only 8.4 
ercent of employees. The range in terms of percentage of employees 
mn reporting firms covered by medical benefits in the different cities 
was from 3.5 percent in Pittsburgh to 32 percent in San Francisco. 
The predominant carrier was the insurance company. As to financing, 


8 Employee-Benefit Plans—Nation-wide Survey, Research Council for Economic Security, Mid-1950, 
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the firm paid more of the cost than the employee. For 65.2 percent 
of the plans covering 59.6 percent of those covered, the employer met 
over one-half of the cost. 

Some of the points which this survey makes might be summarized 
as follows: (a) a relatively high proportion of the urban working 
group has some form of medical-care insurance, mainly hospital in- 
surance; (b) quantitative coverage decreases markedly with a wider 
range of benefits—from a large proportion for hospital insurance to a 
very small proportion having protection against some part of their 
medical expenditures other than surgery; and (c) whereas the employee 
pays more than half of the costs for carrying hospital insurance, the 
employer pays more than half of the costs for surgical and medical 
protection. 


SOME INSURANCE PROBLEMS AS EXPRESSED BY UNIONS 


We have made a special endeavor to obtain from unions their 
experience and views in respect of medical-care insurance. Data on 
this experience on a current basis is not maintained by most unions 
because of their limited staff and because of the decentralization of 
reports on medical care insurance enrollment and utilization. Work- 
ing in cooperation with the national CIO and AFL offices, a question- 
naire was prepared and circulated to the internationals which are 
members of these organizations. In response to these questionnaires, 
some statement or report was received from 10 CIO unions, represent- 
ing a majority of the CIO membership, and 13 AFL unions. We did 
not expect to derive statistical data from this inquiry, but, rather, 
general material bearing on medical-care insurance problems as en- 
countered by this major consumer group. While a few responses 
indicated satisfaction, we are here deliberately emphasizing the prob- 
lems as directly reported to us. We are not evaluating them, but this 
statement of problems by unions in itself should be of value in indi- 
cating areas of insurance which need attention. 

Since the views here cited are all critical, representing none of the 
positive factors of present insurance plans, we believe there should be 
considered with this review such related facts as the steady growth 
of insurance among the industrial working population; the insurance 
companies operated by organized labor; the union plans or combined 
union-management plans functioning in many industries; and the 
increasing number of collective- bargaining agreements in the field of 
medical-care insurance with increasing employer contributions. Many 
of these collective-bargaining agreements have had a substantial 
influence in increasing the enrollment of medical-care-insurance plans, 
particularly Blue Cross and Blue Shield on a Nation-wide basis. 

It should also be pointed out that both the CIO and the AFL have 
adopted resolutions favoring a national compulsory health insurance 
program. 

The following are verbatim opinions on different insurance problems 
received from some union officials. 


Cost and extent of protection 


There was frequent expression of the high cost of insurance in terms 
of the benefits provided and the high and rising cost of medical care 
generally as against the insurance protection. Illustrative of the view 
are these statements: 
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Many of the programs * * *_ still leave unpaid sizable portions of hospital 
bills * * * especially where severe illness strikes there should be some pro- 
vision to handle the situation so that a worker and his family are not left destitute 
by the extremely high medical bills resulting from such illness, 


Costs bear no relation to wage rates and the lowest paid bracket of the industry 
pay as much per person employed as the highest. 


Plenty [insurance] available at exorbitant costs. If adequate and purchased, 
cost too high. 


Complete coverage too high for laboring classes. 


Under present set-up the cost is almost prohibitive for many workers and those 
who do have the plan pay for the unpaid hospital and doctor bills of those who 
do not belong to any plan. 


Costs are increasing at such an alarming rate, some of our members will be 
forced out of the Blue Cross and Blue Shield. 


Service and indemnity benefits 


Strongly expressed opinions favored the service protection rather 
than indemnity protection: 


General dissatisfaction with the limitations on indemnity in commercial 
insurance coverage for hospitalization because of the rising costs of hospital room 
and board and extras. We have example of individuals whose hospital costs 
mounted in the thousands and those claims * * * were settled for a few 
hundred dollars * * * the saving factor * * * is the service principle. 


Indicated trends are greater interest in those plans which provide service 
rather than indemnity. Group practice medical-care programs that will give 
comprehensive medical care on a preventive-medicine basis, await only the 
interest of the physician to become practical. This union is annoyed by the fact 
that its best efforts in collective bargaining in this field prove to be ways of adding 
to doctors’ and hospitals’ incomes as well as a small army of insurance-company 


functionaries, and are not directly to the full benefit of the individual worker 
and his family. 


Fees charged by medical profession 


In many instances, union officials noted the difference between the 
amount of insurance protection and the fees charged by doctors for 
the care covered by this insurance. 


In surgical insurance, the major complaint is the unwillingness of doctors to 
hold to the fee schedule. Even with raising the fee schedule, we have not seen 
any willingness on the part of doctors to attempt to stick to even high fee sched- 
ules. In community after community, we have seen the relative status of our 
people in respect to paying their surgical bills not improved by this tendency of 
doctors’ charges to increase as surgical fee indemnity insurance was installed. 
* * * We have appealed to doctors to work out reasonable fee schedules 
* * * which would be adhered to but the interest of local medical societies 
was negligible. 


It is to labor’s interest and to the interest of the entire community that hospital 
costs and medical fees not be raised to exorbitant levels merely because there is 
some type of insurance coverage to handle part of their bills. 


Excessive fees * * *,. Employees who earn over $2,500 must pay the 
doctor over and above what he collects from Blue Shield. 


Doctors are all familiar with the plan and usually ‘‘tack on” a little extra. 
Limitations, exclusions, etc. 


Prevalent in the views expressed was dissatisfaction on the limited 


range of insurance protection and the various exclusions which 
obtained. 


Limitation of visits * * * created * * * low use of insurance * * *, 
Unduly conservative safeguards because of * * * fear that doctors would 
take advantage by having needless visits scheduled. 
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Insurance not doing the job when it comes to a larger illness, especially if owner 
of policy is making more than $3,000 a year. 


Insurance should take care “of a man who has a very long illness that could 
clean him out.” 


Members ‘‘feel that they have to carry too much in many policies to get average 
coverage.” 


Waiting period is obnoxious and creates controversy. 
Lay-offs, changes in location of work, retirement, ete. 


Various problems obtain in respect of continuance of insurance 
protection when workers are laid off, retire, change their work or 
location, etc. While insurance organizations are beginning to ex- 
periment to meet these problems, we believe the following comments 
are of pertinence. 


Insurance companies have been reluctant, without higher premiums, in provid- 
ing the kind of coverage during lay-offs we need. The best we have is 3 months’ 
extension after the worker is laid off, with the full premium continuing. We re- 
cently negotiated a clause for 6 months coverage in Pennsylvania and no insur- 
ance company has been secured to date who will cover this group. The same prob- 
lems prevail with retired workers, where insurance is generally not available ex- 
cept through Blue Cross. If the worker changes his occupation or location of 
work we have found that only Blue Cross gives him an opportunity to continue 
coverage as an individual. 

Lay-offs: Except for those employees who are covered by Blue Cross pro- 
grams, once an employee leaves the plant for whatever reason his coverage under 
the hospital and surgical benefit programs usually terminates after a 31-day 
period. This same provision in almost every case applies to employees who 
retire. Employees once out of the plant have to pay somewhat higher rates if 
they wish to continue their Blue Cross or Blue Shield programs. Many of the 
insurance company plans * * * make no provision whatsoever for a con- 


tinuation of the protection once the employee is no longer a part of the work 
force of the plant. 


To change jobs means loss of insurance. 


When members change location, are laid off or retire ‘‘they immediately lose 
the benefits.” 


The above-indicated problems represent ‘‘the main reasons we have been 
unable to establish [insurance] through this union.’ 


Handling of complaints 


A number of unions expressed dissatisfaction with the handling of 
complaints under their medical care insurance. 


The local office will not handle them. You have to contact the State office by 
mail and this takes a considerable amount of time. 


No recourse but to accept payments. 


We have had little success in many complaints. They always answer our 
letters but very rarely do anything more. 


Representation on policy-making boards 


Save for consumer operated medical care plans, to some degree 
Blue Cross and, of course, insurance companies operated by labor, 
concern was expressed in the lack of labor representation on policy- 
making groups of insurance plans. 


We know of no representation on Blue Shield and insignificant on Blue Cross. 


To protect the interest of the entire community in this area, it will be essential 
that labor members and public members be represented on the policy-making 
boards of the organizations handling the insurance. Through such representation 
periodic evaluations can be made of the charges of both hospitals and doctors in 
a community. Reports to the public on the adequacy of such charges should 
have a powerful influence on keeping them on a fair and equitable basis. 





90 HEALTH INSURANCE PLANS IN THE UNITED STATES 


Attempts to achieve representation * * * have been few but where they 
have been made, there has been no willingness on the part of the organization to 
respond favorably. 


Not enough [representation] control by medical men and businessmen. 
Other problems 


Various other questions were raised of interest to note here, indica- 
tive of insurance areas where study is needed and where there may be 
problems to work out. 


The —_—_—___ industry is mainly in smaller communities and a limited range 
of medical skills prevail in these cities. 


There is no plan in effect anywhere in our jurisdiction which touches whatso- 
ever on the field of preventive medicine. It is a practice of our members, there- 
fore, to wait until an operation is a matter of life and death, thus making it possible 
for them to take advantage of existing plans. In many instances if it were pos- 
sible for the members to have expert medical care when it is first needed, medical 
costs would be much less than when the member is forced to wait until he is flat 
on his back. 


* * * lack of adequate hospital facilities. No collective bargaining arrange- 
ment is meeting this problem adequately. 

Many small employers cannot afford to give [insurance], so many workers have 
no protection. 


CONCLUDING COMMENT 


The foregoing comments, while they are not derived from a scientific 
opinion survey, signify the need for consideration of the problems 
indicated: study to determine their prevalence and, if found to repre- 
sent serious and widespread problems, then attention directed to- 
ward their solution. These are subjects which cannot be adequately 
considered without extensive and intensive investigation and field 
work. 


2. Rurat PoprpuLaTIon 


Almost 54 million persons, or 36 percent of the country’s population, 
live in open country areas or villages of less than 2,500, according to 
the 1950 census. A large additional number live in small towns of 
less than 10,000 with much the same medical resources and problems 
as the strictly rural populace. The importance of this population 
group in considering medical care insurance is obvious, particularly 
since its insurance coverage represents much less than its proportionate 
share in comparison with the urban population. 

While the information we have obtained on rural health needs is far 
from conclusive, it nevertheless has some significance and suggests 
problems which involve further study. In this section we shall: (1) 
provide such factual data as have been received from insurance carriers 
on rural coverage; (2) set forth views on medical care insurance as 
received by us through cooperative efforts with the major farm groups; 
(3) describe other studies regarding medical care for rural citizens; and 
(4) list basic questions which our inquiry indicates require further 
exploration. 
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RURAL INSURANCE COVERAGE 


In general, the records of major insurance organizations are not 
adapted to provide statistics differentiating between rural and urban 
coverage. Even the enrollment figures by States provided by the 
insurance companies are approximations. Blue Cross and Blue Shield 
endeavored to obtain some data on rural coverage, but in submitting 
this material stated that it was doubtful if any two of their plans used 
the same definition in arriving at the number of “rural’’ persons 
covered. 

Although there has been no attempt in this study to evaluate the 
different needs of the rural and urban population groups, it is apparent 
that rural citizens have proportionately less medical-care insurance 
protection than the urban population. Table 3, and figures 8 and 9 
illustrating this table, seem clearly to validate this generalization. 
When the States are grouped according to percent of the population 
that is urban, the number of persons per 1,000 population having 
hospital insurance in the most rural States is 267, while in the most 
urban States this ratio is 508. The number of persons per 1,000 
population having some form of surgical, limited medical or com- 
prehensive medical insurance is 196 in the most rural States and 309 
in the most urban States. The role of each of the major insurance 
- anizations in coverage of the rural population is commented on 

elow. 


Insurance companies 


The insurance companies sell relatively little group insurance to the 
rural population. The bulk of group insurance is issued to employers, 
employees, or unions where collections can be made by payroll deduc- 
tions and where enrollment is in groups of 10, 20, or more. In rural 
areas the employee group is th a a small one or, if sizable, it is a 
migratory crew for whom the farm owner or farm manager feels little 
sense of continuing employer responsibility. The mechanics of pay- 
roll deduction would obviously be complex. There is evidence that 
rural families have not been accustomed to the use of hospital facili- 
ties as much as urban dwellers, possibly because of more reliance on 
self, family, and neighbor help. There are numerous other factors 
which account for the sparseness of group coverage in rural regions. 
These include: a widely scattered population; the frequent absence 
of close-knit social and economic groups; the relatively low cash in- 
come of the farm population; the inaccessibility of medical facilities 
and personnel, which not only means that insurance protection is less 
valuable but also that the rural citizen is less familiar with the medical 
care for which he is expected to purchase insurance. These are some 
of the major reasons why group coverage, in particular, is difficult to 
obtain in rural areas, and is not extended through insurance companies. 
Individual policies are, of course, available to rural people, but no 
extensive information is available as to the number of policyholders 
who live in rural localities, and there would be difficulty in obtaining 
such an estimate. The insurance companies report that in a sample 
study of individual policy buyers of hospitalization insurance, 14 
percent was purchased by farm proprietors and farm laborers which 
groups constitute 18 percent of the population. 
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The number of policies issued by those insurance organizations 
which are sponsored by the major farm associations (such as the 
Hoosier Farm Bureau Life Insurance, the Ohio Grange Mutual 
Casualty, the National Farmers Union Life Association, the Ohio 
Farm Bureau Mutual Insurance and others) are included in the 
statistics showing coverage through insurance companies. The 
action of these farm groups in undertaking to formulate their own 
insurance policies is indicative of their desire for medical care insurance 
designed to meet their needs. 


Blue Cross and Blue Shield 


The extent of rural enrollment in these plans can only be estimated. 
However, in rural areas Blue Cross is probably the largest single 
insurer providing protection for hospital expenses. In many states 
members of the Farm Bureau and the Grange, in particular, use their 
existing associations to qualify for group enrollment in Blue Cross or 
Blue Shield. More recently, community enrollment has been offered 
by Blue Cross, sometimes in combination with Blue Shield. This 
means that campaigns are conducted in separate communities—a 
town or county—usually with the requirement that a certain per- 
centage of the eligible population be enrolled within a certain campaign 
period (1 week, 1 month, etc.). Periodically, ‘‘the group” so enrolled 
is reopened for additional memberships. Sixty-one of the eighty-four 
Blue Cross plans in the United States offer some form of nongroup 
enrollment such as the foregoing. The remaining 15 plans do not 
offer any form of nongroup enrollment. Most of these nongroup 
enrollment programs were first undertaken between 1944 and 1949. 

According to the estimates of Blue Cross plans, approximately 8.1 
percent of their total enrollment in the United States in 1950, or 
2,684,080 persons, came from rural regions. In 1946, the proportion 
of rural residents in Blue Cross was about the same; they accounted 
for 7.8 percent of Blue Cross coverage. ‘These percentages may be 
compared to the 36 percent of the total United States population that 
isrural. For Blue Shield the proportion of total membership residing 
in rural regions is even less than that of Blue Cross. Estimates made 
in 1950 by the Blue Shield Commission indicate that about 5.7 per- 
cent, or 798,093 of their enrollment are rural people. 


Independent plans 


Data were not available on the extent of rural coverage by inde- 
pendent plans. However, some of these insurance organizations have 
been able to extend enrollment to the rural population in various 
ways. For example, throughout Minnesota and Wisconsin a sub- 
stantial number of farmers buy such medical-care insurance on a 
group basis through their cooperative creameries which deduct the 
insurance premiums from checks being mailed to the farmers for their 
milk. In other instances, rural enrollment on a group basis has been 
built around a cooperative elevator, a supply cooperative, or a local 
bank. 

In 1949 there were 24 rural health cooperatives in 10 States operating 
their own prepayment plans for medical care. Some of these co- 
operatives were well-established enterprises, with their own clinic and 
hospital facilities. Others were just beginning their prepayment 
plans. An additional group of 30 health cooperatives had not in- 
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stituted prepayment arrangements but were in active operation 
including 19 who were setting up or planning for health centers. 

While these rural health cooperatives are small, and probably 
account for less than 12,000 family members including about 40,000 
persons, the importance of their voluntary effort in attempting to 
solve their health problems should be recognized. Four of these 
twenty-four rural prepaid co-ops have operated for 6 years or longer; 
one has been in operation since 1931. Health services were almost 
nonexistent in some areas where cooperatives were formed before the 
local people took this initiative. For example, one-third of the 
cooperatives studied operated in counties with no other hospital or 
where there were fewer than 2 hospital beds for every 1,000 persons. 
Several were formed in counties which had no doctor at the time the 
group was organized and were instrumental in attracting doctors to 
the area. 

The problems reported by these rural cooperatives are worthy of 
note, namely, lack of purchasing power to meet costs of construction 
and equipment as well as to meet initial operating costs; difficulty in 
getting and keeping doctors and other health workers in a rural area, 
particularly in view of current personnel shortages aud intensified in 
some areas by medical opposition to health cooperatives; lack of 
understanding of family health needs; and insufficient information on 
how to attain comprehensive medical service in a rural region. In 
many States legislation effectively bars the incorporation of health 
cooperatives and this initial problem prevents any development of 
cooperative prepayment plans by the rural consumers of medical care. 







VIEWS FROM FARM GROUPS ON MEDICAL CARE INSURANCE 































All of the three major farm organizations, the American Farm 
Bureau Federation (1,449,000 family members), the National Farmers 
Union (200,000 family members), and the National Grange (500,000 
family members), support the principle of contributory “health in- 
surance. The Farm Baten is on record as favoring voluntary licis 
only; the Grange would accompany voluntary insurance with supple- 
mentary tax funds to finance services for that segment of the popula- 
tion which cannot afford to pay its own way; and the Farmers Union 
advocates the adoption of a compulsory national health insurance 
program. 

In cooperation with these major farm organizations, an effort was 
made to obtain through their State affiliates some picture of medical- 
care insurance as experienced and viewed by them. Questionnaires 
were circulated and responses received from 31 State branches of the 
Farm Bureau or the Grange. This cannot be taken as a representa- 
tive sample of rural people, the majority of whom do not belong to 
any farm organization, nor as a completely accurate sample of “the 
members of the organizations. Nevertheless, the views and opinions 
expressed convey impressions of a part of the yural population toward 
different aspects of medical-care insurance. Some of the comments 
received are quoted below, particularly those which discussed the 
problems encountered. 
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Availability of insurance 

Some respondents pointed out their special efforts in making 
insurance available and some of the difficulties faced. 

In the beginning enrollment was only on a group basis and was confined prin- 
cipally to industrial groups. Several plans were tried for enrolling the rural 
people but no satisfactory method was found. Then in 1944 the rural people 
themselves came to Blue Cross with an idea and together a plan was worked 
out that would give them an opportunity to enroll on a good cross-section basis. 
This was accomplished by means of the county health-improvement association 
* * *, Membership is extended to all rural people * * * to provide the 
“group” requirements of Blue Cross. 


It is a problem of education and not one of having the insurance available. 


We anticipate a full-time employee for the purpose of conducting county 
campaigns and creating interest among county farm bureaus. At the present 
time, local county offices collect premiums and assist in enrolling farmers in the 
Blue Cross plan. 


It works out fairly well in some localities. One weakness is the necessity of 
someone, and sometimes of several persons, spending time and energy to organize 
a group and keep it going. Farmers who are fairly well-to-do can often avoid 
loss of time and expenditure of energy by carrying their own insurance, i. e., 
relying on regular medical and hospital service. 

Adequacy of benefits 

In commenting upon the relative adequacy of the benefits available, 

the farm people stated, 


Adequate if income permits their use. 


Generally the benefits of the group hospitalization program now available to 
farm people do a lot of good although in many cases the benefits are not adequate. 
Our group program was inaugurated in 1943 and the benefits from the program 
were adequate at that time. However, due to the rising cost for medical care our 
benefits do not do a good job. 

No preventive program. 


The benefits of available health insurance coverage are fairly adequate for the 
large middle class group of farm people. They are too expensive for the lowest 
income group and do not offer enough coverage for the top income group. I 
would say that generally the Blue Cross-Blue Shield coverage is generous in pro- 
portion to the premiums paid. 


Lack of hospital facilities makes medical care important in the home. This is 
not covered by most plans. 


No hospital facilities within reasonable distance of many of our farm people; 
therefore they are not interested in hospital coverage. 


Representation on insurance policy-making bodies 

In answer to the question, “‘Are farm people represented on the 
policy-making bodies of insurance companies or plans in your State?”’, 
some of the answers were— 

This is a decided weakness. 


Farm people are represented * * * because the organization is wholly 
owned by the farmers in the State. 


We know of no instance where the farm people are represented on the policy- 
making bodies of insurance companies of our State. 


Farm people have either direct representation or direct influence on manage- 
ment boards of Blue Cross or Blue Shield plans. 
Cost of insurance and extent to which insurance meets medical expense 
_ It is difficult to measure the amount of protection provided by 
insurance plans in relation to their cost, but these comments were 
noted. 
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Generally speaking, the farm people are very satisfied with coverage afforded by 
such health plans as Blue Cross and we find it offers a savings of from $10 to $12 
over commercial plans annually. We find that the greatest weakness is due to 
high cost of acquisition among farm people * * *. We believe it is highly 
improbable that more than 50 percent of farm families will enroll in any type of 
voluntary health plan. 


The cost of most plans is beyond the average farm family’s means. Those with 
greatest need usually do not have insurance while those more able to pay in any 
event have this protection. 


If cost can be kept to a reasonable amount, ii should not be too difficult to get 
most of the families to participate in voluntary service. 


We find many of our members enjoy the small premiums we are charging, but at 
the same time they are disappointed when they go to a city specialist for an opera- 
tion and our reimbursement will be only half of what he charges. 


They differ by company; generally they cover from 50 to 80 percent of the bill. 
Other comments 
Among the other interesting comments received were the following: 


Our chief problem is to secure doctors for rural communities because of the 
tendency of doctors to gravitate toward urban centers. 


We do not feel that the farm family is the preferred risk for hospitalization for 
several reasons. These are (1) farming is a hazardous occupation; (2) most 
farmers are not covered under workmen’s compensation insurance while working; 
(3) farm families are, on the average, larger than urban families. 


Voluntary programs, properly conducted, afford best means for rural health 
improvement. 


One farm organization submitted a report on their members’ utilization of Blue 
Cross and pointed out that according to this study the average cost to Blue Cross 
for the rural enrollment was greater than the average cost for the membership as 
a whole. 


Additional study should be given to some type of voluntary insurance supple- 
mented by other funds which would allow the groups with low income better 
hospital and medical services. 


The National Farmers Union, in reporting on their own medical-care insurance 
plan, the Triangle Insurance program covering 44,000 people from their 200,000 
member families, stated—‘‘Rural people * * * have the greatest difficulty 
in taking advantage of a group health plan. We have the machinery of our 
Farmers Union locals through which to work and yet find it extremely difficult 
to maintain an adequate health-insurance program for rural people. The reasons, 
of course, are that most farm families are financially unable to pay full coverage 
costs and so are apt to feel they pay out asum of money for Triangle coverage and 
in event of illness they must pay out still more. This is true of any group health 
policy. In addition to this, there is very little point in carrying a health insur- 
ance policy in an area where you have neither hospitals, nor doctors, nor nurses 
available to you, and this is the case with a great many of our members. The 
answer, of course, is that voluntary health insurance is not the answer. It costs 
too much. Only when there is large enough coverage can the costs be brought 
down to the place where low-income people can have an opportunity to protect 
their health.” 


OTHER INQUIRIES ON MEDICAL CARE INSURANCE FOR RURAL PEOPLE 


A number of other inquiries have been conducted on medical-care 
insurance for rural people. Studies made by the agricultural experi- 
ment stations of four State colleges are commented upon below. 
Each of the studies suggests caution in basing generalizations for 
the Nation as a whole on the limited number of cases contained in 
the sample. 
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A survey published in 1950 presents interesting information on 
health needs and health care throughout the State of Michigan 
(exclusive of the county in which Detroit is located). The data from 
this study indicates that more unmet health needs * and disability ° 
exist in rural areas of the State than in cities. The study also measured 
the extent of participation in prepayment plans as shown in the table 
below. It should be noted that the extent of medical-care insurance 
protection in the State of Michigan is above the average for the 
country as a whole. 


TaBLE 11.—Percentage of families participating in prepayment plans, by type of 
insurance and by type of area together with percentage of families in which all 
eligible family members were covered by prepayment arrangements, Michigan, 1948 


gS — - — 7 rele 


1 

| Percent of 
| families 

| | in which 
Metro- Urban i Total | Prepayment 
| 


Rural politan 


| | included 

| all eligible 
| members of 
| family ! 


Hospitalization. i j | 59. é 34.1 
I I a | ata iiemamiennddih | 2. 4 57.8 | 3 51.2 | 29.2 
Medical insurance other than surgical 20. : : .2 | 12.6 


1 Calculated by dividing total number of families included in this part of survey by percent of cases in 
which all eligible members were included, which was 57.7 percent of families having hospitalization insur- 
ance, similarly for medical and surgical insurance. 


The findings of four studies ’ in three other States (North Carolina, 
Pennsylvania, and Virginia) regarding the proportion of families or 


persons enrolled in a prepayment plan of some type appear in the 
following tabulation. Again, because of the fragmentary nature of 
data it is difficult to comment upon these studies. 


North Pennsyl- | Pennsyl- | y;.o:,:, 
Carolina vania vania | Vireinia 


Percent of population sample that is rural , 100 50 | 60 | 100 
TR hin ann D hak ys Roddie seaindia nese s bees é 1948 1948 | 1949 | 1949 
Percent of rural families having prepayment for— 
Hospitalization............... rnin eis raed 3 110 1 47 | 
Surgical or medical care ‘i 7 3 15 19 | 





1 Percent of persons. 
QUESTIONS FOR FURTHER STUDY 


While substantial benefits are rendered by the various voluntary 
prepayment plans serving the rural population, we do not know 
either the exact extent of their rural enrollment, the character of the 
benefits provided, or the proportion of the total bill for health care 
which is covered. As previously stated, however, the available data 
on these points indicate that the rural population has considerably 
less than its proportionate share of medical-care insurance protection. 

‘ Hoffer, C. R., Gibson, Duane L., and others, Health Needs and Health Care in Michigan: Michigan 
State College, Special Bylletin 365: East Lansing, June 1950. 

$ As measured by the percent of the population having one or more symptoms untreated by a physician. 

6 As measured by the percent of the population losing one or more days work because of illness during 
previous 6 months. 


7 North Carolina State College, Raleigh, Bulletin No. 363; Pennsylvania State College, Bulletin 504 and 
Bulletin 517; Virginia Agricultural Experiment Station, Blacksburg, Rural Soc. Rept. No. 75. 
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Further exploration of the status of medical-care insurance for rural 
people is obviously needed. 

This inquiry, collateral sources, and other surveys all tend to confirm 
the ee for study of the following questions: 

To what extent does the lack or inaccessibility of facilities 
pi personnel restrict the development of prepayment programs 
in rural areas? How can existing inadequacies in personnel and 
facilities be overcome? For example, how can doctors and nurses 
be attracted to practice in rural areas? 

2. Can distance barriers be overcome so that the actual value 
of an insurance contract for the rural citizen is equivalent to the 
value (quantitatively and qualitatively) for a city dweller? How 
can some of these barriers be removed by regional planning? 

3. How can an educational program to develop greater health 
consciousness and to obtain broader use of the prepayment prin- 
ciple be conducted in rural areas? 

4. How do existing legal restrictions affect the establishment 
of pees plans by consumers in rural areas? 

What is the effect on rural enrollment of the relatively 
iow farm-family income in some areas, particularly in the South 
where the rural population, including a high proportion of rural 
Negro families, is concentrated? 

6. What is the effect on rural enrollment of the variability 
of rural-family income resulting not only from changing economic 
conditions, such as periods of inflation and depression, but also 
from such hazards as weather conditions, insect infestations, and 
other uncontrollable factors? 

7. Can the migrant population of agricultural workers be 
served through application of the prepayment principle? 

8. Are coverage and benefits adequate for the various age 
groups—particularly for older people and the very young, who 
constitute a large segment of the rural population? 


3. AGED PopuULATION 


Insurance protection to persons 65 and over is of special importance 
in our aging population. Underwriting considerations in voluntary 
insurance, because of the prevailing view that older people have 
unusually large medical needs, have imposed limitations on such 
protection. While these limitations have in recent years been some- 
what liberalized, there still remains a considerable problem to be 
solved. The aged are also often prevented from obtaining protection 
through dependent family arrangements by definition of a family 
under insurance laws which usually exclude dependent parents from 
group dependent coverage. 

The data submitted to us on the status of the aged under current 
insurance are by no means conclusive. This subject, too, must be 
looked upon as one requiring further study. Yet there are some 
interesting indications, and they are presented herewith. 


INSURANCE COMPANIES 
The insurance companies have very little information in respect of 
age breakdown on their group policies. Since most group policies 
require 75 percent enrollment of eligible employees, the insurance 
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companies believe that the age composition of group enrollment would 
be approximately the same as for industry as a whole. 

As to individual policies, age data are generally recorded, but since 
there is little occasion to develop age classifications, there is very 
little information on this subject on individually held insurance either. 

One sample study of 9,162 individual accident, health and hos- 
pitalization policies issued during September 1949 by 31 companies, 
provided, the following data: 


TABLE 12.—A classification by policyholders’ age! of a group of newly issued 
individual policies providing hospital-expense benefits 


| 

Percentage of 

Percentage of 1940 United 
ac total policies | States popu- 
Age group fesuedto | lation (ages 
adults 18 or over), 
in indicated 

age group 


Under 25 ox mckdbe 
I oe suf 24 
35 to 44._.......- : : Meee ece md a heated : 20 
45 to 54... be oti das eset OCS. 1S ee ores tee 5 17 
55 and over = . ocala ide Se Re men beaded 22 | 21 


18 


aoe natn ok aac clas cols oe nag eda buenencet oes : 100 


1 Data from Life Insurance Agency Management Association. 


No data are available to show age distribution for surgical and 
other medical care policies in force. However, a sample study in Ohio 
(1950) of 175,565 policies under 16 companies providing weekly or 
monthly benefits for loss of time, gave the following data: 


TABLE 13.—A classification by attained age of policyholder of a group of individual 
health and accident policies in force in Ohio providing weekly or monthly benefits 
for loss of time 


| 

| Percentage of 

| 1940 United 

Percentage of | States popu- 
Age group | total policy- | lation (ages 

holders 18 or over), 

| in indicated 
| | age group 


Under 25 years. ........- peccnedis lceiaitdaR ia iia ae 9 18 
25 to 39 years. Ee ee = . | 31 34 
40 to 54 years. ss 545 40iteus — janbibdabebae Par 42 27 
55 years and over nt nen qantas bine tatels ; as ee esi 18 | 21 


I ahscant aatick nc asin git T te sadist cect Bin ache ph cininiruinn batted: baaatieniain tn aol 100 | 100 





While discrepancies reported in the above studies between the per- 
cent of aged covered compared to the percent of the aged group in 
the population as a whole is not great, yet it must be noted (a) the 
above data do not provide information specifically on those who are 
65 and over, and (6) the latest census data are for 1940, since which 
time the aged population is known to have increased. It should also 
be noted that while there has been some liberalization of the age factor 
in individual insurance, there remains a significant percentage of 
companies where an aged person may not take out a policy, or if he 
has a policy, renew it. 
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BLUE CROSS AND BLUE SHIELD 





In respect of age for permitted initial enrollment in Blue Cross, 
the 82 plans listed in the 1951 Guide reported as follows: 
Fifty-five plans have no age limits for the subscriber who joins 
as a member of a group, but 20 qualify this by establishing age 
limits of 65 or 66 for nongroup enrollment (16), including rural 
or community enrollment in two plans; or for dependents (2); or 
for unemployed subscribers (2). 
One plan has an age limit of 60. 
Twenty-three plans have age limits of 65 or 66. 
Three plans have age limits of 65 for group and 60 or 56 for 
nongroup enrollment. 

Since enrollment in Blue Shield is frequently limited to Blue Cross 
members, such age limitations as obtain under Blue Cross would 
usually obtain also for Blue Shield. 

Both Blue Cross and Blue Shield endeavored to assemble informa- 
tion on the age breakdown of their membership for the purposes of 
this study. While not complete, we believe these data to be of signif- 
icance in indicating the proportionate undercoverage of the aged 
population. The table below shows for the States indicated the per- 
centage of the State population 65 and over (1940 census) and the 
percentage of Blue Cross and Blue Shield membership in this aged 
group. 


TaBLE 14.—Percent of State population over 65 (1940) compared to percent of Blue 
Cross and Blue Shield enrollment that consists of persons 65 and over (1950) 





































' 
| « 65 and over | 65 and over 
j 

Colorado: A Michigan: 

MN, 280g 254 o ed oi 7.7 EE RS facets cuhice sadn vacat 6.3 
ND is ck as cal 3.4 | Blue Cross_._- pe 3.1 
Blue Shield. ae 3.2 Blue Shield ee 3.1 

District of Columbia: | || Missouri: 
ere oS 6.2 |] Census.____-- E 8.6 
Blue Cross_____- mise 7 II Blue Shield. a7 
Blue Shield. -__-_-- ‘ ool .7 || New Jersey: 

Idaho: | eo oe gS lh ais 6.7 
Census....... os : | 6.0 || Blue Cross_.--- , 2.4 
Blue Cross... ; dawhiged 9 |] Blue Shield (urban only) 1.4 

Illinois: | || New York: 
he ne a es I a7 Cenees.-....... ae 6.8 
Blue Cross-..- | 2.5 Blue Cross (partial) 1.0 
Blue Shield. - nae svachaol 1.0 || Oklahoma: 

Indiana: | HI Census.......... ; 6.2 
Census........ Rast ere } 8.4 Blue Cross__....-- 1,2 
Blue Cross... 3.0 || Blue Shield _ -_-- 1:3 
Blue Shield. ___. bebuietuia 3.0 || Texas: 

Louisiana: 1} le 5.4 
Oensus.........- # 5.0 || Blue Shield. ___. 2.8 
Blue Cross_- ‘ 2.2 || Washington: 

Maryland: | 1] Census... .-.- 8.3 
Census.......- Pais 6.8 Blue Cross... 5.3 
Blue Cross_ -- soaruese 1.6 || Wyoming: 

Massachusetts: 1] Census........ 5.0 
ae Ol bea 8.6 || Blue Cross___._- ES 
SPN Scene ssee ease cee on | 3.8 Blue Shield. _. -- 3 


| 







It will be noted that in all but two of the above States the proportion 
of persons 65 and over covered by hospital or surgical insurance is 
Jess than one-half of that of this age group in the general population, 
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CoNncLuDING COMMENT 


We can do no more here than to note the fact that solution of the 
insurance problem for the aged remains to be achieved. As previously 
indicated, however, group policies of insurance companies contain no 
age barriers, and the majority of Blue Cross-Blue Shield plans do not 
have top age limits for group enrollment. Some experimentation is 
being carried forward to cover workers after retirement. 

In this connection, the experience of one large group practice com- 
prehensive plan has significance. This plan accepts subscribers on a 
group basis, without age barriers for admission or retention, and re- 
gardless of preexisting conditions or medical need. It has concluded 
from its experience ‘‘that the combination of prepayment, group en- 
rollment, family coverage, and group medical practice, if carefully 
worked out, permits the inclusion of the aged in their proper propor- 
tion without undue risk to the premium rate structure of the plan.’ 
In short, the plan’s experience indicates the ‘supposed excessive de- 
mand for medical care for older persons’’ to be unfounded. It is not 
known, however, to what extent the aged population enrolled in this 
plan is representative of the aged population as a whole. 

Adequate insurance protection for the aged is illustrative of a 
fundamental problem in voluntary insurance. Underwriting con- 
siderations require restrictions for those segments of the population 
where there may be special medical need and hence a possibly abnor- 
mal utilization. Yet from a social point of view, protection may be 
especially to be desired for such groups. ‘There remains a considerable 
‘“no-man’s land” between the practical requirements of insuring 
organizations and social necessities which voluntary insurance has 


still to cover. Whether this represents a problem to be solved by 
insurance alone or by the provision in other ways of medical assistance 
to the older group of the population or by some combination of these 
and other methods, is an important subject for future study. 


* What the Health Insurance Plan of Greater New York offers to Older Persons, by George Baehr and 
Neva R. Deardorff. Address delivered at public hearings in the New York State Joint Legislative Com- 
mittee on the Problems of Aging. 





CHAPTER VII 
THE ROLE OF MEDICAL CARE INSURANCE 


1. GENERAL SETTING 


The desire for and development of medical care insurance in the 
United States is obviously associated with the brilliant, recent scien- 
tific advances in medicine. These have resulted in three principal 
developments. First, they have greatly improved the potential effec- 
tiveness of medicine both in preventing and in curing disease. This 
has caused a correspondingly intensified desire on the part of the 
public generally to obtain the benefits of these improvements. 

Second, these advances have caused greatly increased costs because 
of the expensive facilities, supplies, and equipment, and because of 
the broad range of general hak specialized professional and associated 
personnel, with long and expensive training, which are now required 
to provide good medical care. 

Finally, scientific complexities have been reflected in complexities 
in providing medical care. Instead of a single physician and, in severe 
cases, a nurse being able to furnish the entire range of medical skills, 
as they could a hundred years ago, a battery of general physicians 
and specialists, nurses with various special skills, medical social work- 
ers, technicians of a number of different kinds, dietitians, and a host 
of assisting personnel are now required if the best in modern medicine 
is to be available. This has resulted in a difficult problem of organ- 
ization. 

With these greatly increased costs of medical care, it became obvious 
that the traditional method of paying for medical care, i. e., through 
fees at the time of receiving service, results in excessively large finan- 
cial burdens upon people when they become ill. At the same time, 
little or no expense is required of them when they are well. Because 
the occurrence of illness and the resulting need for and cost of medical 
care is unpredictable for the individual, it is difficult for the individual 
to budget against medical costs. On the other hand, statistical obser- 
vations made it equally obvious that the occurrence of illness and the 
resulting need for medical care, while unpredictable for the individual, 
is predictable with a good deal of precision for any group of the popu- 
lation that has reasonably well-defined characteristics and that, as a 
result, the costs of medical care are an insurable item, with the excep- 
tion perhaps of care for conditions requiring long-term institutional 
care, such as tuberculosis and mental illness, and of exceptional haz- 
ards such as disastrous epidemics and wars. ‘This is now generally 
recognized to be the case by the public, the medical and allied pro- 
fessions, and the insuring organizations. 

Many issues, however, remain unsettled. One is the extent to 
which insurance against the costs of medical care is valuable or 
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necessary as a means of maintaining health and curing disease. How- 
ever good an insurance system may be, it does not aid much in keeping 
pr well if their water supply contains typhoid bacilli, if they 
ive in unprotected houses at the edge of a swamp full of malaria- 
carrying mosquitoes, if they are not able to get enough to eat, if their 
education has not given them an appreciation of the value of medical 
care, or if their insurance is of no use to them because no doctor or 
hospital is near enough for them to use. Many things other than 
services rendered to individuals by doctors, dentists, hospitals, and 
nurses, have a vast influence on people’s health. There is no method 
by which we can measure the relative importance of these factors 
and if, as seems axiomatic, we wish to have as good health as possible, 
we are obliged to attack all of them more or less simultaneously. 

Insurance against the costs of medical care is certainly one of the 
weapons useful in this concerted attack, but there remain many 
questions as to what quantity of which items of medical service for 
which groups of people is it both desirable and possible to try to 
provide insurance against the costs of; and if insurance against the 
costs of many of these is possible provided that major changes are 
made in the pattern of medical practice, introduction of professional 
and economic controls, etc., are the benefits to be gained large 
enough to justify the disturbances, controversies, even sacrifices, that 
will necessarily accompany such changes? Opinions on this issue 
range from those who feel that insurance is required only for the costs 
of the most “catastrophic” risks to those who maintain that insurance 
against the costs of almost all medical-care services is necessary and 
is practicable if services are provided through agreements with groups 
of physicians paid on a basis other than fees for service. 

Another relevant issue is the extent to which insurance should be 
looked upon as a means for influencing favorably the availability of 
preventive medicine, early diagnosis and treatment in case of illness, 
the quality of the services provided, and the improvement of medical 
facilities both quantitatively and qualitatively. Still another issue 
is whether people of highest economic status really need or desire 
insurance and, if not, at what income level to draw the line. There is 
also the question, often unrecognized, of how much of the national 
product (or of a family’s income) is it desirable to use for the support 
of doctors, dentists, nurses, hospitals, and other health services and 
facilities. To put it bluntly, how many doctors, etc., having what 
standard of living do we think it worth our while to support? 

Finally, there is no general.agreement as to whether the Nation is 
spending, through insurance or otherwise, enough on medical services 
to assure the best health for all its people. For example, in some 
comprehensive insurance plans, where liberal use of physicians’ and 
general hospital services is encouraged for both preventive and cura- 
tive purposes, annual expenditures are about $38 per capita. This 
may be compared with approximately $30 per capita for physicians’ 
and general hospital services for the population as a whole in 1949. 

This survey has settled none of these issues, and many of them may 
not be settled finally for a long time, but, through the generous and 
painstaking assistance of insuring organizations, farm and labor 
groups, professional and research bodies, much information has been 
collected which may shed light upon them, 
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2. DEVELOPMENT OF MeEpbICcCAL-CARE INSURANCE 


Although the history of medical-care insurance in the United States 
has not been made a special object of this study, certain points should 
be recalled. The growth in numbers of persons reached by some form 
of medical-care insurance has been the outstanding feature of recent 
years, but such insurance in fact goes back for 70 years or more. The 
early pattern of this field of insurance ‘n the United States was set 
largely by industries like railroads, mining, lumbering, etc., which 
reached into sparsely settled areas with few doctors or hospitals. 
They often started contributory insurance plans which paid for 
comprehensive service for all types of illness, usually paying doctors 
by full- or part-time salary and operating their own hospitals. Many 
of these early plans continue in suse operation to this day and 
their combination of the insurance principle with comprehensive 
service provided to their members through organized medical staffs 
remains the unique contribution of the United States to the patterns 
of organized care of the sick throughout the world. On this pattern 
have been based many later comprehensive insurance plans but they 
have faced serious obstacles when they attempted to offer similar 
benefits to the general public, rather than merely to the employees of 
a single industry. 

For some years, little development took place in medical care 
insurance, although active interest in the subject was maintained, as 
evidenced by new and successful industrial plans, private group clinics 
offering prepaid service and rural health cooperatives. Some of these 
also encountered financial and organizational difficulties, and many 
were bitterly opposed by the medical profession. 

Large-scale growth of medical care insurance really began with the 
organization of the Blue Cross plans for insurance against the costs of 
hospital care in 1932. At that particular time, hospitals vigorously 
supported the movement as a social benefit and as an aid to their 
serious financial situation in depression times. This was followed in 
1938, by the forerunners of the Blue Shield plans, namely, insurance 
schemes organized or supported by medical societies which offered 
assistance in paying part, at least, of the heaviest costs of illness such 
as the surgeon’s fee. In many States the establishment of medical 
and hospital service plans required the passage of special enabling 
legislation which was supported by the medical societies and hospital 
groups. Both the Blue Cross and the Blue Shield plans grew rapidly 
and there followed an awakening of interest in the insurance industry 
which had, previous to the demonstration of success by Blue Cross 
and Blue Shield, not given medical care insurance, on a group basis, 
much consideration. 


3. RELATION oF MepicaL Care INSURANCE AND HEALTH 


As has already been indicated, insurance alone is not a health pro- 
gram. Although insurance is a great help in facing a hospital’s or a 
doctor’s bill, many other things affect people’s health. Besides the 
general environmental necessities, such as a good water supply and 
good sewage disposal, good nutrition, and decent housing, it would 
seem that for the purposes of health preservation medical services 
and facilities of good quality should be readily accessible for both 
prevention and cure. Existing medical-care insurance has not, for 
the most part, attempted directly to influence the availability or 
quality of medical service nor the manner in which it is used. In 
other words, most medical-care insurance provides an economic rather 





104 HEALTH INSURANCE PLANS IN THE UNITED STATES 


than a health benefit, although the effects on health, through the 
increased ability of the insured person to purchase medical service, 
are obvious. Many of the comprehensive plans, on the other hand, 
have made direct efforts to affect the kind of medical services their 
enrollees receive. Because they pay for comprehensive physicians’ 
services, cooperatives and other comprehensive plans have been able 
to attract qualified doctors to areas previously without any; they have 
built hospitals; under professional guidance they have established 
standards for the selection and performance of their physicians; while 
these medical services have often been furnished through individual 
practitioners, in many instances, also, the comprehensive plans have 
sponsored group practice units in which general physicians and 
specialists can work together as a medical-care team. They have 
also sought to improve the health of their enrollees by emphasizing 
preventive medicine and health education. 

The effect of existing medical-care insurance has, in fact, been 
to emphasize sickness rather than health. For one thing, the bulk of 
existing insurance pays benefits mainly for hospital care and in- 
hospital physicians’ services and surgery. This pattern does little to 
encourage early diagnosis and treatment or preventive medicine, 
since under most of these plans, except for minor surgery in the 
doctor’s office, the patient’s illness has to be such as to require hos- 
pitalization before he becomes entitled to benefits. It also tends to 
increase the use of hospital bed facilities, and therefore the need for 
hospital construction. If benefits for physicians’ home and office 
services, Visiting nurse service at home, and diagnostic services outside 
the hospital were more generally available, many more persons might 
be cared for outside the hospital, preventive medicine, early diagnosis 
and treatment would be encouraged, and the use of hospital bed 
facilities by persons having insurance might be materially reduced. 

For another thing, payment by fee for service in itself emphasizes 
sickness, since, udtioe this system, the physician’s income depends 
almost entirely upon the number and kind of services he furnishes to 
persons who are sick. In any insurance scheme based on fee for service 
payments, as is most existing medical care insurance in this country, 
this means that it is difficult to broaden benefits to include protection 
against the cost of preventive measures and early diagnosis and treat- 
ment outside a hospital unless the enrollee of the insurance plan is a 
“coinsurer” in part; i. e., shares the insurance risk by retaining 
responsibility for paying directly some portion of his medical bill. 
Under this arrangement, insurance obviously cannot cover the full 
costs of the services of physicians and hospitals. Such “coinsurance” 
is one method of controlling a tendency on the part of insured persons 
and providers of service alike toward a high utilization. Another 
method for the control of such a tendency is an agreement, on the 
part of the providers of service, to accept as full payment, fees which 
may be reduced pro rata when their total charges in a given period 
exceed the funds available for payment. 

There has been considerable successful experience with such pro- 
rating arrangements in this and other countries. On the other hand, 
prorating has presented a difficult problem when some physicians or 
hospitals provided excessive services, resulting in reduction of the fees 
paid not only to themselves but also to those who had scrupulously 
limited their services to those medically required. In such instances, 
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abuse by some results in penalizing all. This unfortunate result has, 
however, been mitigated in a number of cases by self-imposed controls 
exercised through committees representing the entire group of pro- 
viders of service. 

While broadening benefits to cover substantially the entire cost of 
the services of physicians and general hospitals has been proved prac- 
ticable by the comprehensive plans, this has required of them careful 
adherence to certain principles that are difficult to follow. First, as 
in all voluntary medical-care insurance that seeks to include any large 
number of persons who are “poor risks,’’ strict group enrollment is 
necessary, at least in the initial stages, and this brings about corres- 
ponding difficulties in enrolling persons not readily reached through 
the group method. This is in accordance with the basic tenet of 
insurance which is to spread the risk of the costs of illness over a cross 
section of the population. For the comprehensive service plans, the 
application of this principle on a sound economic basis also involves 
certain practices pertaining to the organization of medical services 
and methods of payment for participating professional personnel. 
Therefore, in the service type of plan the second principle is that 
agreements or contracts with physicians must be arranged so that the 
plan may guarantee the receipt of services by their subscribers and 
may remain financially solvent at all times. This means that the 
physician agrees to serve the subscribers for a fixed amount of pay- 
ment, irrespective of the volume of service required, within limits. 
The physician thereby acquires a special incentive to limit services 
to those which are, in the best professional opinion, medically required, 
and at the same time, he is encouraged to keep his patients as healthy 
as possible and to make the optimum use of preventive measures. 
This implies limits upon the incomes of participating physicians. 
Third, the insurance plan must pay physicians by a method which 
discourages excessive utilization, and this makes the fee-for-service 
system almost impossible to use, unless the prorating arrangement 
mentioned above is introduced. There is considerable resistance on 
the part of many physicians to the last two principles, so much so in 
fact that strong pressure has been exerted to prevent physicians who 
wished to try them out from joining in efforts to do so. 

One of the difficulties in making use of the fee-for-service system is 
the fact that fee schedules for physicians’ services have not usually 
been based on the assumption that all of a physician’s patients had 
insurance which would surely pay the entire amount specified in the 
schedule. Thus, a fee of $150 for the repair of a hernia does not seem 
unreasonable, but if the average surgeon did nothing but perform 200 
such repairs a year (which is easily within the limits of time and 
competence for a well-qualified surgeon) and were paid the full 
insurance fee for each, his annual income for this work alone would be 
$30,000. One is bound to conclude that, as a greater proportion of the 
population becomes insured, either some method of payment other 
than fee for service must be found or the fee schedules must be greatly 
revised. 

In terms of physicians’ incomes, the application of current fee 
schedules to a characteristic body of experience of people receiving 
the kind of care they require, produces bizarre results. One of the 
standard fee schedules was applied in the evaluation of a year’s utiliza- 
tion experience with the enrollees of one of the comprehensive service 
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plans. It was found that for full-time service for an annual! period of 
46 weeks, the obstetrician-gynecologist would have received gross fees 
of $79,600, the general surgeon $68,500, the radiologist $56,000, the 
urologist $49,000, and the ophthalmologist $44,000. There was 
excessive and irrational variation in the amounts that would have 
gone to the different specialties—the internist receiving only $26,600. 
The gross remuneration of $13,500 to the general family physician was 
comparatively meager. The results of this analysis raise very serious 
doubts as to the possibility of applying current fee schedules in any 
comprehensive plan which contemplates the full-time services of 
specialists on a fee basis. 


4. Mepitcat Care INSURANCE FOR COMPREHENSIVE SERVICE 
BENEFITS 


Although the provision of comprehensive service benefits, on an 
insured basis, is the oldest form of medical care insurance in the 
United States, as indicated previously, it has been relatively slow in 
its growth. Most of these plans, as in the industrial plans going back 
70 years and more, on whose pattern they are based, offer comprehen- 
sive benefits for physicians’ service and general hospital care for all 
types of illness, and usually for preventive service as well. These 
benefits are in general offered through facilities owned by or under 
contract to the insurance plan. Many of these plans are sponsored 
by lay groups, such as cooperatives, unions, farm organizations, and 
industrial concerns. 

A number of plans with benefits for the cost of comprehensive 
physicians’ services have successfully provided service through indi- 
vidual physicians paid on a fee-for-service basis, usually accompanied 
by prorating or some other device to limit services, and thus financial 
liability for their costs, to those which are medically necessary. Many 
others of these plans have provided their benefits through organized 
medical groups paid by some method other than fee for service. 

Successful initiation and operation of the latter type of comprehen- 
sive plans depend upon their ability to provide themselves with 
adequate physical facilities for their medical group and their ability 
to attract and keep physicians on their full- and part-time salaried 
staffs. Their subscribers are usually entitled to benefits only if they 
use the staffs selected by the plans. Such plans have problems aris- 
ing from administrative detail required in their establishment and 
operation, from the initial financing required for group practice 
facilities, from the fact that such comprehensive benefits necessarily 
cost more than the partial benefits of other plans, and, to an extent, 
from the reluctance of some people to join because they wish to have 
the insurance cover the charges of physicians not participating in the 
plan. By far their most serious problem, however, is the resistance 
of the medical profession to any insurance plan whose enrollees, in 
joining the plan, choose as their doctors the limited staff that has been 
selected to serve the plan. This, it is felt, offers unfair competition 
to nonparticipating physicians. In general, this resistance takes the 
form of putting pressure on physicians not to participate in such 
plans by refusing membership in or expulsion from medical societies, 
and seeking to prevent participating doctors from holding privileges 
in hospitals. In somewhat more than half the States, moreover, 
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the special enabling laws adopted for medical service plans, usually at 
the instance of physicians and medical societies, through various 
qualifying requirements, place in the hands of the medical profession 
or its organized societies the exclusive right to form and control any 
such plan. These laws have enabled the medical profession to control 
the establishment of such plans in the manner it desired. 

The laws referred to above may be summarized as follows: 28 States 
have legislation authorizing the establishment of only such medical- 
service insurance plans as are operated or in some way controlled by 
the medical profession. Two of these States have laws restricting 
control of medical-service plans to the medical profession but also 
have laws permitting consumer-controlled or other types of plans. 
Ten States have laws permitting the establishment of medical-service 
plans, but not requiring that they be controlled by the medical pro- 
fession. Ten States have no legislation on the subject. 

There are several ways in which these laws vest control of medical- 
service insurance plans in the medical profession. They may require 
that such a plan be incorporated by licensed physicians only, or that 
a majority of the governing board must be licensed physicians. Other 
laws require that the State medical association approve or appoint 
all members, or a majority of the governing board. In other States, 
the law permits such a plan to operate only if 50 percent (or some other 
specified proportion) of all licensed physicians in the State or local 
area have agreed to participate in it, prior to its incorporation. In 
certain other States, the law requires “freedom of choice of physicians” 
for the enrollees of a plan or that all licensed physicians be permitted 
to participate. Such phrases are apparently intended to exclude any 
plan for physicians’ services that operates through contracts with a 
select panel of physicians or with medical groups. 

In the face of these professional pressures and special legislation it 
has been difficult for comprehensive plans to obtain and hold qualified 
staff members, and, as a result, their growth as a whole has been slow. 
Several individual plans, however, such as those in New York, Seattle, 
and Oakland, Calif., have grown very rapidly in recent years. 

It is also interesting to observe that in 1949 the benefits for physi- 
cians’ services provided through independent medical care plans, with 
an enrollment of 3 million, averaged $14.25 per member; while in 
Blue Shield plans, with an enrollment of 13 million, the average benefit 
payment was about $7 per subscriber. 


5. Mepicat Care INSURANCE AND PopuLATION CovERAGE 


Although an estimated 75,000,000 persons now have insurance 
against some part of the costs of hospital care, and 52,000,000 have, 
in addition, protection against some part of the costs of physicians’ 
services, there remain uninsured by the most optimistic estimate 
about 80 percent of that portion of the Nation’s medical care bill 
which is generally regarded as potentially insurable by voluntary 
medical-care insurance. The problem of providing benefits for the 
entire cost of comprehensive service by physicians and hospitals has 
already been discussed. There is also a problem of reaching, by 
insurance, for whatever benefits, considerable sections of the popu- 
lation not vet reached at all. 
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As has been seen in earlier chapters, most of the people who now 
have medical-care insurance, have been reached through group insur- 
ance of one kind or another. It is difficult and expensive to reach 
persons, such as the self-employed and much of the rural population, 
who do not fall into groups where payroll deduction and employer 
contribution can be arranged. It is difficult also to insure, by non- 
group methods, persons regarded as “‘poor risks,’’ such as those who 
already have an illness or disability, the aged, and the very young. 
Any insuring organization, whether Blue Cross, Blue Shield, an 
insurance company, or an independent plan, must seek to stay solvent. 
If it accepts “impaired risks’ freely, its rates must be raised to cover 
them. 

Blue Cross, Blue Shield, and the independent plans generally 
charge a single rate for all group enrollees, so that a firm which 
employs a large proportion of women or aged pays the same rate as 
one mostly employing young men. Thus, the good risk groups really 
assist in carrying the poor-risk groups. Insurance companies, on the 
other hand, set their rates more closely in accordance with the ex- 
pected risk by group, so that the poor-risk groups (which means those 
most likely to need medical care) must pay a higher premium than 
the good-risk groups. Thus, an insurance company can sometimes 
offer a lower rate for equivalent benefits than can Blue Cross-Blue 
Shield in competing for good-risk business, and, by the same token, 
Blue Cross-Blue Shield plans may be more attractive to poor-risk 
business. As a result, there remains a problem as to the eventual 
effect of these rating practices upon the insurability of the poorer risks. 

Insuring the lower economic groups is another problem. Some of 
the older comprehensive plans, in industry, for example, attack this 
by setting their premiums as a percent of wages rather than as a flat 
dollar rate, thus permitting a low-wage earner to purchase the same 
benefits at a lower price than the higher-paid employee. Under group 
insurance, this may be accomplished if the employees pay their share 
of the costs as a percent of wages, even though the employer pays a 
flat rate to the insuring organizations. Without the use of such a 
“sliding scale’’ it is difficult to see how lower-paid groups can be 
reached by insurance, except where the employer or some other third 
party pays a large part or all of the cost. 

It might be possible to reach, without substantially increasing the 
costs of medical-care insurance, the “poor risks’”’ or “impaired risks”’ 
not now insured if the group underwriting principle could be broadened 
to include them in numbers approximately proportionate to their 
existence in the general population. This could quite possibly in- 
clude the needy and the medically needy, in appropriate proportions, 
if public agencies paid a part or all of their premiums. 

Various legislative measures have been proposed which would make 
available public subsidy to assist in the coverage of these groups or 
which would include them within broader groups by law. Those who 
believe that health insurance should be required by law point out that 
the problem of covering most of the population can be achieved 
promptly and economically by such legislative action. Those who 
oppose such action believe that the advantages of comprehensive 
population coverage, if required by law, would be overbalanced by 
dangers to quality and cost of service and by undesirable social effects. 
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6. Apmtiry TO Pay ror Mepicat-Care INSURANCE 


It is difficult to devise a simple measure of the ability of a person 
or family to pay for medical-care insurance. The average American 
family spends approximately 4 percent of its income for medical care 
of all kinds (about 3 percent being for the services of physicians avd 
general hospitals). Families in higher economic groups, however, 
spend a smaller proportion of their incomes for this purpose, and 
those in lower economic groups a much larger proportion, on the 
average perhaps as much as 6 or 7 percent (about 4 to 5 percent being 
for the services of physicians and general hospitals). Moreover, some 
families may, for various reasons, find it easier than others in the same 
economic group to spend a larger proportion of their incomes for health 
protection or may prefer to use funds for this purpose that others 
prefer to use for some other purpose. Furthermore, some families 
might wish to limit themselves to insurance against only a part of 
the costs of medical care while others may wish insurance against as 
large a portion of the costs as possible. 

The ability to pay for medical-care insurance also depends, to a 
very large extent, upon whether the premiums are assessed upon each 
enrollee or family at a flat rate, the same for all enrollees, or are 
graduated in accordance with income. In most of the existing volun- 
tary plans and, indeed, in some compulsory systems, premiums are 
assessed at a flat rate. Among voluntary plans, only a few have 
premiums graduated with income. 

Another problem arises when a person holds a policy which in- 
demnifies him for a part of his physician’s or hospital bill. Can such 
a person afford to pay both the premiums on his insurance and the 
additional charges billed to him at the time of receiving service? Or 
could he better afford to pay a larger regular premium to obtain more 
complete coverage of his bills and have little or nothing to pay when 
he requires service? 

Because of these and other complicating factors, no simple state- 
ment can be made regarding ability to pay for medical-care insurance. 
In one plan, which offers coverage of comprehensive physicians’ 
service and reasonably inclusive hospitalization, the opinion was ex- 
pressed that persons could not well afford to pay the whole cost them- 
selves if the premiums exceeded the average proportion of their in- 
comes that would, according to current spending habits, ordinarily 
be spent for the same purposes by such persons when they have no 
insurance. This proportion was estimated to be 3 percent of annual 
income. 

In this particular plan, which operates in New York City, the pre- 
miums for a family of three or more persons for physicians’ and hos- 
pital services is $150 a year, which is, of course, 3 percent of $5,000. 
It was believed, by this plan, therefore, that families with annual in- 
comes of less than $5,000 a year would have difficulty in paying the 
whole cost of the insurance without the assistance of some third 
party. Asa result, the plan has generally required an employer con- 
tribution when enrolling groups of families with less income than 
$5,000 a year. 








NOTE 


DescripTION OF Metuop or CatcuLatinc Net ENROLLMENT AND 


AVERAGE BENEFITS PER INSURED PERSON FOR VARIOUS INSURANCE 
CARRIERS 


In the summary and chapter V of this report estimates of the average 
financial protection afforded by each type of insuring organization are 
presented. A brief description of the general method used is given in 
footnote 3 of the summary. A full description is given in this note. 
In arriving at these estimates of average financial protection it has 
been necessary to adjust the gross enrollment figures of each type of 
insurance carrier in order to compute for 1949 an average benefit per 
insured person, rather than per subscription or policy. Then com- 
parisons may be made between the average benefit per person insured 
and the average per capita bill for general hospital care or physicians’ 
services for the Nation as a whole. 

Since only 1949 data were available on total benefits for hospital 
and physicians’ services, it was necessary to relate the amount paid 
in benefits to the number of persons insured in that year. Total 
benefits could not be divided by the gross number insured at the end 
of 1949 because not all of these people were eligible for benefits 
throughout the year. It was necessary, therefore, to use the mean 
enrollment, which is one-half the sum of the enrollments at the begin- 
ning and end of the year. Since it is recognized that there is some 
duplication of persons enrolled in the various types of insurance 
organizations, allowance was made for this in order to estimate an 
average benefit per insured person for each type of carrier. Duplica- 
tion of coverage is discussed in chapter IT. 

The figures presented in table II of chapter II are adjusted for 
duplication of insurance coverage according to the formulas and 
method evolved by the Health Insurance Council of the insurance 
companies. In obtaining an estimated total enrollment for each type 
of insurance (hospital, surgical, limited medical, and comprehensive) 
for the entire United States it does not matter whether the enrollment 
figures of Blue Cross or insurance companies or other organizations are 
reduced to allow for duplication of those insured for hospital costs, for 
example. The accuracy of the estimated total enrollment for each 
type of insurance depends upon the validity of the formula applied. 
The method of application worked out by the Health Insurance 
Council applies the reduction for all types of carriers to the enrollment 
figures of insurance companies alone. This method of adjustment was 
used in this report in presenting enrollment figures for 1949 and 1950, 
but was not used in calculating the enrollment and average per capita 
insurance benefits which are presented in illustration 4 on page 6 or 
in the discussion on pages 74 and 75. In arriving at these averages 
the duplication factors of the insurance companies are used, but the 
method of application employed distributes the reduction for duplica- 
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tion among the various types of insuring organizations rather than 
reducing insurance company enrollment only. 

In illustration 4 the population figures used represent the midpoint 
in 1949 of the national civilian population and of the medical-care 
insurance enrollment adjusted to allow for duplication. The example 
given below shows the method of adjustment for duplication of hos- 
pital coverage between and within Blue Cross and group and individual 
ores written by insurance companies: 

. The midpoint of gross enrollment for 1949 for hospital insurance 
was s deedeeta for group and individual insurance written by insur- 
ance companies (referred to in the following explanation simply as 
group or individual insurance) and for Blue Cross. 

2. The numerical value of 10 percent of the midpoint of group in- 
surance enrollment was determined. This represents the number of 
people duplicated in the enrollment figures of Blue Cross and group 
insurance. Half of this number was subtracted a“ group insurance 
(midpoint, gross enrollment) and half from Blue Cross (midpoint, 
gross enrollment). 

3. The numerical value of 16.66 percent of the midpoint gross 
enrollment of individual insurance was determined. This represents 
the number of people duplicated in the enrollment figures of individual 
insurance, group insurance, and Blue Cross. Half of this number was 
subtracted from individual insurance and the other half from group 
insurance or Blue Cross. The proportion of the latter half allocated 
to Blue Cross or group insurance was determined in accordance with 
the total enrollment of each. The resulting answers were subtracted 
from the enrollment of group insurance and Blue Cross respectively, 
already partially adjusted in step No. 2 above. 

4. Similar steps were followed for adjusting the enrollment in sur- 
gical and limited medical insurance. For these types of insurance, no 
allowance was made for duplication between group insurance ‘and 
Blue Shield because Blue Shield contracts underwritten by insurance 
companies have been included only in Blue Shield enrollment figures 
throughout the report. 

Having arrived at adjusted enrollment figures for each type of 
insurance carrier, these adjusted figures were divided into the total 
benefits for hospital care or physicians’ services paid by each type of 
carrier. The result was the average benefit per insured person paid 
in 1949. In the case of insurance companies the average per capita 
benefits for surgical insurance and for limited medical insurance were 
added together ‘for those policyholders having both types of insurance. 

We also computed the average per capita private expenditure for 
all general hospital or physicians’ services using the midpoint of the 
national civilian population for the same year (1949). ‘The ratio of 
the average benefit paid per insured person to the average per capita 
expenditure represents the proportion of the average bill paid by 
insurance for general hospital care or for physicians’ services. 

The tables below present for each type of insurance carrier the 
adjusted enrollment, total benefits, and average benefits per insured 
person for hospital insurance and for insurance for physic! ians’ servic es 
for 1949. (The last column in each table gives the “numerator” 
referred to in footnote 3 of the summary.) 
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Insurance for general hospital care, 1949 
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Surgical and limited medical._________- ea 2- | 13+ | 7.02 
Surgical only.................- 6— | 19— | 3.35 
Combined average : 
Surgical and limited medical..................... 4+ 29+ 7.04 
Sn ere moon ter Stet ttn O baat 18— 73— | 4.10 
NN HI a ot ince bch otedn 2 Sah once one Sb ~ cit + | 79 | 6. 96 
Comprehensive plans. _. _- ak dates chckoat 3+ 43 14. 25 
| ' 
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APPENDIXES 


Seven statements are being included as appendixes to this report. 
Six of these statements are entirely the product of the collaborating 
organizations and do not represent the work of the staff. These 
appendixes consist of information submitted by the following: 


Appendix A. Blue Cross Commission. 

Appendix B. Blue Shield Commission. 

Appendix C. Cooperative Health Federation of America. 

Appendix D. Insurance companies. 

Appendix E. Social Security Administration. 

Appendix F. American Medical Association. 

Appendix G. Characteristics of 10 comprehensive medical-care plans in the 
United States. 
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Notes on State legislation authorizing establishment of medical prepaid 
service corporations. 
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APPENDIXES, PART II 


This part consists of seven statements which were submitted to 
the Subcommittee on Health of the Senate Committee on Labor and 
Public Welfare, to be used in connection with the preparation of the 
report on health-insurance plans in the United States. These state- 
ments filed by major collaborating organizations, together with infor- 
mation submitted by other interested groups, provided the basic 
information utilized by the subcommittee’s staff in compiling its 
report. The high degree of cooperation evidenced by these organ- 
izations was of great assistance to the staff. Since it was impossible 
to summarize all of the material contained in these statements in the 
staff report, it was decided to publish these documents in their entirety. 

Six of the statements contained herein are entirely the product of 
collaborating organizations and do not represent the work of the staff 
of the Subcommittee on Health. The last statement, appendix G, 
is a staff report. 
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APPENDIX A 


INFORMATION SUBMITTED TO THE 
THE SENATE COMMITTEE ON LABOR AND PuBLIC WELFARE BY THE 
Buive Cross Commission, NovEMBER 15, 1950 


SUBCOMMITTEE 


ON 


HEALTH OF 


Distribution of membership in Blue Cross plans, by subscribers and dependents, by 
States,! 1945-49 
































1945 2 

at | 

Subscribers | Dependent, Total Subscribers 
Alabama . 74, 257 | 66, 809 | 141, 066 90, 425 
Arizona 7, 639 | 11, 458 | 19, 097 | 15, 273 
Arkansas csi dete ee coma eee Fes heen ae 
California. 4174,389 | 4122 620 4297,009 | 4 288, 976 
Colorado. 123, 802 | 191, 150 | 314, 952 161, 459 
Connecticut 4 230,000 | 4 295, 000 | 000 | 4 282, 500 
Delaware _.._...._- 46, 490 | 64, 067 | ,557 | 454,945 
District of Columbia 4 127,000 # 108, 000 | 5,000 | 45149, 400 
Florida _- : 413, 500 414, 500 000 | 34, 960 
Georgia___- 29, 353 27, 483 | 836 | 35, 002 
Idaho... -__- ies eal, 48,10 
Illinois 565, 560 | 740,319 | 1,305,879 | 775, 046 
Indiana... 56, 140 84, 355 140, 495 | 92, 256 
Towa....--- 116, 743 168, 098 284, 841 165, 912 
Kansas _ - 4 58, 488 493,583 | 4152, 071 | 82, 153 
Kentucky 58, O71 | 84, 678 142, 749 79, 212 
Louisiana 4 59, 549 | 471,504 | 4131, 053 68, 436 
Maine... a | 453, 500 | 486,500 | 4140,000 4 76, 000 
Maryland... 151, 402 181, 348 | 332, 750 15 
Massachusetts 4655,831 | 4776, 154 | 41, 431, 985 | 
Michigan. -- 4 511, 486 4736, 514 | 41, 248, 000 | 
Minnesota... . 240, 740 | 397, 379 | 638, 119 | 
Mississippi. --- ----=--- re 
Missouri..--- | 327, 961 399, 458 | |} 4425, 371 
Montana. _..__-. | 410,201} 410,516 22, 444 
Nebraska... ..- | 26, 493 ’ | 35, 851 
New Hampshire 54, 869 | 73 | | 87, 461 
New Jersey_- 6 343, 054 579 | | 8 400, 430 
New Mexico... 1, 253 | , 038 | | 3, 732 
New York..-...- 41,574,946 | 41, 722, 336 | 4; 41,940, 614 
North Carolina | 4172,040 4 203, 628 | ; 4 197,812 
North Dakota 413, 500 428, 500 | 4 42, 000 | 19, 191 
oo. 48914, 281 |481,217, 088 | 
Oklahoma. . | 45, 035 77, 226 | 
Oregon ai 26, 222 | 23, 909 | 
Pennsylvania_-- 4916, 131 | 41,181,145 | 4 
Rhode Island_-- 153, 925 187, 347 | 
South Carolina ; | : 
Tennessee _ - 416,818 | 430,774 447. 592 453.71 
Texas_. 66, 008 | 73, 676 139, 684 04, 593 
Ute... 9, 002 | 18, 195 27, 197 24, 245 
Virginia_.-__.-- | 97, 542 | 118, 164 | 215, 706 122, 700 
Washington 41, 187 | 46, 296 87, 483 4 43, 497 
West Virginia-_- 30, 184 | 49, 703 79, 887 36, 072 
Wisconsin... 176, 466 244, 351 42%). 817 4248, 112 
W yoming.. 

Total _. , 371,058 | 10,510, 164 | 18,881,222 | 10, 698, 743 


See footnotes at end of table, p. 3. 


1946 § 


Dependent 





84, 397 


20, 159 


1 
254, 298 
4 367, 500 


. 112 
4 264,113 


476, 011 
§ 146, 900 


38, 775 





88, 183 », 619 
4114, 000 4 190, 000 

4 244, 960 4 440, 575 

41, 073, 000 41,991, 000 
684. 575 1, 167, 365 

4 461.033 ‘ 7, 489 








8 O66 95, 038 
4341. ORS 4 589, 200 
13 1, 340 4, 250, O83 








2 HEALTH INSURANCE PLANS IN THE UNITED STATES 


Distribution of membership in Blue Cross plans, by subscribers and dependents, by 
States,! 1945-49—Continued 







































1947 | 1948 
| | | | | | 
Subscribers Dependent Total Subscribers | Dependent Total 

- ws een iad —— -— Snes AGED TEN 
ee ied 109, 169 | 107, 588 | 216, 757 111, 089 | 126, 341 | 237, 430 
BNE he eds cede a 26, 637 | 42, 086 68, 723 37, 071 62, 959 100, 030 
Arkansas _. Sand eed ae ee : ‘ P " L alana 
California__. peeaen ; 393. 547 | 365, 009 | 758, 556 | 463, 695 469, 345 | 933, 040 
Colorado... yrs | 177, 712 277, 603 | 455, 315 162, 705 267, 971 430, 676 
Cemnectaent.. ......-...-.-.---5-1 316, 828 | 401, 642 | 718, 470 | 376, 322 476, 583 852, 905 
so cae 61, 511 86, 228 147, 739 | 65, 713 | 93, 229 158, 942 
District of Columbia.-_-- eu 166, 702 177, 695 344, 397 4175, 593 4 198, 610 4 374, 203 
Florida -_. siekthn eee mantora 48, 958 63, 076 112, 034 69, 030 91, 153 160, 183 
Georgia__- ee 41, 203 | 45, 317 86, 520 51, 353 61, 616 112, 969 
Idaho___-- wa rasdce = 17, 453 35, 633 53, 086 18, 596 37, 833 56, 429 
Illinois... ith ear | 802, 006 1, 091, 690 1, 893, 696 824, 180 1, 140, 623 1, 964, 803 
Indiana__-. eee nal 119, 289 | 173, 968 293, 257 | 145, 712 217, 655 363, 367 
eS See | 201, 242 293, 358 494, 600 230, 977 333, 818 564, 795 
ON eee aaa | 107, 191 178, 097 285, 288 121, 509 202, 638 324, 147 
Kentucky ae = 86, 520 129, 780 216, 300 93, 322 139, 983 233, 305 
Louisiana... = — 72, 249 | 99, 339 171, 588 4 88, 343 4 123, 316 4 211, 659 
Maine.. -- ac liati pian 482,700 | 4132,300| 4215, 000 | 488, 205 4 138, 397 4 226, 602 
Maryland hn eon 235, 399 304, 982 540, 381 263, 035 346, 942 609, 977 
Massachusetts : ae 868,734 | 1,085,918 | 1,954, 652 805,945 | 1,007, 431 1, 813, 376 
Michigan... Sha ae 502, 253 703, 565 | 1, 205, 818 627, 251 910, 381 1, 537, 632 
SD li noiemnenitnnn coma 334, 585 518, 607 | 853, 192 | , 533 | 562, 130 893, 663 
Penni... ......... ae ce anne . $71 | 16, 555 29, 026 
Missouri... .._- 2 --| 449,016 | 563,729] 1,012,745 | | 628, 994 1, 128, 550 
SERRE BR | 33, 747 | 50, 173 83, 920 40, 869 62, 099 102, 968 
a 44,17 57, 792 50, 082 66, 108 116, 190 
New Hampshire aaa 107, 954 129, 275 | 100, 982 120, 790 221, 77% 
New Jersey.......-... 515 | 590, 661 x6 | 630, 415 667, 174 1, 297, 589 
gg |. eae | 7, 038 12, 297 | 5, 830 | 8, 839 14, 669 
New York-.- os 7 2, 464, 620 | ’ 4,647,223 | 2,416,173 | 42,781,839 | 4 5, 198, 012 
North Carolina | 288, 667 512, 325 | 237, 698 317, 603 555, 301 
North Dakota______- i 22 38, 996 61,023 | 423) 296 4 41) 087 4 64, 313 
Ee See acaeies 41,178, 754 | 41, 566, 248 | 42,745, 002 | 41,190, 237 | 41,622, 288 | 42,812, 525 
SE LR. | 79, 647 | 133, 721 213, 368 | 101, 238 167, 779 269, 017 
Oregon eee ae 431,233 4 36, 408 4 67, 661 | 29, 427 | 35, 404 64, 831 
Pennsylvania... . seco (ue 1, 767, 524 3, 099, 802 1, 489,884 | 2,007,477 3, 497, 361 
J SS eee 232, 439 | 280, 402 512, 841 | 240, 175 298, 519 538, 694 
South Carolina... -__- a 11, 359 | 18, 109 | 29, 468 | 22, 797 36, 795 | 59, 592 
IS oo cetete te ccd cae | 494,714 | 4141,781 | 4236, 495 | 139, 450 | , 505 351, 955 
Texas._- ; 128, 443 | 186, 961 | 315, 404 | 161, 215 51, 574 412, 789 
Re ne 433,755 | 471,801 | 4105, 556 | 32, 045 983 | 100, 028 
Vee. ......-. Pintmeaemae’ 147, 277 | 191, 177 338, 454 | 170, 390 | 228, 875 | 399, 265 
Washington __._.___- aaa 40, 513 | 46, 911 | 87, 424 | 44,759 | 8 | 100, 677 
III oon canna cewne | 71,170 | 106, 836 | 178, 006 | 86, 480 | 217, 409 
Wisconsin -_- dios 4285,000| 4390,450| 4675, 450 293, 089 694, 621 
Wyoming.._____. aleiaitemamae 9, 176 15, 486 24, 662 | 15, 228 | 41,115 

tical tl eld | 12,031,209 | 15,458, 247 | 27, 489, 456 13, 184, 895 30, 448, 402 





| 
| 


See footnotes at end of table, p. 3. 
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Distribution of membership in Blue Cross plans, by subscribers and dependents, by 
States,! 1945-49—Continued 
1G4 

ib eT 1a lotal 
Alabama.... : 127, 158 150, 759 977.9 
Arizona 39, 526 70, 306 0) 2 
Arkansas - . . 10, 751 IS5 26, 93 
California. -- 562.718 598. \ ; 
Colorado 163, 847 972. 875 
Connecticut. . .- One 
Delaware. { 





District of Columbia 




















228, 554 
Florida 32 633 
Georgia 71. 295 
Idaho 16, 59 432 Fee 450. 156 
Dlinois R83. 161 1. 180. 734 2 063" 29 
Indiana 188, & 2865, 790 
lowa 242. 154 R (4 
Kansas a 138, 7 296, 28] , 
Kentucky 4 106, 264 1 929 4 276, 226 
Louisiana IS. 332 138. 106 236, 438 
Maine 497.4 4] 07 4253) 997 
Maryland 2M), 862 2 907 683.7 
Massachusetts 788, 73( 4985, 913 ‘ 
Michigan 678, 36 | ( 
Minnesota 354, 4 Ox 
Mississippi - - - 22, 694 RFi4 
Missouri- - 538, 452 695, 169 1, 
Montana. - ---- 45, 160 68, 978 
Nebraska a ; 62, 23 84 640 
New Hampshire ; : : : 111. 152 4.9 
New Jersey ---.-- sateen 638, 021 R05. 396 1, 
New Mexico_----- pee eg 6, 449 9 98} 
New Taru........ ; ; , 2 674. 387 22 ON 45 
North Carolina. - - " : 251, 899 13.292 
North Dakota. - pipes : 23. 841 445. 298 469 ) 
| ASE See wae ae 41,235, 217 41,713, 944 42 949 161 
Oklahoma. -- ; 121, 512 204. 421 395 923 
Oregon ; 34, 781 13.029 77. 309 
Pennsylvania__- 1, 610, 12 9 154. 5S 3. 764. 707 
Rhode Island ‘ : ‘ 242, 564 8, 23¢ 550. 800 
South Carolina 8, OOF 197 102. 092 
Tennessee 164, 268 245. 5 400. R58 
TE nw . ; 202, 971 39K 156 531. 127 
Utah sas 22, 394 $3,154 548 
Veen. ...---. 189, 937 261, 688 451. 625 
Washington ad . 465, O7F 57 103. 50 
West Virginia 85, 151 134, 469 219, 620 
Wisconsin . 303, 003 4433. 077 4736, O80 
Wyoming : ; ees 17, 888 3, 595 51, 483 
Total_. mom a 14, 296, 993 19, O84, 015 381. 008 
1 Nevada enrollment included in California in 1945 and 1946; South Dakota enrollment included in Iowa; 
Vermont enrollment included in New Hampshire, 


3 Enrollment as of Jan. 1, 1946. 

3 Enrollment as of Jan. 1, 1947. 

4 Estimated. 

6 Enrollment as of Dee. 31, 1946. 

® Enrollment as of Dec. 31, 1945. 

7 One plan reported enrollment as of Jan. 1, 1948. 

* One plan reported enrollment as of Dec. 31, 1945. 
® One plan reported enrollment as of Dec. 31, 1945, 
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6§ HEALTH INSURANCE PLANS IN THE UNITED STATES 
Estimated distribution of membership in Blue Cross plans by rural and 




































urban 
population—By States } 
July 1, 1946 June 30, 1950 
State |-————_—_——, -—--___—]—___-_-——— ‘ 
Rural Urban | Rural | Urban 
——— - | i eueibbibintis eas se 
RI a ncsicecckericndenaie enncnteiein <é 10, 000 148, 425 11, 237 | 356, 830 
ATMOes......- saves : aepeundinwe ae Scant 0 23, 824 5,112 110, 022 
Arkansas.-...-. a negempie sheets ‘ | 0 | 0 6, 000 32, 694 
ile el eden psec Dis kb heise | 14, 342 408, 463 34, 092 | 1, 249, 399 
Colorado... lla a re 50, 000 330, 868 32, 310 | 406, 668 
Connecticut ‘ a alesis Nie } 8, 973 576, 027 15, 254 979, 219 
Delaware Ss S| | 4, 600 116, 756 11, 655 | 166, 324 
District of Columbia. a ----| 0 260, 000 0 445, 493 
Florida kta<peocretubbid rec wekhibiaGaet 1, 000 45, 000 | 5, 214 | 254, 560 
Georgia. ..--- SRA SPER ES | 0 63, 750 0 | 139, 823 
ea we ve rae (2) 8, 258 19, 944 | 30, 207 
Illinois. ...-.-- | 331,417 31, 310, 882 131, 000 | 1, 988, 252 
I cniniag veevedineh Smee 1, 000 191, 899 11, 165 | 603, 818 
Iowa # ii SR inact biecaieatt 51, 850 298, 002 118, 216 | 530, 345 
Kansas 4 = a 22, 240 | 182, 449 127, 126 | 2b8, 806 
Kentucky --- ‘ j 4, 200 171, 745 32, 024 | 277, 017 
Louisiana - _-- io eae l 600 146, 535 3, 500 | 245, 437 
Maine a a. | 64, 500 91, 500 108, 529 | 153, 936 
Maryland — sions ‘i 129, 030 253, 215 177, 814 | 589, 632 
Massachusetts = Steiaiiciieicete 114, 000 1, 581, 000 123, 405 1,711, 416 
Michigan. - ; oath aie ty . 26, 000 1, 197, 334 68, 581 1, 811, O51 
Minnesota. - : 150, 000 536, 800 93, 074 | 940, 065 
Mississippi : a oe teen 0 0 10, 363 61, 524 
Missouri_..... aah eal ali 120, 000 , 948 206, 424 | 1, 185, 405 
Montana.. i on 8, 500 | 340 16, 726 96, 851 
Nebraska ; : ae 15, 000 | , 467 22, 050 147, 329 
New Hampshire 5 ane 12, 000 | 157, 776 18, 066 | 237, 533 
New zereey | ( | 826, 751 50, 000 | 1, 361, 120 
New Mexico tacit 0 | 6, 707 2, 500 19, 201 
New York me 7 220,914 | 7 3, 385, 032 | 325, 000 5, 827, 373 
North Carolina Sa Ls 89, 460 | 336, 040 144, 675 | , 266 
North Dakota hs 20, 000 | 28, 000 | 20, 693 . 383 
Ohio pihorarmatiniin aban elaranaaw wiih ‘ $78,240 | * 1,174, 260 | 225, 000 | 2, 935, 910 
Oklahoma _ : oiled 29, 595 | 123, 891 | 49, 020 307 
Oregon — — 15, 000 | 38, 761 | 23, 459 , 519 
Pennsylvania -_.....- mie = 3 102, 200 31, 233, 961 120, 319 4, 070, 936 
Rhode Island “ ae m 30, 000 402, 033 38, 564 517, 116 
South Carolina _ 0 | 0 9, 200 | 22, 963 
Tennessee... 12, 000 75, 141 44, 352 | 396, 458 
Texas ES: : : 2, 022 | 161, 725 66, 756 | §22, 417 
Se cicinceios ‘ as 20, 000 37, 447 | 25, 161 | 46, 728 
Virginia........ , se 25, 250 222, 101 | 51, 000 | $33, 520 
Washi Lee RA a Si ee ee 0 95, 000 0 99. 912 
West Virginia......-- ial sieve 0 51,919 3, 000 224, 910 
Wisconsin Eis, a 0 516, 800 | 60, 000 691, 347 
Wyoming. - Fe 0 0 16, 500 39, 651 
Total a ; satan ; 9 1, 483,933 | 17,630, 832 | 2, 684, 080 33, 224, 863 
! 
! Data available only for the enrollment periods ending July 1, 1946, and June 30, 1950, 


? No report 

3 Data for 3 plans. 

4 Includes South Dakota, 

5 Includes Vermont, 

6 No figures, 

? Data for 6 plans. 

§ Data for 5 plans. 

* Includes data of 70 Blue Cross plans. 
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Distribution of rural enrollment in Blue Cross plans by method of 
80, 1950 —By States } 


enrollme nt, Ju hie 











. Non- Far . ‘ sie 
State | m range ers )- ys Other 
vate group | "ten Bureau|™ nic i‘ : FSA Othe 
Alnbamia.........- et | 11, 237 
eee ‘ , | 1,462 | 650 
Arkansas Sieh : ; } | 6, C00 
Colorado ee ees : ae 32,310 | 
Delaware ms 7 | 4,886 | 6, 269 | 5 19 3 { 19 
Florida en ‘ | 5, 214 
Idaho - } 9, 865 | | 7, 825 722 
Indiana.......- 585 | 6. 500 Qi 
Kansas..-.-. 1123, 972 | ) ( »! 
Kentucky. - | 
Maryland. .......- 14, 225 | | 1 531 177 , 305 
Michigan nee “ | 2055.) 58, 156 244 { 
Minnesota... -. A 11, 196 } SI. 878 
M ississiy 1.0.46 | 9.317 
‘ » 532 2 2 ’ 
Oklahoma... -..- : 28,738 | 14, 245 ) yes 
South Carolina 100 snp 1,000 1 () 
., . ee 25, 545 | 35, 916 , 071 2 
Virginia. ...... 25,000 | 25,090 0 
Wyoming-. .-- 4, SOF 9, 000 1, 500 0) 
1 Includes data only for those plans able to give breakdown. 
DISTRIBUTION OF MEMBERSHIP IN BLUE CROSS PLANS BY THE ECONOMIC STATUS 
OF THE SUBSCRIBER 
No data pertaining to the economic status of Blue Cross subscribers by income 
groups is available. 
One plan furnished data of the distribution of their subscriber membership by 
occupational classification as follows: 
Occupational group M Fé Total 
Professional and semiprofessional workers 4( 8, 64 
Farmers and farm managers st { 
Proprietors, managers, and officials, except farm 180 2, 40 
Clerical and kindred workers 2 7, 44 4 
Salesmen and saleswomen 2, 28 1, 620 3, 900 
Craftsmen, foremen, and kindred workers | ) 12 ) 
Operatives and kindred workers ‘ 15, 600 2, 880 18, 480 
Domestic service workers ”) 00 
Service workers, except domestic 2, ( 1, 620 660 
Farm laborers and foremen 300 
Laborers, except farm and mine 
Ee peck ean nai : { S 69, f 


CENSUS RECORDS AND CONTROL CHECKS 


Sixty-seven of the ninety Blue Cross plans replied to a questionnaire re 
pertinent information regarding their census records and controls. 


4 A 


questing 


Posting 


Of the 67 plans reporting, 51 plans reported that they post census records 
monthly and 2 semimonthly. Nine plans post records daily and two of these 
plans consolidate their records monthly. One plan each reported semiweekly, 
semiyearly, and yearly postings. One plan has blanket coverage and another did 
not state how often they posted but did specify that the posting do 
in their statistical department. 


es take place 


Eligible dependents 
Fifty plans reported that they maintain records listing all eligible dependent 


Fifteen plans do not maintain records of eligible dependents and two plans have 
blanket coverage. 

The 15 plans reporting that they do not maintain records listing all eligible 
dependents have various ways to determine the current number of dependents. 
These methods are as follows: 

Assume that additions and deletions will balance out. 


List dependents at time of enrollment only. 
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Apply a predetermined factor to the number of contracts in force. 

Use an estimate based on an average of 2.25 participants per contract. 

Use an estimate based on an average of 2.2 persons per contract. 
Origin of posting 

Twenty-five plans reported that they post data from application cards and 
cancellations. wenty-four plans use their IBM system for posting. Six plans 
post data through their billing and enrollment departments. Two plans compile 
this information in their service departments; two plans have blanket coverage; 
and two plans receive the information from their contract department. The re- 
maining six plans compile data either from book figures, control cards, code clerks, 
or memos, and one plan at the present time cannot furnish this information. 


Reconcile census with income 


Fifty-one plans reported that they reconcile their census with income and ten 
plans do not. Of the remaining six plans, three have blanket coverage, two plans 
gave reasons such as new rates and special rates for not reconciling their income, 
and one plan in the past did not reconcile income with census but intends to do so 
in the near future. 

Twenty-six plans reported that they reconcile census with income monthly; 
four, quarterly; two, semiannually; and four, annually. Eight plans stated that 
they roughly check their income with census. Five of these plans check monthly; 
one, quarterly; one, occasionally; and one, monthly and quarterly according to 
type of payment. Two plans stated that they periodically check their income 
with census, and five plans did not designate a special time. 

Fifty-four plans reported that they made, or attempted to make, their most 
recent reconciliation of income on the following dates: 


1948: 
January Paice ae widas Gece pan Rosters Spb ecbete ts acs ee to 1 
June- ok : ee eh tees ia ae Zoe Shes sh 1 
MONE ssSmsctec ct lit tcc tities eats. bargnhhe re 1 
PII 0 iis Sirs pace oSield ww ey tdeieub aekian Selects eo 

1949: 
First quarter___- Se . i Stale 1 
Second quarter-_ -- ‘ roe wets 1 
so ee a rN a Ds SR eee le telcos d é' I 
April__- : ae ar pet ire ee ee Sere en ee es E 3 
May. -- se os Re cs sche wet amar cee ede len sad o - oe ; 1 
June- ee le De ehateciae tibiae Ana ant area ags PE Lie ee tat. 6 
July. _ - a Sa a aR ae ies a ares Gr a ates 2 ee ay 27 


One plan has blanket coverage; another plan stated that they reconcile their 
income with census semiannually each year; and another plan stated that they 
reconcile monthly and quarterly. 


Physical count 


Thirty-six plans reported that they make a physical count of their membership 
and 24 plans stated no physical count is made. The plans gave various dates 
and ways of making the physical counts of their membership. 

Eleven plans stated they made a physical count of their membership annually; 
nine plans answered semiannually; and four plans replied monthly. One plan 
each stated the following: A physical count of membership is made through the 
medium of earnings summary cards which includes the number of contracts in 
each rate classification as well as the dollar distribution of the premium earnings; 
June 30, 1949; three times during the past 2 years; every 2 or 3 years; November 
1948; every 3 years; IBM; recalculated its census 4 or 5 years ago; physical count 
of membership is made whenever new certificates or similar information is mailed 
to all members; from time to time; December 1948; constantly. 


Maintaining census records 


All 67 plans gave various answers to the ways they maintain their census 
records. They are as follows: 





; T 
| Yes | No |i | Yes No 
see | 
Type of certificate. _.............. 54 13 I hig Gakncdecseath dw Sande clei Malo | 49 18 
Type of payment .................]} 52 15 ae aieiniaialisn hi caicties daptaabietial 24 43 
Type of coverage.............-.- a 53 | 14 Length of time enrolled. ._.....-.) 28 39 
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CANCELLATIONS 


Cancellation studies have been prepared by the Blue Cross Commission since 
September 30, 1948. These studies are available, but no valid conclusions may 
be drawn from them. 

The data contained in these studies are not significant due to the great variation 
among plans in the method of maintaining enrollment data. This is particularly 
true in the manner of counting cancellations. In a number of instances where the 
subscriber is transfering from a group to a direct-pay basis, the plan will cancel 
his group certificate and issue a new certificate. Thus the subscriber is considered 
as both a termination and new business. 

For those plans that list reasons for cancellation, the most commonly quoted 
reason is nonpayment. Some plans make breakdowns of several types of non- 
payment cancellations, but in others this appears to be a catch-all category. 

Since there is no uniformity among the plans in reporting cancellations, no data 
have been submitted as to the character of terminations from the'business in force. 


HOSPITAL BENEFITS PROVIDED BY BLUE CROSS PLANS, 1945-49! 


All Blue Cross plans provided coverage for room and board, general nursing 
care, use of operating room, laboratory service, and routine medications and 
dressings to their participants. Obstetrical care, including use of delivery room, 
was provided by all plans under their family certificate, normally with a waiting 
period of from 8 to 12 months. Some plans restricted the length of stay and others 
the extent of coverage of maternity care. The number of subscribers and de- 
pendents eligible for obstetrical coverage is not available. Various other special 
services were provided by the plans beyond these basie services. The attached 
exhibit indicates the several types of services covered, the number of plans pro- 
viding these services in whole or part, and the number of subscribers and de- 
pendents eligible for such services. 

Full benefits were provided for a period varying from 21 to 150 days. The 
average full-benefit coverage was from 21 to 30 days per certificate year. Nearly 
all the plans provided partial benefits for an additional period, averaging about 
50 percent of the full benefits for an additional 90 days. An exhibit is attached 
showing the maximum number of full-benefit days and the number of subscribers 
and dependents eligible for such coverage. 

The room and board coverage provided by the plans varied from coverage in 
full in a minimum-priced private room to a per diem allowance. The average 
participant, however, was entitled to full coverage in semiprivate accommoda- 
tions regardless of cost. An exhibit showing the type of accommodations avail- 
able and the number of subscribers and dependents eligible is attached. 

The plans generally excluded the following: Hospital service primarily for diag- 
nostic purposes; rest cures; workmen’s-compensation cases; care in a veterans’ 
facility or other Federal hospital; blood, blood-plasma, and blood-donor service; 
and services of physician, surgeon, or private-duty nurses and their board. 

During 1949 the typical certificate provided up to 30 days’ care per certificate- 
year in semiprivate accommodations, plus 90 additional days at 50 percent 
benefit. It included coverage for special diets; general nursing care; use of oper- 
ating room; laboratory service; routine medications and dressings; anesthesia; 
and the following services when consonant with condition for which hospitalized 
and administered by a salaried employee of the hospital: Basal-metabolism 
tests, oxygen therapy, X-ray, and electrocardiograms. Out-patient service was 
provided for emergency accident cases within 24 hours after the accident. Ma- 
ternity care was provided under the family certificate after nine consecutive 
months’ participation and included use of the delivery room and ordinary nursery 
care for the newborn child. 

It has been estimated that Blue Cross plans paid 84 percent of the total hospital 
bill borne by the average Blue Cross participant during 1947. For 1948, the 
corresponding figure was 82 percent. Studies for the first 6 months of 1950 indi- 
cate that Blue Cross plans pay approximately 79 percent of the total hospital 
bill of their members. 





1 Data available for November 1945, December 1946, and November 1949. 


Nore.—Percentage figures quoted for 1947 and 1948 were taken from the pamphlet, How Much Do Blue 
Cross and Blue Shield Health Insurance Plans Pay? by Frank G, Dickinson, 1949,. 
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e 


NURSING SERVICE PROVIDED BY BLUE CROSS PLANS 


All plans provide general nursing service to hospitalized Blue Cross patients, 
and most plans specifically exclude the services of a private-duty nurse and their 
board. 

To our knowledge, no plan provides benefits for home-nursing visits at the 
present time, nor do we know of any plan that is considering such coverage. 
Historically in the prepayment field, however, experience has shown that the 
cost of providing coverage for such programs usually becomes prohibitive in 
relation to the benefits provided. 

At the biennial convention of the American Nurses Association in San Francisco 
May 8-12, 1950, there was considerable discussion concerning the AN A’s interest 
in developing a prepayment program for special-duty and home-nursing service. 
The association adopted a platform which has as one of its main objectives 
‘providing health protection for the American people.”’ Point 4 of this platform 
is as follows: ‘4. Promote nursing in prepaid health and medical care plans.” 

The American Nurses Association adopted a resolution to request the ‘‘Ameri- 
can Medical Association and other recognized national professional and health 
organizations to work jointly with the American Nurses Association for the in 
clusion of nursing service in voluntary nonprofit prepayment plans.’’ The 
American Hospital Association was contacted regarding this action and the board 
of trustees of that association replied that they were referring the matter to the 
Blue Cross Commission. ‘To date the Blue Cross Commission has not taken any 
action in this regard. 


DENTAL SERVICE PROVIDED BY BLUE CROSS PLANS 


Based on a special survey in August 1950, two Blue Cross plans specifically 
provide coverage for dental cases requiring hospitalization in member general 
hospitals. Regular certificate benefits apply. One of these plans, however, 
specifically excludes dental care in a nonmember hospital. 

Sixty-four plans neither include nor specifically exclude coverage of dental care 
in a hospital. It might be assumed that when not specifically excluded, coverage 
is provided; however, plan policy is probably based on an individual evaluation 
of the case. One of the 64 plans does specifically exclude the services of a dentist 
but does not indicate coverage of dental care in the hospital. Another plan 
specifically excludes dental X-rays but does not indicate the coverage of other 
dental care in the hospital. 

Seventeen plans specifically exclude in their certificates hospitalization for 
dental care. 


Admission rate and average length of stay of hospitalized Blue Cross patients, 1945-49 


Admission Average 
Year rate (per 1,000; length of 
members stay 

1945 4 = . 107 28.00 
ee as ih al ciee : 1111 27.85 
1947. Se re ‘ - et Sheela cess : 1122 47.9 

1948 eames ia taal J sae Bea $117 67. 

ES 5 aillindiaaiaiieeis SS ee eee 7118 v7. 





1 In- and out-patient admissions. 
2? Median average. 

3 In-patient admissions only. 

4 Arithmetical average. 








14 HEALTH INSURANCE PLANS IN THE UNITED STATES 


Experience of out-patient cases by treatment and diagnosis ! 








| Number of cases | Cost per partici- Average cost per 
; per participant | pant case 
Diagnosis and treatment ee io ses = a i 
1948 1949 | 1948 1949 1948 1949 
Obstetrical treatment: 
Deliveries... ee ee eye (2) (2) $0. 00002 | $0. 00006 $6. 81 $48. 46 
Other maternities..............__- ed () (2) | 00004 - 00004 10. 11 12. 97 
Total obstetrical.._.___- Sc die oe @) () | 00006 0001 _ 8. 69 23. 45 
Surgical treatment: | 
Tonsil and adenoidal.__-_......__.. 0.00001 | 0.0001 | 0002 0006 10. 92 7.51 
Digestive system __...___- onighhoee . 00021 | . 0001 | 0018 0006 8. 63 7.91 
Genitourinary system__..- il alk . 00033 . 0003 | 0031 0029 9. 40 10. 04 
Benign tumors ee ae . 00034 .0005 | ..0034 0050 10. 04 9. 44 
Injuries and poisonings - - Sotadutee . 00455 . 0047 . 0416 . 0440 9.15 9. 22 
A CRONE Shkiin ds cncncdci. ase .0020 | .0135 .O151 7.02 7. 58 
Total surgical = oaeiaamedeas . 007: 37 | 0077 . 0636 0682 8. 63 8.81 
Medical treatment: | | 
Respiratory system__........_- . 00004 | () } 0003 . 0001 7.33 6.49 
Digestive and genitourinary sy stem. . 00006 . 0017 . 0004 .O117 6. 62 6.80 
Circulatory system. Siest ee . 00003 . 0002 . 0002 . 0017 6. 21 7. 58 
Ee ee a RS: . 00593 0071 0377 . 0507 6. 36 7.19 
Total medical___.._. a 00606 0090 0386 0642 6. 36 7.13 
Grand total a schol eats "0134 0167 . 1023 . 1325 7.60 7.91 


i 


' Only data for the years 1948-49 are available. Includes only data of Blue Cross plans furnishing detailed 
information and reporting number of participants. 
? Less than 0.0001. 


Experience of in-patient cases by treatment and diagnosis,'! 1948-49 





| | | 
Pa 
Number Number | Cost por | Average | A verane 
of case of lays | art ic ci length of Average cost : 
per par- per par- | I . | ; ‘7a ‘ " } per case : a = 
Diagnosis and treatment ticipant il ticiy vant | yon "e | ‘ 
- -—————|- 


| 1948 | 1949 | 1948 | 1949 | 1948 | 1949 | 1948 1949 | 1948 | 1949 | 1948 | 1949 
= : eaves as ania a 
Obstetrical treatment: | | 





Deliveries . __.---/0. 019'0. 020)0. 155/0. 148/$1. 26'$1. 29) 7.98) 7. 51/$65. 21/965. 60/$8. 17 
Other maternities_.___- --| . 003} .003) .013) .O14) .12) .14) 4.38) 4.11] 40.42) 41.22) 9.2 
Total obstetrical -- -- = .| .022 023) 168; . 162) 1.38) 1.43) 7.41) 7.01) 61.58) 61.99) 8.32, 8.85 
Surgical treatment: | | 
Tonsil and adenoidal .013) .013) .020) .019) .26) .28 1.58 1.48) 20.69) 21. 26 13.1014.35 
Digestive system sae . O12) . O12) . 121} .112) 1.18) 1.25) 9.80) 9. 80) 95. 63)109. 77) 9. 76/11. 20 
Genitourinary system . 009; .009) .078) .077| .77) . 88) 8.86) 8.43) 87.33) 95.48) 9.8611. 33 
Benign tumors panne . 004; .004) .034) .032) .35) .38! 8.37) 7.70) 86.37! 93.12/10. 32/12.10 
Injuries and poisonings .| .004) .004) .032) . 029 28 29: 7.78) 7.35) 66.89) 73.39) 8.59) 9.99 
Di Ce owen > . O11) . 011) .099) .096) .93) 1.01) &. 53) 8.68) 80.48 91.32) 9.43/10. 52 
Total surgical........- .---| .053} . 053} . 384] .365] 3.77) 4.09) 7.16] 6.92! 69.92) 77.54] 9.76.11. 20 
Medical treatment: 
Respiratory system ‘ ‘ OOS .008) .059) . 058 53; . 59, 7.39) 6.84) 67.23) 69.65! 9.10 10.18 
Digestive and ge nitourinary 
system : .009; .010' .065) .074; .59) .74 7.47) 7.11) 67.66) 71.31) 9.05 10.03 
Circulatory system... -- . 004; .005 .055) .058) .46) . 57:12. 64.12.55 104.65121.17 8.28 9.65 
All others c .------| . O16) .O17) .142) .146) 1.11) 1.27, 8.80) 8.58; 69.15 74.62) 7.86; 8.70 
Total medical. -_- iced -| .037| .040) .321| . 336, 2.69) 3.17) 8.58 8.30 72.03) 78.08 8.39 9.41 
Grand total_-._.--- -------| . 112} .116) . 873) . 863) 7.84) 8.69) 7.67) 7.42) 68.95) 74.64) 8. 98 10.06 


! Only data for the years 1948-49 are available. Setaiewthidt data of Blue Cross plans furnishing detailed 
information and reporting number of participants. 
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BLUE CROSS SUBSCRIPTION RATES 


Subscription rates vary considerably among the individual Blue Cross plans 
principally because of the variation in the cost of hospital service in the different 
areas and other similar factors. For the year 1949, monthly subscription rates 
varied as follows: For one person, from 70 cents to $2.10; for husband and wife, 
from $1.30 to $3; and for an entire family, from $1.60 to $4.60. The average 
monthly subscription rate was: One person, $1.25; husband and wife, $2; family, 


Diy 
— 


$2.75. 


Median rates for the typical certificate during 1949 were: One person, $1.15; 
husband and wife, $2.30; and family $2.75. 


Nore.—Rates quoted in paragraph 1 were taken from Non-Profit Health Service 
Plans, by Paul R. Hawley, 1949. 


EMPLOYER PARTICIPATION IN COST OF BLUE CROSS MEMBERSHIP 
December 1946 


Based on a special study completed as of December 1946, employers were paying 
all or part of the cost of Blue Cross protection for 7.6 percent of the total Blu 
Cross membership. Figures for this study were accumulated during November 
and December 1946 and percentages were based on membership of each plan on 
October 1, 1946. 

Seventy-seven of the eighty-seven plans reported the extent of their enrollment 
in which employers participated in the cost; three plans said they had no informa- 
tion on the subject; seven plans did not reply to the Commission questionnaire. 

For 73 reporting United States plans, 7.5 percent of the total enrollment involved 
employer participation as compared to the average of 7.6 percent for all 77 
reporting plans. 

A total of 11,872 firms met part of the cost of membership for 1,692,816 em- 
ployees and members of their families. Nearly half of these firms, 5,687 (47.9 
percent) were reported to be paying at least part of the total cost of family member- 
ship. Since the 77 reporting plans held 91.7 percent of all Blue Cross enrollment 
on October 1, 1946, it is a fair conclusion that the above figures are within a few 
percent of representing the actual total amount of employer participation in Blue 
Cross membership. 

Based on lists of major firms participating in the cost, 83.2 percent paid at least 
the full cost of membership for the employee; 37.9 percent paid full cost of mem- 
bership for employee and family members. An additional 9.9 percent made a 
partial payment toward the cost of family membership, making a total of 47.8 
percent who paid some part of full family enrollment. Only 6.9 percent met less 
than the cost of membership for the employee only. 

Individual plans varied greatly in the extent to which employer participation 
had become a part of their program. On a percentage basis, 11 plans had more 
than 15 percent of their total membership on a contributory basis. It is note- 
worthy that all of the plans with large contributory membership are located in the 
industrial northeast or middle Atlantic States, or on the Pacific coast. Twenty- 
eight plans reported more than the average percentage (7.6 percent) of member- 
ship enrolled with employer participation. Only one plan located in the South 
indicated that none of its firms were paying part of the cost of membership. 

Ten plans had 50,000 or more members enrolled on an employer participatio: 
basis. With two exceptions, these plans were all located in major industrial 
cities with more than 400,000 population. Only three of these plans, however, 
had more than 15 percent of their membership on a contributory basis. 

Thirteen plans had enrolled more than 300 firms on a contributory basis; only 
two of these plans did not have more than 15 percent of their total membership 
and/or more than 50,000 of their members enrolled on an employer participation 
basis. Nine plans reported more than 200 firms participating in the cost of 
membership for the entire family. 

Four plans reported that all employers who contributed toward Blue Cross did 
so for dependents as well as for the individual employee; 15 plans showed that 
more than 70 percent of participating firms contributed toward the cost of family 
membership. Thirty-four plans reported a larger percentage of employers con- 
tributing for dependents than the average for all plans (47.9 percent). 

Proportionally plans with 500,000 or more members had less enrollment with 
employer participation in the cost than plans in other size groups. Plans with 
200,000 to 500,000 members had almost exactly their proportional! share of con- 
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tributory membership. Plans in each of the three smaller groups had correspond- 
ingly more than their proportional share. The following table gives a comparison 
between the five size groups of plans, showing their percentage of the total Blue 
Cross enrollment and their percentage of the total contributory enrollment: 


Percentage of total Blue Cross membership and total contributory enrollment and 
average percent of each plan’s enrollment which is contributory, by size groups 




















- Average per- 

7 ercont of Percent of | cent of each 

Cross en- total con- | plan’s enroll- 

rollment tributory ment which 

Oct. 1, 1946 enrollment | is contribu- 

en tory 

Group I (plans with 500,000 or more members) ....-...-...---- | 59.4 | 50.1 5.6 
Group II (200,000-500,000 members) ..............---------...-- 21.6 | 22.9 7.3 
Group III (100,000-200,000 members) -...........-----------.-- 13.3 17.8 10.7 
Group IV (50,000-100,000 members) ---......--....-.-.---.-.-- 3.2 5.7 15.1 
Group V (less than 50,000 members) - - - --.-...-...-.-------.-- | 2. 3.4 11.3 
TT NB sikh iin sd ta ntincdbc ei ndeind | nine ibdbbeddde 99.9 | 7.6 





By geographical area, three sections showed an unusually high percentage of 
enrollment with employer participation. This is most marked in New England, 
which has 13.4 percent of the total Blue Cross enrollment, but 27.8 percent of all 
contributory enroliment. Conversely, the West North Central States have very 
little employer participation: with 9.5 percent of total Blue Cross membership, 
they had only 2.9 percent of the total contributory enrollment. The following 
table gives the percentage of total Blue Cross enrollment and the percentage of 
total contributory enrollment by geographical area: 


Percentage of total Blue Cross enrollment and percentage of total contributory 
enrollment by geographical area 





j 











ne of | Percent of 
Sta toc total Blue | total con- 
Area (States) | Crossen- | tributory 
| Yrollment | enrollment 
ne _ <a 
New England (Maine, New Hampshire, Vermont, Massachusetts, Rhode | | 
ON a eae ‘ ee =a | 13.4 27.8 
Middle Atlantic (New York, New Jersey, Pennsylvania) : seh 30.3 4.6 
East North Central (Ohio, Indiana, Minois, Michigan, Wisconsin) oan awn 23.8 16.3 
West North Central (Minnesota, lowa, Kansas, Missouri, North Dakota, 
South Dakota, Nebraska) is : sd witniaetii esti Ls 9.5 2.9 
South Atlantic (Delaware, Maryland, District of Columbia, Virginia, West 
Virginia, North Carolina, South Carolina, Georgia, Florida) ._...........--- | 7.1) 5.2 
East South Central (Kentucky, Tennessee, Alabama, Mississippi) - ------- | 1.9 1.8 
West South Central (Arkansas, Texas, Louisiana, Oklahoma) ............_.. i 2.0 2.0 
Mountain (Montana, Idaho, Wyoming, Utah, New Mexico, Colorado, | 
Arizona, Nevada) - ll Nai a aetna’ ek tae aS ies 2.3 .9 
Pacific (Washington, Oregon, California) .........-...--....--.-----.-- 2.6 5.0 
Average --- hv bnkwbhhbebbnan tah whieddshen cock itmesennetpdubins 92.9 86. 50 


A tabulation of the percentage of each plan’s contributory membership by year 
of first enrollment in the plan indicates no discernible pattern whatsoever; age of 
the plan appears to have no effect on the extent of contributory enrollment. 


July 1950 


Based on a special study completed as of July 1950, 12.2 percent of the par- 
ticipants of the reporting Blue Cross plans are enrolled in employer contribution 
groups as compared to 7.6 percent of the participants in December 1946. 

Complete data on number of groups, number of employer participation groups, 
and number of participants were received from 66 of the 90 Blue Cross plans. 
But, because the percentage of employer participation groups in these 66 plans 
was almost identical to that of the 73 plans reporting only the number of em- 
ployer participation groups, it was estimated that all of the 90 plans, with a 
total enrollment of 35,918,705 (December 31, 1949), had approximately 4,400,000 
members for whom part or all of their membership cost was being paid by the 
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employer. Further estimates indicated that 35,000 (10.5 percent) of the 330,000 
employed groups enrolled were those in which the employer contributed all or 
part of the cost of membership. 

Twenty-four plans exceeded the national average by having more than 12.2 
percent of their participants enrolled in employer contribution groups. Per- 
centages for these plans varied from 12.4 to 85.42 percent of their total en- 
rollment. 

Although the over-all picture indicates that there is a definite increase in 
employer contribution, not all of the plans increased the number of contributory 
members. Fifty of the reporting plans in the 1946 study could be compared 
with those of this study. Of these, 34 plans increased and 16 plans decreased 
in percentage of contributory members. In 1946, one plan had 24.5 percent of 
their total participants enrolled in contributory groups; at the present time, 
only 11.2 percent are so enrolled. Another plan also dropped considerably from 
71.7 percent in 1946 to 50.07 percent in 1950. Many plans varied only in 
fractions of a percent from 1946 to 1950, but a majority of the increases were 
patterned after the national increase. 

Nineteen plans had more than 15 percent of their total membership on a con- 
tributory basis. Five of these plans fell in this category in the 1946 study. 
Eight plans had less than 15 percent of their total membership on a contributors 
basis in 1946. Six plans in the 1950 report were not in the 1946 report. Four 
plans with more than 15 percent of their total membership on a contributory 
basis in 1946 had decreased below this percentage in 1950. 

Thirteen plans had 50,000 or more members enrolled on an employer par- 
ticipation basis. Seven of these plans had more than 15 percent of their total 
membership on a contributory basis. 

Twenty-four plans have each enrolled more than 300 firms on a contributory 
basis. 

The plans were requested to report the percent of contribution being paid for 
employees and/or dependents. The mean of their reported percentages was 
calculated as follows: 

(a) 34.2 percent pay total cost of membership for employees and dependents 

(b) 33.2 percent pay total cost of membership for employees only. 

(c) 18.1 percent pay some part of membership cost for employees and 
dependents. 

(d) 14.4 percent pay some part of membership cost for employees only. 

The most common percentage paid under (c) and (d) above was 50 percent 
in almost all cases. However, the mean was calculated to be: 

(c) 51.4 percent. 
(d) 52.01 percent. 

As in 1946, plans with 500,000 or more members had less enrollment with 
employer participation in the cost than plans in other size groups. Plans with 
200,000 to 500,000 members had almost their proportional share of contributory 
membership. Plans in each of the three smaller groups had correspondingly more 
than their proportional share. The following table gives a comparison between 
the five size groups of plans, showing their percentage of total Blue Cross enroll- 
ment and their percentage of the total contributory enrollment: 


Percentage of total Blue Cross membership and total contributory enrollment end 
average percent of each plan’s enrollment which is contributory, by size groups 


| Average per- 


Percent of Percent of | cent of eich 

total Blue total plan’s enroll 

Cross enroll- | contributory | ment which 

| ment, Dec. enrollment | is contrib- 
| 31, 1949 | | utory 


| 





Group I (plans with 500,000 or more members) ------- 7 


ate ntti 70.1 70.7 | 11. 96 
Group II (200,000-500,000 members) _..........-.-.----------- 22. 2 | 17.8 | 8.78 
Group IIT (100,000-200,000 members) ................--.- ; 3.7 5.1 | 14. 01 
Group IV (50,000-100,000 members) - .............-..---.----- | 3.0 5.1} 17. 58 
Group V (less than 50,000 members) end cel enigccaael 1.0 3 | 12. 49 

Average, all groups. - -.- ie Rn n dai ebumaake ween ane waa tee eabeanewe s 12. 20 


By geographical area, the highly industrialized New England, Middle Atlantic, 
and East North Central States showed unusually high percentages of contributory 
enrollment. In 1946, this was most marked in New England, which had 13.4 
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percent of the total Blue Cross enrollment, but 27.8 percent of all contributory 
enrollment. In 1950, the Middle Atlantic States ‘with 30.5 percent of the total 
Blue Cross enrollment led with 54.1 percent of all contributory enrollment. The 
West North Central States again showed very little employer participation: with 
9.6 percent of the total enrollment, they had only 2.7 percent of the total contrib- 
utory enrollment. The following table gives the percentage of enrollment and 
percentage of total contributory enrollment by geographical area 


Percentage of total Blue Cross enrollment, and percentage of total contributory 
enrollment by geographical area 





Percent of Percent of 
= (Siates | total Blue total contri- 
Area (States) | Cross enroll- | butory en- 
| ment | rollment 
, 2 oleate cage aicaiel eerie al nighebaan 
New England (Maine, New Hampshire, Vermont, Massachusetts, Rhode | 
NLT Te ohio 5 wheal a nbeamebenmbagmawenbosbheewa 10. 1 7.3 


Middle Atlantic (New York, New Jersey, Pennsylvania). ......-...-.... 30.5 | 54 1 
East North Central (Ohio, indiana, Illinois, Michigan, W isconsin) _- | 22. 1 








22. 17.0 
West North Central (Minnesota, Iowa, Kansas, Missouri, North Dakota, 
South Dakota, Nebraska) ; | 9.6 2.7 
South Atlantic (Delaware, Mary land, ‘District of C olumbia, Virginia, “West | 
Virginia, North Carolina, South C arolina, Georgia, Florida) : hen 8.5 77 
East South Central (Kentucky, Tennessee, Alabama, Mississippi) - . ...-----| 3. 1 3.0 
West South Central (Arkansas, Texas, Louisiana, Oklahoma) __.---....--- | 3.2 2.3 
Mountain (Montana, Idaho, Wyoming, Utah, New Mexico, Colorado, Ari- | 
ec ae eanauene aban : | 2.2 s 
Pacific (Ww ashington, Oregon, California) pied niicmimmemee eee thie ore peeeeet 3.3 1 7 
| RR i a ae a cudiombuaindn 93. 1 97.6 
| | 
No figures are available to indicate if the percent of membership cost being 
paid for the employees has increased. 
Operating statement data of Blue Cross plans, 1945-49 
| Hospitalexpense | Operating expense ! Net income 2 
Total income |____ bi = aa Sie cibieiomceiskibehabunhticbess A 
“aed | 
Amount [Percent Amount {Percent Amount | Percent 
| 
cecieaien ake $j siete ssisdedasmest |—_— 
1945___. : ..-| $123, 620, 185 | $100, 877,676 | 81.60 | $15,030,881 | 12.16 $7, 711, 628 6. 24 
1946 : : 163, 602.501 | 135, 157, 308 82.61 | 21,249,712 | 12.99 7, 198, 481 4.40 
1947 3___. _.-.------| 233,912,471 | 201,062,544 | 85.96 | 25, 946,826 | 11.09 6, 903, 101 2. 95 
ee 299, 475, 462 254, 540,764 | 85.00 | 28, 693, 797 9. 58 | 16, 240, 901 5. 42 
 asinnuebon ------| 363, 237, 137 307, 088, 563 84.54 | 31,835, 133 8. 76 24, 313, 441 6. 69 


’ Distribution of incurred expenses by taxes, acquisition cost, and all other expenses not available 
2 Additions to reserves. 


3 3 Includes medical/surgical data of 4 plans. 
4 Includes medical/surgical data of 6 plans. 
BivuE Cross ComMISssION 
OF THE AMERICAN HospiTat ASSOCIATION, 
Chicago 11, Ill., January 19, 1981. 
Dean A. CuarK, M. D., 
Consulting Director, Survey for the Subcommittee on Health, 
Committee on Labor and Public Welfare, Room 4—A, Senate Office Building, 
Washington, D. C. 

Dear Dr. CiarK: This will acknowledge your letter of January 5, and Mr. 
Aannestad’s letter of December 22, with further reference to the material we are 
preparing for study by your subcommittee. 

The additional data or clarification which you requested under date of Novem- 
ber 30, consisting of answers to the 22 questions submitted, is attached hereto. 

Data in respect to those items of your original schedule of information which 
have not yet been supplied are still in preparation, but will be forwarded at the 
earliest possible date. Please be assured that we recognize the time limitations 
imposed upon the work of your survey. 
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By now, you should have received the enrollment report for September 30, 1950, 
as requested. The estimated enrollment for Blue Cross plans in the United 
States, as of December 31, 1950, is 37,280,000. The estimated total earned income 
(including earned subscription income and other earned income) of Blue Cross 
plans in the United States for the year 1950 is in excess of $430,000,000, of which 
approximately $375,000,000 will be devoted to the payment of actual hospital 
bills. 

In addition to other data attached, we are submitting supplementary reports 
on two items included in our original material. These involve: (1) Distribution 
of membership in Blue Cross plans by age, and (2) distribution of subscribers by 
occupational classification. These supplemental reports include data received by 
us after submission of the original reports on the subjects. 

Sincerely yours, 
Ricuarp M. Jongss, Director 


Distribution of membership in Blue Cross plans by age (by States), supplemental 
report, January 1951 





Birth | | 
State to 5-9 | 10-14 | 15-19 | 20-24 | 25-29 | 30-34 
4 years | 
} i | 
Idaho.......- ae eed | 3,435] 5,763 | 4,427] 4,242 
New York !_- i Ag tite oe | 26,801 | 27,634 | 21,811 | 29, 166 
Oklahoma lia ckt Jue 28,906 | 38,435 | 27,319 | 25, 606 





1 Partial. 


Distribution of: membership in Blue Cross plans by age (by States), supplemental 
report, January 1951—Continued 





ee er aren we pt 
} Fr any 
State | 35-39 | 40-44 | 45-49 | 50-54 | 55-59 | 60-64 | _—— Total 
| j | | | 
Se a aiid = 3, 468 4, 068 3,172 | 3,567 } 2,120] 2,416 1,931 50, 151 
DE said tata anckenandkhons 24, 963 | 24,852 | 22,785 | 21,388 | 18,635 | 11,283 | 2,998 | 307, 803 
NONI ons ent ..| 30,075 | 27,737 | 22,61 


,615 | 17,656 | 11, 764 7, 963 4,089 | 348, 397 
| 


| 
| | 


1 Partial. 


Distribution of subscribers by occupational classification, supplemental report, 
January 1951 


| ri te | | 
al | Proprietors, Craftsmen, 


| Profession . ‘ iii ot! 
. | is Ss anagers ( ‘ricaland S e » ( 1e 
| and semi- Farmer: managers, lerical anc ilesmen foremen, 














Flam Rendquerters | professional] and farm | and offi- | kindred and sales- | and 
workers | Managers |cialsexcept} workers women | kindred 
| ‘ farm | workers 
ee in vie or ° ~s | ae ete ee =. on ~e : 
Boise, Idaho: | | | 
NR ree lea 450 2, 183 | 1, 549 | 1, 083 700 | 1,9 
Id éctcckormiceckins ses sicraeal 1, 63: | 550 | 1, 549 67 | 150 
ok "tie ate ee ete sai .Y : 2 
tet one tnak eet 2, 083 | 2, 183 2, 099 | 2, 632 767 | 2, 083 
\ | | 
| - | F | Service | ‘ TS 
Operatives | Domestic | Service Laborers 


Farm la- 

















Plan headquarters andkindred| service | workers | borers and except Total 
| except do- farm and 
workers | workers mestic | ‘oremen | ining 
' | 
Boise, Idaho: | | | 

Male. - wate er 2, 099 450 166 533 | 11, 146 
Pe Sc cshiccas et 233 | 167 | 1,166 |__ 5, 515 
OO" ee | 2, 332 167 | 1, 616 | 166 | 533 16, 661 

' ' | 
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ADDITIONAL DaTA FOR SENATE SUBCOMMITTEE ON HEALTH From BLvuE Cross 
CoMMISSION OF THE AMERICAN HospiITaL ASSOCIATION 


The following additional data or clarification is submitted at your request, in 
reply to 22 questions forwarded under date of November 30: 

1. A table distributing membership in Blue Cross plans by subscribers and 
dependents by States, as of September 30, 1950, is attached. 

2. Current enrollment data cannot be segregated between nongroup and group 
enrollment because of an unknown number of group conversions who are pres- 
ently remitting directly to each plan. However, we are enclosing a table showing 
the nongroup enrollment, by States, as of June 30, 1949. 

Of the 84 Blue Cross plans in the United States, 69 (82 percent) now have 
established nongroup enrollment programs. Three plans have offered nongroup 
enrollment since 1933; 10 plans initiated such a program between 1938 and 1942; 
37 plans started their programs between 1944 and 1949; and 7 plans have initiated 
nongroup enrollment programs during 1950. Effective dates of the original 
nongroup programs are not available for 12 plans. In addition to the 69 plans 
referred to, 7 plans not currently offering nongroup enrollment have indicated 
their intent to establish such a program within the very near future. 

Rates are generally higher for nongroup subscribers than for group subscribers, 
and most plans require the nongroup subscriber to remit on not less than a 
quarterly basis. Percentagewise, the increase in nongroup rates over group rates 
ranges from 4 to 40 percent. 

Nongroup members receive somewhat the same benefits as group members. 
Many plans tend to reduce maternity coverage and to establish longer waiting 
periods for tonsillectomies and adenoidectomies and preexisting conditions. A 
few plans use some form of health statement as a basis for accepting nongroup 
applications. In some instances, age limits for original enrollment are estab- 
lished in plans having no age limits for original group enrollment. However, 
30 plans are presently offering the same benefits to both group and nongroup 
members. 

Utilization data on nongroup members is somewhat limited. In 1949, 18 
plans reported favorable experience on their nongroup enrollment programs and 
15 plans reported unfavorable experience in relation to their experience on group 
enrollment. 

It has been, and will continue to be, the policy of the Blue Cross Commission 
to urge the plans to adopt nongroup enrollment programs in order that Blue Cross 
coverage may be available to all persons residing in the area served by each plan. 
As previously indicated, there has been a very pronounced trend toward establish- 
ment of nongroup enrollment programs by plans, accompanied by increasing efforts 
by plan management to expand enrollment through such programs. 

3. Blue Cross plans were requested to submit rural enrollment data based on the 
United States Bureau of Census definition as stated on page 2 of the Statistical 
Abstract of the United States, 1949. However, most plans could not submit data 
from their records within the confines of this definition. It is doubtful if the rural 
enrollment figures for any two plans were submitted on exactly the same basis. 

4. The data submitted in our item B (6) was for the Rockford, Ill., plan and not 
the Delaware plan, and was based on their subscriber enrollment as of June 30, 
1950. We do not believe it to be necessarily typical of any other plan. 

5. Please refer to our letter dated December 8. 

6. We do not have any data which would indicate persistency or continuity in 
membership. The latter portion of this question was answered in our letter of 
December 8. 

7. The names of the plans and their individual membership as of September 30, 
1950. are enclosed. 

The methods used by the 15 plans are outlined in the second paragraph of the 
section, Eligible Dependents, in our original report. We have no additional data 
regarding this point. The two plans apply the third method stated, i. e., “Apply 
a predetermined factor to the number of contracts in force.’’ We are unable to 
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report the factors used by individual plans. The 17 plans which do not maintain 
records on dependents are those located in— 


Boise, Idaho New York, N. Y. 
Chicago, Ill. Rochester, N. Y. 
Des Moines, lowa Syracuse, N. Y. 
Topeka, Kans. Fargo, N. Dak. 
Louisville, Ky. Canton, Ohio 
Boston, Mass. Columbus, Ohio 
Kansas City, Mo. Milwaukee, Wis. 
Omaha, Nebr. Toronto, Ontario 


Buffalo, N. Y. 


8. Strictly speaking, there is no such thing as a ‘‘typical’’ Blue Cross certificate. 
The “typical certificate’ outlined in the next to last paragraph of our item C (1) 
included the services offered by the majority of plans to the majority of Blue Cross 
members. 

Rates vary considerably from plan to plan, depending upon local conditions and 
extent of coverage. It is impossible to quote any one rate as potentially applying 
to this so-called typical certificate. Actually, if those services were offered by 
each individual plan, there would be a wide variation in the rates charged for the 
certificate. 

The Nation-wide trend in services covered has been markedly toward expanded 
coverage. The trend in subscription rates has been toward higher rates for 
broader certificates and to keep pace with rapidly rising hospital costs. 

9. The percentage figures quoted in the last paragraph of C (1) were calculated 
on two different bases. The reported figures for 1947 and 1948 were taken from 
the pamphlet, How Much Do Blue Cross and Blue Shield Health Insurance 
Plans Pay? by Frank G. Dickinson, a copy of which is enclosed. The figures 
quoted for 1950 were based on a special study of 45 reporting plans during the 
first 6 months of 1950. 

We regret that the data included in our 1950 study was obtained from the 
reporting plans on a confidential basis, and we are not at liberty to furnish a copy 
to you. However, we would point out that the 45 plans included do not represent 
a proper cross section of all plans, and would be incomplete for your purposes in 
any case. In addition, it is possible to draw some very misleading conclusions 
from such data. For example, while the study might indicate the average amounts 
of charges ¢overed by certain plans, Blue Cross plans do not pay “‘average’’ bills. 
To describe plan coverage by reference to averages is untrustworthy, since the 
specific virtue of the Blue Cross idea is its flexibility and coverage of the grossly 
unaverage admissions. Few patients, as you know, actually use all of the special 
services available through plan membership, so that an “average’’ bill would be 
misleading on this score as well. The data collected by us are specifically designed 
for rate-making purposes, and not as an indication of the extent of coverage. 

Since the reported percentages were taken from two types of study, it does not 
necessarily follow that the trend in the percentage of hospital coverage provided 
by plans for the past 3 years has been downward. Indeed, we believe the exact 
opposite to be true. It was only within this period that plans began to offer the 
comprehensive, so-called 70-day contracts to large national firms such as United 
States Steel, and subsequently to offer the same coverage to their membership. 
At this moment, many plans are in the throes of wholesale conversions of member- 
ship from low-benefit contracts to much more comprehensive coverage. The 
situation in Youngstown, Ohio, as a single example, is indicative: In this area, the 
plan has abandoned a restrictive, largely indemnity certificate in favor of a 
completely comprehensive service program, which went into effect January 1. 
Changes in method of payment to hospitals in many areas, largely from a per diem 
allowance to a payment based on costs or charges, has further tended to affect an 
increase in the extent of coverage provided. 

As a further indication of the trend, we point out that the revised approval 
standards of the American Hospital Association, approved by the plans at their 
1950 annual conference, as well as by the trustees and the house of delegates of 
the American Hospital Association, provide that the most widely held certificate 
issued by each approved plan must cover a minimum of 75 percent of the amount 
billed for usual and customary hospital services. This standard will first be 
applied in consideration of approval for the year 1952, and will result in further 
stimulating the trend toward more comprehensive service benefit during 1951. 
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We do not believe there is any question but what a detailed study of benefits 
available to subscribers a few years ago with those available during 1951 would 
indicate clearly a marked increase in the comprehensive nature of the certificates. 

10. We are enclosing a table showing coverage in Blue Cross plans, by type of 
accommodation, by States. 

A number of plans offer coverage in more than one type of accommodation 
and/or dollar room allowance. We are unable to break down the enrollment of 
each plan by each of the various accommodations offered and have assigned 
the total enrollment of each plan to that plan’s principal type of accommodation. 
However, we feel that the inconsistencies involved in preparing the report in this 
manner tend to balance out: For example, one plan will offer certificates pro- 
viding private and ward accommodations with the private accommodations 
certificate held by the majority of its subscribers, while another plan will offer 
a $5 and $9 room allowance, with the $5 room allowance certificate held by the 
majority of its subscribers. 

More accurate data might be accumulated by conducting a special study; 
however, it would be at least 2 or 3 months before such a study could be completed. 

11. (a) See No. 10 above. 

(b) A copy of the Blue Cross Guide, which gives the subscription rates and 
benefit structures by plan, is enclosed. Please note that this book does not 
contain nongroup enrollment benefits and rates, but gives only group benefits 
and rates. We should also like to point out that there have been many changes 
in rates and benefits, almost uniformly upward, since publication of the enclosed 
Guide in November 1949. The January 1951 issue of the Guide is now on the 
press, and should be available by the end of this month. Two copies will be 
forwarded for your study as soon as it is available. 

12. The number of plans for each maximum number of full benefit days is 
as follows: 











Maximum number of full benefit days |November 1945) December 1946 |November 1949 
hie co 2 nd ee os ai 18 | 17 14 
a ee PRONE PT ESE RES 3 | 2 | 2 
Mie eet ee ee ee ae alee poate 38 | 40 | 41 
eich dette sitndaclahnlelipils i ctinethccbe exdimsaptnajs Mia tinsineands pbc paedeaiatica lacie dohemiecthadie | 9 | 10 | ll 
Tissier ab Silictasintenkel tetplanianstinnste-dinkysiabitientasinisiaeddee | 3 | 2} 2 
UR ee ee et Oe Se at sore 1 
i bnkits tb telnet enn cae dun Goes kaltamba te wanes 2 | crs Se ee 
a iN a a ea a ae i 1 |} 1 sad 
idvictintiecubdnimsmdin eet belidetink<ovdibiehnelawmnaain } 3 | 4 7 
incr GeuitiawanceniGhdaahdiniaik-t tihiecnelien dlp cue ahi elk naknneaiae ees a | 1 | 1 |. nnere 
(REEL RES Hh SE ESE TES SEG, fe BEE ERT AS Eis cmaeeh ae bet s 3 
Tcisishiicsndsdrcoed oka intlediinhihebi banned obenied 1 | 1 | 1 
a ca a a eae ee ee elias aie ane ema heen thea 1 
Si icictonickigdeebsasndhasica tie lichnattsiarrascnionianicatntteladhicg asta hebned etl samp waikat ee ead 1 
RRR se sae, ie eee eR ee ores ie | 80 | 81 | 84 





Please note that in preparing the above schedule, subscriber coverage was 
used in instances where the subscriber and dependent coverage varied. In pre- 
paring item C (1) b, if the maximum number of days varied between subscribers 
and dependents, we allocated the number of subscribers and dependents opposite 
the respective maximum days applicable to each. 

It should be carefully noted that these days are provided on a number of very 
differing bases. Some plans provide days on a per calendar-year, or a per cer- 
tificate-year basis, while others provide the maximum number of days for each 
separate hospital admission or for each separate ailment. There has been a 
definite trend away from the per year basis toward a type of per disability basis. 

13. The number of plans for each type of accommodation in item C (1) ¢ is 
as follows: 





Privs 
Semi 
Ware 
Roon 


RL of Sf Ph PK 


ID 


Aga 
cert 


cov 
in ¢ 
thre 
whi 
offe 
priv 


in-] 
has 
wo! 


ser’ 
tha 
wh 
eas 


tiv 


~oe 


agi sc Yh ”™ ” 


~ er we 


_ 


HEALTH INSURANCE PLANS IN THE UNITED STATES 23 


a 


| 





Type of accommodations | November 1945 | December 1946 | November 1949 
| 
cd ok ah ducclhbaceddseetnuesaheamaasdean 9 | 7) 4 
i a alacnsm ct lap iaatitiaisans bivind wind welts | 55 49 39 
hc itl deed v 7 14 
Room allowance: | 
Se SE a ee eR SS iid tee eae 1 1 
ie Ea aca niattiptnnin ec unliehiediinier teen pct alcadeailieal | 2 2 1] 
Sn RR era ea cE a eg aE TTI 
Se ese ete ee an ee want gt cabebemen 2 
EE teed by cabs bea dntda ioe Meatadado ah suchasbobessuas 2 ‘ 
a oie 3 8 16 
a a 1 2 s 
ae Ae edu 2 
Ries stesso 1 
tl 80 81 84 





1 Dependents only. 


Please note that subscriber coverage was used unless otherwise indicated. 
Again it should be noted that this table includes only the major group enrollment 
certificate used by each plan. 

The large difference in the number of plans offering semiprivate and ward 
coverage between December 1946 and November 1949 is due largely to a difference 
in definition. A few plans provide coverage in room accommodations containing 
three or more beds. In 1946 they were included under semiprivate coverage 
while in 1949 they were included under ward accommodations. Only those plans 
offering coverage in two- to four-bed rooms were included in the 1949 semi- 
private classification. 

14. Several Blue Cross plans have studied the practicability of including 
in-hospital private-duty nursing benefits in their certificates. After study, each 
has concluded that the cost of providing such coverage would be such that it 
would be unsalable to the general public at the present time. 

At least four plans are now considering provisions for adding home nursing 
service on an experimental basis to their coverage of a limited group, in order 
that they may determine whether such coverage will provide a useful service, 
whether it can be administered on a practical basis, and whether it will help to 
ease the load of in-patient hospital care. At least one plan has reached a tenta- 
tive general conclusion as to the kind of experiment which it desires to undertake. 
As vet, however, there has been no actual experience by Blue Cross plans in 
providing coverage for either private duty or home nursing service. 

Our previous statement was based in part on the experience reported by the 
Health Insurance Plan of New York and the Metropolitan Life Insurance Co. 
The Health Insurance Plan reported in a letter to the Blue Cross Commission 
dated April 19, 1950, that their coverage of home or visiting nurse service had 
been difficult to administer from the standpoint of ascertaining utilization, be- 
cause the utilization varied according to the responsibility of their medical groups 
in paying a portion of the cost of the service. The original estimate of 300 visits 
per 1,000 insured persons was considerably higher than the actual experience, 
which varied from a low of 11.9 visits to a high of 49.6 visits per 1,000 insured 
persons. Their coverage was provided through contracts with visiting nurse 
groups. Obviously, as reported by them, the utilization increased when the medi- 
cal groups were not concerned with the payment of these services. 

The Metropolitan Life Insurance Co. reported that it was discontinuing its 
program of visiting nurse service because the utilization did not warrant its con- 
tinuance. In their program, we understand, the service was made available to 
‘industrial and intermediate policyholders and to employees insured under group 
policies,”’ and no specific charge was included in the premium as the cost of the 
service was allocated as a welfare expense. 

Our statement regarding the cost of providing home nursing coverage was based 
partly on the administrative expenses which would be incurred in processing and 
service claims. In June 1949, Dr. Paul R. Hawley, then chief executive officer 
of the Blue Cross Commission and the Blue Shield Commission, and Mr. Richard 
M. Jones, director of the Blue Cross Commission, met with Emilie G. Sargent, 
Netta Ford and Alma C. Haupt of the American Nurses Association to discuss 
the practicality of providing coverage for special-duty nursing and home-nursing 
visits under the prepayment programs. Briefly, the concensus of the group, at 
that time, was that though such coverage might be desirable, the administrative 








24 HEALTH INSURANCE PLANS IN THE UNITED STATES 


cost of such a program seemed to be prohibitive in relation to the over-all benefits 
that might be provided. As an illustration, it is just as costly, administratively, 
to process a claim for $3 as it is to process one of $300. Under the program of the 
Health Insurance Plan of New York, the average cost per visit for the period 
March 1, 1947, to February 28, 1950, was reported as $2.35. Administratively, the 
cost of processing such a claim would equal the cost of the visit and would there- 
fore entail a total cost of approximately twice that of the benefits provided. 

It is entirely possible that either private-duty nursing service, or home nursing 
service, or some type of housekeeping service, may be made available by Blue Cross 
plans at some future date, if present studies and experiments which may be under- 
taken develop practical methods of providing such services. Our original informa- 
tion was intended to describe the situation with regard to such coverage, as it has 
developed to date. 

15. The two Blue Cross plans reported as providing dental care are those located 
in Salt Lake City, Utah, and Newport News, Va. However, the latter plan 
specifically excludes dental care in nonmember hospitals. The subscriber and 
dependent membership for these two plans, as of September 30, 1950, is as follows: 




















Subscribers | Dependents 
nik Matinee ie ere pita ys ae ak 23, 892 | 46, 424 
NG ONL Se es eh bo ee tase Pe iat AG ET 11, 241 | 20, 627 


However, it should by no means be inferred, as we pointed out in the original 
data, that these are the only two plans which provide dental care. These are 
the only two which specifically state that they do provide such care. However, 
64 plans do not mention dental care in their certificates, neither specifically in- 
cluding nor excluding it. It should be assumed that, in the absence of specific 
exclusions, in-patient dental care would be covered by these plans. In addition, 
tooth extractions performed in hospital out-patient departments is covered by 
many plans as minor surgery. 

16. The detailed data requested to amplify our item D (b) was gathered from 
the reporting plans on a confidential basis, and we are not at liberty to make it 
available. We do not believe that this particular information is essential to 
completion of your study. 

17. The detailed data requested was gathered from the reporting plans on a 
confidential basis, and we are not at liberty to make it available. Obviously, 
this data is of interest to competitors of Blue Cross plans and we would prefer 
not to make it public. We do not believe that this particular information is 
essential to completion of your study. 

18. The range of rates for each type of certificate in item C (1) (a) for November 
1949 data was: 


Type of Certificate Type of Certificate 

Private: Range $5 room allowance: Range 

ee eee $1. 00-$1. 10 PC $0. 85-$1. 50 

Peet ee Ss 2. 00— 2. 20 oe ee a ETSI AS 1. 55- 2. 75 

Pam 32252 2. 60— 2. 80 SE, Soa es see 2. 00— 3. 30 
Semi-private: $6 room allowance: 

Swereens soo Co Rk . 75—- 2.10 Dime elt 1. 00— 1. 40 

Sanh Ce See 1. 30— 3. 40 en ee 2. 10— 2. 50 

Pen 2203 UR lS 1. 60— 4. 60 Pay 2S ee 2. 00— 2. 90 
Ward: 

puibter so) a525 2 . 70—- 1. 80 

Been 1. 40— 3. 25 

Paes 222k EO 1. 85- 4.10 
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Unweighted average rates for these certificates were: 


Type of certificate 


Private: Average rate 
ite odincix.< $168 
a acta) 2. 14 
oc cite ats be ck 

Semiprivate: 
l-person ____-_-- ; 3: Ee 
go : 2. 28 
NI oo aw wl 2. 76 

Ward: 
1-person._..-- capil 1. 21 
a 2. 51 
Pemuy.. 5... 2. 93 | 


Median rates were: 
Type of certificate 


Private: Median rate 
b-pergon. .......-.. $1.10 
eee cee ee 2. 18 
Family - --_ _- : 2. 75 

Semiprivate: 

0 Es 9 oe 1.15 
Ee Aico . 2. 30 
ee er 2. 75 

Ward: 
ee ek 
I ees ee 2. 60 
See ak wae 2. 93 











Type of certificate 


$5 room allowance: 


1-person -__-.- 
2-person _ _- 
Family 

$6 room allowance: 
1-person 
2-person 
Family 


Type of certificate 
$5 room allowance: 
1-person_ - 
2-person. 
Family __-- 
$6 room allowance: 
1-person - 
2-person _ _- 

Family - 


Only one plan offered the $4.25 room allowance certificate. 


coverage were: One person, $1, and family, $2.25. The $7 room 
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certificate was also offered by only one plan. Rates were: One person, $1.05; 


family, $2.10. 


19. Please see our letter of December 8. 


20. Under item F, pages 3 and 6, the percentage of e: 


was contributory is as follows: 


Percent of area’s 


contributory 

enrollment, 
Page 3: December 1946 ' 
New England__-- apgae 14. 92 
Middle Atlantic_- ae 5. 87 
East North Central____.._.. 5. 98 
West North Central___-- 2. 29 
South Atlantic_-—_- _. 6.46 
East South Central__ >.) $689 
West South Central- -__-_-_ 4. 2a 
Rs lee cae mee 
SE See ccc. Se 


173 reporting U. 8. plans. 
2 62 reporting U. S. plans. 


Page 6: 
New England 
Middle Atlantic. 
East North Central 


West North Central__- 


South Atlantic 

East South Central__ 
West South Central 
Mountain 

Pacific _ 


21. Please refer to our letter of December 8. 
22. The studies referred to in this question are the same 1950 studies referred 
to in answer to question 9. As indicated, these studies were made on a confider 
tial basis, and we are not at liberty to make them available. 


ach area’s enrollment that 
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Distribution of membership in Blue Cross plans by subscribers and dependents by 
States,! Sept. 30, 1950 





RR Seat or eee oe iw 
Arizona 

Ee 
California ____- 

Colorado 
Connecticut 
CS eS 
District of Columbia_..-- 
Florida__-__- 
Georgia 
| eee ea 
SI nn oe 
ee aS 
| Sa e 
Po incinsn cmcwanmmca sit 
ae 
Louisiana... -- 

Maine . 
aia is acne cinddinwb eaten 
0 SRE 
I corre ncn Gin oo 

Minnesota : 
Mississippi 
Missouri 
Montana 
eS 
New Hampshire. -_-____- 
New Jersey 
New Mexico 
New York. 


PIED a Soc cemiscne 
Rhode Island__....__- 
South Carolina.-_-___. 
Tei ce 
nkidacocnacekcesulcn ck 
I oa Seana tlate ite oe 
. ie eae . 

Washington. _.___- ; 
In iS wicigia ccnsneeinmninick 
Wisconsin 
Stn la eT 





2 Estimated, 





| 


| 


Subscriber 


159, 492 


40, 558 | 
17,781 | 


619, 055 


159, 668 | 


431, 684 
74, 141 
208, 156 
109, 352 
2 63, 956 
2 16,773 
933, 629 
261, 738 
261, 545 
153, 462 
120, 636 
103, 012 
2 101, 871 
326, 363 


820,772 | 
2 863, 519 | 
2 379, 012 | 


30, 947 
568, 889 
2 43, 304 


72, 561 | 


115, 664 
616, 161 
8, 543 


2, 864, 349 | 


267, 167 

24, 645 

2 1, 337, 998 
128, 735 

37, 987 
21,814, 165 
245, 448 

3 50, 599 
180, 305 
224, 051 

23, 892 


206, 384 | 


44, 699 
87, 678 
315, 813 
219, 955 


15, 556, 114 


| Dependents | 


688, 489 
267, 898 
556, 545 
108, 302 
247, 391 
154, 291 
283, 100 

2 33, 714 
1, 277, 232 
410, 721 
386, 087 
248, 590 
193, 017 
151, 314 

2 162, 492 
2 455, 304 
21,025, 965 
2 1, 289, 208 
2 648, 689 
47, 065 
742, 560 

2 66, 675 


142, 083 
818, 512 

13, 908 

2 3, 395, 204 
373, 924 

46, 825 
21,872,795 
223, 742 

48, 882 

2 2, 439, 423 
313, 559 

2 87,010 
271, 625 
367, 137 

46, 424 

291, 352 


55, 522 


2 439, 565 


21, 090, 698 





1 South Dakota enrollment included in Iowa; Vermont enrollment included in New Hampshire. 


2 216, 629 
74, 381 | 
27, 130 | 


100, 860 | 


142, 061 | 
2 37, 316 | 


| 





2 376, 121 
114, 939 
44, 911 
1, 307, 544 
427, 566 
988, 229 
182, 443 
455, 547 
263, 643 
2 147, 056 
2 50, 487 
2, 210, 861 
672, 459 
647, 632 
402, 052 
313, 653 
254, 326 
2 264, 363 
2781, 757 
21,846, 737 
2 2, 152, 72 
2 1,027, 701 
78, 012 
1,311, 449 
2109, 979 
173, 421 
257, 747 
1, 434, 673 
22, 451 
3 6, 259, 643 
641, 091 
71, 470 
3 3, 210, 793 
352, 477 
86, 869 
2 4, 253, 58 
559, 007 
2 137, 609 
451, 930 
591, 188 
70, 316 
497, 736 
100, 221 
229, 739 
2755, 378 
2 7, 271 


36, 646, 812 
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y Individual (nongroup) enrollment in Blue Cross plans as of June 30, 1949, by States ' 

State subscribers | Dependents Potal 

= California. -- 

2 Delaware 

"7 Illinois-..- - - 

1 tase 

4 Kansas - - - 

6 Kentucky 

a) Maryland 

13 Massachusetts. - 

17 Michigan. ---- 

13 Montana. . ----- 

63 New Hampshire 

7 New Jersey. 

1 New York...--- 

9 North Carolina - 

2 GS 6sse.+-- 

2 Oregon --=~= 

3 Pennsylvania 

3 Rhode Island - - 

3 Texas... ...- i 

7 Virginia - - ; 18, 119 24, 037 42. 15K 

7 West Virginia_._. 9, 001 11, 609 20, 610 

7 Wisconsin - - -- 7, 224 8, 150 15, 374 

1 

2 Total : 774, 809 836. 480 1. 626, 671 

9 ee 

9 : ‘ : . 

1 1 Data for unlisted States not available, but some plans in unlisted States do offer nongroup enrollment 

7 2 Includes South Dakota. 

3 3 Includes total membership only for 1 plan and subscriber membership only for 2 plans 

1 

; Names of plans and membership mentioned under eligible dependents 

0 

3 Membership 

7 Sept. 30, 1950 

; Hospital Service Corp. of Alabama, Birmingham, Ala 1 376, 121 

7 Associated Hospital Service or Arizona, Phoenix, Ariz 114, 939 

9 Hospital Service of Southern California, Los Angeles, Calif 815, 726 

. Colorado Hospital Service, Denver, Colo : 427, 566 

6 Connecticut Hospital Service, Inc., New Haven, Conn 988, 229 

6 Group Hospital Service, Ine., Wilmington, Del 182, 443 

. Group Hospitalization, Inc., Washington, D. C 155, 547 

8 Florida Hospital Service Corp., Jacksonville, Fla_- 263, 643 

1 United Hospital Service Association, Atlanta, Ga 87, 519 

a West Georgia Hospital Service Association Inc., Columbus, Ga__- . on 3F) 

” Hospital Service Association of Savannah, Savannah, Ga- 30, 766 
Idaho Hospital Service, Boise, Idaho_-__-- 50, 487 
Blue Cross Plan for Hospital Care, Chicago, Ill__- 1, 885, 909 
Illinois Hospital Service, Inc., Rockford, Jil_- 232, 407 
Blue Cross Hospital Service, Indianapolis, Ind_ 672, 459 
Hospital Service, Inc. of lowa, Des Moines, Iowa_- 533, 199 
Associated Hospital Service, Inc., Sioux City, lowa____ 114, 433 
Kansas Hospital Service Association, Inc., Topeka, Kan__. 102, 052 
Blue Cross Hospital Plan, Inc., Louisville, Ky - -- —- 313, 653 
Associated Hospital Service of Maine, Portland, Maine___- 1 964, 363 
Maryland Hospital Service, Baltimore, Md- 1781, 757 


Massachusetts Hospital Service, Inc., Boston, Mass 
Michigan Hospital Service, Detroit, Mich- - - ---- 
Minnesota Hospital Service Association, St. Paul, Minn- 


11, 846, 737 
1 2, 152, 727 
l 


1, 027, 701 


Group Hospital Service, Inc., Kansas City, Mo-__--- 302, 982 
Group Hospital Service, Inc., St. Louis, Mo___- 1, 0O8, 467 
Hospital Service Association of Montana, Helena, Mont. 1 109, 979 
Associated Hospital Service of Nebraska, Omaha, Nebr = 173, 421 
New Hampshire-Vermont Hospitalization, Concord, N. H_. 257, 747 
Hospital Service Plan of New Jersey, Newark, N. J__- 7 1, 434, 673 
Hospital Service Corp. of Western New York, Buffalo, N. Y- 1 584, 562 
Chautauqua Region Hospital Service Corp., Jamestown, N. Y ; 38, 376 
Associated Hospital Service of New York, New York, N. Y 4, 468, 473 


1 Estimated 


84405—51—pt. 2——-3 
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Names of plans and membership mentioned under eligible dependents—Continued 


Membership 
Sept. 30, 1950 
Rochester Hospital Service Corporation, Rochester, N. Y___.-___-- 383, 773 
Group Hospital Service, Inc., Syracuse, N. Y__......---___-_-- ss 317, 240 
Hospital Plan, Incorporated, 'U ee ane keer 168, 305 
Hospital Saving Association of North Carolina, Chapel Hill, N. C____- 428, 317 
North Dakota Hospital Service Association, Fargo, =. 2ee....... 1 71, 470 
Akron Hospital Service, Akron, Ohio___- ~~ __- Laie ce ms 2438, 820 
Hospital Service, Inc., of Stark County, Canton, tase. 2 et 151, 323 
Hospital Care Corporation, Cincinnati, Ohio. __..___-__.-- SMR a 854, 075 
Cleveland Hospital Service Association, Cleveland, Ohio__.._______- 989, 384 
Central Hospital Service, Columbus, an oe : 304, 245 
Portsmouth Hospital Service Association, Portsmouth, Ohio. _____- 22, 429 
Associated Hospital Service, Inc., Youngstown, Ohio__._.________- 1 205, 238 
Group Hospital Service, Tulsa, Okla__.............._.--.-.- eae 352, 477 
Northwest Hospital Service, Portland, Oreg_...__.____________- a 86, 869 
Hospital Service Plan of Lehigh Valley, Allentown, Pa___________- 256, 091 
Capital Hospital Service, Inc., Harrisburg, Pa__...______._____- - !6518,095 
Associated Hospital Service of Philadelphia, Philadelphia, Pa__-_--_ 1, 555, 404 
Hospital Service Association of Pittsburgh, Pittsburgh, Pa_-_-___-__- 1 1, 570, 103 
Hospital Service Ass’n of Northeastern Pa., Wilkes-Barre, Pa__-___ 353, 895 
Hospital Service Corp. of Rhode Island, Providence, R. I....____-_- 559, 007 
South Carolina Hospital Service Plan, Greenville, 8. C._._.______- 1 137, 609 
Tennessee Hospital Service Association, Chattanooga, Tenn_-__----- 351, 062 
Group Hospital Service, Dallas, Tex. ..............-.-2---..-.-- 591, 188 
Hospital Service Association of Roanoke, Va_______._________-_-- 115, 240 
Washington Hospital Service, Seattle, Wash._...__._.-..._____-- 100, 221 
Associated Hospital, Inc., Bluefield, W. Va___.._..._...---___--- 18, 924 
Hospital Service, Inc., Charleston, W. Va.......................- 77, 607 
Blue Cross Hospital Service, Inc., Huntington, W. Va___._____-_-_- 70, 109 
West Virginia Hospital Service, Inc., Wheeling, W. Va___________- 34, 198 
Associated Hospital Service, Inc., Milwaukee, Wis__._.._________- 1755, 378 
Wyoming Hospital Service, Cheyenne, Wyo______.________-__---- 1 57, 271 
Manitoba Hospital Service Association, Winnipeg, Man_________-- 285, 886 
Blue Cross Plan for Hospital Care, Toronto, Ont_.___..._-____-__- 1, 403, 963 
Quebec Hospital Service Association. Montreal, Quebec----_-__-_--- 581, 678 


1 Estimated. 
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APPENDIX B 


INFORMATION SUBMITTED TO THE SUBCOMMITTEE ON HEALTH OF THE 
SENATE CoMMITTEE ON LaBpor AND Pusiic WELFARE BY THE 
Buive SaieLp ComMIssIoN 


Bivue SHreLtp MepicaLt CarE PLANS 
? 


Chicago, Ill., November 27, 1950. 
Dean A. Crark, M. D. 


Chairman, Subcommittee on Health, 
Senate Committee on Labor and Public Welfare, 
Senate Office Building, Washington, D. C. 


Dear Dr. Crarx: With this letter I am sending you most of the statistical 
data requested of us by the Subcommittee on Health of the Senate Committee 
on Labor and Public Welfare. 

In writing this letter I shall identify my comments and the attached exhibits 
according to the outline submitted to us by your office. 

We were not able to follow the first instructions, asking that information be 
reported separately for group and individual enrollments. These data were not 
available to us, nor could they be produced within the short space of time in 
which this material was compiled. 

A. Blue Shield Medical Care Plans, formerly known as Associated Medical 
Care Plans, was incorporated in March 1946 by a group of nine plans which acted 
voluntarily as the incorporators. Incorporation took place following a series of 
conferences sponsored by the Council on Medical Service of the American Medical 
Association during and following the interim session of the American Medical 
Association House of Delegates in December 1945. 

From an original constituency of nine member plans, the following figures are 


shown, giving the annual growth in the number of member plans since the date 
of incorporation: 


nT, Ses 0 sk CaO me eg te) ik Sie! li, to eT 9 
a eked beh venbetim aSle nda 18 
nee or ea TR ed 0 Re oe re eee et ae be se 48 
SE ke Bee ee le ee ee Sst ae ee 55 
Ne a ee et Se ee ld er eh pan iter uaes tet 68 
Se oe gt eae ek St be he de ed 71 


I am enclosing copy of our constitution and bylaws as currently amended. 
Also included in the same publication are the membership standards which govern 
the acceptance of an applicant plan for membership and the continuation of the 
plan’s membership from year to year. 

I have enclosed copy of the program for our last annual meeting, held in Mon- 
treal, on the back of which you will find listed the members of the Blue Shield 
Commission and the districts they represent, as provided in the bylaws. 

Because it contains some general information, I am enclosing a publication 
which may be familiar to you, one that was edited by Paul R. Hawley about a 
year ago. 

The names of the member plans are set forth in the small pamphlet entitled 
“Put Yourself in This Position,’’ which is a directory of Blue Shield plans pub- 
lished and revised quarterly in this office. 

Blue Shield plans are either sponsored directly by a medical society, or are 
officially approved by such a society. 

The governing bodies of all Blue Shield plans are composed of men who serve 
voluntarily and without remuneration. I have enclosed the report on the com- 
position of these governing bodies to show the relationship between medical and 
nonmedical personnel. You may assume that the nonmedical personnel would 
qualify as representing the public in one way or another. 

With the exception of a few plans which write hospital coverage, Blue Shield 
plans write only in the surgical and medical field, offering various types of certifi- 
cates within that general classification. Hospitalization coverage is written by 
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a few Blue Shield plans which are not coordinated with a nonprofit hospital 
service plan such as Blue Cross. 

A report on the number of plans offering service, indemnity, or a combination 
of service and indemnity benefits, is set forth in our report on part C, 2 and 3, 
of your outline. 

With regard to the financial condition of Blue Shield plans, I will report to you 
for 65 Blue Shield plans as of June 30, 1950. 

These figures exclude six small plans, some of which did not report as of June 30, 
1950, and the rest of which were new plans not yet prepared to report such data: 





DN ek ii cl UST 2 Se Lane os __---- $16, 232, 097 
ennemmnenpmmn eS 882 ee ec ci... backs 7, 372, 248 
a tr oo ee acd en dowco 33, 036, 668 
Prepaid expenses and other assets_____.___--_-- Sp eee 946, 032 

eieathed ahetté so 8s sos del a: eas Fae ee ed ak 57, 587, 045 

Liabilities and reserves: ean 4 

meogenis em notes payable. - .. 25... 22-2 2 set... eee 19, 194, 517 
Sens WOUND 2s te ee ee ce ane Li 10, 964, 035 
Eh Cn no ee ne cae ween De hg ots a 2a of 27, 428, 493 





Total liabilities woret 57, 587, 045 


The operating statements for the first 6 months of 1950, compiled as of June 30, 
show the following: 


Pe Se ees to as ae ore tee ae leet we ae . $65, 750, 028 


Earned income 








Medical and/or surgical expenses (81.62 percent) _____.______-_- 53, 666, 297 
Operating expenses (13.47 percent) ____-_-- Seat a ee a as 8, 856, 543 
Net operating income (4.91 percent)_.__...____..-------- : 3, 227, 188 


With the exception of those plans which are writing hospital coverage, Blue 
Shield plans have no direct relationship with hospitals. 

With the exception of a very few of the indemnity-type plan, all Blue Shield 
plans have secured the participation of practicing physicians by written agreement, 
the agreement varying from plan to plan as to content. Most of the agreements 
provide for the physician expressing his willingness to abide by the rules and regu- 
lations of the corporation and the decisions of its governing board; adherence to 
the service principle in those instances where it is in effect; and the acceptance of 
prorated fees in the event of financial difficulty during any given accounting period. 

In every instance the physician is free to sign or not sign such a participating 
agreement, as a matter of his own personal choice. The fact that a medical society 
sponsors or approves a plan does not in any way bind the members of that society 
to sign participating agreements with the plan. 

As you will note in the membership standards, a Blue Shield plan must operate 
on a not-for-profit basis to be eligible for membership. 

The remaining enclosures with this letter are numbered to correspond with 
your outline and my comments, as follows: 

B 1. Two tables have been prepared covering the years 1947 through 1949- 
We do not have detailed enrollment data for years prior to 1947 due to the fact 
that we did not establish our office until December 1946. 

May I call your attention to footnotes 5, 9, and 11 in the first of these two tables 
and explain why the figures include member and nonmember plans? During the 
first few years of our existence, we were adding member plans continuously and 
there was no other agency collecting this data, so we included nonmember plans 
which were considered to be eligible for membership and plans we felt would 
utlimately become members of this organization, as well as a few plans operated 
by Blue Cross which were similar in nature although not quite eligible for member- 


ship. 
The estimated total enrollment in Blue Shield plans as of this date, exclusive 
of the few remaining nonmember plans, is approximately 17,000,000 persons. 
The States in the first table for which no enrollment figures are shown indicate 
that either there is no Blue Shield plan in the State or no enrollment shown 
during the years covered by the report, there being a few recently organized 
plans in those particular States. 
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We have no enrollment figures for Nevada or Idaho since the end of 1948. Non- 
member plans are operating in those two States and do not report to this office. 

Certain apparent discrepancies in the two tables might be explained as follows: 
Indiana became a Blue Shield plan in 1948, so is not reported as a nonmember 
after 1947. The plans in Utica, N. Y., and Clarksburg, W. Va., also became Blue 
Shield plans in 1948, and the plan in Memphis in 1949, thus accounting for the 
way in which the figures in those three States are reported for nonmembers. 

To assist you further in understanding our enrollment figures, I have enclosed 
copy of our quarterly report for the second quarter of 1950. You will note that 
our own reports identify the figures by plans, whereas we have compiled these 
figures by States in the tables prepared for your study. 

B 2. We were able to develop very little data on distribution of membership 
by age classification. We were able to secure figures from nine Blue Shield plans 
as shown in the report, the figures being reported as of June 30, 1950. 

We were able to do a little better in reporting distribution of membership by 
sex Over a 2-year period, although the returns from this study were not complete 
for all plans. 

We have no information whatsoever on the distribution of membership by racial 
groups. I believe you will appreciate the fact that such information has no 
statistical significance from an operating standpoint and this type of data has 
never been recorded by the plans as far as we know. 

B 3. Our report on distribution of membership by rural and urban population 
is an extremely crude estimate at best. Once again, the plans have not seen fit 
to record this information on their IBM cards, and it is very probable that a 
large amount of rural enrollment is buried in the general membership records in 
such fashion that it cannot be segregated accurately. 

At the time of dictating this letter, I do not know what definition was used in 
distinguishing between rural and urban enrollment and our office staff is absent 
on this holiday week end. If you wish this definition, I shall be very happy to 
get it for you at a later date. 

An additional table on rural enrollment, showing the various methods and types 
of such enrollment, has been included in our report, although it is also based upon 
estimated figures and cannot be considered as conclusive evidence. 

B 4. As you can see from our prepared report, there is so little information 
available regarding the economic status and occupational classifications of mem- 
bers that it is almost useless to send along the information we have recorded. 
Time did not permit us to make even the sampling studies which might have 
produced more dependable data of this type. 

B (a) and (b). We have given you the results of a survey on census records 
and contro] checks to illustrate the methods used by Blue Shield plans in main- 
taining membership data. 

As indicated in the brief report on cancellations, we cannot give you an accurate 
report on actual cancellations. It was obvious from the attempts already made 
to survey the plans on this question that we would have to develop standard 
nomenclature and reasons for cancellations which would then have to be recorded 
by the plans for a period of time before an accurate statistical study could be made. 

The acquisition of new business and the termination of business, as far as 
group accounts are concerned, is very much like that of any insuring agency. 
Some acquisitions are made among people not previously insured, and some 
acquisitions come as a result of a group transferring from one carrier to another. 
The same could be said about terminations of group business and we have no 
record or estimate of the numbers involved. 

Generally speaking, because the majority of Blue Shield plans are coordinated 
with Blue Cross plans and the fact that Blue Cross plans perform the actual 
enrollment services, much of the acquisitions of Blue Shield membership are 
derived from already existing Blue Cross accounts to which Blue Shield coverage 
is being added. 

C 2 and 3. To illustrate further the estimated amount of the total medical 
bill actually paid by Blue Shield plans, I am enclosing copy of an article written 
by Dr. Frank G. Dickinson of the American Medical Association. 

C 4. To our knowledge, there are no special nursing benefits provided by 
Blue Shield plans, although the subject is being studied very carefully at the 
moment, 

C 5. I believe that our brief report on dental benefits is self-explanatory. 

D. The first exhibit under part D of your outline was developed from a new 
monthly service report initiated by this office early in 1950. These monthly 
reports will have very little significance until they have been accumulated for a 
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couple of years, and their chief value will be to illustrate trends in utilization 
experience. No conclusions could be drawn from the limited data submitted to 
you in this report. 

The data in the second table under D represents Blue Shield experience for the 
year 1948, the first year for which data was collected. The 1949 data is not 
completed but we expect it to be finished sometime in December. 

The surgical procedures listed in the report comprise approximately 75 percent 
of the total surgical costs for Blue Shield plans. 

E, F, and G. I believe the reports submitted for these three sections of your 
outline are self-explanatory. 

We have not yet completed our report on sections H, I, and J of your outline. 
Statements are being prepared but will be reviewed by our executive committee 
before being submitted to you. I prefer to follow this procedure because of the 
nature of the questions asked and the need for collaboration on the material to 
be submitted. 

If you, or members of your staff, have any further questions with regard to the 
material submitted with this letter, we shall be very happy to provide additional 
answers or data. 

Please accept our apology for not sending this material to you by November 15, 
as requested. 

Sincerely yours, 
FRANK E. Smirn, Director. 
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Blue Shield plans—governing boards 
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Distribution of membership in Blue Shield plans, by sex, 1948-49, (by States) ! 


























1948 1949 
Headquarters city om ea ere 
| Male Female Children Male Female Children 
| } 
, | | j j 

i Ses rs 5, 754 6, 037 6, 812 12, 288 | 13, 046 | 15, 518 
California _-....__.- _..| 307,657 367, 170 | 135, 764 399,031 | 473,776 | 199, 431 
Colorado .___.- ee 62, 186 | 71, 281 | 68, 843 75, 368 | 87, 335 | 85, 507 
Delaware__............ oe 43, 521 | 47, 794 | 43,170 | 48, 398 52, 085 | 48, 057 
District of Columbia... -..__._| 15, 909 22, 616 14, 824 | 49, 667 67, 660 | 45, 561 

aT 19, 288 19, 678 18, 333 |_____- ae et Ba : 
Ue ne ee condi 55, 995 62, 789 67, 150 86, 844 | 98, 093 | 102, 466 
OS ER SEE ED 25, 985 29, 989 31, 975 44,107 | 50, 287 | 51, 183 
i... 24 8, 358 9,012 9. 724 97870! 10,987 | 10, 029 
Massachusetts... .......-- .| 231, 588 272, 919 208,504 | 252,260 | 208, 038 | 228, 832 
Rae. ...| 350,030 331,885 | 365,774 470,140 | 451, 460 502, 780 
REOUIIR ccc ox ge ok 10, 757 13, 505 | 15, 162 255,831 | 267,614 2 72, 871 
Missouri _____- 5 Wk wicca | 394,317 3.96, 278 |....- : 195, 036 21, 930 23 57,144 
Rn oa neck cktswankaies 20, 049 22, 734 | Be be cnc cccee ee 

Nebraska. i i el 26, 530 | Te)... inn ae eee eee eo ; 
New Hampshire_____- eee 49, 869 | 61, 483 | 45, 959 | 54, 990 | 68, 190 | 41, 621 
Now 300807 5.5...--2.5----.<221 61, 822 64, 002 | 56,239 | 103, 409 104, 372 | 95, 055 
New York.__.................| 3322,464 | 3393,575 | 2220143 | 4551,193 | 4652,908|  4413,740 
North Carolina............... 76, 589 | 178, 48 i...... ae 92, 136 | 101, 250 | 98, 925 
SO MRI a ee ce a Sa | 4,615 | 4, 197 | 5, 061 
ie ee et 7 ee | 129,694 | 127,636 | = :129,532 | =: 180, 263 189, 162 | 181, 757 
ae 29, 340 | 34, 043 | 33, 194 | 43, 653 | 50, 511 | 49, 812 
Pennsylvania.................| 83, 507 93, 275 | 67,256 | 153,975 | 176,519 | 130, 773 
_ aia 3 41, 104 345,625 | 345,316 3 64, 497 271, 604 | 374, 413 
I nar 3 43, 312 3 51, 174 3 41, 463 357,591 | 367,833 3 52,473 
West Virginia____- 5 he 417, 540 $19,937 | 416,479 $25,752 | 527,948 $ 33, 678 
We ici.asbrianiy oes 75, 833 | 81, 464 | 71,941 | 111, 940 | 120, 021 107, 883 
W ems ..5 sc. ak i a lI os caus Oe cee | 6, 820 | 8, 403 a celliei 
Tels). ..... etatbkosce | 2,208,998 | 2, 547, 629 , 735,874 | 3,149,674 | 3,335, 229 2, 704, 570 


! Based on average membership for the year. Distribution between medical and surgical coverage not 
available. 

2 Estimated. 

3 Data for one plan only. 

4 Includes data for 3 plans. 

5 Includes data for 4 plans. 


Distribution of membership in Blue Shield plans, by rural and urban population, 
June 30, 1950, by States } 





State Rural Urban State Rural Urban 

Alabama. _-.-- ada 28,714 2 207, 084 New Hampshir< 51, 788 204, 723 
Arizona wn eena-a-------| ‘ 1, 631 a et i New Jersey oO } (3) £2 374, 930 
pT EE 6, 000 30, 135 || New York........-.- oa 6 31, 596 2, 331, 785 
California. ...............| 1 238,005 2741, 891 | North Carolina_.___- 22,719 | 359, 218 
Coijorado oe oe 219, 386 2 255, 403 | North Dakota (3) | 218, 763 
Delaware 11, 162 150,016 || Ohio_________- @) | 841, 634 
District of Columbia - . | 0 229, 951 Oklahoma.._-_- 212, 706 | 2188, 191 
TD cia wiith te aeisteee | 22,181 2 186, 583 Oo Eaaieue | | 2 162, 28 
ie e pddsbaitcon’ 25,000 | 2 250, 158 Pamenboanis ; (3) wr 703 
Indiana __. saa | 211,165 2 414, 573 || South Carolina. ---- | 0 | 10, 117 
NS eatin ene cadkeneal 22, 190 | 204, 971 || Tennessee --_-. 1, 920 | 71, 953 
ES ooo) ooo ote oe --| 265,111 | 2 166, 321 | _ Ages ; | 33,719 | 333, 657 
Kentucky ......--.-- an i) 35, 373 Se : a 0 | 30, 341 
SS ae | 3, 724 46,447 || Vermont 7_- | ‘i | = 
Massachusetts............] 2414, 452 | 2 954,790 || Virginia ‘ | *837,000 | 286, 794 
MME cn ocoscnmunl 268,581 | #1, 626,467 || West Virginia.__..--. 293, 208 | 198, 119 
Minnesota eae 283, 413 2 276, 616 | Wisconsin_____. (3) 433, 621 
Mississippi-- ---- - - ont 10, 363 59, 948 || Wyoming. - 28,100 2 20, 953 
DENG... coc enos es) |= SL 487, 020 || |_______-_ —__—____ 
Montana. -- ~annnnenee--| 217, 561 281, 241 | a = | 798,093 | 13, 147,947 
Nebraska_. woccecen| 22, 050 | 109, 656 | 





1 No data as to rural enrollment compiled prior to this date. 
2 Estimated. 
3 No figures. 
‘ Rural population enrolled under nongroup and community programs not available. 


5 New Hampshire Farm Bureau group only. Rural population enrolied under community program 
not available. 


6 Data for two plans whose urban population is 1,926,776. 
7 Included in New Hampshire. 

8 Data for one plan whose urban population is 186,200. 

® Data for four plans whose urban population is 47,948, 
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Distribution of rural enrollment by method of enrollment, June 30, 1950, by States } 

















| 
x | | } 
Non- | Com- | Farm | cl tee ; 
State group | munity | Bureau | Grange | a Co-ops| FSA | Other 

MBs pio 2. tbe gags oc ahi eons ea ey Ns Be. 
ES 6. cs Santi sb0 onentlagheveben 356 A270 |-<.-~----]---<+---|------ 
IE, acai ane ol ccle wrench vate ecm eia Dae biikoeiae 2 6, Ee bavemaceleen= MER ene 
RR oa, ditt hceisk ceensin aynactistiorio nye I Ss vases tase nish 17, 496 60 139 189, 400 
CN salisstb nde cnt ceulooucteiee kf SU beers Ritaeies | ane 
Did. 6 ct tcp ic does 4,314 | 5,983 146 Oi ., 13 34 623 
Florida...-.-.-.-- Ai aaciiivaleryCuenapng Sa asasaicelh mint een ial EY babe conden Laie ecrmnlialed Aosaditaioes oa tehiohationins 
SR A i bk atinn dine eantennaaes laine oscneu 22, REM fo cencsnwolnese 
Re org oe Lic 2585 | 26,500 |..--..-- 2 3, 900 2180 
es i ee Bee tee 
RONGNR nd onawsshecnesntec~ sce, bon cdan} 06.070 OD ii acessiaslawnn cect 1 ee 173 
ne 5 aa ao OO Boos sci. Pee erate oe 
ee comer cee et S500 |........] . 7801... aNeres 
BOMMIOUN Liha unc. soe ce snenfamnesencs 22,055 | 58,602| 6,456|..-..| 2393] 2244 | 2741 
DEDRIR os sik dé - 4055.55 40055 819.078 becsussus 68, 539 3 2, 800 | Rentini Pa age eer eee 
ane Fah ei ioe Eee 1, 046 SS ie * ‘ 
Mig ce 210, 560 | 211,903 | 212,095 |__...-._.}_......_].- fest ae 8 Pe? 
Montana..........--.--- iio 23,380 | 23,793 | 24,533 | 21,822| 2390 |_--- 2315 | 23,328 
DR al Ak it nc eb noends ene bices~ MOR OOD Bob oa ecchmieane Staples Savinechs sees 
Nn ndanevahattebinéech ne peinmes LW tee scence lnowee ana] eas diamine dt emmenrais 
>, te ee SON Te cee eee ce Se £ Re | 5 
North Carolina...............-.- WD face cciscthtbidlekattedc os. Spl Stidtn ivibdaim unpaid nacaaeess 
NT hh seg nash Skene beanies 28,204 | 21,411 2 356 |--------]------ Ce | 22,735 
a ittscacaehu tc ubodosnicanecnsestsceséukin a I i lls cece 15 
I eitititicn leinesien=seresnwaite Sat | 6,754 | 26,531 434 |= -2.- ‘|: 
i oes esiensand anes ee aie dil ieeitn bt ieenteleesehneslenwhndas ion aceks 
. | Si 0 }....... vc 96 T:. Ree tee gS ee ho 
ed oe a 23,000 | 2 3, 600 ed Biicickabaas 2 900 

ea FO 2) ance ois | 140,055 | 198, 290 | 217,470 | 42, 216 450 | 1,324] 593 | 198,095 

} j | 





1 Includes data for only those plans able to break down enrollment by method of enrollment. 
3 Estimated. 


DISTRIBUTION OF MEMBERSHIP IN BLUE SHIELD PLANS BY THE ECONOMIC STATUS 
OF THE SUBSCRIBER 


Information regarding the economic status of the subscriber by income group 
is available for one plan. This plan reported 1,943 subscribers with an annual 
income under $3,000 and 102 subscribers with an annual income over $3,000. 

Two plans were able to furnish information regarding their subscribers by an 
occupational classification. The following table gives a detailed breakdown of 
their subscriber membership by occupational group: 








Occupational group | Male | Female | Total 
i 

Professional and semiprofessional workers.....................------ | 162 | 150 312 
Farmers and farm managers. ..._......._.-- Se gg el al TL cc cauwucamuatl | 294 
Proprietors, managers, and officials, except farm -..-_......_...-- : SUE ia cake 321 
Clerical and kindred workers........____-___- ccna a hada aiid 675 | 446 1,121 
Salesmen and saleswomen. ..____- DP eithis dhisdehcasetraoe 300 | 249 | 549 
Craftsmen, foremen, and kindred workers_...._.............--..----| 1,457 | 15 | 1,472 
Operatives and kindred workers. -._...........--- ee hee ee 2,033 305 | 2, 338 
ee eee S Scgubie Palas wena 78 | 78 
Service workers, except domestic....................--...---.-- canal 105 | 96 | 201 
Farm laborers and foremen. .-................------.----- hétedaoneel lS 18 
Laborers, except farm and mine.............-- aa hiked wlareaiaa dee aie 126 22 148 

Mes a eh canbe oth hel a asaleaditn hontai Maat iaetaentoenn | 5, 491 1, 361 | 6, 852 


CENSUS RECORDS AND CONTROL CHECKS 
Fifty-four of the sixty-eight Blue Shield plans replied to the questionnaire 
requesting pertinent information regarding their census records and controls. 
Posting 
Fifty-one of these plans reported the frequency of posting the census records. 


Forty plans stated such records are posted monthly; seven plans, daily; one plan, 
semiweekly; one plan, quarterly; one plan, semiannually; and one plan, annually. 
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listing of all eligible dependents 


Of the 54 plans, 36 require a listing of eligible dependents, 6 require a listing of 
eligible dependents at the time of enrollment, and 12 do not require any listing. 

Of the 36 plans requiring a listing of eligible dependents, the majority stated 
that their records are kept current as changes occur. The plans requiring a listing 
of dependents at the time of enrollment only stated they believe the number of 
deaths and divorces were an equalizing factor for not adding newborns. Ill of 
the plans not requiring a listing of eligible dependents use the blanket-coverage 
method for determining the current number of dependents. 

Only 11 plans reported the frequency of checking their dependent-coverage 
records. Six plans reported that the records were checked monthly; two plans, 
semiannually; two plans, annually; and one plan, every 3 or 4 years. 


Origin of posting 


There was considerable variation as to the origin of data for posting, ranging 
from application cards to IBM tabulations. Twenty-three plans reported the 
data is obtained from application cards; sixteen plans, IBM tabulations; two 
plans, billings; and two plans, subscriber service department and then forwarded 
to the tabulating department. One plan each reported the following methods: 
Membership statistical card, new application and unit departments; billing depart- 
ment records; enrollment processing desk and billing department; record de- 
partment; application card and IBM tabulations; daily report of new groups and 
monthly record of additions and cancellations kept by the code clerk; sales 


department, service department, or cashier department dependent upon the 
status of the members. 


Reconciliation of census with income 


Forty-seven plans stated that a reconciliation of census with income was made, 
six plans stated that no reconciliation was made, and one plan did not reply to 
this portion of the questionnaire. 

Forty-three of the forty-six plans reporting reconciliation of census with income 
stated the frequency of reconciliation. Twenty-four plans stated reconciliation 
was made monthly; three, quarterly; one, semiannually; eight, annually; six, 


occasionally; and one, quarterly or annually, depending on the method of pay- 
ment. 


Physical count of membership 


Thirty-seven plans stated that a physical count of membership is made, fifteen 
plans stated that a physical count of membership is not made, and two plans did 
not reply. 

A physical count of membership is made annually by 16 plans, semiannually by 
7 plans, monthly by 4 plans, approximately every 3 years by 5 plans, three or four 
times each year by 1 plan, and quarterly or annually depending on the method of 
payment by 1 plan. One plan stated that a physical count of membership had 
been made three times in the last 24 years. Two of the 37 plans did not state 
the frequency of the physical count of membership. Several plans who presently 
do not make a physical count of membership are planning to do so in the very 
near future. 


Classification of census record data 


All but 1 of the 54 plans replied to this section of the questionnaire. The 
replies varied as follows: 

















| Yes | No | Available 
UO, S22 U5... OSS a aaah aatanbacesadeecioeeeniee 49 | OF bills 
IE onan. a ok pao tee Mi canmaek aaekmames mire 43 6 t 
i Ee ee 7 6 | 
EET J a cccecucminnecddl deddhLoewcdbttasen bitbucdua tlsebid ; 38 | 8 | 7 
aes ah apace iam oink steuntdatin inl cketaiaiagt aces stehegiaicinirsnaniindaai a eas 21 28 4 
By length of time enrolled_-_....._... dpi laiicc be mite cati..dcs 23 20 | 10 
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CANCELLATIONS 


Cancellation studies have been prepared by the Blue Shield Commission since 
the first quarter of 1949. These studies are available but no valid conclusions 
may be drawn from them. 

The data contained in these studies are not too significant, due to the great 
variation among plans in the method of maintaining enrollment data. This is 
particularly true in the manner of counting cancellations. 

For those plans that list reasons for cancellation, the most commonly quoted 
reason is nonpayment. Some plans make breakdowns of several types of non- 
payment cancellations, but in others this appeared to be a catch-all category. 

Since these studies have so little value, no data has been submitted as to the 
character of termination from the business in force. 


MEDICAL/SURGICAL BENEFITS PROVIDED BY BLUE SHIELD PLANS, 1947-49 


During 1947, 5 Blue Shield plans offered full service benefits to their partici- 
pants; 25 plans provided full service benefits to under-income subscribers and 
their dependents; and 11 plans were cash indemnity. In 1948, 6 Blue Shield 
plans offered full service benefits; 31 plans provided full service benefits to under- 
income participants; and 18 plans were cash indemnity. For 1949, 6 plans 
provided full service benefits; 32 plans offered full service benefits to the under- 
income group; and 21 plans were cash indemnity. The attached schedule indi- 
cates the number of plans offering full service, partial service, or cash indemnity 
coverage and the number of subscribers and dependents eligible for such services. 

Income limits for the plans offering partial coverage varied from $1,500 to 
$3,000 for the single person and from $2,400 to $5,000 for the family. 

All plans offered maternity benefits under their family contract after a waiting 
yeriod varying from 8 to 12 months, with an average waiting period of 9 months. 
Foe schedules of the plans indicated that this benefit varied from $35 to $75, 
with the majority of plans offering a $50 benefit. A breakdown of subscribers 
and dependents eligible for maternity coverage is not available. 

A study of the fee schedules of 52 plans indicated that the minimum amount 
offered for an appendectomy was $60 and the maximum, $125. Over 50 percent 
of the total participants in these plans were entitled to a benefit of $100. The 
following table gives the variation in appendectomy fees and the number of 
participants eligible for the benefit: 


Number of 





Fee Number of rticipants, 

plans amber 

31, 1949 
tan - wy 
° - atieemantirieinees a ieee » 202 
$65 ee ae a DE ak TR HE ae ae . “ l 52, 899 
$75 . ‘ ; 11 2, 200. 755 
S85 . : = - Bs . I 193, 446 
$99 : ‘ parr ee 3 , —_ me i 2 202, 983 
S100 as dae : J Se as, Sa ae i 0 7, 661, 738 
$115 ce Pate i 7 ss l 21, 599 
einen ee Ae Ae ere ee td 5 1, 034, 983 
Total ‘ | 52 11, 815, 605 


| 
i 


During 1949, 43 plans provided coverage for in-hospital medical care. Twenty 
of these plans provided coverage beginning with the first day; two plans with the 
second day; three plans with the third day; 15 plans with the fourth day; two 
plans with the fifth day; and one plan with the sixth day. The number of days 
covered varied from 10 days to 180 days with 30 days the maximum coverage 
for the majority of plans. The days of coverage provided varied from a calendar- 
year basis to a per-illness basis with the majority of plans limiting the coverage 
to a contract-year basis. The allowance provided by the plans was generally 
$3 per day. 

Only six plans provided coverage for home or office medical calls. In the case 
of illness at home, three plans provided coverage after the first 2 days; one plan 
provided coverage after the third day; two plans specified no limitation. The 
amount paid for home calls was $3 with an additional dollar allowed for night calls 
or if the patient was 5 miles from the doctor. The amount allowed for office 


84405—51—pt. 2-4 








44 HEALTH INSURANCE PLANS IN THE UNITED STATES 


calls was $2. Benefits were generally limited to a contract-year basis, ranging 
from 21 to 48 visits. 


In addition to surgical, obstetrical, and medical care, the following benefits 
were provided by the plans in 1949: 


Number Number 

of plans of plans 

Aamiei amie EE AR Ee 43) Medical treatment____._..._____- 11 
X-ray (diagnostic)_..........___- 39 | Radium therapy --_-.-_-..------ 11 
Consultant's fee... 2s 8: 16| X-ray (therapeutic) _..........__- 10 
Laboratory examinations_-____-__- 147} Dante services. .<- 5 
Medical examinations_____..____- 14] Assisting surgeon___...._.______- 3 


During 1949, the typical, or average, Blue Shield plan in the United States 
offered full service benefits to under-income subscribers and their family depend- 
ents. Income limits were roughly $2,050 for the single person and $3,100 for the 
family. The plan provided coverage for surgical care, maternity care including 
delivery, in-hospital medical care, diagnostic X-ray, and anesthesia. 

It has been estimated that Blue Shield medical care plans paid from 55 to 65 
percent of the physician’s bill in 1947 and 52 percent of the bill in 1948. Gen- 
erally, the plans pay from 50 to 60 percent of the bill. 


Coverage in Blue Shield plans by type of service 


1947 
Type of service twitter whale: th Ait. oni! dency) 


} 
Number of | ‘ 1 | 
plans panier ependents) Total 

















Full service s 5 97, 660 49, 032 1 149, 192 
Partial service?_..._._.__......._. 25 | 1,913,885 | 2,295,770 | 4,209,655 
Cash indemnity_.__._-_- il 558,170 | 758,702 | 1, 316,872 


BRM... 5 < cakiwanmwit mera eaa denne elteeencener 6 + 2, 569, 715 


8, 108, 504 | 1 §, 675, 719 
i ll eat 
1948 

Type of service | a rte 


Sa 
Pen a Subscribers, Dependents, Total 


BARR | 








| | ” 
Full service iataeidical Satiaiaeoes 6 132,044 | 78,107 | 1 212, 651 
Partial service 2. --.---.---_ Sas tpubaee cae 31 | 2,751,768 | 3,412,985 | 6, 164,753 
Cash indemnity he idiimishdcnahchina 18 | 985,850 | 1,379,432 | 2, 365, 282 





Total.__..- man Ride s inakenrel = 


55 | 3,869,662 | 4,870,524 | 18,742, 686 
| | 





Type of service seals ‘aici oe pene 


san mn of ee Dependents) Total 








Full service on 7 Paabaeioensr as Saas Sulet 


6 133,341 | 107,486 | 1 243, 327 
NUNN Dg ca) SUL nt 32 3, 628, 429 | 4,164,027 | 8, 242, 456 
NINE con So ees 21 | 1,521,784 | 2,128,280 | 3,650,064 





j 

| 

i Sree ee, = 
Rn ee eee nee, eee een nce a 7 00 | 5, 283,554 | 6,849,793 | 1 12,135,847 





1 Includes 1 plan with a total enrollment of 2,500; breakdown between subscriber and dependent coverage 
not available. 


2 Full service provided to under-income participnats. 


DENTAL SERVICE PROVIDED BY BLUE SHIELD PLANS 


Based on a special survey in August 1950, 12 Blue Shield plans specifically 
provide some measure of coverage for dental care in their contracts. Of these 12 
plans, 3 include treatment of jaw fractures by a legally qualified dentist; one 
includes dental surgery; 5 include dental services; 1 includes cutting procedures 
for diseases, injury, fractures, or dislocations; 1 includes dental surgery as the 
result of an accident; and 1 includes treatment of fractured jaws. 


1 Percentage figures quoted from pamphlet How Much Do Blue Cross and Blue Shield Health Insurance 
Plans Pay?, Frank G. Dickinson, 1949. 
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Twelve plans neither include nor specifically exclude coverage 


45 


for dental care. 


It is possible that in administrative practice certain of these plans provide for 
treatment of a fractured jaw by a legally qualified dentist, although their contracts 


do not specifically include such treatment. 
Forty-five 
their contracts. 


Blue Shield Cape TERES, 1 April—July 1950 


t 


| 
Surgical-hospital | Medical-hospital 





Per 1,000 member- | 


| Per 1,000 mem- 














Blue Shield plans specifically exclude coverage for dental care in 


Obstetrical 


| Per 1,000 mem- 


j | 

| ber-months Aver- | months re ber-months | 4 vor. 

ae Spree | ae ppors eres a Orr es ns 

| st | cost | cost 
Serv- bs Bi OPT age ly . 

| 2g ost Cases | Visits Cost 

pian ik Fe goes Lait Mapa yd 
winecgenpeneivegeie patinaipablipagigeentn — sca caspesheatiilinguenes pene ergineaiatertentreceansyl speemmesiane —_ 
April SN 11. 67 |s429. 13 | $36.76 | 4.60 | 32.81 |$100.65 | $21.89 | 5.01 |$289.50 | $57.77 
May ‘ sonwsenl 39 | 423.51 37.19 4.52 | 30.44 | 106.94 | 23.64 4.52 | 262. 07 57. 92 
June we paeess 11.05 | 440.81} 39.88 | 4.31 | 28.21 | 94.61) 21.96 5.59 | 340. 24 60. 88 
July paccaeee 7.51 | 367.00 48.84 | 2.76 21. 63 69. 69 25.29 | 5.89 | 348.42 59.13 


| } : | j | 
} | | } | | | 


1 Claims-paid basis. 


| 


Blue Shield pei by type vs a rvice for all nyenny plans, 


year 1948 


























| 
| wage enct | Service ver |Cost per 1,600 
Type of service Aver ee cone 1,C00 member-| member- 
po Per service months months 
| 
| 
Maternity: | 
Delivery-.-_- | $54. 99 21 | $66. 41 
Caesarean section | 109. 83 . 06 | 6.95 
Surgical: | 
Appendectomy - --- posh int 96. 14 | 47 | 
Tonsillectomy - . -- 5 al 31. 93 | 1.16 | 
Herniotomy _..._-- 28 15 | 
Cholecystectomy - . 35. 55 09 | 
Hemorrhoidectomy - J | 56.41 | 18 | 
Uterine flexions_.- 104. 16 06 7 
Hysterectomy - - -- 5 128. 18 | .21 | : 
Salpingectomy __- : : | 109, 43 | . 04 | § 
Oophorectomy..--- ‘ Aw 8 ih 111.11 04 3 
D and C...._.- i ; 32. 97 . 20 | 6. 69 
Lig. saph. vein... | 57.17 08 | 4.35 
Thyroidectomy- 5 : | 132. 96 . 04 | 5. 21 
Laparotomy _. | 98. 46 . 04 | 3. 82 
Submucous resection. __- 63. 45 | . 05 3.15 
Circumcision. 10. 69 . 20 2.15 
Fracture rad. ulna_- p | 43. 63 08 3. 34 
Cystoscopy- -.--- ‘ 24. 36 11 2. 68 
Prostatectomy. ---- 116. 76 . 03 3. 30 
Benign breast tumor_. 33. 99 07 2. 30 
Gastrectomy... ‘ 162. 50 02 2. 48 
Mastectomy radical____. | 125. 39 02 2.13 
Nephrectomy... .-.-- 119. 75 01 | 1. 68 
Fm nee wounds. _. - 10.3 33 | 3. 41 
systocele.............-. | 74. 02 01 90 
Strabismus... - R9, 81 02 | 2. 08 
Fistulectomy - -._.-- | 50. 86 | . 02 1. 21 
CIR cn tesan ie 13. 06 | .05 | . 61 
Perineorrhaphy-.. | 76.17 | . 03 2.09 
All other surgery -.-- 29, 38 4. 96 145. 30 
Total surgical... 43. 3¢ 10. 04 433. 80 
Ancillary benefits: ay eee ee 
Anesthesia._-_._...-- 11. 53 2. 13 23. 76 
X-ray, diagnostic. __ 11. 15 08 | 2. 37 
X-ray, therapeutic. 30. 86 .10 
Radium therapy-- 42. 59 | 13. 86 | 40. 57 
Medical care, day/visit-- Za 2.93 | 1.99 22. 94 
Medical care, cases... - 14.03 | 3.14 | 43. 96 
Medical exams. 6. 37 23 1. 50 
Medical treatments. | 22.51 | 05 | 1. 05 
Pathology exams..-- 3. 64 | 2. 43 | 8.85 
Consultants’ fees_-_- 7. 90 | 09 | 72 
Assistants’ fees. _. | 17. 88 31 | 5. 60 
Other services | 19. 76 | 13 2 64 
Total ancillary.._-. 10. 49 | 10. 40 110. 99 
Grand total__. 26. 50 | 20. 48 546. 06 
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BLUE SHIELD SUBSCRIPTION RATES 


Subscription rates vary considerably among the individual Blue Shield plans 
principally because of the variation in the degree of coverage for medical, surgical, 
and maternity care and ancillary berefits. 

During 1949, five of the six Blue Shield plans providing full service benefits 
charged the following monthly subscription rates: $3.50 for a subscriber only, 
$5.50 for the subscriber and spouse, $1.35 for the first child, 75 cents for the second 
child and 50 cents for the third child. Monthly rates for plans providing full 
service benefits to underincome subscribers varied as follows: For surgical only 
coverage, from 40 cents to $1.75 for one person and from $1.50 to $3.75 for a 
family; for medical-surgical coverage, from 64 cents to $2.25 for one person and 
from $1.70 to $5.10 for a family. Cash indemnity plans offering surgical only 
coverage had rates varying from 40 cents to $1.15 for one person and from $1 
to $2.25 for a family. Cash indemnity plans providing medical-surgical coverage 
varied from 75 cents to $2 for one person and from $1.60 to $3.90 for a family. 

For the year 1949, the average monthly Blue Shield subscription rates for 
surgical coverage were: 80 cents for one person, $1.56 for two persons and $2.06 
for an entire family. For medical-surgical coverage, the average rates were: 
$1.17 for one person, $2.26 for two persons and $2.75 for an entire family. 

Median rates in 1949 for the typical or average coverage were: $1 for one 
person, $2 for two persons, and $2.50 for an entire family. 


EMPLOYER PARTICIPATION IN COST OF BLUE SHIELD MEMBERSHIP 


Based on a special study completed as of July 1950, by the Blue Cross commis- 
sion of the American Hospital Association, 46 plans reported the percent of con- 
tribution being paid for employees and/or dependents for the coordinated 
medical-surgical coverage. The percentage of employer contribution groups 
paying some part of the medical-surgical coverage varied from 1 to 95 percent. 
The mean of their reported percentage was calculated as 42.3 percent. The most 
common percentage paid was 50 percent. However, the mean was calculated to 
be 67.36 percent. 

Complete data on number of groups, number of employer participation groups, 
number of participants, and percentages are not available for Blue Shield plans. 


Operating statement data of Blue Shield medical care plans, 1947-49 


| | 
Medical and/o 1 
fedical and/or Operating expense ! 


wemed | otal surgical expenses Net income ? 
Year Larnes | _ 1 0ta | 
income | income i Seeman Warr ene ee as 
| Amount | Percent; Amount | Percent! Amount | Percent 
1947 3 $46, 285, 445 $46, 400,776 $36, 134, 700 77. 88 | $7,149, 613 15.41 | $3, 116, 463 6.71 
1948 ¢ 77, 725, 954 | 78,203,230 | 60, 503, 106 77.37 | 10, 855, 361 13. 88 6, 844, 763 | 8. 75 
1949 5 105, 097, 207 |105, 777,061 | 83,992, 541 79.41 | 14, 392, 653 13. 60 7, 391, 867 6. 99 


| Distribution of expenses incurred by taxes, acquisition costs and all other expenses not available. 
2 Amount to be added to reserves 


3 Includes data for 42 Blue Shield plans and 4 nonmember plans. See schedule below for nonmember 
plans data. 

‘Includes data for 53 Blue Shield plans and 8 nonmember plans. Data for 7 plans includes hospital 
plan expenses. 


5 Includes data for 56 Blue Shield plans and 8 nonmember plans. Data for 13 plans includes hospital 
plan expenses. 


Operating statement data of nonmember plans of Blue Shield, 1947-49 


| 


| Medical and/or 








! 
Y Earned Total | Surgical expenses Operating expense Net income 

_ income income | — | —— 7 ; 

| Amount Percent} Amount | Percent Amount | Percent 
Bm Ret IS a ae ee ey 2 mares 

| | | | 
1947. __. | $1, 322, 853 | $1, 325, 998 $767,426 | 57.88 $172, 902 13. 04 $385,670 | 29.08 
1948 ! | 8,901,438 | 8, 972, 936 7, 242,965 | 80.72 967, 651 10. 78 | 762, 320 | 8.50 
1949 2__ } 10, 848, 882 | 10, 885, 519 9, 113,531 | 83.72 1,102,225 | 10.13 | 669, 763 6.15 


1 Includes hospital data of 3 plans. 
2 Includes hospital data of 4 plans. 
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BuLvuE SHIELD MepicaL CARE PLANs, 


Chicago 11, Ill., January 24, 1951. 
Dean A. CuiarK, M. D., 


Consulting Director, Survey for the Subcommittee on Health, 
United States Senate Committee on Labor and Public Welfare, 
Washington, D. C. 

Dear Dr. Criark: This letter will be in answer to yours of December 8, 1950, 
and January 5, 1951. 

Our report on sections H, I, and J of your original outline has been discussed 
at great length by the executive committee of the Blue Shield commission and 
work is progressing but has not been completed. I cannot tell you when this 
report will be written in its final form. 

In answer to the supplemental questions you sent to us with your letter of 
December 8, 1950, I shall number the answers to coincide with your questions. 

1. Asindicated in our original report, enrollment data cannot be given separately 
for group and individual enrollments. One of the most important reasons for 
our inability to do so is the unknown factor of the number of group conversions 
which are remitting on a direct-pay basis to the plans. 

As of June 30, 1949, we made a survey of Blue Shield plans on the subject of 
nongroup enrollment, from which we are enclosing a table showing the nongroup 
enrollment, by States, as of that date. This is the only enrollment data of this 
type which is available. 

Of the 66 plans reporting on nongroup enrollment, 43 (65 percent) have estab- 
lished nongroup enrollment programs. Those programs were established during 
the following years: 


Number of Number of 

Year: plans | Year—Continued plans 
1940__ , 1 1946_- 2 SLES 7 
1941__ 1 1947_ : 5 
1943__ 1 1948_ £ SS 3 
1944 4 1949_ Ot dea 
1945 4 1950 (estimated) - oa 4 


In addition to the 43 plans referred to above, 6 plans have indicated their intent 
to establish such a program within the very near future. 

Subscription rates are somewhat higher for nongroup subscribers than for 
group subscribers, and most plans require the nongroup subscriber to remit on 
not less than a quarterly basis. 

Nongroup subscribers receive approximately the same benefits as group sub- 
scribers. Many plans make some reduction in maternity coverage and tend to 
establish longer waiting periods for certain surgical benefits and for preexisting 
conditions. A few plans use a health statement in underwriting nongroup risks. 
In some instances, age limits are imposed for nongroup subscribers, where no age 
limit is imposed on group enrollment. Age 65 is the average limit used in such 
instances. 

Utilization data on nongroup members is very limited. In 1949, 8 plans re- 
ported a favorable experience, while 12 plans reported an unfavorable experience 
on this type of enrollment. 

The Blue Shield commission has urged its member plans to establish nongroup 
enrollment programs and will continue to do so in the future. There has been a 
very pronounced trend toward the development of and expansion of nongroup en- 
rollment during the last 2 or 3 vears. 

2. The Blue Shield commission has never attempted to establish the identity 
of the nonmedical representation on governing boards of Blue Shield plans, so we 
sannot report to you any information other than already submitted. 

3. We do not have any enrollment data which would separate enrollment by type 
of coverage, or show the ratio of members covered by surgical certificates and 
medical-surgical certificates. 

We can report to you, however, the approximate enrollment as of September 
30, 1950, separated by full service, partial service, and indemnity plans: 


ee ee ae, ie eee 135, 000 
| Pig Ts tt ayaa Reha 10, 775, 000 
ee rites i 4, 360, 000 

The above figures do not include the Blue Shield plans in Canada. , 
4. The data submitted in item B-—4, economic status, was for the Dallas County 
Medical Plan, Dallas, Tex. The data submitted in item B—4, occupations, was 


Full service______- 
Partial service 
Indemnity 
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for the Dallas County Medical Plan and Northern Illinois Medical Service, 
igen, Data submitted on both items were based on enrollment as of June 
30, 1950 

5. There is no centralized method in use for elimination of duplications in 
membership in two or more Blue Shield plans. Such duplication should be less 
than a fraction of 1 percent, since most of: the membership is in group enrollment 
where duplication would be virtually impossible. The interplan transfer pro- 
cedure has probably eliminated most of the duplication among the remainder of 
Blue Shield members. 

6. We do not have any persistency tables and there is no statistical data avail- 
able to show the number of persons who transfer from one plan to another, or from 
one status to another within a plan, or persons who might hold another type of 
insurance coverage. 

7. You will find the list of plans requested attached to this report. 

The “blanket coverage method” used to determine the number of dependents 
for the 12 plans not requiring a listing of dependents is attained by applying a 
predetermined factor to the number of certificates in force. We are unable to 
report the factors used by the individual plans, although we know that the factors 
are usually established by a sampling method. 

8. The ‘‘typical or average Blue Shield plan’’ does not refer to any specific plan. 
As reported previously, the determination was made on the basis of the benefits 
offered by a majority of the plans in which a majority of the Blue Shield members 
are enrolled. 

The national trend in benefits has been marked by a very definite increase 
during the last few years. There has been a trend toward an increase in income 
limits for service benefits, and there has been a definite trend toward the conver- 
sion of indemnity coverage to a partial or full service coverage. The trend in 
subscription rates has been upward, although at not the same rate as found in 
Blue Cross. The upward trend has been caused most frequently by the expansion 
of benefits and some modifications in the schedules of fees paid for services rendered. 

9. The figures were quoted from the pamphlet, How Much Do Blue Cross and 
Blue Shield Health Insurance Plans Poe, by Dr. Frank G. Dickinson. The 
percentages quoted in the last sentence would not apply to 1949. 

We are unable to give any data on the apparent downward trend in these per- 
centage figures. 

10. The subject of nursing benefits is being studied by the council on medical 
service of the American Medical Association, from whom you have no doubt 
received a report. We are cooperating with the council on medical service in this 
study. Our thinking on the subject has been purely exploratory and no con- 
clusions of any significance have been reached. 

11. Listed below are the 12 plans providing dental care and their subscriber 
and dependent members as of September 30, 1950: 


Plan 





Subscribers| Dependents 





Group Hospital Service, Inc., Wilmington, Del-_... 





Bid noab aGhdkvdnn cisbekhiaidsmt 67, 246 98, 522 
Mutual Medical Insurance, Inc., Indianapolis, Ind_- ‘ | 193, 188 307, 226 
Coos Bay Hospital Association, Coos ONE eee eS sihinipiad Ee is mica saw 
Pacific Hospital Association, Eugene ,Oreg.1__ ed Sea cad Whew 1 tae 

Klamath Medical Service Bureau, Klamath Falls, Oreg.!.. beside deckaabasaba eee 
Physicians Association of Clackamas County, Oregon City, Oreg. Satire sah itn 
Oregon Physicians’ Service, Portland, Oreg.!_- icone Seiad ce 87, 511 46, 231 
Medical Service Association of Pennsylv ania, Harrisburg diphiiso mel’ su eee. 362, 784 430, 939 
Tennessee Hospital Service Association, Chattanooga. -__..._....-..._.---- ox 25, 748 37, 124 
Memphis Hospital Service and Surgical sen, Memphis, T Tenn 10, 457 12, 769 
Virginia Medical Service Association, Richmond. ---. “nance 97, 954 134, 996 
Hawaii Medical Service Association, Honolulu. .-..........--.-....-------------- 21, 609 25, 689 


1 Available to employees only. 
3 Estimated. 


The certificates of the five plans listed as covering dental service have the 
following provision for such service: 

“Dentistry services will be procured when necessary in the treatment and care 
of fractured jaws. Other services customarily performed by dentists are not 
covered by this contract.’’ (Nore.—This also includes dental X-rays in the 
case of fractures.) 

12. The list of plans requested is shown below: 

Arizona’s Blue Shield Plan, Phoenix. 
California Physicians’ Service, San Francisco. 
Colorado Medical Service, Inc., Denver. 


Group 
Medica 
Florida 
Mutua 
Kansas 
Louisi 
Massa 
Michis 
Minne 
Surgic: 
Monts 
Nebra 
New | 
Medic 
Unite 
Hospi 
Ohio | 
Oklah 
Medi 
Grou} 
Medi 
Virgir 
Medi 
Mari 
West 
Wise: 
Surgi 
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Group Hospital Service, Inc., Wilmington, Del. 

Medical Service of District of C olumbia, Washington. 
Florida Medical Service Corp. , Jacksonv ille. 

Mutual Medical Insurance, ne., Indianapolis, Ind. 

Kansas Physicians’ Service, Topeka. 

Louisiana Physicians Service, Inc., New Orleans. 
Massachusetts Medical Service, Boston. 

Michigan Medical Service, Detroit. 

Minnesota Medical Service, St. Paul. 

Surgical-Medical Care, Kansas City, Mo. 

Montana Physicians’ Service, Helena. 

Nebraska Medical Service, Omaha, 

New Hampshire-Vermont Physician Service, Concord, N. H. 
Medical-Surgical Plan of New Jersey, Newark. 

United Medical Service, New York, N. Y. 

Hospital Saving Association of North Carolina, Chapel Hill. 
Ohio Medical Indemnity, Inc., Columbus. 

Oklahoma Physicians Service, Tulsa. 

Medical Service Association of Pennsylvania, Harrisburg. 
Group Medical and Surgical Service, Dallas, Tex. 

Medical Service Bureau of Utah State Medical Association, Salt Lake City. 
Virginia Medical Service Association, Richmond. 
Medical-Surgical Service, Inc., Clarksburg, W. Va. 

Marion County Medical Service, Inc., Fairmont, W. Va. 
West Virginia Medical Service, Inc., Wheeling. 

Wisconsin Physicians Service, Madison, 

Surgical Care, Milwaukee, Wis. 

The comparable data for 1949 was not completed in December as expected, 
and is still not available. 

13. The range in rates for the typical or average certificate is as follows: 

One-person: From 40 cents to $1.75 

Two-persons: From $1 to $2.80 

Family: From $1.75 to $3.90 

The median rates were computed according to the standard definition, i. e., 
it is the value which exceeds the values of one-half the cases included, and is in 
turn exceeded by the values of one-half the cases. 

The ‘‘typical and average coverage’ as used here is the same as used under 
our C (2) and (3). 

14. The special study referred to in our item F was prepared by the Blue Cross 
Commission of the American Hospital Association and copies of this study are 
not available. We cannot give the enrollment on which there is an employer 
contribution, nor the percentage of subscription charge paid by the employer. 
The names of the plans reporting firms paying some part of the Blue Shield 
coverage, were: 

Associated Hospital Service of Arizona, Phoenix 

Arkansas Medical & Hospital Service, Inc., Little Rock 

Hospital Service of Southern California, Los Angeies 

Colorado Hospital Service, Denver 

Group Hospital Service, Inc., Wilmington, Del. 

iroup Hospitalization, Inc., Washington, D. C. 

Idaho Hospital Service, Boise 

Hospital Service, Inc., of Iowa, Des Moines 

Louisiana Hospital Service, Baton Rouge 

Massachusetts Hospital Service, Inc., Boston 

Michigan Hospital Service, Detroit 

in pi Hospital and Medical Service, Jackson 

Group Hospital Service, Inc., Kansas City, Mo. 

Group Hospital Servies, Inc., St. Louis, Mo. 

Hospital Service Association of Montana, Helena 

New Hampshire-Vermont Hospitalization, Concord, N. H. 

Hospital Service Plan of New Jersey, Newark 

Hospital Service, Inc., Albuquerque, "N. Mex. 

Associated Hospital Service of Capital District, Albany, N. Y. 

Hospital Service Corp. of Western New York, Buffalo, 

Associated Hospital Service of New York, N. Y. 

Rochester Hospital Service Corp., Rochester, N. Y. 

Group Hospital Service, Inc., Syracuse, N. Y. 

Hospital Plan, Inc., Utica, N. Y. 

Hospital Saving Association of North Carolina, Chapel Hill. 
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Akron Hospital Service, Akron, Ohio. 

Hospital Service, Inc., of Stark County, Canton, Ohio. 
Central Hospital Service, Columbus, Ohio. 

Hospital Service, Inc., Lima, Ohio. 

Northwest Hospital Service, Portland, Oreg. 

Hospital Service Plan of Lehigh Valley, Allentown, Pa. 
Associated Hospital Service of Philadelphia. 

Hospital Service Association of Pittsburgh. 

Hospital Service Association of Northeastern Pennsylvania, Wilkes-Barre. 
Hospital Service Corp. of Rhode Island, Providence. 
Tennessee Hospital Service Association, Chattanooga. 
Memphis Hospital Service and Surgical Association. 
Community Hospital Service, Kingsport, Tenn. 

Group Hospital Service, Dallas, Tex. 

Piedmont Hospital Service Association, Lynchburg, Va. 
Virginia Hospital Service Association, Richmond. 
Hospital Service Association of Roanoke, Va. 
Associated Hospitals, Inc., Bluefield, W. Va. 

Blue Cross Hospital Service, Inc., Huntington, W. Va. 
Parkersburg Hospital Service, Inc., W. Va. 

West Virginia Hospital Service, Inc., Wheeling. 


15. Our data under item 9 were reported on an earned basis and, with a few 
exceptions, on an incurred basis. A few plans report to us on a paid rather than 
an incurred basis, but for all practical purposes we believe you may consider the 
figures reported to be on an incurred basis. 

I am also attaching a supplement to our previous report on the distribution of 
members in Blue Shield plans by age. You will note we have been able to add 
two more States to our original report. 

We do have a Blue Shield Manual, published only recently, but it was prepared 
for plan use only and has not been made available to anyone else. In this respect, 
the manual was prepared as a companion publication to the Blue Cross Manual 
and its distribution has been on the same basis as reported to you by the Blue 
Cross Commission with reference to its manual. 

We will be able to give you the estimated Blue Shield enrollment as of Decem- 
ber 31, 1950, by February 1, 1951, as requested. We should also be able to give 
you an estimate for the year 1950 of financial data requested. 

Your letter of January 22 has just been received. I am forwarding copies to 
the executive committee of the Blue Shield Commission, and you may expect 
representatives from this organization to attend the meeting you have scheduled 
for February 14 in Washington, D. C. 

If possible, Blue Shield will be represented by the same persons who attended 
your meeting on September 9, 1950, who were Dr. Charles G. Hayden, Jay C. 
Ketchum, and I. 


Sincerely yours, 
FraNK E. Situ, Director. 


Individual (nongroup) enrollment in Blue Shield plans of June 30, 1949 (by States) 


























State | Subscribers Dependents Total 

California. _- . . ‘ ees ies necihitnb ddtitedee 1, 197 | 1,331 | 2, 528 
Delaware - - - pwdbunbienn dadtestveuencstodsetbanmivediiimiubed 2, 442 | 1, 198 3, 640 
Sea wr edansosnnncsssveccns 5, 720 | 8, 580 14, 300 
Kansas. - - -- * — das 16, 074 32, 626 48, 700 
Michigan. ..---. 3, 791 5, 328 9,119 
Montana... ---- ial alle 15,176 | 17, 663 112,839 
New Hampshire- Vermont. Se eens . oes 33, 264 | 32, 848 | 66, 112 
New York-_----- eannitduoa Lice gedneusielalieks 58, 685 47, 296 105, 981 
North Carolina--._- ies ptitioaeks ido nbc dente 284,790 2121, 629 2 206, 319 
Rasa iaclats hs tiginiatinteciatalonsSn wo Mikal nila cashwieea ate ol anemia AE By Bic nc nina ohscatinaias a 
ESE ; poaiaang elaine aes 12, 081 7, 489 19, 570 
Virginia 3 oom ; détebuade SER kt 12, 456 16, 477 1 43, 933 
West Virginia........- sisetile wakes Sbeidiakes dhe 49,753 * 13,615 4 23, 368 

ae... PRN 78. Sees 246, 929 | 295, 980 556, 409 


1 Estimated. 
2 Total enrollment. 


3 Includes subscriber and dependent membership for 1 plan, total membership for 2 plans. 
4 Includes Kentucky figures. 


NorTE.—1 plan in each of the following States did not report enrollment figures: Colorado, Oklahoma, 
Oregon, West Virginia. 
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Plans and membership, mentioned under eligible dependents 


Enroll ment 

Plans requiring listing of eligible dependents: Sept. 30, 1959 
Hospital Service Corp. of Alabama, Birmingham 1 223, 278 
Arizona’s Blue Shield Plan, Phoenix 62, 347 
California Physicians’ Service, San Francisco__ 991, 313 
Colorado Medical Service, Inc., Denver_ _- 268, 600 
Group Hospital Service, Inc., Wilmington, Del 165, 768 
Medical Service of District of Columbia, Washington 245, 745 
Florida Medical Service Corp., Jacksonville 194, 868 
Northern Illinois Medical Service, Rockford : 13, 882 
Mutual Medical Insurance, Inc., Indianapolis, Ind 500, 414 
Medical Service Mutual, Inc., Ashland, Bye.u._. 20, 906 
Michigan Medical Service, Detroit. ee EL Eee 1 1, 956, 169 
Montana Physicians’ Service, Helena_ _- _- 95, 803 
New Hampshire-Vermont Physician Service, Concord 210, 452 
Medical-Surgical Plan of New Jersey, Newark___- 165, 105 
United Medical Service, Inc., New York, N. Y 1, 899, 090 
Central New York Medical Plan, Syracuse 10, 096 


Medical and Surgical Care, Inc., Utica, N. Y 


“ 132, 16] 
Oklahoma Physicians Service, Tulsa 


=* 214, 838 
Oregon Physicians’ Service, Portland__- 133, 742 
South Carolina Medical Plan, Greenville_ _ -- ; 1 16, 276 
Tennessee Hospital Service Association, Chattanooga_ _ - 62, 872 
The Dallas County Medical Plan, Dailas, Tex : 2, 478 
Group Medical and Surgical Service, Dallas, Tex 380, 914 
Medical Service Bureau of Utah State Medical Association, Salt 

POR RN oe wee os 29, 069 
Virginia Medical Service Assoc iation, Richmond 232, 950 
Surgical Care, Inc., Roanoke, Va 103, 575 
Surgical Service, Inc., Bluefield, W. Va 8, 592 
Medical Service, Inc., Charleston, W. Va 64, 317 
Marion County Medical Service, Ine., Fairmont, W. Va 12, 034 
Medical Care, Inc., Huntington, W. Va_-- 36, 697 
Medical-Surgical Service, Inc., Morgantown, W. Va- 3, 137 
West Virginia Medical Service, Inc., Wheeling - - - 29, 932 
Wyoming Medical Service, C he syenne_ _- 1 30, 674 
Hawaii Medical Service Association, Honolulu E25 17, 298 
Medical Services Association, Vancouve r, British omen i 159, 028 
Maritime Hospital Service Association, Moncton, New Bruns- 

ihe BE aie lea tera 74, 076 

Pians requiring listing of eligible dependents at time of enrollment 
Arkansas Medical and Hospital Service, Little Rock — - $1, 952 
Illinois Medical Service, Chicago - - - 297, 861 
Rock Island County Medical Service, Moline, I1l- 10, 020 
Iowa Medical Service, Des Moines-__-- --- , 242, 790 
Mississippi Hospital and Medical Service, Jackson- 76, 436 
Missouri Medical Service, St. Louis_ -- 264, 230 
Pians not requiring listing of eligible dependents: 
Kansas Phy sicians’ Service, Topeka_-- 242, 273 
Senteaies Physicians Mutual, Inc., Louisville 45, 601 
Massachusetts Medical Service, Boston __- 1 1, 004, 589 
Minnesota Medical Service, St. Paul 378, 105 
Surgical-Medical Care, Kansas City, Mo- - - 70, 301 
Nebraska Medical Service, Omaha__ 138, 066 
Western New York Medical Plan, Inc., Buffalo . 313, 132 
Genesee Valley Medical Care, Inc., Rochester, N. Y 123, 376 
Hospital Saving Association of North Carolina, Chapel Hill 393, 631 
North Dakota Physicians Service, Fargo ‘ 1 21, 364 
Wisconsin Physicians Service, Madison 1 189, 092 
Surgical Care, Milwaukee, Wisconsin _--- . 1 273, 673 


1 Estimated. 
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Distribution of membership in Blue Shield plans by age (by States), supplemental 


































report 
State nen 5-9 | 10-14 | 15-19 | 20-24 | 25-29 | 30-34 
Missouri....-........................-.....] 28,334 | 18,825 | 18,236 | 15,416 | 25,158 | 28,299 | 18,674 
GUI A concatce. ga 16, 673 | 22,169 | 15,758 | 14,768 | 19,505 | 22°741 | 19°003 























State 45-49 50-54 60-64 | ®.and | Tota) 

en is a 18, 443 | 20,369 | 15, 019 8,106 | 6,788 | 249, 492 

ea 17, 343 | 15, 994 | 13,000 | 10,178 4,589 | 2,356 | 200,897 
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APPENDIX C 


INFORMATION SUBMITTED TO THE SUBCOMMITTEE ON HEALTH OF 
THE SENATE COMMITTEE ON LABOR AND PuBLIC WELFARE BY 
CoopERATIVE HEALTH FEDERATION OF AMERICA 


CooPpERATIVE HEALTH FEDERATION OF AMERICA, 


Chicago, Ill., December 14, 1950. 
Dean A. Cuark, M. D., 
Director, Survey for the Subcommittee on Health, 
Senate Committee on Labor and Public Welfare, Senate Office Building, 
Washington 25, D. C. 

Dear Dr. CrarK: We submit herewith as requested by your committee a 
report on the operations of the health insurance plans which are associated with 
the Cooperative Health Federation of America. 

As pointed out in the introduction to our report, we are confident that the 
basic facts set forth therein are applicable also to a considerable number of other 
group health plans not yet affiliated with the Cooperative Health Federation of 
America. 

We are most anxious to cooperate with the Senate committee in any possible 
way and will be glad to comply to the best of our ability with any further request 
made of us. 

Sincerely yours, 
JERRY Vooruis, Erecutive Secretary. 


REPORT ON OPERATIONS OF THE HEALTH INSURANCE PLANS AssocIATED WITH 
CooPERATIVE HEALTH FEDERATION OF AMERICA 


INTRODUCTORY REMARKS 


The information which follows in this report is based upon a careful study of 
and reasonably full data from the regular member plans of the Cooperative Health 
Federation of America. The basic facts submitted, particularly with respect to 
direct service plans, however, are almost equally valid with respect to the experi- 
ence of an additional 40 or 50 similar plans now operating throughout the country. 
Most of these are rural plans, operating their own hospitals, or clinics, or both. 
They are essentially cooperative in nature, having prepayment programs but 
serving the needs of whole communities, members aa nonmembers alike. 

Taken altogether the member plans of the Cooperative Health Federation of 
America and the other similar plans not yet affiliated with the CHFA represent 
the most direct attempts now being made by groups of American people to solve 
the problem of medical economics by their own efforts. This report will differ 
from other reports received by the committee primarily in the fact that this 
report deals with those health insurance and direct service plans which are the 
direct result of a sense of need on the part of groups of people for better methods 
of enabling those groups to pay in an orderly fashion for high quality medical 
care and to bring to themselves and their communities the facilities and the 
personnel capable of providing such care. 

The mention of specific names of organizations has been avoided in this report 
and data have been summarized insofar as possible for the convenience of the 
committee. Upon inquiry from the committee we can, of course, furnish specific 
names referred to in the report, together with more detailed data on specific plans. 

There seemed to us to be some duplication in the outline of information re- 
quested which was submitted to us by the subcommittee. We have, therefore, 
organized our report in what seemed to us to be the most logical and usable man- 
ner, taking some liberties with the outline here and there. 


TYPE OF OWNERSHIP 


The overwhelming majority of the plans here reported upon are in practical 
effect cooperative organizations controlled in their financial, economic, and gen- 
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eral policy aspects by the users of the services. Without exception, however, 
the plans make special provision to the effect that the conduct of the practice of 
medicine and all relationships between the doctors and patients shall be under 
the complete control of the professional staff. The practice of democratic con- 
trol by the policyholders or users of the services is, however, almost general, 
regardless of whether the plans are organized under nonprofit laws or cooperative 
laws and regardless of whether they are direct service plans or indemnity plans. 
Exceptions to this statement are to be found in two instances where the plans are 
controlled by boards representative of large groups of users, which boards con- 
stitute also the corporate body in these cases. One case of ownership by a group 
of physicians who, however, operate their direct service program as nearly on a 
user-controlled basis as the laws of the State in which they operate will allow is 
the only other exception. All other plans are, in essence, consumer cooperatives. 


GOVERNING BODIES 


In practically every case the governing bodies of the plans here reported on are 
elected in democratic fashion by the policyholders or users of the service in 
annual meetings as provided in their bylaws. Even in the case of some of the 
indemnity insurance plans the method of holding district meetings for policy- 
holders where they nominate duly accredited representatives to represent them in 
general annual meetings brings about essentially the same result. Exceptions are 
found in the cases already referred to where the governing body is chosen from 
organizations which include large numbers of users of the services but where 
individual users of the service or individual policyholders do not themselves vote 
in selection of the governing board. Only one of the plans covered in this report 
has formal representation of the general public on its governing body. However, 
the governing bodies of all other plans are representative of a broad membership 
in the community and constitute in practically all cases a very effective cross 
section of the general public in those communities or areas. 


TYPES OF POLICIES WRITTEN 


Two-thirds of the member plans provide direct service to covered individuals 
(members). One-third provide indemnity payments to covered individuals. In 
a few cases plans provide direct service for certain types of benefits, usually 
medical and surgical, but provide indemnity payments for other services, usually 
hospitalization. There is a tendency in such cases for direct service plans not 
providing certain services to cover their subscribers with insurance carried by one 
or another of the indemnity plans (insurance companies) included in this report. 


METHODS OF OPERATION 


It is exceedingly difficult to summarize accurately the methods of operation 
used by the health-insurance and direct-service plans covered in this report. In 
one case the method of operation is simply direct service provided by doctors to 
all subscribers at a doctor-owned medical center. In one other case the subscriber 
simply goes to the physician of his choice, receives the care he needs, and on the 
basis of his receipted bill receives indemnity in an amount equal to 75 percent of 
the standard schedule of charges in effect at the time the plan was first started. 
In still another case the plan pays, in consideration of subscribers’ dues, approxi- 
mately two-thirds of the amount of agreed-upon charges for the service of any 
participating physician to one of its members. The member selects any physician 
that he may desire to go to. 

Two indemnity plans make cash payments to their subscribers in amounts 
specifically set forth in the contract for hospitalization and surgical benefits only. 
One of these plans enrolls subscribers on an individual or family basis but aims 
primarily to provide this insurance for the employees of a large regional coopera- 
tive wholesale organization. The other of these two plans writes hospitalization 
ce surgical insurance for both individuals and groups throughout one entire 

tate. 

Another indemnity plan provides primarily insurance to organized groups such 
as credit unions, cooperatives, labor unions, and employees. This particular 
plan has concentrated its principal efforts toward trying to provide group hospitali- 
zation and surgical insurance for rural groups and is probably unique in the country 
in this respect. It operates wholly on an indemnity basis. 

Two other plans provide insurance to employed groups almost exclusively 
though in both cases they are attempting to work out plans to include other 
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groups as well. In the case of one of these plans payments are made on an 
indemnity basis for services rendered by any of a very large group of participating 
physicians. In the other case contracts are made with groups of physicians each 
operating a medical center. Each such group of doctors is paid upon a capitation 
basis for all enrollees of this plan who choose that medical group. This last- 
mentioned plan in other words provides benefits in the form of direct service 
rather than indemnity payments. 

Two large city plans provide direct service of a very comprehensive nature to 
individuals and families enrolled with them as cooperative members. This 
service includes with certain exceptions all medical and surgical care. In one 
of the two cases it includes hospitalization in a hospital owned by the plan. In 
the other case hospitalization is provided for by direct payment by the plan to 
the hospital caring for one of the plan members. In one of these plans dentistry 
is provided but on a fee basis. One of the two large city plans just described 
provides direct service benefits also on a contract basis to employed groups. 
Another plan also located in a large city owns and operates a clinic staffed by a 
large group of part-time general practitioners, specialists, and dentists who also 
conduct their own private practice in the city. This plan is based upon a col- 
lective-bargaining contract of a large union with its employers who pay a per- 
centage of payroll into a fund which is used to operate the plan. This plan is 
open to any other group succeeding in making similar collective-bargaining 
agreements. 

Still another plan in a small city operates its own health center and hospital 
staffed by a group of physicians providing service to its members on a direct- 
service basis. Another plan provides direct service in its clinic for its enrollees 
most of whom are members of employed groups but provides for hospitalization 
through insurance carried with one of the other indemnity plans described in 
this report. 

The remaining plans described in this report and a considerable number of the 
plans not affiliated with CHFA but referred to in the introduction are located in 
rural areas. These areas were without adequate health facilities of anv sort when 
the plans were organized. Through action of voluntary groups of their people 
they have secured hospitals and succeeded in staffing such hospitals for direct 
service to members of the plans and others in those communities. 

Perhaps the basic characteristic of the whole movement in health economics 
which is represented by the CHFA becomes most clear from a reading of this 
section of our report. That characteristic is free experimentation in methods of 
enabling people to pay for and to secure adequate medical care. It will be obvious 
how wide a variety of methods have been hit upon and how important it is for 
experimentation to be carried further and to be made even broader. Already 
sufficient experience has been obtained to eliminate a number of unsatisfactory 
practices and to strengthen those which are proving successful. Different types 
of communities and different circumstances require, for success, different methods 
of operation. The plans associated with the CHFA are attempting to adapt to 
those particular needs suitable methods of dealing with the health problems of the 
people. In general it may be said that with every month that passes additional 
experience is gained as to sound methods of operation of group health, consumer- 
sponsored health insurance plans. As long as there is a liberal sharing of this 
experience between the various plans throughout the Nation, it can be expected 
better and better practices will be adopted. 


RESOURCES AND FINANCIAL CONDITION 


In general it may be said that the plans here reported on are in a sound financial 
condition. In a number of instances the direct-service plans are still carrying 
indebtedness due to the acquisition or construction of their facilities. In some 
cases this indebtedness is a heavy one, but in all cases except two there appears 
to be no reason to doubt the basic soundness of the plan or its ability to discharge 
the indebtedness. In the other two cases financial problems are due to the fact 
that rates of dues were set in the early stages at too low a figure. In both cases 
those rates have been moved upward and it is anticipated that this will correct 
the situation. 

The indemnity plans may be said to be in a strong position from a purely 
financial point of view. All of those here reported on have entirely adequate 
reserves from all points of view. It should be pointed out however that the 
direct-service plans attempt not to accumulate funds but to operate as nearly at 
cost as possible and that in cases where their operation shows any considerable 
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excess of income over expense they either increase compensation of physicians, 
add to the services provided, or reduce premium charges (dues). 


BENEFITS PROVIDED AND STANDARD PREMIUM AND SUBSCRIPTION RATES 


Two-thirds of the plans here reported on provide hospitalization either through 
direct service in their own facilities or through indemnity payments. In some 
cases subscribers to the plan simply receive substantial discounts from regular 
hospital charges. In other instances subscribers are entitled to hospitalization 
without extra charge and as part of the benefits provided through their regular 
monthly dues. In most cases 30, 60, or 90 days are allowed, but one plan provides 
up to 180 days of hospitalization. 

All the plans here dealt with provide surgical benefits either by indemnity 
payments or through direct service. Ninety percent of the plans provide medical 
benefits either through indemnity payments or direct service. All of the direct- 
service plans provide without additional charge for doctors care in the case of both 
surgical and medical care. 

One-half of the plans provide nursing services in one manner or another and in a 
number of cases visiting nurse service is provided. Only about one-third of the 
plans provide dental care and in one-half of these cases it is provided on a basis 
of fee for service payments though the charges are considerably less than would 
ordinarily be the case. 

Beginning with two of the indemnity plans which are at least broad in their scope 
we find in one case that for payments of $2 per month for adult individuals or 
$1.65 for members of employed groups, the subscriber is entitled to $5 per day 
indemnity payments for hospital care, $50 for special charges to the hospital, $50 
for maternity care, and to surgical benefits according to a State-approved schedule 
offees. Inthe other similar plan charges for hospitalization and surgical insurance 
are $1.55 monthly for an individual and $4.20 for a family of unlimited size with 
benefits up to $6 per day for 30 days’ hospitalization plus surgical care at published 
charges. Another indemnity plan charges monthly dues of $1.50 for a single indi- 
vidual and $3 for a family of three or more. The plan then pays 75 percent of the 
bill incurred by its members for medical and surgical care in accordance with a 
schedule of charges in effect at the time the plan was established. 

Another indemnity plan covers primarily rural groups, has premium rates for 
hospitalization and surgical insurance ranging from $2.25 for an employed head of 
a family to $6 for a family of unlimited size and for these premiums provides on 
an indemnity basis $5 per day up to 30 days of hospitalization (which may be 
increased to a maximum of 60 days in case not used in any given year) ; ambulance 
service; and $50 allowance for each of the following items: operating room and 
anesthetics; X-ray; laboratory services; oxygen, radiant heat, and related treat- 
ments; basal metabolism tests; electrocardiograph; drugs, dressings, serums, and 
injections. Under this policy practically all types of surgery are covered for 
standard published rates of payment. Under a special policy providing hospitali- 
zation only for large groups this indemnity plan provides for premiums of $1 for 
employed members and $2.25 for families of three or more the same benefits as 
described above except that $25 instead of $50 is allowed for the various items 
listed with $40 being allowed for operating room and anesthetics. This same 
plan provides medical-care insurance at rates ranging from $1.25 a month for a 
policyholder to $4.25 for families of seven or more; for this premium medical 
expenses up to $75 for each covered individual per year are paid except for the 
first $10 of such expense; in addition $25 is paid for each covered individual for 
consultation expenses. Another indemnity plan provides no hospitalization 
insurance, but has premium rates of $0.80 monthly for employed individuals and 
$2 monthly for entire families for surgical, medical, and nursing care at standard 
rates of payment specifically set forth in the contract. The contract of this plan 
provides per diem benefits for in-hospital care at the rate of $10 for the first day, 
$5 for the second through the fifth day, $4 for the sixth through the twenty-first 
day and $2 thereafter. This same plan writes a contract for additional premium 
payment of $1.10 for an individual and $2.75 for a family which provides benefits 
of $3 for office calls and $4 for home calls in case of illness. These premium rates 
are reduced by approximately 40 percent under a clause where the first three calls 
in any illness are excluded. The two indemnity plans just described exclude 
from coverage tuberculosis, drug and alcohol addiction, venereal diseases, cosmetic 
surgery, brain surgery, nervous disorders, and any illness or injury covered by 
workmen’s compensation. Obstetrical care is provided only after the first 10 
months of the contract. 
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The largest of the plans here reported on provides for monthly premiums 
ranging from $2.42 for an employed person to $7.25 for families of unlimited size. 
These payments do not provide hospitalization insurance but they do provide, 
through direct service by medical groups, for comprehensive care, medical, 
surgical, and nursing without exception or exclusion even of preexisting conditions. 
Benefits inelude all types of specialist care, preventive care, chemical and biolog- 
ical tests, heat treatments and radio-therapy, X-ray treatments, and psychiatric 
diagnosis—in short, practically all types of illness and disability. About the only 
services not provided under the benefits of this plan are the care of tuberculosis 
and mental and nervous disorders after they have reached the point of institu- 
tionalization, treatments for alcoholism and drug addiction, and dentistry. 

A rather obvious fact concerning health-insurance plans may well be stressed 
at this point. The plan just discussed is a very large one and requires that at 
least 75 percent of each insured group and 75 percent of the eligible families in each 
group be enrolled as to all insured groups. Furthermore, this plan writes group 
insurance only and is thus protected against the risks of counter selection which are 
present to some degree in cases of plans enrolling individual families. In general 
the larger the plan and the more its emphasis upon group enrollment the less 
concerned it needs to be about exclusions and the closer it can come to providing 
really comprehensive medical, surgical, and hospital care. 

In the direct-service plans covered by this report the monthly premium pay- 
ments for families of unlimited size and for which in general comprehensive medi- 
cal, surgical, and hospitalization care is provided with certain standard exceptions 
range from $6.50 to $11.50. In one case the monthly payment is as low as $3.50 
for families of four or more but charges, though at reduced rates, are made to 
members for hospital beds, the use of tne operating room and anesthesia, X-ray 
treatments, laboratory tests, and metabolism tests. Dentistry is provided by this 
plan at 50 percent discount under established rates. Hospital charges are at about 
25 percent less than established rates and other charges at about 33% discount. 
The dues or premiums paid in the case of this particular plan therefore cover the 
doctor’s care in both clinic and hospital completely and most standard types of 
treatments. It should be pointed out that this plan operates in a rural community 
where the need for health facilities and personnel is very great indeed. It cares 
for the medical needs of a very considerable number of people in that area besides 
those who are enrolled as its members and is in every respect a community institu- 
tion as well as a cooperative health plan. 

On the other hand one of the direct-service plans provides for $4 for the head of 
the family, $3 for each additional adult, and $1.50 for the first and second child 
with a maximum charge of $10 the following benefits: hospitalization up to 180 
days per year, comprehensive medical and surgical care at both the clinic and hos- 
pital together with doctor’s home calls when necessary. This plan also provides 
without extra charge drugs as prescribed by physicians. This plan furthermore, 
while it does write contracts for industrial groups, enrolls individual families as 
they apply for membership, and thus does not have in general the protection of an 
exclusively group-insurance business. This plan has a definite program of pre- 
ventive medical care for the benefit of its subscribers and like practically all the 
other plans described in this report, it not only makes available to its subscribers, 
but encourages, periodic examinations, and check ups of their physical condition. 
The direct-service plan in question operates the largest clinic in its city as well as a 
hospital of its own ownership. The only exceptions to the comprehensiveness of 
the care provided by this plan are: venereal diseases, mental diseases, alcohol, and 
drug addiction, X-ray therapy, dentistry, workmen compensation cases, mater- 
nity benefits during the first 10 months of membership and preexisting conditions. 

orresponding to this plan is another large direct-service plan whose premium 
rates are $3.50 for each adult, $2.75 for each child with a maximum charge per 
family $13.75 regardless of the number of children. This plan provides hospitali- 
zation up to 60 days per year for all covered persons together with comprehensive 
medical and surgical care, and necessary drugs at cost. Dental service is provided 
on a fee basis. The exclusions from benefits in this plan as in practically all the 
other direct-service plans are approximately the same as those in the plan just 
previously described. 

One other plan requires specific description since in addition to comprehensive 
medical and surgical care it also provides dentistry and diagnostic care for tuber- 
culosis and mental and nervous disorders. This plan operates its own well- 
equipped clinic and provides 60 days hospitalization per year for its subscribers 
in the hospitals of the community by agreements with those hospitals. The 
membership of this plan consists of the members of trade-unions which have made 
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contracts with their employer for the payment of a percentage of payroll into the 
fund which finances the plan. Great effort is made to induce union members to 
make use of the services of this plan and its clinic. It is significant perhaps that 
approximately one-half of them now do so. 

In general it may be said that other plans provide at somewhat lower premium 
rates per month somewhat less comprehensive benefits than the three plans just 
described. In a number of instances it is stipulated in the contract that the plan 
will provide all medical and surgical care which is within the capacity of its staff 
to perform. All these plans operate their own health center and most of them own 
and operate their own hospital. The exclusions from their coverage are in all 
cases approximately the same as those set forth for the plans heretofore described. 

It must be pointed out with great emphasis however that in the case of all these 
plans subscribers do not have to wait until they are hospitalized or extremely ill 
before they are entitled to the benefits of high-quality medical care. Indeed by 
their very nature these plans encourage health maintenance as well as the cure of 
disease. It is impossible to evaluate their benefits in terms of the premium pay- 
ment unless these facts are borne in mind. 


RATES OF UTILIZATION 


The rate of hospitalization varies all the way from one hospitalization for each 
3 covered individuals per year to 1 hospital admission for every 11 covered 
individuals. It is significant that the rate of hospital admissions is substantially 
less in the case of direct-service plans providing comprehensive medical care and 
hence making available health-maintenance services, than is the case with purely 
indemnity plans. This would seem to indicate that where people have prepaid 
the cost of comprehensive medical care, either directly or through industrial 
contracts, they are more likely to stay well and avoid the requirement for hospital- 
ization than is otherwise the case. The average duration per hospitalization 
varies from 5 to 11 days. 

The incidence for medical care ranges from 4.3 visits to the doctor per year for 
covered individuals to 5.2 such calls per year. In some plans there is evidence 
of a slight increase in this incidence rate but it is particularly significant that these 
plans are the ones ministering to low-income families which almost certainly 
have in the past not been in the habit of seeing the doctor except in cases of dire 
necessity. ecently officials of other types of health-insurance plans than those 
herein reported upon have publicly complained of serious abuses of their plans by 
both patients and physicians. There is practically no such abuse of the con- 
sumer-sponsored plans covered in this report. The reason for this is we believe 
altogether obvious, namely that where groups of American citizens go to the 
trouble of setting up a health plan to solve their own problems of medical economics 
there exists an increasing understanding of the problems involved and a group 
spirit which is effective in preventing such abuses. 


PARTICIPATION BY EMPLOYERS 


In the case of the majority of the plans here described there is no employer 
contribution involved in the premium payments whatsoever. In some other plans 
employer contribution enter the situation to a minor extent. However, with 
respect to several of the larger plans employer contribution plays an important 
part in the financing of the program. Generally speaking employer contributions 
follow one of two patterns. Either the contribution amounts to 50 percent of 
the entire premium or the employer carries the entire premium. In practically 
all such cases these arrangements are brought about through collective-bargaining 
contracts. The advantage of such employer contribution is obvious. In the 
case of one plan for example, it has made possible comprehensive health care for 
many thousands of low-paid workers in an American industrial city. It has 
markedly reduced absenteeism in this industry and improved efficiency as well. 
Obviously however there are only so many people in the population who are in 
families of employed groups of workers. Those plans which do not rely upon 
employer contributions are performing the more risky task of attempting to cover 
for more or less comprehensive medical and surgical care cross sections of the 
population in general. It would be desirable perhaps if to a greater extent than 
is now the case plans could combine individual family enrollment with coverage 
of substantial numbers of employed groups. This would enable the plan to be 
better assured against a tendency to counter selection of so-called bad risks which 
is probably present in individual family enrollment. It would at the same time 
make for a broader coverage of all elements in the population. In the case of 
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several of the plans here described this sort of combination already exists. In the 
case of two other plans now operating almost entirely upon the basis of group 
insurance, efforts are being put forth to devise sound methods of covering groups 
other than those having common employment and where, therefore, no employer 
contribution can be expected. 


FINANCIAL STATISTICS 


Comprehensive financial statistics such as the committee has requested have 
proven exceedingly difficult to obtain. We offer, however, certain typical 
examples of small and large plans alike herewith. 


Plan A 


For 9 months of 1950 premiums earned amounted to $67,527; benefits paid 
(mostly hospitalization insurance), $34,861; paid to staff—S$19,919; additions to 
reserve—nothing since this plan is heavily in debt and the balance was used to 
pay on that indebtedness, 



































Plan B 
Premiums | _ Benefits Physician At iditions 
} earned | paid salaries to reserves 
I gn aka) tae inthe ansileie aeaecel $52, 373 | $21, 595 $26, 577 $4, 199. 93 
ds ile a eae ie 54, 322 | 24, 151 30, 023 157. 00 
ote oes as ental aeen eee ieeeielsbaarerennd eas ; 61, 587 38, 933 27, 906 5, 251) 
tint) 58 woeccabenaeedbanwebasucdenecus i 66, 267 | 38, 738 23, 928 3, 599 
id ilskt clin ncddibncasaaatt Menaheboisadl et 68, 739 39, 189 29, 100 449 
Plan C 
GYR has ea) Peat hake SA Us oti! 
: | ‘ | Acquisi- ' Additions 
Premiums | Benefits eae leis “eh ego Other re ices 
earned | paid | ercent) Taxes | tionex- | , xpense to re- Percent 
| | pense serves 
_ | | — aS | <ome -_ eeumenne ems -_ 
| | | | 
ORS Soi dace --| $233,631.73 | $129,077.58 | 55.25 | $4,839 | $28, 309 $44, 520 $27, 422 11.74 
sia a 482,512.62 | 292,305.68 | 60.58 | 8,960) 59,518 81, 411 41, 609 8. 62 
1947__.......-----.| _ 962,977.29 | 758,917.88 | 78.81 | 12,453 | 67,806 | 155, 606 29, 213)| (3. 30) 
1948_- 72-222 2-2-2 | 1, 366,938.02 | 978,675.13 | 71.60 | 23,619 | 76,820} 203,486 | 91,716 | 6.71 
Wes She ses | 1, 477, 369.91 | 1,055, 959. 47 | 71.47 | 27,486 | 90, 900 253, 026 59, 050 4. 00 
' i | 
Plan D ( (prepayment plan only) 
Expenses 
incurred 
1947 Deets aee are Gases ‘ uitedutadinice sete a $483, 520 $473, 484 
See. 5<25- Ghd Ube eng atts ded esah bcmnhedvesaamdeceeh dasiee putictawhiina $72, 2; 462, 130 
BIR nha Cidiiknicenae’ hates i snirti lied d aaicioeneareiiae Sai iaath : 689, 741 | 670, 646 
i cpennminawe ease net wall aiitadeesamenes : ‘ 618, 856 592, 078 
Plan E 
Premiums | ponopte nai Expenses | Additions to 
| earned Benefitspaid| incurred reserves 
ets bo nese — ference creme oeeinees 
achiied teak ailnileNi bins: nicest hunni tin intnpciinh tiation } $82, 915 $45, 145 $84, 405 $4, 777 
Ne teeth tite he Rotate tiation pansscetinh Sateen 134, 480 66, 431 68, 643 | 6, 025 
Ee Lhd cktccwcheuuekteaeebciel 181, 912 115, 853 70, 471 5, 934 
Pas Gidcansbhndschict wis ispsesneednatdinimacde 280, 661 | 191, 970 73, 479 7, 672 
Be tittinscietinde thine daktond heen waaeee pa temnngt | 431,171 299, 167 94, 670 11,733 
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Plan F 

ek sRe Asser) gti hes oars ; ris a 

Benefits 
Prenium ———| Expenses | Additions to 

earned Capitation Other incurred | reserves! 
fee 
ate cig ty ae > ’ a Ae ean WEN coe See Beh as eee. 
ee ‘ -..---..--| $1,066,000 2 $783,000 | $8,700 | $432,000 $41, 000 
1948 _ : cae : , hiontenal 3, 012, 000 3 2, 284, 000 36, 800 597, 000 | 122, 500 
1949_____- : cat Le 4, 980, 000 | | 199, 700 
| 


43,945,000 | 42, 900 | 641, 000 


1 Statutory reserves do not include reserves against claims. 
273 percent of premiums. 
376 percent of premiums. 
479 percent of premiums. 


Plan G received premium income of $331,000 in 1949, paid $69,100 for hospital- 
ization for its members, incurred expenses of $269,500 (56 percent of which were 
for salaries of professional personnel), added $15,700 to its reserves. Plan H 
received between 1945-49 $194,466 in premiums. It paid in benefits $169,736. 
It incurred other expenses of $11,962 and it added $12,767 to its reserves. 


QUALITY OF SERVICE AND RELATIONS WITH THE PROFESSION 


The member plans of the Cooperative Health Federation of America sincerely 
believe that they are in a better position than any other type of health-insurance 
plan to assure a high quality of medical service. The reason for this is that no 
one is quite so concerned about high quality medical care as are the patients 
who are going to receive the care. Therefore when the inception of a plan arises 
out of the needs of the people and where the people determine the general policies 
to be pursued their very first insistence will naturally be upon high professional 
standards and high standards of quality in the medical care to be provided. These 
plans are under no necessity to include all of the licensed physicians in a given 
area in the group providing service as some other insurance plans are virtually 
compelled to do. dn the contrary, the Cooperative Health Federation of America 
type of plan is in a position to select highly qualified physicians and to set standards 
that go beyond those which other types of plans can in the nature of the case 
impose. The actual selection of doctors for the staffs of cooperative hospitals or 
for participation in the groups providing service for subscribers to insurance 
plans is made by professional people not by laymen. Sometimes it is done by the 
existing staff or group of doctors. More often selection is made by a committee of 
physicians not necessarily connected with the plan itself but which is specially 
set up for the purpose of passing on the qualifications of physicians under con- 
sideration for association with the plan. Some of the member plans herein de- 
scribed have established medical control or advisory boards consisting of physicians 
outside the ranks of their own physicians and requested them to set up standards 
with which all physicians participating in the plan must accord. 

In the case of some of the insurance plans as distinguished from direct-service 
plans the group health insurance organization simply states in its policies that the 
eare given to its subscribers must be given by physicians duly licensed in the 
State in question. Indemnity plans covering considerable numbers of people are 
however in a position to exert a strong influence toward obtaining adequate health 
facilities and personnel in shortage areas and certain of the plans described in this 
report have been outstanding in such efforts. In the case of direct-service plans 
and group-practice plans careful selection is made as described above. 

As for the supervision of service it should be pointed out that here again the 
very people who are recipients of service are in a position to insist that the service 
be of the best quality. Supervision of service is generally provided through a 
chief of staff or supervisory committee of professional people. The Cooperative 
Health Federation of America doubts that any greater incentive to maintain and 
improve the quality of care exists than the incentive which groups of doctors hav- 
ing the sort of close and worth-while association with their patients which most of 
the doctors associated with the CHFA member pians enjoy. These doctors are 
in the unique position of having an opportunity to keep people well rather than to 
treat them only after they have become ill. Generally speaking they are, through 
the operation of the group health plan, freed from the usual financial worries 
which beset the average physician. They are consequently in a position to 
devote their entire time and thought to the improvement of quality of care. 
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Furthermore they are in a position to feel that the work that they are doing is’in 
the nature of proving the effectiveness of voluntary methods in solving the health 
problems of large groups of people. The plans of CHFA normally require doctors 
to spend stipulated amounts of time in study and attendance upon professional 
institutes and such time is of course compensated for on a mutually agreeable 
basis. Provision for such study vary from 2 weeks’ leave per year to 3 months’ 
leave every 3 years. But in practically all the direct-service plans such provision 
is made. 

In the case of plans like those associated with CHFA where the sponsorship 
of the plan comes essentially from the people who need its services, there is an 
orderly opportunity for patient complaints to be registered with the insurance 
company or group health plan, such as can hardly be the arrangement by other 
types of plans. Generally speaking there is a regular procedure set up for the regis- 
tration of patient complaints and opportunity to consder them in staff meetings 
where proper evaluation of them is rendered much easier. 

Again the fact that these plans by nature provide for group practice makes 
possible ready and easy referral of patients to specialists and avoids the barriers 
that normally exist against such ready referrals. Staff consultations, again, 
which are frequent in all the plans described, make for a higher quality of medical 
care generally. In the case of the rural plans in particular such advantages as 
group practice, consultation, referrals and the presence of specialists would be 
utterly impossible were it not for the existence of a group health plan in the com- 
munity. Another factor of great importance is this. Even though the patients 
being treated are from low-income families the physicians know that they have 
already paid for medical care which they need and therefore need not hesitate to 
provide such needed care even though it be of an expensive nature. 

Perhaps the most important of all is the fact that many of the plans described 
in this report have been responsible for bringing to whole areas for the first time 
desperately needed health facilities and staffs of professional people. One com- 
munity, for example, had only two general practitioners both of very advanced 
age and no hospital at all before the plan was organized. It now has a recognized 
hospital and four full-time physicians including a surgeon and a specialist in 
internal medicine and with opportunity existing for consultation with specialists 
in nearby communities in cases of necessity. Other instances of similar sort could 
readily be cited. 

Increasingly the health insurance plans here described are exploring the field 
of preventive medicine and putting into effect programs for so doing. Two of the 
larger plans have such programs already under way. In all plans there is con- 
tinuous encouragement to the subscribers to make themselves available for periodic 
examinations and check-ups of their physical condition. 

Much has been written on the subject of preventive medicine but the fact 
remains that the only circumstance under which the doctor is really likely to have 
a chance to provide preventive medical care is one where his patient has already 
prepaid the cost of such care and is therefore willing if not eager to make himself 
available for periodic examinations and other procedures necessary to a health 
maintenance program. Preventive medical care is one of the cardinal principles 
of the CHFA and is stressed by practically all of its member plans. The achieve- 
ment of an effective program of preventive medicine is of course not an easy one. 
One of the larger member plans of CHFA is now undertaking a specially planned 
program of preventive medicine which includes periodic examinations of all basi- 
cally necessary sorts by its entire membership. Another member organization, in 
this case an insurance rather than a direct service plan, has inaugurated a program 
which can fairly be described as preventive dentistry. Still a third plan has 
inaugurated a program for 500 of its subscribing families which includes a very 
intensive family health program in the field of preventive medical care. 

The CHFA itself issues a monthly Information Letter and in addition consider- 
able pamphlet literature aimed to promote the health education of its members. 
In addition, a syndicated column written by doctors is provided for any newspapers 
or magazines caring to subscribe and these columns always deal with common 
health problems in layman’s language. More important perhaps is the fact that 
most of the member plans of CHFA issue their own magazines and bulletins and 
other material directed to the health education of their subscribers and members. 
One plan has inaugurated the program of neighborhood meetings of its members 
for discussions of their common problems especially health problems. It is 
obvious that such small conference meetings might become a most important 
factor in health education. The object of all of these plans is to keep people 
well rather than to treat them after they are sick. Consequently health educa- 
tion is a central objective. 
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Several of the group health plans associated with the CHFA have staff members 
who are on the faculty of medical schools and colleges. And one of the groups 
of doctors associated with one of the larger plans constitutes the major portion 
of the staff of a teaching hospital. In one of the plans operating in a rural county 
one of the staff doctors is president of the public health council ard the entire 
staff of this plan has been responsible for a number of community health surveys 
aimed to determine the prevalence of specific diseases. 

Financial arrangements between the plans associated with the CHFA and the 
medical staffs including dentists and nurses are such as are mutually agreeable 
both to the professional people involved and to the insurance plan. A wide 
variety of methods of compensation are used. They are not however arbitrarily 
imposed but are rather worked out by consultation and mutual agreement and it 
is doubtful that there is any appreciable dissatisfaction with any of these arrange- 
ments. As for the compensation to hospitals made by cash indemnity insurance 
plans this is provided either through direct payment by the insurance plan to 
the hospital or through the hospital by the subscriber who then files a claim 
with his insurance company. It should however be stressed that professional 
people associated with plans of this sort enjoy a degree of financial security which 
is unique. In practically all cases a guaranteed income is assured to them regard- 
less of the particular methods of payment and in most cases all parties would 
agree that income to professional staffs associated with these plans will compare 
most favorably with what might be earned under other types of practice. 

The relationship between the various plans described in this report and the 
medical profession and hospitals in their communities are, to say the least, not 
uniform. The indemnity plans have on the whole met with little friction or 
hostility but on the contrary with general ready acceptance. One such indemnity 
plan has the approval of the county medical societies in the counties where it 
operates, in accordance with the agreed upon 20 principles adopted by the Amer- 
ican Medical Association after consultation with the Cooperative Health Federa- 
tion of America and other groups of consumers of medical care. As to another 
indemnity plan the doctors and hospitals are now recommending that its group 
insurance be subscribed for by hospital employees. All other indemnity plans 
describe their relationships with doctors and hospitals in their community as 
being good. 

As to one of the outstanding direct-service plans approval has recently been 
given by its local medical society to this plan in accordance with the 20 principles 
and approval by the national AMA is pending. This is especially significant in 
view of the fact that in the past relationships were anything but good and there 
was a period when both doctors and patients associated with this plan were ex- 
cluded from local hospitals until an antitrust suit compelled their admission. 

Another of the direct-service plans owns and operates a hospital staffed by its 
own doctors. This hospital has been recognized by the American Hospital Asso- 
ciation. Nonetheless these staff doctors have been denied admission to the local 
medical society and apparently solely on the ground that this particular local 
medical society refuses to admit any doctors associated with a group-health plan 
which is not sponsored by that medical society. Certain it is that the exclusion 
of these doctors from the medical society has no reference whatsoever to their 
professional competence. In another case despite the fact that an excellent med- 
ical center and hospital, staffed by qualified physicians, is operated by a plan and 
that the facilities of that hospital are needed badly in the community, other 
doctors in the community have never made use of these facilities nor referred pa- 
tients to specialists on the staff of the plan in question. Neither have any of 
the plan’s doctors been admitted to the local medical society. 

As to one of the other plans the doctors have recently been admitted to the 
medical society in their area and to the staffs of various hospitals. This however 
took place significantly quickly after an investigation of possible monopoly prac- 
tices by the Department of Justice. On the other hand one of the clinics and 
hospitals of another of the plans here described is a member of the American and 
State hospital associations and has been designated by the United States Public 
Health Service as an out-patient station, despite the fact that staff doctors have 
been rejected for membership in the county medical society with no reasons given 
for this action. In two other cases virtually the same situation as that just 
described exists. 

In the case of one of the larger plans no difficulty whatsoever is experienced in 
interesting doctors in applying for participation in its medical groups. Indeed 
this plan is pressed with applications from doctors desiring to participate in its 
program. Relationships of this plan with the AMA nationally would seem to be 
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good but its approval by State and county medical societies has been inexplain- 
ably delayed and passed about from hand to hand. On the other hand, there 
are three smaller plans where relationships with the local medical society are very 
good, where all the doctors are admitted to the local medical society and where 
the hospitals are members of the State and National hospital associations. 

Finally as to one of the largest city plans all the doctors on the staff are members 
of the local medical society and all have hospital privileges. It may or may not 
be significant that all the doctors on the staff of this plan have their own private 
practice and work for the plan on a part-time basis only. 


GROWTH AND DEVELOPMENT TRENDS 


Twenty years ago only one consumer-sponsored group health plan was in exist- 
ence and it was only 1 year old. Nearly all of the development in the field of 
consumer-sponsored or public-sponsored health-insurance plans has taken place 
within the past 10 years and by far the greatest increase in the number of people 
covered has taken place within the last 3 years. Ten years ago it is probable 
that not more than 50,000 persons at the very most were insured through demo- 
cratic group health-insurance plans of the type affiliated with the CHFA. Four 
years ago the number probably did not exceed 150,000. Today it is close to 
600,000. The most rapid increase has taken place in the group insurance indem- 
nity plans and that increase is still continuing at a very rapid rate. Taking four 
such plans together they have steadily increased from a figure of 56,900 covered 
individuals in 1945 to 205,300 covered individuals in 1950. 

Six direct-service plans on which accurate figures are available shows 
between 1947 and 195u the increase was from 99,700 to 320,500. 

Some of the direct service plans in the nature of the case, have grown less 
rapidly but one of the large plans believes it is in a position today to increase its 
membership just as rapidly as it is able to add to its physical facilities and to its 
medical staff. This plan has increased the number of individuals covered from 
11,240 in 1947 to 23,965 in 1950. The same general situation exsits with respect 
to another large city plan where the increase has been from 9,000 persons covered 
in 1945 to 20,000 in 1950. 

Of the member organizations of the CHFA one was organized in 1931, eight 
were organized between 1936 and 1944, and nine have been organized since 1944. 

In general it may be said that there has been a constant trend toward extension 
of services. Insurance plans which began with hospitalization insurance only 
have added surgical and medical care insurance in more recent years. Direct 
service plans which in the beginning made exceptions from their coverage have 
gradually reduced the scope of those exceptions and have approached a point of 
providing comprehensive care in all its aspects. The least progress has been 
made in the field of dentistry but within the last vear and a half steps have been 
taken by a number of plans to include dental care. Most of the group health 
plans have been compelled from time to time to change their rates and by and 
large those changes have been upward rather than downward. In general, how- 
ever, they have not risen as rapidly as the general increase in costs of medical 
care, In practically all cases where changes in rates of either insurance plans or 
direct-service plans have taken place they have been first approved by the mem- 
bership. These are democratic organizations. Even in the case of the insurance 
plans as opposed to the direct-service membership plans great effort is made to 
try to achieve a democratic structure of control with the administration in the 
hands of a board of directors chosen either by the persons covered by the plan 
directly or by organizations containing in their membership large numbers of 
covered people. ‘The first method is by far the most common among these plans. 


that 


POPULATION GROUPS COVERED 


Taking the health plans affiliated with the CHFA as a whole it can be said that 
practically every kind of population group is represented among the people 
covered by one plan or another. For example, one of these plans providing 
comprehensive care through voluntary organizations of groups of doctors covers 
almost exclusively employed groups in a very large city. Over 80 percent of such 
groups are today employed by public agencies but increasingly those employed 
privately are being included in the enrollment of this plan. It is also beginning to 
cover such groups as residents of cooperative housing developments and others. 

Another insurance plan, on the other hand, covers mostly groups of rural 
people and particularly those who are organized into farmer cooperative associa- 
tions. This plan also covers members of credit unions and labor unions and is 
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beginning to develop considerable coverage among employees and members of 
rural electric cooperatives. This particular plan has been pioneering in group 
coverage of rural people and now insures upward of 100,000 of such people in one 
State alone. 

One significant plan in a small community of about 5,000 population includes 
in its membership some 70 percent of the population of the entire city. It is 
attempting to develop ways and means of meeting the medical care needs of the 
people of the outlying areas of the rural regions. his plan comments that in all 
probability the other 30 percent of the population of its city lacks sufficient 
income to participate in the plan. One of the large city plans states that it feels 
its services can be afforded by families with incomes of $3,600 per year and above 
but can hardly be generally afforded by those with smaller incomes. 

Of the urban direct-service plans it may be said in general that they are able to 
reach a fair cross section of those urban communities and that they now include 
principally people in the middle-income and upper-lower income groups. On the 
other hand, those plans where all or a considerable portion of the premium is paid 
by employers have proven that large groups of employed workers even in the 
lower income groups can be covered by health-insurance plans of the type herein 
described. Three of the larger plans which are CHFA members are, as a matter 
of fact, providing for the needs of employed groups including those in some of the 
lower paid occupations. 

Of the more rural plans it may be said that generally speaking they cover a 
fair cross section of the population area where they exist. Here, however, there 
is the problem of distance to be traveled to the hospital and the inability up to 
the present time of the plans to solve the admittedly very difficult problem of 
meeting the needs of outlying areas. In addition there are some people in these 
more rural communities who are undoubtedly excluded from these plans because 
of the lack of sufficient income. Up to date it has not been possible for consumer- 
sponsored health insurance plans, none of which of course has received a penny 
directly or indirectly from a Government agency, to provide for the very poor 
sections of the population including those which are actually indigent. There 
does, however, exist the possibility that if public agencies desired to pay a portion 
of the premium for such people in the same manner that employers are now doing 
for many employed groups they too might be covered by plans of this type. 


LIMITING FACTORS IN FURTHER GROWTH 


As to a number of the plans described in this report there appears to be almost 
unlimited opportunity for growth. In the case of two of the plans concentrating 
upon employed group coverage the problem is almost wholly one of interesting 
more such groups, particularly those in a position to negotiate collective-bargaining 
contracts. In another similar case the limiting factor seems to be the lack of 
willingness on the part of other unions to join the plan which they feel might be 
dominated by the very large union which originated it. At another extreme we 
find certain rural cooperative hospitals where the limiting factor seems to be that 
of securing sufficient professional personnel with a local background in that area. 
In the case of a number of the plans, both urban and rural one of the limiting 
factors is the lack of physical facilities. 

With certain notable exceptions it may be said, however, that the most serious 
limiting factor by far is the difficulty of securing professional personnel to ade- 
quately staff the plan. In some cases this is principally due to the location 
of the plan but more especially it is due in many cases, though not in all, to the 
hostility of organized medicine rendering it difficult if not impossible for doctors 
associated with the plans to obtain membership in the local medical society and 
the advantages attendant thereto. Coupled with this is the fact that in some 
20 States there actually are laws on the statute books which prevent groups of 
American citizens from organizing to attempt to solve their problems of medical 
economics. 

There remain two limiting factors which may be generally applicable. One 
is a lack of income on the part of the poorer population groups in the areas served 
by the plan which makes it impossible for them to pay for adequate medical care, 
despite the fact that costs are prepaid and the risks are shared by the group. 
Finally there is the lack of sufficient general education and information among 
the people as to the value of prepayment medical and health insurance. This 
obviously is a long-range problem which should be attacked by all those interested 
in the health of the American people. 
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ADDITIONAL INFORMATION FURNISHED BY THE COOPERATIVE HEALTH FEDERA- 
TION OF AMERICA TO SENATE SUBCOMMITTEE ON HEALTH SUPPLEMENTING 
Report TRANSMITTED DECEMBER 14, 1950 


Question No. 1 


The regular members of Cooperative Health Federation of America and the 
date of their organization are as follows: 


Arrowhead Health Center, Fifty-sixth and Grand Avenue, Duluth 7, Minn. (1948). 

Civic Medical Center, 20 East Jackson Boulevard, Chicago, Ill. (1936). 

Community Health Center, Two Harbors, Minn. (1944). 

Community Hospital-Clinic, Elk City, Okla. (1931). 

Cooperative Health Association, P. O. Box No. 2359, Kansas City 13, Mo. (1945). 

Cooperative Health Association, 1701 Winter Street, Superior, Wis. (1939). 

Group Health Association of Denver, Inc., P. O. Box 131, Denver 1, Colo. (1938). 

Group Health Association, 1127 Pine Street, St. Louis 1, Mo. (1936). 

— Association, Inc., 1025 Vermont Avenue NW., Washington 5, D. C. 
1937). 

Group Health Cooperative of Puget Sound, 201 Securities Building, Seattle 1, 
Wash. (1945). 

Group Health Insurance, Inc., 120 Wall Street, New York 5, N. Y. (1946). 

Group Health Mutual, Inc. (Group Health Association), 180 Snelling Avenue N 
St. Paul E4, Minn. (1939). ‘i 

Hale County Cooperative Hospital, Hale Center, Tex. 

Health Insurance Plan of Greater New York, 425 Avenue of the Americas, New 
York 11, N. Y. (1947). 

Hospital Benefit. Association, 407 Professional Building, Phoenix, Ariz. (1944). 

Labor Health Institute, 1127 Pine Street, St. Louis 1, Mo. (1945). 

Rosebud Community Hospital, Winner, 8. Dak. (1946). 

South Plains Cooperative Hospital, Amherst, Tex. (1946). 


os 


Within the next month we expect to have a pamphlet available giving brief 
sketches of all member plans. We would be glad to furnish this to the committee 
as soon as we have copies if desired. 


Question No. 2 


There follows a list of some 36 plans not members of Cooperative Health Fed- 
eration of America but which are essentially cooperative plans similar in operation 
to members of Cooperative Health Federation of America. In some cases we 
do not have absolutely current information as to their operations or stage of 
development. 


Tri-County Community Hospital Association, Deer Park, Wash. 
Group Health Plan, Woodruf, Wis. 

Fruita Cooperative Hospital, Fruita, Colo. 

Sioux Center Community Hospital and Health Center, Sioux Center, Iowa. 
Trinity Hospital, Little Rock, Ark. 

Stanocola Employees Medical and Hospital Association, Baton Rouge, La. 
MecCulloch-Concho Cooperative Hospital, Inc., Melvin, Tex. 

Centro Asturiano, Tampa, Fla. 

Hinton Community Hospital, Inc., Hinton, Okla. 
Lee Memorial Hospital, Giddings, Tex. 

Plains Memorial Hospital, Dimmitt, Tex. 

People’s Medical Protective Association, Fort Smith, Ark. 

Yolumbia Employees Hospitalization Plan, Inc., Torrance, Calif. 
Valley Health Foundation, Glendale, Calif. 

Co-operators Health Group, San Francisco, Calif. 
Tigerton Hospital Association, Tigerton, Wis. 

Waushara County Cooperative Health Association, Wild Rose, Wis. 
Achenbach Memorial Hospital Association, Hardtner, Kans. 
Cooperative Community Hospital, Crawford, Nebr. 

weer County Health Association, House, N. Mex. 

Northwest Community Hospital Association, Mooreland, Okla. 
Farmers Union Health Association, Salem, Oreg. 

Ravenscroft Cooperative Health Association, Ravenscroft, Tenn. 
Cap-Rock Cooperative Hospital, Lubbock, Tex. 

Fisher County Memorial Hospital, Roby, Tex. 
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Floyd County Cooperative Hospital, Fairfield, Tex. 
Hansford Hospital, Spearman, Tex. 

Karnes County Hospital Association, Karnes City, Tex. 
Martin County Memorial, Stanton, Tex. 

Parmer County Community Hospital, Friona, Tex. 
Complete Service Bureau, San Diego, Calif. 

People’s Hospital, Floydada, Tex. 

West Plains Health Association, Morton, Tex. 

Wolfe City Community Hospital, Wolfe City, Tex. 
Ephrata Community Hospital, Ephrata, Pa. 


Question No. 3 


_ The comprehensive plan which owns its own hospital referred to on page 5 is 
Group Health Cooperative of Puget Sound, Seattle, Wash. 


Question No. 4 


The plan which provides dental care on a fee basis is Group Health Association, 
Washington, D.C. The Committee could get exact details about this matter by 
simply telephoning to Mr. Melvin Dollar, executive director of Group Health 
Association whose telephone number is Executive 8000. However, what they 
have done is to employ a staff of full-time dentists, to urge their members to take 
advantage of the dental program, and to provide well-rounded and complete, 
dental care for such membegs as participants in this part of the plan. However 
these dental services are not covered by the regular dues payments of members 
but are paid for separately, largely on a fee basis though I believe the total service 
would cost much less: than would be the case if each item of the service were pro- 
vided in the ordinary way rather than through the plan. As we understand it, 
the dental plan has been started in this way largely to get experience with respect 
to cost and it is contemplated that as soon as that experience has been accumulated 
dental service may be provided in the comprehensive care provided by the plan 
and covered by the regular dues payments which would of course have to be some- 
what increased under those circumstances, 


Question No. 6 


We are sending you as you requested under this point the reports filed with us 
by Group Health Cooperative of Puget Sound, Labor Health Institute and Health 
Insurance Plan of Greater New York with the exception that we have removed 
from these reports certain financial statistics which the plans in question prefer 
not to have identified publicly. Material from the other plans might be requested 
directly from them but we do not have additional copies of this material and are 
exceedingly loath to part with it in those cases, 

Question No. 6 


Here of course a whole book could be written by each of the major plans and 
only those who have had the intimate experience of administering the plans are 
thoroughly competent to discuss in detail the question of elimination of unsatis- 
factory practices and the strengthening of successful ones. However, one unsatis- 
factory practice which affected at least one plan was that of fixing the rate of dues 
in the bylaws of the organization. This rendered it impossible to make necessary 
adjustments in those rates through action of the board of directors and presented 
therefore difficult problems where the rates were found to be inadequate. In the 
early stages of development of direct service plans there were times when diffi- 
culties arose due to the fact that certain very expensive types of treatment had 
not been listed in the exceptions from comprehensive care. Exceptions have now 
been fairly well standardized and the plans know reasonably well the degree to 
which they need to protect themselves in this respect particularly with regard to 
new enrollees. It should be said in this connection that the larger the plans 
become and the closer they come to enrolling a true cross section of the population, 
the closer they can come to really comprehensive care and the more exceptions 
they can eliminate. This they are all desirous of doing to the greatest possible 
extent consistent with the soundness of their plans. 

There have been cases where proper relationships between the members, the 
board of directors, the lay administration and the staff have not been properly 
understood or worked out in the beginning. Experience has shown what these 
various relationships need to be and problems in this field are much less frequent 
or severe than they used to be. 

Of course the whole question of the costs of services to be rendered could only 
be adequately answered on the basis of experience. Taking the experience of the 
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plans as a whole, however, it is now possible to come pretty close to what costs 
are likely to be for a given program of services in a given type of community and 
under a given plan. 

Some of the direct service plans have found that where their membership fee 
was substantial, let us say as much as $100, certain families who were desirous of 
becoming members lacked the financial means of paying the membership fee 
In some cases installment payments were permitted under these circumstances. 
Other devices were also used. Experience in at least one major plan however 
has shown thata much better method is to organize acredit union of the subscribers 
to the plan from which credit union the amount of the initial fee can be borrowed 
in a businesslike way and the plan can thus receive the membership fee at once 
as soon as new members join. In this case the credit union is acting as a financial 
agent for both the plan and its members but no difficulty has been experienced 
with this type of procedure. 

To answer this question in a really satisfactory way what ought to be done is 
that all plans should be requested to comment with respect to it but this would 
require a considerable amount of time to consummate. We would be glad how- 
ever to undertake it at the committee’s request. 

Question No. 7 

In this question the committee wants to know what the effect of an upward 
adjustment of rates has been upon the retention of members in the two cases where 
financial problems are being confronted by plans. In one of these cases it is im- 
possible to answer the question adequately for the reason that the plan has had 
extreme difficulty due to medical society opposition in obtaining adequate staff 
so that one cannot separate financial factors from other factors affecting the oper- 
ation of the plan. In the other case the increase in rates had no apparent effect 
upon the membership but did give an additional sense of security to the profes- 
sional staff involved. It might be said that as to the experience of plans in gen- 
eral, aside from these two particular cases, it has not been found that where upward 
adjustment in rates was necessary and where this fact was thoroughly explained 
to the membership there has been any adverse effect upon the retention of mem- 
bers or the growth in membership. 


Question No. 8 
Beginning in the middle of page 8 the plan which charges for hospitalization 


and surgical insurance $1.55 monthly for an individual and $4.20 for a family of 
unlimited size, is described as plan H on page 16. The plan description of which 
begins in the last full paragraph on page 8 and continues to the tenth line on 
page 9 is plan C statistics for which were given at the bottom of page 15. 

The plan described on page 9 beginning with the tenth line of that page is 
plan E, statistics for which are given on page 16. The plan described beginning 
in the last paragraph on page 9 and continuing over to the top of page 10 is plan F 
statistics for which are given on page 16. The plan described in the first full 
paragraph on page 11 is plan D on page 16. The plan described on the first full 
paragraph on page 12 is plan G statistics for which are given on page 16. 


Question No. 9 


The plan referred to in the first sentence of the last paragraph on page 10 which 
we said provides medical, surgical, and hospital benefits for $6.50 per month for 
families of unlimited size has actually adjusted its rates to $6.75 rather than $6.50. 
This plan is the Community Health Center, Two Harbors, Minn. It is located 
in a rather poor community from an economic point of view. Its membership 
includes about two-thirds of the population of that smali city. Its medical and 
surgical services are provided ‘‘within the ability of the staff to perform” which 
may have some effect upon the rates charged. Hospitalization is provided up to 
90 days in a calendar year or for any continuous illness or disability. Some charges 
are made such as for private rooms, infant care at $4 per day, the services of an 
anaesthetist at $10 for major surgery and $5 for minor surgery and $1 per X-ray 
film. 


Question No. 10 


In answer to this question I would point out that one plan used to provide 
hospitalization for its members by purchasing Blue Cross insurance for them. 
This plan found however that their members’ use of the hospital and the benefits 
received amounted to less than 50 percent of the cost of the Blue Cross insurance. 
Consequently the plan operates its own hospitalization plan through agreement 
with the hospitals in the community and finds that it saves considerable amount 
of money by so doing. 
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It can further be stated that for two direct service plans which have been 
operating for considerable periods of time and which have good, comprehensive 
programs of care that in one case there is one hospital admission for every 10 
participants per year with an average duration of 5.1 days, whereas in the other 
plan there is one hospital admission for every 11 eligible people with an average 
duration of 8 days per patient. A recent study of Grong Health Cooperative of 
Puget Sound conducted by Dr. Richard Weinerman, former head of the School 
of Public Health of the University of California, developed the following table 
respecting hospital admissions with comments on the part of Dr. Weinerman. 


TABLE 9.— Utilization of services, selected group health plans and general population 
rates, 1950 


| | 
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“Table 9 indicates the generally favorable volume of services rendered by 
Group Health Cooperative of Puget Sound in comparison with other plans of its 
type. Attention is drawn particularly to the relationship between the ample 
rate of clinic calls and the rather low figures for rate of hospitalization and length 
of stay. This, it would seem, reflects the fact that no one profits from hospital- 
ization; and the possibility that a full use of diagnostic aed: therapeutic services 
for the ambulatory patient and an emphasis on care early in the course of illness 
‘pay off’ in a lower amount of hospitalization. This is particularly striking in 
view of the fact that the general population experiences about one hospital day per 
person per year, and that Blue Cross plans (where the pressures all tend toward 
hospitalization of the patient) show rates as high as 1.2 days per person per year. 
The GHC rate is 0.5 days, despite the availability of its own facility. (It must 
be recognized, of course, that an artificial factor tending to limit the hospitalization 
of GHC patients has been the small number of beds available to the medical 
staff.)”’ 

Results of Dr. Weinerman’s study certaialy substantiate the statement made 
in our original report to the effect that where people have prepaid the cost of 
comprehensive medical care either directly or through industrial contracts, they 
are more likely to stay well and avoid the requirement for hospitalization than is 
otherwise the case. 

It should be pointed out that Dr. Weinerman has included statistics for Labor 
Health Institute as well as Group Health Cooperative of Puget Sound. Both of 
these are direct service plans operating on a prepayment basis and comprehensive 
care through their staffs and well equipped clinics. Dr. Weinerman has included 
Trinity Hospital which is not a prepayment plan and which therefore serves to 
further substantiate the truth of the statement made in our original report since 
its rates of utilization are very much higher. 

Dr. Weinerman’s comments on the low figure for rate of hospitalization and 
length of stay with respect to Group Health Cooperative of Puget Sound speak 
for themselves and it should be pointed out are equally applicable with respect to 
Labor Health Institute and we believe for other comparable direct service pre- 
payment plans furnishing comprehensive care. 

The indemnity plans furnished us with hardly any data on the incidence of 
hospitalization to use as a basis for comparison. We hope however this informa- 
tion will be of some help. 


Question No. 11 


Direct service plans provide hospitalization for the following number of days 
as to various plans: 60 days (three plans); 90 days; 180 days; no limit on the 
number of days but member pays for hospitalization at approximately 25 percent 
reduction in rates; no limit on number of days but member pays for hospitalization 
at $2 per day discount under regular rates. 

Indemnity plans provide hospitalization for the following number of days in 
various plans: no hospital proyision (three plans); 30 days; 30 days increasing té 
60 days if not used in any given year; 60 days (two plans). 
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One plan which does not provide hospitalization itself nonetheless requires all 
its subscribers to be covered by hospitalization insurance. It does not however 
require them to have any particular kind excepting that it must be satisfactory 
to the plan. Furthermore among those listed under the direct service plans there 
are two plans which do not provide hospitalization except through an indemnity 
program, 


Question No. 12 


The complaints referred to about abuses in types of health insurance plans other 
than those covered in our report are met with in practically every discussion of 
prepayment health programs. However, an outstanding example of such com- 
plaint is the recent statement of Dr. Paul Hawley, chairman of the national 
enrollment agency for the Blue Cross plan. We are attaching herewith copy of 
the article appearing in the Chicago Daily News written by Mr. Arthur J. Snider 
which quotes Dr. Hawley at length on this subject. 


Question No. 13 


It would be impossible for me to amplify the statement with respect to com- 
plaints made by enrollees of direct service or indemnity plans without making 
further inquiry of the plans. We do know however that practically all plans have 
recognized methods of handling such complaints and actually encourage their 
members to make both suggestions and complaints. 


Question No. 14 


As to plans A and B on page 15, the item ‘‘paid to staff” and the item “physician 
salaries” are part of the cost of the benefits provided by these plans. I am unable 
to understand what is meant by asking whether these payments are to be construed 
as part of the benefits. It certainly would be difficult to give the enrollees in these 
plans any benefits unless there were physicians on the staff to provide them. 
Confusion may arise, however, in the case of both these plans since hospitali- 
zation is covered by group insurance with an indemnity insurance company and 
the ‘‘benefits paid” item principally refers to claims paid to members of these plans 
by the insurance company covering them for hospitalization. 

We do not have figures on expenses of administration for plans Aand B. They 
might be obtained if the committee feels it important to do so. 

he plans referred to under ‘Financial statistics’ are as follows. (In giving 
these names it is necessary to state that they are not for publication without the 
specific permission of the plans in question and this permission has not been 
obtained in any case.) 

Plan A: Arrowhead Health Center. 

Plan B: Community Health Center. 

Plan C: Group Health Mutual. 

Plan D: Group Health Cooperative of Puget Sound. 

Plan E: Group Health Insurance. 

Plan F: Health Insurance Plan of Greater New York. 

Plan G: Labor Health Institute. 

Plan H: Cooperative Health Association, Kansas City. 


Question No. 15 


Health Insurance Plan of Greater New York requires that before a doctor can 
be associated with one of their participating groups he must pass qualifications 
and standards established by a committee of prominent physicians not connected 
with HIP and to the satisfaction of this group. Group Health Insurance of New 
York has a medical advisory committee of doctors not directly connected with 
Group Health Insurance, which committee has established standards for par- 
ticipating physicians. These are the two major cases of a practice of this kind 
of which we have knowledge. 


Question No. 16 


In the case of four of the member plans of CHFA there was no hospital what- 
soever in the community or area before the plan was organized and either built 
or purchased and adapted a building for hospital purposes in that area. In the 
ease of one rural member plan of CHFA, there was nothing approximating 
adequate hospital or clinical facilities in an area covering several counties before 
organization of the plan brought about the construction of a very excellent hos- 
pital and clinic facility. In the case of four urban plans excellent clinic facilities 
have been established in cities where they were badly needed and in one of these 
cases substantial additions to a hospital have been provided. Generally speaking 
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it may be said that the organization of health plans like those affiliated with 
CHFA has the effect of making it possible for the funds of the people of an area 
available for expenditures on health services to be pooled in an orderly fashion 
and thus to make it possible not only to establish physical facilities but, what is 
equally important, to give assurance to physicians that they can depend upon a 
good income if they go to that community to practice. One of the indemnity 
plans associated with CHFA has affiliated with it a membership organization 
whose whole purpose is the spreading of information regarding health education 
and health problems and the developing of functioning group health associations 
which in turn can bring adequate facilities and personnel to shortage areas. 
This is Group Health Mutual of St. Paul and its affiliated organization, Group 
Health Association. 


Question No. 17 


Certainly we did not intend that the material on page 19 in the last paragraph 
should convey the impression that emphasis upon preventive medicine is limited 
to two of the member plans. The fact is that in two of the member plans detailed 
programs of preventive medicine have been put into effect. These are carefully 
planned programs including not only periodic examinations but health education 
on a family basis and a number of other features. In one case the plan is applied 
to the entire membership of the organization and in the other case to a selected 
group. Certainly we would feel that periodic examinations are the first essential 
step in any effective preventive medicine program and as stated in our report 
all plans emphasize and try to bring about the practice of periodic examinations 
among their subscribers. he very basis for an opportunity to practice preventive 
medicine is to be found in a situation where groups of people have already pre- 
paid the cost of continuous medical care. Under these circumstances, and 
probably under these circumstances alone, are people likely in any consistent 
manner to seek or make themselves available for periodic examinations. 

As to the contents of the two more extensive programs of preventive medicine 
to which we made reference, the following can be said. In one case the entire 
staff is now consulting together on the working out the details of a plan which 
will include specific prophylaxis for all members, screening members for specific 
diseases, health education through bulletins, lectures and group and individual 
discussions, and a social service program. The entire staff will cooperate in 
providing all types of examinations and treatments needed by persons in different 
age groups. For each age group a different type of program will be had aimed at 
meeting the particular health problems of the age group. Examinations will be 
geared to these needs as well as vaccinations and health and safety education 
programs. 

In the other program 500 families are involved and all of them will receive 
regular periodic examinations, visits from social case workers, services of nutri- 
tionists and public health nurses. Each family will also receive full benefits of 
dentistry and psychological consultation according to its particular needs. 
Employment problems, recreational interests, and other factors bearing upon full 
health in every sense of that word will be fully considered. 


Question No. 18 


So far as we know none of our direct service plans pay doctors on a fee basis. 
We do know of one attempt made during the last 2 years to solve a problem of 
conflict with local doctors and where the plan agreed to pay on a fee basis for 
services of such doctors in a cooperative hospital. Our latest information is 
however that this program is no longer in effect. The obvious difficulties with the 
use of a fee basis for paying doctors in connection with a direct service plan is that 
it renders it much more difficult to forecast what the cost of the services will be. 
It has a tendency to somewhat discourage ready referrals from one member of the 
staff to another and it leads to less security of income for the doctors. Staff 
relations, furthermore, are likely not to be as good as they are where the staff 
itself decides upon a fair and equitable income relation between the different 
members of the staff and where they work together as a group. 


Question No. 19 


We have recently sent out questionnaires to determine the need for additional 
doctors on the part of member plans of CHFA. Only one such plan has replied 
that it has no present need for additional doctors. All the rest which have replied 
have stated they do have need for additional doctors. This does not mean however 
that these plans are operating without the requisite number of doctors to ade- 
quately care for their subscribers, What it does mean is that the possibility of 
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their increasing their membership is limited due to inadequacy of staff to care for 
an increased patient load. It may further be added that these consumer sponsored 
plans are not willing to hire just any doctor who may come along and offer himself. 
The plans are anxious to provide the highest possible quality care and are there- 
fore somewhat particular with respect to their selection. We do not have enough 
detailed information to furnish the committee the exact number of doctors now 
needed by member plans. We are convinced however that we could place almost 
immediately a score of good doctors providing they were skilled in the particular 
specialties which are needed in the various plans. Furthermore we know of a very 
considerable number of potential voluntary group health plans which have over 
the past several years organized because of the need for facilities, professional 
personnel and generally more adequate care in their areas but which have never 
come to fruition for the single reason that they were unable to find competent 
physicians able and willing to associate themselves with their plans. The prin- 
cipal factor involved in this situation, among others, has unquestionably been the 
opposition of medical societies and the fear of professional ostracism on the part 
of the doctors who have considered such association. 


Question No. 20 

The 600,000 figure for the number of persons insured through plans affiliated 
with CHFA applies only to CHFA member organizations, not to nonmember 
plans. It would not be possible for us without vastly more detailed information 


than our plans have so far furnished to provide the answers to the other questions 
contained in this paragraph. 


Question No. 21 


The approximate number of persons covered on an indemnity basis is 209,000, 
and for direct service plans the number is approximately 389,000 persons. Once 
again however it must be borne in mind that in the case of some of the persons 
subscribing to direct service plans, portions of their health care is provided 
through indemnity insurance carried by their plan on their behalf as previously 
pointed out. This arrangement principally applies to hospitalization. 


Question No. 22 


We have requested specific information on this question from Group Health 
Mutual of St. Paul since we felt it well worth securing as much information on 
their experience of rural group health insurance coverage. Their report did not 
give as much detail as we would like to provide. We will forward this material 
as soon as possible. 


Question No. 23 

In the case of one plan developed as a result of collective bargaining by a large 
urban union the bulk of the members of this plan make weekly wages of less than 
$60. More exact figures are not available in this particular case but it will be 
clear that these are low income people. In the case of another plan the bulk of 
its enrollees up to date constitute city employees practically all of whom are 
included. Their income range is in general reasonably well known. We are sorry 
we do not have specific figures to give you on exact incomes in this connection. 
Rough, factual information like the foregoing is the best that we have and so far 
as we are aware, the best that any of our plans have. 


Ouestion No. 24 


There is enclosed an annotated copy of our report with the names of the members 
referred to written in the margin. Before the committee makes specific reference 
in its report to any of these plans by name we would appreciate your clearing the 
matter with our office. So far as we are aware however there would be no objec- 
tion to your naming specific plans except in the case of the financial statistics 
heretofore referred to. As to these our plans would prefer that they not be speci- 
fied as relating to particular plans unless we get authorization directly from the 
plan. 


OrriciAL CHARGES PATIENTS ABUSE BLUE Cross PLAN 
(By Arthur J. Snider) 


A Chicago executive in the Biue Cross plan says many patients are abusing the 
hospitalization program to the point of fraud. 

And some doctors, wittingly or unwittingly, are abetting the deception by 
admitting patients for laboratory work instead of treatment, by ordering un- 
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nqoaaaery services and by permitting them to remain longer than necessary, he 
adds. 

In brief, Dr. Paul R. Hawley contends, many people are using their hospital 
plan for luxury rather than necessity. 

Even on the excuse that the home is being renovated or that the cook will not 
return for several days, they may ask to remain beyond the time care is necessary, 
he points out. 

“There is a curious defect in public morality that makes it no crime to defraud 
an insurance company,” Dr. Hawley declared in a published statement. 

‘‘Many people who would be horrified at the very thought of taking one penny 
from a fellow man have not the slightest compunction about taking money under 
false pretenses from an insurance company.”’ 

Dr. Hawley, chairman of Health Service, Inc., a nonprofit national enrollment 
agency for the Blue Cross plan, warns doctors they are cutting their own throats 
in sanctioning abuses. 

As services increase, he explains, the cost of the plan to subscribers must go up. 

“The day may come when Blue Cross will be too expensive for poor people,” 
Dr. Hawley says. ‘‘When that day comes there will be compulsory health in- 
surance,” 

He points out that some hospital staffs order “every conceivable laboratory 
test and X-ray from scalp to toes’’ in groping for a clue rather than rely on the 
art of sound physical diagnosis. 

‘‘When a patient carries no insurance and may pay out of his pocket for unneces- 
sary examinations, some degree of caution is usually exercised, but the Blue Cross 
patient is fair game,”’ he adds. 

Blue Cross protects the patient, Dr. Hawley sums up, and it is the doctor who 
must protect Blue Cross. 
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APPENDIX D 


INFORMATION SUBMITTED TO THE SUBCOMMITTEE ON HEALTH OF THE 
SENATE CoMMITTEE oN LABOR AND PuBLic WELFARE BY THE 
INSURANCE COMPANIES 


HEALTH INSURANCE PROVIDED By INSURANCE COMPANIES 


LETTER OF TRANSMITTAL 
Ferruary 5, 1951. 
Dr. Dean A. CLARK, 
Consulting Director, Subcommittee on Health, 
Senate Office Building, Washington, D. C. 


Dear Dr. Crark: Enclosed herewith is the completed final report of the in- 
surance business in response to the outline of requested information which you 
sent me with your letter of October 9, 1950. 

The report is entitled ‘‘Health Insurance Provided by Insurance Companies: 
A study of the protection against hospital, surgical, and medical expense furnished 
through health and accident insurance,” and is submitted on behalf of the follow- 
ing associations of insurance companies: 

American Life Convention 

American Mutual Alliance 

Association of Casualty and Surety Companies 
Bureau of Accident and Health Underwriters 
Health and Accident Underwriters Conference 
Life Insurance Association of America 

Life Insurers Conference 

The enclosed report incorporates the five chapters transmitted to you on De- 
cember 29, with minor changes on several pages; three new chapters; and a num- 
ber of appendices lettered in accordance with the lettering of the items in your 
outline, which is reproduced preceding appendix A. Material in the appendices 
comprises principally details and explanations which were included in the text of 
ooo peamenney reports submitted to you on November 24 and December 13, 
1950. 

In organization, this report departs slightly from the arrangement of the items 
in your outline in order to bring together related material. There changes in 
arrangement can be readily recognized. 

It has been the endeavor of those participating in the preparation of this report 
to make it as comprehensive as possible and to include all obtainable information 
which appeared to be relevant to your study. Within the limited time available 
for the compilation of this material it has not been possible to give the desired 
attention to editorial detail. However, it is hoped that this report will serve its 
purpose in providing material for your study. 

Respectfully submitted on behalf of the seven organizations listed above. 


JoHN H. MILuer. 
FOREWORD 


For most of the last decade public discussion has been in progress on the question 
of how the Nation’s citizens may best meet their hospital and medical bills. This 
discussion has centered around rather definite proposals for compulsory Federal 
health insurance—proposals under which those eligible would receive hospital and 
medical service benefits from the Government in return for Federal payroll taxes. 
Meanwhile, almost unnoticed throughout the discussion, the voluntary health 
insurance movement has been developing. 

Voluntary health insurance embraces many mechanisms—Blue Cross plans, 
Blue Shield plans, the policies of insurance companies, and self-insured plans of 
various types, among others. Collectively, the voluntary health insurance 
movement has been growing at an amazing rate, as increasing millions have turned 
to it as a means of easing the monetary pains of sudden, heavy hospital and doctor’s 
bills. 
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Early in 1950, the Senate in the Eighty-first Congress adopted a resolution, 
Senate Resolution 273, calling for a study of voluntary health insurance. In part, 
this resolution provides— 

“That the Senate Committee on Labor and Public Welfare is hereby authorized 
and directed through the subcommittee on health of the said committee to 
* * * continue its study of the health problems of the Nation and of legislative 
proposals relating thereto which have been referred to the said subcommittee, 
which study shall be primarily concerned with ascertaining the status, methods 
of operation, types, potentialities, and problems of health insurance plans in the 
United States * * * in terms of their bearing on the objectives sought by 
those legislative proposals * * *,” 

Subsequently, the Subcommittee on Health of the Senate Committee on Labor 
and Public Welfare engaged a special staff to make a special study of voluntary 
health insurance pursuant to Senate Resolution 273. hen, in the fall of 1950, 
representatives of the various organizations active in the voluntary movement 
were invited to meet with that staff. As an outgrowth of this meeting, each 
group of organizations was called upon to report on its activities, for the purposes 
of the over-all study, in accordance with an outline of requested information 
distributed by the staff. The present study constitutes the response of the 
insurance business. 

This study, it should be stressed, deals with only one among three broad types 
of health insurance protection furnished by insurance companies. These three 
types are: (1) Insurance under workmen’s compensation laws protecting the 
worker against lost wages and against hospital and medical expenses coming 
from occupational illness or accident; (2) insurance against loss of income arising 
from illness or accident not covered by workmen’s compensation; and (3) insurance 
against hospital, surgical, and general medical expenses not covered by workmen’s 
compensation. The first two of these coverage types are of great importance in 
enabling the American people to meet some of the costs and losses coming from 
sickness and accident. However, as the Senate study was planned to encompass 
only the third type of coverage, this report is almost entirely confined to a con- 
sideration of hospital, surgical, and general medical expense protection. But 
it is important to keep in mind the existence of the two other coverage types. 

Seven associations, each representing insurance companies which offer hospital, 
surgical, and medical insurance, collaborated in the preparation of the present 
report. These associations are the American Life Covention, the American 
Mutual Alliance, the Association of Casualty and Surety Companies, the Bureau 
of Accident and Health Underwriters, the Health and Accident Underwriters 
Conference, the Life Insurance Association of America, and the Life Insurers 
Conference. Information about each of these associations is contained in 
appendix A. 

ogether, the seven associations represent over 200 companies which, collec- 
tively, account for over seven-eighths of the total health and accident business in 
the United States. The information in this study, however, relates to all the 
health and accident insurance in the United States, insofar as possible, including 
that written by carriers not represented by any of the seven associations. 

The material in the present study falls into two broad categories. In the first 
five chapters are contained descriptive and statistical material of a factual nature, 
designed to furnish a clear picture of what insurance companies are doing in the 
field. The concluding three chapters approach the subject on a broader basis, 
considering such topics as just what voluntary health insurance is trying to 
accomplish and why, what it is not trying to accomplish, how the insurance com- 
pany activities compare with those of other voluntary organizations and with pro- 
posed activities under a compulsory system—in short, to analyze and interpret the 
health insurance business of insurance companies, attempting to see beneath the 
facts and figures. 

The appendixes of the report contain detailed statistics and other detailed 
information. The lettering of the appendixes, it may be noted, corresponds to the 
lettering in the outline of information requested by the special staff of the Senate 
subcommittee. That outline is reproduced at the end of the body of this study 
preceding appendix A. 


I. A GENERAL DESCRIPTION OF THE HEALTH INSURANCE ACTIVITIES OF INSURANCE 
COMPANIES 


To grasp the general nature of the health insurance activities of insurance 
companies it should first be realized that various types of company offer various 


brat nateonandliaiee Re 


types 
the | 
benef 
insur 
and } 


Type 
Tr 

tion 
dese! 
He 
othe! 
char 
writi 
healt 
oper 
com) 
expe 
Li 
acci 
busi 
insu’ 

and 
heal 
life- 
and 
insu 
C 


or | 
and 
Ma 

F 
law: 
of 
rest 
of « 
anc 

Cc 
frat 
TOC: 


acc 
7 


visi 
var 
vid 
as ; 
be 


pos 
the 
or 

an 
mt 


HEALTH INSURANCE PLANS IN THE UNITED STATES 79 


types of policy providing various types of benefit, all with origins going back into 
the past. This initial chapter classifies the varying companies, policies, and 
benefits, and in addition briefly considers the resources of companies offering health 
insurance, their relationships with the public, and their relations with doctors 
and hospitals. 


Types of company 


The insurance companies and associations issuing health and accident protec- 
tion include nearly every type of insurance organization. Following is a brief 
description of each type active in the health insurance field. 

Health and accident companies.—A number of companies issue no insurance 
other than health and accident insurance. These companies are generally 
chartered as casualty insurance companies and may or may not have other under- 
writing powers. Most of them conduct their business on the same basis as the 
health and accident branch of a life insurance or casualty company, but others 
operate in a special manner. For example, a number of the health and accident 
companies issue only hospital expense insurance or only hospital and surgical 
expense insurance. 

Life-insurance companies.—Approximately half the individual health and 
accident business and more than 85 percent of the group health and accident 
business is done by life-insurance companies. In all States the charter of a life 
insurance company may authorize the issuance of health and accident policies, 
and each State will license life-insurance companies of other States to conduct 
health and accident business if other legal prerequisites are met. Among the 
life-insurance companies offering health and accident insurance are both stock 
and mutual companies, and each kind of company may utilize the services of 
insurance brokers or may operate entirely through its own agents. 

Casualty companies.—Casualty companies writing one or more types of property 
or liability insurance, such as automobile, workmen’s compensation, and burglary 
and theft insurance may be licensed to write health and accident insurance. 
Many of them are so licensed and do engage in the health and accident business. 

Fire-insurance companies.—During recent years most States have adopted 
laws permitting multiple-line underwriting. Such laws permit the writing 
of all insurance lines other than life insurance by a single corporation. As a 
result of these new laws, many fire-insurance companies, subject to the necessity 
of charter amendment in some cases, may now issue health and accident insur- 
ance, and a number do so. 

Other organizations.—In addition to the types of company mentioned above, 
fraternal societies and organizations known as assessment associations, as recip- 
rocals, as interinsurance exchanges, and as ‘“‘Lloyds’’ also issue health and 
accident insurance. 

Most fraternal societies combine social and fraternal activities with the pro- 
vision of insurance benefits, the relative importance of the two areas of activity 
varying from one society to another. A number of these fraternal societies pro- 
vide, either through the central organization or through local lodges, what is known 
as a sick-benefit fund. The term ‘“‘sickness’’ as used by fraternal societies, it may 
be noted, includes disability arising from accidents as well as from disease. 

Assessment associations are incorporated organizations without capital stock 
possessing the right to assess members, either to a limited or unlimited extent, 
the amount necessary to finance the benefits provided by membership certificates 
or policies. In practice, assessment rights have been seldom used in recent years 
and there has been a trend for assessment associations to be converted into 
mutual-insurance companies. 

Among the assessment organizations writing accident and health insurance is 
a group known as commercial travelers’ insurance organizations. These organiza- 
tions were originally formed for the exclusive purpose of offering accident benefits 
to commercial traveling men. Today, however, most of these organizations issue 
both health and accident insurance—including, in some cases, hospital and sur- 
gical expense insurance—to men in a broad group of occupations. 

The reciprocals, interinsurance exchanges, and Lloyds, which issue health 
and accident insurance, are not corporations, but operate through attorneys in 
fact. In general, they do not account for a significant volume of health insurance 
business. 

Governing bodies and ownership.—While the insuring organizations considered 
above differ widely in character, they do possess a number of common charac- 
teristics. In particular, there is usually a governing body,known as the board of 
directors or board of trustees. In the stock insurance companies,this board is 


84405—51—-pt. 2——-6 








76 HEALTH INSURANCE PLANS IN THE UNITED STATES 


elected by the stockholders, while in the case of mutual insurance companies, 
assessment associations, and fraternal societies, the board is elected by the policy- 
holders or members. 

Concerning ownership, stock insurance companies are of course owned by the 
stockholders. However, most of the assets usually represent reserves on the 
policies or reserves against claims which have been incurred, and thus are funds 
held for the benefit of the policyholders. In the mutual organizations, assessment 


associations, and fraternal societies the corporation is owned by its policyholders 
or members. 


Types of policy 


Before turning to specific consideration of the various primary types of health 
policy offered by insurance companies, it may be well to note briefly the nature 
of the cash indemnity-benefit approach, which is common to all such policies, 
and also two recent methods by which some indemnity contracts have been 
placed on a full-payment basis. 

Cash indemnity benefits——All policies issued by the organizations which are 
the subject of this study provide cash indemnity benefits. They do not offer to 
provide service or supplies. In the past these indemnities have been either on a 
fixed-benefit basis—for example, the payment of a stated amount for each day of 
hospital confinement, without regard to the cost—or on the basis of reimbursement 
up to a maximum limit—for example, the payment of the actual room and board 
charges of a hospital, not to exceed a stated amount for each day for which such 
charges are made. 

Full-payment policies.— More recently some cash indemnity contracts have been 
placed on a full-payment basis, subject to specified time limits and within the 
scope of the coverage provided. This has been done by two different methods. 

In the case of hospital insurance, where the first method is found, some policies 
have been issued which agree to pay the cost of semiprivate room charges, without 
specifying any maximum daily limit, although a limit is set on the number of days 
of hospital confinement for which payment will be made. Also, policies have been 
issued providing for the payment of miscellaneous extra hospital charges without 
limit. 

The other method of providing full-payment benefits is one which has been used 
in connection with surgical expense insurance. In several States surgical plans, 
sponsored by the State medical society, provide for the issuance of insurance—by 
insurance companies or by Blue Shield plans—based on a surgical fee schedule 
approved by the medical society. The physicians electing to participate in these 
plans agree to accept the stated fee as full payment for the operation performed, 
provided the patient’s income does not exceed a specified limit. 

The indemnities paid under these policies may be assigned either to a physician 
or surgeon or to a hospital or other medical facility, so that although the policy 
provides cash benefits, payments can be made directly to the person or institution 
rendering the service. 

Earliest benefit types—The history of health and accident insurance in this 
country begins with the development of insurance against accidents only, early in 
the latter half of the nineteenth century. It was not until after 1890, however, 
that any significant development of insurance against sickness occurred. The 
earliest of the sickness policies provided very limited coverage, being restricted to 
income benefits for loss of time from disability if resulting from one of a list of 
diseases contained in the policy. From this small beginning comprehensive 
weekly indemnity policies developed, providing benefits for virtually all sickness 
as well as for accidental injuries. At present, these income benefits are sometimes 
provided through companion policies, one covering the accident risk, and the other 
covering the health risk, but more often both risks are covered in a single policy. 

In the early 1900’s some companies incorporated additional benefits for surgery 
and for hospital confinement in their policies providing weekly indemnity benefits. 
The hospital benefit took the form of a provision for increasing the weekly benefit 
by 50 percent, or in some cases by 100 percent, during any period of covered 
disability while the insured was in a hospital—subject to a maximum period such 
as 10 weeks during which this extra hospital benefit would be payable in respect to 
any one period of disability. While the extra benefit payable during hospital 
confinement under these early policy forms usually amounted to only a few dollars 
a day, it was an appreciable assistance in days when a desirable private room in a 
hospital could often be obtained for $5 daily or less. 

More recent benefit types—The development of health insurance offered on a 
group basis began about the time of Worid War I with the issuance of policies 
providing weekly benefits during disability. During the 1920’s, the health- 
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insurance business grew steadily, both on the individual and group basis, with the 
principal emphasis on weekly indemnity benefits. In this period the companies 
writing individual policies continued their experiments with extra benefits during 
a confinement and for surgery. 

ith the knowledge gained from these early experiments and stimulated by 
the evident popularity of the Blue Cross movement, which had its origins between 
1929 and 1934, the companies writing individual policies commenced broadening 
their hospital benefits, issuing them alone as well as in connection with weekly 
indemnity benefits. By 1934 the group-writing companies were also issuing 
policies providing hospital expense benefits. About this time, also surgical 
benefits were becoming more common in individual policies and were beginning 
to be offered in group policies. 

Many individual policies offering hospital benefits have, for years, provided 
the same benefits in case the insured is not hospitalized but is under the care of 
anurseinhishome. Asa later development, some companies have also provided 
for the payment of benefits toward meeting the expense of a nurse in the hospital 
in addition to the room and board and other hospital expense benefits. Recently, 
in a few cases nurse expense benefits have been provided in group policies. 

Some of the early individual policies included medical expense benefits pro- 
viding payments on account of the cost of doctors’ calls, and about 1944, these 
benefits began to appear in group policies. 

During the past 5 years the principal developments have been the broadening 
of benefits for hospital, surgical, nurse, and medical expenses. In general the 
maximum amount of benefit available, the periods during which benefits are 
payable, the upper limits on expense reimbursement, and the age limits at issue 
and at renewal have been broadened, while restrictions and limitations in the 
policies have been narrowed, as has the area of excluded occupations. Also, diag- 
nostic benefits have been added as a part of the medical expense insurance line, 
and significant experiments have been made in the coverage of catastrophic losses. 


Methods of operation 


In the broad field of health and accident insurance, various methods of under- 
writing are found as well as various methods of selling and of administration. The 
more important of these varying methods may be noted. 

Underwriting methods.—From an underwriting standpoint, an important dis- 
tinction exists between individual and group insurance. In addition, an inter- 
mediate type has been developed, generally referred to as franchise or employee 
insurance. 

Group insurance is usually issued to an employer, trustee, association, or 
union—designated the policyholder—with individual certificates usually being 
given to the individuals in the group covered by the master policy. As discussed 
further in chapter ITI, there are various arrangements for sharing the cost between 
the individuals insured and the policyholders, ranging from the entire cost being 
met by the individuals to the entire cost being met by the employer or other 
policyholder. In all cases premiums are paid in bulk by the policyholder to the 
insurance company, with the individual’s share of the cost, if any, usually being 
deducted from his pay by the employer on due authorization. Group health 
insurance policies providing hospital, surgical, and medical expense benefits may 
apply solely to the covered employee, or may also apply to his wife and dependent 
children. 

As group health and accident insurance is limited in many States to groups of 
25 or more insured lives, franchise or employee insurance has been developed to 
meet the needs of employees in establishments of less than 25 workers, among its 
other functions. This type of insurance is sold by means of individual policies 
issued to each employee. In such policies the benefits are usually alike for all 
insured persons in the same group, but alternatively they may be determined by 
a classification schedule. Premiums are collected by payroll deduction and 
remitted to the insurance company by the employer who frequently pays a 
part or even all of the premium cost for his employees’ insurance. While fran- 
chise insurance is usually treated as individual insurance for the purposes of 
financial statements and statistical compilations, it is actually more akin to 
group insurance in methods of selling, premium collection, and administration. 

In the case of business issued on an individual basis, a policy is prepared for 
each insured person, who deals with the insurance company in the payment of 
premiums and other transactions. One important type of individual policy is the 
family group policy by means of which the insured may obtain protection not only 
for himself but also for his wife and for his dependent children, usually aged at 
least 14 days or 3 months but not over 18 years. 
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These individual policies, whether covering a single individual or a family 
group, may also be divided as among commercial, industrial, and noncancelable 
policies. Commercial policies, which are most common, are generally issued on 
an annual, semiannual, or quarterly premium basis. 

Industrial policies usually contain benefits similar to those in commercial 
policies, but on the average are issued for smaller amounts, and the premiums are 
paid weekly or monthly, usually through a collector who calls at the home of the 
insured. Industrial health and accident insurance is frequently sold in combina- 
tion with life insurance, either in separate policies or combined in a single policy. 

Noncancelable policies, which are issued by an increasing number of companies, 
correspond to the commercial types except for a guaranty by the company that 
they will be renewed up to a specified termination date or age, subject only to the 
timely payment of-premiums by the insured. 

With respect to the difference between group health insurance and individual 
and family health-insurance policies, perhaps a second and broader look should 
be taken. 

Group health insurance, viewed broadly, may be seen as a way of meeting much 
the same needs that a Government-run social insurance system might meet. 
It is a wholesale, low-cost method of furnishing protection to the broad masses of 
the population. While group insurance benefits are adjusted to the particular 
needs of each group in a way that would not be possible under social insurance, 
they cannot be tailored to meet individual needs as is possible through individual 
contracts. Group insurance, too, like social insurance, features payroll deduc- 
tions and employer contributions, thus making the costs quite within reach of 
even the lowest paid wage earners. Moreover, group insurance like social secu- 
rity, functions best when tied to the employment relationship—only with difficulty 
can either be extended to groups other than employed workers. 

Individual and family health policies, on the other hand, represent something 
extra; something that could not be had through any method of mass coverage. 
A wide variety of attractive contracts is available from which the purchaser can 
make a selection fitting his individual requirements. The business of vending 
such policies is of course a retail one, and hence prices are higher than in the 
wholesale business of group insurance. But, as an offset, individual health 
policies are not encumbered with questions of employment relationship—they are 
purchased by farmers, lawyers, casual workers, clergymen, and others seldom 
reached by group insurance and not covered by social security. 

Methods of selling and of administration—Group insurance is generally sold 
through solicitation of employers by company agents, by salaried home office 
representatives, or by independent insurance brokers. In the field of individual 
insurance, most sales are made by company agents, with a substantial amount of 
the remaining business done by independent insurance brokers. The commercial 
travelers’ insurance associations, which write a considerable number of individual 
policies, do so through direct mail solicitation, through advertising, or through the 
efforts of their own members. Recently, other companies have been organized 
to issue health or accident insurance through direct mail solicitation with few, 
if any, occupational restrictions. There has been a tendency, however, among 
these newer mail-order companies to change to the agency method of selling. 

The underwriting, administration, and claim adjustment in most of these 
companies is handled in the main or home office, although a number of the larger 
companies perform some of these operations in branch or regional offices. Many 
companies make the majority of their claim payments by correspondence while 


others employ field claim representatives who make personal calls on most 
claimants. 


Resources and financial condition 


Most of the life insurance and casualty companies which issue health insurance 
segregate neither their assets nor their surplus account by line or type of insurance. 
Their entire surplus funds stand as a guaranty, in addition to their legal reserves, 
behind all of their contracts. In this connection it is significant to note that 
life-insurance companies have issued nearly two-thirds of the entire volume of 
health-insurance business, and that at the end of 1949, United States life-insurance 
companies, as a whole, held surplus funds amounting to more than $4 billion. 
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Public relationships and representation 


An important fraction of the companies that handle health and accident insur- 
ance—the mutual companies, the fraternal bodies, and the assessment groups— 
are directly controlled by those whom they insure. And in all types of company, 
many persons are chosen as directors not only because of their interest in the 
insurance business but also because of their interest in other facets of our economic 
life and because of their attitude toward the community as public-spirited citizens. 

Moreover, there are various other methods by which all insurance company 
managements are kept aware of the needs, interests, and attitudes of the public. 
For example, insurance companies could have no better means of learning of 
public needs and desires than through their own agency forces. The agents are 
in contact with all economic groups and are not loath to express to their companies 
the needs of their clients. 

Again, probably no other business is more closely supervised by public officials 
than is the insurance business. The insurance commissioners of all States in 
which a company does business have powers of licensing, of visitation, and of 
eliciting information on any phase of a company’s business. These powers are 
vigorously exercised: great control is applied with respect to policy forms, their 
provisions, and the qualification of agents, among other subjects. Also, insurance 
commissioners hold themselves available for the receipt of policyholders’ com- 
plaints against companies. 

From this brief summary it may be seen that there is ample machinery insuring 
that the business of accident and health insurance is conducted in the public 
interest. More information concerning the powers and duties of insurance 
commissioners is contained in appendix A. 

Relations with doctors and hospitals 

As mentioned, insurance companies ordinarily deal directly with their policy- 
holders on a cash basis. However, with the growing development of policies 
offering hospital, surgical, and medical expense benefits, companies, doctors, and 
hospitals have all become increasingly aware of the community of interest which 
exists among them. 

As a consequence of this growing awareness the Health Insurance Council was 
established in 1946 by a group of insurance associations. The council serves 
primarily as a means through which the insurance companies can consult with 
physicians’ committees, representatives of medical societies, and with hospitals 
and their representatives in the development of programs and practices through 
which the companies are enabled to increase their effectiveness in providing 
needed protection against the costs of medical care. Further information con- 
cerning the council and its work is contained in chapter V. 

Chapter V also discusses the work of the life insurance medical research fund, 
which constitutes another link between insurance companies and the health 
professions. 


Il. AN ANALYSIS OF THOSE PROTECTED BY HEALTH-INSURANCE POLICIES 


How many people have health-insurance protection through insurance com- 
panies? How are they divided as between those protected by group insurance 
and those protected by individual and family policies against each of the separate 
risks of hospital expense, surgical expense, and general medical expense? Can 
allowance for duplication be made to take account of persons covered under more 
than one health-insurance contract? ‘To what extent is there a turn-over of indi- 
viduals behind the figures on numbers covered? 

This chapter seeks to answer these questions so far as existing statistics and 
reliable estimates permit. In addition, information is presented to the extent 
possible on the distribution of health-insurance policyholders by age, by sex, and 
by State. Also, some information is given on race and on the economic status of 
policyholders as indicated by data on occupation, industry, and income group. 


Policies and certificates in force 


Table 1, which follows, presents the available data on coverage under group 
and individual policies for hospital-, surgical-, and medical-expense benefits as of 
the end of each of the last 5 years. These figures are not adjusted to allow for 
duplication. Information on the sources of the data used in table 1, and on the 
extent to which estimates are incorporated, is given in appendix B, 
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TABLE 1.—Coverage in the United States through insurance companies for hospital, 
surgical, and medical expense benefits (not adjusted for duplication) 


family policies 





Coverage through group policies | Coverage through individual and 
Sluis SWE R A I SOs ae LT" 
| 


























End of year pea 
Number of 
Number of | Number of iA ; Number of , 
employees |dependents Total policy- dependents Total 
| i | holders 
| 
HOSPITAL EXPENSE BENEFITS 
a eee ee 3, 432, 000 7, 804, 000 (') (1) () 
iiss odes dt waee on anc all ee 5, 342,000 | 11,315, 000 () () 3, 000, 000 
1947__. ‘en wibe epiice< enniaien 7, 110, 000 7, 080, 000 | 14, 190, 000 3, 964, 000 3, 620, 000 7, 584, 000 
1948___. hie \ deeeuhoascaeaedete 7, 902, 000 8, 839, 000 | 16, 741, 000 7, 022, 000 4, 264, 000 11, 286, 000 
RE ESE AS Re 8, 500, 000 9, 197,000 | 17, 697, 000 8, 550, 000 6, 179, 000 14, 729, 000 
— 
SURGICAL EXPENSE BENEFITS 
Se inisinina ahi . j 3, 949, 000 1, 588, 000 5, 537, 000 (*) (4) (‘) 
1946__- 5 eile! / 5, 534, 000 3, 127, 000 8, 661, 000 (‘) (1) 2, 000, 000 
1947____-. eee ....}| 6, 529, 000 4, 574,000 | 11, 103, 000 2, 515, 000 2, 360, 000 4, 875, 000 
1948 __ Ponting bewauecs ; 7, 729, 000 6, 470, 000 | 14, 199, 000 4, 341, 000 2, 603, 000 6, 944, 000 
Ee i scheint 8, 396, 000 7, 194, 000 | 15, 590, 000 5, 359, 000 3, 956, 000 9, 315, 000 
MEDICAL EXPENSE BENEFITS 
i sain ads ert nhn dong ebiiiiredeesegill 335, 152 (4) 335, 152 (4) (4) (4) 
cates isa chdiibiond ipsephcharictiedled tahiti ‘ 494, 000 73, 000 567, 000 () () 300, 000 
Accs de cedakamate beamcoutiones 852, 000 246, 000 1, 098, 000 713, 000 398, 000 1, 111, 000 
Se iataiata exten kediipinetmncbs eee 632, 000 1, 927, 000 1, 421, 000 389, 000 1, 810, 000 
TP ascse 1, 712, 000 1, 024, 000 2, 736, 000 1, 551, COO 789, 000 2, 350, 000 





1 Not available. 


The figures in table 1 speak for themselves, reflecting the very substantial 
progress of the health and accident business over the past half-decade in extending 
its various coverages to increasing millions of persons. 


The problem of duplication 


The figures in table 1 cannot be taken to represent the number of persons pro- 
tected through insurance companies against hospital, surgical, and general medical 
expenses, as an allowance is needed to take account of those protected under two 
or more policies. Not only may a person be protected both under an individual 
policy and a group contract, but it is also possible for a person to have two or more 
individual policies. Again, a person may be protected by an individual or group 
insurance policy and also have additional protection through some organization 
other than an insurance compaay, such as Blue Cross or Blue Shield. 

In general, however, the extent of such duplications is not great. While no 
exact information exists, the Health Insurance Council has given careful study 
to the question of duplicating coverage in connection with its annual reports 
entitled ‘“‘A Survey of Accident and Health Coverage in the United States.” 
This study has resulted in the development of certain reduction factors that are 
discussed in appendix B. 

However, two further points with respect to this questionfof duplication should 
be kept clearly in mind. For one thing, while estimates from different sources as 
to the extent of duplication may vary upward and downward to a degree, the 
range between any reasonable estimates is extremely small in relation to the total 
number of different persons having health-insurance protection. Indeed, the 
additional number of persons acquiring health-insurance protection in any 1 year 
is probably greater than any inaccuracy in estimating the numbers covered 
resulting from incorrect allowance for duplication. 

Secondly, the question of duplication has two dimensions. If duplication is 
small, a larger number of persons have a lesser amount of average protection, 
while if duplication is great, a smaller number of persons have a greater amount of 
average protection, The product of the number of individuals protected mul- 
tiplied by the average extent to which each is protected, remains unchanged. 
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Generaily throughout this report the discussion relates to the protection fur- 
nished by various contracts, without repeated reference being made to the fact 
that a proportion of persons are protected by more than one contract. So, 
wherever appropriate, an upward adjustment in the data given should be made 
mentally to allow for this fact. 


Unduplicated number of individuals protected 


In table 2 net figures are shown for the combined individual and group coverage 
of insurance companies against the risks of hospital expense, surgical expense, 
and medical expense, after the elimination of estimated duplication. Thus, they 
represent the unduplicated number of individuals having each type of protection. 
The figures in table 2 were derived by the Health Insurance Council from the 


data given in table 1, and incorporate the adjustments for duplication developed 
by the council. 


TABLE 2.—Unduplicated number of persons insured exclusively by insurance com- 
panies for hospital, surgical, and medical expense benefits in the United States 
HOSPITAL EXPENSE BENEFITS 


iri < , 
Primary Insured 





End of year | insured a Total 
| persons | dependents 

ae : 10, 548,000 | 10, 275, 000 20, 823, 000 
1948 _. 13, 689, 000 12, 295, 000 25, 984, 000 
1949... 14, 698, 000 13, 271, 000 27, 969, 000 

SURGICAL EXPENSE BENEFITS 
1947... 8, 687, 000 6, 651, 000 15, 338, 000 
1948 _. 11, 203, 000 8, 425, 000 19, 628, 000 
1949 12, 623, 000 10, 072, 000 22, 695, 000 

MEDICAL EXPENSE BENEFITS 
1947 _. 1, 463, 000 606, 000 2, 069, 000 
e...... . 2, 442, 000 902, 000 3, 344, 000 
1949___ : sale alia i 2, 950, 000 1, 569, 000 4, 519, 000 


With respect to table 2 it should be emphasized that the net totals shown 
exclude not only the estimated duplication within the insurance business but also 
the duplication between insurance company coverage and coverage furnished by 
Blue Cross, Blue Shield, and all other plans not operated by insurance companies. 


The movement of persons into and out of health insurance coverage 

In general, it is not possible to determine the number of new persons acquiring 
health insurance protection from insurance companies in any period or to deter- 
mine the number losing such protection. While aggregate new business figures 
are available in the case of group insurance, they relate only to new groups and 
do not include additional persons acquiring protection under existing group con- 
tracts. Moreover, even if figures on this in-and-out movement of persons were 
available, they would be misleading and subject to misinterpretation unless sub- 
jected to an analysis so detailed that, as a practical matter, it could not be made. 

The point involved may best be seen by considering a few examples. Thus, if 
an employee leaves one employer to take a job with another, assuming both 
employers have group health insurance, the statistical effect would be one ‘‘in’’ 
and one “‘out,’’ yet the individual’s protection may have been uninterrupted and 
may have changed in character but little if any. Again, an employer may dis- 
continue one group contract and replace it with another, very likely in order to 
obtain improved benefits for his employees, without their suffering even a tem- 
porary loss of protection. Still again, a child insured as a dependent under a 
family or a group policy may reach the limiting age for such coverage, at which 
time he may purchase a policy of his own or enter an employment in which he may 
have group protection. Similar examples come readily to mind of how a person, 
through his own action or that of his employer or union, might change back or 
forth between protection furnished by an insurance company and protection 
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furnished by some other organization. These examples illustrate how statistical 
“ins”? and ‘outs’? would commonly occur, which would have no substance in 
reality. 

All in all, in view of the extremely rapid expansion of the voluntary health 
insurance movement, it seems likely that most persons, having once acquired 
health insurance protection, are loath to relinquish it. Figures on the net increase 
from year to year in numbers covered are no doubt the best and simplest data for 
judging the growth of health insurance. 


Classification of insured individuals by age 


Because of the underwriting methods and principles employed in group in- 
surance, very little data are recorded in the insurance companies’ offices with 
respect to the individuals insured. Any general information on age distribution 
under group health and accident insurance is therefore lacking. However, group 
insurance underwriting requires that at least 75 percent of the eligible employees 
be covered. Also, the contribution of each employee in the same classification is 
the same regardless of his age. As a result of these characteristics of group 
underwriting and enrollment, it follows that the composition of those covered by 
group insurance in any industry is very similar to the composition of the labor 
force of that industry as a whole. 

In the case of individual policies, the companies generally do record information 
as to the ages or birth dates of insured persons. However, there is usually little 
occasion for developing age classifications. Therefore, information on age of 
policyholders is not available, nor is it obtainable on a comprehensive scale without 
the expenditure of considerable time and effort. Some indications of poliey- 
holders’ ages on the basis of samples, however, are available. 

A recently published report of the Life Insurance Agency Management Associa- 
tion presents an analysis of 9,162 individual accident, health, and hospitalization 
policies issued by 31 companies during September 1949. Since this report deals 
with a group of newly issued policies, and not with a cross section of policies in 
force, the facts developed in the report are not representative of insurance in force. 
However, for certain purposes information on insurance being issued currently 
is actually of more significance than information on insurance in force—a category 
which includes some business issued many years previously under quite different 
conditions. 

Of the 9,162 policies, 2,154 hospital expense policies on adult lives were sepa- 
rately analyzed. While this sample is small, the companies represented in the 
report were widely scattered geographically and included companies of many 
different types, with varying methods of operation. Accordingly, any bias in the 
results is purely accidental, and the data may be accepted as giving some general 
indication of the characteristics of individual hospital expense policies being 
issued at this time. In table 3 the age distribution of the policyholders is compared 
with that of the adult population of the country. 


TABLE 3.—A classification by policyholder’s age! of a group of newly issued individual 
policies providing hospital expense benefits 








Percent of 

Percent of 1940 United 

total policies States po pu- 
Age group issned to lation (ages 18 
“adults or over) in in- 

dicated age 

group 

Under 25_...... ill as a ibe hinel metic chen taigsaiien dheaiegtG iatdilieebiiice ate hte 22 18 
25 to 34 : oa sini able OE ; ine tn ehiniatenssitieataticn 2B 24 
SE kok. Lac atie Laub ekdesdeobeiien osncenbiuknekeank no 18 20 
45 to 54 ket Riedeb cli Scinnscbicky et deeaendlke Jed obulbiaa el 15 | 17 
I II soa teenie uk aati il il al Nie Ai i Oc ie 22 21 
WOM 2 Bs tar See Pee Zs) Si 100 100 





1 Data from Agency Management Association. 


While no data have been found to show the age distribution of the policyholders 
of policies in force providing hospital, surgical, or medical expense benefits, it 
may be of interest to note the results of a sample study conducted during the 
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summer of 1950 with respect to individual and monthly health and accident 
indemnity policies in force in the State of Ohio. This study was made by the 
Health and Accident Underwriters Conference and the Bureau of Accident and 
Health Underwriters, at the request of the Disability Unemployment Insurance 
Commission of Ohio, and was based upon sample data furnished by 16 companies 
doing substantial business in that State. The study, it should be emphasized, 
deals with policies in force at the end of 1949, rather than with new policies issued, 
as in the case of the Agency Management Association’s study. The Ohio study 
also dealt with weekly indemnity benefits, which frequently are terminated at 
some specified maximum age, in contrast with hospital policies which more often 
are renewable without age limit. The percentage distribution of policyholders 
by their attained ages, based on a sample of 175,565 policies, is given in table 4. 


TaBLE 4.—A classification by attained age of policyholder of a group of individua’ 
health and accident policies in force in Ohio providing weekly or monthly benefits for 
loss of time } 


Percentage of total policyholders Percentage of 
1940 
| United States 
- | population, 
Age group o i ts : . = . a 
f ry v<« | TY ctr A cet iva 
} Gommmeresy | eenaustial, | otal | “over in 
Sa = indicated 
| age group 
Under 25._... | 5 | 14 9 18 
25 to 39 27 35 3) 34 
40 to 54 Ey eo 44 | 39 12 27 
55 and over Wolo. | 24 | 12 . 21 
Total «ics. , 100 | 100 100 109 


| Data from Ohio survey as explained in text. 

2 Companies writing commercial policies primarily. 

? Companies writing industrial policies primarily 

4 Weighted average—55 percent commercial, 45 percent industrial, based on estimated distribution of 
policies in force on Ohio residents, 


Classification by sex 


In the case of group insurance, about 48 percent of the adults insured for hospi- 
talization benefits, about 45 percent of the adults insured for surgical benefits, and 
about 40 percent of the adults insured for medical expense benefits are females. 
This estimate, as of the end of 1949, combines separate estimates with respect to 
primary and dependents coverage, as explained in appendix B. Concerning 
children insured as dependents, it may be assumed that the sex distribution cor- 
responds to the sex distribution of dependent children in the general population. 

In the case of individual insurance, the Agency Management Association’s 
study indicated that 54 percent of the adults covered for hospital benefits were 
males and 46 percent females. In the Ohio survey the sex distribution was 65 
percent male and 35 percent female. The Ohio survey, however, related to 
insurance against loss of time or income, which is sold mainly to employed indi- 
viduals, and hence would naturally reflect a lower female percentage. 


Classification by Racial Groups 


In group insurance it can be assumed that the various racial groups are repre- 
sented in the same proportion as they are represented in the labor force of any 
given industry. However, information as to race or racial extraction is not 
obtained by most companies, and consequently no analysis of policyholders by 
race is known to have been made. 


Distribution by States 


In connection with the group insurance survey by the Life Insurance Association 
and the survey of individual policies by the Chamber of Commerce of the United 
States, questionnaires were sent out early in 1950 to the leading group-writing 
companies and to all companies writing individual insurance, requesting an 
analysis of the policies in force by states. The estimates of net coverage based 
on the completed questionnaires received from the companies are shown in table 
5. In view of the smallness of the sample available for this purpose in the case 
of the data on individual policies and certain problems concerning the group data, 
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these figures for individual States should be accepted as approximations only. 
Details on the manner in which table 5 was derived are contained in appendix B. 

In general, table 5 illustrates the broad, Nation-wide health insurance pro- 
tection furnished by insurance companies to the American people. 


TaBLE 5.—Persons covered against hospital,"surgical, and medical expense by 
insurance companies exclusively as of Dec. 31, 1949} 





Number of primary insured persons Number of insured dependents 























State 
Hospital Surgical Medical Hospital Surgical Medical 
expense expense expense expense expense expense 

I a a 200, 000 162, 000 16, 000 148, 000 135, 000 14, 000 
Arizona___- has Bie 32, 000 24, 000 7,000 18, 000 16, 000 4, 000 
NE 85, 000 67, 000 12, 000 54, 000 50, 000 6, 000 
California______- SM IL 866, 000 823, 000 309, 000 613, 000 671, 000 85, 000 
Colorado ee ; ‘ 112, 000 84, 000 14, 000 70, 000 55, 000 8, 000 
Connecticut. ___- eee 245, 000 248, 000 46, 000 251, 000 134, 000 21, 000 
Delaware.__...._- ss eiseabass 20, 000 13, 000 3, 000 9, 000 4, 000 2, 000 
District of Columbia sce 134, 000 91, 000 16, 000 81, 000 47, 000 9, 000 
wus a ool 226, 000 203, 000 52, 000 247, 000 228, 000 88, 000 
Georgia_____- at 321, 000 258, 000 85, 000 317, 000 265, 000 29, 000 
BOD ae en ok ea cases = 33, 000 28, 000 9, 000 26, 000 24, 000 5, 000 
Illinois Bes ecasiedheial 1,617,000 | 1, 166, 000 157,000 | 1,614, 000 935, 000 65, 000 
Indiana______- hata 50 641, 000 504, 000 68, 000 543, 000 468, 000 60, 000 
Sain i Se saa 255, 000 223, 000 64, 000 231, 000 218, 000 36, 000 
Ee nig 122, 000 88, 000 22, 000 100, 000 89, 000 15, 000 
Kentucky _ __- nickel 190, 000 183, 000 26, 000 161, 000 135, 000 14, 000 
Louisiana ao ea 179, 000 155, 000 26, 000 156, 000 145, 000 20, 000 
RS Ss ena ok ; 68, 000 55, 000 15, 000 90, 000 42, 000 5, 000 
Maryland eke abi ‘ 260, 000 202, 000 25, 000 206, 000 133, 000 19, 000 
Massachusetts______ se es 475, ©00 485, 000 164, 000 341, 000 285, 000 54, 000 
Michigan Sachin 890, 009 728, 000 175, 000 767, 000 688, 000 126, 000 
Minnesota ______ hate ae 202, 000 175, 000 56, 000 207, 000 153, 000 37, 000 
Mississippi - - - - - Bees or 80, 000 70, 000 8, 000 72, 000 62, 000 5, 000 
Missouri______- ee 375, 000 252, 000 89, 000 260, 000 190, 000 38, 000 
Montana_____ ae a 29, 000 23, 000 7,000 19, 000 16, 000 3, 000 
Nebraska. -___-- ae 117, 000 101, 000 29, 000 86, 000 74, 000 13, 000 
Nevada.._____. ; eS 8, 000 6, 000 3, 000 5, 000 4, 000 1, 000 
New Hampshire. __- aM 45, 000 43, 000 19, 000 36, 000 22, 000 6, 000 
New Jersey_._. piece 405, 000 414, 000 144, 000 7, 000 227, 000 87, 000 
New Mexico___ weeganlen 43, 000 37, 000 10, 000 51, 000 27, 000 8, 000 
New York__. Sdwondnnmpel pee. DS 378,000 | 1,029, 000 717, 000 182, 000 
North Carolina. ........._...- 383, 000 367, 000 34, 000 395, 000 382, 000 30, 000 
North Dakota. __- eee 33, 000 24, 000 12, 000 18, 000 19, 000 5, 000 
Ohio ncaa asennad .----} 1,117,000 7, 000 186, 000 1, 002, 000 517, 000 44, 000 
NN = Se 209, 000 173, 000 19, 000 178, 000 172, 000 21, 000 
ONIN a Ss bet ei | 94, 000 76, 000 21, 000 62, 000 50, 000 10, 000 
Pennsylvania_______ 990, 000 866, 000 178, 000 940, 000 610, 000 91, 000 
Rhode re 18, 000 89, 000 34, 000 12, 000 16, 000 2, 000 
South Carolina_____- 188, 000 177, 000 39, 000 209, 000 216, 000 31, 000 
South Dakota 36, 000 28, 000 9, 000 22, 000 16, 000 5, 000 
Tennessee 243, 000 215, 000 38, 000 225, 000 75, 000 30, 000 
Texas 889, 000 706, 000 7, 000 790, 000 599, 000 53, 000 
Utah E22. 67, 000 61, 000 22, 000 58, 000 63, 000 12, 000 
Vermont 30, 000 26, 000 8, 000 38, 000 21, 000 2, 000 
Virginia _____- 340, 000 288, 000 74, 000 319, 000 280, 000 72, 000 
Washington 150, 000 132, 000 35, 000 106, 000 91, 000 17, 000 
West Virginia 209, 000 177, 000 43, 000 213, 000 186, 000 39, 000 
Wisconsin - - . 271, 000 252, 000 49, 000 471, 000 386, 000 36, 000 
Wyoming.___- 19, 000 | 17, 000 8, 000 18, 000 14, 000 4, 000 

Total__.___.._..........] 14,698,000 | 12, 623, 000 2, 950,000 | 13, 271,000 | 10,072, 000 1, 569, 000 














1 These figures represent estimates of the numbers covered exclusively by insurance company policies. 
Those having both insurance company coverage and Blue Cross, Blue Shield, or any other type of non- 
Insurance-company coverage are excluded. 
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Classification by economic status of insured persons 


The sample study of hospital expense policies by the Agency Management 
Association, which was previously mentioned, included analyses in terms of the 

policyholder’s occupation and in terms of the type of business in which he was 
Gaaiewad: The distributions shown by these analyses are given in tables 6 and 7, 
respectively, in comparison with the corresponding distribution of the total 
population in 1940. 


TABLE 6,—Analysis of individual hospital expense policies by the policyholder’s 
occupation at time of issuance 














Men Women 
| 
Occupational group Percentage | Percentageof| Percentage | Percentage of 
of total |United States} of total |United States 
policy- population, policy- population, 
holders! | 1940 2 holders ! 1940 2 
Professional workers __.__..___... a ae te 2 ve 6 3 6 3 
Semiprofessional workers___.__...............--]} 2) 1 + + 
Farm proprietors and managers. ____- iN 3 | 12 + | + 
All other proprietors, managers, executives... 17 | s 3 1 
NO oe canencace Se 2 1 
0 ae eee 5 | 5 15 6 
eB 3 | 2 4 2 
oe » | 5 | 3 7 + 
Craftsmen, foremen.--......--......-- 14 | 12 1 + 
Operatives teas 11 15 4 5 
Service workers (protective, domestic, Me sce 5 | 5 10 8 
| ea 11 | 6 + 1 
Otmet Miboree..........-..........2. oon 3 | 7 + + 
II dd Ns oe a cee ane ‘ 
a elec 6 | 7 3 7 
Sr ne ew Bn ccgcute oe | aes 47 64 
Not gainfully employed 2 eld 4 | 13 : 3 
I aR ans eke ivtn ds waits taiwan 3 | 1 3 + 
Total pikes Dicioneee 100 | 100 100 100 


1 Data from Agency EE Association. 
2 Derived from the Statistical Abstract of the United States. 


In table 6 a difference in the classification of farm proprietors and farm laborers 
appears to be involved. Any comparison here should probably be based on the 
combined figures, which would indicate that farmers and farm laborers comprising 
18 percent of the male population purchased 14 percent of the hospita! policies 
bought. This evidence does not support the frequent assertion that health insur- 
ance is largely lacking in rural areas. 

True, the figures indicate farmers and farm workers do not purchase policies to 
quite the same extent as do various other occupational groups in the population, 
but here account must be taken of the fact that the nature of one’s occupation 
and of his mode of living has a decided bearing on his health protection needs. 
Thus, many farmers enjoy more real security than does the employed person 
living on a hand-to-mouth basis. Generally he does not depend wholly on his 
cash income. His home is usually larger and his family more cohesive than 
that of the city dweller. As a result, when sickness strikes, his normal income 
does not immediately dry up. There is usually someone in the home to provide 
needed bedside care so that hospitalization or attendance by a nurse is less likely 
to be needed. The greater spirit of neighborliness often found in rural regions is 
another resource. 
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TABLE 7.—Analysis of newly issued individual hospital expense policies by industry 
classification of policyholder 














Men Women 
Industry classification Percentage | Percentageof| Percentage | Percentage of 
of total United States of total |United States 
policy- population, policy- population, 
holders ! 1940 3 holders ! 1940 3 
Ban ee ie et Te me pa I ccrelendadiarabaabetee 
j 

CII cic ieee ie nl 5 3 3 | 1 
Professional and related service._______.___._- 5 3 9 4 
Agriculture, forestry, and fishing..._._.-..._. 14 19 + 1 
Mining ._._...... a eee 3 2 + + 
RNIN re eo = ero Ver aa ee 9 5 + + 
Manufacturing. .._.......-...... ER DEA ul 19 4 5 

Transportation, communication, other public 
IIE arc 6 vcinrenticpeeiicecencael aie ah Akl. cace 5 7 1 1 
Wholesale and retail trade....._._.............. 23 | 13 15 5 
Finance, insurance, and real estate............. 2 | 2 2 1 
Business and repair service..................... 4) 2 + + 
MON PIN eS 3 | 3 | 6 7 
Amusement, recreation._.________.__- pein ee 1 1 | + = 
Not gainfully employed_........._..........._- 10 | 20 | 53 74 
Unknown. -____- cakes labinblbes capa ieauamas 7 | 1 7 i 
Ih a oe ee dee coe aa 100 | 100 | 100 100 

j ! 








1 Data from Agency Management Association. 
2 Derived from the Statistical Abstract of the United States. 


The previously mentioned Ohio survey dia not contain an occupational analysis, 
but it did contain an analysis of the policyholder’s employment category, at the 
time of application. The summary of this analysis, based on a sample of 73,013 
policies, is given as table 8. 


TABLE 8.—Analysis of individual accident and health policies in force in Ohio 
providing weekly or monthly loss of time benefits by policyholder’s employment 
category at time of application ! 

















Percentage of total policyholders 
Policyholder’s employment category at time of application | e 
Commercial | Industrial | motays 
companies? | companies * | 
dara tcaleine tates | ies " pibcniied 
Salaried____. ; 223 BER ERE 2 1s cgip | 21 28 24 
Other than salaried (hourly rate, piece work, etc.) ._......._-.} 42 | 62 | 51 
Self-employed ie ot cheap aiads pines tcko ka tein nit | 37 9 | 25 
pene. i Se eed tee oe ke a 100 | 100 | 100 
j ' 





! Data from Ohio survey. 

? Companies writing commercial policies primarily. 

3 Companies writing industrial policies primarily. 

4 Weighted average—55 percent commercial, 45 percent industrial, based on estimated distribution of 
policies in force on Ohio residents. 


The insurance companies in their individual application forms do not generally 
ask anything about the income of the applicant, except with respect to policies 
which provide weekly loss-of-time benefits, in which case they may ask if all 
weekly indemnities exceed some stated percentage of earned income. Further- 
more, it is difficult to obtain accurate information or estimates on earnings from 
other sources. 

However, the Agency Management Association’s study did include a classifica- 
tion by income groups based upon such estimates as the companies were able to 
furnish with their sample data. This analysis is summarized in table 9 in com- 
parison with an analysis of the distribution of spending units in 1949 compiled 
by the Federal Reserve Board in its Survey of Consumer Finances. 
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TABLE 9.—Analysis of a group of newly issued individual hospital expense policies 
by policyholder’s income group 


Percentages of total policyholders ! Percentage 
Se See Sees Nae nse ey distribution 
Policyholder’s incame of spending 
y cee Group units in the 
| Men Women Total United 


| 
| | 


States, 19492 


Under $3,000 


| 
f all 26 71 36 54 
$3,000 to $3,999. ....._..........-- ay 31 | 21 29 19 
$4,000. and over.....-..........-.. a eee ee eat 43 » 35 27 
Total... -- ee easy ; oaaal 100 100 100 100 


1 Data from Agency Management Association. 
? Data from Survey of Consumer Finances. 


The Ohio survey referred to above also included an analysis according to the 
policyholder’s annual income at the time of his application. The results of this 
analysis, based on a sample of 80,110 policies, are shown in table 10 in comparison 


with the distribution of spending units according to the Survey of Consumer 
Finances. 


TABLE 10.—Analysis of a group of individual accident and health policies in force 
in Ohio providing weekly or monthly loss of time benefits by policyholder’s income 
group at time of application 


Percentage of total policyholders ! Percentage 
. . ’ re iescmenneemmtie Reise sien kro Sea distribution 
Policyholder’s income group at time of | l of spending 
yphicatio . . ‘ its i > 
application | Commercial | Industrial | >, units in the 
oe : Total 4 United 
companies ? | companies ’ 


States, 1949 5 


Under $3,000 





pubods tate damnecees tle’: ae 34 65 48 54 
$3,000 to $4,999. _ __- to 42 29 36 30 
$5,000 and over__.....- 24 | 6 16 16 

Re ead 5 = dat onncete oe ban hic ais 100 100 | 100 100 





1 Data from Ohio Survey. 
2 Companies writing commercial policies primarily. 
§ Companies writing industrial policies primarily. 


‘ Weighted average: 55 percent commercial, 45 percent industrial, based on estimated distribution of 
policies in force on Ohio residents. 


§ Data from Survey of Consumer Finances. 


Ill, HEALTH INSURANCE POLICIES: BENEFITS AND PREMIUMS 


In this chapter the health policies offered by insurance companies are scruti- 
nized. Particular attention is given to the benefits of the various types of group 
and individual policies, and note is also taken of the relationship between the 
indemnity benefits provided and the corresponding health bills on account of which 
the benefits are paid. Also, the premium rates accompanying the varying sets of 
benefit provisions are indicated, so far as possible, and trends in benefits and pre- 
miums over the past decade are noted. 


Hospital expense benefits 


To begin with hospital expense benefits, the differing provisions of group and 
of individual policies may be considered. 

Group policies—The typical policy of group hospital expense insurance cur- 
rently issued provides a daily benefit for room and board charges during hospital 
confinement and a lump-sum benefit, as it were, corresponding to all other hospital 
charges such as those for operating room, anesthesia, laboratory and X-ray exami- 
nations, and special medicines; the lump-sum benefit being subject, usually, to a 
stated maximum for all such miscellaneous charges. The daily benefit may be on 
a reimbursement basis, in which case the policy provides for payment of the actual 
room and board charges up to a stated maximum daily rate, or it may be on a fixed 
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benefit basis, in which case the policy provides for payment of the stipulated daily 
amount regardless of whether the actual charges are more or less. 

As a rule, the benefits are payable if the patient remains in the hospital for at 
least 18 hours. In surgical or emergency cases, however, this requirement of a 
minimum stay is generally waived. Alternatively, some companies cover all 
cases that result in a charge for room and board, without regard to any minimum 
length of stay. 

In the earlier policies payment was usually made for each day of hospital 
confinement up to a limit of 21 days. The tendency has been toward longer limit 
periods so that, by the end of 1949, 75 percent of the persons protected under 
group hospital expense policies were subject to a 31-day limit, 22 percent to a 
70-day limit, and the remaining 3 percent to other limits running up to 180 days 
or even longer. The distribution of new business in 1949 would show a consider- 
ably larger percentage of coverage at the longer limits. Policies may now be 
obtained providing practically any desired limit on the duration of benefits. 

Daily hospital benefits vary from $3 to $15 or even higher. Some policies have 
been issued providing for full payment of established charges for a semiprivate 
hospital room. Average daily rates determined from the survey of group in- 
surance conducted by the Life Insurance Association of America are shown below 
for 1946 and 1949, the earliest and latest years for which these data are available. 
The average benefits in policies recently issued are considerably higher, the figures 
shown below being based on all business in force. 


TABLE 11.—Average daily benefit for room and board charges in group hospital 
expense insurance in force 


End of year | 





WR nk 7 Se Be $4.78 
eee ee ee ete Soy 5.93 





Practically all hospital charges other than for room and board are paid for up 
to the maximum limit of reimbursement. The costs of special nursing and physi- 
cians’ services are not usually considered to be hospital charges and, hence, are 
not covered by hospital expense insurance. The limit of payment on these extra 
expenses is generally expressed as a multiple—such as 5, 10, 20, 31, or higher— 
of the daily hospital benefit. The typical limit in policies in force is 10 times the 
daily benefit. However, some policies have been issued with much larger limits 
and even with unlimited reimbursement of these extra expenses. 

Hospital expense policies may be issued to cover the employee only or also to 
cover his wife and his children between the ages of 14 days and 19 years. 

Maternity benefits are included in about 93 percent of the certificates covering 
employees and ia about 83 percent of the certificates covering dependent wives, 
based on insurance in force at the end of 1949. The two most common plans of 
maternity coverage provides, respectively, (1) a 14-day limit on payment for 
room and board charges plus the allowance for extra charges and (2) an over-all 
limit equal to 10 times the daily hospital benefit. 

Individual policies—Under individual insurance the same benefit provisions 
can be obtained as under group insurance except that, in some States, children 
over 18 years of age may not be covered as dependents because of the restrictions 
written into the State’s enabling act. Individual policies are available providing 
a daily benefit ranging from about $3 to as high as $22. The maximum limit 
available for dependents is, in some cases, lower than that for personal coverage. 
The average daily benefit being sold currently through individual policies is be- 
tween $6 and $7 for personal coverage, and between $5 and $6 for dependents. 

The maximum time limit for which payment will be made on account of room 
and board charges varies among individual policies from 10 days to 365 days. 
The most popular benefit duration currently issued appears to be 90 days. Ap- 
proximately two-thirds of the companies provide benefit limits of from 60 to 100 
days, with the remainder about evenly divided between limits of less than 60 
days and limits of more than 100 days. 

A few companies offer reduced benefits, usually at one-half the normal rate, for 
hospitalization extending beyond the period for which full benefits are paid. 
The average supplementary duration limit at reduced benefits is about 85 days. 

Miscellaneous hospital expenses are usually?paid up to a specified limit, nor- 
mally ranging between $15 and $150, with some companies going as high as $900. 
Several companies, however, pay miscellaneous hospital charges without limit. 
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One company pays half of the first $100 of such expense, and all of the excess. 
Another pays all of the first $100 and three-fourths of the next $1,000. A further 
variation is the payment of 50 percent of the charges for medicines, drugs, and 
X-rays, and 100 percent of all other miscellaneous expenses. The average limit 
on miscellaneous expenses is approximately $70 for personal coverage and $65 for 
dependents. 

In about three-fourths of the policy forms currently sold, maternity coverage 
is granted to adult females. Generally, maternity benefits are limited to 10 times 
the daily hospital rate or to a flat figure such as $50 or $100. 

In addition to the individual and family policies described above, which 
correspond to the usual group insurance benefits, many variations of these benefits 
are available in individual policies. A few policies provide benefits for room and 
board charges only, without any payments for miscellaneous hospital expenses. 
Another type of policy provides for reimbursement of hospital, surgical, and 
medical expenses subject to a deductible limit and an aggregate limit on all such 
expense without any separate limit on hospital expenses. Many policies pri- 
marily providing weekly indemnity benefits for loss of time during disability 
grant additional benefit payments in case of hospital confinement. These may 
be either at a per diem rate or at a weekly rate, usually 50 percent or 100 percent 
of the weekly indemnity provided in the policy. Hospital expense benefits are 
also sometimes provided by riders to weekly indemnity policies. Such riders 
may provide hospital benefits to the insured person only or may cover his family 
dependents as well. 


Surgical expense benefits 


Group policies—Group surgical expense insurance, which is usually purchased 
in conjunction with hospital expense insurance, provides for the payment of bene- 
fits in the event of surgical operations in accordance with a fee schedule which lists 
maximum reimbursement for specified operations. The usual surgical schedule 
includes all but very infrequent operations, while for unlisted operations the 
policy generally states that the insurance company will pay an amount consistent 
with the fees for listed operations. 

Surgical schedules are generally referred to by the maximum payment provided 
for any one operation, most frequently $150 or $200, although schedules sometimes 
go as high as $500. The typical group surgical expense schedule currently issued 
provides a top limit of $200. Examples of reimbursement allowed under this 
schedule are $100 for an appendectomy or a single herniotomy, $200 for removal 
of a kidney or removal of a brain tumor, $50 for an internal hemorrhoidectomy, 
and $30 for a tonsillectomy. Prior to 1949 the schedule most frequently used 
provided a top limit of $150, with $100 for an appendectomy, $50 for a single 
herniotomy, $150 for removal of a kidney or a brain tumor, $25 for an internal 
hemorrhoidectomy, and $25 for a tonsillectomy. The schedules with the $150 
or $200 maximum limits are usually referred to as standard schedules. Most 
companies will issue multiples of the standard schedules, within certain limits. 

Average top limits, for the most part based on schedules in proportion to the 
$150 schedule described above, are shown in table 12 for 1946 and 1949. These 
averages were determined from the survey of group insurance conducted by the 
Life Insurance Association of America. The average benefits on policies recently 
issued are considerably higher, the figures shown below being based on all business 
in force. 


TABLE 12.—Average maximum benefit in group surgical expense schedules in force 


End of year— | Employees | Dependents 


Sad wanhdeieseseaae Cp detenp batons dards at ae ee te $147 $122 
Pe ahaa pete hedthinendapanksons caacsesgecndak . Keke eseeSeidgcae sone 157 148 


Benefits for obstetrics are usually optional in group surgical expense insurance. 
At the end of 1949 such benefits were included in approximately 94 percent of the 
certificates covering employees and in approximately 81 percent of the certificates 
covering dependent wives. The usual benefit for normal childbirth is $50, with 
higher amounts often payable in the case of caesarean deliveries or other 
complications. 

As indicated, policies provide for payment of the surgeon’s fees up to the limits 
stated in the schedule for the operation performed, with the surgeon free to charge 
larger amounts if he desires to do so. However, under plans sponsored by physi- 








90 HEALTH INSURANCE PLANS IN THE UNITED STATES 


cians in Wisconsin, Rhode Island, Maine, and Tennessee, a great many of the 
physicians in those States have agreed to accept the fees appearing in approved 
schedules as full payment in the case of patients whose incomes do not exceed a 
specified limit. The family income limits for full payment are $3,600 in Wisconsin, 
$3,600 in Rhode Island,! $3,000 in Maine, and $3,600 in Tennessee. 

Individual policies.—In individual policies surgical benefits are generally quite 
similar to those described above for group insurance. Obstetrical benefits are 
contained in about a third of the individual policy forms being currently issued. 
The maximum surgical benefit in policies currently being purchased ranges from 
$100 to $500 for insured persons and to $300 for dependents, the average being 
approximately $160 for personal coverage and $150 for dependents. The corre- 
sponding average benefit for an appendectomy is somewhat over $100, with the 
range of benefits for this operation extending from $50 to $400. The average 
benefit for a tonsillectomy is somewhat over $30. As stated above in connection 
with hospital expense insurance, some individual policies provide for reimburse- 
ment of hospital, surgical, and medical expenses combined up to a stated blanket 
limit without the use of a fee schedule. 

Surgical expense benefits are available in individual or family group policies 
providing these benefits alone or in conjunction with hospital or medical expense 
benefits. These benefits are also often included in weekly indemnity policies or 
added to such policies by rider. 


Medical expense insurance 





Group policies—Group medical expense insurance provides, in its broadest 
form, for the payment of doctors’ bills other than those covered by surgical 
expense insurance. The so-called comprehensive form of group medical expense 
insurance provides a payment for each visit by the doctor regardless of whether 
the patient is disabled. The usual benefits are $2 for each office visit and ‘$3 for 
each home or hospital visit, or, alternatively, $3 for office visits and $5 for home 
and hospital visits. Payments are usually limited to not more than one call per 
day with an aggregate limit on the number of calls within any 12-month period. 
Often the first few calls are excluded if the treatment is for sickness. 

Another type, called the total disability plan, provides similar benefits as; he 
comprehensive form, except that payment is only made during periods of dis- 
ability which renders the individual unable to work. Under this plan there may 
be a limit on the number of doctors’ visits for which payment will be made during 
any one continuous period of disability. 

The in-hospital plan pays for doctors’ visits only while the patient is in the 
hospital for treatment other than surgery. 

Dependents may be covered under either the first or third plans listed above, 
but they are generally not eligible for the total disability plan because of the 
difficulty in defining or establishing total disability in the case of housewives and 
children. 

X-ray and laboratory benefits may also be purchased as supplements to other 
group insurance benefits to provide reimbursement toward the cost of diagnostic 
services. These benefit payments are subject to a maximum amount applying 
to any one year, and within this maximum there may be a schedule setting limits 
for various procedures, such as $25 for a gastro-intestinal X-ray series, $7.50 for 
an electrocardiogram, and $10 for a sugar tolerance test. Supplementary benefits 
of this type are also available to dependents. In the following table the estimated 
number of people covered, at the end of 1949, for group medical expense insurance 
is shown, classified according to plan. 


TaBLE 13.—Estimated number of individuals in the United States covered by group 
medical expense insurance as of Dec. 31, 1949, classified by plan 





Plan | Number of Number of 
employees | dependents 


Medical expense: 


Comprehensive... ...... Kqustghndspacbintgey aya wedas thank cng ai -| 332, 000 | 86, 000 
I a in cea die alice ca in ae cacti ot taints Kaa 667, 000 | 20, 000 
In-hospital ‘ tes nnn nnnennenn sn nenennsnneneencneerea nee] 713, 000 | 918, 000 
NSE ARREARS MRE igre, Pakage ates | 1,712,000} 1,024, 000 
Diagnostic benefits (included in above total) ..........-.....--2.-2 eee | 326, 000 | 205, 000 


| 








i The $3,600 limit in Rhode Island is for a family including two or more dependents, 
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Individual policies.—In the case of individual and family group policies, medical 
expense benefits similar to those described above for group insurance are generally 
available. In addition to policies providing benefits payable on a per diem or per 
call basis, there are individual policies with blanket medical expense benefits 
under which all the medical expense is payable subject to a deductible provision 
applying, for example, to the first $15 or $25 of annual expense, and subject to 
an over-all limit on the total payments within any year or within periods of con- 
tinuous disability. Such blanket expense benefits may relate only to medical 
expense exclusive of surgery, or, as mentioned above, a single policy provision 
may offer reimbursement with respect to hospital, surgical, and medical expenses 
combined. 


Nurse expense benefits 

A few group policies providing payment for nursing expense have been issued, 
but the extent of these experiments is as vet rather limited. In the field of indi- 
vidual policies nurse benefits have been offered for many years in connection with 
hospital benefits supplementary to weekly, loss-of-time benefits. A typical 
policy of this kind provides that an amount equal to 50 percent, or sometimes 
100 percent, of the weekly indemnity will be payable during any period of dis- 
ability which confines the insured to a hospital or which requires the attendance 
of a full-time registered nurse in his home. 

In recent years hospital and nurse benefits expressed as a percentage of the 
weekly indemnity have largely been supplanted by similar benefits expressed in 
terms of a per diem rate, but such benefits are, in many cases, payable either for 
confinement in a hospital or care by a nurse in the insured’s home. 

In addition to the benefit for home nurse care, some companies also provide, by 
policy provisions or by riders to policies, for payments in case of full-time care by 
a registered nurse in the hospital. The per diem benefits offered for such nurse- 
expense insurance are generally within the same range as provided for hospital 
room and board charges. Some of the policies which include benefits for hospital 
nursing do not provide benefits with respect to home nursing. 

Blanket accident expense benefits 

For a number of years personal accident policies have been issued providing 
a blanket, comprehensive reimbursement of all expenses, hospital, surgical, med- 
ical, and nursing, arising from accidental injuries. These policies have been issued 
without deductible provisions and with maximum limits as high as $5,000. Re- 
cently similar benefits have been offered by a few companies on a group basis, 
usually with a $300 limit, which is sufficient to cover the expenses in all but a 
very small percentage of accidents. 

Catastrophe benefits 

Some policies have been issued, both group and individual, covering all hospital, 
surgical, and medical expenses above a stated deductible amount, and up to a 
maximum limit such as $2,000, $2,500, or $5,000. The deductible amount 
under such policies ranges from $25 to $500. In some cases a coinsurance pro- 
vision limits the insurer’s payments to 75 percent of the actual expense incurred 
by the policyholder. 

In addition to benefits covering catastrophic expenses on a comprehensive basis, 
some policies provide expense reimbursement up to substantial amounts with the 
coverage limited, however, to a list of specified diseases. Similar policies limited 
to poliomyelitis have been issued in considerable numbers. In these specified 
disease or polio policies there is generally no deductible or coinsurance provision. 
Limitations in benefit provisions 

Group policies.—Generally speaking, group-insurance policies are free from all 
exclusions and restrictions with respect to hospital, surgical, and medical expense 
benefits. It may be noted, however, that most workers coming under group con- 
tracts are protected by workmen’s compensation laws, and consequently, that 
group health insurance contracts usually contain provisions designed to prevent 
an overlapping with the protection furnished by such laws. 

The requirement, in group insurance, that at least 75 percent of the persons 
eligible in each group accept the insurance results in the inclusion of a high pro- 
portion of the healthy members of the group. The further provision that the 
insurance on the individual employees will become effective only if they are 
actively at work provides another safeguard. Thus, although most of the less 
healthy employees accept the insurance, these group-underwriting features 
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usually prevent a disproportionate amount of insurance being placed upon the 
less healthy. As a result, it is possible under group insurance to allow benefits 
for treatment of conditions which existed at the time the insurance became 
effective. 

Individual policies.—In the underwriting of individual policies, which are not 
tied to employment status, these safeguards inherent in group underwriting are 
lacking. onsequently, in order to keep the average cost at a normal level, so 
that the insurance will also be attractive to persons in good health, it is necessary 
to exercise individual selection of the persons to be insured, and to eliminate bene- 
fits with respect to diseases or impairments existing at the time the insurance is 
issued. Covering pre-existing conditions under individual policies has often 
been likened to issuing fire insurance on houses already on fire. 

In addition to the necessary limitations with respect to pre-existing conditions 
under individual policies, such insurance usually does not cover injuries or sickness 
due to war or arising during military service. Obviously, the benefits are not 
needed during periods of military service since complete medical care is provided 
by the Government to men in the armed services. In group insurance this ex- 
clusion is not considered necessary since ordinarily the insurance would terminate 
with the termination of employment. However, some employers have arranged 
with the group-insurance carriers for the continuation of benefits to dependents of 
men in military service. 

Individual and family policies providing hospital and other expense benefits 
are generally available on two bases, viz, occupational policies, which furnish so- 
called 24-hour insurance, protecting the insured whether the claim is due to ocecu- 
pational causes or otherwise, and nonoccupational policies, which do not offer 
benefits if the illness or injury arises out of or in the course of the insured’s occupa- 
tion. The latter type of policies are appropriate for purchase by persons who are 
covered by workmen’s compensation laws, and therefore not in need of on-the-job 
protection. 

Further information on policy limitations was obtained from a special survey, 
which was conducted for the purposes of this study, and which was participated in 
by 169 companies, whose combined individual health and accident business repre- 
sents over 60 percent of the United States total. Of these companies, 153 which 
write hospital-expense insurance furnished information as to the limitations con- 
tained in their current hospital policies. Aside from the customary war- and 
military-service provisions mentioned, the limitations used by as many as 3 per- 
cent of these companies are listed in the following table: 


TABLE 14.—Limitations or exclusions used by a group of companies in individual 
policies providing hospital expense benefits 


Percentage of companies 
Limitation or exclusion: reporting the exclusion 

a nt ese haar ees > Sue, 
Attempted suicide --_--_-_--- saab Weel die: ot ee Wirw CRIN AS Be? EE TO ty 
Venereal disease___________-. Sea la ANC ni ant inde etei eld ee al eecormeiak ns oi ee-on es 
Cee eg bs san oreaerbeeee ee, a 
Aviation, other than scheduled passenger flying - - - - Sheath akiocobittaiet «ita 
a soaa ee 
Teen nn nnn nee a ee ree eee .~. an 
Self-inflicted injuries__-___......-- ee sada i ae TET Dia as els ae 13 
Coen eee nee uae ara Se eee ae eae 
Results of use of narcotics__-_- eae alee og a ara i ae 11 


Diagnostic treatment 5 


Treatment in veterans’ hospitals__---- --- ~~ -_- bebe Se ee 5 
AVAGAONs Gi REO OF TE Ean 0 ho ki inne deed hap aun 3 
NNN OTN nh ila 2 ete rele wenden ot ahaa ane eam Ga aia ie 3 
ONION ori shai whet dle “atinin, elallaniiahs gincadees Dinh p< GuAiGe ele SuabE a ele eeaadra eh wae 3 


As mentioned, there has been a marked trend toward the elimination of exclu- 
sions. Table 15 compares some of the percentages shown in table 14 with corre- 
sponding percentages derived from studies made by the hospital insurance com- 
mittee of the Health and Accident Underwriters Conference in 1945 and 1948. 
The 1945 study was based on 114 policy forms of 70 companies, and the 1948 
study was based upon 83 policy forms of 61 companies. The companies responding 
in the 1945 and 1948 studies were substantially the same, but the data for 1950 
are based upon companies many of which were not represented in either of the 
earlier studies. The three columns are therefore not strictly comparable. Even 
with generous allowance for the lack of homogeneity, however, it is evident that 
there has been a very pronounced trend toward the removal of restrictions, 
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TaBLE 15.—Percentage of individual hospital expense policies issued in indicated 
years which contain certain specified exclusions 





Exclusion 1945 1948 1950 


Percent | Percent | Percent 


Venereal disease - - -_- ; ; , 75 58 28 
Mental disorders and neuroses. -- Le Ise bees : 70 | 25 32 
Attempted suicide. aihuns wbapek ‘ , Kcaennals ieee 61 47 30 
Rest cure........-. : 56 43 18 
Liquor and narcotics eS, ; 30 12 13 
Hernia--.--- Hine & 20 2 3 
Female disorders lia aitimnnGuidbel sti alten gnipalaednsnan tit ; 12 1 1 


Most individual policies cover losses due to accident from the date of the 
policy, but do not cover sickness occurring within a waiting or probationary 
riod, extending most frequently for 15 or 30 days from the date of the policy. 
ome policies also contain longer waiting periods applying with respect to 
certain specified conditions. For example, some policies may provide no benefits 
with respect to appendicitis occurring within the first 6 months of the policy, or 
with respect to tonsillectomies occurring within the first 3, 6 or 10 months. Here 
too, the tendency has been to eliminate or shorten these waiting periods. The 
purpose of them, it may be noted, is to prevent abuse of the benefits by persons who 
know or suspect, at the time of applying for the policy, that an operation is needed. 
The effect of such abuse would, of course, be to increase the cost of the protection 
to those buying it in*good faith. In this"connection, it should be pointed out that 
insurance of this type is usually issued without a medical examination. 

In 1948 the report of the hospital insurance committee of the Health and 
Accident Underwriters Conference, mentioned before, drew some further com- 
parisons between the results of the 1948 study and the corresponding study made 
in 1945. Pertinent excerpts from this report are contained in appendix C. In 
reference to this material, however, it should be pointed out that substantial 
further progress has been made since 1948. 

Apart from benefit exclusions contained in the policy, some companies place 
certain restrictions upon the occupational classes to whom policies may be sold. 
However, among the 153 companies previously mentioned, over 60 percent report 
that their policies are available to all occupational classes. The reports of the 
remaining companies indicate that only a rather small group of occupations are 
excluded. The following tabulation shows the occupational areas most com- 
monly excluded by these companies. 


Occupational categories excluded by some companies in the issuance of individual 
policies providing hospital expense benefits 


Percentage 
of companies 
Occupational category | excluding the 
| indicated oc- 
| cupational 
| category 


Extremely hazardous occupations -._...........-- 


8 

Class X (uninsurable for loss-of-time benefits) _- 5 
Subaquatic or subterranean work -.-...........-..---- 5 
Chemical hazards. : 5 
Naval or Army enlisted men____- ‘ aatgteienih toe : , 5 
BL cp ccahs aan cake aioe : | 5 
3 


Occupations with diverse occupational-disease hazards. ..._._.__- ah ak eats 


As may have been noted, the foregoing discussion has been} based principally on 
hospital-expense benefits. However, substantially the same provisions apply to 
surgical-, nurse-, and medical-expense benefits where such benefits are a part 
of the insurance. 


Ratio of benefit payments to health bills 


In general, any information on the relationship between benefit payments and 
the health bills giving rise to them is subject to misinterpretation. There} are 
two reasons why such misinterpretation is apt to occur. 

For one thing, criteria are lacking as to what would represent satisfactory or 
desirable ratios. In the absence of such criteria, persons not familiar with the 
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basic principles of indemnity insurance are apt to make the unwarranted assump- 
tion that the benefits should generally equal the full amount of the bills. The 
reasons why such an assumption is incorrect are developed in a subsequent 
section. It may be stated briefly, however, that if the insurance covers all costs 
in full without any sharing by the insured person, the result will often be to 
encourage unnecessary treatment or services. Not only does this raise the cost 
of the insurance at the expense of other insured persons, but it results in an 
inequitable distribution of the use of medical facilities. 

Insurance experience in all lines demonstrates the merit of arrangements by 
which the insured person retains some of the risk. But the most satisfactory 
insurance plans limit the risk retained by the insured to an amount which he can 
meet from current income or other resources. 

Secondly, the ratio of benefits to bills is, within a wide range, largely a matter 
of the collective discretion of the policyholders. Contrary to common miscon- 
ception, the insurance companies offer benefits substantially larger than those 
purchased in the great majority of cases. Some of the reasons why it would be 
unwise to deprive the Nation’s citizens of the right to decide how much insurance 
they want—despite such errors in judgment as some of them may make—are also 
considered subsequently. 

With respect to hospital-expense insurance, no comprehensive studies are avail- 
able on the ratio of benefits to bills. However, the average benefits mentioned 
above may permit some opinion as to the —. of hospital bills which they 
would cover. Since the benefits are either fixed without regard to the expense 
incurred or represent maximums up to which reimbursement will be made, it 
is obvious that the proportion which will be paid is largely subject to the control 
of the insured, through his selection of facilities. For example, in some cities, 
an $8 daily benefit might pay 100 percent of the cost of ward accommodations, 
two-thirds or more of the cost of a semiprivate room, and perhaps half the cost 
of a private room. 

In the case of group-surgical-expense insurance some data are available on the 
ratio of benefits to surgeons’ charges. In 1947 a study of more than 100,000 
surgical claims was undertaken by the insurance companies as their experience 
with the growing volume of surgical-expense insurance had indicated a need for 
some current statistics with regard to surgical procedures on which an adequate 
and properly balanced surgical-fee schedule could be based. This study, reported 
on in the Transactions of the Actuarial Society of America (vol. XLIX), showed 
that the insurance-benefit payments averaged 55 percent of the surgeons’ charges. 
As a result of this study, most companies revised their schedules in a generally 
upward direction. 

Concerning surgical-expense insurance, the development of the full-payment 
arrangements previously mentioned should also be taken into account. Mention 
has also been made of the availability of surgical schedules representing multiples 
of the standard schedules. 

In the case of medical-expense insurance, the schedule of $3 and $5 fees would, 
in many cities, represent substantially full reimbursement subject to the limita- 
tions on the number of calls paid for, while the lower scale of $2 and $3 fees 
would probably represent about two-thirds of the cost in most localities. 

A note on the sources of the data used up to this point in chapter III is con- 
tained in appendix C. 


Premium rates 


In health insurance, as in all other fields of insurance, the premium rate for any 
policy is almost entirely dependent upon the benefits provided in the policy. 
Hence, it is impossible to discuss premium rates in the abstract; specific pre- 
miums must be related to specific benefits. 

In the field of group-health insurance, the forces of competition are so strong 
that benefits differ but little from company to company, and in a rough way, 
typical premiums can be related to typical benefits. With respect to individual 
and family policies, however, the offerings of the various companies differ so 
widely that the best approach to a discussion of premiums is probably to note 
the specific rates accompanying a group of more or less representative policies. 

Group insurance.—Typical group-insurance rates current in 1949 are given in the 
following quotation from an authoritative article on group insurance against 
illness and accidents by J. Henry Smith appearing in the June-July 1950 issue of 
American Economic Security: 

“Premiums quoted for these forms of insurance vary considerably, depending 
on the risk and expense characteristics of each class of group and on the amounts 
of benefits provided. Asa rough indication of the order of cost of a typical benefit 
level, the following table shows representative initial gross annual premiums for 
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a moderate-size group in a nonhazardous industry having 25 percent of the 
insurance on females. It should be noted, however, that the costs here shown are 
subject to reduction, as indicated below: 


Approximate 
| annual gross 
premiums 


| For each | For each 
em- family 
ployee unit ! 


Temporary disability insurance: Plan paying 50 percent of earnings, maximum of $40 
a week, starting with eighth day and limited to 26 weeks (6 weeks for maternity) -- STOO fonccdcndnn 
Accidental death and dismemberment insurance: 
Plan having a principal sum of $2,000: 
If nonoccupational coverage. _...........-...-..----.- seceiclcken tsaidiheal nati ietenalti 2. 50 , ie 
If occupational and nonoccupational coverage._--- --.-~.--.-- 3. 50 bawane 
Hospitalization insurance: Plan providing $8 per day for room and board, maximum | 
of 70 days (14 days of maternity), and maximum reimbursement of $160 for other | 


charges, for each hospitalization - .- - ...-- 19. 00 $47 
Surgical insurance: Plan providing surgical schedule with $200 maximum. aces 7. 00 20 
General medical insurance: | 
(1) Comprehensive plan providing $5 for home or hospital visit, $3 for office visit __| 20. 00 50 
(2) Plan providing $5 for home or hospital visit, $3 for office visit, limited to dis- | 
abling illnesses and excluding first 2 visits.........._....----------.---- 7. 50 
(3) Plan providing $5 for each day of hospitalization, maximum $250, for nonsur- | 
OS 3a CR a a eae 2. 50 4 
X-ray and laboratory examination benefits: Plan prov iding scheduled amounts lim- 
ited to total of $50 benefit per year per person............-........-.----- ie 4. 00 y 


1 In addition to cost for FERS 


“A showing of gross premium rates does not correctly picture the true cost of 
group insurance benefits, because the ultimate cost is determined by the amount 
of dividends or premium refunds in each case. Mutual insurance companies 
return, in the form of dividends, the part of group-insurance premiums paid which 
is not required for claims, reserves, expenses, and contingencies, and nonpartici- 
pating companies allow retroactive premium adjustments having the same effect 
as dividends. 

Since the amount of these refunds varies considerably, depending on the size, 
claim experience, and other characteristics of each group, it is impractical to quote 
typical dividends or premium adjustments generally applicable. However, it 
may be noted that figures taken from the annual statements of several of the 
mutual life-insurance companies underwriting a large percentage of the group 
insurance in force indicate that, throwing all groups together, large and small, 
old ones and new ones not yet well established, and some that are relatively 
costly to administer because of unusual features, the average of dividends paid 
under group accident and health policies in 1949 was about 17}4 percent of gross 
premiums.” 

Individual policies—In the case of individual policies, as mentioned, there is a 
wider variation in the provisions and benefits of the policies of the various com- 
ey 4 and as a result it is difficult to quote rates that may be considered typical. 

he following quotation,? however, does include a statement as to the general leve 
of rates for various kinds of individual policies. 

“Hospital or surgical coverage providing benefits of $5 per day in the hospital 
with miscellaneous expenses covered to a limit of $25, a mate rnity benefit of $50, and 
surgical expense benefits to a maximum limit of $150 are available to a family con- 
sisting of a father, mother, and two minor children at a cost in the neighborhood 
of $85 per year. For the father only, the cost of this coverage would be about $22. 
For higher benefits the cost would, of course, be proportionately increased. Simi- 
lar coverage, including payment for doctors’ calls out of the hospital, can be ob- 
tained for a family of four at approximately $120 per year, or for the husband 
alone, for about $32 per year. A number of companies are now offering hospital 
and surgical coverage to applicants up to age 80 or even higher without any age 
limit on renewal.”’ 

More specifically, table 16 presents a summary of six widely different individual 
and family policies together with the rate of premium in each case. Each of 
these policies provides surgical expense insurance, all but one also provide hospital 
expense insurance, and all but two also contain medical expense benefits. 


4 Miller, John H., and Follmann, J. F., Jr.: Individual Insurance Against Illness and Accidents, Ameri- 
can Economic Security, November-December 1949, Chamber of Commerce of the United States. 
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A brief discussion of each of the illustrative policies shown in table 16 follows, 
in which particular reference is made to the most suitable use of each. 

Policy A is a rather representative individual contract, except that it does not 
offer any hospitalization benefits. Thus, it is particularly suitable for purchase 
by persons already having hospitalization protection through some other policy 
orarrangement. This policy covers claims arising from the insured’s employment 
as well as claims not connected with his employment. 

Policy B is a family contract providing hospital and surgical expense insurance 
on a nonoccupational basis. In other words no benefits are payable in the case 
of injuries or sickness arising out of and in the course of employment. In most 
cases such claims would be covered by workmen’s compensation. Policy B is a 
liberal one, particularly in the 200-day hospital durations offered and in its almost 
complete freedom from benefit exclusions. The contract would seem especially 
adapted for purchase by a man, wanting substantial protection against serious 
illness affecting any member of his family, but having workmen’s compensation 
coverage in connection with his job, and having the ability and foresight to econo- 
mize through personal budgeting for minor doctor’s charges. 

Policy C represents an advanced contract offering real catastrophe protection 
on an individual basis. As shown in the chart, the “‘blanket limit’’ approach is 
used not merely with respect to doctor’s visits, as the costs of hospital service, 
surgical operations, and nursing care are also within the “‘blanket.’”’ Through 
policy C an unmarried man or woman, not covered by workmen’s compensation, 
could buy almost complete freedom from fear, so far as ability to meet hospital, 
surgical, medical, or nursing bills is concerned, regardless of the seriousness of the 
illness. 

Policy D is a more modest contract, offered on a nonoccupational, family basis, 
providing rounded protection against hospital, surgical, and medical expenses. It 
would seem suitable for a lower-income worker, having workmen’s compensation 
coverage, and wishing the aid of insurance benefits in meeting most of his family’s 
health bills. Again, a policy of this sort might be used to supplement group in- 
surance coverage. 

Policy E is an illustration of a noncancellable contract. While this policy 
provides only hospital and surgical benefits, the same company also issues a 
medical benefit covering the policyholder himself, which provides up to $250 
blanket reimbursement for medical expenses for each illness, with a limit of $750 
for all illnesses, subject to a $15 deductible provision. This combination would 
seem particularly suitable for a person having workmen’s compensation coverage 
and wishing assuredly renewable protection, who-felt confident that, so long as 
he was well, he could meet any surgeons’ and doctors’ bills for his dependents 
if he had the help of insurance on their hospital bills, but who felt a need for much 
more complete protection in the event of his own illness. 

Policy F is a nonoccupational, industrial contract issued on a monthly premium 
basis. The convenience of monthly premium payments of $3.50 or $4.50 would 
be appealing to a low-income worker desirous of substantial personal hospital, 
surgical, and in-hospital medical protection. Family coverage, of course, may 
also be had on an industrial basis—an analogous policy of the same company, for 
instance which excludes the in-hospital medical benefits, being available for $9 
a month to cover husband, wife, and two children. 


The proportion of insurance costs paid by employers 


Individual and family health insurance policies, other than those issued under 
franchise plans, are not based on the existence of an employer-employee relation- 
ship, and hence any question as to the extent an employer participates in the 
payment of premiums is not relevant. 

On the other hand, the employer ordinarily does pay some or all of the premium 
cost of group or franchise insurance, but precise information is not available as 
to the average proportion which is paid by the employer. 

To give the reasons why this information is not available, it should first be 
explained that in the majority of cases the employer’s group-insurance program 
is offered to his employees as a composite ‘package,’ for which the employee is 
asked to pay a stipulated contribution, but for which the employee’s contribution 
is not ordinarily broken down into its component parts. Any effort to break 
down the contribution would be meaningless since the result obtained would be 
determined by the arbitrary assumptions which would be required to permit the 
breakdown to be made. 
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In addition, it should be noted that group-health and accident-insurance policies 
in many cases do not include a statement as to the employee contribution, and 
when they do, only the maximum contribution is normally stated. There are 
believed to be a substantial number of employers who have voluntarily reduced 
or eliminated employee contributions, and it would be misleading to use figures 
shown in the policies as maximum contributions to measure what is actually 
being charged. 

Furthermore, there are complications arising from the payment of dividends 
and retroactive rate adjustments under these group-insurance programs. The 
employer is normally required by the terms of the policy to return to the employees 
by waiver of contributions or otherwise, or to utilize for their benefit, any surplus 
of dividends which may arise over the portion of the gross premium for the 
group-insurance program which he is paying. 

Accordingly, any indication as to the proportion of insurance costs paid by the 
employers can, it appears, be based only upon the informed opinions of those 
who are most closely connected with the field of group insurance. It may be 
stated that in the early days of hospital and surgical coverages there was a large 
proportion of cases in which the employees paid all or most of the cost of these 
coverages. There is ample evidence of a steady trend toward increased employer 
contributions to the cost of these coverages which commenced during World 
War II days and was accelerated, in the last year or two in particular. 

It might be estimated roughly that in 1945 employers probably paid only about 
25 percent of the gross cost of these coverages and not much more than 10 percent 
of the net cost of the hospital, surgical, and medical expense. A sampling of 
recent collective-bargaining agreements and of some relatively large employers’ 
plans where hospital and surgical insurance has been made available separate from 
the remaining portion of the group insurance program, indicates that the employers 
are paying at least 50 percent of the gross cost or at least 37% percent of the net 
cost of the personal coverages. With respect to dependent coverage the employ- 
ers usually do not pay as great a portion of the cost, and it is estimated that the 
employers pay about 30 percent of the gross or 20 percent of the net cost. 


Recent trends in health insurance policies and premiums 


Throughout the preceding material numerous references have been made to the 
variety of changes and improvements over recent years with respect to hospital, 
surgical, and medical expense insurance. At this point, however, it may be well 
to take a unified look at the major improvements made over the last decade or so 
affecting group and individual policies. 

Group health insurance.—As mentioned, group insurance against hospital ex- 
pense was developed as recently as 1934, group surgical expense insurance about 
1938, and group medical expense insurance about 1944. Intense competition is 
characteristic of group insurance, and the companies active in the group field were 
quick to take up these new group lines after their first appearance. From surveys 
which have been made by the Equitable Life Assurance Society and by the Life 
Insurance Association of America, table 17 has been compiled showing the number 
of companies which wrote hospital, surgical and medical expense benefits on a 
group basis in each of the 3 years 1942, 1946, and 1949. It will be noted that 
practically all companies issuing hospital coverage also offer surgical coverage and 
that the proportion of those offering surgical coverage which also offer medical 
expense coverage has grown from about 55 percent in 1946 to 70 percent in 1949. 


TaBLE 17.—Number of insurance companies which wrote hospital, surgical, and 
medical expense insurance on the group basis in the years indicated 








Benefit 1942 1946 1949 
Hospital. ......... Ame . ; 28 69 101 
a i le aa ei siadtnesdabon asta 28 69 98 
Ee : esaad cule 38 71 


The past decade covers the major part of the history of these benefits. During 
this decade these coverages have grown at a very rapid rate as will readily be seen 
from table 18. 
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TaBLE 18.—Growth of group insurance against hospital, surgical, and medical 











expenses 
Number of persons covered ! 
End of year aera ene ents teinisremaemcenne ca 
Hospital | Surgical Medical 

ceaieaee sali cali oS linia sie te eitdiiimetaales Li. GLZSAGeSeR! GTA 
in wenn 9 bn Hema RE Re dew hee eek 2, 500, 000 } 1, 430, 000 0 
ii Ls casiah cae ela olintes wl Schdreubionin & ch eued Silas ee bee Rie einai! 3, 850, 000 | 300, 000 0 
Riis kek Tounates te dante boalmhes Gane cranes anced Dede aaa tensh oh 5, 080, 000 3, 275, 000 0 
Seni od sat episent Abndens eS odaciphensinnue 6, 800, 000 4, 700, 000 (2) 
1944. 8, 400, 000 5, 625, 000 2) 
1945_- 7, 804, 000 5, 537, 000 335, 000 
Sn ck tsecceiemaedich tint Gre ahah tans ss duit Malpensa eligiian 11, 315, 000 8, 661, 000 567, 000 
Pe iiniubs git hers n dunia Snidica wicca inddoienb weal 14, 190, 000 11, 103, 000 1, 998, 000 
stds nn cctaiten dienes macbinetike 16, 741, 000 14, 199, 000 1, 927, 000 
DI sche aiitesiceenah bata ec tpinind saad a vious taille etaetaalecovte ites nile capsid 17, 697, 000 15, 590, 000 2, 736, 000 





1 Data for 1944 and prior years are from surveys by the Equitable Life Assurance Society and include 
Canadian business; data for 1945 and subsequent years are from surveys by the Life Insurance Association 
of America and include United States business only. 

2 Data not available. 


Along with this growth in the number of persons covered by group hospital, 
surgical, and medical insurance, there has been a corresponding improvement in 
the quality of the coverage offered. This improvement has affected not only the 
limits or amounts of coverage but also the liberality of the policy provisions, the 
availability of the coverage to smaller groups and more hazardous types of em- 
ployment, and the general administration of the insurance. 

Among the extensions of coverage and liberalizations of benefits under hospi- 
tal expense insurance, have been the increase in the number of days for which 
hospital benefits are payable, payment for all miscellaneous hospital charges 
rather than a few specified charges, the introduction of maternity benefits, the 
extension of coverage beyond the termination of employment under certain con- 
ditions, the reduction in the minimum hospital stay required for entitlement to 
benefits, the elimination of an age limit and of all exclusions other than covered 
by workmen’s compensation. The coverage has also been made available to 
smaller groups and to dependents of the employees. The changes just described 
are set forth in somewhat greater detail in the following outline which compares 
the provisions of one of the first group hospital expense insurance policies issued 
with those of policies issued in 1940 and 1950. 


Comparison of typical underwriting rules and provisions of group hospital expense 





Maximum benefits available 


Limit payable. 


Miscelianeous expenses covered 


Limit on maternity confine- 
ments. 

Extension of coverage beyond 
termination of employment. 


Dependents Ne 
Minimum size of group --- 
Other coverages required_. 


Minimum period of hospital 
confinement required. 


Age of employee at which cover- 
age terminates. 

Exclusions other than occupa- 
tional accidents or diseases. 


} 
| 
| 


1934 
| 
66%4 days during any 
12-month period. 
Anesthesia, labora- 
tory and operating 
room fees only. 


Not covered 


Disa ts 1s as nonecastens 


Not covered__.___- ae 
250 employees. ----.__-- 


Weekly health and ac- 
cident benefits. 


Self-inflicted injuries, 
confinements in in- 
stitutions for the 
care of nervous and 
mental diseases. 


1940 | 1950 


70 days during any dis- 
ability. 

Anesthesia, X-ray, 
laboratory and op- 
erating room fees 
only. 

14 days....-- 

31 days during total 
disability or 9 
months during preg- 
nancy. 

May be covered__.-__- 

50 employees. --- 


None.. 


18 hours 


No age limit _ - 


REE SEES 


180 days during any 
disability. 
All hospital charges. 


14 days. 


3 months during total 
disability or 9 
months during preg- 
nancy. 

May be covered. 

25 employees generally; 
in some cases 10. 

None. 


None in emergency or 
surgical cases; other- 
wise 18 hours.! 

No age limit. 


None. 


! Some companies now provide benefits in the case of any hospital treatment that results in a charge for 


room and board. 
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During the past 10 years reductions have also been made in the premium rates 
for comparable coverage. For example, the typical basic premium rate applicable 
to male risks for a benefit with a 70-day limit, providing five times the daily 
benefit for miscellaneous expenses, dropped from $0.167 per month for each dollar 
of daily benefit in 1940 to $0.12 in 1950. 

Somewhat similar changes have been effected in the case of group surgical 
insurance. Subsequent to the group surgical claims study, referred to earlier, 
the companies generally restudied their surgical schedules and offered new 
schedules providing generally larger benefits and achieving an interrelationship 
among individual benefits based upon the actual charges of surgeons. 

In the rather short history of group medical expense insurance, the coverage 
has been extended by offering comprehensive plans, by offering supplementary 
X-ray and laboratory diagnostic benefits, and by introducing special protection 
against polio expenses as well as comprehensive benefits covering catastrophic 
expenses generally. The catastrophic protection being developed also applies to 
hospital and surgical expenses, and in some cases, nursing expenses. 

Individual health policies—Table 19, based upon the questionnaire received 
from 169 companies issuing individual health insurance policies, shows the number 
of these companies reporting the issuance of each of the indicated benefits. This 
table also shows the distribution of these companies according to the year in which 
they commenced offering each of the benefits. It will be noted that a very large 
proportion of these companies entered the field of hospital, surgical, nursing, and 
medical expense insurance during the past decade. Also shown in the table is 
the earliest year in which any company reported having commenced the issuance 
of each benefit. 


TABLE 19.—Classification of 169 companies by period in which they commenced 
offering various health insurance expense benefits 


NUMBERJOF COMPANIES WRITING 

















i | | 
“See ay oe Fe ean me : Hos- |Expense|,....;.)| Expense} ,;,,.., |Expense|,,7.,4;..)| Expense 
Period in on fit was first pital depend-|Sursical Penal Nurse depend- Me dic al depend- 
we \personal| ents personal "ents im ROOT ents |OStsOnal ents 
| 
1901 to 1910 2 | 7 1 7 
1911 to 1920__ 10 4 5 2 
1921 to 1930 12 5 |. 12 | 4 
1931 to 1940 | 58 35 | 56 | 27 29 | 11 24 14 
1941 to 1950___. | 71 84 | 72 86 42 43 65 5 
Total_._. 153} 119) 144] 113 ss| 54 96 69 
First year benefit was offered by any | 
replying company --___. a -| 1905 1932 | 1903 1933 1916 1938 1910 1936 


No data are available to show the growth of coverage under individual policies 
prior to 1946. Figures in table 1 for 1946 to 1949, however, show a rapid growth 
during that period. It is obvious, therefore that the really significant develop- 
ment of these benefits has been within recent years despite the fact that some of 
the benefits have been offered since almost the beginning of the century. Also, 
as pointed out before, these early benefits were offered only as supplemental 
coverage to basic loss-of-time protection. 

In chapter II some figures were given to illustrate the approximate level of 
benefits currently being offered through individual policies. However, no data 
are available to show the trend in benefits over recent years. As pointed out 
before, the average benefit is influenced only in part by the underwriting limits 
established by the companies. In general, the policyholders do not purchase the 
full coverage that is available to them. The maximum limits therefore reflect the 
capacity of insurance to meet medical expenses more accurately than figures based 
on what has been purchased. To determine the trend in maximum limits avail- 
able the companies to whom the special questionnaire was sent were asked to 
state the maximum benefit limit under each of the four coverages for the years 
1940, 1945, and 1950. In order to show the trends in these limits the percentage 
distribution has been shown in three categories, viz., the typical benefit or limit, 
all benefits smaller than the typical, and all benefits larger than the typical. In 
general, the typical value has been taken as the model or most frequent value in 
1950. However, for uniformity of comparison the same typical value has been 
used for dependents as for insured persons even though the mode might differ. 








102 HEALTH INSURANCE PLANS IN THE UNITED STATES 


This method of presentation seems the most satisfactory means of interpreting the 
large amount of data assembled since it involves a very wide range of values. 

In table 20 the distribution of companies according to the maximum limits 
applying to hospital expense benefits is shown for each of the 3 years. In this and 
similar tables, only those companies actually issuing the benefit in the year referred 
to are included. 


TABLE 20.—Percentage distribution of companies by maximum limits with respect to 
hospital expense benefits in individual policies 


(1) MAXIMUM DAILY HOSPITAL RATE 


cr For insureds For dependents 








Year | | | 
Less than $10 | More than | Less than $10 | More than 
| $0 | | $0 | so | | $10 
mar one 
| Percent |Percent| Percent | Percent |Percent| Percent 
1940 hee sosskk San sie 84 | 12 4 | 98 | 2 | 0 
1945 Sn 72 | 23 | 5 | 84 | 15 | 1 
| 24 | 31 | 48 | 21 
i | | 


1950 28 | 8 


(2) MAXIMUM DURATION OF HOSPITAL STAY COMPENSATED AT FULL RATE 


For insureds For dependents 


Year | | = 
| Less than 90 |More than| Less than 90 | More than 
| @0days | days 9days | MWdays | days 90 days 

| | 
se re ——— 
| Percent ' Percent Percent Percent |Percent| Percent 
1940 . 77 9 | 14 | 14 | 6 
1945 4 66 | 20 | 14 | 70 22 | s 
1950 RE ae 9/27] 34 | 33 32 | 35 
' | 





(3) MAXIMUM LIMIT ON MISCELLANEOUS EXTRA CHARGES 


For insureds For dependents 














Year | | | | 
| Less than | | More than | Less than | More than 
| $100 | $100 | $100 $100 $100 | $100 
| Percent | Percent Percent Percent |Percent| Percent 
1940 71 | 0 | 29 | 75 | 0 | 25 
1945 : 1. SE 68 | 3 29 70 4 26 
1950 A 2 | 35] 37 | 35 33 32 
| 
(4) MAXIMUM BENEFIT FOR MATERNITY 
(On policies including maternity benefits) 
For insureds For dependents 
_ I I ate | ‘see I 7 I f | sain h 
ss than | ore t ran | | Less than | More than 
| "gi00—«|: $200 mira $100 =| = gt00—s«|:« $200 | 'g109 
} ' } i 
pe dite - : 7 = |---| BS es 
Percent | Percent Percent Percent | Percent Percent 
1940 94 | 0 6 0 
1945 ‘ ‘ 84 | ll 5 85 15 0 
23 27 53 20 


1950 ; ahiesc meet wde< B mi 54 
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Table 21 which follows shows maximum surgical expense benefits, presented in 
a manner similar to the hospital limits shown in table 20. 


TaBLE 21.—Percentage distribution of companies by maximum limits with respect 
to surgical-expense benefits in individual policies 
(1) MAXIMUM LIMIT IN SURGICAL SCHEDULE 


| 


For insureds For dependents 
Year ¢ Rahat S ak a ‘ 
| Lessthan | « | More than | Less than More than 
| $200 | «$200 | $200 $200 $200 $200 
a —_ | Se SAS am ae - 

Percent | Percent| Percent | Percent | Percent} Percent 
1940 | 70 | 17 | 13 83 11 6 
1945 . 66 19 15 75 15 10 
1950 ati i -| 35 | 29 36 | 35 26 39 

| 


| ' 


(2) MAXIMUM LIMIT FOR AN APPENDECTOMY 


For insureds For dependents 
Year e pe Pippen ery ~ 
Less than | | More than | Less than More than 
| ~ gi00 | $200 | ''si00 $100 $100 $100 
Ee - — a _ | neta — ginie = _ — 
Percent Percent; Percent Percent Percent| Percent 
1940 .7- | 46 20 34 81 $ 15 
1945___. ; 33 28 | 39 60 21 19 
1950 ..... “oF 5 , ot 13 | 26 | 61 19 26 55 
(3) MAXIMUM LIMIT FOR OBSTETRICS 
(On policies including obstetrical benefits) 
For insureds For dependents 
Year oS oe ee ah is es . - 
Less than - | More than | Less than 2 More than 
| gso | $5 | 50 $50 | $50 $50 
eis P --| tiie alti ceed » 
Percent | Percent; Percent Percent Percent| Percent 
1940 ‘ c 75 25 | 0 75 25 
1945 ‘ | 6 50 5O | 0 | 50 5O 
1950 ‘ ; 6 | 33 | 61 6 29 65 
| | | 


Of the 88 companies reporting the issuance of some nurse benefits, 28 indicated 
that they issued a benefit for the expense of a nurse in the hospital. Forty-one 
companies indicated that they provided a benefit against the expense of nursing 
care in the home. For the purpose of the following tables, those companies which 
did not indicate whether the benefit was payable in the home or the hospital were 
included with the companies paying the benefit for the nurse in the home. Only 
one company indicated that nurse benefits were available in maternity cases. 
Table 22 shows the distribution of maximum benefits for nurse care. 
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TABLE 22.—Percentage distribution of companies by maximum limits with respect to 
nurse expense benefits in individual policies 


(1) MAXIMUM DAILY NURSE BENEFIT 























| | 
| For insured persons For dependents 
Year zi ee Mew alee ; 
Less than | $10 More than | Less than $10 More than 
$10 $10 $10 | $10 
| 
Nurse in hospital 
——$+ J a ee eam 
Peccent |Percent| Percent | Percent | Percent Percent 
1940 pe ea ras 77 | 23 | 0 | 88 12 0 
Un hen Redoone on 64 | 7 | 9 | 78 | ll 11 
1950 sid aandoeie al ose 39 | 7 14 47 | 35 18 
tee Soe 8m a OH Se ae RL 
| Nurse in home 
1940 : pies os 7 23 | 3 | 100 0 0 
1945_. as estes Se 65 | 28 | 7) 88 6 6 
1950. : ea 45 39 | 16 | 55 29 16 
| i | 





(2) MAXIMUM LENGTH OF NURSE CARE FOR WHICH PAYMENT WILL BE MADE 








For insured persons For dependents 
Year Lt Paté: Leas . . ‘ 3s ae ee as Pree sp 
Less than | .< | More than} Less than |.) ,....| More than 
90 days | 90 days 90 days | 90 days 90 days 90 days 
& a s Dt AW ie SG Bh green hak 
Nurse in hospital 
| Percent | Percent Percent Percent | Percent Percent 
1940 ‘ | 58 21 | 21 71 29 0 
1945 ae | 55 20 25 50 38 12 
1950 sihdaliarintislaieest 62 | 27 | 11 50 36 14 
Nurse in home 
1940 55 | 15 | 30 | 6 22 22 
1945 - a | 62 | 16 22 | 56 25 19 
1950 61 | 25 14 | 50 34 16 
| 


In contrast to the tendency to extend hospital-benefit limits beyond 90 days 
it is evident that, with an increasing number of companies offering nurse benefits, 
the tendency is to limit the benefit period to 90 days or less. This would seem to 
be a reasonable tendency as any necessity for nursing care for more than 90 days 
would occur much less frequently than an extended period of hospitalization. 

In table 23 an analysis is offered of the distribution of companies according to 
the maximum amounts payable under medical expense benefits. Because of the 
diversity of benefits, however, no attempt has been made to distinguish between 
the benefits which are expressed at a per diem or per call rate with a maximum 
number of days of benefits or maximum number of calls, and the blanket type 
under which payments are made up to a maximum aggregate amount subject 
usually to a deductible feature, nor has any distinction been made among benefits 
payable only on an in-hospital basis for total disability and those payable on a 
comprehensive basis. In the case of a policy paying a per diem benefit of $3 for 
up to 70 days, for example, the limit has been taken as $210. In some cases the 
limit specified relates to any one disability or to any one sickness, whereas in other 
cases it relates to a period such as any 12 months or any policy year. 
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TABLE 23.—Percentage distribution of companies by maximum limits with respect 
to medical expense benefits in individual policies 


Maximum limit 


| 
For insureds | For dependents 


| 
| 





Less than| More | Less than on | More 
| $250 | $250 | than $250| $250 $250 | than $250 

Year: Percent | Percent | Percent | Percent | Percent | Percent 
1940__..- ite a mapa naires 69 4 | 27 | 71 7 22 
OE fio candied See tas 71 6 | 23 | 82 0 | 18 


1950 idee asm ‘ 49 10 41 | 51 13 36 


Another important development of the past decade has been the making avail- 
able of health insurance protection to persons at the older ages. As mentioned 
earlier, the original limitation in the case of group hospital expense insurance of 
age 70 was removed before 1940. A number of companies are now issuing individ- 
ual policies providing hospital, surgical, nurse, and medical expense benefits 
without age limit, and a larger number of companies will renew these benefits 
without any specific age limitation, even though they may have such a limit with 
respect to new policies. Table 24 indicates the current practices of the companies 
reporting on this question. 


TABLE 24,—Distribution of companies by maximum age limit on issyance and 
renewal of individual health insurance policies 


(A) AGE LIMIT AT ISSUANCE OF POLICY 
Medical ex- 


| Hospital ex- Surgical ex- 
pense 


| Nurse expense 
pense pense a 


Maximum age limit 





| Men | Women| Men |Women; Men |Women, Men | Women 








> 











annie J cetieienell 1 2 | 1 2 | 1 4 2 3 
Be ceenss eas 24 25 21 | 23 23 21 20 t 
58-60. ____- ee 34 | 28 | 32 | 25 21 15 21 20 
61-64__- 8 8 | ~ 7 4 2 1 1 
OB i sms . ; 26 | 24 22 | 22 | ll 12 13 13 
66-69 __ _- ave 6 | 6 | 4 4 2 2 2 2 
7. 4 11 | 9 10 8 5 ; 9 7 
74-76 _ - . ie Lik : 12 | 12 12 12 5 5 7 7 
cs i ; 6 6 | 6 | 6 2 | 3 1 1 
ae ca al 2 2} 1 
ican 2 2} 2 | 2 2 2 1 1 
No limit ‘ 6 6 | 6 | 6 1 ] 4 4 
Total_._- - a 138 130 125 118 77 70 81 73 
(B) AGE LIMIT AT RENEWAL OF POLICY 
44-50... she Sabo ies eekatety ‘ ‘ 1 1 
Gi Pe bpeveen. sibs Saledectes 1 , eal 1 2 1 1 
Meh ce. ess tk aise 11 15 | 9 | 15 | 8 12 10 6 
6LM...«-.-s Kcleesbatnsenad . 12 | 8 | 12 | 9 9 | 4 6 6 
25 ena ata oad 18 13 17 | 12 14 | 9 7 4 
ES och dgntacean bawioue us un 5 4 4 | 3 2 1 2 1 
Diandd ons pian mane diced ll 11 ll 10 7 8 9 10 
a. Api nccadeuweces ae 5 4 | 5 4 2 1} 4 3 
ccd avekesinds<s nciinties ena 4) 4 4 4 | a 1 1 1 
seit eer atetiienataesiencer 32; 32; 21 21 13 13 17 17 
Salteteli i csci es : 98 | 92 | 83 78 | 57 51 58 50 
UO I isl Soins ennai stitial 40 | 38 42 40 | 20 19 23 23 
OR ids Sot eeenehe33 | 138) 130] 125] 118] 77 | 7 81 73 
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The minimum age limits for children have, in many cases, been reduced. In 
table 25 the companies reporting their age limits on dependent children are 
classified according to the minimum age at issue. 


TABLE 25.—Distribution of companies by minimum age limit on issuance of 
individual health insurance policies 




















| | 
ss . .. | Hospital | Surgical | Nurse | Medical 
Minimum age at issue expense | expense | expense | expense 

| | 

0 Satvotndsesmeiteieeacainniniiie iret ae cae OS Nie ie 18 | 17 | f 8 
1 day. aE es eon feat 4 4 | 2 2 
14 days Pee | ened ee eS EPA US SAD eo Ree | 7} 7 4 4 
SD nib teennsinapibs eps oinisnisietetendbaalieds icneiieattion ee 2 | 2 | 2 | 1 
Tl! ee a Ee) Ae 14 | 14 6 | 8 
I I So a a 55 §3 | 19 | 32 
RN ee eee ee fae te. 5 3 | 1 | 1 
ce le oe “2 9 | 7 | 4 | 5 
I Fs eee ake . 5 | 3 | 4 | 1 
eer nes 6 So ea Ae as Ee ae ac oe ee | 5 | 3 | 6 | 3 
| Pe or en eer 7 es a 
Ls tb sniedineinunsupmniginadusnet Hansire ave onside 124 | 113 54 | 65 





In the special questionnaire on individual policies the companies were asked 
to state what important changes in underwriting rules or in policy provisions 
have been made in the last 10 years. Seven companies reported that the exclu- 
sion of benefits in cases covered by workmen’s compensation was removed, while 
10 companies reported the addition of this exclusion. Otherwise, the number of 
exclusions removed outnumbered the exclusions added by more than 5 to 1. 
Fifty-two companies reported that they had liberalized the surgical schedule, and 
47 reported that the limit on hospital expense benefits had been increased. 
Increases in age limits were reported by 12 companies. 

Among the other extensions and liberalizations made by a number of insurance 
companies with respect to health and accident insurance during the past 10 years, 
the following are perhaps most important: 

1. Policyholders entering military service have been given suspension privileges 
and other special privileges beyond the terms of their contracts. 

2. Aviation coverage has been liberalized retroactivelv. 

3. Surgical fee schedules have been liberalized retroactively. 

4. Limits under blanket accident expense benefits have been increased 
retroactively. 

5. The trustee group plan has been devised, extending the facilities of group 
underwriting to thousands of employees in small establishments. 

6. Territorial limitations have been broadened, world-wide coverage having 
been granted in many cases. 


IV. BENEFIT PAYMENTS AND OPERATING RATIOS 


Insurance companies necessarily accumulate statistical data for the purposes of 
establishing new premium rates, testing the rates in use and granting equitable 
dividends or rate adjustments. For these purposes it is often sufficient to obtain 
data on premium income and benefit payments without developing a more detailed 
analysis. In order to avoid incurring unnecessary expenses, the companies gen- 
erally limit their statistical studies to the minimum essential to sound operations 
and to the determination of equitable premiums or net costs. So far as the figures 
so available permit, this chapter presents information on the extent to which 
benefits are paid and on operating ratios. 


Benefit payments 


The benefit payments under hospital, surgical, and medical expense policies fur- 
nish a reflection of the extent to which insured persons utilize hospital, surgical, and 
medical services, at least insofar as such services entitle them to benefit payments. 
However, for the reasons just stated the amount of data available with respect to 
the frequency of claims and the average duration or amounts paid on each claim 
are not extensive. 

Group policies.—In the case of group policies, a further limiting factor on the 
collection of statistics to be noted is that many groups are on what is termed a 
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self-accounting basis, under which the employer maintains the records of the 
individual employees. In such cases the insurance companies are further limited 
in the analyses which can be made on the basis of individual lives 

However, in the two tables which follow, hospital claim data of a leading group- 
writing company appear. Comparisons of these statistics with those of several 
other leading companies indicated that they are representative of the business for 
the years to which they relate. To permit a division of the data by dependent 
units into separate rates for wives and children a study was made of the distribu- 
tion of a large sample. It was found that in 100 dependent units there were, on 
the average, 5 consisting of children only, 30 consisting of a wife only, and 65 
including wives and children. From population statistics it was found that in 
each family which included one or more children the average number of children 
was 1.8. The average number of dependents per dependent unit developed from 
these figures is 2.2. 

Table 26 presents average rates of incidence and duration of claims for hospital 
expense, while Table 27 gives the distribution of hospital expense claims according 
to length of stay in the hospital. 


TABLE 26.—Claim frequency and average duration under hospital expense insurance 
provided through group policies of a typical company 


| Number of claims in a 


year per 1000 exposed Average 


; claim dura- 


’ es of experie : . 
Year of experience eae . tion in 


| 194647 | 1948 days, 1945 
Personal coverage: 
De. Like do bee ? : tiers es 68 68 9.4 
Women: 
Excluding maternity __- ee lie ccd 65 76 8.2 
Maternity only____. ; : 33 38 9.0 
Dependents’ coverage: 
Wives: 
Excluding maternity : : 89 88 10.0 
Maternity only . ion 3 ; 79 79 9.0 
Children._.__- itaceasode ens 6 eee beac ta ‘ 60 60 4.9 


The next table shows the distribution of hospital expense claims according to 
length of stay in the hospital. 


TABLE 27.—Distribution of hospital expense claims by duration of hospital confine- 
ment according to the 1945 experience of a typical company 


| 
' 
Personal coverage | Dependents’ coverage 
a 7 : a | 
| , } ee j 
Length of stay in days Women Wives 


| Men Children 

| Excluding | Maternity | Excluding | Maternity 

| | Maternity | only | maternity only 

| | | | 
a Ep — —- Jeanne NN EEE — - - aemenes 
Percent | Percent Percent Percent | Percent Percent 
RS on cies Shaded ein diane 52.5 | 52.0 | 22. 5 44.7 | 21.3 77.8 
ES Se Re, 25.9 | 33. 7 77.8 32.8 78.7 | 15.4 
BI i sili wm seed dn antettih db leie mala 11.8 O68 3s8 6. tasd 14.4 3.5 
BE die ocnene one 3.6 2.5 3.7 1.2 
GT Pi etttuascdbustnseccedus | 6.2 | 2.3 4. 2.1 
TN icra shitantdtons 100.0 | 100.0 | 100. 0 100. 0 100. 0 100. 0 
| | 


In the following table rates of claim incidence and average costs under group 
surgical expense insurance are shown. These data are based on the results of 
the group surgical claims study, referred to in chapter III, adjusted to the level 
of per capita claim costs in 1949. These statistics reflect the old $150 schedule 
commonly used before the adoption of the new $200 schedule, which as mentioned 
was developed following the surgical claims study. 
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TABLE 28.—Claim frequency and average duration of claims in 1949 under surgical 
expense insurance provided through group policies 





| average | Number | aver 
| maximum lyear per 1,000 amount of 
limit exposed | each claim 
a a 
Personal coverage: | 
a Te a i gt eR a Ee $150 | 52 | $48 
Women: | | 
rnnneeae Uy on So eee sree Sh ot 146 77 | 61 
no TET SPs Ss SCE 146 | 36 | 49 
Dependents’ coverage: 
Wives: | 
FEED FOLIO NE AGT CRE 132 77 | 63 
SpUnNINIIEN 13. Shoe a Sou a Ie 132 67 | 44 
Ns detent PA stltniniresan biielibn eed pilitatawiggeccetek vudeor’y 132 | 73 | 31 


The varying maximum surgical limits shown above reflect the fact that it is 
customary to sell fractions or multiples of the standard schedule. Reference to 
table 12 in chapter III will indicate that for all companies the average maximum 
limits in force exceed those shown above. 

Individual policies.—While little data with respect to individual insurance are 
available, some studies have been made which give comparable rates and aver- 
ages. In 1947, the hospital insurance committee of the Health and Accident 
Underwriters Conference published a report based upon statistics submitted by 
a number of member companies. The composite data were divided into three 
classes according to the liberality of the insuring clause and of other policy pro- 
visions. As the bulk of the experience was reported on the class with the most 
liberal provisions, the results for that class only are presented below. The origi- 
nal data, which were given in terms of months of experience, have been converted 
to an annual basis in the following table. 


TABLE 29.—Claim frequency and average duration of claims under hospital expense 
insurance provided through individual policies 


Approximate | 





- 
Number of Average | Days of hos- 
a a | Claimsina | claim dura- | pitalization 
-_ comet year per | tionin | perlifein 
| es | 1,000 exposed days each year 
ee cident teeatehae Be. YY 450, 000 | 83 6. 92 . 57 
Women: | | | 
Excluding maternity-_-.......- co | 25, 000 | 109 | 7.88 | i) 
_Maternity only --_.___- - : 50, 000 | 44 3) (4) 
Children . eae is eae 20, 000 7 4. 36 32 
j 


1 Not stated. 


The special questionnaire on individual policies previously referred to included 
a request for data on claim frequencies, durations, and similar matters. Several 
companies were able to furnish figures from which table 30 has been prepared. 
The wide variation shown in table 30 probably reflects, primarily, differences in 
the composition of each company’s policyholders and their insured dependents, 
if any. To a lesser extent the variations may be due to differences in policy 
provisions. 
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TABLE 30.—Claim frequencies and average durations of payment: Experience of 
several companies under individual policies 


| 


Hospital claims 


Company | Period Number of 
claims in a 
year per 1,000 


Average 
duration in 


exposed days 

A inane ‘ | (4) 161 7.4 
B ; 1949 126 6.4 
cC (1) 82 w¥ 
D (1) 100 7.5 
E . : ; 1929 70 12.0 
a 1948 83 12.5 
G—Men 1949 (1) 8.6 

Women ; ‘ 1949 (1) 7.2 

Children s 1949 ( 3.3 


1 Not stated. 


Operating ratios: Distribution of the premium dollar 


Group policies—With respect to total group health and accident premiums, 
comprehensive data from the Life Insurance Association of America’s annual 
survey of group insurance are shown for the years 1945 through 1949 in table 31. 


TABLE 31.—Group health and accident premium income in the United States 


ee | Hospital | Surgical Medical 


Total All health 
} expense | expense expense ? and accident 
1945 | $55, 700, 000 $32, 900, 000 $1, 500, 000 $90, 100, 000 $215, 000, 000 
1946 | 63, 700, 000 40, 200, 000 | 2, 400, 000 106, 300, 000 | 228, 700, 000 
1947 ‘i } 91, 900, 000 52, 500, 000 4, 300,000 | 148, 700, 000 306, 200, 000 
1948 5 123, 300,000 | 72,600, 000 | 6, 100, 000 202, 000, 000 385, 600, 000 
1949 ; 146, 500,000 | 88, 100, 000 | 8, 600, 000 243, 200,000 | 460, 400, 000 
i | 


While there are some published data based on aggregate health and accident 
premiums, benefits, and expenses, the information given in these sources does not 
include policyholders’ dividends, an item which, in 1949, amounted to more than 
$35,000,000 for all United States companies. Some of the published figures on 
individual health and accident insurance include in the premium income, benefits, 
and expense accounts, amounts relating to life insurance arising from policies of 
combined life, health, and accident insurance, usually issued on the weekly 
premium basis. Since a large part of life insurance premiums is required for 
reserves rather than for current claim payments, the result of including premiums 
and claims for life insurance protection is to understate the ratio of benefits to 
premiums. Furthermore, the published data on individual policies include a 
great deal of accident business and are therefore not representative of underwriting 
results for health insurance. In the absence of complete and relevant data for all 
companies, sample studies have been made to indicate the general level of benefit 
payments, expenses, and margins for contingencies and profits. 

In computing the ratios presented in tables 32 and 33 the benefits and claim 
expenses have been related to premiums earned while the underwriting expenses 
have been related to premiums written or received. This is the practice followed 
by Best’s Spectator, and other insurance analysts. The reason why it is appro- 
priate for the differing denominators to be used is explained in appendix G. No 
separate item is shown for amounts set aside as legal reserves, since such amounts 
are absorbed in converting to the incurred or revenue basis. Premiums earned 
represent premiums received less the increase in unearned premium reserves. 
Benefits and expenses incurred represent the amounts paid plus the increase in 
the corresponding accruals or reserves. 
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Table 32 shows the aggregate underwriting results of the group health and acci- 
dent business of the seven companies writing the largest volume of this business. 
The companies included in this compilation represented, in 1949, over 65 percent 
of the total group health and accident business. In order to put the figures on a 
consistent basis, dividends to policyholders granted by mutual companies have 
been deducted from premiums. As previously explained, the stock companies 
grant rate credits which have been deducted from the premiums reported. The 
dividends returned by the four largest mutual group-writing companies in 1949 
averaged 17% percent of the premiums earned, and it is believed that rate credits 
granted by the stock companies would be approximately of the same order. It 
should also be noted that all the figures given in table 32 are with respect to the 
total group health and accident business, including weekly indemnity and acci- 
dental death and dismemberment, there being no separation generally available 
between these lines and hospital, surgical, and medical expense insurance. How- 
ever, it is the opinion of those best informed concerning this business that the 
benefit ratios under hospital, surgical, and medical expense insurance are gener- 
ally higher than for the other health and accident lines. 


TABLE 32.—Group health and accident premiums, dividends, and operating ratios, 
based on aggregate figures of 7 leading companies 






































| 1945 | 1946 | 1947 1948 1949 
| "| | 
Premiums written..............-....- | $167,795, 851} $171, 396, ae $220, 647,077) $268, 217, 578) $316, 640, 536 
Premens OG os oe ca cnnems 161, 174, 487} 164, 217,827! 210, 281,610) 261, 418,664 311, 673, 456 
Dividends incurred ___- : 12, 675, 962} 21,554,727) 25, 296, 650} 28,370,174) 32, 581, 618 
Premiums written less dividends _- 155, 119, 889} 149, 841, 642! 195, 350, 427) 239, 847,404) 284, 058, 918 
Premiums earned less dividends ._ - - - 148, 498, 525) 142, 663, 100} 184, 984, 960) 233, 048,490) 279, 091, 838 
Distribution of premium income: ! Percent Percent | Percent Percent | Percent 
Benefits incurred__............--- | 79.3 76. 1) 78. 6) 79.3 79.9 
Claim expenses... . - ee 1. 9| 2. 2) 2. 3} 2. 0) 2.1 
Commissions and acquisition - ts 5.1 6.2 7. 2} 6.8) 7.1 
Taxes, licenses, and fees -_-_-_--- 2.3 2.4 2.4 2. 3} 2.5 
All other expense. __- = 5.0 6.9 7.1 69 5.7 
Provision for contingency Te- | 
serves, sufplus, and profits _. 6.4 6. 2 2. 4} 2.7 2.7 
lal cca i clinician cr als ler ceaaeleni nataseintcas 
ci anakwheketors aitchanbnil 100. 0) 100. 0 "100. | 100. 0 100. 0 





' Benefits and claim expenses are related to premiums earned less dividends to policyholders; other ex- 
penses are related to premiums written less dividends to policyholders. The provision for contingency 
reserves, surplus, and profits is a balancing item. 


Individual policies—A complete separation of hospital, surgical, nurse, and 
medical expense premiums and benefits is unobtainable since these premiums and 
benefits are frequently a part of a policy providing indemnity benefits for loss 
of time from disability. However, for the purposes of this report, the special 
questionnaire previously referred to included a request for detailed information on 
premiums, benefits, and expenses separated in this manner. The companies were 
asked to report separately, where possible, the data for each of the past 5 years on 
hospital, surgical, nursing, and medical expense insurance. Schedule H of the 
life insurance annual statement blank calls for such a separation where these 
expense benefits are issued in separate policies, but since this schedule has been 
in use Only since 1947, the figures collected on the expense coverages were not 
reasonably comparable except for the past 3 years. The results of this study for 
these 3 years based upon the returns of 71 companies are presented in table 33. _ It 
should be emphasized that the business included in table 33 is by no means all of 
the hospital, surgical, and medical expense insurance issued through individual 
policies. In addition to the business not reported there is a large volume of such 
coverage included in weekly indemnity policies or which for some other reason 
was not separately recorded. 
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TABLE 33.—Health and accident premiums and operating ratios under individual 
policies of segregated hospital, surgical, nurse, and medical expense insurance ! 








1947 1948 1949 

Premiums written... ___- en ee ee ae Se Fk | $45, 204, 146 $59, 817, 413 77, 069, 254 
NN en ene nn en eee nena eee en idee 42, 945, 270 57, 546, 625 73, 813, 841 

Distribution of premium income: ? | Percent r P erce cent ey P erce nt 
ali at Ee a : os4ce enable .| 49.6 47.9 55.4 
Claim expense --______. ; seed ob lytsane 1.9 3.0 3.7 
Commission and acquisition SNE Los HAS sa esl | 29.9 29.4 27.0 
Taxes, licenses, and fees... __ i sicheh  icianih dant buctceatie 1.9 1.9 2.1 
All other expenses - ___ a eS 8.1 9.3 8.9 
Provision for contingency reserves, surplus, and profits _ __| 8.6 8.5 2.9 
NS cian cvane ai ; a aide teadian Gauabiee 100. 0 100. 0 100.0 


1 Data based on a moles © of 71 companies to special questionnaire. 
? Benefits and claim expenses are related to premiums earned; other expenses are related to premiums 
written. The provision for contingency reserves, surplus, and profits is a balancing item. 


The low-claim expense ratios shown for 1947 probably reflects a change in the 
classification, for accounting purposes, of the expenses of some of the companies. 
It should also be noted that in some companies policies are issued and other 
administrative or operating functions are performed in branch offices and charged 
to acquisition expense. Therefore, the item of commissions and acquisition costs 
includes considerable expense which is not directly related to the sale of the 
insurance. 

Unlike group health and accident insurance, the individual business is, for the 
most part, on a nonparticipating basis. The few tompanies, however, which do 
issue participating policies have paid substantial dividends. In 1949 the policy- 
holders’ dividends distributed on individual health and accident policies by 
companies furnishing these data aggregated over $500,000. 


Comments on operating ratios 


The ratio of health and accident insurance benefits to premiums is subject to 
cyclical changes and other variations. While the period under review has been, 
on the whole, very favorable from an underwriting standpoint, it is to be noted 
that a rising trend in benefit ratios is indicated in tables 32 and 33. The history 
of health insurance gives evidence of the necessity of holding in reserve earnings 
from years of comparatively low benefit payments to be prepared for years in 
which such payments are at a high level. For example, during the influenza 
epidemic of 1918 and the depression years of the early thirties, many companies 
writing health and accident insurance found it necessary to draw upon previously 
accumulated surplus to meet the claims which were presented. During the 
early years of World War II the group health insurance experience was likewise 
marked by extremely high ratios of benefit payments to premiums because of the 
changed composition of the employees insured, many women and older men 
having been employed to fill new jobs and to take the places of the young men who 
went to war. 

It will be noted from the two preceding tables that the item of ‘All other 
expenses,”’ which consists principally of general operating expenses, represents a 
relatively small proportion of the premiums in the case of either the group or the 
individual insurance and that, despite rising price and wage levels, has been held 
within a narrow range. Taxes, of course, are principally an added source of 
general revenue for government, since only a small portion of the total is required 
for the expense of maintaining the State insurance departments, the original 
purpose of the premium tax. 

In comparing expenses under group and individual policies, the principal 
difference will be noted in the item of commissions and acquisition expenses. It 
should be mentioned that the methods of various companies differ widely and that 
some include under acquisition costs many branch or regional office expenses, 
including those for issuing policies and collecting premiums. The reason for the 
higher commission rates on individual policies is that the salesman is dealing in 
smaller units than in making group sales. On the individual basis a single sale 
covers only one person or one family, whereas in group selling one contract may 
cover dozens, hundreds, or thousands of lives. The economy of the group method 
is obvious, but it is also clear that the methods of mass coverage cannot reach all 
persons who need or desire insurance. 
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There still remain in our society and economy many individuals who do not fall 
within an insurable group through their occupation or otherwise. Many others 
need and desire supplementation of the group coverage that is available to them. 
Of necessity, group benefits can only very roughly approximate the insurance needs 
of individual employees, whose domestic problems, personal resources, habits, and 
goals differ so widely. The salesman of individual insurance fulfills his mission 
by bringing this protection to such persons, fitting it to their individual needs, 
desires, and ability to pay, and standing ready to be of assistance whenever 
possible. 

Our economy is based on a system of distribution of goods and services, without 
which our large industrial and financial organizations could not have been built. 
The salesman plays an essential part in this system, whether he is selling manu- 
factured goods which require extensive production facilities or selling a service 


such as insurance where a large number of customers is required for successful 
operation. 


Vv. OTHER ACTIVITIES OF INSURANCE COMPANIES IN THE HEALTH FIELD 


In addition to hospital, surgical, and medical expense insurance, insurance 
companies offer many other insurance types which assist the Nation’s citizens in 
meeting the costs of sickness and accident. Mention is made of these other 
forms of insurance elsewhere in this study. But beyond the direct issuance of 
insurance, the companies make a variety of other contributions which directly 
or indirectly advance the Nation’s health. 

This chapter is concerned with such further contributions. In particular, 
the work of the Health Insurance Council is considered, and the functions of the 
Life Insurance Medical Research Fund are described. Various other noninsurance 
aspects of insurance company activity are mentioned briefly. 


The Heath Insurance Council and its work 


The Health Insurance Council was established in 1946, as stated in chapter 
I, primarily to provide a channel of communication between insurance companies 
on the one hand and doctors, hospitals, and their organizations on the other. 
As constituted at present, the council is made up of representatives of the follow- 
ing insurance associations: The American Life Convention, the American Mutual 
Alliance, the Association of Casualty and Surety Companies, the Association of 
Life Insurance Medical Directors, the Bureau of Accident and Health Under- 
writers, the Health and Accident Underwriters Conference, the International 
Claim Association, the Life Insurance Association of America, and the Life 
Insurers Conference. 

The purposes or objectives of the Health Insurance Council have been set 
forth by the council in the following formal statement: 

“The programs providing voluntary health insurance coverages, including 
medical, hospital, and surgical expense benefits are recognized as being in the 
public interest. The Health Insurance Council has been formed of organizations 
which represent various types of insurance carriers writing health coverages to 
offer its technical and practical counsel regarding such coverages to groups within 
the medical profession or connected with hospital administration. 

“lo the end that such voluntary coverages may better serve the needs of the 
insuring public, the Health Insurance Council is available to such groups: 

“1. For conference regarding their sponsorship or endorsement of voluntary 
plans for insuring medical, hospital, or surgical expenses to be underwritten by 
private insurers. 


“2. For the consideration of means for improvement in the effectiveness of such 
voluntary plans. 


“3. As a source of factual information concerning the extent and nature of 
health insurance coverages. 

“The foregoing purposes are subject to the limitation that the Council shall 
not in any way bind any insurer in the use of premium rates, policy forms, cover- 
ages and classification of risks, or otherwise limit an insurer’s freedom of action 
in the conduct of its business.” 

In pursuit of these objectives, the Health Insurance Council during the first 
4 years of its existence has engaged in two main activities, apart from the annual 
surveys of voluntary health insurance coverage that have been considered pre- 
viously. For one thing, the council has worked with hospital representatives in 
various cities and areas in the development of hospital admission plans, the pur- 
pose of which is to provide'a practical and effective method by which the hospital 
may ascertain what insurance protection against hospital expenses a patient has 
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at the time of his admission. Secondly, the council has given advice and assist- 
ance to the physicians of several States and the development of surgical expense 
insurance plans providing for insurance company participation in the distribution 
and underwriting of the benefits. As collateral outgrowths of these cooperative 
endeavors by the council, uniform claim blanks designed to simplify the work of 
hospitals and doctors in certifying their patients’ claim papers have been developed, 
and insurance company representatives and doctors have been able to share their 
experience in the development of surgical-fee schedules. 

Hospital admission plans.—Because the hospital admission plans are a new 
development about which there is little public knowledge, perhaps a relatively 
full discussion of them is in order. To begin with, for a period of years there has 
been a growing concern on the part of hospitals over the diversity and complexity 
of the claim forms which hospitals are called upon to complete in connection with 
patients’ claims for benefits under various hospital insurance plans. This led 
some hospitals to charge a fee for the completion of claim forms and many hospi- 
tals that had not adopted such practice were seriously considering doing so. At 
about the same time there was growing dissatisfaction in some areas of the country 
because hospitals did not recognize potential insurance benefits as an offset to cash 
deposits which might be required on admission of a patient to a hospital. 

Vithout undertaking to trace the details of the development, a series of events 
in Chicago in 1948 had the effect of bringing hospital managers and insurance 
people together, and from the exchange of thinking that followed, arrangements 
have been worked out which have been mutually beneficial to both hospitals and 
to a large segment of holders of insurance. These arrangements have crystallized 
into what are called hospital admissions plans. ‘Two broad types of plans of this 
kind have evolved which may be described briefly. 

The first type is widely known as the Chicago plan because it is the plan which 
was developed for the Chicago area, although some of its underlying ideas were 
taken from a plan which had been developed earlier in the Cleveland area. Under 
the Chicago plan, each participating hospital has a file of cards containing the basic 
features of existing group insurance plans of employers cooperating in the arrange- 
ments. This data card also contains the name and telephone number of a repre- 
sentative of the employer whom the hospital people can contact. 

If an individual insured under such a plan applies for admission to a hospital, 
he reports the name of his employer to the admissions clerk. The admissions 
clerk refers to the card file to ascertain the amount of coverage and will generally 
call the designated employer representative to ascertain that the individual is 
actually insured. The hospital also has available a standardized uniform claim 
form and assignment form. If the individual seeking admission to a hospital 
assigns his insurance benefits to the hospital, the hospital is then in a position 
to give appropriate credit to the individual against any cash deposit which the 
individual otherwise would be asked to make on admission to the hospital. 

This arrangement is very similar to the arrangements that exist with respect 
to Blue Cross subscribers, although in the case of Blue Cross, since no cash benefits 
are payable to the individual, no assignment of any benefits is required. This 
plan, sponsored by the Chicago Hospital Council, is a plan of the hospitals and 
not a plan of the insurance industry, although the industry, of course, cooperated 
in its establishment. The Hospital Council acts as the clearinghouse in all 
dealings between participating insurance companies and the participating hospi- 
tals. For example, if a particular company issues &@ new group policy which is 
to be included in the plan, the insurance company sends a copy of the data card 
to the Hospital Council which reproduces it in sufficient quantity to distribute 
to each participating hospital. he insurance companies on their part pay a 
fee for each card, which is intended to reimburse the Hospital Council for the 
extra expenses it incurs incidental to the plan. 

So far it has been deemed practical to make these arrangements under the 
Chicago plan available only with respect to group insurance. It is, of course, 
optional with the individual employer whether his group insurance plan is to be 
included in the arrangements. Conversely, it is optional with hospitals whether 
they will participate in the plan. In the Chicago area the great majority of 
hospitals are participating. The problems which have arisen under this plan 
since its establishment late in 1948 have been of a relatively minor nature, and 
the consensus is that the plan is functioning to the satisfaction of all concerned. 

As previously indicated, a plan essentially similar to the Chicago plan had been 
operating in the Cleveland area for some years before 1948. More recently it has 
been revised and extended, closely following the Chicago pattern. A Chicago 
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type of plan was established in New York City in June 1950, and a plan com- 
menced operation in San Francisco late in 1950. 

The second type of plan is referred to as the Milwaukee plan, since it was first 
developed for use in the Milwaukee area. Under the Milwaukee plan participating 
employers are provided with a combination information and hospital claim form 
with provision for assignment. An employee who wishes to utilize his insurance 
as an offset to any cash deposit which a hospital might require, obtains a copy of 
this form from his employer prior to admission to a hospital. This form acts as a 
certification to the hospital that the individual is insured and gives the hospital 
pertinent facts as to the insurance. From this point on the handling of the 
assignment of benefits and the hospital section of the c!aim form are substantially 
identical with the Chicago plan. However, the hospitals participating in the 
Milwaukee plan do not undertake to maintain a file containing the data on plans 
of participating employers nor do they undertake as a matter of routine to call 
or otherwise contact employers to confirm the existence of insurance, this being 
the function of the certificate issued by the employer which is accepted as being 
valid for seven days after its date. 

The Milwaukee plan has the advantage of not requiring a centralized hospital 
agency for its successful functioning, since the relationship is directly between 
the participating employers and the hospital. This eliminates the charge required 
under the Chicago type of plan. It does, however, call for some additional effort 
on the part of the employee and the employer, although the arrangements are very 
simple and straightforward. 

The Milwaukee type of plan is now functioning not only in Milwaukee but in 
St. Louis, Mo., in the State of New Jersey, in the Province of Ontario, and a 
plan of this type will probably be established in the Detroit area in the near future. 
Several other areas have evinced an interest in hospital admissions plans, and 
when established they will probably be of the Milwaukee type. 

As previously indicated, an important development which has been incor- 
porated in these hospital admissions plans is the uniform and simplified hospital 
report incorporated in the claim form. The sponsorship of this report form by 
the American Hospital Association and its wide adoption by insurers has accom- 
plished a great deal in satisfying the criticism voiced by many hospital managers 
concerning the complexity and diversity of forms with which they were required 
to deal. 

From the standpoint of the country as a whole, this development with respect 
to the claim form has had a very wholesome effect in improving relations among 
hospitals, insurance companies, and insured persons, and it is possible that the 
removal of this obstacle in the way of good relations with hospitals may obviate 
the necessity of establishing further admissions plans, at least in some areas. 
While not as much has been accomplished in the matter of claim forms for individ- 
ual policies, nevertheless considerable progress has been made in that area also, 
the Milwaukee type of plan being adaptable to use with individual policies. 

These developments have brought together insurance and hospital representa- 
tives of different parts of the country and have led to an exchange of thinking on 
problems of current interest which has been helpful to both sides and, more parti- 
cularly, have served to strengthen the position of voluntary prepayment plans 
generally. 

Medical society surgical expense plans.—Perhaps the most perplexing and 
challenging activities of the Health Insurance Council have been in connection 
with plans sponsored by State medical societies and designed to be underwritten 
by insurance companies. Such plans have been developed in Wisconsin, Rhode 
Island, Maine, and Tennessee, and one is soon to be announced for Georgia. 

Increasingly, doctors have come to see the need for supporting voluntary 
insurance efforts to meet the problems presented by the cost of unpredictable 
medical expenses, even to the point of their making such insurance available to 
the public. This has resulted in the establishment in many localities of Blue 
Shield-type organizations, which are in effect insurance companies sponsored by 
doctors and often controlled by them. . In the Blue Shield-type arrangement, the 
participating physicians usually become the ultimate underwriters through agree- 
ment to accept proportionately reduced fees in the event that claims exceed the 
premium provision for them. 

In some areas, however, there has been the feeling on the part of physicians that 
they should lend their support to existing insuring agencies directly, rather than 
to set up independent and competing insurance companies, with themselves as 
the ultimate underwriters. This view has been largely responsible for the 
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development of State-wide medical society plans which may be underwritten by 
any admitted insurer through group or individual policies. 

lhe Health Insurance Council, operating through a subcommittee designated 
for the purpose, acts on behalf of the insurance industry in working with the 
medical society in the development of such a plan, and then continues to represent 
the industry after its inauguration. The Health Insurance Council makes avail- 
able to the doctors the experience and technical knowledge of the insurance 
industry and, through the associations which it represents, acts as a liaison with the 
individual companies—although, of course, the Health Insurance Council cannot 
commit any company in any respect. 

Initially, these plans have been limited to surgical and obstetrical procedures 
although it is hoped that gradually they will extend to cover medical costs as well. 
The basis of such a plan is the stipulated schedule of surgical and obstetrical fees in 
return for which the doctors are prepared to guarantee service without additional 
charges to insured persons whose incomes fall below the plan’s income limits. 
First, the medical society acts to secure the participation of member physicians 
in the plan through their agreement with the society to accept the fees of the plan 
without extra charge from insured individuals whose incomes are below the income 
limits. The doctors may charge additional fees to persons with incomes above the 
plan’s limits, to whom the plan’s benefits come as an indemnity. 

The effectual guaranty of service benefits by the doctors is probably the most 
important aspect of these plans from the standpoint of the insurance industry. 
Such a guaranty is the only substantive addition that the doctors can make to 
the regular surgical] insurance sold by the companies so widely. It meets the 
criticism voiced by some that the existence of insurance merely serves to increase 
the aggregate cost of medical care, and it answers the demand for service benefits 
in the field of medical care. 

After securing the participation of a substantial majority of its member physi- 
cians, the medical society announces the effective date of the plan and invites the 
participation of insurance companies and of the Blue Cross. Any duly licensed 
company or Blue Cross plan may secure approval to underwrite the plan by sub- 
mitting a policy incorporating the stipulated schedule of benefits. The partici- 
pation of the Blue Cross on the same basis as the insurance companies is greatly 
to be desired not only because it represents another existing insurance facility, 
often with a very substantial market, but also because the Blue Cross is usually 
strongly endowed with community interest, which can contribute greatly to the 
success of the medical society’s plan. 

In the development of the hospital admissions plans and the prepaid surgical 
plans outlined above not only have some very tangible results been accomplished 
but the insurance companies have acquired a much better understanding of the 
problems of the hospitals, the doctors, and of the public in relation to medical 
care and medical economics. Also, it is felt that the hospitals and the doctors 
have obtained a much clearer picture of the operations of the insurance companies 
as well as an appreciation of the companies’ current activities in the field of health 
insurance and of their extending their service in this area. 


Life Insurance Medical Research Fund 


Along a somewhat different avenue, the Life Insurance Medical Research Fund 
was organized in 1945 to support medical research with the ultimate objectives of 
improved health for the Nation and, consequently, of increased life expectancy. 

he fund was organized in 1945 by a group of United States and Canadian life 
insurance companies. At present, the fund is supported by some 146 companies, 
whose combined business in the United States exceeds 90 percent of the total life 
insurance in force in the country. The resources of the fund are derived from 
annual contributions made by the member companies in proportion to the volume 
of their business, there being no capital endowment. 

So far, the directors of the fund, following the advice of their advisory council 
of distinguished medical men, have devoted the fund’s resources to fundamental 
research entirely with respect to diseases of the heart and arteries—which nowa- 
days cause nearly half of all deaths in the United States. There has been a 
marked increase in the demands for help from the fund since its establishment, in 
spite of the provision by the Federal Government of a relatively large sum to aid 
many forms of cardiovascular work. Since 1945, the number of investigators 
working on problems in the field has greatly multiplied. This development, in 
which the fund has played an important role, is the only reliable way to hasten 
progress toward ultimate goals. 
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During five and a quarter years from 1945 through 1950 the participating com- 
panies contributed a total of $3,451,145 to aid the vital work of the fund, and at 
present contributions exceed $700,000 annually. Up to June 30, 1950, 147 re- 
seareh programs and 129 research fellowships had been supported, with research 
aided in 80 institutions in the United States and Canada. 

The results of research aided by the fund have been most gratifying. An im- 
pressive number of contributions have been made to fundamental knowledge of 
hardening of the arteries, high blood pressure, and rheumatic fever. In all, 
over 600 scientific articles have been published by the investigators concerned. 

For the first time, data have been made available on the chemical tissue changes 
in arteries—data essential to an understanding of the development of arterio- 
sclerosis. Evidence has been obtained which links nutritional with hormonal 
disturbances in the causation of hypertensive disease. The theory that certain 
streptococcal infections underlie rheumatic fever has been greatly strengthened. 
Helpful contributions have also been made to improvements in diagnosis and 
soaneents especially in electrocardiography and knowledge of the action of heart 

rugs. 


Other health activities of insurance companies 


In their advertising and other publicity, companies issuing life insurance and 
companies issuing health and accident insurance have for years distributed 
information on the maintenance and protection of good health and on the avoid- 
ance of accident hazards. Similarly, casualty, insurance companies and fire- 
insurance companies have conducted educational campaigns on safety and, 
through their industrial safety engineering, have done much to reduce the hazards 
incident to employment. And several of the companies issuing workmen’s com- 
pensation insurance have taken a leading role in the comparatively new field of 
civilian vocational rehabilitation. 

Life-insurance companies have also added a great deal to medical knowledge 
through their analyses of mortality statistics, which have led to important 
findings on the effect of various habits and impairments upon health and longevity. 
Through these and various similar activities the insurance companies as a whole 
have done much toward educating the public in general on health and safety. 

A note on the sources of the material used in this chapter is contained in ap- 
pendix H. 


VI. SOME BASIC PRINCIPLES AND LIMITATIONS OF HEALTH INSURANCE 


The material offered in the preceding chapters has been largely descriptive and 
statistical. But it would be incomplete without some attention being paid to 
the aims, ideas, and principles underlying the facts and figures and without a look 
at future potentialities and at some problems remaining to be solved. This and 
the two following chapters offer interpretive comments of such nature. 


Good health and ill health 


The increased public interest in health insurance has perhaps given some people 
the notion that achieving good health for the Nation is mainly a matter of intensi- 
fying the attack by medical science on ill health. And the great advances in 
medical science achieved in recent years have doubtless contributed to this notion. 
But, as physicians are the first to assert, good health is not so much a negative 
matter of avoiding illness—or of attacking it successfully—as it is something 
positive. 

Positive good health may be difficult to define, but it comes from such things as 
good food, good housing, fresh air and sunshine, regular sleep, avoidance of over- 
eating, proper exercise, moderation with respect to minor vices, andsoon. Prob- 
ably some minimum level of income is a prerequisite if the conditions for good 
health are to be achieved. But once such conditions are present, good health to 
a large extent is a matter of self-discipline. 

In addition, there are matters such as pure water, pure milk, proper garbage 
and sewage disposal, and mosquito and fly contol. Progress in these fields has 
been of great importance in the amazing increases in average length of life achieved 
over the last half century. Here, outstanding contributions have been made by 
voluntary and by public agencies—local, State, and Federal—and further con- 
tributions are in prospect. 

Good health also depends upon activities more strictly in the field of preventive 
medicine. Well-baby care, physical examinations, vaccinations and immuniz- 
ations, quarantine regulations, public health education—these and similar 
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activities are another important factor in achieving and maintaining national 
good health. 

The preceding paragraphs, however, are in no sense intended to minimize the 
importance of curative medicine or of the striking developments in this field. 
Nor should the importance of health insurance—which aids individuals in meeting 
the cost of curative treatment and thereby aids in making good medical care more 
widely available—be minimized. But neither curative medicine nor health 
insurance, however organized, should be expected to make the contributions 
toward positive good health that should stem from activity in the other areas 
mentioned. 

Insofar as national well-being can be promoted by an intensification of individual 
and collective effort toward increased self-discipline regarding health, further 
elimination of the causes of disease, improvements in preventive medicine, and 
toward related objectives, such as intensification should be sought directly—it 
cannot come automatically through progress in the field of health insurance. 


Curative medicine 


Health insurance is more closely related to curative medicine than to positive 
good health, but even here the relationship is indirect. It is doctors, nurses, 
hospitals, and other personnel and facilities which directly strive to cure ill 
health—not, obviously, the insurance arrangements. Health insurance makes its 
contribution by facilitating the economic relationships between the patient and 
the supplier of the services. 

This contribution, however, may be of value in two ways in aiding the attack 
on ill health. For one thing, if patients through health insurance are better 
able to pay for health care, the increased economic demand may encourage the 
development of a more adequate supply. It may be easier for hospitals to be 
built, for example, and more young men may be encouraged to turn to medicine as 
a career. Such effects, while probably not measurable or immediately apparent, 
may be quite significant in the aggregate. 

But a reasonable perspective should be retained in thinking of such effecte. 
While health insurance can make a contribution toward curative medicine, other 
individual and collective steps are needed and are appropriate in the development 
of the Nation’s medical personnel and facilities. The problem here falls basically 
in the field of medicine, not in the field of insurance. 

Another way in which health insurance aids in attacking ill health is by enabling 
some persons to obtain needed medical care who would not otherwise receive it. 
Here a distinction may be drawn between (a) persons who could—even without 
health insurance-—pay for needed medical care but who do not obtain it, or do not 
obtain it promn'ly when needed, because of worry about the costs involved, and 
(b) persons whic, while able to pay health-insurance premiums, are unable to pay 
directly for neeced medical care, and who consequently may have to do without 
it if not having insurance. 

With respect to:the first class of cases, health insurance is undoubtedly of great 
value in dissolving the financial worries which inhibit some people from seeking 
medical care or from seeking it soon enough. But this point, too, should not be 
overemphasized. It is usually poor judgment when a person permits considera- 
tions of cost to keep him from needed medical care he actually could pay for, and 
health insurance is more a means of offsetting than of correcting such poor 
judgement. 

Health insurance is thus of greater value in the second class of cases—where it 
enables persons to pay for medical care they could not otherwise purchase. 
While even here it should be remembered that most such persons would be able to 
obtain the medical care which they need through private or public assistance, many 
people are reluctant to request such aid, and in any event health insurance often 
makes better or more prompt care possible. 

Remaining are the cases where health insurance enables the individual to obtain 
needed care which he could neither pay for nor obtain on an assistance basis. 
Health insurance is obviously of very great value in such cases. But it may be 
noted that these cases reflect an inadequacy in assistance provisions that ought to 
be corrected directly. No one should have to do without needed medical care be- 
cause he does not have health insurance or because he cannot otherwise pay for 
such care. 

To sum up the discussion so far, a sense of balance is needed in thinking about 
health insurance as a means of promoting better health, either directly or by aiding 
in the work of curative medicine. Those in the voluntary health insurance move- 
ment are enthusiastic about its usefulness to the public. They know that health 
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insurance can do considerable toward minimizing ill health and, to a lesser extent, 
toward promoting positive good health. But they also know that health insur- 
ance alone cannot solve all our health problems. It is important to be clear on 
the point that better health should be sought largely by other means; improved 
health is not a direct aim of health insurance. 


Basic insurance principles 


In any field, the direct aim of insurance is to distribute the economic or monetary 
costs, coming from the hazard insured against, over groups of people and over 
periods of time; in no field is insurance a primary or direct means of preventing 
the hazard from striking or of preventing the accompanying costs. Health 
insurance, as previously suggested, is thus a means of meeting our health bills— 
or a portion of them—and is not primarily a means of preventing them or of mini- 
mizing the ill health which gives rise to them. 

But once the limitations on the direct scope of health insurance are under- 
stood and accepted, its real value may seem greater than ever. In the health 
field as in other fields, the insurance idea is to achieve a pooling of relative,y 
small, regular premiums from a large number of persons subject to a serious 
hazard that for individuals is unpredictable (but which is reasonably predictable 
in the aggregate), with the funds assembled being used to recompense the rela- 
tively small number of victims whom the hazard strikes. Health insurance, in a 
broad sense, is a variety of policies, contracts, arrangements, and plans, all seek- 
ing to achieve poolings of this sort with respect to various, specifically defined 
health hazards. 

The participants in the pooling arrangements that insurance develops gains 
substantial advantages. His premiums are small relative to the benefits offered; 
they become a definitely known item in his budget; and they are payable with 
relatively little sacrifice when they can most readily be spared. If the hazard 
does not strike him, the cost is minor—and may be entirely offset by the sense 
of security and peace of mind which the participant gains. If the hazard does 
strike him, however, he may draw benefits far exceeding his premium payments, 
at a time when his need for the benefits is great. 

The costs of serious illness can be devastating to the individual, but for the 
community as a whole they are not difficult to bear. Health insurance is the 
catalyst, as it were, changing heavy bills for the few into easily bearable premiums 
for the many. 

But the insurance must be soundly conceived; there are many dangers to be 
avoided in any proposed pooling arrangement. Here, the fundamental principles 
of insurance are highly relevant. These principles, as briefly stated by Mr. Ray 
D. Murphy,’ are: 

(1) The loss insured against should be of infrequent occurrence. There is no 
point to insuring a cost which is apt to fall regularly on the people who are to be 
insured because such an item should be allowed for in any budget, and the cost 
of insurance administration, if it is to be insured, is simply added to the inevitable 
basic cost. 

(2) The loss insured against should be of financial consequence. Here again 
we must consider the administrative costs of insurance and under what circum- 
stances it is worth while to pay such administrative costs. 

(3) The loss insured against must, for practical purposes, be beyond the control 
of the insured. This principle, if violated, is one of the pitfalls of compulsory 
insurance. It is obvious that the cost of insurance is indeterminate where the 
losses are not substantially involuntary. 

(4) The loss must be of an amount which is definite when the contingency 
insured against happens. This is necessary for purposes of calculating premiums 
and for claim administration. * * * 

The question of how best to apply these four basic insurance principles in the 
field of human health and sickness is a difficult one. As suggested, human health 
itself is a very complicated matter: there are those who clearly are well, and those 
who unquestionably are sick, but there remain large numbers who, for a vast 
variety of possible reasons, are not definitely either the one or the other. In 
some cases there may be a clear diagnosis; in others a doubtful one at best. 
Again, medical treatment is more of an art or skill than a rigid science; there are 
not answers on which all physicians would agree to such questions as: Does the 
patient need to go to a hospital? Is a private nurse needed? Is an operation 
ealled for? May the patient now return to work? 





8’ The quotation is from an address by Mr. Murphy, vice president of the Equitable Life Assurance 
Society, before the National Conference on Medical Service, in Chicago, February 5, 1950. 
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Despite the problems which such questions pose, great progress has been made 
in developing insurance policies and methods of operation—consistent with basic 
principles—enabling the insurance companies to aid the Nation’s citizens in meet- 
ing the costs of ill health. Actuaries and others in the companies have learned 
much from their past experience in the development of the policies and practices 
described in preceding chapters, and as discussed subsequently in chapter VIII, 
they are hopeful of accomplishing a great deal more than has yet been achieved. 

Let us look now, however, at certain aspects of each of the basic insurance 
principles in its application to the health field. 


Infrequent occurrence of loss 

The first point stated by Mr. Murphy concerns the fact that insurance cannot 
be of significant value with respect to regularly recurring losses. Common colds, 
digestive disturbances, minor injuries, and so on, occur fairly frequently in the 
average family, and ordinary prudence requires that some allowance be made in 
the family budget for the costs of their treatment. If this is done, no very serious 
financial difficulties are likely to develop, certainly none that would be substan- 
tially alleviated by the use of insurance methods. Indeed, there is but little 
more reason to seek to insure against minor, recurring health outlays than to 
seek to insure against one’s grocery bills or against any other regular item of 
expenditure. 

Pneumonia, appendicits, or a major accident, on the other hand, are examples 
of relatively serious hazards which, fortunately, are infrequent in their occurrence 
but which generally strike unexpectedly. It is not usually possible to plan in 
advance for the financial dislocations they may cause. It is for these infrequent, 
unpredictable situations that insurance is especially well suited. 

nsurance against the recurring expenses of minor illnesses, would, in fact, in- 
volve a real danger for the prospective purchaser in that, having such insurance, 
he might resist the purchase of additional insurance against costs of serious ill- 
nesses for which his need might be urgent. And, as Mr. Murphy indicated, it is 
in the direct self-interest of the purchaser to save the unavoidable operating ex- 
penses of insurance with respect to budgetable items. 

Still another important consideration relates to the fact that in many cases 
where small benefits might be claimed there would be real doubt as to the necessity 
or desirability of any medication or treatment. Undesirable friction would very 
likely develop under an insurance arrangement to the dissatisfaction of all con- 
cerned. But if the individual pays directly for minor services, possibilities for 
friction are avoided while a restraining influence on demands for services that are 
really unnecessary is retained. 

To eliminate insurance coverage with respect to budgetable items, health- 
insurance policies ordinarily contain deductible provisions or specific limitations 
of various sorts, as previously described. Provisions and limitations serving 
this purpose, it should be clear, are of especial value to the policyholder—rather 
than undesirable, as often stated—because they permit the elimination of premium 
charges for the unnecessary insurance element with respect to the budgetable 
items. 


Magnitude of loss 

The second insurance principle is very closely related to the first; it requires 
that in addition to being infrequently occurring, the cost or loss insured against 
should be of financial consequence. The main point here is that the policyholder 
can gain little if any advantage through insurance with respect to minor items, 
even if infrequent and unpredictable, which are of such small magnitude that he 
can readily meet the costs from his own resources. 

Where the line should be drawn between the health costs against which insur- 
ance is desirable and the less serious costs which the individual may desirably 
meet from his own resources naturally varies as between individuals with different 
resources and in differing circumstances. But, as suggested above, there is a lower 
limit underneath which insurance is not clearly desirable in any case and would 
usually be impracticable to provide. Above this limit, varying policy provisions 
permit the individual to make a selection best fitting his individual requirements. 

In thinking of the individual’s resources from a standpoint of his particular 
insurance requirements, one should realize that such resources are not ordinarily 
limited to what can be spared from current income. In particular, most families 
have some savings. And while health-insurance benefits are normally preferable 
to a serious depletion of the family’s resources, the moderate use of savings to 
meet costs when illness strikes may be desirable in some cases. Indeed, the 
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family by advance planning may have set aside a portion of its savings for just 
this purpose. In addition to savings, there are various other usual resources of 
the individual or family—such as the possibility of postpayment—which might 
be taken into account in some circumstances. 


Loss beyond insured’s control 


The third basic insurance principle involves the thought that the hazard 
insured against should be one which the insured earnestly wishes to avoid—and 
consequently that, for practical purposes, whether and when the hazard strikes 
is a matter beyond the individual’s control. As suggested by Mr. Murphy, the 
cost of the insurance benefits could mount to an indeterminate magnitude if some 
or all of those insured do not wish to avoid the hazard and if their eligibility for 
benefits is within their own control. 

In the health field, of course, most people do not want to get sick nor do they 
desire or seek unneeded medical care. But there are malingerers and hypochon- 
driacs, as well as some who seem to enjoy medical care for its own sake. It is 
thus necessary that any sound health-insurance arrangement include effective 
provisions or mechanisms designed to prevent abuse by such persons, thus pro- 
tecting the majority of the insured group against the extra costs which would 
come from excessive benefits going to a few. 

Generally speaking, such provisions or mechanisms to prevent abuse may take 
one of two forms. In plans or arrangements offering service benefits, there is 
usually an active or latent power possessed by the plan’s physicians or admin- 
istrators to furnish only such service as they regard as necessary or beneficial; 
and as the person or institution rendering the services is usually the ultimate 
insurer, there is a clear motivation for the exercise of such power, if needed. But 
in the indemnity contracts offered by insurance companies, where the insured is 
substantially free to obtain whatever service he desires, chief reliance to prevent 
abuse is placed on the principle of coinsurance. 

Simply stated, coinsurance is the principle applying when the cash benefits of 
the policy are intended to cover a part, usually the major part, but not the 
entire amount, of the bill giving rise to them. The fact that for the insured 
person to incur needless bills would be against his direct financial self-interest as 
a coinsurer serves as a practical equivalent to placing the loss insured against, 
beyond his control. 


Defi niteness of loss 


The fourth of the basic insurance principles requires that the amount of the 
benefits pavable must be definite—or definitely calculable—should the hazard 
insured against strike. Like the other principles, this principle is relative rather 
than absolute; what is required is a reasonable spelling out of the benefits to be 
paid under the policy in the event of the various possible contingencies which 
might give rise to benefits. 

For example, in a hospital-expense policy the requirement of definiteness is 
met by a specified daily benefit rate to be paid for up to a specified maximum 
number of days of hospitalization with respect to any one illness. Or it may be 
met by a blanket limit providing a maximum dollar reimbursement with respect 
to medical expense, as in some of the policies considered earlier. But the require- 
ment of definiteness would not be met in a hypothetical policy providing unlimited 
reimbursement for all health expenses which the policyholder might see fit to incur. 

From time to time it is suggested that insurance companies should offer such 
entirely unlimited policies, but to do so would be lacking in feasibility. Not 
only would such a policy violate the basic principle of definiteness, it would also 
do violence to the principle that the loss insured against should be beyond the 
insured’s control. Indeed, such a policy might amount to little more than a 
blank check drawn against the insurance company. 

As noted subsequently in chapter VIII, the insurance business has been making 
marked progress in the development of sound policies offering substantial protec- 
tion against health catastrophes. Through such policies the insurance business 
can meet real public needs, while still adhering to basic insurance principles. 

* ~ * * * * * 

The foregoing discussion may have furnished some insight into the aims, ideas, 
and principles governing the health insurance activities of insurance companies. 
In the following chapter further reference is made to these principles as they 
relate to the cash- ot indemnity-benefit approach on which such activities are 
founded. 
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VII. THE 





INDEMNITY-BENEFIT APPROACH 





The indemnity-benefit approach, as noted at the outset, is generally character- 
istic of the health-insurance policies offered by the insurance organizations covered 
in this report. Under such approach, the insurer agrees to pay monetary benefits 
upon the occurrence of specified contingencies involving cost or loss to the insured 
person. This contrasts with the service-benefit approach—characteristic of most 
other arrangements and proposals for prepayment health protection—under which 
the insurer offers to provide benefits in the form of hospital, surgical, or medical 
services. 

Both approaches are sound and desirable, as is suggested by the rapidly grow- 
ing public acceptance enjoyed by each. But in this chapter the aim is to examine 
the indemnity approach used by the insurance companies more closely than has 
yet been done, commenting upon its distinctive features. 

The three-party relationship 

We may begin by observing that there are three interested parties to an insur- 
ance arrangement providing hospital, surgical, or general medical benefits. These, 
of course, are the insuring organization, the policyholder or insured person, and 
the individual or organization actually furnishing the services. 

Ordinarily, an insurance-company contract is entirely between the company 
and the policyholder or insured person. There is a flow of cash from those insured 
to the company in the form of premium payments, and a reverse flow of cash in 
the form of benefits. The beneficiary is free to select whatever person or organ- 
ization he wishes to render services to him and free to make his own arrangements 
as to the price he will pay, with the insurance company taking no part in this 
relationship. Similarly, from the standpoint of the person or organization pro- 
viding the services, there are no insurance aspects complicating a determination 
of the payments to be received. 

Policies issued pursuant to plans sponsored by State medical societies constitute 
a special case within this general framework. Under such plans, as described 
earlier, participating physicians agree to accept the benefit provided in the policy 
as full payment for the service rendered in case the patient’s income does not 
exceed a specified limit. But the actual agreement by the participating physi- 
cians is with the medical society sponsoring the plan—the insurance company 
not being a party to it. So the relationship is still in terms of cash between the 
insurance company and those insured, although the company will accept an assign- 
ment of the insured person’s benefits to the physician or institution rendering 
the service. 

In contrast to insurance-company policies, service-benefit protection involves 
a differing and somewhat closer relationship among the three interested parties. 
Here, ordinarily, there is not only a contractual relationship—involving cash 
premiums and service benefits—between those insured and the insuring organiza- 
tion, but there is also a contractual relationship between the insuring organization 
and the persons orinstitutions who are to supply the services, specifying the services 
to be provided and the cash payments to be made by the insuring organization 
in return. Thus, the insuring organization acts on behalf of those insured, to an 
extent, making arrangements concerning the services they may receive and con- 
cerning the price or fee to be paid. 

A variant type of service-benefit arrangement is found in cases where those 
who are to render the services are placed directly on the payroll of the organiza- 
tion offering the insurance, either on a straight salary, capitation, or fee-for- 
service basis. Likewise, the insuring organization may be the direct owner of 
the hospital or other facilities to be utilized in rendering the services. Under 
plans of this sort, a two-party insurance relationship is again approached, as the 
insurer and the renderer of the services gradually merye in identity. 

The organizations offering indemnity-type protection and those offering service- 
type protection, it may be noted, each learn from the other; and indeed a tendency 
may be detected for each to seek some of the advantages attaching to the other 
type of protection. Thus, the medical society plans afford insurance companies 
an opportunity to offer full-payment coverage (in some ways the equivalent of 
service benefits) to insured persons with the specified income limits. On the 
other hand, service-type arrangements may establish income limits above which 
indemnity rather than service benefits are provided, or may introduce small fees, 
as for home visits or nighé calls, in order to gain some of the advantages inher@nt 
in the indemnity method. 
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Advantages of the indemnity approach 


The fact that coverage under both indemnity and service-benefit arrangements 
continues rapidly to increase, besides indicating that both broad approaches are 
desirable, also suggests that each offers certain advantages whose relative appeal 
varies. In this connection, some particular advantages of the indemnity approach 
to the insured person, to the employer establishing a group health insurance plan, 
and to the persons and organizations rendering the services, may be mentioned. 

With respect to the insured person, there are two main points of appeal. First, 
many people no doubt prefer to have complete freedom to select their own doctor 
and hospital, as offered in an indemnity contract, and the consequent freedom of 
making their own arrangements as to the price or fee and as to how and when it 
will be paid. True, others may prefer to have an insuring organization take over 
some of this responsibility; and, of course, the restrictions on the individual’s 
freedom under service-benefit plans vary widely from one plan to another, some- 
times being very slight indeed. But the idea of collecting cash from an insurance 
company, and disbursing it for services as one sees fit, is widely attractive. 

Moreover, the individual’s freedom to arrange things for himself under an in- 
demnity policy means that he has inherently more flexible protection. However 
large the number of doctors or hospitals affiliated with a service-benefit plan may 
be, and whatever arrangements may exist for transfer of benefit rights among 
such plans, such affiliations and arrangements are necessarily somewhat limiting. 
And from time to time it may be necessary or desirable for the insured person to 
obtain service from a physician or institution not within their scope. The flexi- 
bility of indemnity contracts also permits the individual to select a policy involving 
whatever degrees of individual budgeting and coinsurance best fits his particular 
requirements. 

The second advantage of indemnity contracts to the insured person comes from 
the previously mentioned fact that in service-benefit arrangements the plan nor- 
mally has an active or latent power to furnish only such services as its physicians 
or administrators regard as necessary or beneficial. But however wise such 
physicians or administrators may be, there is ample room in the medical field for 
legitimate differences of opinion. Hence the possibility that the insured person 
will not receive some service which he thinks with some reason, that he ought to 
have is more or less ever present. However, if the plan is overly lenient with re- 
spect to the services provided, the dangers of abuse increase—which to the prudent 
subscriber means a danger of increased charges to meet the resulting increases in 
cost. But as suggested, both types of difficulty are substantially avoided in in- 
demnity contracts through use of the coinsurance principle. 

To an employer establishing a group health insurance plan, the main advantage 
of utilizing an insurance company is that he gains much greater latitude to obtain 
a contract closely meeting his individual requirements and those of the employee 
group. Whereas a service-benefit plan normally offers but one “policy,’’ as it 
were, the hundreds of insurance companies offer literally thousands of differing 
arrangements. Indeed, as a practical matter the employer can virtually write 
his own policy, within the limits of sound insurance principles. In particular, he 
can take account of possibilities for individual budgeting and coinsurance to what- 
ever extent seems desirable, and can tailor the purchased protection to the pre- 
mium-paying ability and desires of himself and his employees. Also, the net 
premiums will vary more closely in accordance with the actual risk insured against 
than is normally the case under a service-benefit arrangement. In short, the firm 
acquires its own plan, known by its own name, instead of merely participating in a 
plan known by the name of a service-benefit insuring organization—a fact which, 
apart from the practical advantages for employer and employee, ordinarily yields 
general satisfaction. 

With respect to the person or organization providing the services, indemnity 
contracts, as suggested, spell an absence of complications. In particular, such 
person or organization does not become an ultimate underwriter or reinsurer, as 
is usually the case in service-benefit plans, with payments subject to proration 
or adjustment if the over-all costs of the services provided exceed the amounts 
allocated to meet such costs. Indemnity contracts, in contrast, obviously operate 
to enhance the likelihood that the person or organization will receive full payment 
for the services rendered. The cash indemnities themselves are guaranteed and 
are payable in full, regardless of possible epidemics or other forces which might 
cause the premiums charged to prove inadequate. 


Insurance and the quality of hospital and medical service 


The foregoing represent some advantageous features of indemnity contracts 
with respect to particular persons and groups. In addition, the fact that an 
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indemnity contract ordinarily does not involve a relationship between the insur- 
ance company and the doctor or hospital may be a broad, long-run advantage to 
the community at large from a standpoint of the quality of hospital and medical 
service. 

The point here hinges on the fact that the rendering of health services is one 
field of work, requiring particular knowledge and training, while the operation of 
an insurance organization is quite another such field. There is little reason to 
think that officials who function in the field of insurance can be of help to trained 
personnel in the performance of health or medical duties, while on the other hand 
there may be considerable reason to fear that a close relationship between the 
two groups may be detrimental with respect to the performance of such duties. 

After all, it is not as though the Nation’s health personnel and facilities were 
falling down on their jobs, thus possibly suggesting a need for some outsid 
guidance. On the contrary, whatever the problems of medical economics may be 
the Nation’s doctors and hospitals have been increasingly successful in recent 
decades in the curing of ill health, and are entitled to a substantial share of the 
credit for the present good health of the American people. Indeed, there are 
ample facts and figures to show that we are now just about the healthiest Nation 
in the world, and are continuing to forge ahead. 

Indemnity-tvpe contracts, by not involving a close relationship between insur- 
ance and health personnel, permit the latter to continue unimpeded with the 
improvements in practices and relationships that have given us the remarkable 
progress of the recent past. Any service-type health insurance arrangement, on 
the other hand, whether voluntary or not, necessarily does involve a close relation- 
ship—by contract or otherwise, as noted—bet ween officials whose responsibilities 
are primarily in the field of insurance and the personnel who are to render the 
services. So, in achieving the necessary agreements between the two groups 
considerations in the field of insurance are apt to be brought to bear on strictly 
medical or health matters. 

In the case of a mandatory or monopolistic plan, we may observe, the conse- 
quences might be particularly serious because the medical personnel would have 
little effective opportunity to withdraw. Thus, serious errors by the management 
Officials of a Government system in dealing with the health personnel might remain 
uncorrected indefinitely. 

All in all, the fact that the indemnity contracts of insurance companies in no 
way interfere with normal, fee-for-service relationships between patient and 
doctor or hospital, or with any improvements that may develop in such relation- 
ships, may be of prime importance. As health-insurance protection becomes 
more widespread, indemnity contracts will permit such normal relations to 
continue in at least one segment of medical service, and will thereby safeguard 
the past and prospective achievements flowing from them. 

Coinsurance versus full-payment protection 

As brought out in chapter VI, indemnity contracts do not ordinarily offer 
benefits equal to the full amount of the hospital or doctor’s bill because the 
principle of coinsurance is largely relied upon to place the costs insured against 
beyond the insured person’s control, as required by insurance fundamentals 
This is considered by some to be a serious objection to indemnity contracts 
particularly as service-benefit plans do not, within the scope of the coverage, 
leave an uninsured margin. As previously brought out, such plans utilize actual 
or potential control over the services to be provided as an alternative to co 
insurance. 

There is, of course, nothing unusual about the health policies of insurance 
companies in not ordinarily providing full-payment protection, as the coinsur- 
ance principle is widely employed in other insurance fields. Moreover, coin 
surance has two major advantages for the insured person. First, as previous 
discussion has indicated, the freedom of the insured person under an indemn 
contract to make his own arrangements for service rests basically 
utilization of the coinsurance principle. Secondly, to the extent tha 
person is a coinsurer, he saves that part of the larger premium, which ot] 
would have been necessary, that would have gone to pay the increase 
administrative expenses of the insurance. 

The chief question concerning coinsurance therefore relates to whether or no 
those actually or prospectively insured have sufficient resources to make it prac- 
ticable for them to coinsure against a portion of their possible medical expenses. 

Here it should be realized that no type of health insurance can be really mean- 
ingful for persons who are not normally self-supporting, and who consequent] 
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are unable to pay premiums. Private charitable agencies or public assistance 
authorities might, of course, purchase health insurance protection for such per- 
sons, and in some cases it might be efficient to use the machinery of health insur- 
ance in disbursing funds for the medical care of the needy. But this would merely 
represent a change in administrative procedure, and would not involve any 
shifting of the ultimate cost burden. 

From the standpoint of the needy individuals themselves, the point at which 
the means-test is applied would be moved forward from the time at which the 
services are arranged for to the time of premium payment. This might represent 
some gain, but it is doubtful if those who must submit to a means-test for funds 
to buy groceries and other day-to-day necessities would be appreciably benefited 
through a softened means-test applying only to the medical care they receive. 

Health insurance of any type thus has real meaning only for those who are nor- 
mally self-supporting. Such people, in general, have both regular income and 
some savings, a portion of which, as discussed, may desirably be budgeted for 
prospective health expenses. To the extent that this is done, coinsurance is 
entirely practicable. 

Insofar as a portion of any bill still remains unmet, it would usually be feasible 
and desirable for the insured person to make use of some postpayment arrange- 
ment. Installment purchasing and other types of postpayment are common 
features of our general economy and are not without applicability in the health 
field. To an unknown but large extent doctors and other suppliers of health 
services grant patients extensions of time in which the bill is to be paid, often 
working out a definite schedule of payments to be made over an extended period. 
And of course various other types of formal and informal loans are possible and 
may be desirable in some cases. 

In general those in the insurance business are convinced that health insurance 
should seek to make available not benefits to cover every health service the insured 
person may desire but rather benefits which, together with the insured person’s 
other available resources, will be adequate without undue strain to provide for 
such services as he needs. 


The benefits of competition in health insurance 


The purchasers of health insurance, of course, are fortunate in that at present 
both indemnity and service-benefit protection is widely available. In addition 
to the protection offered by insurance companies, Blue Cross, and Blue Shield, 
protection is obtained by individuals or groups through self-insured industrial 
plans, rural health cooperatives, consumer-sponsored community health plans, 
plans operated by educational and religious institutions, private group clinics 
undertaking an insurance function, plans similar to Blue Cross but not using that 
insignia, plans similar to Blue Shield but not using that insignia, and doubtless 
others. 

Not only does the consumer have a wide choice of protection from among these 
many vendors but also, as discussed in the following chapter, he has much reason 
to hope that out of the competition among them will come considerably better 
policies and plans than are yet in existence. 

The insurance business, it may be added, is glad to compete with the many other 
health-insuring organizations. It realizes that the success each has achieved 
testify that each is best qualified to meet a portion of the public’s needs and 
desires. Certainly no insurance company hopes to gain a monopolistic position in 
the health insurance field, nor does the insurance business collectively. On the 
other hand, insurance companies are vigorous competitors: they are quick to 
introduce sound improvements which they have devised and quick to match 
the sound improvements introduced by others. Indeed, the marked growth 
in health insurance, both quantitatively and qualitatively, and its increasing public 
acceptance have stemmed largely from these competitive factors. 


VIII. POTENTIALITIES AND PROBLEMS OF HEALTH INSURANCE OFFERED BY 
INSURANCE COMPANIES 


So far, the voluntary health insurance movement has filled many of the people’s 
needs for protection against the costs of ill health. Moreover, the advances al- 
ready achieved by insurance companies and others in furnishing increasing millions 
of persons with constantly improving health protection warrant an expectation of 
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continuing advances in the future. Indeed, if the voluntary movement continues 
unhampered to exist and to advance, the existing gaps in protection may well be 
substantially filled within a reasonable period. 

There are problems involved, of course. The companies and the other insur- 
ance organizations face the problem of continuing to improve their product and to 
expand its usefulness while Government can help by eliminating obstacles to the 
continued development of voluntary health insurance. And the public at large 
may contribute by acquiring increased understanding of the. wisdom of giving 
health needs and health expenditures a priority over less-essential alternatives 
Potential growth in numbers covered 

The record of past accomplishments is perhaps the most significant information 
to consider with respect to the potential growth of voluntary health insurance, at 
least so far as numbers covered are concerned. The chart presented on the fol- 
lowing page, giving a graphic picture of past growth so far as available data per- 
mit, is reproduced from the latest of the Health Insurance Council's annual re- 
ports entitled ‘“‘A Survey of Accident and Health Coverage in the United States.”’ 

It would be interesting to attempt a projection of the trends illustrated in this 
chart, but any such projection would be pure conjecture, particularly in view of 
the uncertainties that surround all phases of business, governmental, and social 
activity at the present time. But some light on future potentialities may be shed 
by examining the record of actual past growth of hospital, surgical, and medical 
expense insurance, equating—so to speak—the dates on which the really effective 
development of the three coverage types commenced. 

Although it has been shown earlier that hospital, surgical, and medical expense 
insurance were all introduced through individual policies in the period, 1903-10, 
the widespread development of hospital expense insurance may be said to have 
commenced in 1934, of surgical expense insurance in 1939, and of medical expense 
insurance in 1944. On this basis, statistics as of December 31, 1949, represent 
data on hospital expense insurance during the sixteenth year of the widespread 
development of this coverage type, during the eleventh vear in the case of surgical 
expense coverage, and during the sixth year for medical expense coverage 

Along such lines, table 34 shows the numbers protected by insurance companies 
against hospital, surgical, and medical expense, as well as the percentage of the 
corresponding population figure which such numbers represent, as of the first, 
sixth, eleventh, and sixteenth year from the indicated starting point for each type 
of protection. Table 35 is identical except that it is based on aggregates with 
respect to insurance companies, Blue Cross plans, and plans sponsored by medical 
societies (primarily Blue Shield plans). Other segments of the voluntary health 
insurance movement are not included in table 35 because of lack of data. 


TABLE 34.—Comparative growth of insurance protection against hospital, surgica 
and medical expense provided exclusively by insurance companies 


a) NUMBER OF PERSONS COVERED 


Year after commencement of effective deve 


ment oi coverage type 
Type of protection 
First ! Sixth Eleventh | Sixteent! 
Hospital expense 450, 000 2.090, 000 | 12, 228. 000 27, 969. 000 
Surgical expense = 1, 200, 000 6, 700, 000 | 22, 695, 000 
Medical expense ; ‘ : . 400, 000 4, 519, 000 


(6) PERCENT OF POPULATION COVERED 


Hospital expense -- 2) 2 d ’ 
Surgical expense ; ; l 
Medical expense ) 


| Effective development of hospital expense insurance is considered to have commenced in 1934, of sur 
gical expense insurance in 1939, and of medical expense in 1944. 
2 Less than 0.5 percent. 
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GROWTH TRENDS IN VOLUNTARY 
ACCIDENT AND HEALTH INSURANCE 


The chart below shows how rapid has been the growth of certain types of coverage for 


which comparable data are available for the years of the past decade. These comprise the bulk 
of the hospital expense and surgical expense coverage. 
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TaBLE 35.—Comparative growth of aggregate insurance protection against hospital, 
surgical, and medical expense provided by insurance companies, Blue Cross plans, 
and plans sponsored by medical societies 


a) NUMBER OF PERSONS COVERED 


Year after commer f effect leveloy 
ment of ¢ era ty] 
type of protectio a scars 
First Sixth Eleventh Sixte 
Hospital expense p ? 500,000 | 6.500.000 | 26,000,000 | 61. 417. 000 
Surgical expense 3 . 1, 400, 000 8. 500. 000 7. 323. 000 


Medical expense iii _...-----| 1,200,000 | 13, 027, 000 


6b) PERCENT OF POPULATION COVERED 


Hospital expense... -_- . > eecax! 2 19 4 
Surgical expense : 7 ‘ ] 6 2 
Medical expense .. 1 ) 
| 
| Effective development of hospital expense insurance is considered to have commenced in 1934, 


gical expense insurance in 1939, and of medical expense in 1944 
2 Less than 0.5 percent. 


It is evident from the two tables that, since surgical expense insurance has been 
brought under intensive development, the rates of growth for this type of coverage 
have surpassed the comparable growth rates experienced earlier in the case of 
hospital expense insurance. Medical expense coverage, coming still later, has 
grown even more rapidly, in total, than either surgical or hospital expense insur- 
ance. Thus, the past trends shown in the tables suggest not only that the numbers 
covered under hospital expense insurance will continue to grow but also that the 
numbers covered under surgical and medical expense insurance will grow even more 


rapidly, tending to catch up with the coverage under hospital expense insurance. 
Limits on the growth of health insurance 


In considering the extent to which the voluntary health insurance movement 
may expand the numbers protected, one should bear in mind that the aim should 
be not coverage for the entire population but rather coverage for those with 
respect to whom health-insurance protection would be feasible and desirable. 

In this regard, the following groups are substantially outside the potential, 
purview of voluntary health insurance: (1) Persons who cannot, as a practical 
matter, be covered by health insurance, however such insurance might be organ- 
ized; (2) those who are not normally self-supporting, as already discussed; (3) those 
whose health needs are already met, without health-insurance protection, by reaso 
of their status; and (4) the comparatively small number of individuals whose 
personal or family resources are sufficiently large that they do not need the protec- 
tion furnished by health insurance. In addition, another group comprises thos 
who, whether they need it or not, do not want health insurance as a matter of 
principle. 

With respect to those who cannot, practically, be covered, it may be seen that 
even if a mandatory system were made applicable to all employment and self- 
employment, some persons would remain who are neither employees, self- 
employed persons, nor dependents or survivors of such persons. Others, who 
might be employed or self-employed to some extent, would have an inadequate 
wage record to meet the benefit-eligibility requirements which would be specified 
in the law. 

More realistically, it is unlikely that a compulsory law would ever cover al 
employment and self-employment. Indeed, the congressional bills for compul- 
sory legislation only propose to cover about 85 percent of the labor forces and 





amendments could be expected to reduce this proportion to the two-thirds or 
three-quarters of the labor force covered by the amended OASI program or even 
below. 


A compulsory system, however, might be able to reach some who are beyond 
the reach of voluntary insurance while, conversely, voluntary methods may cover 
some who would be beyond the scope of a compulsory system. But, in general, 


perhaps about the same group is inaccessible, for practical purposes, to either 
approach, 
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Those who are not normally self-supporting have little if anything to gain from 
health insurance because, as previously brought out, such insurance would merely 
represent an alternative means by which the responsible private or public assist- 
ance authorities might provide for the health care of such persons, with no change 
in the ultimate incidence of the cost burden and with no basic change as to the 
application of means tests. The number of persons in this category is substantial. 
The latest figures available indicate that as of September 1950 over 5,000,000 
persons were recipients of public assistance in the United States, and to this num- 
ber should be added allowances to cover (a) those who will:be added to the 
assistance rolls under the new liberalized Federal legislation; (b) those who are not 
on the rolls at a given point in time, but who are intermittent recipients of public 
assistance; (c) those who receive private rather than public aid; and (d) the 
dependents of direct-assistance recipients. 

There are quite a number of groups of persons whose health care is furnished 
by reason of their status, and who consequently do not need health insurance. In 
particular, all members of the Armed Forces are assured complete medical care by 
the Federal Government as are various small groups of Government employees 
and Indians on reservations. In addition, the Government provides partial 
medical care for veterans and other smaller groups. Institutional inmates, 
generally speaking, are another group normally entitled to complete medical care, 
regardless of the nature of the institution, as are members of religious orders, 
whether or not institutionalized. It is not possible to estimate the aggregate 
numbers in these various groups, but the Hoover Commission stated that 
24,000,000 persons are within the scope of the health care provided by the Federal 
Government. This figure includes some whose needs are only partially met by 
the Government but excludes those whose needs are met from some other source. 

Sufficiently well-to-do persons and families do not need health insurance pro- 
tection, of course, because they are able, without undue strain, to meet any likely 
health bills out of assured income or from savings. Because rare medical bills 
“an conceivably go to great heights, however, it is difficult to suggest any level 
of wealth or income above which health insurance is absolutely unneeded. More- 
over, many well-to-do persons carry health insurance because they prefer to 
insure rather than to expose their own funds to the unpredictable risks connected 
with ill health. But practically and realistically at least a small fraction of the 
population is affluent to a point where only a residual need remains for insurance 
against the costs of medical care. 

Among those who do not want health insurance as a matter of principle, 
Christian Scientists are probably the best example. But in addition there are 
other religious groups in the United States, as well as various rugged individualists 
whose basic concepts are inconsistent with the benefits which health insurance 
offers. 

In total, a significant proportion of the Nation’s population could not be ex- 
pected to purchase health insurance voluntarily, as they would have little use for 
the benefits of health insurance on whatever basis provided. While it is not 
possible to estimate the total numbers, with accuracy, the fact that boundaries to 
the growth of health insurance do exist should be kept in mind in any speculation 
as to the future. 


The ratio of health costs to insurance benefits 

A brief digression may be in order at this point to consider the validity of 
statistical comparisons between the national costs of ill health and the benefit 
payments of voluntary health insurance. In general, for such a comparison to be 
helpful it should relate to some criterion as to the proportion of the costs of illness 
that desirably should be met by insurance benefits, as there will otherwise be an 
incorrect implication that the benefits should meet all or substantially all of the 
costs. 

As just noted, there are several sizabie groups of persons who have little if any 
need for health insurance because their health expenses are met in other appro- 
priate ways. Also, as noted earlier, those who do have a real need for health 
insurance should desirably meet a portion of their health bills by individual 
budgeting, while most of such persons might desirably meet a further portion by 
coinsurance. And, among other items, there is the cost of the partial health care 
furnished to veterans and other groups which is outside the scope of voluntary 
health insurance. 

Moreover, the items which go to make up the Nation’s total expenditures for 
medical care include many that do not bear directly on individuals or families. 
For example, payments made to doctors by corporations for medical examina- 
tions in connection with employment applications, insurance applications, or 
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claims’ settlements may be mentioned as well as the costs of industrial medical 
departments. 

Again, the benefits of various types of insurance other than direct health insur- 
ance may go to meet the costs of illness. ‘Thus, life insurance often provides 
funds to meet the costs of the policyholder’s last illness. 

In short, an important and desirable feature of voluntary health insurance is 
its selectivity—its ability to furnish a suitable amount of protection for those 
needing protection while not forcing unneeded or unwanted protection upon 
anyone. So any sound evaluation of the voluntary movement’s worth should 
be in terms of the extent to which it provides timely benefits in sufficient amount 
to prevent the cost of ill health from spelling financial hardship to individuals and 
families who might otherwise suffer such hardship. To evaluate health insurance, 
however organized, in terms of indiscriminate aggregates or ratios—without 
detailed analysis of the nature of the various health expenses and of the various 
resources available for meeting them—represents a serious confusion of means 
with ends. 


Potential improvement in protection offered 


To return to our consideration of potentialities, past achievements by insurance 
companies in improving the health insurance policies which they offer—as in the 
case of numbers covered by such policies—suggest continuing, significant improve- 
ments in the future. Continuous experimentation, spurred on by the competitive 
forces of the voluntary health insurance movement, seems certain to lead to a 
variety of sound policy improvements, although the exact nature of such 
provements is difficult to foresee. However, mention may be made of 
possible developments in fields of particular interest. 

Catastrophe protection——In general, the problem of furnishing protection 
against health catastrophes is being attacked and, while progress is gradual, 
increasing success is being achieved. Three entirely separate approaches to the 
problem are distinguishable, each of which may be considered briefly. 

As a first approach, the continual increases in benefit amounts and extensions 
in benefit durations which have been occurring with respect to both individual] 
and group protection are resulting in policies increasingly adequate to cope with 
the more serious illnesses. Thus, hospital-expense policies offering daily rates 
as high as $22, others with benefits continuing for as long as 1 year, and some with 
miscellaneous expenses paid without limit, were mentioned earlier as well as sur- 
gical policies with schedules going as high as $500. Such policies, coupled with 
the liberal medical-expense benefits now available, are already adequate to cope 
with the costs of very serious illnesses, and the benefits offered are continuing to 
be broadened. It must be remembered, also, that the individual desiring catas- 
trophe protection may in many instances advantageously purchase a combina- 
tion of policies rather than just one policy. 

Secondly, through new individual and group policies, protection up to an in- 
creasingly high blanket limit may be obtained, usually subject to a deductible 
provision. Policy C in table 16 represents an individual policy of this sort. An 
interesting and somewhat analagous group policy is described in a recent article, 
An Experiment in Catastrophe Insurance Against Medical Costs, by A. M. Wilson, 
appearing in the June-July 1950 issue of American Economic Security. Further 
developments along the lines blocked out in such policies are by no means unlikely. 

Finally, there are the individual and group policies which offer very broad 
hospital, surgical, nursing, and general medical protection on a blanket-limit 
basis against a list of so-called dread diseases. Such policies are being expanded 
by expansion of the list of such diseases. Considerable progress in this direction 
has already been made, and future progress here also seems likely. 

All in all, there is considerable indication that improved catastrophe protection 
will be widely available from insurance companies within a few years, particularly 
if increased public interest in such protection leads to a growing demand for it. 

Full-payment plans.—FEarlier, mention was made of plans set up by medical 
societies under which insurance companies are able to offer policies on a full- 
payment basis. While such policies, as noted, represent only a small proportion 
of the companies’ business at present, it may be that the future will witness large- 
scale development of such plans. However, chief initiative with respect to these 
plans rests with the medical societies, and hence the insurance companies are not 
in a position to speculate about future prospects. 

Protection against nursing exrpenses.—As previously noted, some contracts of 
both individual and group health insurance provide protection against the costs 
of limited nursing service. And, it need hardly be added, the hospital bills against 
which hospital expense insurance offers protection, include the regular nursing 
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services furnished to hospital patients. But as yet no very broad insurance 
protection specifically against nursing expenses is available—a fact perhaps in 
large part attributable to a lack of demand for such insurance, but also caused in 
part by some underwriting problems involved. 

The chief underwriting problem to be overcome, if broad protection against 
nursing costs is to be offered, is one of drawing boundary lines between situations 
in which nursing service may be considered necessary and situations in which such 
service, while no doubt often helpful, is really not necessary. To the extent that 
the first type of situation can be defined it can be insured against ; moreover, such 
insurance is desirable in many instances because the illnesses involved would 
usually be serious ones, and the benefits could supplement the hospital, surgical, 
and medical benefits available, reducing the margin which the policyholder would 
need to meet from his own resources. On the other hand, a private nurse is often 
engaged in circumstances where the services amount to more or less of a luxury. 
(nd, obviously, insurance against possible demand by the policyholder for a 
luxury—whether nursing service or any other—would be neither feasible nor 
desirable. 

It can at least be said that insurance companies are devoting a great deal of 
thought to the question of how best to offer protection against the costs of 
necessary nursing service, while not protecting against unnecessary nursing costs, 
and increasingly satisfactory answers may be forthcoming from time to time. 

Protection against dental expenses.—Apart from a few rather experimental 
group contracts, insurance companies, as noted, have not as yet attempted to 
protect against dental costs except in cases where dental service is required as a 
result of accidental injuries or where one or more dental procedures are specified 
in a surgical expense schedule. Again, lack of demand may be a major factor 
accounting for the nondevelopment of dental expense insurance, but there is also 
a problem of underwriting. 

Specifically, bills for dentistry do not often fall upon the family with catas- 
trophic impact, as may happen with surgery or with general medical care. While 
most dental work may be considered necessary, such work as is needed for the 
relief of immediate pain or discomfort is not usually expensive. Expensive dental 
work, on the other hand, is seldom urgent. In either case, individual budgeting 
is usually feasible. And individual budgeting, insofar as feasible, is preferable to 
insurance, as previously discussed. 

In general, it may be possible that something can be done with respect to dental 
expense insurance in the future; certainly the questions involved are being studied, 
but pending new developments in this field, further comment is unwarranted. 


The Problem of Inflation 


Insurance companies have no lack of zeal in explaining the advantages of 
insurance—and of adequate insurance—to prospective purchasers. Indeed the 
companies, through their health-insurance activities, are undoubtedly responsible 
for much of the growing public awareness of the need for advance planning with 
respect to the costs of ill health. 

Pursuing this thought further for a moment, one may note that the sales activi- 
ties of the companies constitute, in a sense, a force for public education—education 
as to the values of independence and self-reliance, and education in the use of in- 
surance as a means by which the individual can pursue suchends. ‘This, of course, 
is in direct contrast to the situation under mandatory legislation which tends to 
relieve the individual of some of his responsibilities. 

However, so long as health insurance is organized on a voluntary basis, it is 
clear that the public at large—with such advice and guidance as is furnished by 
health-insurance salesmen—is itself mainly responsible for the adequacy with 
which it is protected. True, the insurance companies can do something through 
offering more adequate protection, particularly against health catastrophes. But 
inasmuch as the average policy in force is by no means so far reaching as the most 
liberal policies already available, any major increase in the ratio of policy benefits 
to health bills must come from action by the purchasers of health insurance 
themselves. 

It is at this point that progressive inflation operates as such a brake on the 
progress of voluntary health insurance. Only gradually does the policyholder 
become conscious of his need for more adequate protection. But if the purchasing 
power of the dollar diminishes at a pace equal to the policyholder’s growing con- 
sciousness of his need for more protection, then no net advance is made. 

For example, a policyholder’s policy might provide a $6 daily hospital benefit 
at a time when the typical hospital charge is $9 a day. Persuaded by the sales- 
man, the policyholder might decide that he really needs an $8 daily benefit. But 
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if, simultaneously, inflationary pressures are forcing hospitals to raise their charges 
to an average of $12 daily, the policyholder’s resolve and the company’s sales effort 
will have been completely offset. 

In general, if the problem of inflation could be overcome, then the same efforts 
by the public and by the companies would undoubtedly result in rapid progress 
toward more nearly adequate protection for those lacking such protection at pres- 
ent. And with the efforts of the public and of the companies actually increasing, 
such inadequacies as now exist might largely be eliminated within a relatively brief 
period. 

A variety of steps to be taken by various segments of the national community 
have been suggested as means of resisting inflation. Government, in particular, 
might aid by avoiding unessential expenditures. However, possibilities in this 
regard are beyond the scope of the present report. 

But the fact that there are a number of other ways in which government—Fed- 
eral, State, and local—could act to facilitate the development of voluntary health 
insurance may be noted. To cite but one example, present Federal legislation 
operates to prohibit the sale of health insurance to Federal employees on a pay- 
roll-deduction basis. While such employees are permitted to purchase individual 
and family policies—and many do so—the extent of coverage is undoubtedly 
much below what it would be were group methods legally possible. In this in- 
stance, a minor amendment to an existing law would probably mean that several 


hundreds of thousands of persons—now without health insurance coverage 
would acquire it. 


What the Public Can Do 


It is sometimes argued that most people would like to have adequate health in- 
surance protection but cannot afford it. Such an argument contains an element 
of truth, but hardly covers the ground. More accurately, it should be said that 
health insurance, like everything else, has its price—a price which one can meet 
only by foregoing an equal amount of alternative outlays. 

Among the self-supporting people for whom health insurance is meaningful, 
there are no doubt some who are self-supporting by so bare a margin that they 
could not afford adequate health-insurance protection except by foregoing even 
more essential necessities. But the overwhe prot majority of Americans could 

easily pay for health-insurance protection, if they desired to do so, by foregoing 

equivalent expenditures for relative nonessentials. The billions of dollars which 
the American people spend each year on liquor, tobacco, pleasure driving, and 
so on, are not the expenditures of a handful of millionaires, but are outlays made 
by the great masses of the people. Yet only a relatively slight curtailment in 
such outlays would enable these masses to increase their present health-insurance 
protection to a substantially adequate level. 

Those in the health-insurance business believe it would be wise for the public 
to make this budgetary readjustment. Health-insurance salesmen urge that it be 
done. But ultimate decision—the health-insurance business believes—should rest 
individually with the Nation’s citizens themselves. One of the chief satisfactions 
of life is a person’s right to spend his own money as he chooses—even in ways 
which others may consider unwise. 

The voluntary health-insurance movement does not encroach upon this right. 
Its approach is not one of compelling the Nation’s citizens to spend their money 
on a plan that others think wise, but is one of aiding them in the self-education 
necessary to arrive at wise decisions of their own as to the financing of their 
health expenditures. 

In general, there is much room for hope that the Nation as a whole will rapidly 
acquire much greater knowledge both of the desirability of health insurance and 
of how to buy such insurance most wisely. Health insurance is still relatively 
new in this country, and the degree of understanding which already has been 
achieved warrants optimism as to further gains. And if a minority still remains 
which insists on doing what others consider unwise, that may be a blessing, too. 

As noted earlier, the American consumer obtains great indirect benefits from 
the healthy competition among the many vendors of health-insurance protection 
and among the varying approaches they represent. Indeed, the typical American 
talent for finding more than one solution to a problem appears to be well exempli- 
fied in the heaith-insurance field. The suecesses achieved by most of the diverse 
insuring organizations indicate that there is probably no one best means of 
furnishing health insurance, and that apart from possibilities for future develop- 
ment, the public interest is best served by a continuance of the varying mecha- 
nisms, 
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Actually, though, the present picture suggests great future progress, contrasting 
with the stagnancy to which uniformity might lead. Each of the existing organi- 
zations is alive, vigorous, striving, struggling to improve and grow; each seeking 
to improve its policies, practices, and arrangements, to reduce its costs, and 
generally to better meet public preferences and public needs. 

As a consequence of this activity, it seems certain that the voluntary health- 
insurance movement will be increasingly successful in matching its products to 
the requirements of its customers—while not forcing unwanted products upon 
anyone—in a way that could hardly be equaled under a uniform or mandatory 
arrangement. 

MAassAcHUSETTS GENERAL HOSPITAL, 
Boston 14, October 9, 1950. 
Mr. Joun H. MILLER, 
Vice President, Monarch Life Insurance Co., 
Springfield, Mass. 

Dear Mr. Mixtier: Thank you very much for your letter of September 27, in 
reply to mine of September 15, with which was enclosed a draft of An Outline of 
Information Requested with respect to our health-insurance survey. We have 
considered carefully your comments, as well as the comments received from other 
sources relative to our letter of September 15, and are enclosing herewith a reviséd 
copy of our outline. 

We will be glad to have the full statement concerning the health insurance 
activities of insurance companies, referred to in the second paragraph of your 
letter. 

We would appreciate it greatly if, whenever your answer or comments are 
based upon sampling methods or estimates, reference to the nature and extent of 
samples employed or the method of estimation be furnished. 

I trust that you will be able to promptly take the necessary steps to start to 
assemble the information in question. We will look forward to the submission, 
by November 15, 1950, of the information which you already have on hand and 
that which you will be able to assemble by that date. With respect to the remain- 
ing information, we will want to know at a later date the possibility of your 
assembling it and how long it would take to complete the compilation thereof. 

As soon as convenient, after your compilation gets under way, I would ask that 
you meet with Messrs. Pike and Aannestad of my staff at a time and place mutually 
convenient to further discuss your procedure for developing this information. If 
you would like to meet with us even before such time to discuss any matter 
bearing upon your participation in this effort, we will be glad to hear from you. 
May I thank you in advance for your cooperation which is greatly appreciated. 

Sincerely yours, 
Dean A. Ciark, M. D., 
Consulting Director, 
Survey for the Subcommittee on Health. 


HEALTH INSURANCE SURVEY, OUTLINE OF INFORMATION REQUESTED 


(Information is to be reported separately for: (a) group insurance policies and 
enrollments; (b) individual insurance policies and enrollments.) 

A. General description covering the past 5 years of (a) the central organiza- 
tion compiling this report, and (b) the organizations covered in this report. The 
names of organizations so covered should be given. The descriptions of these 
organizations should include such items as: types of ownership; governing bodies; 
types of health-insurance policies or certificates written, whether on service or 
indemnity basis or in combination; methods of operation; resources and financial 
condition; representation of the public on policy-making body; relations with 
doctors and hospitals. An endeavor should be made to provide a background 
which will illuminate the information requested in the remainder of the report. 

If the above information is already covered in a publication or publications, 
please refer us to them. 

B. Number of individual policies or certificates and number of different persons 
covered in the United States as of December 3, 1945 through 1949, by health 
insurance—state separately for hospital, surgical, medical, dental, and nursing 
services, and for any combination of these services—separated between service 
and indemnity types. 

Classified according to: 

1. Employees or subscribers and their dependents. 

2. Age, sex, and racial groups. 

3. Distribution by States (also urban, rural). 
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!. Economic status of employees or subscribers. 

(a) Income groups. 

(b) Occupational groups. 

Please state: (a) The method of deriving the number of persons from the 
number of individual policies or certificates; (6) methods of correcting for duplica- 
tion of coverage: (i) in the same organization; (ii) as between this organization 
and other organizations. 

In connection with the above data on number of policies or certificates and 
persons, please indicate the sources of additions to and character of terminations 
from the business in force. Any explanatory comment on additions or termina- 
tions is welcome. 

C. Benefits provided as of December 31, 1945 through 1949—state separately 
for employees or subscribers and their dependents. ; 

1. Hospitalization—description of type of benefits offered; maximum and 
minimum period; maximum and minimum room and board benefit per day; 
description of special services allowed including maximum and minimum amount 
thereof; data with respect to the typical plan and volume thereof; items excluded; 
proportion of insurance payments to bills for included items. 

2. Sugical—description of type of benefits offered; maximum and minimum 
amount (for an appendectomy); maximum and minimum amout for obstetrical 
benefit (normal delivery); income limits for full coverage; data with respect to 
the typical plan and volume thereof; items excluded; proportion of insurance 
payments to bills for included items. 

3. Medical—description of types of benefits offered; disabled and nondisabled; 
house-confined and not house-confined; deductible period or amount; maximum 
and minimum allowance for each type of benefit; maximum and minimum period 
for each type of benefit; income limits for full coverage; data with respect to the 
typical plan and volume thereof; items excluded; proportion of insurance pay- 
ments to bills for included items. 

1. Nursing—description of benefits offered in hospital and home; maximum 
and minimum amount per day; income limits for full coverage; maximum and 
minimum period; data with respect to the typical plan and volume thereof; items 
excluded; proportion of insurance payments to bills for included items. 

5. Dental: Description of benefits offered; maximum and minimum limits 
income limits for full coverage; data with respect to the typical plan and volun 
thereof; items excluded; proportion of insurance payments to bills for ineluded 
items. If full data are not available, sample studies will be welcome. Detail 
as to method followed should be furnished. 

D. Statistical data on rates of utilization of services over the period 1945-49: 
State separately for hospital, surgical, medical, nursing, and dental services 
rates of incidence; average duration and percentage distribution by durations 
average amounts of benefits paid and percentage distribution by amounts of 
benefits paid. 

Ek. Standard premium or subscription rates for the benefits described under 
item C above in the year 1949. Please include data with respect to premium o1 
subscription rates for the “typical plans and the volume thereof,” as referred to 
under item C, 

F. State for the period 1945 through 1949, separately for employees and for 
their dependents, the proportion of insurance cost (in terms of percentage of 
number of persons insured and premiums required) paid by employers for hospital, 
surgical, medical, nursing, and dental services combined. 

G. For the years 1945 through 1949, statement of premiums or subscriptions 
earned and written, benefits incurred and paid, dividends incurred, expenses 
incurred (separately for taxes, acquisition costs, and all other expenses), and 
additions to reserves. Indicate percentages by items. 

H. Specify how plan contributes to or bears on— 

1. Quality of service: Distinction between qualifications of hospitals and 
doctors to provide services; supervision of services provided; incentives to main- 
tain and improve quality; handling of patients’ complaints, ete. 

2. Preventive medicine: Initial or periodic health examinations; immunization, 
ete. 

3. Health education: Bulletins issued; cooperation with health education 
agencies; meetings, etc. 

4. Professional education: Relation to medical schools; utilization of plans as 
teaching resources, ete. 

5. Relations with hospitals, medical profession, dentists, nurses: Acceptability 
of existing financial arrangements between these groups and the insuring plans. 
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I. Give a chronological account or the past 10 years of relevant information 
bearing on trends in this field, as follows: Number of organizations underwriting 
any one of the health services described above; number of persons insured; 
number of policies; premium income; amount of coverage; number of organiza- 
tions entering the field of such services; extensions of such services; liberalizations 
of the provisions of coverage and underwriting practices. Comment would be 
appreciated on significant changes in respect to the character, administration and 
operation of insuring organizations; quality of services provided; and the composi- 
tion of the insured group. 

J. Summary and comment bearing particularly upon potentialities and prob- 
lems of health insurance plans, including: 

1. Statement of strengths and deficiencies of plan in such major phases as 
(a) population covered and not covered, including the medically indigent; (b) 
health services provided and not provided for; (c) differential between benefits 
and total health service costs; (d) differential between benefits and health serv- 
ice costs for which you believe insurance is needed. 

Any comment on experience of plan in relation to the care of chronic illness, 
tuberculosis, mental and nervous illnesses, etc., will be appreciated. 

2. Statement of potentialities of plan to meet the above deficiencies. 

3. Statement of factors which now inhibit or limit these potentialities: Legal 
restrictions; lack of professional personnel; lack of health facilities; economic 
levels of States, communities, and families; cost of insurance, etc. 


APPENDIXES 


A-1, Information concerning organizations participating in present report 


As mentioned in the foreword, the present report represents a collaboration 
among seven associations of insurance companies having an interest in health 
and accident insurance. The names and addresses of these associations and a 
brief description of each follows: 

American Life Convention, 230 North Michigan Avenue, Chicago 1, IIl. 

American Mutual Alliance, 919 North Michigan Avenue, Chicago 11, Il. 

Association of Casualty and Surety Companies, 60 John Street, New York 
Theta le 

Bureau of Accident and Health Underwriters, 60 John Street, New York 7, 
nN. ¥. 

Health and Accident Underwriters Conference, 176 West Adams Street, 
Chicago 3, IIl. 

Life Insurance Association of America, 488 Madison Avenue, New York 22, 

Life Insurers Conference, 618-19 Mutual Building, Richmond 19, Va. 

The American Life Convention is an organization of 229 life insurance companies, 
many of which also conduct a health and accident business, 

The American Mutual Alliance is an organization of 116 mutual fire and 
casualty insurance companies, several of the casualty companies conducting the 
business of health and accident insurance along with other casualty lines. 

The Association of Casualty and Surety Companies comprises 79 stock casualty 
companies, &@ number of which conduct a health and accident business. 

The Bureau of Accident and Health Underwriters includes in its membership 
51 casualty companies and 15 life insurance companies. All of these companies 
conduct the business of accident or of health and accident insurance. 

The Health and Accident Underwriters Conference includes in its[membership 
82 life insurance companies and 70 companies or associations which either write 
health and accident insurance only or write that line together with one or more 
casualty lines. 

The Life Insurance Association of America represents 95 life insurance com- 
panies, many of which also transact health and accident insurance. Nearly all 
the members of this association are also members of the American Life Conven- 
tion, and there is a close integration of the activities of the two organizations. 

The Life Insurers Conference represents a group of 83 companies, largely located 
in the Southeast, which issue life insurance on the industrial or weekly premium 
basis. Many of these companies issue a combination policy of life, health, and 
accident insurance. While the members of this organization issue a very sub- 
stantial amount of health insurance providing weekly indemnity benefits, few of 
them offer hospital, surgical, nursing, or medical expense benefits. 

Of the organizations listed above, only the Bureau of Accident and Health 
Underwriters and the Health and Accident Underwriters Conference are concerned 
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exclusively with health and accident insurance, the others being interested also in 
the other lines of insurance conducted by their members companies. 

In general, each of these organizations is governed by an executive or governing 
committee, the members of which are elected by the member companies, each 
company having one vote. Each organization has a president or chairman who 
holds office for a limited term and who is usually an executive officer of one of the 
member companies. Each organization has a permanent full-time staff, headed 
by a manager or executive director, and including in some cases attorneys, actuaries 
or statisticians, research workers, and other staff employees. 


A-2. The supervision of accident and health insurance 

The supervisory control exercised by States over insurance companies i 
broad and intensive. The state, by statute and regulation, can and does impose 
on such companies, as corporations endowed with a public interest, the full weight 
of its police power to an extent not felt by business in most other fields. his 
power is exercised through an insurance commissioner, responsible to the public 
for the maintenance of satisfactory insurance conditions in his State, whose powers 
are very broad. 

The States usually have special statutes for the incorporation of insurance 
companies. They establish capital requirements in the case of stock companies 
and require @ minimum number of policyholders in the case of mutual companies. 
‘There are various other limitations as prerequisites to commencing business as 
well as limitations on the fields in which the company may engage. Also, formali- 
ties designed to indicate the financial responsibility and probable permanence of 
the business are imposed prior to authorization of a company to do business. 

One of the prime responsibilibites of the insurance commissioner is to satisfy 
himself from time to time as to the ability of a company to meet its obligations. 
This is done through the required filing of voluminous annual statements, the ex- 
amination from time to time of the books and records of the individual companies 
by qualified examiners, the fixing of reserves to be maintained by the companies, 
the fixing of standards for the valuation of securities, and the limiting of the kinds 
of property and securities in which companies may invest their funds. Some of 
the standards used are statutory; some are imposed under the commissioner’s 
general powers. Failure to comply with such standards means loss of under- 
writing privileges through cancellation of the certificate of authority of the com- 
pany. The success of these measures is seen in the record of personal insurance 
companies over the years. No question arises at this time or any other time, 
except in the most unusual cases, as to the ability of any companies to meet its 
commitments under its accident and health policies. 

The responsibility of the insurance commissioner does not cease with a determi- 
nation that the insurance company can meet its commitments. He is interested 
as well in what the commitments are, how they were entered into, the reason- 
ableness of the contracts offered the public, and how the company is carrying 
them out. Certain statutes assist him in these endeavors. All States have 
statutes prohibiting discrimination among risks of the same hazard; all States 
require agents to be licensed on the basis of certain qualifications before they may 
write policies; most States require policy forms to be approved by the insurance 
commissioner before issue; and in most States certain rigid standard provisions 
must be included in the policies. Other States, also, give the insurance com- 
missioner authority to disapprove policies if the rate therefor is not commensurate 
with the benefits granted. Still other States permit disapproval if the policy is 
misleading, ambiguous, or contains provisions deemed by the commissioner not in 
the public interest. 

The insurance commissioners hold themselves available for the filing of com- 
plaints by policyholders and beneficiaries against insurance companies. The 
insurance departments are not clothed with judicial powers, but the result of the 
complaint procedures is seen in settlement of controversial claims, improvement 
in policyholder relations, improvements of policy contracts, and improvement in 
office procedures and in better understanding of the public needs by the insurance 
company personnel. 

The insurance business, although regulated by the States, is a national business. 
As long ago as 1871, this was recognized by the establishment of the National 
Association of Insurance Commissioners, a voluntary association of State insur- 
ance commissioners, through which such commissioners could assist each other 
in the discharge of their official duties. The record of its accomplishments is 
good. Of particular significance in the accident and health field are (1) the adop- 


tion of uniform standard provisions for policies; (2) uniform reporting basis in 


is 








136 HEALTH INSURANCE PLANS IN THE UNITED STATES 


annual statements; (3) standards of determining solvency; (4) adoption of defi- 
nitions of group and franchise insurance, and approval of model legislation on 
various matters, later adopted by the individual States; (5) adoption of a guide 
to the filing and approval of policy forms which has been adopted by many States 
and serves as a basis by which companies are guided in drafting forms; (6) keep- 
ing and filing of loss experience by policy form; (7) Unauthorized Insurers Process 
Act to bring into local courts the collection of claims against unlicensed com- 
panies doing business by mail; (8) adoption of the Statement of Principles, Per- 
sonal Accident and Health Insurance concerning construction of policy forms, 
particular policy provisions, and their use, and preparation of advertising and 
solicitation material; (9) Fair Trade Practice Act enacted by States to regulate 
insurance practices; and (10) recommendation of uniform policy provisions bill, 
completed in 1950; it is expected that most States will enact this recommended 
legislation in 1951 or 1952. 

The work of the National Association of Insurance Commissioners is dynamic, 
as is indicated by the number of States that have adopted its proposals, either by 
legislation or regulation. At the present time, it has additional proposals under 
consideration, some of which include: (1) Unauthorized Insurers False Advertis- 
ing Process Act and the regulation of unauthorized insurers, (2) ways and means 
of bringing more uniformity in the requirements of the various States as to the 
forms of policies, including a thorough study of present policy approval problems 
and possible revision of the guide to the filing and approval of policy forms; 
(3) study of definitions of group, blanket, and franchise insurance; (4) need for 
further legislation or regulation of nonprofit service plans; and (5) agents’ licens- 
ing laws. 

All of the above indicates the forces at work in the interest of the policyholder 
and beneficiary through State supervision. Their effect is the enforcement of 
sound practices and the use of only sound and unambiguous policy forms at 
reasonable and nondiscriminatory rates. 


B-1. Sources of data on coverage under health insurance policies (table 1) 


The data on coverage under health and accident insurance policies against the 
risks of hospital expense, surgical expense, and medical expense, presented in 
table 1, were derived separately for group insurance and for individual policies, 
and are based partially upon estimates. 

The group insurance data for 1945 were compiled by the Equitable Life Assur- 
ance Society. For the years 1946 to 1949, inclusive, the data were taken from 
reports of the Life Insurance Association of America. 

In the case of individual policies, no data are available for 1945. The esti- 
mates shown as of December 31, 1946, were taken from Reed’s Blue Cross and 
Medical Service Plans, published in October 1947. In submitting these estimates, 
Dr. Reed stated, ‘‘This insurance has been growing rapidly and these estimates 
may be quite wide of the mark.’’ For the years 1947 through 1949, the figures 
for individual insurance were taken from reports of the Chamber of Commerce 
of the United States of America published in the magazine, American Economic 
Security.! 

The element of estimate contained in the figures of table 1 was necessary to 
allow for the fact that, in the basic surveys, completed returns were not received 
from all the companies known to be transacting health and accident insurance 
business. However, for 1949 data, companies answering these questionnaires 
represent, in premium volume, approximately 82 percent of the total health and 
accident premiums written in the United States, 


B-2. Reduction factors allowing for duplications in health insurance coverage 


The following description of the methods used in eliminating duplication of 
coverage under health and accident insurance is quoted from the Survey of Acci- 
dent and Health Coverage in the United States published by the Health Insurance 
Council, New York, August 1950: 

‘To avoid counting more than once a person who is insured under more than 
one policy or who carries individual as well as group insurance, a deduction has 
been made equal to 1634 percent of the number of individual policies of health and 
accident insurance providing income benefits. This method was based on studies 
made some time ago by representative insurance companies. In order to test 
this factor on a broader base and under current conditions the committee recently 

| Figures given adjusted for 1947 by addition of figures for hospital insurance companies as set forth in A 


Survey of Accident and Health Coverage in the United States as of December 31, 1947, published by the 
Health Insurance Council. 
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sent a special questionnaire to a group of the leading writers of individual health 
and accident policies requesting that sample studies be made of applications re- 
ceived and claims processed to determine the current extent of duplication 
Thirty-one companies, whose business represents 39 percent of all the coverage 
under individual policies, responded to this questionnaire. Analysis of the data 
submitted indicated that each insured person held an average of 1.18 policies or 
group certificates. To allow some margin, a factor of 1.2 has been used instead 
of 1.18 to represent the average number of policies or certificates per person 
insured. Thus, a reduction of 163 percent adjusts the number of policies to the 
number of persons insured. The same study referred to above indicated that 
each person insured against hospital expense under an individual policy held an 
average of 1.16 policies, insurance certificates, or Blue Cross membership certifi- 
cates. The same reduction factor, 16% percent, was also used to make a con- 
servative allowance for this duplication as well as for similar duplication with 
respect to surgical and medical expense coverage 

“The study referred to above, having been conducted through a survey of 
individual policies, did not give any indication as to the possible duplication 
between group insurance against hospital expense and Blue Cross coverage. 
The rapid growth of both forms of protection and the mobility of our labor force 
suggested that some duplication had also arisen in this area. Accordingly, in- 
quiries were recently directed to a large number of insurance representatives who 
install and service group cases requesting them to estimate the extent of this 
duplication. It was brought out that subscribers to Blue Cross who become 
insured under group insurance policies providing hospital expense benefits some- 
times retain their Blue Cross coverage, where they are permitted to do so. When 
the Blue Cross membership is retained, however, it is frequently for a temporary 
period. While specific statistical data are not available, it appears from the 
estimates made by these service representatives that an adequate deduction to 
allow for the duplication between group insurance and Blue Cross coverage would 
be 10 percent of the number of group certificates. There appear to be no sub- 
stantial duplication of a similar character in surgical and medical expense cover- 
age. However, there is a further area of duplication in State plans such as those 
of Wisconsin, Tennessee, and others, where surgical plans approved by medical 
societies are underwritten by insurance companies. The entire coverage under 
such plans has been deducted from the gross aggregate figures. The indications 
are that any duplication in other areas is negligible. The resulting estimates of 
the duplication from these three sources are summarized in the table below. 


Deduction for duplication of coverage 


Hospital Su il Medical 
4 of individual policies 2, 455, 000 1, 552, OO 392. (i 
io of group hospital expense certificates 1, 770, 000 
State medical society plans underwritten by insurance com- 
panies 232, 000 658. 000 175. O06 
Total 4, 457, OOK 2 210, OOK 567, 000"’ 


B-3. Estimates re classification by sex of those covered by group health insurance 


policies 
Figures were obtained from the 1949 morbidity study of the Actuarial Society 
as to the proportionate division by sex of employees covered under the various 
forms of group health insurance. A sample of the data of one large company 
was then used to determine what proportion of insured dependents under each 
form were adults. On the assumption that all of the adult dependents were 
females, it was then possible to estimate that, as of the end of 1949, about 48 per- 
cent of the adults insured for hospitalization benefits, about 45 percent of the adults 
insured for surgical benefits, and about 40 percent of the adults insured for medical 
expense benefits were females, as shown in the text. 
B-4. Derivation of State distribution of those covered by health insurance policies 
(table 5) 
In the case of individual health insurance policies, the Chamber of Commerce 
of the United States early in 1950 sent questionnaires to all companies writing 
such policies, as mentioned in the text, requesting an analysis of their policies in 
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force by States. Replies were received from companies writing a little more than 
30 percent of the total volume of such insurance. From these reported data, 
estimated totals were obtained by reference to the total accident and health 
premium income on individual policies in each State as reported in the 1950 
edition of Spectator Casualty Insurance by States. In the case of group health 
insurance, the Life Insurance Association of America, as also mentioned in the 
text, sent questionnaires to the leading group-writing companies at about the 
same time, requesting similar data; and a State-by-State distribution of numbers 
of individuals covered and of amounts of coverage by the 11 companies writing 
the largest amounts of group accident and health insurance was obtained. These 
companies in 1949 had 73 percent of the total group accident and health premium 
income in the continental United States, and the proportion for any one type of 
coverage would also be close to such percentage. The estimated totals for all 
companies were based on the totals of the figures furnished by these 11 companies. 

The records of the companies are in general not adapted to give accurate results 
for the distribution of group coverage by States. The group figures furnished by 
the companies and the totals derived for table 5 consequently depend to a con- 
siderable extent upon estimate. In consolidating the group and individual figures, 
the estimated duplication was deducted in the manner previously explained. Thus, 
the net totals shown in table 5 exclude the estimated duplication not only with 
the insurance business, but also between insurance companies and Blue Cross, 
Blue Shield, and other plans not operated by insurance companies. 


C-1. Excerpts from 1948 Report of the Hospital Insurance Committee of the Health 
and Accident Underwirters Conference 


Following are excerpts from the 1948 Report of the Hospital Insurance Com- 
mittee of the Health and Accident Underwriters Conference, comparing indivi- 
dual hospital expense policies issued in 1945 with those issued early in 1948: 

Amount of daily hospital benefit—‘‘The number of policies written for $3, $4, 
and $5 per day benefits has decreased substantially and those paying $6, $7, $8, 
and $9 per day have correspondingly increased showing a definite trend toward 
more complete coverage in line with the higher daily hospital rates that are now 
being charged.” 

Maximum confinement period.—‘‘Policies limiting full benefits for any one acci- 
dent or illness to 21 days, 28 days, and 30 days have apparently been supplanted 
(in approximately 50 percent of the policies analyzed) by policies limiting these 
indemnities to 45, 60, 70, 90, 100, 120, and 180 days, again showing a substantial 
trend favorable to the policyholder.” 

Limitation of benefits in any one year.—‘‘In the early survey 40 percent of the 
policies analyzed made their period for which full benefits are paid on a basis of 
‘any one policy year’ or during any period of 12 consecutive months, while the new 
survey discloses only about 9 percent of the policies follow this procedure. The 
others (91 percent) pay the limit specified ‘for any one accident or illness.’” 

Minimum period of confinement required.—‘‘In the matter of the required length 
of time in the hospital in order to establish a valid hospital claim, there has also 
been a decided change favorable to the policyholder. The former survey dis- 
closed that at that time over 40 percent of the policies definitely set up minimum 
requirements in hours of from 12 to 24, whereas that percentage in the present 
survey is less than 26 percent.”’ 

Incontestable and grace provisions.—‘‘The percentage of policies carrying an 
incontestable clause has increased from 18 percent in the original survey to 
approximately 42 percent inthe new one. Grace periods for payment of premiums 
are also becoming much more prevalent, the comparison being 51 percent 3 years 
ago and 70 percent at present.” 

Miscellaneous hospital expenses.—While only approximately 32 percent of 
the policies in the original survey paid miscellaneous hospital expenses on an un- 
allocated basis, we now find over 57 percent in that category.”’ 

“Among those companies still paying miscellaneous hospital expenses on an 
allocated basis, the new survey shows a very definite trend towards higher amounts 
for the individual items and in many cases the removal of specifie limits for 
certain items of such expenses.” 

Exclusions.—‘‘Some of the highlights in the matter of disorders which are spe- 
cifically excluded are set forth below: 

“The percentage of policies excluding hospitalization as a result of attempted 
suicide, have been reduced approximately 20 percent. 

“While hernia was excluded in 20 percent of the policies 3 years ago, it is now 
only excluded in two of the policies surveyed, or a percentage of a little over 
2 percent. 
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“exclusions against mental disorders and neuroses have been reduced from 
approximately 70 percent to approximately 25 percent. 

“The exclusion against cases contributed to by liquor and narcotics has been 
reduced from approximately 30 percent to about 12 percent. 

“The exclusion against female disorders has been reduced from about 12% 
percent to slightly over 1 percent. 

“The exclusion against venereal diseases has been reduced from approximately 
75 percent to about 58 percent.” 

Waiting periods.—‘There has been a substantial reduction in the number of 
policies setting up special waiting periods for specific disorders: 

‘For instance approximately 56 percent had special waiting periods for an 
appendectomy while in the latter survey the percentage was reduced to about 
47 percent. 

“Exclusions against goiter which amounted to about 15 percent before, have 
been reduced to slightly over 1 percent. 

““The percentage of policies requiring a special waiting period for tonsil opera- 
tions has been reduced from approximately 54 percent to about 44 percent. 

“‘The percentage of policies setting up a special waiting period for adenoid 
operations has been reduced from about 44 percent to about 35 percent. 

“The percentage of policies requiring a special waiting period for hemorrhoids 
has been reduced from approximately 27 percent to about 11 percent. 

‘Policies requiring special waiting periods for female disorders has been reduced 
from about 50 percent to approximately 40 percent. 

“Those requiring special waiting periods for rectal troubles have been reduced 
from about 11 percent to about 8 percent. 

“The percentage of policies setting up a special waiting period for gall bladder 
troubles has been reduced from approximately 22 percent in the older survey to 
around 8 percent in the current one. 

“The number of policies requiring special waiting periods for stomach and 
duodenal ulcers has been reduced from 7 percent to about 1 percent.”’ 

Maternity benefits—‘‘In the matter of maternity, practically all policies carrying 
maternity do now limit the amount payable for it to a specific amount in money 
or the number of days, whereas 3 years ago, there still seemed to be a large per- 
centage of companies experimenting with the idea of carrying maternity without a 
specific limit.” 

Surgical benefits—‘ A comparison of surgical schedules which were being offered 
3 years ago with those in current survey, shows a very substantial increase in 
schedules paying higher amounts and a corresponding decrease in those paying 
very low amounts. For example, 3 years ago, only approximately 16 percent of 
the schedules submitted were paying $100 or more for an appendectomy. In the 
present survey, we find that more than 35 percent have this type of schedule. 
On the other hand, 3 years ago, there were 28 percent of the surgical schedules 
paying $50 or less for an appendectomy, whereas in the new schedule the per- 
centage is only 13 percent.” 








Age limits.—‘‘Companies generally are apparently loosening up their require- 
ments considerably insofar as age limits are concerned. Three vears ago a great 
many companies would not accept children younger than 1 vear. Today prac- 


tically all of them will accept them at age 3 months and a very large percentage 
at age 1 month. The ages at which older people can be written at standard rates 
have been raised in many instances, and a very high percentage of companies 
will write even older risks at an increased premium (usually 50 percent).’’ 

The above quotations, as mentioned, relate to the situation over 2 vears ago 
in contrast to that of more than 5 vearsago. Some of the most significant changes 
have occurred since the time these statements were made. 

C-—2. Sources of data on health insurance benefits 

Except where otherwise indicated, the information as to the benefits provided 
in individual and family health insurance policies presented in chapter II] is based 
mainly on a survey of the provisions of such policies made during 1950 by the 
Chamber of Commerce of the United States through use of a special questionnaire. 
This study was undertaken at the behest of the Brookings Institution in connec- 
tion with the large-scale study of health and health insurance in progress at that 
institution. An article reporting on the chamber’s survey by Benjamin B. Ken- 
drick and A. L. Kirkpatrick, entitled ‘““‘What Protection Do You Buy in an Indi- 
vidual or Family Health Insurance Policy?,” will appear, it is planned, in a pending 
issue of the chamber’s American Economic Security. 
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With respect to the benefits provided through group health insurance, the Life 
Insurance Association of America undertook an analagous survey, also at the 
behest of the Brookings Institution, in which the larger group-writing companies 
participated. Data from this survey were utilized in the present report and 
may be utilized in the forthcoming Brookings publication, but a separate published 
report devoted entirely to presenting the results of the special group survey is not 
now planned. 


G-1. The use of differing denominators in computing operating ratios (Tables 32 
and 33) 

It is customary in insurance publications, as mentioned in the text, to relate a 
company’s outlays for benefits and for claim expenses to the amount of the pre- 
miums earned (i. e., on an accrual basis), while outlays for underwriting expenses 
are customarily related to premiums written or received (i. e., on a cash basis). 
In consequence, the resulting ratios are technically not additive, because of the 
differing denominators. Over a long period of time, however, the two bases 
become substantially identical, and even in the short run the addition of such 
ratios, as in tables 32 and 33, seems warranted. Indeed, a more accurate represen- 
tation of the facts is achieved in this way. 

The main point is that the premium earned under any policy includes that 
portion of the premium paid which provides protection in the current calendar 
vear. For example, if an annual premium is paid on a policy taking effect on 
April 1, only 9 months of protection are provided through December 31, and 
therefore only three-fourths of the premium is earned in the calendar vear. 
Since, on the average, and ignoring seasonal variation, only three-fourths of the 
normal claims for the full policy vear would be incurred through December 31, 
the claims and expenses incident thereto should be measured against the premiums 
earned rather than the premiums written. However, in the case of underwriting 
expenses, the major portion is incurred when the premium is received since the 
commissions, taxes, and collection expenses are paid or incurred at that time. 
Therefore, the underwriting expenses are more appropriately related to premiums 
received or, in casualty insurance accounting, to premiums written. In the case 
of group insurance, the difference between premiums written and premiums 
received is generally small. 

H-1. Sources of information on Health Insurance Council 

The material in chapter V concerning the work of the Health Insurance Council 
in regard to hospital admission plans is adapted from an unpublished statement 
made by Charles A. Siegfried, associate actuary, Metropolitan Life Insurance Co., 
before the Society of Actuaries at its meeting in November 1950. 

The material following in chapter V concerning the work of the council in regard 
to medical-society surgical expense plans is adapted from an unpublished state- 
ment made by Morton D. Miller, assistant actuary, the Equitable Life Assurance 
Society of the United States, also before the Society of Actuaries at its meeting 
in November 1950. 

The material in chapter V on the life insurance medical research fund is based 
primarily on the published annual reports of that fund. 
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APPENDIX E 


INFORMATION SUBMITTED TO THE SUBCOMMITTEE ON HerALTH OF THE 
SENATE COMMITTEE ON LABOR AND PuBLic WELFARE BY THE 
SociaAL Security ADMINISTRATION 


PREPAYMENT HosPITAL AND MEDICAL-CARE ORGANIZATIONS 1949 SuRVEY OF 
NONAFFILIATED PLANS 


SUMMARY 


This report deals with 251 plans furnishing hospitalization and medical care; 
information regarding their membership, benefits, finances, and the like is not 
available from other centralized organizations furnishing data for the survey of 
prepayment medical care of the Subcommittee on Health of the Senate Committee 
on Eber Public Welfare. The report is based on a special survey covering all 
nonaffiliated plans in the United States in operation in 1949. At the request of 
the subcommittee, the survey was brought to completion in time to make the pre- 
liminary results available in the present form. 

The survey was designed to supplement the information on prepayment medical 
care organizations otherwise available, and therefore covers a wide variety of plans 
offering widely different benefits. The plans range in size from fewer than 100 
members to over 450,000. Benefits range from a few dollars a day for hospitaliza- 
tion to complete medical care. 

The primary objective of the survey was to obtain data for all nonprofit medical 
care plans which specifically provide methods of prepayment for the services of 


physicians for care rendered in the home, the office or clinic, and in the hospital. 
lhe survey has determined that 165 plans, covering almost 3 million persons, 
provided this wide scope of benefits to their membership. An additional 19 plans 


with 276,000 members provided physician’s service in the home, office, or clinic. 
There were thus 184 plans through which over 3.1 million persons either had or in 
combination with other plans could obtain, comprehensive medical care on a 
prepaid basis. 

At least 105 of these 184 plans had been in operation in 1945, the year the last 
previous survey of comprehensive medical-care plans was made; about half of the 
105 plans had been in operation for many years prior to 1945, some even dating 
back to the turn of the century. The years of successful operation of many of 
these plans thus provide ample demonstration of the feasibility of combining pre- 
payment for home and office care with hospitalization and in-hospital surgical- 
medical insurance. 

The survey also covered 34 plans providing in-hospital surgical benefits to 
343,000 members. The plans in this group were designed to provide hospital- 
ization benefits, supplemented for part of the membership with surgical benefits. 
A membership of 866,000 was found in 33 other plans restricting their benefits to 
hospitalization. These 67 nonprofit plans, like the 184 more comprehensive ones 
previously mentioned are not included in other reports received by the sub- 
committee survey staff since they are not associated with the Blue Cross or Blue 
Shield commissions. 

The 184 comprehensive plans (those providing medical care in the home and 
office—and in most plans in the hospital—will be so designated in this report 
are located in 37 States and the District of Columbia but 50 percent of them are 
concentrated in 7 States. In these 7 States the formation of independent self- 
governing plans is not hampered by legal restrictions relating to their organization 
and control. The 67 plans of limited scope are located in 25 States. 


Twenty-five of the 251 surveyed plans were community-wide nonprofit organi- 
zations (the type of organization under which the Blue Cross plans also operate 
Thirteen plans were sponsored and controlled by medical societies (the Blue 
Shield pattern of organization). The remaining 213 plans developed as a result 
of entirely different forms of sponsorship, being either within industry, among 
consumers, or through the development of a prepayment arrangement by a private 
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group clinic. The nature of this sponsorship and the form of control have enabled 
the participants to seek and obtain a type of plan which meets their own particular 
requirements for medical care through a prepayment arrangement. This has 
meant that, in most plans, the services of physicians in the home and office or 
clinic as well as in the hospital are included in the benefits. It has also meant 
that the benefits are most frequently given in the form of service rather than cash 
indemnity payments. 

General characteristics of the plans in addition to the two important ones al- 
ready cited include, as a general rule, the provision of services to dependents, 
though there are exceptions among the industrial plans. Where cash indemnity 
benefits are used in comprehensive plans, it is more frequently with respect to 
hospitalization than to medical benefits. Hospitalization is always provided as a 
sash indemnity payment among plans limiting their benefits to hospitalization, 
with or without surgical benefits. Surgical benefits are rendered as cash indem- 
nity payments in all 34 of the limited plans covering this benefit. 

Approximately 3.9 million members of the 251 surveyed plans were eligible for 
hospitalization benefits in 1949. For a total premium income of about $40 
million, it is estimated that the members received about $36 million in benefits, 
the balance being used for administrative expenses, reserves and the like. The 
per capita income allocated to hospitalization by plans reporting hospitalization 
income and expenditure was $10.25 and their expense was $9.40 per capita. 
These figures are approximately similar to the per capita figures for the Blue 
Cross hospitalization plans. The ratio of expenditures to income, 84 percent, is 
also similar to that of all Blue Cross plans combined. ; 

The medical care benefits provided by these plans were available to 3.5 million 
members. Total income for medical care among 216 plans covering these bene- 
fits was estimated to be $54 million in 1949; expenditures for benefits amounted 
to $46 million. Data from plans reporting income and expenditures for hospital- 
ization and for medical care separately indicated that plans providing physicians’ 
services in the hospital, home, doctor’s office or clinic received about $14 per 
capita a year and spent $12 for the medical benefits given members. The pro- 
portion of income used for benefits was about 86 percent among all plans reporting 
medical-care finances. 

With total expenditures for all benefits of nearly $83 million (and total income 
of $94 million), these 251 plans with an enrollment of 4.5 million members ac- 
counted for 9 percent of all prepaid medical-care expenditures in the United States 
in 1949. Plans offering more or less comprehensive benefits were able to cover 
the costs of hospitalization and physicians’ services in the home, hospital, office 
or clinic, and provide other benefits for a cost of $22.34 per member, charging 
the member $24.37 as premium, The proportion of income returned as benefits 
in all the reporting plans together was 92 percent. 

Between 1945, when the independent plans of the type included in this report 
were last the subject of a survey, and the 1949 survey, there has been an increase 
of 56 plans providing more or less comprehensive medical and surgical benefits, 
with an expansion in membership of 1.3 million in the nearly 5 years. Plans in 
operation in 1945 and included in the 1949 survey—110 plans in all—had an 
increase in membership of 676,000. While growth in these plans has not been 
rapid, it has been sustained. 

In the text and the 19 tables which follow, the 184 comprehensive plans and 
the 67 limited plans are considered jointly and separately to give an opportunity 
for examination of the entire survey and its distinct components. The data 
dealing with the finances of these plans have not hitherto been presented in 
any form. 

INTRODUCTION 


In 1949, through arrangements other than Blue Cross, Blue Shield, or com- 
mercial accident and health insurance, more than 250 plans provided medical 
care and hospitalization protection to over 4 million people on a prepayment 
basis. These prepayment medical care organizations have no national affiliation 
(with few exceptions), so that they might properly be characterized as independent 
plans. While they are greater in number than the Blue Cross and Blue Shield 
plans, their membership is nevertheless much smaller. Their significance is 
derived from the fact that most of them provide a wider range of insurance 
benefits than is true of the plans classified as Blue Cross, Blue Shield, or commercial 
insurance. 

This report deals with 251 of these nonaffiliated plans. The data were collected 
by the Division of Research and Statistics, Social Security Administration, 
through a survey begun in the summer of 1950 and brought to completion early 
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in 1951. It includes information relating to the year 1949 on the geographic 
distribution of the plans and their membership, the type of sponsorship or organi- 
zation under which the plan operates, the number of persons covered for each 
type of benefit, and the value of the protection afforded in terms of premium 
and benefit payments. 


PURPOSE AND METHOD OF SURVEY 
Purpose of the survey 

The survey was undertaken in order to round out current data on all available 
types of prepaid medical care in the United States.!. Over-all data, of greater or 
lesser comprehensiveness, are available for the Blue Cross, Blue Shield, and com- 
mercial insurance plans, but not for the remaining plans which provide insurance 
against medical costs. It is especially important to obtain up-to-date data about 
many of the nonaffiliated plans because they have special significance beyond their 
relative importance with respect to the number of persons covered. This special 
significance is concerned with the wide range of services provided by many of these 
plans, the fact that the plans are in many instances operated by consumers, and 
that many of them antedate the more widely known present-day forms of pre- 
payment for limited protection against the costs of medical care. 

The survey was undertaken for the further purpose of bringing up to date the 
data published in Bureau Memorandum No. 55 for 1945.2 No broad review of 
prepayment medical-care plans had been undertaken since that last war year, so 
that subsequent reports have, of necessity, had to rely on that information—now 
of uncertain reliability—for approximate coverage figures. The time had also 
arrived when it seemed advisable to repeat the earlier effort to uncover plans newly 
established in the nearly 5 years since the last survey was made and to determine 
the present status and coverage of plans which had been active in a period of war 
economy. 

No previous survey had undertaken to determine the number of persons belong- 
ing to non-Blue Cross plans offering only hospitalization as a benefit; conse- 
quently, independent plans limiting their benefits to hospitalization were also 
included in the survey. Their enrollment and the enrollment in independent 
hospital-surgical plans represent coverage for hospital benefits which belongs in 
any total counts of the number of persons insured against hospital expenses; 
but this had never been accurately determined before. It appears that a sizable 
amount of such protection is generally overlooked because of the focus on Blue 
Cross and commercial hospitalization insurance plans. 

The survey was undertaken for still another important reason. Figures show- 
ing the income received from and the amounts expended for their membership 
by (1) Blue Cross, (2) Blue Shield, and (3) commercial hospital, surgical, and 
medical insurance are available or can be derived from other data; but similar 
information has been lacking for this fourth category of organizations which also 
provide medical-care insurance or services. Annual summaries for the United 
States of the extent of voluntary insurance measured in terms of its dollar value 
are more meaningful than gross counts of numbers of persons, because the degree 
of actual protection afforded by the various types of insurance varies greatly.* 
It. has hitherto been necessary to estimate the dollar value of the services rendered 
by this fourth group of plans, on the basis of the number of persons insured as 
projected from the 1945 survey. It has been known that some plans were no 
longer functioning as self-insuring entities; but whether there had been an off- 
setting expansion among the remaining plans which were in operation in 1945 
and among the newly established plans was not known. Financial data for the 
plans covering only hospitalization insurance represent additional new information. 


Scope of the survey 


It was stated earlier that the survey covered nonaffiliated or independently 
functioning plans. This may not be an altogether unambiguous description of 
the scope of the survey. It may therefore be noted, in greater detail, that the 
survey included all plans—regardless of the extent of their benefits—which meet 
two or more of the following criteria: 

1. The plan is self-insuring and does not contract with another agency for the 
provision of benefits (all plans). 

1 “Medical care’ is here used in the broad sense, including services of physicians, hospitals, dentists, 
nurses, laboratories, etc. 

2 Prepayment Medical Care Organizations, Bureau Memorandum No. 55, Federal Security Agency, 
Socia] Security Board, Bureau of Research and Statistics, third edition, June 194! 

3 See Voluntary Insurance Against Sickness, 1949 Estimates, Social Security Bulletin, March 1951, p. 19. 
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2. The plan operates without reference to any coordinating agency (all but 
six plans). 

3. The plan is limited in its membership to a well-defined group, such as the 
employees of a factory, the members of a cooperative or of a union. 

4. knroliment and/or financial data for the plan in whole or part are not 
included in the regular reports of a central association of similar plans. 

5. The plan is nonprofit in concept, so that statistics on its enrollment and 
finances are not covered in aggregates of group or individual aecident and health 
insurance. 

6. The plan provides benefits beyond those generally characterizing Blue Cross 
and Blue Shield plans and therefore is significant for a study of comprehensive 
insurance benefit provisions. (Oregon Blue Shield plans, Washington State 
Medical Bureau.) 

Conversely, the survey excluded those Blue Cross and Blue Shield plans which 
limit their benefits to the coverage of hospitalization costs or limited surgical or 
medical-care costs (largely in-hospital), since reports emanating from the central 
commissions with which those plans are affiliated have been available and more 
or less adequate with respect to benefits provided, enrollment, and finances.‘ 

The survey excluded plans using commercial group or individual insurance con- 
tracts for hospital, surgical, and medical expenses (cash-indemnity plans) again 
because centralized data are available from insurance reporting agencies. 

The survey excluded the prepayment arrangements for mine workers because, 
after exploration with informed persons, it developed that the data could not be 
obtained. The prepayment arrangements of the miners were largely superseded 
in September 1949 by newer arrangements and the previous arrangements were 
too scattered and too diverse to be recapitulated a year later.5 

The survey did not attempt to cover student health services in universities, 
colleges, private schools and the like, principally because of the magnitude of the 
problem of collecting data about such arrangements in a short time. The varied 
scope of the benefits available from these services, the compulsory nature of some 
of the plans and the fact that a study of them is planned by the American Medical 
Association were among the reasons for excluding student health services from 
this canvass.°® 
Survey method 

The survey was conducted chiefly by mail, using a one-page questionnaire. 
Further information was obtained by correspondence and from published data.’ 

A mailing list of over 450 names was developed from a variety of sources; the 
principal source was the files of the Division of Research and Statistics developed 
from the 1945 and earlier surveys and augmented since then from all information 
coming to the attention of the Division concerning prepayment plans. Other 
Government agencies, insurance annuals and State insurance commission reports, 
and similar documents were consulted for names of nonprofit medical care organ- 
izations, private group clinics with prepayment plans and the like, 

Completeness of the returns 

The percentage of response was unusually high in this survey. Only 13 plans 
(3 percent) of the 460 plan names were marked ‘‘no information” when the survey 
was closed. If some of these plans were actually in operation in 1949, it is quite 
certain that they covered only a small enrollment. 

rhe following tabulation indicates the results of the survey in terms of plans: 


Within the scope of this survey ; ‘ ie all 251 
Outside the scope of this survey ; oars 196 
No reply : 13 

Total_ : ey oa! / 460 


A number of plans to which the schedule was sent were excluded from the sur- 
vey because they were found either not to be in operation in 1949, to contract for 
their services with other carriers, or to be a subscriber group of a larger prepay- 


4 The 1945 survey included enrollment data and plan descriptions for all existing medical-society-sponsored 
plans offering service benefits, and for Blue Cross plans offering surgical benefits; at that time no coordinat- 
ing agency was collecting data about these plans. Beginning with 1947, the Blue Shield commission has 
been issuing regular reports on them. 

5 Only a few of these plans were included in the 1945 survey. Even the Boone report, generally regarded 
as giving at that time the most thorough review of the medical-care provisions of miners, had to rely on 
sampling. (Coal Mines Administration, U. 8. Department of the Interior: A Medical Survey of the 
Bituminous-Coal Industry. Washington: 1947.) 

6 Student health services were not covered in the 1945 survey. 

? See appendix A for sources and questionnaire. 
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ment plan. Blue Cross, Blue Shield and/or commercial insurance were the most 
widely used carriers. Some plans had arrangements for the provision of services 
to their members through private group clinic or consumer plans otherwise 
included in the survey. (See p. 154. 

The schedule asked each plan for income and expenditure data for its entire 
medical care insurance program; it also asked separately for income and expendi- 
tures relative to hospitalization benefits (i. e., room, board, operating room 
laboratory, X-ray, and the like). In many instances, it proved impossible for a 
plan to segregate that part of its income assignable to covering the cost of hos 
pitalization or to report expenditures for hospitalization alone. The financial 
data on hospitalization are therefore less complete than the financial data cover 
ing benefits as a whole. No financial data were supplied by 46 plans 


In a lesser number of instances, review of the schedule revealed that the cost of 
providing medical services in the hospital (i. e., the surgeon’s services) had not 
been segregated from the hospital room, board and related charges. For thes 


reasons, per capita data on income and expense for hospitalization have been 
based on the returns from those plans which were able to correc 
items from their total income and expenditure. 

Enrollment data have in all cases been used as submitted. Figures for income 
and expenditure have been corrected by rechecking with the plan when necessary 
to confine them to medical care and to omit income and expenaitures for other 
benefits provided by the plans, such as cash sickness, death benefits and the like. 


ly separate these 


GENERAL CHARACTERISTICS OF SURVEYED PLANS 


The plans considered as being within the sco 


pe of this survey fall into four 
major categories: 











I \ t 
Total 25} {4 

1. Plans providing physician’s services, in the home, doctor’s otlice or clir 

snd hospital and in general providing hospitalization benefits ? 894. 308 
2. Plans providing physician’s services in the home, office or clinic (but not 

in the hospital) and in general providing hospitalization benefits } 275, 539 
3. Plans providing hospitalization and/or sur benefits (and very r 

stricted other medical benefits in a few n 12 
4. Plans providing only hospitalization benefits 1 Sf 

1 Includes 24,305 members eligible for Sp t fits « 





2 Of these, 80,552 were eligible only for ho 
benefits from these plans. 


Thus 65 percent of the surveyed plans and a corresponding percentage of the 
membership in these plans were eligible for a wide range of benefits, including, 
in addition to the services of physicians in the home, office or clinie and hospital, 
and hospitalization benefits, laboratory and X-ray services, ambulance service, 
and, in a number of plans, limited dental services. 

The membership of 275,539 in the second category, in which physician’s 
services in the hospital are not included in the benefits, is almost entirely derived 
from the 10 International Ladies Garment Workers Union plans covering 264,700 
persons. These subscribers receive medical attention at the union health centers; 
they are paid small cash indemnity amounts for their hospitalization benefits. 

In a number of the tabulations presented in this report, the 184 plans in the 
first two categories are grouped together and classified as “‘comprehensive plans,”’ 
or “more or less comprehensive plans,”’ since such a large proportion of their 
membership is eligible for many medical services in addition to surgical and 
obstetrical benefits, and most of these benefits are provided on a service rather 
than a cash indemnity basis. The 67 plans in the third and fourth categories are 
classified as ‘‘limited plans.’”’ Thirty-three of them provide limited medical 
benefits in the form of cash indemnity payments to be used in reimbursing the 
surgeon or obstetrician for services in the hospital; in the few plans in which 
other medical services are included in the benefits, they are restricted in scope and 
again, are furnished by means of a cash indemnity payment. These plans cover 
hospitalization also by means of cash indemnity payments, as do the 34 plans 
providing only hospitalization benefits. 

The 251 plans included 10 different types of sponsorship or organization. 
Some explanation and a few examples will serve to define these different types 
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Industrial plans were sponsored by employers, employees or unions, or by the 
employee or union and the employer jointly. Plans sponsored by the employer 
alone were financed in large part or entirely by the employer. (An example of the 
latter is the Endicott-Johnson Corp.’s workers medical and relief department.) 
Among plans in which the employee participated in the control are the mutual 
benefit associations or mutual! aid societies. Some of these were jointly sponsored 
by the employer and the employee, others were run entirely by the employees. 
The railway hospital associations are sometimes jointly sponsored and sometimes 
sponsored only by railroad employees. These plans cover a small number of 
retired workers in addition to active employees. The mutual benefit plans in- 
cluded in the survey represent only those which self-insure their membership, a 
small fraction of all employee or employer-employee plans with provisions for 
health and welfare benefits. 

The survey covered only two plans classified as employer-union sponsored. 
fhe ILGWU plans were classified as union-sponsored, since the union initiated 
the program and remains responsible for the operation of the health centers, 
although the employers now contribute to the financing of the plans under collec- 
tive bargaining agreements. The Labor Health Institute of St. Louis is also classi- 
fied as a union-sponsored plan. Data were received from one large union (the 
UAW-CIO) which were not included in the tabulations because the plan furnished 
only diagnostic services to its membership. 

Consumer-sponsored plans are those in which the purchasers of the medical 
care direct the nonmedical aspects of the plan. These plans have usually been 
established by a group of people interested in pooling their resources to purchase 
medical care. Examples include the Texas plans organized around a small 
hospital or clinic, Group Health Cooperative of Puget Sound, and the large Group 
Health Mutual Association of Minnesota. 

Community-wide plans as classified in this survey are those which are nonprofit 
in organization and open to members in the community at large. The two largest 
community-wide plans providing medical care benefits in this survey are Health 
Insurance Plan of Greater New York and Group Health Association of New York. 
Neither of these is allowed by law to include hospitalization among their benefits. 
Most of the other community-wide plans are nonprofit hospitalization plans, 
similar in organizational structure to the Blue Cross community-wide plans. 
Among them are the relatively large Inter-County Hospitalization Plan, Inc., and 
the 12 small county plans located ‘n Georgia. 

The medical society plans included in the survey are confined to the nine 
offering comprehensive medical benefits and the Nevada State Medical Associa- 
tion program, which has been shown separately from the Intercoast Insurance 
Association with which it has an agreement, since its enrollment, benefits and 
finances could be separated from those of Intercoast and because it is usually 
included in any count of medical society-sponsored plans. 

Only private group clinics providing medical care through a prepayment ar- 
rangement were included in the survey. 


MEMBERSHIP AND BENEFITS OF NONAFFILIATED MEDICAL CARE AND HOSPITALIZATION 
PLANS 

Coverage 

Almost 3 million persons, somewhat less than 2.5 percent of the noninstitutional 
civilian population of the United States, had protection of comprehensive scope 
against the costs of medical care (including hospitalization in most cases) through 
membership in the independent medical care plans included in this survey. 
Another 275,000 had insurance covering general medical services of somewhat 
more limited scope. In addition, almost a million persons were found to have 
protection against the cost of hospital care from plans of the Blue Cross-Blue 
Shield type but not affiliated with the Blue Cross or Blue Shield Commissions. 
Limited surgical care insurance was available to 343,000 members of these latter 
plans, and very restricted cash indemnity insurance for general medical services 
to members of a few plans. 

Of the 4.5 million different persons ® included in this survey, 3.9 million in all 
were protected against the costs of hospitalization. This total includes nearly 
3 million who obtained their hospitalization insurance in conjunction with insur- 





§ The plans have been so classified that there is no duplication when the scope of the benefit is taken into 
account. There is a possibility of a very small amount of duplication in the total count of all members of 
all plans which would occur between plans offering only hospitalization benefits and those covering only 
medical care. Very few of the hospitalization plans are in the same locality as the plans limiting benefits 
to medical care. In addition, the hospitalization carriers used by most of the members who do not receive 
this benefit from their own plan are known and are outside the scope of this survey. 
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ance against physician and other costs and the million who had only this one 
type of benefit. Thus, only about 600,000 persons (in the total of 4.5 million 
did not purchase hospitalization insurance from these plans, but many of them 
were insured for this benefit by insurance carriers not covered by the survey 
The membership of 275,000 in plans not providing medical-surgical services in 
the hospital may be insured for this benefit through Blue Shield or commercial 
insurance policies. 

Subscribers outnumbered dependents among the persons included in the survey; 
there were about three subscribers for every two dependents in all the plans taken 
together. Unlike Blue Cross and Blue Shield group policies, many of the plans 
were open only to the employee or subscriber. In those plans covering dependents 
there were 1.8 dependents per subscriber. 


Geographic distribution of plans and membership 

By region.—The 251 surveyed plans had their headquarters in 40 States and 
the District of Columbia. The Pacific region led in the number of persons having 
membership in the plans (1.6 million). The Middle Atlantic States accounted 
for another 1.1 million of the 4.5 million persons in all 251 plans. Plans in the 
South, while comparatively numerous, had small enrollments, so that their 669, 
055 members accounted for only 15 percent of the total enrollment. New Eng- 
land, where all the plans in the survey were sponsored by industry, had less than 
1 percent of the total membership. Table 1 shows the regional distribution of 
the surveyed plans and persons enrolled, by the type of sponsorship under which 
the plans operated as of the end of 1949. 

Industrial plans, numbering 150, were the major source of both plans and 
persons included in the survey; 29 of them were sponsored solely by employers, 
75 by employees or unions, and the balance, 47, jointly by the employer and the 
employee or union. There were 46 consumer plans (in addition to the 75 plans 
sponsored by employees or unions, which might also be classified as “‘consumer’’ 
plans). Twenty-five plans, including the 18 medical society sponsored plans 
covered by the survey, served whole communities. Private group clinics with 
prepayment plans numbered 17. 

By State-—Table 2 shows the distribution of plans and persons by State. No 
distinetion is made in this table between industrial, consumer, medical society 
or other types of plans. The table shows how many members of independent 
plans should be added to the membership by State in Blue Cross and commercial 
hospitalization insurance plans in order to determine the maximum number of 
persons in each State having any form of insurance against the costs of medical 
care, 

Texas, ranking first in the number of plans, ranked twelfth among persons 
covered. California, ranking second in number of plans, with over 800,000 
persons enrolled, was first in total membership; New York was third in number 
of plans and second in coverage (780,000). Ten States had only one plan each; 
these plans had enrollments ranging from 41 employees in a small industrial 
establishment in Connecticut to nearly 18,000 in the consumer plan in the District 
of Columbia. 

Comprehensive prepayment medical care plans have existed in California, 
Washington, and Oregon for many years. They represent a new development 
in Texas where the removal of most of the legal barriers against their existence: 
has resulted in the establishment of numerous smal! consumer plans. 

A word of caution should be inserted regarding the State totals in table 2. 
A number of plans have members in several States, but their membership has of 
necessity been assigned to the State in which the plan headquarters is located. 
This is a common reporting practice which seems to be unavoidable. The distor- 
tion of the State figures is perhaps more marked in this survey than is true among 
other types of carriers because of the comparatively large enrollment in the 
railway hospital plans included here; these plans commonly cover employees 
along the whole right-of-way of the railroad. 

There were no survey plan headquarters in eight States. In four of these eig] 
States, restrictive legislation may be at least partly responsible. More directly 
affected by restrictive legislation than the other types of plans included in the 
survey, consumer-sponsored plans are not found in 26 States, the majority 
identifiable as having restrictive legislation or court opinions preventing the 
formation of this type of plan.’ These legal barriers make it impossible to form 
a plan controlled by the membership and providing service benefits to them 
through their own facilities. 


of 








* Hansen, Horace R.: Laws Affecting Group Health Plans, in A Symposium on Laws Relating to Health 
Insurance Plans and Public Health, lowa Law Review 35:209-236, winter 1950. 
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Blue Cross hospitalization plans are located in the eight States which have no 
plans covered in this survey. In two of these States, South Dakota © and Maine, 
there are no Blue Shield surgical plans; the only form of medical care insurance 
available to their residents is the limited surgical and medical benefits provided 
by commercial insurance. 


Distribution of membership by type of organization 

Nearly 60 percent of the surveyed plans were classified as industrial; nearly 2 
million people or about 44 percent of the total membership was enrolled in the 
150 industrial plans (tables 1 and 3). In this group, employee or union sponsor- 
ship predominated, since nearly two-thirds of the 2 million membership were 
found in plans sponsored solely by employees or unions. Another 25 percent were 
members of plans jointly sponsored by the employer and the employee or union. 
Approximately 10 percent were members of plans operated by the employer. 

The 46 consumer plans (20 percent of the total) covered 291,000 persons or 7 
percent of the total membership. However, if the employee- or union-plan 
enrollment of 1.3 million were classified as consumer membership, some 36 percent 
of the entire coverage would be shown as membership in plans in which the pur- 
chaser of the insurance had the sole voice in the control of the plan. 

Coming between consumer plans and those controlled bypphysicians,” the” 25 
community-wide plans, with a nonprofit form of organization, and about a fifth of 
the total membership (814,000), might also be considered as subject to the public 
or the consumer’s approval. Membership in these plans made up 18 percent of 
the total, though the plans accounted for only a tenth of all plans. 

The 13 medical society plans and the 17 private group clinic plans together had 
about a third of the entire membership in 1949. Like the community-wide plans, 
their average enrollment per plan greatly exceeded that in the consumer plans. 
The 30 plans together had 1.4 million members. 

Scope of benefits 

Nearly 3 million people or more than 64 percent of the persons enrolled in the 
surveyed plans were protected against the costs of physicians’ services in the 
hospital, the home, and the doctor’s office or clinic (table 3). Most of this group 
(81 percent) were also protected against the cost of hospitalization through the 
same plan. While this enrollment was only a fraction of the Nation-wide member- 
ship in all medical-surgical plans, it is especially significant in demonstrating that 
health insurance can be applied to medical-care costs arising from nonhospitalized 
illness, including the cost of diagnosis, preventive service, and care in minor ill- 
nesses. Many of these comprehensive plans provide service benefits and have been 
in operation for 20 years or longer. 

Over 600,000 persons had less comprehensive benefits available from the plans. 
A total of 275,000 were entitled to physicians’ care in the home and office, but 
not in the hospital, through membership in 19 plans. The balance—343,000 
were entitled to benefits for surgical and maternity services in the hospital but 
not in the home (33 plans). Less than 10 percent of the members in these two 
types of plans were not covered for hospitalization benefits through the plans. 

Some 970,870 persons had hospitalization insurance only from the surveyed 
plans. Ninety percent of these persons were enrolled in plans in which the only 
benefit provided by the plan applied to hospital expenses. When broader benefits 
are available, members tend to avail themselves of the more complete protection. 

It is noteworthy that of the 184 surveyed plans providing more or less compre- 
hensive benefits, 42 are consumer plans and 58 are plans in which the employee 
or union has the controlling voice in the conduct of the plan (table 4). All of the 
17 private-group clinic plans provide comprehensive benefits. Nine of the thirteen 
medical-society plans within the scope of this survey offered comprehensive 
benefits. These 9 are the only medical society plans of the 82 such plans in the 
country which do provide comprehensive benefits. 

The family of the subscriber is covered in slightly more than half of the plans 
providing more or less comprehensive benefits (table 4). These plans account 
for two-thirds of the membership in this group of 184 plans. Plans which do not 
cover dependents are primarily industrial plans. The plans which cover depend- 
ents have 1.3 dependents per subscriber or 2.3 persons per contract. 

In the 67 plans with more restricted benefits, only 5.5 percent of the enrollment 
isin plans in which no dependency coverage is provided, and these are all industrial 
plans. The plans which cover dependents have somewhat fewer members per 
contract—2.1—than the plans providing more comprehensive benefits. 


‘© A small consumer plan serving a rural population began operations in 1950 in South Dakota. 
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Table 6 through 10 give added details about the surveyed plans and their 
membership. Table 6 shows by State the enrollment for hospitalization benefits 
in all the plans (215 of the 251) and in the 152 more comprehensive plans whict 
include hospitalization benefits. Table 7 shows by State the coverage for hos- 
pitalization and for surgical benefits in the 67 limited-benefit plans. The con- 
centration of industrial medical-care plans in urban States and of consumer plans 
in rural States becomes apparent in table 8, which shows the State distribution 
of the more or less comprehensive plans, by type of sponsorship. In all these 
tables, the State distribution is based on the location of the plan headquarters. 

Tables 9 and 10 give more detail on the scope of benefits by type of sponsorship 
of the plans. 

FINANCES OF THE SURVEYED PLANS 


Previous surveys of nonafliliated medical-care plans had requested information 
on monthly subscription charges of the plans, but had sought no other financial 
information. ‘The survey on which this report is based asked the plans to submit 
data on their income for prepayment benefits, their expenditures for these benefits 
and their administrative or operating expenses for 1949. In addition, the amount 
of income allocated to hospitalization insurance and the expenditures for the 
daily room and board, operating room, laboratory, and other usual hospital charges 
incurred by hospitalized members were requested." The difference between the 
total income and total expenditures for all benefits and the income and expendi- 
tures for hospitalization was allocated to the broad item covering all types of 
medical-care benefits other than hospitalization. 


Subscription charges 


Monthly subscription charges or insurance premiums among the surveyed plans 
were highly varied; there were almost as many different rate structures as plans. 
Information relating to the subscription charges of 102 of the 184 more or less 
comprehensive plans was analyzed particularly for general patterns.” 

Most of the 102 plans charge a fixed monthly premium varying, where de- 
pendents are covered, by size of family. This is the practice in 87 plans, 29 of 
which exclude and 58 of which include dependents in their membership. The 
remaining 15 plans relate the monthly charge to the amount of the employee's 
earnings. Only three of these plans provide benefits for dependents. 

The monthly premium for subscriber coverage alone in 86 of the 87 fixed- 
premium plans is shown in table 11. In the other plan in this group the employer 
pays the cost of benefits for the employee and the monthly contribution is with 
respect to dependents only. For all subscribers, and subscribers in plans ex- 
cluding dependents, the premium most frequently charged for subscriber coverage 
alone is between $2 and $3 a month; for subscribers in plans which have depend- 
ent’s coverage, it is between $3 and $4. 

In most plans which include dependents, the total premium is made up of the 
premium for the subscriber, an additional amount for the spouse, and an amount 
for each child usually with a maximum on the number of children for whom an 
additional charge is made. A few plans have a flat rate for family coverage 
regardless of size. 

The monthly contribution for a family of 4 persons was computed for the 
58 plans with coverage for dependents and for which subscription charges were 
known. The distribution of plans and members is as follows: 


Monthly contribution for Monthly contribution for 


family of 4 persons Plans Members family of 4 persons Plans Membere 

Total 58 1,410, 058 || $5.01 to $6 8 395, 820 

. - $6.01 to $7 { 33, 252 

$1.01 to $2 10 | 225, 328 || $7.01 to $8 4 252, 440 
$2.01 to $3 an 2 36, 039 || $8.01 to $9 4 309, 700 
$3.01 to $4 ‘ - | 8 71, 465 $9.01 to $10 4 78, 316 
4 i eas 3 | 17,103 |} $10.01 and over 1 595 

| 


It will be observed that the largest number of members are in plans charging 
= ny . . i . ~ 

between $5 and $6 a month for a family of four. Almost as many are i! 

plans for which the contribution for such a family is between $8 and $9. All four 





1 See appendix A, exhibit I, schedule of information. 
12 A corresponding analysis of the limited hospitalization and/or surgical plans was not made because of 
insufficient data. 
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of these plans charge between $2 and $3 for the subscriber alone. The majority 
of the members in the group for whom four-person family coverage costs between 
$5 and $6 a month are in plans which charge between $1 and $2 for the subscriber 
alone, although a considerable number (135,715) are in plans charging between 
$3 and $4 for the subscriber alone. 

A family of four could thus obtain more or less complete protection against the 
costs of medical and hospital care from these plans for an annual expenditure of 
between $72 and $96 in the majority of cases. The full range of charges for a 
family of this size (subscriber, spouse, and two children) was from $12 to $100 
and over per year, the actual amounts depending on the scope of the benefits and 
the extent to which the plan was subsidized by the employer. 

Estimates of income and expenditures of all plans 

At the close of the survey, sufficient financial data were available on 205 of the 
251 plans to permit estimates of income and expenditures for benefits to be made 
with what seemed to be reasonable accuracy for all of the surveyed plans. The 
financial data received applied to 82 percent of the entire coverage of all plans. 
Where data were missing, the estimates were made plan by plan in order to take 
into account the enrollment for each benefit offered, the type of plan, the monthly 
premiums of the particular plan and the scope of the benefits provided." 

The financial information supplied by the plans was very nearly complete with 
respect to the entire benefit structure, whether this included medical care alone, 
medical care and hospitalization, or hospitalization alone. Reporting plans 
were unable to report separate amounts for income applicable to hospitalization 
by itself or to medical care by itself when both benefits were offered by the plan 
in 79 instances. Thirty-six of these plans were, however, able to distinguish 
betivenh expenditures for the two classes of benefits. Expenditure estimates are 
therefore projected from a larger sample than is true of estimates of income, in 
the tabulations confined to either hospitalization finances or medical-care finances. 

For all surveved plans, estimated total income ing1949 was $93.8 million and 
estimated total expenditures for benefits $82.5 million. Approximately $40 
million of the income and $36 million of the expenditures went for hospitalization 
benefits; $54 million of the income and $46 million of the expenditures applie dd to 
medical-care benefits, including laboratory and X-ray examinations, dentistry (in 
some instances), etc. 


Plans Persons 
Benefits providing entitled to Income Expenditures 
the benefit the benefit 
Miillons Millions 
All benefits 251 4, 459, 260 $93.8 | $82. 5 
Hospitalization 215 3, 861, 792 39.7 36.4 
Medical benefit 216 3, 488, 390 54.1 46.1 


Hospitalization income and exrpenditures.—Estimates of income and expenditure 
for hospitalization for the 215 plans which have such benefits are shown by ty pe 
of plan sponsorship in table 12. This insurance cost on the average about $10.25 

r person and returned in the form of benefits $9.49 in 1949. These amounts 
are slightly high ‘r per capita than the per capita income and expenditures of Blue 
Cross plans, when the figures are confined to hospitalization.” The difference 
between income and expenditure is used for administrs itive expenses, reserves, etc. 

Medical-care income and expenditures.—Table 13 presents similar estimates of 
the income and expenditures for medical care in the 216 plans providing such 
benefits. In this table no distinction has been drawn between plans providing 
limited surgical benefits only and those providing more comprehensive medical 
care. 

On the average the 3.5 million members in the 216 plans providing medical 
benefits paid approximately $15.50 in premiums and received the equivalent of 
$13 in medical-care benefits in 1949. Administrative expenses were negligible 
in the industrial plans. Union plan members with an eighth of the membership 





A discussion of the plans which did not report on finances, in relation to the entire survey, is presented 
in appendix C. The method of estimating income and expenditures is also explained there in some detail. 
4 Since end-of-the ee ir enroliment was used in deriving per capita amounts, all per capita figures used in 
this report may be slightly understated. Average enrollment in the plans for 1949 was not available since no 
information was at i snd to show the enrollment at the beginning of the year. 
5 Blue Cross financial reports include the income and expenditures for surgical services of some of the 
pl ins 
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received only a twentieth of the total medical benefits paid. These are the plans 
discussed earlier which provide medical care through union-operated iar and 
do not cover in-hospital surgical and medical care. 

The income of $54 million and expenditure of $46 million among the 216 plans 
providing medical care for 3.2 million members entitled to these benefits form a 
basis for comparison of their benefit structure with that of the 71 Blue Shield 
and Blue Cross plans providing surgical-medical benefits. ‘The latter 
12.9 million people; their income and expenditures for surgical-med 
were $95.7 million and $75.3 million, respectively, in 1949. 

Combined income and expenditure—The total income of all 251 plans aggre- 
gated $94 million and expenditures amounted to $83 mill table 14). Per 
capita figures for income and expe nditures which might be deri 


ived from this 
table have little meaning since the number of persons covered for | 


covered 
ical services 


ospitalization 


is larger than the number covered for medical care benefits. The data are sub- 
mitted as a measure of the extent of health insurance available in 1949 from all 
of the nonaffiliated medical plans surveyed. 

Of the total income of $94 million, $20 million represented the aggregate 
income of the 60 employee sponsored plans. The plans sponsored by medical 
societies had an income of $22.5 million. Consumer sponsored plans, numbering 
16, accounted for only 6 percent of all income and all benefit expenditures 
Per capita income and expenditures 

The estimates shown in tables 12, 13, and 14 e finances of nonaffiliated 
medical care and hospitalization plans were obtained by projecting to the entire 


population at risk the actual re ported figures obtained for a portion of the cover- 


age which varied in size for each segment. How the size of these samples differed 
for each group, and for each benefit considered may be determined from the data 
in tables 15, 16, and 17. 

The data in these tables are derived from the income 
actually reported by the plans. Estimates were not used where data had not 
been furnished. ‘To enable the reader to judge how representative each figur 
might be, the percentage of total membership constituted by the sample is given 
for each type of plan. 

Because the plans in the survey which are sponsored jointly b 


and expenditure figures 


en ployers and 





unions (two plans) showed income and expenditures below average, while plans 
sponsored by employers and employees were nearly double the average for all 
plans, a more detailed classification of industrial plans is used in tables 12-17 
than in earlier tables. 

Hospitalization.—Per capita income for hospitalization insuran¢ iried ac- 


cording to the type of plan from $3 to $18 per year, but averaged $9 
for all reporting plans (109 plans, covering 64 percent of al 
hospitalization expenses) (table 15). 

Expenditures for hospitalization averaged $8.28 and varied from $2.89 to $17.: 
per capita. The loss ratio (i. e., proportion of income expended | 
90.2 percent for all plans reporting both i neome and expenditure 

Medical care.—Reported data covering 52 percent of the persor 





medical-care benefits formed the basis for the figures in table 1 The sampl 
coverage varied from a very small proportion of the private group clinic, medica] 
society and consumer sponsored plans to 100 percent of the enrollment in some 
of the other groups. 

In the comprehensive plans the range in per capita income for medical care in 


1949 was from $6.48 for the union plans to nearly $22 for the consumer plans. 
Per capita expenditures of these plans showed similar wide variation, from $6.26 
to $18.52. The average per capita income for all of the 
was $15.44 and average per capita expenditures $13.30. 

The ratio of expenditures for medical care to income (‘“‘the loss ratio’’) among 
plans able to furnish both income and expenditure figures averaged 86 percent 
for all plans and 98 percent for the industrial plans. Consumer plans returned 84 
percent of income in benefits. The loss ratios for the other groups were: com 
munity-wide plans—75 percent; medical society plans—78 percent; private group 
clinic prepayment plans—S89 percent. 

Financial data were available for almost all of the plans offering surgical 
benefits so that the per capita income of $7.87 and expenditures of $7.04 per member 
may be considered unusually reliable. These figures are comparable to the per 
capita figures for most Blue Shield plans. 

Hospitalization and medicalJcare -in*combinatior Per capita income and 
expenditure data are shown in table 17 for plans which provided both hospitaliza- 
tion and medical-care benefits to identical numbers of persons in order to deter- 


comprehensive plan 
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mine average per capita charges and payments for a combined benefit structure. 
The reporting plans included in their membership 71 percent of all persons eligible 
for a combination of hospitalization and medical benefits. 

The range in per capita income of the comprehensive plans was from $9.58 for 
the union plans to $35.40, with an average of $24.37. Per capita benefits in these 
plans varied from $5.94 to $33.51, with the average expenditure for comprehensive 
plans amounting to $22.34 per capita. 

Plans providing hospitalization and surgical benefits only received $15.57 in 
income per capita and spent $13.96 in benefits, about $9 less per person covered 
than the averages for the more comprehensive plans. 

The proportion of income expended for benefits (‘‘the loss ratio’) for all plans 
in this group averaged 91.5 percent. Other loss ratios were: For hospitalization 
and surgical benefit plans—90 percent; all plans providing more or less com- 
prehensive benefits—92 percent; emplover-employee plans—95 percent; consumer 
plans—84 percent; medical society plans—85 percent; private group clinic 
prepayment plans—87 percent. 

Many of these plans have years of operation behind them, so that the stability 
of their financial structure has been demonstrated; they apparently do not there- 
fore need to set aside large contingency reserves and can return as benefits much 
of the income received. 


COMPARISON OF 1945 AND 109 SURVEYS 


Surveys of nonaffiliated medical-care plans have not been made with sufficient 
frequency to permit a fine analysis of trends. However, comparisons of the last 
survey made as of April 1945 (and reported in Bureau Memorandum No, 55) 
with the findings of the present survey, as of the end of 1949, provide some basis 
for a review of the trends in the 4 years which have elapsed. 

Trends can be measured by comparing the two surveys in their entirety, 
although some adjustments for differences in the scope of the surveys are necessary 
to make the comparisons meaningful (table 18). 

As already pointed out, the 1945 survey included medical society plans which 
were omitted from the 1949 survey because reports on their operations are now 
available from the Blue Shield Commission. The 1945 and 1949 survey figures 
for enrollment in such plans are not comparable. 

The 1949 survey covered 34 plans which offer only hospitalization benefits. 
Many of these plans were in operation in 1945, but they were not covered by that 
survey, and this must be taken into account. 

The various War Food Administration and Farm Security Administration 
plans covering agricultural workers in 1945 were out of existence in 1949; they 
are counted as in the 1945 survey but not in the 1949 survey (in table 18) because 
no governmental plans were covered in the second survey. 

The first six items in table 18 cover comparable plans, classified for both years 
as they have been in the 1949 survey. For this reason, the data do not coincide 
with the tabulations in the 1945 report. Fifty-six more plans of the types common 
to both surveys were included in 1949 than in 1945—217 as against 161—and the 
increase in total membership since 1945 for comparable plans was 1.3 million. 

The largest growth appeared among plans offering limited hospitalization and 
surgical benefits, but the industrial and the community-wide programs also 
shows substantial increases in membership. 

The number of consumer plans more than doubled, as did their enrollment. 
Fewer private group clinic prepayment plans were found to be in operation in 1949 
and coverage had dropped slightly, due to the decline in employment in war 
industries around which these plans were generally established. 

The increase in membership in the industrial and in the medical society plans 
is in large measure due to expanded dependency coverage. Extension of coverage 
to State public assistance recipients also added 155,000 persons to the 1949 
enrollment of one of the medical society plans. 

Between 1945 and 1949 comparable more or less comprehensive plans showed 
a net growth of over 850,000, and limited surgical plans of nearly 400,000, or a 
total growth of 1.3 million. This growth is even more significant than appears 
from the table, because the 1945 survey was made when many war industries with 
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swollen employment rolls had established medical-care plans in order to retain 
employees. ‘The 1945 survey was made before the limited surgical-care plans of 
the medical societies had been extensively promoted, as they were in the vears 
immediately following the survey. The growth in enrollment in the limited 
surgical-hospitalization plans included in the 1949 survey is evidence of this 
promotional activity. The expansion of nearly 600,000 in enrollment in compre- 
hensive plans sponsored by employees, consumers, and the public, even with some 
decline in employment in 1949, is worthy of special note. 

A second method of measuring trends can be employed in a further comparison 
of the 1945 and 1949 surveys. One hundred and ten of the 202 separate plans 16 
covered by the 1945 survey were also covered by the 1949 survey. In this com- 
parison the plans are classified in relation to sponsorhip as they were in 1945, 
when union plans and some of the employee plans were included with consumer- 
sponsored plans. 

Thirty-one plans in operation in 1945 were out of the 1949 study by definition 
(28 medical-society-sponsored plans, 1 governmental plan and 2 plans serving 
miners). Sixty-one plans included in the 1945 survey no longer operated as 
self-insuring organizations or had ceased to exist, and so are not found in the 
1949 survey. 

The comparison of the 110 plans common to the two surveys with respect to 
enrollment and scope of benefits is shown in table 19. These plans had a mem- 
bership of 1,921,764 in 1945 and 2,598,879 in 1949, an increase of 677,000. Thus, 
these 110 plans more than made up for the loss in coverage among the 61 plans 
no longer operating as self-insuring plans or no longer in existence; the member- 
ship in the 6 plans had been 510,829 in 1945. 

Among the 110 plans common to the two surveys, the largest percentage 
expansion in enrollment occurred in plans offering less than a full range of bene- 
fits. However, the plans offering physicians’ services in home, clinic, doctor’s 
office, and hospital, the largest group in both the 1945 and the 1949 surveys, 
added over 325,000 persons to their membership. Plans offering physicians’ 
services in home, clinic, or office (but not in the hospital) added 266,000 members, 
The five plans which limited physicians’ services to in-hospital care added 65,000 
members. 

Hospitalization coverage increased by over 200,000 in 88 of these 110 plans in 
the interval between the surveys; the largest increase occurred in the added 
coverage for hospital benefits among the consumer-sponsored plans. 

The 76 industrial plans did not change in membership substantially; and the 
11 private group clinic plans actually registered a slight decline in enrollment 
between the surveys. 

The six medical-society-sponsored plans added 266,000; this was due to the 
fact that they began offering dependent coverage in the middle of 1945 and ex- 
panded this coverage in the ensuing years. One plan also began providing bene- 
fits to State public-assistance recipients. 

Plans classified as consumer-sponsored in the 1945 survey (including labor- 
union plans under the classification of that survey) covered 437,000 more persons 
in 1949 than in 1945. Much of this increase occurred among union-sponsored 
plans as a result of the expansion in the ILGWU health-center program, The 
Health Insurance Plan of Greater New York, which had an enrollment of 229,200 
on December 31, 1949, is not included in this comparison because it had no enroll- 
ment at the time of the earlier survey. 

The mortality among plans which were included in the 1945 survey is also 
significant in showing trends in the past 5 years. Plans which were formerly self- 
insuring now use other carriers in 21 instances. Thirty-three plans went out of 
existence for a variety of reasons, including competition and financial difficulties 
or the closing of the industrial plant. 

Among all plans surveyed in 1949 (460), 44 consumer plans, many of them 
established since 1945, did not survive through 1949 and more than 40 consumer 
plans never got beyond the blueprint stage, the main reason stemming from 
difficulties encountered in obtaining adequate financial backing. 

* The 202 plans were counted as 229 in Bureau Memorandum No. 55 because some plans were counted 
more than once when they had more than one distinct benefit pattern 
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The following tabulation shows the reasons why 196 plans, believed to be 
within the scope of the 1949 survey when it was inaugurated, were not included 
in the final tabulations: 


No plan_- rea ee = : ee 129 
Plan discontinued _ - - _- 53 

No prepayment plan 50 
New plan, not in operation in 1949 26 

Use other insurance carrier. 62 
Carrier included in survey 21 
Blue Cross-Blue Shield, etc 20 
Commercial group accident and health insurance 16 
Combinations of Blue Cross and group insurance 5 
tefused to furnish information : 2 
Compulsory governmental plans_ -- 3 
Total... Seren ; 196 


Texas had the greatest number of plans in this list, including 9 plans which had 
been discontinued and 20 which had never prcegressed beyond the planning stage 
and so were Classified as ‘‘no plan,.”’ 

Forty plans in all had either changed from a self-insuring arrangement to 
using Blue Cross, Blue Shield, and group insurance, or proved on investigation 
to be using these carriers, other available information to the contrary. Some 
21 plans were using carriers, chiefly private group clinics, which were already 
in the survey. 

The survey uncovered 27 newly established consumer plans which were not, 
however, included in the 1949 survey because they were not actually in operation 
for at least 6 months in 1949. Future surveys will include these plans. 


APPENDIX A 


Sources of plan names and information about plans: 


1. Prepayment Medical Care Organizations, Federal Security Agency, Social 
Security Board, Bureau of Research and Statistics, Bureau of Memorandum 
No. 55, third edition, June 1945. 

2. Files of the Division of Research and Statistics, Social Security Administra- 

tion, Federal Security Agency. 
3. Files of the Specialist in Cooperatives, Office of Labor Economics, Bureau of 
Labor Statistics, Department of Labor. 

1. Special files on industrial medical care plans, Division of Industrial Hygiene, 
Public Health Service, Federal Security Agency. 

5. Cooperative Health Federation of America, 343 South Dearborn Street, 
Chicago 4, UL. 

6. Voluntary Prepayment Medical Care Plans, 1950, Council on Medical 
Service, American Medical Association, Chicago 10, IIl. 

Rural Health Cooperatives, Johnston, Helen L.; joint publication of Farm 
Credit Administration, United States Department of Agriculture and Pub- 
lic Health Service, Federal Security Agency, FC Bulletin 60, PHS Bulletin 
308, June 1950. 

8. 1950 Edition Spectator Casualty Insurance by States, seventy-eighth annua 

issue, the Spectator, 100 East Forty-second Street, New York 17, N. Y. 

9. Annual reports of the insurance commissioners of the several States. 

10. Plan descriptions and data furnished by the individual plans. A copy of the 

schedule used and the covering letters are attached (exhibit A). 
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Exuipir A 
Schedule No. - oA Budget Bureau No. 72-5002 
Approval expires 1/31/51 


DIVISION OF RESEARCH AND STATISTICS, OFFICE OF THE COMMISSIONER 


SOcIAL SECURITY ADMINISTRATION, FEDERAL SECURITY AGENCY 


MEDICAL AND HOSPITAL PREPAYMENT PLANS 


(All information should be for the year ending Dec. 31, 1949, or the near- 
est fiscal year) 

1. Exact name of plan 

2. Address_-_- 


(Street and number (City and postal zone State 


3. Sponsorship or type of plan which you operate* (check those that apply 
(| Employer [} Private group clinic 
[| Employees [_] Medical society 
[} Union (_] Other (specify 
{| Consumer group 

Prepayment by contract* with (give name 
*If you do not operate a service-benefit plan, but have prepayment by contract with some other plan « 
insurer, please enter the name of the other agency and return the questionnaire withot 


it further answers 


4. Services provided through prepayment arrangement (check those that apply 
Physicians’ services in Nonhospitalized patients 
C] Hospital cal Laboratory services 
[_j Clinie ] X-ray services 


[] Doctor’s private office [) Dentistry 


[] Home [}] Home nursing 
{_} Hospital care (_} Other (specify 
5. Amount of dues per month or other period (specify). For example: $3 per 
member; $1 for each dependent under 18; $2 for each dependent over 
18__ 
6. Number of subscribers and dependents insured 
through prepayment (as of Dec. 31, 1949 
Sub Depend 
scribers ents Tota 
(a) For hospital care 
(6) For medical and surgical services 
(c) For dental services 
(d) Total (unduplicated) for any services 
7. Income from (and on behalf of) insured persons: 
(a) Total (include dues or premiums, and fees from pre- 
payment patients)! $ 
(6) Total income for hospitalization (included in ‘‘a’’) 2 $ 
8. Expenditures for services to insured persons: 
(a) Total expenditures for prepayment benefits 
(6) Expenditures incurred for hospitalization 
9. Net administrative or operating expense for the prepayment 
plan 4 S 
10. Person reporting- 
Name Positior Date 
' Do not include fees for services which are entirely self-supporting and which are not financed in part by 
prepayment. 
? Ifno particular portion of total income is assigned for hospitalization, leave thisitem blank. Ifap 
is assigned, please enter dollar amounts, if known, or percentage of total incon ur best estimate 
Give dollar amounts, if known, or enter percentage of total expenditures (your best estimate 
4 Exclude additions to reserves, operation of hospital (see item 8b), and other costs incurred in furr 


prepayment services, etc. 


$4405—51—pt. 2 11 
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FEDERAL Security AGENCY, 
Diviston OF RESEARCH AND STATISTICS, 
SOCIAL SECURITY ADMINISTRATION, 
Washington 25, D. C. 

In preparing a summary of voluntary health insurance for the United States 
in 1949, the Division of Research and Statistics has been collecting data on all 
prepayment hospitalization and medical care plans coming to our attention. 

We are particularly desirous of obtaining as complete data as possible about 
enrollment and expenditures for benefits for those plans which provide more or 
less comprehensive service benefits. Your organization has been listed as one 
providing a range of services on a prepayment basis and we would therefore like 
to include it in our study. Your contribution in supplying us with the information 
called for in the enclosed schedule will be greatly appreciated. 

The schedule was prepared after consultation with other agencies of the Federal 
Government from which you may also have had inquiries in recent months. We 
have endeavored to avoid a second inquiry if the necessary information is at hand. 
However, in our analysis we wish to differentiate between prepayment services 
rendered by hospitals (hospitalization insurance) and those provided by medical 
and surgical personnel through prepayment. To this end, we need figures on 
the enroilment and also on the expenditures for each class of service separately. 
These are distinctions which were not made in other inquiries. For this reason 
your organization may again be among those receiving a request for its statistics. 

We have also endeavored to make the schedule as brief as possible, so that a 
minimum of work would be involved in completing it quickly. We appreciate 
that the brevity of the schedule, especially with respect to the financial data, 
may mean that approximations or estimates may be unavoidable at some points. 
Do not hesitate to attach any explanatory notes which may occur to you as likely 
to help us understand your answers. 

Since our summary of voluntary insurance is to be presented on a Nation-wide 
basis only, for large geographical areas, or for large sectors of the population, the 
information for your particular organization will not be disclosed. It will be 
used in compiling totals for voluntary insurance in the United States as of the end 
of 1949. 

Any descriptive material available about your plan which you would care to 
send with the returned schedule would be much appreciated. A Government 
frank, requiring no postage, is enclosed for your convenience in mailing pam- 
phlets, folders, annual reports, or the like, as well as a return-addressed envelope 
which requires no postage, for vour use in returning the schedule. A duplicate 
of the schedule is included for your files. 

My thanks in advance for your cooperation. 

Sincerely yours, 
Aanes W. Brewster, Medical Economist. 

P. S.—If your plan does not provide care through a prepayment arrangement 
or had ceased operations by the end of 1949, please return letter and schedule 

without completing it) in the enclosed envelope. If your plan is new, fill out as 
much of the schedule as possible and indicate date operations began or will begin. 


FEDERAL Security AGENCY, 
Division OF RESEARCH AND STATISTICs, 
SocraL Securtry ADMINISTRATION, 
Washington, a, 

Since my last letter asking for data about your medical care plan, the Subcom- 
mittee on Health of the Senate Committee on Labor and Public Welfare has 
begun its study of all types of voluntary health insurance in the United States. 
This study was authorized by the bipartisan resolution (S. Res. 273) unanimously 
approved by the Senate Committee on Labor and Public Welfare and passed by 
the Senate on May 26, 1950. 

The staff of the Subcommittee on Health has requested that the findings of the 
survey of consumer-sponsored, industrial, and private-group clinic plans which 
the Division of Research and Statistics is conducting, be made available to it. 
The subcommittee staff has found that no other central agency or organization is 
so well prepared to furnish current data regarding independently functioning 
plans utilizing a prepayment arrangement. It has concluded that, since our 
survey is nearly complete, it will not undertake a survey for the year 1949, which 
would duplicate the information we are collecting. The Senate subcommittee, 
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however, will provide all prepayment plans with the opportunity to furnish 
additional information and to present their views and experience and will welcome 
their doing so. 

In view of the Senate subcommittee’s interest, we are more than ever anxious 
to have complete returns for our survey. I am therefore writing again to ask 
that you complete the enclosed questionnaire if your plan was in operation at least 
6 months during 1949. 

If your plan went out of operation prior to June 30, 1949, will you report the 
date to us so that we can clear our records. 

If your plan had not yet started to operate by the middle of 1949, a statement to 
this effect will enable us to bring our records up to date. 

If your plan does not function through a prepayment arrangement, or you have 
other reasons for thinking the data should not be included in our survey, may we 
be advised of this? 

We wish to be in a position to give the Senate subcommittee as complete a pic- 
ture as possible of the extent of medical care coverage provided through inde- 
pendently functioning plans, because we believe that these plans are making an 
important contribution toward solving the problem of medical care financing for 
their membership. Equally important is information on plans just beginning 
and plans no longer in operation. 

May I hear from you by November 6 at the latest, and earlier if possible, so that 
we can report on our survey to the Senate subcommittee by the middle of 
vember? 

Sincerely yours, 


\ 
\0O- 


Acnes W. Brewster, Medical Economist 


APPENDIX B 
Part 1. ALPHABETICAL LIST OF THE SURVEYED PLANS 
\ 


Achenbach Memorial Hospital Association, Hardtner, Kans 

Allied Chemical & Dye Corp.; Solvay Mutual Aid Society; Solvay Process 
Division; Solvay, N. Y. 

Allis Chalmers, West Allis Works: Mutual Aid Society; Milwaukee, Wis 

American Cast Iron Pipe Co., Medical Department, Birmingham, Ala. 

American Smelting & Refining Co., Employees Health & Benefit Plan, Baltimore, 
Md. 

American Smelting & Refining Co., Workmen’s Hospital and Benefit Association, 
El Paso, Tex. 

American Smelting & Refining Co., Employee Benefit Plan, Garfield Plant, Salt 
Lake City, Utah. 

American Tobacco Co., Medical Departments located at: Hartford, Conn. 
Louisville, Ky.; Durham, N. C.; Reidsville, N. C.; Ashley, Pa.; Lancaster, Pa. 
Philadelphia, Pa.; Scranton, Pa.; Wilkes-Barre, Pa.; Charleston, 5. C.; Newport 
News, Va.; Norfolk, Va.; Petersburg, Va.; Richmond, Va.; Sparta, Wis. 

Anaconda Copper Mining Co., Medical contract with North Montana Clinie, 
Great Falls, Mont. 

Anseo-Ozalid-Mutual-Benefit Association, Binghamton, N. Y. 

Arkansas Power & Light Co., Employees Mutual Benefit Association, Pine Bluff, 
Ark. 

Arrowhead Health Association, Duluth, Minn. 

Associated Brighton Employees Hospital Service Association, Inc., Shannon, Ga 

Associated Hospital Service of Illinois, Inc., Chicago, Ill. 

Atcheson, Topeka & Santa Fe Hospital Association, Los Angeles, Calif. 

Atlantic Coast Line Relief Department, Rocky Mount, N. C 


B 


Baytown Mutual Benefit Association, Baytown, Tex. 

Beneficencia Asturiana, Inc., Tampa, Fla. 

Big W Medical and Hospital Association, Inc., Everett, Wash. 

Birmingham Electric Co., Beco Employees’ Benefit Association, Ine., Birmingham, 
Ala. 

Bogalusa Medical Center Hospital and Medical Care Plan, Bogalusa, La. 

Bulloch County Hospital Service, Inc., Statesboro, Ga. 
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C 


California Electric Power Co., Employees Mutual Sick Benefit Association, 
Riverside, Calif. 

California & Hawaiian Sugar Refining Corp., Ltd., C and H Employees’ Mutual 
Benefit Association, Crockett, Calif. 

California Physicians Service, San Francisco, Calif. 

Caprock Cooperative Hospital Association, Lubbock, Tex. 

Carraway- Methodist Hospital and Norwood Clinic, Birmingham, Ala. 

Celo Health Center, Celo Health Education Corp., Celo, N. C. 

Central of Georgia Railway Co., Hospital Department, Savannah, Ga. 

Central Georgia Hospital Service, Inc., Macon, Ga. 

Centro Espanol de Tampa, Tampa, Fla. 

Chatham Mutual Aid Association, Chatham Manufacturing Co., Elkin, N. C. 

Chesapeake & Ohio Railway Employees’ Hospital Association, Richmond, Va. 

Chicago, Burlington & Quincy Railroad Co., Relief Department, Chicago, Ill. 

Chicago, Rock Island & Pacific Railway Co., Rock Island Employees Hospital 
association, Chicago, IIl. 

Chicago, St. Paul, Minneapolis & Omaha Railway, Employees Benefit Association, 
St. Paul, Minn. 

Chicago Truck Drivers, Chauffeurs and Helpers Union of Chicago and Vicinity, 
Local 705, Health and Welfare Fund, Chicago, Ill. 

Circulo Cubano de Tampa, Tampa, Fla. 

Civie Medical Center, Chicago, Il. 

Clackmas County Physicians Association, Oregon City, Oreg. 

Frank M. Close, M. D., and Staff, San Francisco, Calif. 

Colonial Beacon Oil Co., Employees Hospital and Medical Association, Inc., 
Everett, Mass. 

Colorado Fuel & Iron Corp., Medical Department, Denver, Colo. 

The Colorado & Southern Railway, Employee’s Hospital Association, Denver, Colo. 

Columbia Steel Co., Employee’s Hospitalization Plan, Inc., Torrance, Calif. 

Community Health Association, Two Harbors, Minn. 

Community Hospital Clinic, Farmers’ Union Hospital Association, Elk City, 
Okla. 

Complete Service Bureau, San Diego, Calif. 

Consolidated Edison Employees Mutual Aid Society, New York, N. Y. 

Consolidated Water Power & Paper Co., Employees Benefit Association, Wiscon- 
sin Rapids, Wis. 

Cooperative Health Association, Kansas City, Mo. 

Cooperative Health Association, Superior, Wis. 

Cooperative Street Railway Employees Association, New Orleans, La. 

Coos Bay Hospital Association, Coos Bay, Oreg. 

Crosbyton Clinic Hospital, Crosbyton, Tex. 

Cumberland Valley Hospital Association, Pineville, Ky. 


D 


John Deere Waterloo Tractor Works, Sick Benefit Plan, Waterloo, Lowa. 
Delegacion del Centro Asturiano de la Habana, Tampa, Fla. 

Delta and Pine Land Plantation Hospital, Scott, Miss. 

Denver Rio Grande & Western Railway Hospital Association, Denver, Colo. 
The Denver Tramway Corp. Medical Department, Denver, Colo. 

Department of Public Safety Welfare Fund, Medical Division, Philadelphia, Pa. 
Dierks Medical and Hospital Association, Kansas City, Mo. 

District Clinie Service Plan, Cripple Creek and Victor, Colo. 

Dunn & McCarthy Mutual Benefit Association, Binghamton, N. Y. 


E 


‘astern Idaho Medical Service Bureau, Inc., Idaho Falls, Idaho. 

‘ast Ohio Gas Co., Employees’ Mutual Hospital and Medical Association, 
Canton, Ohio. 

Kast Texas Group Hospitalization System, Kilgore, Tex. 

El Paso Electric Co. Employees Association, El Paso, Tex. 

F. C. Huyck & Sons Employees Benefit Plan, Rensselaer, N. Y. 

Illumination Products Industry Employees Retirement Fund, New York, N. Y. 

Se Corp. Workers Medical and Relief Department, New York, 
Eugene Hospital and Clinic, Eugene, Oreg. 
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F 


Farmers Union Health Association, Salem, Oreg. 

Fisher County Memorial Hospital, Roby, Tex. 

Florida East Coast Railroad Hospital Association, St. Augustine, Fla. 

Floyd County Co-Operative Hospital, Lockney, Tex. 

Franklin General Benevolent Society, San Francisco, Calif. 

Freestone County Cooperative Hospital, Members Hospitalization Agreement, 
Fairfield, Tex. 

Frisco Employes’ Hospitalization Association, St. Louis, Mo. 


G 


Gates Rubber Co., Gates Mutual Benefit Club, Denver, Colo. 

General Electric Employees Mutual Benefit Association, Erie, Pa. 

General Electric Mutual Benefit Association, Schenectady, N. Y. 

General Electric Mutual Benefit Association, Fort Wayne, Ind. 

General Electric Pensioners Hospitalization Plan, Schenectady, N. Y. 
General Mills Health Association, Minneapolis, Minn. 

Georgia Mutual Hospitalization Service of Moultrie, Ga., Thomasville, Ga. 
Georgia Mutual Hospital Service of Wadley, Wadley, Ga. 

Georgia Mutual Hospitalization Service, Waycross, Ga. 

The Goodyear Relief Association, Akron, Ohio. 

Fk. W. Gorham, M. D. and staff, San Francisco, Calif. 

Group Health Association, Washington, D. C. 

Group Health Association of Denver, Inc., Denver, Colo. 

Greenbelt Health Association, Greenbelt, Md. 

Griffin Hospital Care Association, Inc., Griffin, Ga. 

Group Health Cooperative of Puget Sound, Seattle, Wash. 

Group Health Insurance, Inc., New York, N. Y. 

Group Health Mutual Association, Group Health Association, St. Paul, Minn. 
Group Hospital Corp., Americus, Ga. 

The Gulf Coast & Sante Fe Hospital Association, Temple, Tex. 


H 


Hale County Cooperative Hospital, Hale Center, Tex. 

Health Insurance Plan of Greater New York, New York, N. Y. 

Hinton Community Hospital, Inc. (Cooperative Plan), Hinton, Okla. 

Hope Employees, Mutual Hospital and Medical Association, Clarksburg, W. Va 

Southern Pacific Lines in Texas and Louisiana, Hospital Association, Houston, 
Tex. 

Hospital Benefit Association, Phoenix, Ariz. 

Hospital Service Association, Ine., Rome, Ga. 

The Hospital Service Association of Licking County, Newark, Ohio 

Hospital Service Corporation of Perth Amboy, Perth Amboy, N. J 

Hospital Service Corp. of Rahway, Rahway, N. J. 

Hospital Service, Inc., Ft. Collins, Colo. 

Hospital Service Plan of the North Mississippi Community Hospital, Tupelo, 
Miss. 

I 


Iberia Hospital Service Association, New Iberia, La. 

International Ladies Garment Workers Union, Union Health Center, New 
York, N. X. 

International Ladies Garment Workers Union, Health and Welfare Plan, New 
York, N. Y. 

International Ladies Garment Workers Union, Fall River Health Center, Fall 
tiver, Mass. 

International Ladies Garment Workers Union, Boston Health Center, Boston, 
Mass. 

International Ladies Garment Workers Union, Garment Industry Medical Center, 
St. Louis, Mo. 

International Ladies Garment Workers Union, St. Louis Health Center, St 
Louis, Mo. 

InternationalgLadies Garment Workers Union, Kansas City Health Center, 
Kansas City, Mo. 

International Ladies Garment Workers Union, Allentown Health Center, Allen- 
town, Pa. 
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International Ladies Garment Workers Union for Philadelphia and Vicinity Union 
Health Center, Philadelphia, Pa. 

International Ladies Garment Workers Union, Tri-State Health Center, Wilkes- 
Barre, Pa. 

International Ladies Garment Workers Union, Dallas Health Center, Dallas, 
Tex. 

International Ladies Garment Workers Union, San Antonio Health Center, San 
Antonio, Tex. 

Illinois Central Hospital Department, Chicago, Ill. 

Industrial Hospital Association, Portland, Oreg. 

Intercoast Insurance Association, Sacramento, Calif. 

Inter-County Hospitalization Plan, Inc., Glenside, Pa. 


J 


Jack & Heintz Precision Industries, Inc., Hospital Benefits Plan, Cleveland, Ohio 
K 


The Kansas City Southern Employes’ Hospital Association, Kansas City, Mo. 

Kennecott Copper Corp., Prepayment Medical, Hospital and Surgical Plan, 
Salt Lake City, Utah 

Kentucky Hospital Service Association, Louisville, Ky. 

Kimberly-Clark Corp., Mutual Benefit Association of Kimberly-Clark Corp., 
Neenah, Wis. 

Klamath Medical Service, Klamath Falls, Oreg. 


L 


Labor Health Institute, Inc., St. Louis, Mo. 

Lindale Hospital Service Association, Inc., Lindale, Ga. 
Lumbermen’s Hospital, Bend, Oreg. 

Luso-American Fraternal Association, Newark, N. J. 


M 


MeCulloch-Concho Cooperative Hospital, Inc., Melvin, Tex. 

John A. Manning Paper Co., Inc., Manning Welfare Association, Troy, N. Y. 

Marshall Field & Co., Fieldale Mutual Aid Association, Fieldale, Va. 

Marshall Field & Co. United Mutual Aid Association, Spray, N. C. 

Martin County Memorial Hospital, Stanton, Tex. 

Memorial General Hospital and Golden Clinic, Elkins, W. Va 

Metropolitan Water District of Southern California Employees’ Medical Fund, 
Los Angeles, Calif. 

Miami-Inspiration Hospital, Miami, Ariz. 

Chicago, Milwaukee, St. Paul & Pacific Railroad Co., Milwaukee Hospital Asso- 
ciation, Chicago, Ill. 

Milwaukee Medical Center, Milwaukee, Wis. 

Minneapolis & St. Louis Railway Benefit Association, Minneapolis, Minn. 

Missouri-Kansas-Texas Railroad Employees’ Hospital Association, St. Louis, Mo. 

Missouri Pacific Hospital Association, St. Louis, Mo. 

Monongahela Valley Hospital Service, Inc., Clarksburg, W. Va. 

Monroe Calculating Machine Co., Monroe Benevolent Society, Orange, N. J. 

Morgantown Hospital Service, Inc., Morgantown, W. Va. 

Moultrie Hospital Service Association, Moultrie, Ga. 

Bessemer & Lake Erie Railroad Employees Mutual Benefit Association, Green- 
ville, Pa. 

Mutual Health Service, Pasadena, Calif. 


N 


National Hospital Association, Portland, Oreg. 

National Hospital Service Association, New Orleans, La. 

Nevada State Medical Association Program (Intercoast), Reno, Nev. 

The New York Central Railroad Mutual Relief Association, Cleveland, Ohio. 
North Idaho District Medical Service Bureau, Inc., Lewiston, Idahg. 
Northern Pacific Railway Co. Beneficial Association, St. Paul, Min® 
Northwest Community Hospital Association, Mooreland, Okla. 
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oO 
Oregon Physicians’ Service, Portland, Oreg. 
P 


Pacific Electric Railway Hospital Association, Los Angeles, Calif. 

Pacific Hospital Association, Eugene, Oreg. 

People’s Medical Protective Association, Fort Smith, Ark. 

Parmer County Community Hospital, Inc., Friona, Tes 

People’s Hospital, Floydada, Tex. 

Peoples Natural Gas Co. Employees’ Mutual Benefit Association, Pittsburgh, Pa, 
The Permanente Health Plan, Oakland, Calif. 

Permanente Health Plan Kaiser-Fontana Hospital Association, Fontana, Calif. 
Permanente Health Plan, Northern Permanente Foundation, Vancouver, Wash. 
Plains Memorial Hospital, Inc., Dimmitt, Tex. 

Police Hospitalization Service, Inc., New Orleans, La. 

Prudential Hospital Association, Portland, Oreg. 


R 


Ravenscroft Cooperative Health Association, Ravenscroft, Tenn 
Roanoke Rapids Hospital, Roanoke Rapids, N. C. 

Roslyn-Cle Elum Beneficial Association, Cle Elum, Wash. 
Ross-Loos Medical Group, Los Angeles, Calif. 


5 


St. Louis Brownsville & Mexico Railway Co. Employees Hospital Association, 
Kingsville, Tex. 

St. Louis Southwestern Railway Lines Hospital Trust, Texarkana, Ark. Tex 

San Juan County Cooperative Health Association, Monticello, Utal 

Santa Fe Coast Lines Hospital Association, Los Angeles, Calif. 

Sears, Roebuck & Co., ““Your Group Hospital Plan,’”’ Chicago, II] 

Servel Emplovees’ Association (Servel, Inc.), Evansville, Ind 

Shenango Pottery Co. Employees Benefit Association, New Castle, Pa 

Silversmith’s Mutual Benefit Societv, Providence, R. | 

Sloss-Sheffield Steel & Iron Co., Employees’ Medical & Hospital Service, Birmir 
ham, Ala, 

Snohomish County Beneficial Association, Everett, Wash. 

La Societe Francaise de Bienfaisance Mutuelle, San Francisco, Calif 

Southern Hospital Benefit Society, Texarkana, Ark. 

Southern California Edison Co., Medical Benefit Plan, Los Angeles, Calif 

South East Idaho Medical Bureau, Inc., Pocatello, Idaho 

Southern Pacific Hospital Department, San Francisco, Calif 

South Plains Hospital-Clinic, Amherst, Tex. 

Spaulding Bakeries Mutual Benefit Association, Binghamton, N. ¥ 

Spiegel, Inc., Company Hospitalization Plan, Chicago, Ill. 

Spokane International R. R. Co., Mutual Benefit Association, Spokane, Wash 

Spokane, Portland & Seattle Ry., Employees’ Medical Association, Portland, 
Oreg. 

Standard Oil Co. of La., Stanocola Emplovees Medical & Hospital Association, 

Inc., Baton Rouge, La. 
Surgical Service Plan, Fort Collins, Colo. 
Syracuse Chilled Plow Co., Inc., Sick Benefit Insurance Fund, Syracuse, N. Y, 


T 


Taborian Hospital, Mound Bayou, Miss. 

Tennessee Coal, Iron & R. R. Co., Health Department, Birmingham, Ala. 
Texas Farmers Health Service, Waco, Tex. 

Texas Mexican Railway Employees Hospital Association, Laredo, Tex. 
Texas & Pacific Ry. Employees Hospital Association, Marshall, Tex 
Textile Employees’ Benefit Association, Wyomissing, Pa. 
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U 
Union Hospital Association, Chicago, Il. 
Union Oil Co. of California, Employees’ Benefit Plan, Los Angeles, Calif. 
Union Pacific R, R, Employees Hospital Association, Los Angeles, Calif. 
United Hatters, Cap and Millinery Workers Internal Union, New York, N. Y. 
United States Rubber Co. Employees Mutual Benefit Society Hospitalization 

Plan, Detroit, Mich. 
Vv 


Valley Health Foundation, Glendale, Calif. 

John Deere Van Brunt Co. Sick Benefit Plan, Horicon, Wis. 

Van Raalte Mutual Aid Associations of Van Raalters, located at Athens, Tenn., 
Blue Ridge, Ga., Bryson City, N. C., Dunkirk and Silver Creek, N. Y., Frank- 
lin, N. C., Middlebury, Vt., North Tonawanda, N. Y., Patterson, N. J., Ran- 
dolph, Vt., Saratoga Springs, N. Y. 


W 


The Wabash Employes’ Hospital Association, St. Louis, Mo. 

Waushara County Cooperative Health Association, Wild Rose, Wis. 

Washington State Medical Bureau, Seattle, Wash. 

Western Clinic, Tacoma, Wash. 

West Plains Health Association, Morton, Tex. 

West Virginia Esso, Emplovees Benefit Association, Inec., Charleston, W. Va. 

Western Pacific R. R. Medical Department, San Francisco, Calif. 

Williams Manufacturing Co. Hospitalization and Surgery Program, Portsmouth, 
Ohio. 

Wisconsin Electric Power Co. and Associated Companies Employes’ Mutual 
Benefit Association, Milwaukee, Wis. 


Yy 


The Youngstown Sheet & Tube Co. Employees’ Benefit Association, Youngstown, 
Ohio. 


Part 2.—List of Plans by State 
ALABAMA 


American Cast Iron Pipe Co., medical department. 

Birmingham Electric Co., Beco Employees’ Benefit Association, Inc. 
Carraway-Methodist Hospital and Norwood Clinic. 

Sloss-Sheffield Steel & Iron Co., employees’ medical and hospital service. 
Tennessee Coal, Iron & Railroad Co., health department. 


ARIZONA 
Hospital Benefit Association. 
Miami-Inspiration Hospital. 
ARKANSAS 


Arkansas Power & Light Co., Employees Mutual Benefit Association. 
People’s Medical Protective Association. 

Southern Hospital Benefit Society. 

St. Louis Southwestern Railway Lines Hospital Trust. 


CALIFORNIA 


Atchison, Topeka & Sante Fe Hospital Association. 

California Electric Power Co., Employees Mutual Sick Benefit Association. 

California & Hawaiian Sugar Refining Corp., Ltd., Employees’ Mutual Benefit 
Association. 

California Physicians Service. 

Columbia Steel Co. Employee’s Hospitalization Plan, Inc. 

Complete Service Bureau. 

Frank M. Close, M. D. and staff. 

Franklin General Benevolent Society. 

F. W. Gorham, M. D. and staff. 
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Intercoast Insurance Association. 

La Societe Francaise de Bienfaisance Mutuelle. 

Metropolitan Water District of Southern California Employees’ Medical Fund. 
Mutual Health Service. 

Pacific Electric Railway Hospital Association. 

Permanente Health Plan Kaiser-Fontana Hospital Association. 
Ross-Loos Medical Group. 

Santa Fe Coast Lines Hospital Association. 

Southern California Edison Co., Medical Benefit Plan. 
Southern Pacific Hospital Department. 

The Permanente Health Plan. 

Union Oil Co. of California, Employees’ Benefit Plan. 

Union Pacific Railroad Employees Hospital Association. 
Valley Health Foundation. 

Western Pacific Railroad Medical Department. 


COLORADO 


Colorado Fuel & [ron Corp., medical department. 

Denver Rio Grande & Western Railway Hospital Association. 
District Clinie Service Plan. 

Gates Rubber Co., Gates Mutual Benefit Club. 

Group Health Association of Denver, Ine. 

Hospital Service, Inc. 

Surgical Service Plan. 

The Colorado & Southern Railway Employee’s Hospital 

The Denver Tramway Corp., medical department. 


CONNECTICU' 
American Tobacco Co., medical department. 


DISTRICT OF COLUMBIA 
Group Health Association. 


FLORIDA 
Beneficencia Asturiana, Ine. 
Centro Espanol de Tampa. 
Circulo Cubano de Tampa 
Delegacion del Centro Asturiano de la Habana. 
Florida East Coast Railroad hospital association. 


GEORGIA 


Associated Brighton Employees Hospital Service Association, Ine 
Bulloch County Hospital Service, Inc. 

Central Georgia Hospital Service, Inc. 

Central of Georgia Railway Co., Hospital Department. 
Georgia Mutual Hospitalization Service of Moultrie. 
Georgia Mutual Hospital Service of Wadley. 

Georgia Mutual Hospitalization Service. 

Griffin Hospital Care Association, Inc. 

Group Hospital Corp. 

Hospital Service Association, Inc. 

Lindale Hospital Service Association, Ine. 

Moultrie Hospital Service Association. 

Van Raalte, Mutual Aid Association of Van Raalters. 


IDAHO 
Eastern Idaho Medical Service Bureau, Inc. 


North Idaho District Medical Service Bureau, Ine. 
South East Idaho Medical Bureau, Inc. 
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ILLINOIS 


Associated Hospital Service of Illinois, Inc. 

Chicago, Burlington & Quincy Railroad Co., relief department. 

Chicago, Milwaukee, St. Paul & Pacific Railroad Co., Milwaukee Hospital 
Association. 

Chicago, Rock Island & Pacific Railway Co., Rock Island Employees’ Hospital 
Association. 

Chicago Truck Drivers, Chauffeurs and Helpers Union of Chicago and Vicinity, 
Local 705, Health and Welfare Fund. . 

Civic Medical Center. 

Iilinois Central Hospital Department. 

Sears, Roebuck & Co., ‘‘Your Group Hospital Plan’, 

Spiegel, Inc., company hospitalization plan. 

Union Hospital Association. 

INDIANA 


General Electric Mutual Benefit Association. 
Servel Employees’ Association. 
IOWA 


John Deere Waterloo Tractor Works, sick benefit plan. 
KANSAS 
Achenback Memorial Hospital Association. 
KENTUCKY 


American Tobacco Co., medical department, Louisville. 
Cumberland Valley Hospital Association. 
Kentucky Hospital Service Association. 


LOUISIANA 


Bogalusa Medical Center, hospital and medical care plan. 

Cooperative Street Railway Employees’ Association. 

Iberia Hospital Service Association. 

National Hospital Service Association. 

Police Hospitalization Service, Inc., of New Orleans. 

Standard Oil Co. of Louisiana, Stanocola Employees’ Medical and Hospital 
Association, Ince. 

American Smelting & Refining Co., employees’ health and benefit plan. 


MARYLAND 


American Smelting & Refining Co., employees’ health and benefit plan. 
Greenbelt Health Association. 
MASSACHUSETTS 


Colonial Beacon Oil Co. Employees’ Hospital and Medical Association, Inc. 
ILGWU, Boston Health Center. 
ILGWU, Fall River Health Center. 


MICHIGAN 


U.S. Rubber Co. Employees’ Mutual Benefit Society, hospitalization plan. 


MINNESOTA 
Arrowhead Health Association. 
Community Health Association. 
General Mills Health Association. 
Group Health Mutual Association. 
Minneapolis & St. Louis Railway Benefit Association. 
Northern Pacific Railway Co. Beneficial Association. 
Chicago, St. Paul, Minneapolis & Omaha Railway Employees Benefit Associa- 
tion, 
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MISSISSIPPI 


Delta & Pine Land Plantation Hospital. 
Hospital Service Plan of the North Mississippi, community hospital. 
Taborian Hospital. 
MISSOURI 
Cooperative Health Association. 
Dierks Medical and Hospital Association. 
Frisco Employees’ Hospital Association. 
ILGWU, Garment Industry Medical Center. 
ILGWU, Kansas City Health Center. 
ILGWU, St. Louis Health Center. 
Labor Health Institute, Ine. 
Missouri-Kansas-Texas Railroad Employees’ Hospits lization Association. 
Missouri Pacifie Hospital Association. 
The Kansas City Southern Emplovees’ Hospital Association. 
The Wabash Employees’ Hospital Association. 


MONTANA 
Anaconda Copper Mining Co., medical contract with North Montana Clinic 
NEVADA 
Nevada State Medical Association program (intercoast 
NEW JERSEY 


Hospital Service Corp. of Perth Amboy. 

Hospital Service Corp. of Rahway. 

Luso-American Fraternal Association. 

Monroe Calculating Machine Co., Monroe Benevolent Society. 
Van Raalte, Mutual Aid Association of Van Raalters. 


NEW YORK 


Allied Chemical & Dye Corp., Solvay Mutual Aid Society, process division. 
Ansco-Ozalid Mutual Benefit Association. 

Consolidated Edison Employees Mutual Aid Society. 

Dunn & McCarthy Mutual Benefit Association. 

Endicott-Johnson Corp., workers medical and relief department 

F. C. Huyek & Sons, employees benefit plan. 

General Electric Mutual Benefit Association. 

General Electric pensioners hospitalization plan. 

Group Health Insurance, Inc. 

Health Insurance Plan of Greater New York. 

Tilumination Products Industry. employees retirement fund. 

International Ladies Garment Workers Union, health and welfare plan. 
ILGWU, Union Health Center. 

John A. Manning Paper Co., Inec., Manning Welfare Associa 
Spaulding, Bakeries Mutual Benefit, Association. 

Svracuse Chiled Plow Co., Inc., sick benefit insurance fund 
United Hatters, Cap and Millinery Workers International Unio: 
Van Raalte Mutual Aid Association, Dunkirk and Silver Creek. 
Van Raalte Mutual Association, North Tonawanda. 

Van Raalte Mutual Aid Association, Saratoga Springs. 


iO} J 


NORTH CAROLINA 


American Tobacco Co., Durham, medical department. 
American Tobacco Co., medical department. 

Atlantic Coast Line, relief department. 

Celo Health Center, Celo Health Education Corp. 
Chatham Manufacturing Co., Mutual Aid Association. 
Marshall Field & Co., United Mutual Aid Association. 
Roanoke Rapids Hospital. 

Van Raalte Mutual Aid Association, Brvson City. 
Van Raalte Mutual Aid Association, Franklin. 
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OHIO 


East Ohio Gas Co., Employees’ Mutual Hospital and Medical Association. 


Jack & Heintz Precision Industries, Inc., hospital benefits plan. 

The Goodyear Relief Association. 

The Hospital Service Association of Licking County. 

The New York Central Railroad Mutual Relief Association. 

The Youngstown Sheet & Tube Co., Employees’ Benefit Association. 
Williams Manufacturing Co., hospitalization and surgery program. 


OKLAHOMA 


Community Hospital Clinic, Farmers’ Union Hospital Association. 
Hinton Community Hospital, Inc., (cooperative plan). 
Northwest Community Hospital Association. 


OREGON 


Clackamas County Physicians Association. 
Coos Bay Hospital Association. 

Eugene Hospital and Clinic. 

Farmers Union Health Association. 
Industrial Hospital Association. 

Klamath Medical Service. 

Lumbermen’s Hospital. 

National Hospital Association. 

Oregon Physicians’ Service. 

Pacific Hospital Association. 

Prudential Hospital Association. 

Spokane, Portland & Seattle Railway Employes’ Medical Association. 


PENNSYLVANIA 


American Tobacco Co., Ashley, medical department. 

American Tobacco Co., medical department, Lancaster. 

American Tobacco Co., medical department, Philadelphia. 
American Tobacco Co., medical department, Scranton. 

American Tobacco Co., medical department, Wilkes-Barre. 
Bessemer & Lake Erie Railroad Employees Mutual Benefit Association. 
Department of Public Safety, welfare fund, medical division. 
General Electric Employees Mutual Benefit Association. 
ILGWU, Allentown Health Center. 

ILGWU for Philadelphia and vicinity, union health center. 
ILGWU, Tri-State Health Center. 

Inter-County Hospitalization Plan, Ine. 

Peoples Natural Gas Co. Employees’ Mutual Benefit Association. 
Shenango Pottery Co. Emplovees’ Benefit Association. 

Textile Employees’ Benefit Association. 


RHODE ISLAND 
Silversmith’s Mutual Benefit Society. 
SOUTH CAROLINA 
American Tobacco Co., medical department. 
TENNESSEE 


Ravenscroft Cooperative Health Association. 
Van Raalte, Mutual Aid Association. 
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TEXAS 


American Smelting & Refining Co. Workmen’s Hospital and Benefit Association, 
Baytown Mutual Benefit Association. 
Caprock Cooperative Hospital Association. 
Crosbytown Clinic Hospital. 
East Texas Group Hospitalization System, Inc. 
El Paso Electric Co. Employees Association. 
Fisher County Memorial Hospital. 
Floyd County Co-Operative Hospital. 
Freestone County Cooperative Hospital members hospitalization ay 
Hale County Cooperative Hospital. 
ILGWU, Dallas Health Center. 
ILGWU, San Antonio Health Center. 
McCulloch-Concho Cooperative Hospital, Inc. 
Martin County Memorial Hospital. 
Parmer County Community Hospital, Ine. 
People’s Hospital. 
Plains Memorial Hospital, Inc. 
Southern Pacific Lines in Texas and Louisiana Hospital Association. 
St. Louis Brownsville & Mexico Ry. Co., Employees Hospital Association 
South Plains Hospital-Clinic. 
Texas Farmers Health Service. 
Texas Mexican Railway Employees Hospital Association. 
Texas & Pacific Railway Employees Hospital Association. 
The Gulf Coast & Santa Fe Hospital Association. 
West Plains Health Association. 
UTAH 


American Smelting & Refining Co., employee benefit plan. 
Kennecott Copper Corp., prepayment medical, hospital, and surgical plat 
San Juan County Cooperative Health Association. 


VERMONT 


Van Raalte Mutual Aid Association, Middlebury. 
Van Raalte Mutual Aid Association, Randolph. 


VIRGINIA 


Chesapeake & Ohio Railway Employees’ Hospital Association. 
American Tobacco Co., medical department,. Newport News 
American Tobacco Co., medical department, Norfolk. 
American Tobacco Co., medical department, Petersburg. 
American Tobacco Co., medical department, Richmond 
Marshall Field & Co., Fieldale Mutual Aid Association. 


WASHINGTON 


Big ‘‘W’’ Medical and Hospital Association, Ine. 

Roslyn-Cle Elum Beneficial Association. 

Group Health Cooperative of Puget Sound. 

Permanente Health Plan, Northern Permanente Foundation 
Snohomish County Beneficial Association. 

Spokane International Railroad Co. Mutual Benefit Association 
Washington State Medical Bureau. 

Western Clinic. 
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WEST VIRGINIA 


Memorial General Hospital and Golden Clinie. 
Monongahela Valley Hospital Service, Inc. 

Morgantown Hospital Service, Inc. 

Hope Employees’ Mutual Hospital and Medical Association. 
West Virginia Esso Employees Benefit Association, Inc. 


WISCONSIN 


Allis Chalmers, West Allis Works Mutual Aid Society. 

American Tobacco Co., Medical Department, Sparta. 

Consolidated Water Power & Paper Co., Employees Benefit Association. 

Cooperative Health Association. 

John Deere Van Brunt Co., sick benefit plan. 

Kimberly-Clark Corp., Mutual Benefit Association. 

Milwaukee Medical Center. 

Waushara County Cooperative Health Association. 

Wisconsin Electric Power Co. and Associated Companies Employees’ Mutual 
Benefit Association. 


APPENDIX C 


NOTE ON SIGNIFICANCE OF NONREPORTING OF FINANCES IN DERIVING ESTIMATES 
or Totrat INCOME AND EXPENDITURES FOR ALL SURVEY PLANS 


At the close of the survey, income and expenditure data were available for 
hospitalization benefits, medical care benefits or for the combined benefits (hospi- 
talization and medical care) from 201 plans, partial data were supplied by 4 plans 
and no financial data were available from anv source for 46 plans. 

Among the 46 plans there were several relatively large organizations including 
the Washington State Medical Bureau which covered 466,241 persons (nearly 60 
percent of all persons for whom financial information was lacking). If this one 
plan is not counted, partial or complete financial data applicable to 92 percent of 
the remaining enrollment were available. 

The following tabulation shows the types of plans and the enrollment for which 
financial data were entirely lacking: 


ype of plan Pians Persons 

Potal.._- 46 R08, 892 
Employer 116 23, 610 
Employer-employee 6 102, 510 
Employee. 27 103, 496 
Consumer _. 9 | 31, 550 
Medical society - 34 472, 726 
Private group clinic 4 75, 000 


' Includes 15 small plans operated by 1 industrial firm, 
Includes 5 railroad hospital plans covering 96,066 persons. 
’ Includes 1 plan covering 466,241 persons, 


From this tabulation, the size of the problem presented by nonreporting of 
finances can be gaged. Reasonable estimates were possible for the large medical 
society plan and for the railroad hospital plans. There was a large probability of 
error in relation to the private-group clinics; and a much less significant error for 
the balance of the coverage, in this group of plans. 
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METHODS OF ESTIMATING 


To obtain totals of the income and expenditures of all the surveyed plans, 
estimates were made, plan-by-plan, of the probable income and expenditures of 
the plans for which data were lacking, on the basis of the per capita data of nearly 
similar plans. For example, data were available on 21 railway hospital associa- 
tions covering more than 450,000 employees; average per capita figures for this 
group were used to estimate income and expense for the balance of the railroad 
hospital association membership. Similarly over-all data for Washington State 
Medical Bureau were derived from the per capita figures of the similar Oregon 
plan, with appropriate allowance for the fact that part of the Washington coverage 
did not have hospitalization insurance from the plan. It seems probable that the 
error in the totals shown is small. 

As pointed out in the text, many plans furnished information on their entire 
medical care income and expenditures but were unable to indicate the proportions 
assigned to hospitalization and to medical services separately. Several methods 
were used to obtain estimates differentiating between the two major benefit items. 

When the plan furnished the data for expenditures for hospitalization but did 
not indicate the corresponding income paid by the membership for the hospitaliza- 
tion insurance, the ‘‘benefit or loss’’ ratio of the entire plan, covering both hos- 
pitalization and medical care, was used; it was thus ae that hospitalization 
income bore the same ratio to hospitalization expense as all income bore to al 
expense. 

On the basis of the complete and separate data furnished by plans insuring 
members against both hospital and medical care costs, it was found that hospital- 
ization accounted for 38 percent to 40 percent of total income and total expendi- 
tures. A ratio of 40 percent for hospitalization (and 60 percent for medical car 
was applied to the total income and expenditure figures submitted by the plans 
which reported totals but could not provide the breakdown. This calculatior 
was made for each plan and the data were adjusted where differences in member- 
ship were shown for hospital or medical care benefits. 

With this method of estimating each item, it is evident that the figures which 
apply to the whole benefit structure of the plans are more accurate than the 
figures presented for hospitalization and for medical care separately. 

It is also true that the data on expenditures for hospitalization and for medical 
care are more nearly accurate than the corresponding income figures for this 
breakdown. 

Because the financial data for all plans could be obtained only by estimating 
only rounded total figures have been used in tables 12, 13, and 14 Per capita 
figures based on actual numbers of persons and actual reports of income and 
expenditure are presented in tables 15, 16, and 17. 
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TARLE 1.— Distribution, by regions, of 251 surveyed plans and their membership, by 
type of sponsorship, 1949 





Plans Members 
Region and type of sponsorship or organization 3. | ; 
| | | 
Number | Percent Number Percent 
siehianes 
Total 251 100.0 4, 459, 260 | 100.0 
Industrial 150 59.8 1, 971, 103 | 44.2 
Consumer 46 18.3 291, 154 6.5 
Community-wide 25 9.9 | 814, 299 18.2 
Medical society 13 5.2 916, 514 20.6 
Private group clinic 7 6.8 466, 190 10.5 
New England 7 2.8 31, 358 7 
Industrial 7 31, 358 | 
Middle Atlantic 40 15.9 1, 124, 786 25.2 
Industrial _. 34 581, 790 
Consumer 1 971 
Community-wide 5 542, 025 
East North Central 29 11.6 561, 594 12.6 
Industrial 22 164, 237 
Consumer 2 2,077 | 
Community-wide 3 | 86, 855 
Private group clinic 2 8, 425 
West North Central 19 | 7.6 297, 932 6.7 
Industrial 15 186, 033 
Consumer 4 é 111, 899 
= 
South Atlantic sald 42 16.7 271, 736 6.1 
Industrial le oe 23 167, 687 
Consumer ai latvia 7 31, 169 
Community-wide 11 60, 380 | 
Private group clinic 1 12, 500 
East South Central 13 5.2 216, 270 4.8 
Industrial 7 
Consumer 2 
Community-wide 3 
Private group clinic I 42, 500 
West South Central 38 15.1 181,049 4.1 
Industrial 17 136, 850 
Consumer 19 39, 396 
Community-wide 2 4, 803 
Mountain 19 7.6 145, 590 3.3 
Industrial 8 62, 865 
Consumer ; 29, 55S 
Medical society fi 46, 917 
Private group clinic 2 6, 250 
Pacific 14 17.5 1, 628, 945 36.5 
Industrial ; 17 
Consumer = 8 | 
Community-wide 1 cs 
Medical society 7 
Private group clinic 11 | 
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TABLE 2.—Distribution by States of 251 surveyed plans showing an unduplicated 
count oj their membership, according to scope of benefits, 1949 ' 








| Sine edie | 

| Plans offering | pjans limited to | Plans offering 

| ete more or less | =a aad 

Total - ~~, | hospital and/or | hospital benefits 

4, | comprehensive | surgical benefits | only 
State | benefits ’ 
Plans) Members |Plans) Members |Plans)} Members |Plans} Members 
| 
rotal | 251 4, 459, 260 184 3, 169, 937 | 33 423, 310 4 866, 013 

Alabama 5 126,980} 5 126, 980 
Arizona 2 37, 407 1 9, 900 | 1 27, 507 
Arkansas 4 54, 685 | 3 34, 460 | l 20, 225 
California - - - 24 845,167 | 22 533, 396 | ] 62, 512 1 249, 259 
Colorado. . 9 56, 173 | 7 48, 203 1 3, 985 l 3, 985 
Connecticut 1 41 | 1 41 
Delaware 
District of Columbia 1 17, 869 | 1 17, 869 
Florida 5 16, 618 | 5 16, 618 | 
Georgia 13 54, 187 | 1 5, 526 2 2, 209 10 46, 452 
Idaho 3 22, 492 3 22, 492 
Illinois 10 209, 120 | 5 81, 348 3 94, 272 2 33, 500 
Indiana. - 2 18, 700 | Beas 2 18, 700 
Iowa... _-- l 6, 000 1 6,000 |_. 
Kansas 1 4, 000 1 | 4,000 | _. 
Kentucky 3 53, 162 1 2, 462 2 50, 700 
Louisiana - 6 44, 291 3 38, 000 ; 3 6, 291 
Maine 2 : 
Maryland . 2 1, 780 2 1, 780 
Massachusetts 3 30, 506 | 3 | 30, 506 |__ 
Michigan l 4,917 | | l 4,6 
Minnesota 7 175, 308 | 6 147, 049 1 28, 2 
Mississippi 3 35, 816 | 2 28, 792 1 7, 024 
Missouri 10 112, 624 | 9 109, 469 1 3, 155 
Montana | 1 5, 500 | l 5, 500 7 
Nebraska sg 
Nevada 1 | 16, 455 | I 16, 455 et 
New Hampshire 
New Jersey 5 51, 707 2 1, 693 1 249 2 49, 765 
New Mexico 
New York... 20 779, 339 13 717, 570 5 46, 976 2 14, 793 
North Carolina 9 52, 707 | 6 | 44, 999 3 7, 708 
North Dakota 
Ohio 7 240, 684 | 2 6, 485 3 85, 236 2 148, 963 
Oklahoma 3 8, 488 | 3 8, 488 
Oregon 12 272,503 | 12 272, 503 
Pennsylvania 5 293, 740 11 66, 703 1 17, 400 ; 209, 637 
Rhode Island l 27 1 427 
South Carolina 1 1, 300 1 1, 300 
South Dakota ‘ 
Tennessee 2 312 1 36 l 176 
lexas 25 523 22 69, 826 l 300 2 3, 457 
Utah 3 : 3 7, 563 
Vermont 2 | 2 384 
Virginia 6 89, 480 5 86, 980 l 2, 500 
Washington § 511, 275 7 510, 965 1 310 
West Virginia 5 37, 795 3 15, 835 2 21, 960 
Wisconsin 9 88, 173 9 88, 173 
Wyoming 


! The entire membership of each plan has been assigned to the State ir 
is located, when the distribution was not available 


which the plan’s headquarters 
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TABLE 6.—Hospitalization membership in all surveyed plans and in comprehensive 
benefit plans, by State, 1949} 


State 


Total 


Alabama 

Arizona 

Arkansas 
California 
Colorado 
Connecticut 
Delaware : 
District of Columbia 
Florida 

Georgia 

Idaho 

Illinois 

Indiana. - - 
Iowa-._--- 

Kansas 

Kentucky 
Louisiana 

Maine. - 
Maryland. : 
Massachusetts - - - 
Michigan 
Minnesota 
Mississippi 
Missouri. 
Montana... 
Nebraska - - 
Nevada. . aS 
New Hampshire - - . 
New Jersey --- 
New Mexico- -- 
New York- -- 
North Carolina-. .. 
North Dakota 
OLio . 
Oklahoma 
Oregon_. 
Pennsylvania --. 
Rhode Island - 
South Carolina 
South Dakota 
Tennessee -. 

Texas -. si . " 
Utah_-_. 

Vermont 

Virginia. : 
Washington 

West Virginia 
Wisconsin_.-. 

W yoming.---. 


1 The entire membership of each plan has been assigned to the State in which the plan’s head quartersi 


located, when the distribution was not available. 


2 36 additional surveyed plans had no hospitalization benefits. 


| 
| 
} 
' 


All surveyed plans 


Plans 


t 


mar eto 


K-10 Qo 


17 


o— we BO 


»hO Nh Oe 


Te -1 SS 


Members 





26, GSO 


"407 
685 
* 899 


, 743 


41 


314 


618 


, 187 
, 492 
’ 877 


, 300 


, 000 


162 
291 


, 240 


506 


917 
, 927 


5 816 


S61 


, 000 


, 455 


50, 914 


89, 
353, 
25 


80, 


, 499 


665 


398 


, 467 


363 


, 740 


300 


276 
299 
957 
384 
480 
062 
295 


082 


3 32 additional surveyed comprehensive plans had no hospitalization benefits. 


Relatively compre 
hensive plans only 





Plans Members 
$152 2, 605, O15 
) 126, 980 
I 9, 900 
, $4, 460 
20) 527, 521 
6 47, 758 
l 41 
] 16, 314 
5 16, 618 
1 5, 526 
} 22, 492 
4 80, 092 
l 4,000 
1 2, 462 
2 34, 000 
1 1, 240 
3 30, 506 
6 142, 668 
2 28, 792 
7 99, 706 
1 5, 500 
10 
1 5, 373 
2 2, 467 
271, 363 
11 66, 703 
1 1, 300 
15 60, 540 
2 5, 957 
86, 980 
6 353, 652 
2 3, 335 
7 80, O82 
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TABLE 7.- 


HEALTH INSURANCE PLANS IN THE UNITED STATES 


Distribution, by State,! of plans and of membership in 67 plans limited 
to hospitalization and/or surgical! benefits, 1949 


Total for 














| 
| 
eee oie “Hospitalization sa tae _ “Surgical 
bespeeeieeation | only” plans Hospital surgical plans only” plans 
| | 
State | | | Enrollment for 
Plans|Members|Plans Members Plans : Plans Mem- 
, Hospital- Surgical "| ers 
eaters | benefits 
| venefits 
- s ; i, 
Total 63 256, 777 | 34 | 866, 013 | 29 390, 764 310, 386 a4 32, 372 
Alabama | | | 
Alaska 
Arizona Lt 27,8 | | ' 1 27, 507 27, 07 
Arkansas , oO | 20,225} 1] 20,225 
California i 21 311,771} 4142249,250| 1 62, 512 53, 548 
Colorado | 1 | 3, 985 | 1.| 3, 985 | l 3, ORS 
Connecticut | | | | 
Delaware | | | 
District of Columbia | | | | 
Florida | a 5 . 3 | 
Georgia | 12] 48,661] 10] 46,452} 2]| 2,209) 676 | 
Hawaii | | j | Be 
Idaho | | | Basia slash acon ale j 
Ilinois 3 103, 785 2; 33,500 | 1} 70,285} 12,000 | 2} 23,987 
Indiana 1 14, 300 1} 14,300] 14,300 | 1] 4,400 
Iowa | | j . | | weal 
Kansas 
Kentucky 2 50, 700 | 2} 50,700 | 
Louisiana 3 6, 291 3 | 6, 291 | 
Maine : | | | 
Maryland | | 
Massachusetts | |-- 
Michigan l 4,917 | 1 4,917 | 4,917 | 
Minnesota | 1} 28,259 | 1| 28,259 28, 259 | 
Mississippi 1. ia 7,024 1| 7,024 So ; : 
Missouri 1 3, 155 1 3, 155 3, 155 |. 
Montana | 
Nebraska | 
Nevada l 16,455 | i 16, 455 | 16, 455 | 
New Hampshire ‘ . = 
New Jersey 3 50, 014 2 49, 765 1 249 249 |_. 
New Mexico_. ‘ | aE 
New York 7 61, 769 | 2 14, 793 5 46, 976 46, 976 
North Carolina 3 7, 708 | 3 7, 708 7, 708 
North Dakota —— | | 
Ohio 5 | 234,025 |} 2) 148,963 3 85, 062 73, 466 | 
Oklahoma Se ae 
Oregon . ee nt Se 
Pennsylvania 4 | 227,037 | 3 | 209, 637 1 17, 400 17, 400 | 
Rhode Island_ | | ‘ ee 
South Carolina ; |. 
South Dakota | 
Tennessee 1 276 | 1} 276 276 | 
Texas 3| 3,759) 21 3450) 1] 300 300 | 
Utah | 1. s 
Vermont.. 2 384 |. | 2] 384 | 384 |. | 
Virginia 1 2, 500 |_- 1 | 2, 500 | 2, 500 | 
Washington 1 310 | 1 | 310 310 | | 
West Virginia 2 21, 960 | 2} 21,960 


Wisconsin 
Wyoming 


1 The entire membership of each plan has been assigned to the State in which the plan’s headquarters is 
located, when the distribution was not available. ; = iS 
2 Persons entitled to hospitalization benefits in California Physician’s Service plan (Blue Shield) included 


in this survey because they are not counted as having hospitalization coverage in Blue Shield or Blue Cross 


reports. 
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PaBLeE 8.— Distribution, by States, of plans and of membership according to type 
of sponsorship in 184 plans offering more or less comprehensive benefits, 1949 


All plans Type of sponsorship or organization 
Communit 7 
State ! | Industrial 2 Consumer? | wide or med Pr vo 
Plans} Members ~al society SVU) 
‘lans Members | Plans ee ~ | Plan Mei Plar Mem- 
otal 184 | 3,169,937 | 114] 1,512,707 | 42 | 259,131 | 1 } ” 7 |456, 190 
Alabama oewerses 5 126, 980 4 84, 480 | 1 | 42.500 
Arizona 1 9, 900 1 9, 900 ae 
Arkansas 3 34, 460 2 29, 850 1} 4,610 
California : 22 533, 396 12 237, 745 | 5 | 29, 11¢ 5 |266, 535 
Colorado 7 48, 203 5 47, 008 | 1 | $45 l 750 
Connecticut l 41 l 41 | ' 
Delaware . : Sa = deat taal al 
Dist. of Columbia 1 | 17, 849 of ae 1 17, 859 
Sr 5, 16, 618 | 3, 900 4} 12,718 
Georgia 1 5, 526 l 5, 526 | 
Idaho ; 3 22, 492 al < 3 22. 492 
Illinois_. 5 81, 348 4 80, 092 | 1} 1,256 
Indiana ; : | 
Iowa- --- l 6, 000 l 6, 000 | 
Kansas 1 4, 000 } l 4, 000 
Kentucky -. -| 1 | 2, 462 1 2, 462 
Louisiana........-.. 3 | 38, 000 3 38, 000 | 
Maine... sielpdierte = ; 
Maryland... ; 2 1, 780 l 1, 240 | 1 | 540) 
Massachusetts - - 3 30, 506 3 30, 506 
Michigan g 
Minnesota - - : 6 147, 049 3 39, 150 3 | 107,899 
Mississippi--.. -- 2 28, 792 | 1 2, 257 | 1| 26,535 
Missouri... - 9 | 109, 469 | 9 109, 469 | | 
Montana... 1 5, 500 | | 1 
Nebraska - - -- | dl | 
Nevada... nial : ; 
New Hampshire - - ! : | | | 
New Jersey - --- 2 1, 693 1 | 722 | 1 | 971 
New Mexico. .- seat | 
New York 13 717,570 | 11 | 428, 491 | 2 |8 229.079 
North Carolina 6 44,999; 5] 44, 957 | 1 | 42 
North Dakota_-- 
| RE 2 6,485 | 2 6, 485 | 
Oklahoma.... 3 8, 488 | | 3 8, 488 | 
ae 12 272, 503 | 2 5, 243 | 1} 1, 140 5 | 154, 097 4 (112,023 
Pennsylvania - . 11 66, 703 ll 66, 703 |... 
Rhode Island .. 1 | 427 | l 27 ial 
South Carolina 1 | 1, 300 | 1 1, 300 | 
South Dakota-. ; ‘ ; bs 
Tennessee 1 | 36 |. 1 | 36 
Texas..-- 22 | 69, 826 10 48, 044 12} 21,782 
WERR.nccn 3 | 7, 563 2 5, 957 1 1, 606 
Vermont... oa 
Virginia 5 86, 980 5 86, 980 
Washington 7 510, 965 2 7,510 2 19, 257 1 %466, 241 2 {17 
West Virginia 3 15, 835 2 3, 335 oe 1 12,500 
Wisconsin. 9 88, 173 6 78, 927 2 2.077 i 7 169 
Wyoming 


1 The entire membership of each plan has been assigned to the State in which the plan’s headquarters is 
located, when the distribution was not available. 

? 71,000 persons in this column do not have hospitalization benefits 

8 24,000 persons in this column do not have hospitalization benefits. 

4 24,000 persons in this column do not have hospitalization benefits. 

‘ These are the only community-wide plans in this column. None of this enrollment has hospitalization 
insurance from the surveyed plans. 

* 155,503 persons of this total do not have hospitalization insurance from the surveyed plans, 








178 


HEALTH INSURANCE PLANS IN THE UNITED STATES 


TABLE 9.—Distribution, by type of sponsorship, of plans and membership according 
to scope of medical benefits, in 184 plans offering more or less comprehensive bene- 


fits, 1949 





| 





Medical benefits 


Hospitali- 
_| zation ben- 


| Total | ST | Pa oe | | efits only, 
Type of sponsorship or | 8 At home, clinic At home and for some 
organization otal or office, and in | office or clinic | plan mem- 
hospital only bers 
— a — ws = | — omnes j = 8 EE _ 
Plans|Members/Plans| Members Plans; Members|Plans| Members| Members 
a ee ee —— | _ — 
Total. a a A 184 |3, 169,937 | 184 |3,145,632 | 165 |2,870,093 | 19 | 275,539 24, 305 
Industrial_._...__.-- .---| 114 |1,512, 707 114 11, 506, 005 | 100 |1, 282, 915 14 | 273,090 6, 702 
lenssteasehttee ; ; 
Employer-...-..-.-- |} 23} 118,490 23 118, 490 23 | 118,490 
Employer-employee | 
(or union).........| 33 | 429,599 33 | 429,542 31 423,115 2 6, 427 57 
Employee.......-.-.| 45 | 537,467 | 45 | 531,607 | 43 | 529,645 2 1, 962 5, 860 
Re en 13 | 427,151 13 426, 366 3 161, 665 10 | 264, 701 785 
= —— = |= - 
NINE St abt ee 42 | 259,131 42 241, 528 37 239, 079 5 2, 449 17, 603 
Community-wide___-___- | 2 | 289,079 | 2 {| 289,079 2 | 289,079 
Medical society ___._._- | 9 | 642,830 | 9 | 642,830 9 | 642,830 
Private group clinic... 17 466,190 | 17 | 466,190 | 17 | 466, 190 


TABLE 10.—Distribution, by type of sponsorship, of plans and membership accord- 
ing to scope of benefits, in 67 plans limited to hospitalization and/or surgical 


benefits, 1949 


Total 


Type ¢ 


Hospitalization 





of service 


Surgical 











Plans! Members i 
Plans} Members | Plans) Members 
Total. ._.. ; 67 |_ 1,289,323 | 63 |__ i, 777 33 342, 758 
Industrial. _._..._._. dscns tes 2 ~~ 36 458,396 |" 33 | 429, 835 26 228, 496 
Employer. Based j 6 88, 217 | 5 85, 567 | 3 35, 199 
Employer- employee (or union) 14 29,880} 12 4, 143 14 29, 880 
NO cs cinchiis ede newaenss . 15 333,799 | 15 333, 625 9 163, 417 
cs scbduums 1 6,500} 1 _6, 500. nae 
Consumer... : "32,0231 4 ~ 32, 023 2 97, 807 
Community-wide 23 525,220} 23 525, 220 3 | 66,015 
Medical society - 4 273, 684 3 | 269, 699 2 20, 440 
Type of service—Continued 
Hospitalization and sur- Hospitaliza- Surgical 
gical combined tion only only 
Type of sponsorship or organization ¥ 
Members entitled 
to 
) la ____| pian] Mem- | p). Mem- 
Plans I lans| bers |2 lans| hers 
| Hospitali- | g | 
| mn ‘ rics | 
| zation urgical j | | 
— —e — | —_ - —— —— - —_ ee — 
en = ba 
rotal | _29| 390,746 | 310,212) 34 |866,013 | 4] 32,546 
NE i ic sci ss : 2 211,705 | 199, 935 10 (218,130 | 3 
Employer-_. 2 32, 549 52, 549 3 | 53,018 l 
Employer-employee (or union) ----.- ; 12 4,143 4, 143 2 
Employee | 9 175, 013 163, 243 7 |158,612 | ( 
Union...... | ------|--------- inne — Shs Sr 
Consumer... i s| a 27,807 | 2| 4,216 
Community-wide- | 3 134, 797 66,015 20 |390, 423 |_- 
Medical society - - 1 16, 455 16,455 | 72 |253, 244 1 3, 985 





1 No plan shown because all of the membership except 174 persons has surgical-hospitalization combined. 


2 One of these is a Blue Shield plan. 
reported elsewhere. 


The number of persons it covers for hospital benefits is not, however, 
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TABLE 11.—Distribution of plans and of subscribers, by amount of monthly con 


tribution for subscriber coverage alone, for 86 plans, 1949 











‘ans includir lans exclud 
rotal Plans includi g | x id 
Monthly contribution for sub- ae] ren dependent 
scriber coverage alone 
Plans (Subscribers Plans |Sut ay I Sut ( 
Total RG 832, 932 7 ) ) 29 14 
$1 and under s $ 37, 433 4 15, 809 
$1.01 to $2 34 < 2), OR2Z 9 52, 170 
$2.01 to $8 23 ] 177,84 s 121, 624 
$3.01 to $4 14 9 199. 13 5 18, 975 
$4.01 to $5 4 1 7K 4 93, 61 
$5.01 to $6 2 2 900 
$6.01 to $7 1 l 1, 250 
TABLE 12. Estimates of total income and total expenditures for hospitalization 
benefits, by type of plan sponsorsh ip, in 215 plan providing hospitalization 
benefits, 1949 
ype of sponsorship or organizatior Plans M Exp 
\ \f 
Total O15 861. 792 $39 7 G26 4 
Industrial plans 134 1, 870, 509 21.1 19.4 
Employer 28 | 203, 883 2.3 2.2 
Employer-employes 39 | 107, 429 6.7 6 
Employer-union | l 17, 894 1 
Employee Ah R60. G50 10.8 } 
Union 10 380, 3 1.2 I 
Consumer 32 266, 772 1.9 1. 
Community-wide 23 1) 51 { 
Medical society 12 757. O26 8 8 
Private group clinic 14 $42, 265 
| ’ 
Total (M). ( 4). ( 0.0 "I 
Industrial plans 62.3 is 2 
Employer | & f 
Employer-em ployee 18] 
Employer-union ; 
Employee 26. 0 22 27.2 2 
Union 6 8 ( 
Consumer 14 6.9 1 8 14 
Community-wide ( yg — 


Medical society A. f 0. 9 
Private group clinic 


- 
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TABLE 13.—Estimates of total income and total expenditures for medical care benefits 
by type of plan sponsorship, in 216 plans providing medical benefits, 1949 


Type of sponsorship or organization 


Total 
Industrial plans 


Employer 
Employer-employ ee 
Emplover-union 
Employee 

Union 


Consumer 
Community-wide 
Medical society 
Private group clinic 


Total 
Industrial plans 


Employer 
Employer-employee 
Employer-union 
Employee 

Union 


Consumer 
Community-wide 
Medical society 
Private group clinic 


TARLE 14. 


Plans 


0 


Q 


1.0 
.0 


| 


Members Income 
| 








Millions 

3, 488, 390 $54.1 
1, 734, 501 21.9 
153, 689 1.9 
35, 528 7.2 
23, 894 | 1 
695, 024 9.6 
426, 366 3.1 
, ood 3.7 
004 6.0 
663, 270 14.2 
466, 190 8.3 


Percentage distribution 


100.0 100.0 
49.7 40. 6 

4.4 3.5 
12.5 13.3 
19.9 § 





R 
10.2 11.1 
19.0 26. 2 
13.4 15.3 


by type of plan sponsorship, 1949 


Type of sponsorship or organization 


Total 
Industrial plans 


Employer 
Employer-employee 
Employer-union 
Employee 

Union 


Consumer 
Community-wide 
Medical society 
Private group clinic 


Total 
Industrial plans 


Employer 
Employer-employee 
Employer-union 
Employee 

Union 


Consumer 
Community-wide 
Medical society 
Private group clinic 


Plans 


6 
Q 


9 
.6 


a) 


“Ito 


Members Income 


} 


Millions 





4, 459, 260 $03.8 
1,971, 103 | 43.0 
: 4.2 

| 13.9 

2 

871, 266 20.4 
433, 651 4.3 
291, 154 | 5.6 
814, 209 11.1 
916, 514 22. 5 
466, 190 11.6 


Percentage distribution 


100.0 100. 0 
44.1 45.8 
4.6 4.5 
9.8 14.8 
19.5 21.7 
9,7 4.6 
6.5 6.0 
18.3 11.8 
20.6 24.0 


10.5 12.4 


| 


Expendi- 


tures 
Millions 
$46 
20 


1 
6 


8 
9 


3 


4 
10 


100 


44. 


Estimates of total income and total expenditures by 251 surveyed plan 


Ex nd 
tures 


Millions 
$R2 


39 


10 


FD Ww-s 


7o 
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TABLE 15.—Per capita income and expenditures for hospitalization benefits among 
109 reporting plans, 1949 








Per capita Perce 
1 ype of plan ship 
Income Benefit ex b fit covered t 
penditure eport 
All $9. 18 $8. 28 90. 2 63.8 
Plans offering hospitalization only 10. 13 8. 34 82.2 100 
Plans offering hospitalization and/or surgical benefits 9. 35 8. 45 90. 4 om 
Plans offering more or less comprehensive benefits 8. 76 s. 50 7.0 45.1 
Industrial 9. 21 9. 20 ¥9. 2 47.2 
Employer sponsored 16. 04 15. 90 a9 65.8 
Employer and employee 18. 00 16. 99 4.4 
Employer and union 2 2 
Employee 16. 87 17. 33 102. 7 52.2 
Union 3. OS 2.80 5.4 lOO 
Consumer 7.73 l 105.8 om 
| Medical society 10.78 10. 55 7.9 
Private group clinic 6. 78 6. 21 91. ¢ 
| 
| hese figures may represent slight understatements. Based on data covering 2.2 million perso1 Se 
} table 17, footnote 2 
? Insufficient data 
TABLE 16. Pe r capita income and et pe nditures for medical care bene fits among 100 
reporting plans, 1949 
Per capi Proportion 
me " 
lype of plan gat sa ship 
Jenefit e SOU 10 covered | 
Income see benefit $ Tie 
All $14. 20 $12. 27 86.4 2 
Plans offering surgical benefits 7.87 7.04 RY. 5 )] 
Plans offering more or less comprehensive benefits 15. 44 13. 30 86.1 18.9 
Industrial 11.1 10. 82 #5. 2 ix 
Employer sponsored 15, 26 15.19 0.5 65.8 
Employer and employee 18. 95 17.5 12.4 14.2 
Employer and union 2 : 
Employee 18. 43 17.91 7.2 
Union 6. 48 6. 2t Hi. LOK 
Consumer 22. 04 18. 52 84.0 23. 2 
Community-wide 18. 76 14.14 5. 4 10 
Medical society 21.44 16. 69 77.8 2 
Private group clinic 21.95 19. 6 89 st 
(hese figures may represent slight understatements (see table 17, footnote 2 Based on data 


1.8 million members 
Insufficient data 
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TABLE 17.—Per capita income and expenditures for hospitalization and medical 
care combined among 122 plans offe ring hoth be nefits, 1949} 


Per capita 2 Percent of 


Proportion mamibe 

















‘1 ype of plan o! income ship 
all used for s t 
Income Benefit ex henefits covered by 
penditures reports 
All $23. 15 $21. 18 91.5 70.9 
Plans offering hospitalization and surgical benefits 15. 57 13. 96 SY. 7 Vl. ¢ 
Plans offering more or less comprehensive benefits 24. 37 22. 34 91.7 68.4 
Industrial 23.85 71 95, 2 73.9 
Employer 74 Ys. 5 82.3 
Employer and employee or union 1.18 31.86 93. 2 75.3 
Employer and employee 5. 40 3. 51 94.7 74.2 
Employer and union 12. 22 5. O4 is. 6 100. 0 
Emplovee 24 O38 26 67 USN 52 
Union_ 1 58 8. 6S WO. ¢ 100. 0 
Consumer 10. 58 16. 42 &3. 9 81.2 
Medical society 32. 22 27. 24 84. 5 35.7 
Private group clinic 24.84 21. 5 AO. S SU 
Includes only plans providing both benefits to identical numbers of insured persons 
Chese figures may represent slight underst because end-of-year enrollment was used instead of 
iverage enrollment for the year in computing per capita amounts Based on data covering 2.1 million 
] ABLE 18. ( ‘om par ison of plans and persons include / in the 19 he) and the 1949 


Surveys of Vie dical-care plans, by type of spons rsh ip 


Plans Membership 
Type of sponsorship or organization 
1045 ly4y 1045 1¥4¥ 
Comparable plans: 

More or less comprehensive benefit plans 
Industrial 111 114 1, 309, S28 1, 512, 707 
Consumer 15 12 110,731 259, 131 
Community-wide l 2 9, 352 289, O79 
Medical society ? t 9 354, 100 642, 830 
Private group clinic 23 17 180, 696 166, 190 
Limited hospitalization—surgical benefit plans 5 3 32, 782 23, 310 
Total, for comparison 161 217 2, 297, 589 3, 593, 245 


Plans in 1945 survey but not included in 1949 survey 


Medical society 2 2s 1, 627, 004 
Governmental 1] 135, 004 
Miners’ 2 105, 153 
Total 41 1, 867, 161 
Plans in 1949 survey but not included in 1945 survey: Inde- 
pendent hospitalization only plans 4 3 866, 013 
Total 202 251 | 44, 164, 750 4, 459, 258 


Type of sponsorship or organization according to the 1949 method of classifying the plans. Some plan 
have changed type and certain others (including the union plans) now are shown with industrial plans in- 
stead of with consumer plans 

All Blue Shield and Blue Cross plans omitted from 1949 survey, except for 5 Oregon plans included in 
both the 1945 and the 1949 surveys 

3 Includes persons entitled to hospitalization benefits in California Physicians’ Service plan (Blue Shield 
Included in this survey because they are not counted as having hospitalization coverage, in Blue Shield or 
Blue Cross reports. 

4 This figure differs from the total membership (4,975,850) shown in Bureau Memorandum No. 55 because 
of the following omissions: 

Dependent coverage, Washington State Medical Bureau overstated in 1945 report 600, 000 
Estimated for dependent coverage in 1945 and not estimated for the same plans in 1949 211, 100 
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TABLE 19.—Comparison of membership by scope of benefits and by type of spons 
ship for 110 plans ! surveyed in 1945 and in 1949 








Member Members eligible for me 1 benefit 
[ype of sponsorship at Ne al ‘ ~ \ 
Ol ma uw 
or organization (ac- | Plans, 
cording to 1945 clas- | 1945 
sification 1945 1949 . . i . 
Pla 
{ 49 
lotal 110 2. 598, 250 100 1 1,3 2, Ot } s 1 7Y 
Industrial 276 190, 450 6S 958,047 | 3 962 4 ” R 22g 
Consumer 17 723, 82 15 142, 843 25 | 45, 402 
Medical society a) 2 S t 554, 100 20 g 
Private group clinie il 263, 639 1] 206, 36. 213. 639 
Members eligible for medical Members ¢ ble for t 
benefits— Continued tior 
['ype of sponsorship or organiza In hospital only M 
tion wecording to 1945 classifi 
cation 
Member I 
Plans Me 1949 
1945 1949 
Total 5 32, 395 97, 845 SS 1, 707, 644 1, 941, 18 
Industrial 4 19, 143 19, 530 60 953, 36 0. 538 
Consumer l 13, 252 78, 315 i 26, 399 280. 969 
Medical society f 54, 100 164, 83 
Private group clinic 9 273, 779 234, 84 
Does not include HIP which, though included among Bu randu! 
No. 55, was not included in the statistical tables becauss t t} ‘ 
of 229,200 on December 31, 1949 
2 Includes one plan for which there are no enrollment data. Includes 6 plat 4 {1 firm, whic 1 
10 plans (counted as 6) in 1949 
} Includes 4 plans with an enrollment of 26,247 in 1949 who are not covered phy rvice 
home 
4 Includes 1 plan with an enrollment of 1,240 in 1949 having home set bene 
only 
5 Includes 3 plans with an enrollment of 33,537 in 1949 who did not have physiciar es in the home 
6 1945 data for Washington State Medical Bureau correctedf or over statement Bureau Memorat 


No. 55 


7 Includes 155,503 State public assistance recipients who are not ere 








APPENDIX F 


INFORMATION SUBMITTED TO THE SUBCOMMITTEE ON HEALTH OF THE 
SENATE COMMITTEE ON LABOR AND PuBLIC WELFARE BY THE 
AMERICAN MeEpDICAL ASSOCIATION 


AMERICAN MeEpicaL AssociATION, 
Counc, on MEpIcAL SERVICE, 
Chicago, December 18. 1950. 
Dean A, Ciark, M. D., 
Consulting Director, Survey for the Subcommittee on Health, 
Committee on Labor and Public Welfare, 
United States Senate, Senate Office Building, 
Washington, D. C. 


Dear Dr. CLarK: We are enclosing data which we hope will be helpful in the 
development of the health insurance survey as authorized by Senate Resolution 
273. 

These data are supported by various explanatory exhibits. Where possible, we 
have followed your revised format dated October 5, 1950. It was not possible to 
supply all of the statistics. In the main, deficiencies are due to one or more of the 
following reasons: 

1. Lack of uniformity of type of plans included 

2. Short period of time some of them have been in existence 

3. Nonexistence of this data in initial accounting and statistical pro- 
cedures. 

Should we be in a position to clarify any existing data for you or your staff, 
please let us know. 

Very truly yours, 
Howarp O. Brower. 


Exuipit A 


[Reprinted from the Organization Section of the Journal of the American Medical Association, December 4, 
1943] 


CounciL ON MeEpIcAL SERVICE AND PusLic RELATIONS—THE PURPOSES AND 
FUNCTIONS OF THE COUNCIL 


The council was authorized by the house of delegates of the American Medical 
Association at its annual session in Chicago in June 1943. The members of the 
council were immediately appointed by the board of trustees. Section 4 of 
chapter IX of the bylaws provides that the duties of the council shall be as follows 

(1) To make available facts, data and medical opinions with respect to 
timely and adequate rendition of medical care to the American people; 

(2) to inform the constituent associations and component societies of 
proposed changes affecting medical care in the nation; 

“*(3) to inform constituent associations and component societies regarding 
the activities of the council; 

(4) to investigate matters pertaining to the economic, social and similar 
aspects of medical care for all the people; 

““(5) to study and suggest means for the distribution of medical services 
to the public consistent with the principles adopted by the house of delegates; 
and z 

““(6) to develop and assist committees on medical service and public rela- 
tions originating within the constituent associations and component societies 
of the American Medical Association. 

“In the exercise of its functions, this council, with the cooperation of the board 
of trustees, shall utilize the functions and personnel of the bureau of legal medicine 
and legislation, the bureau of medical economics and the department of public 
relations in the headquarters office.” 
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The council is also bound by the actions of the house of delegates on the subject 
of medical care and its distribution, notably the platform adopted in 1937 as 
amended and amplified in subsequent years by the various resolutions and refer 
ence committee reports adopted by the house of delegates. 

In order to carry out these functions, the council has organized as follows: 


ORGANIZATION 


Officers.—The council shall elect annually: 
A chairman. 
A vice chairman. 
A full-time secretary. 

An executive committee of three shall be created, which shall include the chair- 
man, the council member of the board of trustees and a third member to be chosen 
annually from the duly appointed or elected members of the council on medical 
service and public relations. This committee shall exercise such functions as are 
delegated to it by the council. 

The central office of the council is to be located in the office building of the Amer- 
ican Medical Association in Chicago. 

The functions of the council outlined in the bylaws are closely integrated and 
cannot well be considered separately. To carry them out, it is obvious that the 
council must have adequate sources of information, maintain close contact with 
constituent associations and component societies, and establish close relationship 
with the already existing bureaus and departments of the association. 

The council, therefore, subject to the approval of the board of trustees 
decided on the following methods of operation: 

1. In carrying out the directive in the bylaws as to relationship with the other 
bureaus and departments of the association, the council has established close 
collaboration (a) with the bureau of medical economics, which has been asked 
and has expressed the willingness to do the research on many of the economic 
problems necessary for the council’s study, and which is well equipped to carry 
out such research; (6) with the bureau of legal medicine and legislation. Joint 
bulletins will be issued with that bureau on legislative matters. Attempt will 
be made to effect wider distribution and, if necessary, more frequent publication 
of such bulletins; (c) with the department of public relations. The council shall 
utilize the sources of information of this department, and joint bulletins may be 
issued from time to time with it and, if indicated, with other bureaus of the 
American Medical Association. All planning will be to avoid overlapping of 
functions and duplication of effort. 

2. The Council on Medical Service and Public Relations has extended the 
sources of information of the American Medical Association on problems with 
which the council is specifically concerned. Through its membership and by 
cooperation with constituent associations and component societies and the utiliza- 
tion of other facilities, the council will disseminate such information toward effect- 
ing its objectives. The secretary of the council, with its approval, will undertake 
such travel as may be necessary. 

3. In order that constituent associations and component societies may be kept 
informed of the activities of the council and of proposed changes in the status of 
medical care, and that the council may be of assistance to those associations and 
societies, the council has requested each State association to designate an existing 
committee or create a new committee to function with the council on a State level. 

Each State organization has also been requested to contact each component 
society in the State and ask it similarly to designate or form a committee to 
function in connection with the programs of the council. Where such organ- 
ization is feasible, it has been suggested that committees be created along the 
lines of congressional districts. 

Such State and county committees have been urged to keep the council informed 
of their local problems and activities. 

State organizations also will be requested from time to time to conduct experi 
ments in the various methods of medical care and to inform the council of their 
results so that the council may study and evaluate the experiments and transmit 
the information acquired to all concerned, 

4. The council feels that under its directive it is its duty to endeavor to evolv: 
such modifications of our present system of medical care as may be necessary to 
cover all the people and be in accord with the traditions of American medicine 
as to high standards of medical care and the American tradition of free enterprise 
as already outlined in paragraph | of the council’s policies previously published 
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To accomplish this, study must be made of all economic, social and similar aspects 
of such care. 

5. In order that the above program may be effectively carried out, the secretary 
of the council, with the guidance of the council in conformity with the above 
expressed relationships with other bureaus and departments, shall inform the 
profession through the various State organizations of all pending national legis- 
lation and bureau directives affecting the practice of medicine. It shall likewise 
be his duty, with the guidance of the council, to arrange for medical representation 
at meetings and hearings pertaining to medical care, collaborating in the repre- 
sentation with other councils and bureaus of the American Medical Association 
that have an interest in this same subject. 

6. The secretary is instructed, with the supervision of the council and in col- 
laboration with the department of public relations, to disseminate information 
concerning the activities of the council through the publications of the American 
Medical Association and the various State medical journals, and to prepare and 
release information on medical care. 

The council has already issued its statement of general policies, and it will act 
in accordance with those policies and the above methods of functioning. 






























HeaALTH INSURANCE SURVEY, CouNcIL ON MEDICAL SERVICE, AMERICAN MEDICAL 
AssocraTION, DECEMBER 15, 1950 


FOREWORD 





When representatives of the Council on Medical Service of the American Medi- 
cal Association were requested to help develop certain data as authorized by Senate 
Resolution 273, it was understood that the staff of the council would undertake to 
collect data pertaining to medical society plans which were not members of the 
Blue Shield Commission and which were not included in the reports pertaining to 
private insurance carriers. 

Since that time it develops that the Blue Shield Commission has gathered or is 
gathering data pertaining to several plans which are nonmembers of the Com- 
mission. It is understood that the collection of these data is an extension of ac- 
tivities which have been undertaken by the Blue Shield Commission in preparing 
regular statistical reports. 

Originally the Council on Medical Service staff was to develop data pertaining 
to some 18 plans involving an enrollment on December 31, 1949, of approximately 
2,000,000 subscribers and dependents. 

Since the Blue Shield report should contain data pertaining to nonmember 
plans having December 31, 1949, enrollment of approximately 1,000,000, this 
means that the attached report pertains only to the 12 plans with 1949 vear end 
enrollment amounting to 857,577. There are two other plans which have received 
medical society approval but these plans are not sufficiently identifiable to be in- 
cluded as separate plans in the data treated in this report and it is further assumed 
that the statistics pertaining to these two plans are embodied in the data supplied 
by those reporting on behalf of the private insurance companies, 

Little uniformity exists among the plans reported in the attached exhibits. 
Consequently, it is impossible to report composite statistics due to the fact that 
too few of the aspects of these plans are comparable. The subsequent report and 
exhibits are an effort to reflect as clearly as possible the composite statistics per- 
taining to the plans listed in the exhibit B hereto attached. Should any additional 
data be required to complete the factual study as outlined by those responsible 
for the conduct of the survey, the council staff shall make every sincere effort to 
provide such additional data as are obtainable. 

A. The objects of the American Medical Association are set forth in article 2 
of the constitution and bylaws as follows: 

“The objects of the association are to promote the science and art of medicine 
and the betterment of public health.” 

The purposes and functions of the Council on Medical Service are outlined in 
a printed pamphlet. See attached exhibit A. 

A great deal of the data concerning type of organization, governing bodies, 
type of benefits of individual plans, etc., are embodied in the publication 
Voluntary Prepayment Medical Care Plans. Your committee has been supplied 
with copies of this publication. A separate listing of these particular plans is 
contained in exhibit B. 

Since only a small number of plans are included in this section of your material, 
and since some of them are underwritten by private insurance carrier, a composite 
balance sheet cannot be developed. This is true of insured plans because the 
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insureres do not allocate any particular portion of their assets as applying to 
these programs. Any such allocation, of necessity, would be an arbitrary one. 

B. As of the end of 1949, the 12 plans reported a total enrollment of 857,577. 
This total was composed of— 


306, 976 
590, 601 


857, 577 

All of the above were entitled to either services or payment in the event of 
surgical operations. By type of benefit—E. G. service, indemnity or a com- 
bination of the two, the enrollment by classification is analyzed in exhibit C 

The percentage of enrollment increase at the end of 1949 over the previous year 
applies only to the indemnity plans since this is the only category*in which the 
number of plans was the same for both years. 

The majority of the plans provide coverage for the cost of surgical procedures 
regardless of where the surgery may be performed. Obstetrical benefits and the 
treatment of fractures and dislocations are generally classified as surgical pro- 
cedures. 

Although these plans were designed initially to provide surgical or surgical- 
medical benefits, 93,742 subscribers and 180,575 dependents were entitled to 
hospitalization benefits. Of these, slightly more than 10 percent of the sub- 
scribers and slightly less than 10 percent of the dependents were eligible for 
service benefits. 

Nine of the twelve plans included in this report offered medical benefits in 
addition to surgical benefits. Since this term implies such a variety of services 
the enrollment figures have been classified in exhibit D between ‘‘medical’’ and 
‘limited medical’ benefits. The former is applied to those plans giving rather 
comprehensive benefits in their basic agreements. The latter term refers to 
beneficiaries of those plans providing either in-hospital medical benefits for non- 
surgical conditions or those plans offering home and office call benefits on an 
optional basis to those who desire to pay the additional premiums. 

Of the total number of beneficiaries (857,577) included in this study 602,558, 
or 70.26 percent, are entitled to either comprehensive or limited medical benefits. 
The allocations between general and limited benefits, subscribers and dependents 
and classifications of types of benefits are shown in exhibit D. 

Due to the socio-economic nature of voluntary health insurance, most programs 
are set up to operate with a minimum of administrative detail. Consequently 
such data as age, sex, race, economic status, etc., are not normally developed. 
Economic status normally is of interest (administratively) only when certain 
beneficiaries are eligible to service benefits because of the amount of their earned 
income. This is true among those plans where participating physicians agree 
either among themselves or with the plans that they will accept specified amounts 
as full payment for their professional services. In these instances, it is a matter 
between the physician and beneficiary rather than the plan administration. In 
this way, there is a minimum of interference with the traditional patient-physician 
relationship. 

A great deal of the data concerning urban or rural enrollment are sometimes 
without too much meaning. The most frequently used criteria has been to 
classify those residing on farms and in towns of less than 2,500 population as 
rural. Some plans have made efforts to distinguish between urban and rural 
subscribers, but indicated that the costs involved were greater than the value of 
the data. Moreover, many persons residing on farms and in small communities 
are employed regularly in urban centers. For the most part, data are only 
available which would distinguish between subscribers and their dependents. 

Benefits payable for the services of professional nurses (other than that pro- 
vided along with routine hospital care) have not been undertaken on any general 
scale. The American Nurses Association and the National Organization for 
Public Health Nursing have indicated an interest in including these benefits and 
services within the scope of voluntary health insurance plans. A joint committee 
of these organizations is at the present time working out suggestions as to how it 
might be accomplished. Also, consideration is being given to the feasibility of 
providing benefits for services of professional nurses. Various independent 
experiments have been under study, but no definite conclusions nor recommenda- 
tions have been developed to date. 

Dental benefits are also in the experimental stage. Two plans (not included 
in the plans listed here) are studying a budget program designed to include 
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routine dental care. So far, it seems these proposed programs are being consid- 
ered by combining corrective or restorative dentistry on a fee-for service basis 
with a budget plan for maintenance dental care. Several of the prepayment 
plans do provide payment for services rendered by dental surgeons when such 
care is necessary as a result of accidental injuries. 

C. The general benefits (hospital, surgical, or medical) are explained in other 
portions of this report. Similarly, whether the benefits are in the form of pro- 
fessional services, indemnity, or a combination of the two is explained elsewhere. 

Since most of the plans covered by this report were designed primarily to 
provide surgical or surgical-medical coverage, hospitalization is considered here 
as a supplemental benefit. 

The range of hospitalization benefits was from a minimum of $5 per day for a 
minimum of 31 days to practically unlimited benefits for a period of up to 26 
weeks—or F83 days. In some instances, where minimum required benefits are 
stipulated, no maximum benefits are indicated. In other words, any benefit 
(amount or duration) over and above the specified minimum is permitted with- 
out any reference to maxima. Normally basic hospitalization benefits apply 
equally to subscribers and their dependents. However, a few plans allow benefits 
for shorter periods for dependents than are allowed for the subscribers. 

Surgical benefits usually apply equally to subscribers and dependents alike. 
In cases where fee schedules are formalized, the maximum cash allowance ranges 
from $150 to $270. Like some hospitalization benefits, there are cases of minimum 
surgical schedules without any limitation upon what the maximum amount will 
be. This means that any schedule which equals or exceeds the minimum could 
qualify. A few plans place neither dollar nor time of treatment limitations with 
respect to beneficiaries of surgical insurance plans. The beneficiary is offered 
care as needed. Any dollar limitation involving the surgeon would be on the 
basis of a proration of fees in the event the resources of the plan were inadequate 
to cover the normal payments. 

Two plans offering service benefits do not indicate any income limits for enroll- 
ment. All subscribers are entitled to service benefits. Two service benefit plans 
place income limits for subscribers. This means that persons who have incomes 
in excess of these limits are not eligible for enrollment. These limits range from 
a low of $3,000 for an individual to $5,000 for families. 

Five plans offering combination benefits have defined income limits. Unlike 
the service plans, over-income persons are not proscribed from enrolling. Under 
these plans, the income limits merely specify which subscribers are eligible for 
service benefits and which are entitled to benefits in the form of indemnity. The 
income limits in this group ranged from $2,000 for an individual to $5,000 for a 
family. Individual income limits ranged from $2,000 to $4,200 while income 
limits for families ranged from $3,600 to $5,000. 

Too few plans are involved to report a mean, median, and mode for individual 
and family incomes. However, $5,000 is the mode for such limits applying to 
family incomes. 

Medical, like hospitalization and surgical benefits, are now generally the same 
for dependents as for subscribers. As mentioned previously, medical benefits and 
services range all the way from in-hospital medical care for nonsurgical cases only 
to rather comprehensive benefits which include home and office calls. Those 
plans providing limited medical coverage (in-hospital only) usually do so on either 
a per diem or per call basis. When dollar limitations are stated, they are usually 
in the amount of $3 per day or $3 per call. The period of time for which such 
benefit is payable is normally 50-70 or 90 days. 

General medical benefits (home and office treatments) are written in a variety 
of ways. The service plans normally guarantee professional service that is 
necessary for the treatment of illness. Those plans providing indemnity benefits 
and combination service and indemnity may exclude either the first three calls 
for the treatment of an illness or require the beneficiary to pay the first few dollars 
toward the cost of treatment. Normally, the benefits (when stated in indem- 
nities) are from $2 to $3 for an office call and from $3 to $5 for a house call. In 
some instances when the first three visits due to illness are excluded, the benefits 
become payable when the beneficiary is hospitalized if hospitalization occurs 
before the three calls are made. Usually, benefits are payable from the first call 
if the call is due to an accidental injury. Some plans in employing an element 
of co-insurance do distinguish between subscribers and dependents. An example 
is charging the employee the first $1 toward the cost of treating any illness and 
requiring a dependent to absorb the first $10 of such cost. 

D. Statistical data on rates of utilization by class of coverage (hospital, surgical, 
and medical) are not general'y available on any comparable basis. Plans pro- 
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viding all types of benefits (especially those operating in relatively limited geo- 
graphic areas) look to the total successful operation of their programs rather 
than attempt to develop complete utilization data on specific items. 

Ten of the twelve plans were in operation during 1949 for a sufficient length of 
time to develop data reflecting income received and benefits paid during the year. 
These 10 plans reported over 95 percent of the total enrollment for all 12 plans. 
Upon the basis of this data, an aggregate average of 83.12 percent of the premium 
income was utilized in payment for claims or in payment for services. The total 
premium (subscription) income of these plans amounted to $11,917,572. Of this 
amount, $9,806,248 (83.12 percent) was paid in the form of claims or benefits. 
Other income of approximately $1.5 million was reported; but this income was for 
purposes other than relating to the prepayment aspects of these plans. 

The highest and lowest claim (utilization) ratio based on total income for plans 
by type of benefits range from a low of 42.4 to 84.4 percent. The ranges by class 
of benefits is reflected below. 








Type of plan Lowest | Highest 
Percent | Percent 
Ser vice ee oat <i ia saute Sea capees 42. 4 | 84.4 
Combination ; we ocopekeehs a a a a ae 77.0 78.7 
PE EE NE eS SR eS. Be ee eee 61.9 79.3 
| 


E. Since only 12 plans are involved in this data and since few of them are alike 
in all respects, it is doubtful if a ‘“‘standard premium” could be developed. 

The range of monthly premiums (all plans) was from a low of $0.60 for an in- 
dividual to a high of $7.50 for a family. The range for individual monthly pre- 
miums was from $0.60 to $3.45 and for families from $2 to $7.50. The modes for 
individuals and families were $2.50 and $7, respectively. 

F. The same practical problems as outlined in the preceding paragraph also 
apply to this data. Moreover, the various plans have not all been in operation 
for the full length of time for which data are requested. 

G. Please see comments under E and F. An additional item is that some of 
these plans are tax exempt and therefore all expense items are not applicable to 
all of the plans. 

H. You are respectfully referred to Mr. Hendricks’ letter of October 4, 1950, 
addressed to Dr. Clark. That paragraph is quoted below with modification to 
reflect the alphabetical change between the original and amended format of your 
outline. 

We believe that a realistic view of insurance, whether it be compulsory or 
voluntary, must be taken. Insurance must be distinguished from medical care. 
Insurance is a means to an end and not the end itself. Hence, we do not see 
how this type of survey could concern itself with such matters as health education, 
professional education, and other subjects covered in your outline under heading 
“‘H.”? These phases of medical care are related to factors other than insurance, 
such as the education of physicians which includes standards for internship, 
residency training, etc. 

I. See “Voluntary prepayment medical care plans’’ (1950), pages 7-12, and 
128-131, both inelusive. Also see ‘Charts and graphs” (1950) and (1949). 

J. The potentialities of the plans included in this report are probably as great 
or as limited as the potentialities of voluntary health insurance in general. The 
total development is relatively new and many aspects are still in the experimental 
stages. However, in spite of its experimental status and in spite of its newness, 
voluntary health insurance has already proved to be of vital relative importance 
in the field of medical economics. 


EXHIBIT B 


Ross-Loos Medical Group, Los Angeles, Calif. 
Surgical Service Plan of Hospital Service, Inc., Fort Collins, Colo. 
Eastern Idaho Medical Service Bureau, Inc., Idaho Falls, Idaho. 
North Idaho District Medical Service Bureau, Lewiston, Idaho. 
Southeast Idaho Medical Bureau, Inc., Pocatello, Idaho. 

The Illinois Plan, Chicago, Il. 

Nevada State Medical Association Program, Reno, Nev. 

New Mexico Physicians’ Service, Albuquerque, N. Mex. 
Community Surgical and Medical Care Plan, Toledo, Ohio. 
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South Dakota Injury-Illness Expense Plan, Sioux Falls, 8. Dak. 
The Surgical Plan of the Tennessee State Medical Association, Nashville, Tenn. 


The Wisconsin Plan, Madison, Wis. 


ExnuiBit C 


Enrollment by type of benefit 


DECEMBER 31, 


Number 


Type of benefit of plans 


Service 4 
Combination 5 
Indemnity 3 

Ric ccanensutismncaneriniecenaet os cae ae 12 


DECEMBER 31, 


j 
| j 


Service bas | 3 
Combination _- 3 
Indemnity 3 


Total 9 


GAIN DURING Y 


Service 1 

Combination | 2 | 

Indemnity - -. 0 | 
Total 3 


Exurinit D 


BENEFICIARIES ENTITLED TO MEDICAL AND LIMITED 





1949 


44,977 
99, 341 
162, 658 


306, 976 


1948 


41,765 
71, 673 
81, 217 | 
194, 655 


TEAR 


3, 212 
27, 668 


81,441 | 





112, 321 


BENEFITS, DECEMBER 31, 1949 


Type 1 


Total 


Service _ 
Combination. 
Indemnity 


Subscribers, Dependents 


HEALTH INSURANCE PLANS IN THE UNITED STATES 


Percentage 


Potal of total 
93, 509 138, 486 16. 16 
189, 260 288, 601 33. 65 
267, 832 430, 490 50, 20 
550, 601 857, 577 100. 00 
RS, 268 130, 033 
105, 364 177, 037 | 
121, 034 | 202, 251 
314, 666 509, 321 
5, 241 | 8, 453 
83, 896 | 111, 564 | 
146, 798 | 228, 239 | 112.8 
235, 935 348, 256 | 
MEDICAL SERVICES OR 
| | 
Subscribers | Dependents | Total 
217, 334 | | 602, 558 


43, 583 
11, 093 
162, 658 


386, 224 
90, 918 
27,474 

267, 832 


134, 501 
38, 567 


430, 490 


BENEFICIARIES ENTITLED TO MEDICAL SERVICES OR BENEFITS 


Total 
Service 
Combination 
Indemnity. 


Total-_. 
Combination 
Indemnity 


Type refers to form of benefit: Service, indemnity, etc. 


50, 370 


43, 583 
1, 500 
5, 287 


166, 964 | 


9, 593 


157, 371 


101, 773 
90, 918 


1, 600 


9, 255 


284, 451 


25, 874 
258, 577 


14, 542 


BENEFICIARIES ELIGIBLE FOR LIMITED MEDICAL SERVICES OR BENEFITS 


415 


35, 467 
15, 948 
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FOREWORD 


This part deals with the activities of local, State, and Federal 
Governments in the field of health. Carried on under the diree- 
tion of Dr. Dean A. Clark and his associates, it is principally the, 
work of Mrs. Elizabeth D. Jones, research assistant, who has had 
varied experience in the field of public health and who served as 
the executive secretary of the Hawaii Territorial Medical Association 
from 1938 to 1949. 

Dr. Clark and Mrs. Jones wish to express their appreciation of the 
invaluable assistance given in the preparation of this study by the 
governors of the States and by State and Federal agencies in providing 
information on the role each plays in providing medical care to 
the needy. 
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PART III 


ACTIVITIES OF GOVERNMENT IN THE FIELD 
OF HEALTH SERVICES 





CHAPTER I 


BACKGROUND OF LOCAL, STATE, AND FEDERAL 
GOVERNMENT ACTIVITIES 


To produce a comprehensive report of State and local activities in 
the field of health would be a research undertaking beyond the time 
limit and resources of this study. 

Preliminary exploration among the Federal and national agencies 
whose activities touch upon State and local health functions, indicated 
that a study of this nature would involve collection of data from a vast 
multitude of agencies on both State and local levels, a compilation of 
which in itself would be a sizable undertaking. It would include such 
a wide range of activity, such a great complexity of patterns as to 
organization, administrative responsibility, type and extent of services 
that only by the most painstaking follow-up could the data so as- 
sembled be unraveled and interpreted to insure a fair report. Indeed, 
it was pointed out that in certain areas of activity, particularly on the 
local level, the difficulties that would be encountered in securing re- 
liable and unduplicated data were known to be insurmountable. 


State government health activities 


The most recent material, and that which comes closest to the 
purpose of this study, is a Nation-wide survey conducted by the 
Public Health Service, covering the health organization, policies, and 
practices of agencies engaged in health work on a State level. This 
report, published in 1943, describes the situation as it existed for the 
year 1940, and is contained in Public Health Bulletin 184.' The 
material for that study was collected by questionnaire and had the 
benefit of expert survey technicians, public-health medical officers in 
the field. State health department officers and staff aided in extending 
the study to all other State agencies engaged in health functions and 
provided office space and clerical assistance for the duration of the 
field work. 

Public Health Service Report 184 is the only recent study available 
that cuts across the multitude of State agencies and gives statistical 
evidence of the manner in which responsibility for health services is 
dispersed at the State level. While the data on which this report is 


1 Mountin, Joseph W. and Flook, Evelyn. Distribution of Health Services in the Structure of 
Government. Public Health Bull. 184 (third edition). U.S. Government Printing Office, Washi: 
1943. 
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based is now 10 years old, it serves well to illustrate the mosaic of 
State health organization as it exists today. 

The State pattern of health practices is no longer as simple as when 
the concept of public health was the control of the environmental 
factors for safeguarding the community’s health and when the regula- 
tion of water supply and sewage disposal, sanitary handling of milk 
and food, the control of communicable disease, and recording of vital 
statistics were traditionally the only functions of the health depart- 
ment. 

The shift in emphasis to include improvement of personal health 
as a vital part of the public health concept, which has gained increasing 
recognition over the years, together with the stimulation afforded by 
Federal grant-in-aid moneys available to States, has had the effect of 
expanding and supplementing the public health activities long engaged 
in by most States and has led to the initiation of new services directed 
toward case-finding, prevention and treatment of specific conditions 
and diseases, and the provision of services to special groups of persons. 

Except for the Federal grant-in-aid programs, in the participation 
of which certain patterns of organization and other requirements are 
prescribed, each State pursues its independent course, thus giving 
rise to a great dissimilarity among the States as to organization and 
as to facilities and services that are provided. 

Within a single State there may be as many as 18 separate and dis- 
tinct types of agencies engaged in services having some health impli- 
cations. The titles of the agencies vary from State to State but in 
general they are composed of the departments of health, welfare and 
relief, labor and industry, agriculture and education; State boards, 
commissions, and independent offices established for specific activities, 
such as control and treatment of tuberculosis, venereal disease and 
cancer, work with the blind, crippled children, mental health, work- 
men’s compensation, industrial accidents; boards of control for the 
operation of hospitals, institutions, and laboratories, licensing and 
examining boards, etc. 

For the Nation as a whole, Public Health Bulletin 184 recorded 
that the median number of State departments, boards, and commis- 
sions concerned with programs having public health significance were 
11 per State; in no jurisdiction were there less than 6 agencies. In 
food- and drug-control work, 15 different types of organizations were 
reported as participating in a single State; 11 were engaged in sanita- 
tion of water supplies; 11 touched upon the problem of general medical 
care of the needy; 9 were concerned with hospitalization of the tuber- 
culous; and 7 with hospitalization of mental patients. Mental hygiene 
was split among nine separate organizations. 

Not only is there this great dispersion of activity over many agencies 
in a single State, there is also overlapping and interweaving of services 
among them. As evidenced by Public Health Bulletin 184, acute 
communicable disease control is primarily a health department func- 
tion, yet in some States the department of education is the agency 
charged with certain regulatory aspects of the program where school 
children are involved. Field service for tuberculosis control is, with 
few exceptions, a health department responsibility; hospitalization of 
the tuberculous, on the other hand, may be a responsibility of the 
department of welfare, a special tuberculosis commission, or of a board 
of control. Industrial hygiene programs are frequently split between 
the departments of health and labor. 
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The activities of these agencies may range from advisory, super- 
visory, and regulatory functions to those of giving financial aid, 
performance of ‘technical services, loan of personnel, administration of 
programs or direct operation of services. The State agency may 
perform in any one of many ways, or may combine within it many 
functions: it may be a law enforcing body; it may promulgate rules 
and regulations; it may provide promotional, supervisory, and con- 
sultative services to local units, or it may render direct services through 
staff members of the State central and district offices; it may conduct 
educational programs; it may administer facilities and programs for 
hospitalization and medical care, or distribute and administer financial 
aid for approved projects and Federal grants-in-aid to local units. 

Lacking the benefit of current State-by-State data, the findings of 
the Public Health Re ‘port 184 are used here to indicate the proportion 
of moneys spent by various State agencies for health activities. 

Of the total $285 million spent by all States in 1940, State health 
departments—agencies established solely for health work—spent 
18.5 percent, while special boards and commissions set up for specific 
purposes spent 25 percent; State departments of welfare accounted 
for 21 percent, and boards of control 16 percent. Included in the 
spending of the latter three types of agencies were expenses for hos- 
pitalization—one of the most costly of health services—and one which 
only rarely is an item of health department spending. Other agencies 
spent appreciably less: independent State hospitals, laboratories, 
departments of labor and agriculture, and State universities spent 
from 2.3 to 5.4 percent each. 

A banal review of the range of this spending illustrates well the wide 
variations in responsibility for the operation of health programs that 
exist from State to State. In two-thirds of the States, State health 
departments spent over 25 percent of the aggregate State’s expenditure 
for health services, with a high of 50 percent reported by one State 
(the Territories, Puerto Rico, and the Virgin Islands excepted). In 
one-quarter of the States, State health department spending amounted 
to only 10 percent and less. Welfare department spending ranged 
from one-tenth of 1 percent to 80 percent. Two-thirds of the welfare 
departments which were able to separate health expenditures from 
those for general relief, reported expenditures of less than 25 percent 
of the State’s aggregate. In States where boards of control operate, 
the expenditure ranged from 17.9 to 82.3 percent, with only 2 States 
out of 22 showing less than 25 percent of the State aggregate. In 
States with independent boards, a high expenditure also was shown, 
with 10 out of 13 showing appreciably more than 25 percent. Most 
States reported health activities by departments of labor and agri- 
culture, but generally expenditures for these were less than 5 percent, 
with a very few States going as high as 12 and 20 percent. State 
universities, existing in less than one-third of the States, ranged in 
expenditures from 1.2 to 34.0 percent with one-half of them under 10 
percent, 

Low expenditures by State agencies do not necessarily represent 
deficiencies, since these may be complemented by high local expendi- 
tures. There is great variation among the States as to the portion of 
responsibility borne by State agencies and the portion delegated to 
local jurisidictions. 


84405—51—pt. 3—— 
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As to sources of funds for State health activities, Public Health 
Bulletin 184 reports that for the country as a whole in 1940 about 
four-fifths of the entire sums expended for State activities which have 
a direct bearing upon human health were appropriated by the States; 
moneys collected as special fees and donations by voluntary organiza- 
tions constituted 8 percent; 7 percent of the total amount represented 
grants-in-aid from Federal agencies; and the remaining 4 percent was 
made up of assessments from local political subdivisions. This break- 
down, of course, was not the picture for any one State. The propor- 
tion of funds a State received from its various sources may have varied 
as widely as the range of expenditures for specified services from State 
to State. 

The relative position of expenditures for health to other State 
government spending, may be illustrated in terms of per capita 
amounts spent for selected major functions by States in 1949: * 


Schools Highways Welfare oe ils Health 


Not including capital outlay and aid to 

local governments 5.19 3.77 8.99 4.00 0.75 
Including capital outlay and aid to local 

I i a a ae 18. 61 16. 80 13. 45 5. 03 .98 





By 1949, this proportion has shown considerable change—aid re- 
ceived by States from the Federal Government amounted to 33 percent 
of State expenditures for health,-and aid from local governments 
about 2 percent.’ 

To sum up the State situation, health organization in each State is 
predicated upon its legislative and budgetary latitude, permitting 
some States to provide services and carry programs that may be en- 
tirely absent in other States. State government responsibility in the 
field of health may be summarized in general terms as follows: 

‘a) To provide funds for the operation of hospitals and insti- 
tutions, chiefly those rendering long term and custodial care for 
mental and tuberculous patients, although some States operate 
special hospitals and university hospitals which latter serve the 
multiple purpose of teaching, research, and providing care princi- 
pally to needy persons; 

(6) To maintain health and other departments, agencies, com- 
missions, and boards which give leadership and “ouids ance or 
regulate and supervise general public health activities and special 
programs of health, medical care or hospitalization; or which 
administer facilities and services, inspect hospitals and institu- 
tions, supervise licensure of physicians, osteopaths, dentists, 
nurses, pharmacists, and others. 

(c) To provide funds for participation in Federal grant-in-aid 
programs and place responsibility for the administration of such 
programs in the proper State agencies; 

(d) To allocate funds to local jurisdictions for health purposes 
and for subsidization of county and other hospitals and personnel, 
and to pay for the medical care and hospitalized illnesses of cer- 
tain categories of persons, principally the needy. 





2 Compendium of State Government Finances in 1949, tables 12 and 14, Bureau of the Census. U. S. 
Government Printing Office, Washington. 1950. 
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Local government health activities 

No ready source of information was available for the health activi- 
ties provided by local governments. There is almost a complete 
absence of assembled data from the local level, except for what can be 
learned from State and Federal agencies. Such information as these 
agencies are able to supply is known to be fragmentary since it gen- 
erally covers only those specific activities wherein State and Federal 
financing and participation extend to the local communities. 

The extent to which health services exist locally depends almost 
entirely upon local initiative and the degree to which the locality is 
willing or able to provide funds, establish facilities, and employ per- 
sonnel. Concepts of social responsibility, legislative permission, 
availability of personnel, along with economic factors, have their 
bearing upon the type and amount of services a community may pro- 
vide. In general, urban communities—cites and counties of con- 
siderable population—have better organization for health services 
than do the rural communities. Prosperous ones can do better than 
the poorer ones, except in such areas where the State supplements 
local deficiencies through financial and other aids. 

While the Federal Government, through financial grants-in-aid, 
stimulates and encourages the promotion and extension of certain 
specific health functions within the States, and the State, through its 
official agencies, provides guidance and assistance in the form of super- 
vision and consultation, financial aid and direct staff services to local 
health units, it is the local government that is responsible, in most 
cases, for providing the services to the people. It is precisely on this 
level, where the people have direct contact with the services, that 
information is most difficult to obtain. 

In the complex State pattern of multiple-agency participation in 
health functions, the authority for all the agencies stems from a 
single government—the State. On the local level, the complexity of 
political subdivision into counties, townships, municipalities, villages, 
and boroughs, each with a substantial degree of autonomy in the 
provision of health and other public services, gives rise to a mul- 
tiplicity of authorities. Local health organization for the most part 
follows closely along the structural lines of local government from 
which it receives its authority and financing. The result has been 
independent local health organizations existing side by side with 
those of neighboring jurisdictions, without relationship one to another 
or to any State or central body. Thus responsibility for administra- 
tion of services and for reporting activities seldom goes beyond the 
local jurisdiction. 

To gain some understanding of the local health organizational 
pattern, a description from Guide to Health Organization in the 
United States,’ which brings out the complexity and diversity of the 
structure of local governmental jurisdiction, is appropriate here: 
While the State is a sovereign unit in the governmental system of the United 
States, it has delegated to counties, municipalities, townships, and other local 
governmental units certain functions in the discharge of which the local political 
subdivision may be quite autonomous * * * there are approximately 38,000 
units of local government having a legally authorized organization and governing 
body, a separate legal identity, the power to provide certain public or govern- 


8 Mountin, Joseph W. and Flook, Evelyn. Miscellaneous Publication No. 35, U. S. Government 
Printing Office. 1948. 
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mental services, and a substantial degree of autonomy including legal and actual 
power to raise at least a part of its own revenue * * 

In order of area, the county is the major subdivision of the State. There are 
in all 3,070 counties in the United States. The remaining 35, 000 units of local 
government are minor subdivisions of the counties * * 

These, in turn, are of two classes: (1) Special taasenmeatilaaes in 
urban or partly urban places for the general purposes of local govern- 
ment and service; there are over 16,000 of such incorporations, desig- 
nated as cities, towns, villages, or boroughs; and (2) subdivisions of 
the county in rural areas for local government purposes, which form 
the town or township system that exists in 22 States. In New 
England and in the vicinity of large cities in other States, many 
governmental units of this class are highly urbenized and not easily 
distinguished from the urban incorporated places. 

While localized affairs are their primary concern, they (the counties) also 
function as agents of the State government for the enforcement of laws enacted 
by the State and for administration of public services authorized by the State. 

The 17,000 townships and 16,000 incorporated places in the United States 
have a wide variety of governmental authority. Some powers of county sub- 
divisions are sweeping in character; in others they are exceedingly limited. On 
the other hand much of the authority with which many of them are vested is 
not exercised and a great number of duties with which they are charged are 
not actually performed since, in practice, it proves more economical to operate 
on & county basis than to partition public functions further. Nevertheless, 
these county subdivisions continue to operate in a minor sense as separate govern- 
mental entities even though such operation may be expensive and ineffective. 


Public health and preventive services 


In the provision of traditional public health and preventive services, 
in many places, two local bodies are involved: A board of health (or 
board of supervisors or commissioners), vested with the authority to 
enact local ordinances, rules, and regulations, having the force of law, 
for the protection of the community’s health, and a department of 
health which performs at least the most elemental and basic public 
health functions of recording vital and public health statistics, control 
of communicable disease, environmental sanitation control, operation 
of a public health laboratory, child hygiene, and health education. 

In some States these local public health jurisdictions are completely 
autonomous and independent of the State health agency. In other 
States, the State health agency has set up a district organization which 
functions in either of two ways: It may operate primarily as an advisory 
and suReEr Ine: y service to the established local health units, or the 
State may set up the staff and finance the operation of services in 
localities where health services are lacking. 

Recent years have seen an increasing tendency toward neighboring 
local jurisdictions and counties combining into multi county or distric t 
health organizations to support services which as separate units 
they were unable to maintain. This has been particularly helpful to 
the poorer and smaller counties. Permissive leg islation has been 
enacted by more than half the States and in a States legislative 
barriers no longer exist to prevent a consolidation and pooling of 
resources to afford more adequate health protection to the community 
and to the individual. In spite of the progress already made, how- 
ever, some 30,000,000 persons and large areas of our country are 
estimated to be lacking even the simplest and most modest local 
health services.* 





4Emerson, Haven. Essential Local Public Health Services. Annals of the American Academy of 
Political and Social Sciences. January 1951. 
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Similarly as on the State level, other governmental agencies, such 

as boards of education and departments of public works, have assumed 
responsibility for certain phases of local health work as an integral 
part of their primary activities, 

Medical care services 

The organization of local welfare agencies, through which medical 
services are generally provided to needy persons in conjunction with 
general relief and public assistance, also follows the lines of local 
governmental structure. 

There are in general two distinct patterns of administering welfare 
needs: (1) By local boards, commissioners, or officials of local govern- 
ment, some of them completely independent of State supervision and 
financing, and (2) county units functioning as branches of the State 
welfare organization with State agency staffing and financing. 

The support and operation of public hospitals is one of local govern- 
ments’ important contributions. In 1949, cities and counties operated 
1,003 hospitals, their 185,000 beds giving admission to some 2,300,000 
persons throughout the year. While the greatest number of these 
beds was in general aca and allied special hospitals, the number 
of beds provided in tuberculosis hospitals by the counties almost 
matched those of State-owned tuberculosis hospitals. Mental hos- 
pitals are financed and operated by some cities and counties, but their 
number is small compared with the State-financed institutions. 

Nongovernmental hospitals and clinics are also utilized by local 
governments for the care of needy persons where public facilities are 
inadequate. In such cases, compensation to the hospital may take 
the form of a lump-sum subsidy; payment of a stipulated amount 
per ward bed operated for the use of indigents, or it may be payment 
of all or part of the per diem costs of the individual’s hospital stay. 

Counties and local governments also provide physicians, dentists, 
nurses, other personnel and services to render care to needy persons 
outside of hospitals and clinics. This also is by a variety of arrange- 
ments. ‘They may be employed on a salary, capitation, or other basis. 

To summarize local governmental activity, health organization 
follows along the structural lines of governmental jurisdiction from 
which is chiefly receives its authority and financing. 

Local governments, in general, may assume responsibility for 
financing ‘and providing administration for any one or all of the fol- 
lowing: 

(a) Local health services; 

(6) Operation of general, special and tuberculosis hospitals; 

(c) Medical care for the needy by various methods such as the 
employment of physicians, dentists, nurses, other personnel and 
services; subsidy of nongovernmental hospitals or by the payment 
of bills for hospital and medical care on behalf of the needy 
individual. 


Federal Government health activities 


The mandate of Senate Resolution 273 calls for a study of State 
and local governmental health activities only. Since the Federal 
Government provides a large measure of direct medical services to 
special groups, and since it exerts a great influence upon State and 
local health programs by reason of its national activities and its 
financial grants-in-aid, reaching down through the State and local 
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governmental subdivisions, this report would be incomplete if it did 
not include an outline of the Federal Government’s activities. 

The Federal Government provides, through direct operation of its 
own facilities, hospitalization and medical services to certain groups 
for which it has assumed responsibility—Indians, veterans, merchant 
marine and Coast Guard, Federal prisoners, and the armed services. 

It makes funds available to States and localities on a matching basis 
through grants-in-aid, for the establishment and maintenance of 
health services and programs for the prevention, control, and treat- 
ment of specific conditions, such as tuberculosis, venereal disease, 

cancer, heart disease, and mental illness; for maternal and child health, 

crippled children, and vocational-rehabilitation services; and for assist- 
ance in meeting medical care costs for certain categories of needy 
persons—the aged, blind, dependent children, and, since 1950, for 
the totally disabled. Grant-in-aid funds are also provided to States 
and localities for the planning and construction of hospital and 
health-center facilities. 

The Federal Government stimulates and promotes health and medi- 
cal research through grants for research projects and facilities, and 
conducts demonstrations and studies. 

It supports colleges and professional education programs in special 
fields for the postgraduate training of nurses, physicians, and other 
medical personnel, and provides for educational and vocational shops 
for rehabilitation programs. 

It engages in public health activities of a national and international 
nature incident to foreign and interstate traffic of persons and goods 
to prevent the importation of communicable diseases from abroad and 
the spread of disease within the country. 

Engaged in these programs is a wide range of Federal agencies. The 
Public Health Service, Veterans’ Administration, Armed Services, 
Children’s Bureau, Office of Vocational Rehabilitation, Bureau of 
Indian Affairs, and the Bureau of Public Assistance are chief among 
these. There are, in addition, numerous agencies, whose activities 
will not be covered in this report, which also contribute indirectly or 
as a subordinate or conjunctive part of their primary function, to 
the health and well-being of the people. The Office of Education, for 
instance, provides teacher-training workshops to stimulate public 
health education and school health programs. The Department of 
Labor promotes health and safety programs in industrial plants, 
while the Food and Drug Administration safeguards the quality of 
food and drugs. The Atomic Energy Commission, which primarily 
operates in the field of defense, spends significant amounts for direct 
medical services and for medical research. Other agencies, such as 
the Federal Works Agency, the National Housing Agency, the Tennes- 
see Valley Authority, the United States Maritime Commission, Fish 
and Wild Life Service of the Department of the Interior, make some 
contributions to health in the conduct of their operations. 


Summary of local, State, and Federal activity 

To summarize thus far the activities of local, State, and Federal 
Governments in relation to health, it is apparent that the governments 
provide a large measure of health and medical services and that the 
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Federal and State Governments particularly play a role of considerable 
influence and leadership in this field. 

From a purely legalistic standpoint, the three levels of government— Federal, 
State, and local— represent distinct and separate entities. Actually, they consti- 
tute a partnership for the protection and promotion of human health. For the 
most part, the scope of responsibility of all official agencies participating in health 
work is founded in statutory authorization. Designated agencies of each govern- 
mental level are held accountable by specific laws for one or more of the following 
functions: Direct service, regulatory work, popular health instruction, adminis- 


tration of financial grants-in-aid, loan of personnel, or conduct of investigations 
and demonstrations.5 


It can also be said that, with some exceptions, there is a distinct 
pattern to each government’s activities; those of the Federal Govern- 
ment are stimulation and promotion of and financial assistance for 
new functions or the extension of those already established by State 
and local jurisdictions; those of the States are for the most part 
regulatory and supervisory, while local government agencies come in 
direct contact with the people for whom the services are functioning. 

The large exception to this division of functional responsibility 
of course, is hospitalization, in which field each government has 
developed its own particular pattern—the Federal Government pro- 
viding for special groups for whom it has assumed responsibility; the 
State governments providing mostly for mental and tuberculous 
patients, and local governments taking care of general illness, prin- 
cipally for the needy, but rendering, along with the States, a large 
measure of tuberculosis hospitalization. 

Each level of government provides for the financing of its own 
activities, except that a small share of finances is derived by States 
from assessments levied on local political subdivisions in addition to 
Federal grant-in-aid moneys received, and local jurisdictions receive 
some financing from both State and Federal Governments, depending 
chiefly upon their participation in programs and services. 

Generally speaking, programs and activities are not imposed from 
the upper governmental level to the next. Partie — in the Fed- 
eral-aid programs, for instance, is entirely voluntary by the States and 
local jurisdictions, within the framework of the regulations and re- 
quirements prescribed. 

A large number and a wide variety of agencies participate in health 
work on all governmental levels. Locally, the authority from which 
such work stems is widely dispersed over numerous political sub- 
divisions. 

Most governmental activity, whether it be Federal, State, or local, 
is directed toward special groups or specific diseases and conditions. 
Only insofar as public health, education, and research are concerned 
are activities engaged in for the benefit of the whole population. 

Medical care for general illness is not available to the public at large 
in any State. Those who receive medical care almost invariably have 
the same characteristics: They are the needy persons, those who are 
dependent upon the community for all or some portion of their main- 
tenance, or those who are ordinarily self-sustaining but require assist- 
ance when illness or long hospitalization drains their resources. 

About half the States furnish some medical care for designated relief 
groups, ranging from fairly comprehensive programs for all needy per- 


5 Mountin, Joseph W., and Flook, Evelyn. Guide to Health Organization in the United States. Miscel- 
laneous Publication No. 35. U.S. Government Printing Office. 1948 
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sons to extremely limited services to persons in the old-age assistance, 
aid-to-the-blind, and dependent-children categories of grant-in- aid 
public assistance only. 

Against the bac kground of local, State, and Federal functions and 

responsibilities, we have, in the succeeding portion of our report de- 
scribed selected health activities for which data and information were 
available from reports and statistics of Federal agencies. We have 

presented separately (1) the role of governmental “hospitals at local, 
State, and National levels and the me .dical services provided the special 
groups for which government has accepted responsibility ; (2) the grant- 
in-aid programs which further general public health, focus attention 
on the control of specific diseases and conditions, and, as principally 
in public assistance, aid in the payment of medical services for specified 
categories of needy persons. For each of these activities we have 
described the program, its administration, the services rendered, the 
persons eligible for services, and have tried—but have not always suc- 
ceeded—to obtain the numbers of persons receiving services and the 
sums appropriated or expended for 1949. 

It must be emphasized that that which follows represents several 
specific activities only and does not constitute the total picture of tax- 
supported health activity in the country. 

No attempt was made to evaluate these health activities or to make 
recommendations regarding them. Recommendations are made, how- 
ever, relative to the gaps in information and statistical data which 
exist in available source material, and which would be needed for a 
more complete analysis of present governmental programs and for 
planning of further health proposals. 

An analysis of the available source material and the areas in which 
the lacks occur accompanies the recommendations offered at the con- 
clusion of our report. 








CHAPTER II 


SELECTED ACTIVITIES OF LOCAL, STATE, AND FEDERAL 
GOVERNMENTS 


A. GOVERNMENT HospITaLs AND Mepicat Carre PROVIDED TO 
SPECIAL GROUPS 


Government plays a large role in the financing and operation of 
hospitals throughout the Nation. In 1949, Federal, State, county, and 
city governments provided 71 percent of all hospital beds in the con- 
tinental United States. The number of hospital beds provided by 
State governments alone exceeded the total of all nongovernmental 
beds. State governments provided over 45 percent of the Nation’s 
hospital beds; the Federal Government and local governments each 
provided 13 percent. 

Patients admitted to the governmental hospitals in 1949 were 4.5 
million, or one-quarter of all patients admitted to hospitals through- 
out the country. These admissions refer to patients receiving bed care 
and do not include patients admitted to clinic or dispensary outpatient 
services. 

Governments quite universally have taken responsibility for the 

‘are of mental, tuberculous, and some other types of patients who re- 
aes long periods of hospitalization, in contrast to the acute illness or 


short-term services provided by the nongovernmental hospitals. This 
accounts for the lower number of admissions reported by gove rnmental 
hospitals in spite of the larger bed capacity. Even in the governmental 


general hospitals the average length of stay, 17.2 days, far exceeds the 
8.0 di ay average for nongovernmental hospits als. Thea average length of 
stay for governmental general hospitals in 1949 was 25.8 for Federal 
hospitals; 15.0 for State hospitals; 14.8 for county; 12.5 for city, and 
11.2 for city-county hospitals. 

The accompanying two tables show the number and type of hospitals 
and beds and the number of admissions, comparing governmental with 
nongovernmental facilities. 


~ I 


TABLE 1. Hospital service in the continental Unite Sta 
control 1949 
Hospitals B " 
Control - 
Number I ( Number | \ I 


Governmental 


Federal S61 182. 254 | ¥ 
State 573 656, 611 791, 67 
County 561 103, 209 x98. 9 
City s73 71, 779 1. 190. 2S 
City and county 69 11 2 9 778 
lotal, governmental 1, 937 29. 5 1, 025, 1 d 4, 258, 78 ir 
Total, nongovernmental 4 635 70. 5 413. 87 me 2 4 188 { 
lotal all hospitals 6, 572 100.0 1. 439 1K) 16. 659. 97 oO 


1 Includes Armed Forces and the Veterans’ Administration hi 
Source: Hospital Service in the United States, JAMA, May 6, 1950, vol. 14 No. 1. 
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TaBLeE II.— Hospital service in the United States, classified by control and type, 1949 




















| } 
, Number of | Number of | os 
Type and control hospitals | beds Admissions 
eS ee 
Government: 
Federal: 

a a el i 361 182, 254 1, 164, 096 
NE coor tesiesid oc daietnasteh aden csstieedeeralmniatink webeaendebinden 272 103, 692 1, 060, 768 
I a ei 37 * 172 51, 399 
AR iierticcdeccwcanin ainute eee laine amteceae 25 , 213 20, 792 
Other special 3 , 518 16, 938 
cS a 24 2 630 14, 194 

State: | 

halen an ee RE aa It ee 573 656, 611 791, 671 
I ill dense onicesinncen a aa 58 | 21, 072 388, 337 
mn UTNE UO enn Be ads 287 593, 581 172, 865 
I Te a 84 | 26, 028 25, 675 
Other special _ . . .___- i a a eh te SG re ee | 35 | 7, 579 120, 073 
MII coe ce kt eee toe 2 od 109 | 8, 351 | 84, 721 

County: = | 
a ais ee eed a Le aed 561 | 103, 209 | 808, 955 
sails elena le aes 
IN bank titeissnatidehinn thinkteds Sikhs ahead 299 | 43, 816 | 831, 080 
Nervous and mental_._...........-. esc gidiptdde pias cain 47 | 26, 798 10, 081 
SI ae 178 | 24, 241 | 30, 456 
a he | 20 5, 462 | 18, 318 
eS aN ee Be 17 | 2, 892 | 9, 020 

City: | 

tise tine tli ceeded kient achanaehcs sncdseeick albindcetigtscoduedin tommemngsiionen 373 71, 779 1, 190, 285 
ON ot ae nh as as -| 297 | 47, 868 1, 133, 201 
Nervous and me whet st Oe hee a ee Se a ee j 2 862 | 370 
POM plat Sc aial Paci Se kat oan acohed, oe ae 25 10, 669 | 18, 978 
eR ear < poe ee om 40 8, 261 30, 563 
I ces Sa a le a in 9 | 4,119 | 7,173 

City-county | 

Miata iiNet aS a es sia 6Y 11, 302 213, 775 
eS eee BS a i 53 9,196 | 209, 175 
SR ae cai pine 
I hn eee re ee | 13 | 1, 881 2, 002 
Other special Smet ho DS Me Soe eee To: : 3 225 2, 601 
| SHES eR eal aioe ae eit is 

Zobel, guvermmenenl onc ec ccrcccccccucs i 2 J 1, 937 1, 025, 155 1, 258, 785 

Nongovernmental: | 

a a a NT 3, 782 349, 089 11, 827, 750 
EE OE RLS LEE TALE an 233 20, 010 73, 340 
Tuberculosis | 119 | 10, 435 | 15,175 
i Be 458 31, 489 | 467, 205 
institutions.............. ibieipeiitihat teat tehiee eine eek ee ae eee te 43 2, 899 | 17, 718 

Ween, SI ORTIIIIIIRD oii cn encié ee ncodaseccomens 4, 635 | 413, 875 | 12, 401, 188 

Sa | 6, 572 | 1, 439, 030 16, 659, 973 


Source: Hospital Service in the United States, JAMA, May 6, 1950, vol. 143, No. 1. 


When hospitals are classified according to type and control, it is 
found that— 

General hospital beds, totaling 574,683, represent 39.9 percent 
of total hospital beds: 295 644 (39 percent) are governmental and 
349,039 (61 percent) are nongovernmental. 

Nervous and mental beds total 705,423, which represents 49 
percent of all hospital beds: 685,413 (97 percent) are govern- 
mental and 20,010 (3 or are nongovernmental. 

Tuberculosis beds total 83,470, representing 5.8 percent of all 
hospital beds: 73,032 (88 penwent) are governmental beds and 
10,438 (12 percent) are nongovernmental. 
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Other special hospitals and institutions represent 5.3 percent 
of the total bed capacity—75,454 beds. Governmental beds are 
41,066 (54 percent) and nongovernmental beds are 34,388 (46 
percent). 
Total patient days in governmental and nongovernmental 
hospitals of all types for 1949 were 447,107,115, of which slightly 
over one-third were in general hospitals. 


1. FEDERAL HOSPITALS AND MEDICAL CARE RENDERED TO GROUPS OF 
PERSONS FOR WHOM GOVERNMENT HAS ASSUMED RESPONSIBILITY 


Hospital and medical services are provided by the Federal Govern- 
ment to certain special groups, including veterans, the armed services, 
merchant marine, Coast Guard, Indians, inmates of Federal prisons, 
and to certain persons disabled in Government services. Services to 
these groups are given in hospitals owned by the Federal Government 
and operated by Federal Government employed personnel. Also, 
where necessary, the Federal Government contracts with private 
hospitals and private practitioners for services rendered to these 
groups. 

The Federal Government in 1949 owned and operated 361 hospitals 
containing 182,254 beds, with responsibility for these spread over 
several Federal agencies. The number of persons admitted to these 
hospitals was 1,164,096; the cost of operating all federally owned 
facilities amounted to $764 million.! 

Table III shows the number of federally owned hospitals, their 
bed capacity and number of patients admitted during 1949. 


TaBLe II1.—Federal pe tals 


Number of| Number of Number of 
pital bed ons 


U.S. Army a kage eee ey 48 24, 960 255, 512 
U.S. Air Forces ; ‘i 7 Ta a a 36 4, 754 81, 070 
U.S. Navy ° : Gebieanianes a aa 35 18, SUS 199, 884 
U. 8. Public Health Service : . a cy 46 10, 837 105, 916 
Veterans’ Administration_--. 2 dite dnadmemancuaie ae ‘ 129 110, 543 160, 755 
Indian Affairs a paicedetadiabdsitnindaeicl 61 3. 343 19, 008 
Other Federal Sas fe ee or Tees eS a 6 8, 889 2, 556 

a ne ete 1 361 182, 254 1, 164, 096 


1 Hospitals in the Territories, possessions, and the European and Far Eastern Army Command are not 
included, 


Source: Hospital Services in the United States. JAMA, May 6, 1950, vol. 143, No. 1. 


(a) Armed Forces 

The Army, Navy, and Air Force hospitals, in 1949, numbered 119 
with 48,642 beds to which 536,466 patients were admitted during 
that period. While each service operates its own hospitals, a policy 
of joint utilization of all military hospitals by the three services is 
now in practic e. 

In 1949 about 1 percent of the population—about 1.5 million ? 
men—were in the armed services, and it is estimated that during 


peacetime about 2 percent of the ‘forces are in the service hospitals 
at all times. 


ee 


1 Hospitals (pt. II, June 1950, vol. 24, No. 6). This figure includes some of the cost of armed services hose 
pitals, s 
2 Annual Economic Review. A Report to the President, January 1950. Council of Economic Advisersg 
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There is no separate budget for health services, as such, for the 
armed services. Some costs, such as medical supplies and hospital 
equipment, are budgeted for directly but various portions of the cost 
of care are budgeted for by different organizations within the services. 
In the case of the Army, maintenance of hospitals is budgeted for by 
the quartermasters, motor vehicles by ordinance, ete. The Navy 
budgets for its hospitals direct, but dispensaries on air fields, navy 

vards, ete., are budgeted for by the various bureaus which they serve. 
The Air Force medical budget is included in the total Air Force 
budget. Military personnel working in the medical services are not 
budgeted for by the medical services. 


(b) Public Health Service 


As one of its many activities, the Public Health Service, through 
its Division of Hospitals, in 1949, operated 26 hospitals, consisting 
of 21 general hospitals serving more than 200,000 members of the 
merchant marine, the coast guard, their dependents and Federal em- 
ployees injured in line of duty; 2 tuberculosis hospitals, 2 hospitals 
for the treatment of neuropsychiatric and drug addict patients and 
the National leprosarium. These hospitals admitted about 79,000 
patients at an in-patient cost of about $25 million. 

St. Elizabeths Hospital, for the treatment of mentally ill bene- 
ficiaries of the Federal Government, and Freedman’s Hospital, 
general hospital with specialized departments, also are under the 
direction of the Public Health Service. 

In areas where maintenance of hospitals for the purposes of the 
Public Health Service is not warranted, hospital care is contracted 
for with local hospitals. The Public Health Service also operated 17 
dispensaries which provided in-patient care to over 3,000 persons. 

Out-patient clinic services were rendered by the hospitals and dis- 
pensaries, and in the offices of about 100 private physicians who serve 
on a part-time basis. About 1,000,000 treatments were given in these 
facilities to over 400,000 patients during the vear at a cost of about 
$3 million. 

Medical, hospital, dental, and psychiatric services were provided 
by the Public Health Service, in cooperation with the Bureau of 
Prisons, to some 31,000 Federal prisoners; the cost of which amounted 
to about $1.7 million. 

Over a million persons, seeking admission to the United States for 
immigration, travel, study, or business, were examined by the Public 
Health Service in the course of which at least 26,000,000 inspections 
at ports of entry and border stations were made for the presence of 
quarantinable diseases. 

(c) Veterans’ Administration 

Hospitalization and domiciliary care is provided by the Veterans’ 
Administration for veterans with service-connected disabilities and, 
subject to the availability of beds and receipt of statement regarding 
inability to defray expenses, for veterans with non-se ‘rvice-connected 
disabilities. Medical and dental out-patient care, exclusive of exami- 
nation to determine need for hospitalization or domiciliary care and 
eligibility for pensions and imsurance benefits, is provided caida to 
veterans with service-connected disabilities and those receiving voca- 
tional rehabilitation benefits. 
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A wide range of services, including general medical, surgical, nurs- 
ing, and dental care, pharmaceuticals, physical therapy, corrective 
rehabilits ation, prosthetic appliances, mental hygiene, and other serv- 
ices are provided in hospitals and domiciliaries, through out-patient 
clinies and devceeks eae town”’ programs. 

The Veterans’ Administration operates the largest single govern- 
mental hospital system in the Nation. It reported a total capacity 
of 106,287 operating beds in 136 hospitals, at the close of the 1950 
fiscal year, and expects, upon completion of its total building pro- 
gram, to have a capacity of 131,400 beds in a total of 175 hospitals. 

Hospital care was provided to 684,788 veterans during the year, 
81 percent of whom received care in veterans’ hospitals, the remaining 
19 percent were cared for in other Federal, State, municipal, and non- 
governmental hospitals at Veterans’ Administration expense; 17 per- 
cent were hospitalized for service-connected disability and 83 percent 
for non-service-connected disability. 

Patients generally tend to stay in veterans’ hospitals for longet 
periods of time than patients in private hospitals. Approxim: ately 
two-thirds of the 102,303 patients occupying hospital beds in veterans’ 
hospitals on June 30, 1950, had long-term illnesses, being mostly 
psychotic or tuberculous patients. 

Short-term hospital bed care and dispensary services were provided 
in 13 domiciliary sections of veteran hospital centers operating 17,630 
beds to which about 20,000 infirm or disabled ve terans were admitted. 

Out-patient clinics were available at veterans’ hospitals and domi- 
ciliaries and in 70 regional offices. Medical treatment was given to 
over | million veterans and about 1.9 million medical examinations, 
not including domiciliary sick calls, were made in these out-patient 
facilities by Veterans’ Administration staff. An additional 330,000 
veterans were examined and 772,000 treated by nonstaff physicians 
on a fee basis. 

Clinic staff completed about 323,000 dent: al- -examination cases and 
87,000 dental-treatment cases wae the vear, while nonstaff dentists, 
on a fee basis, completed about 205,000 Kennel examinations and 
343,000 dental-treatment cases. 

To provide for veterans with service-connected disability who are 
— conveniently to receive treatment in Veterans’ Administration 
facilities, a “home town” medical-care program Was developed and 
has been in operation since 1946. Under this program, the veteran 
has free choice among physicians participating in the program who 
are paid on a fee schedule negotiated between the Veterans’ Adminis- 
tration and the medical society or who provide services under a plan 
in operation through an intermediary organization recommended and 
approved by the State medical association. Thirty-eight States have 
“home town” medical programs. <A “home town’’ program, similar 
in nature to the one for medical services, operates for dental care in all 
States, for osteopathic services in 27 States, and for pharmacy in 47 
States. 

Grants-in-aid are made through the Veterans’ Administration to 
such States as maintain homes for disabled veterans who, by reason of 
their age, disease, or other disability, are incapable of earning a 
living. Payments to the States are made on a matching basis at the 
rate of $500 per year for veterans admitted and cared for, or for one- 
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half of the cost of maintenance, whichever. is the lesser amount. 
Some 7,400 man-years of such care were provided under this Federal- 
State program, with 13 States participating, during the year. 

Total amount reported spent by the Veterans’ “Administration for 
medical and hospital services, exclusive of hospital construction, 
general administration, medical research and education, was $589 
million, distributed as follows: 


Millions 

Mrmr fd), 208 es es ee SL Se ele. eek $416 
SEs tas IE INU ig. iss os Go ois cb wet nin cae daees abet. Sa 
I nn Rk ue 17 
I es ek in a meine 2 et 
Se 2S ole eine ba pace cas wm colmommieann oe : 3 
PN teres es tre 3 0s to ee i a a, Bee re tee 589 


As of June 30, 1950, the veteran population in the country numbered 
19,076,000 persons. 


(d) Office of Indian A ffairs 


Under the Department of the Interior, the Office of Indian Affairs 
has a Medical Division for the administration of medical care and public 
health among the Indian wards of the Government. Operation of 
hospitals and general improvement of health and sanitation on Indian 
reservations are the principal functions of this Division. 

Seven of the 61 hospitals of the Indian service were closed in whole 
or in part during 1949, reducing the number of beds available to the 
400,000 Indians on the reservations and in Alaska from 3,343 to 2,840. 
This curtailment was brought about partly because of personnel 
shortages, and partly because of the increasing change-over to utili- 
zation of other hospitals, particularly for the care of tuberculous 
patients. Nongovernmental hospitals, private physicians, and dentists 
are contracted for wherever governmental facilities are not readily 
available. 

The number of hospital admissions was 49,000 persons, and the 
cost of services in the States and Alaska was $8.8 million. 

(e) Summary 

As developed in the foregoing, some 1.4 million persons for whom 
the Federal Government assumes responsibility, were given bed care 
in 1949; * 3.4 received out-patient services, and 2.8 received dental and 
medical examinations.* The total cost of all operations was $627.5 
million,’ which does not include the Armed Forces expenditures and 
cost of in-patient dispensary care by the Public Health Service. 


2. STATE HOSPITALS AND INSTITUTIONS 


The financing and operation of State hospitals and institutions is a 
major responsibility of State Governments. Most States provide 
hospitals for the treatment of long-term illnesses, such as mental 
disease and tuberculosis, and institutions for the mentally defective. 
In some States university hospitals, which are usually general and 
teaching hospitals, are financed by the State, and in a few States 
special hospitals for the treatment of cancer, crippled children, etc., 
are State owned and operated. It is by no means the rule that all 

3 Patients in St. Elizabeths and Freedmen’s Hospitals and prisoners not included. 


4 Figures for out-patient services, dental and medical examinations, do not include such services for prisone 
ers and Indians, and do not include quarantine and immigration inspection services, 
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States maintain such hospitals; there are some that pay subsidies to 
county and other hospitals instead. In some States the only State 
responsibility is investigating, examining, and making reports on 
county or local hospitals. 

Where State hospitals and institutions exist, the responsibility for 
their operation may rest with the health department, the welfare 
department, a special department of institutions, or a hospital board. 
Occasionally State hospitals are operated independently of any gov- 
ernmental body. Hospitalization of the tuberculous and crippled 
children is usually a health-department function, but in a number of 
States these functions fall to the State agency which operates the 
mental hospitals. State health departments and State university 
hospitals have assumed leadership in providing care for cancer 
patients in those States where an organized program for cancer treat- 
ment exists. Only about one-half of the States have such a program. 

Eligibility for admission is usually by examination and diagnosis 
indicating the need for special hospital care. 

Since a patient’s stay in a State tuberculosis or mental hospital is 
usually a lengthy one, the cost tends to go beyond the means of the 
individual or the family, and care is received largely at public expense 
but where a patient is able to pay, he may be required to pay all or a 
part of his hospital expense. In the majority of States, fees are not 
collected from patients in mental hospitals. State-financed hospital- 
ization for cancer most often is limited to indigent patients. 

States operated 573 hospitals in 1949, with a bed capacity of over 
656,600 beds, to which were admitted some 791,600 patients during 
the year. About 60 percent of beds provided by the States were for 
nervous and mental patients. 

Expenditures by States for their hospitals and institutions were 
reported to be $581 million. This figure covers expenditures for 
maintenance and operation of general and special hospitals (inelud- 
ing hospitals for epileptics and crippled children and institutions for 
the blind, deaf id mute, and the feebleminded) and payments to 
privately ‘maintained institutions for the support of hospitals or for 
hospitalization of patients. This does not include expenditures for 
apital outlay or construction, which amounted to $124 million, and 
excludes aid to local governments of $27 million. 


3. COUNTY AND CITY HOSPITALS 


When it comes to general hospital care for needy persons, the 
county and city general hospitals play the important role. These 
hospitals are supported mainly from tax funds raised by the counties 
or municipalities and are supple mented at times by State funds. 
Sometimes they are a joint city and county responsibility. 

Counties and cities provided over 186,000 beds in about 1,000 
hospitals throughout the county in 1949, of which 54 percent were in 
general hospitals, 20 percent in tuberculosis, 15 percent in nervous and 
mental hospitals, and the balance in other special hospitals and 
institutions. Counties and cities combined operated a larger number 
of tuberculosis hospital beds than were provided in State-owned 
hospitals for tuberculosis patients. The number of mental hospitals 
financed and operated by counties and cities was very small compared 


5 Bureau of Census, Compendium of State Government Finances for 1949. 
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with State-financed institutions—about 4.7 percent of State mental 
beds. 

General expenditures by cities of 25,000 population and over for the 
operation and maintenance of hospitals were reported for 1949 to be 
$222 mullion.® These expenditures were for general and _ special 
hospitals and payments to privately maintained facilities for the care 
of patients. Where readily separable from public welfare, the cost of 
hospitalization of needy persons in connection with public assistance 
programs is included. Capital outlay and construction costs are not 
included. 

Based on the relative changes in expenditures for State hospitals 
and hospitals in large cities, it may be estimated that expenditures in 
the smaller cities amounted to about $40 million, bringing the hospital 
expenditures for all cities to about $262 million. 

No figures were available on county government spending for 
hospitals. An estimate of $250 million was considered to be con- 
servative, 


4. SUMMARY OF GOVERNMENT HOSPITALS AND MEDICAL CARE PROVIDED 
TO SPECIAL GROUPS 


As developed in this study, over $1.7 billion of tax funds were 
spent by Federal, State, county, and city governments for hospital 
care, to render in-patient services to 1,164,000 persons’ and out- 
patient services to an unknown number of persons for whom govern- 
ment has assumed responsibility to provide care, as follows: 

Millions 


Federal Government $628 
State governments_ - 581 
County governments _ _ oy 262 
City governments- -- -- = i : e 250 

Total__- a s as : oe 1, 721 


No expenditures for hospital construction or capital outlay are 
included in these figures, nor are expenditures by the Armed Forces, 
and for St. Ehzabeths and Freedmen’s Hospitals. 


B. Grants-1n-Aip PROGRAMS 


Grants-in-aid for health activities were first established as early as 
1918 and 1921, for venereal-disease control under the Chamberlain- 
Kahn Act, and for maternal and child-health services under the 
Sheppard-Towner Act. Both of these programs were discontinued 
for a while but became reestablished in the 1930’s—the maternal and 
child health program by passage in 1935 of the Social Security Act, 
and the venereal-disease program by amendments to the Chamberlain- 
Kahn Act in 1938. The 1935 act also established new grant pro- 
grams in the health field, for crippled children, and for public welfare, 
and in 1943, following the passage of amendments to the Vocational 
Rehabilitation Act, the present program of vocational rehabilitation 
was instituted. 

Federal grants-in-aid are money payments made by the National 
Government to the States, usually on a matching basis, to defray part 


6 Bureau of Census. Compendium of City Government Finances for 1949. 
7 AMA figure for admissions, table ILI. 


a 
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of the cost of specific activities. Such grants are subje ct to Federal 
conditions and program requirements. Grant payments generally 
are made in periodic lump sums to State treasuries, where they are 
held in custody and disbursed through the fiscal machinery of the 
State upon the order of the State agency administering the program. 

The Federal Government makes grants-in-aid funds available for 
health services mainly through three constituent units of the Federal 
Security Agency: (1) The Public Health Service, which is the principal 
Federal health agency; (2) the Social Security Administration, through 


, 


its Children’s Bureau; and (3) the Office of Vocational Rehabilitation. 

The Bureau of Publie Assistance, also a Federal Security Agency 
unit, and the Veterans’ Administration, provide grant funds from 
which a considerable portion is expended for health and medical 
services as an integral part of their broader programs. The Veterans’ 
Administration program was presented in the foregoing section; dis- 
cussion of the public-assistance program will be included in this 
section. 


1. PUBLIC HEALTH SERVICE GRANTS 


General and categorical health grants 

There are two types of grants-in-aid for health activities provided 
by the Public Health Service to the States and localities: 

(a) Grants for general health to aid States, counties, health dis- 
tricts, and other political subdivisions of the State in establishing and 
maintaining adequate health services. The grants are made to State 
health departments to supplement State and local appropriations for 
basic health services. These funds are used for public health nursing, 
laboratory services, communicable-disease control, vital statistics, 
health education, nutrition service, dental services, environmental 
sanitation, technical assistance through consultation and demonstra- 
tion, personnel training for State and local health work. 

(6) Grants for selected purposes, known as categorical grants to aid 
programs for the prevention, control, and treatment of tuberculosis, 
venereal disease, cancer, heart disease, and mental health. Categori- 
cal programs provide for financial assistance in case-finding, diagnosis, 
and epidemiological follow-up; clinic out-patient care for tubercu- 
losis, venereal disease, and mental health; in-patient care for venereal 
disease, and limited in-patient care for cancer patients; training of 
personnel for State and local health work in the designated category; 
education of the public; demonstration of new and improved tech- 
niques and procedures; assistance to public and private agencies in 
planning, developing, and maintaining services, coordination of re- 
search and other activities. 

Administration.—Responsibility for the administration of the gen- 
eral health and categorical grant-in-aid programs is at the State level 
and supervision usually rests with the health department. All State 
health departments utilize Federal grants for general health, tubercu- 
losis, and venereal disease and most of them take responsibility also 
for the official heart, cancer, and dental § programs. The exception 
is the mental-health program. In 18 States a mental-health au- 
thority other than the health department is the administering agency 
for the program eligible for Federal aid. 

8 There are no categorical grants for dental services specifically. Dental services constitute one of the 
purposes for which general health, maternal and child health, and cancer funds may be used. 


84405—51—pt. 34 
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Services under the grant programs may be provided directly by the 
State agency, or they may be the function of the local health units, 
other agencies or organizations, with the State agency giving financial 
aid, contributing services, or lending personnel and equipment. 

Coordination of the grant-in-aid programs at the national level is 
carried out by the Public Health Service and contact with the State 
administering agencies is maintained through its 10 regional offices. 

Participation in grant programs is predicated on plans and pro- 
grams submitted by State authorities and approved by the Surgeon 
General. 

Apportionment of funds is determined by the Surgeon General and 
is made on the basis of population, special health problems, and the 
financial need of the State. State and local governments are required 
to contribute at least $1 for every $2 of Federal money for each grant- 
in-aid program. Prior to fiscal year 1951, the tuberculosis program 
required that one State or local dollar be expended for each Federal 
tuberculosis dollar received. Both apportionment and matching re- 
quirements are by administrative regulation rather than by statutory 
formula. 

State and local expenditures for public health functions are far in 
excess of Federal grants. 

Services—volume, method of providing services, eligibility, and 
finances.—A wide variety of services are provided by State and local 
health departments. These may. be grouped as immunizations, 
laboratory, X-ray and clinical diagnostic services, clinical and in- 
patient treatment of various kinds, medical and dental corrective 
services for school children; hor ne, clinic and bedside nursing, psychi- 
atric and psychological services, administrative supervision of hos- 
pitals providing care for the several special programs, nutrition serv- 
ices, health education and medical social services. To a varying 
degree, State health departments, through the use of grant funds, 
either provide such services directly or financially support the services 
operated by local health units. 

Data on volume of services rendered was not available; however, 
some indication of the activity of State agencies in designated types 
of service may be obtained by frequency of participation in services 
as enumerated in table IV. 

Where State agencies report participation, it does not necessarily 
mean that the activity is present throughout the whole of the State— 
one county or several counties only may be receiving the service. 
This is in sharp contrast to the State-wide coverage required for the 
public assistance grants-in-aid programs. 

Some services under the grant programs are rendered by salaried 
personnel but certain profes: sional services, care in nursing homes and 
hospitalization are purchased or contracted where these are used. 
The methods and rates of payment vary with the services and from 
one locality to another, depending upon availability of personnel and 
funds. 

In general, there are no eligibility limitations where the services 
are of a purely diagnostic and preventive nature as in mass fluoroscopy 
for tuberculosis, in dental examination and topical fluoride applica- 
tion of school children, and in diagnostic mental hygiene and child 
guidance services. For diagnoses requiring more involved services 
and where treatment or hospitalization is needed, the requirements 
for eligibility become more specific, and services most generally are 
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restricted to those who are unable to pay for them out of their own 
resources. There is great variability in financial and other eligibility 
requirements from State to State and within States, as well as between 
programs. 


Tasve [V.—Participation in designated health activities, by State agencies admin- 
ustering grant-in-aid programs during fiscal year 1948 and planned partic pation 
for fiscal year 1949 


{Arranged in order of frequency of performanc 





Number of States Number of States 
participating participating 
Activity Activity 
1949 1949 
1948 (plan 1948 plan- 
ned) ned) 
Public health education. .__. 53 i3 || Training 2 52 
Tuberculosis control fous 53 53 Local health administration - - 2 52 
Industrial hygiene idee oked 53 53 || Cancer services 1 52 
Laboratory services asia 53 3 School health services ia 1 51 
Public health nursing- ee 53 53 Rodent control, garbage collec- 
Sanitation of sewerage systems..--| 53 53 tion and disposal, and miscel- 
Sanitation of water supplies- -- 53 53 laneous insect control 51 1 
Health services for infants and | Vital records 51 51 
preschool children- __........-- 53 53 Dental services 50) 52 
Venereal disease control. -_.._- 53 53 Nutrition. 50 1 
General communicable disease Milk sanitation 19 19 
control s ‘ 53 53 Mental hygiene 16 51 
Maternity health services -- 53 53 Housing sanitation and plumb- 
Sanitation of hotels, camps, and ing control { 42 
bathing places...........-....- | 53 53 Malaria and mosquito control 39 
Personnel administration-- -__--- 53 52 || Hospital survey and planning. 50 
Accounting and financing. .-_- 53 52 Crippled children’s services } 30 
Sanitation of food establish- Shellfish sanitation 24 24 
ments... .- asco eee 52 52 General medical care s 7 


Source: Campbell, Josephine; Greve, Clifford H. Variations in State Public Health Programs. Report 
of State Health Programs 1949. Federal Security Agency, Public Health Service. June 1950 


Federal payments to States in 1949 for health activities under the 
grant-in-aid programs amounted to $36 million, in which were included 
$11.2 million for general health; $13.1 million for venereal-disease 
control, rapid-treatment centers, and case-finding; $6.8 million for 
tuberculosis control; $2.9 million for mental health; and $2.3 million 
for cancer control.° 
Research and training grants 

Another contribution to health, although not a direct service, is 
made by the Public Health Service through several types of grants 
to further research teaching and training. 

In 1949 $16.4 million of Federal money was made available for 
these purposes; $11 million in grants to institutions for medical 
research; $3.2 million in grants to institutions for the training of 
research workers. Fellowship awards for postgraduate training and 
research, and awards to physicians for traineeships in specialities were 
made, amounting to $2.2 million. Contract authority for an addi- 
tional $8 million in grants to institutions for the construction of 
research facilities was given in 1949 for liquidation in 1950-52. 


Hospital planning and construction grants 

A review of grants-in-aid would not be complete without mention 
of the hospital planning and construction program. Although not a 
health activity, the development of new facilities and replacement of 


® Annual Report of Federal Security Agency, 1949, Public Health Service, U. 8. Government Printing 
Office, Washington, D. C. 
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old on a coordinated and regional planning basis and in accordance 
with prescribed standards will have an important influence on the 
medical care available to the people, particularly in rural and eco- 
nomically depressed areas. 

The Hospital Survey and Construction Act of 1946, known as the 
Hill-Burton Act, placed with the Public Health Service the responsi- 
bility for assisting States to inventory existing governmental and non- 
governmental hospitals, to survey their hospital and health-center 
needs, and to draw up a master plan for adequate hospital, clinic, 
and similar services. Upon approval of such plans, the Public Health 
Service was authorized to give aid to the States to further their con- 
struction programs. 

The initial act authorized a total of $375 million of Federal funds 
for a 5-year period for non-Federal, public, and private nonprofit 
hospitals and health facilities. 

A single $3- million appropriation to cover survey and planning 
grants to States was authorized by the act, of which $1.8 million has 
been appropriated. In 1948 and 1949 appropriations of $75 million 
were made to provide payments to the States to help meet the cost 
of hospital construction. Actual payments made for the fiscal year 
1949 were $191,000 for survey and planning, and $10,388,000 for 
construction under this program. 

In 1949, by amendment to the basic law, the program was extended 
to 1955 and the annual amount increased to $150 million, which sum 
was appropriated for that year. In 1951, however, only $85 million 
of the authorized amount was appropriated and made available to 
the program. 

The proportion of participation was also changed by the 1950 
amendments from a flat one-third by the Federal Government on all 
projects in all States to a fluctuating percentage varying between 
one-third and two-thirds of the cost, depending upon economic need 
and relative need for beds in the area. 

As of September 30, 1950, there were 300 hospital and related proj- 
ects completed and in operation under the program, 791 projects were 
under construction and 398 projects were in the preconstruction state. 
The total cost of these 1,489 projects presents over $1 billion, of which 
$380 million is the Federal share.” 


2. CHILDREN’S BUREAU GRANTS 


Grants-in-aid to States for specific services are allotted and ad- 
ministered by the Children’s Bureau as follows: 

(a) Maternal and child health services to assist States in extending and 
improving health services to mothers and children, especially in the 
rural and economically distressed areas. Through these grants support 
is given to pre- and post-natal clinics, well-child conferences, physician, 
dentist, and nutritionist services at clinics and conferences, and public- 
health nursing service for health supervision of mothers and children. 

(b) Crippled children services include locating crippled children and 
providing diagnostic and hospital facilities, medical, surgical, and 
corrective services, and after-care to crippled children and to those 
suffering from conditions that lead to crippling. 


1° The National Hospital Survey and Construction Program. Cronin, John W., Director, Hospital 
Facilities, USPHS, Washington. Unpublished. 
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The Children’s Bureau has a third continuing program, that of 
administering grants to States for child-welfare services. Medical 
care is not provided by this program, except for a few children, most 
of them in foster care, for whom medical care is not available from 
other sources. 

The emergency maternity and infant care program (EMIC), 
instituted in 1943 and administered by the Children’s Bureau, termi- 
nated in 1949. This program, operated by the State health depart- 
ments under plans approved by the Children’s Bureau provided care 
to 1.5 million wives and infants of enlisted men at a total cost of 
$125 million for the 6 vears of its operation. 

Administration.— All the States receive grants for these programs. 
In all States the State health department administers maternal and 
child health services. Children’s Bureau regulations require that the 
division or bureau administering the maternal! and child health program 
be under the direction of a physician. In addition, obstetricians, 
pediatricians, psvchiatrists, psychologists, dentists, nutritionists, publie- 
health nurses, medical social workers, health educators, and other 
professional personnel are employed in this program. 

For the crippled children’s program the State agency varies. In 
32 States it is the health department, the welfare department is the 
administering agency in 10 States, and in the remaining it may be the 
department of education, the State university hospital, or a spectal 
commission. 

The programs are developed by the State agency, with the aid of 
professional advisers provided by the Children’s Bureau. 

Sums authorized to be appropriated annually to the Children’s 
Bureau programs were increased by 1950 amendments to $45 million 
for 1951, and thereafter to $16.5 million, as compared with $11 million 
in 1949 for maternal and child health. For crippled children they 
were increased to $12 million for 1951 and $15 million thereafter as 
against $7.5 in 1949. 

One-half of the annual appropriation for each program goes into 
fund A, which is matched dollar for dollar by the States, and the other 
half is allotted to fund B for which matebing is not required by statute. 

Fund A grants give equal consideration to all States through uni- 
form grants of $60,000 for each program, and equal consideration to 
each child to be served through apportionment of the remainder in 
proportion to the number of live births for the maternal and child 
health program, and the total number of children in cach State, for 
the crippled children’s program. 

Fund B grants vary according to the State’s need for services and 
its financial need for assistance in carrying out its approved plan, 
including special or developmental projects to extend or improve 
services. Fund B is admimstered in two parts as follows: Reserve 
fund B for each program provides grants for special projects of 
national or regional significance. Nonreserve B is distributed accord- 
ing to an apportionment formula, giving consideration to the relative 
financial resources as measured by per capita income, the number of 
live births or the total number of ehildren in each State, with extra 
weight given to births and numbers of children in rural areas. No 
State receives less than $25,000 for maternal and child health nor less 
than $20,000 for crippled children as a minimum grant from nonreserve 


fund B. 
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Services—Volume, method of providing services, eligibility and 
jinances.—The reports to the Children’s Bureau on services to mothers 
and children, under the maternal and child health program during the 
calendar year 1949, provided through local health units and supervised 
by the State health department, included the following: 


Women who attended prenatal medical clinies_____....._---------- 168, 000 
Preschool and school children who attended medical well-child con- 

Ne ee a a ae ke ak i eS hed 694, 000 
School children examined by phy Nd ee 2, 299, 000 
Preschool and school children inspected by dentists or dental hy- 

NT i hae eat ee tS lhe oe ws ere 2, 391, 000 
Immunizations: 

PIG he Wit eae quieuts ecatie lc cuties emeee mica ake 1, 562, 000 
ED candwihicn chew baiddee dthanbanwratmibewia aemnein 1, 598, 000 


Crippled children’s services were providea to approximately 
207,000 children during the same period. 

Materpal and child health programs are largely educational and 
preventive; they include such services as prenatal clinics, public 
health nursing service for mothers and children, health supervision 
of infants and children, immunizations, health examination and 
supervision of school children, dental health services, and the prepara- 
tion and distribution of educational literature. 

Services to crippled children are usually quite comprehensive and 
include diagnosis, medical care, hospitalization, social service, nurse 
follow-up, physical and occupational therapy, orthodontia and other 
dental care, speech training, appliances, convalescent or foster home 
care, and transportation services. Diagnostic services are available 
in all States to all children without charge and without restriction 
as to economic status or legal residence, and without referral by 
physician or agency. Medical care or treatment services are usually 
restricted under State-program policies to children whose families 
cannot pay for the care either in whole or in part. Careful selection 
of cases is made to assure maximum benefit from the available funds. 
State agencies reported in 1949 that they knew of 30,000 children 
needing care for the purchase of which no funds were available. 

Federal grants for the maternal and child health programs for the 
fiscal year 1949 were reported by the Children’s Bureau to be $11.9 
million, and for the crippled children’s program $8.3 million. 


8. VOCATIONAL REHABILITATION GRANTS 


Under a Federal-State partnership program, vocational rehabilita- 
tion services are provided to physically and mentally disabled persons. 
The Office of Vocational Rehabilitation in 1943 was made responsible 
for the administration of this State-Federal system, whose policy it is 
to preserve, restore, and develop the fullest possible working ability 
of the disabled, supplying the training, counseling, guidance, medical 
services, tools, equipment, and artificial appliances that will help the 
impaired person to select and attain suitable remunerative occupation. 

Federal reimbursement for medical services is available under 
certain conditions only. The terms of the law rule out acute and 
chronic conditions for which medical treatment offers little or no hope 
of substantial rehabilitation within a reasonable period of time, and 
reimbursement for hospitalization may not exceed 90 days. 

Administration.—The law requires that the State board of vocational 
education be designated as the sole agency for the administration, 
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supervision, and control of the State plan, but it provides that admin- 
istration of rehabilitation services to the blind be by a separate agency 
serving the blind, if one is so authorized by State law. In 35 States 
separate agencies provide rehabilitation services to blind, and all 
States have an approved general vocational rehabilitation plan in 
operation except Alaska, where lack of Territorial funds has delayed 
getting the approved plan into active operation. 

Annual authorization for Federal vocational-rehabilitation services, 
provided through the Office of Vocational Rehabilitation, has been 
unlimited since 1943. There is no apportionment formula by statute. 
The Federal Government pays the entire cost of State administration 
expense, vocational-guidance and placement services. It reimburses 
one-half of the State expenditure for rehabilitation services, including 
medical examinations and treatment for all except war-disabled 
civilians, for whom the law specifically makes provision and for whom 
the Federal Government pays the total cost of services. 

Services— V olume, method of providing service eligibility, and finances. 
Rehabilitation services and medical care are provided from existing 
facilities; no attempt is made to equip any one agency to provide the 
many and varied services needed. Hospitalization is provided in 
governmental and nongovernmental facilities, depending upon the 
limitations of the State law; medical services usually are provided by a 
panel of pltysicians paid on a fee-for-service basis. The rehabilitant 
is free to choose a physician within the panel limitation. 

The services provided include medical and psychiatric diagnostic 
examinations; medical, psychiatric, surgical and dental treatment; 
hospitalization and convalescent care, artificial limbs, braces, hearing 
aids, glasses; surgical appliances and repairs; physical and occupa- 
tional therapy; transportation and maintenance during physical 
restoration. 

Eligibility is determined on the basis of competent medical and 
vocational diagnosis, including a general medical examination 
Residency may be a requirement. Economic need must be estab- 
lished for certain types of services, including all physical restoration 
services. Nearly all of the vocational rehabilitation clients are 
members of low-income families; about 77 percent of persons rehabili- 
tated in 1948 were unemployed at the start of rehabilitation. 

Expenditures from Federal and State funds for medical services 
purchased for clients in 1949, as shown in table VI, amounted to $6.5 
million, representing about 40 percent of the total case services. The 
total number of clients shown is not an unduplicated count; several 
of the services may have been received by a single rehabilitant. 


TaBLE V.— Vocational rehallitation: Federal and State expenditures, and clients 
service by medical services, 1949 

Exp tit Number of 

Examinations: Medical and psychological . -.........----- : $1, 043, 812 108, 392 

peneery ana treatment... -...........2.....5.... , 1, 717, 472 19, 559 

Prosthetic appliances... -...........-.---....-..- 1, 925, 540 18, 26: 

Hospital and convalescent care ......-..-..-.- 1, 832, 494 13, 031 


Total, medical services 
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In 1949, 58,000 persons were rehabilitated under the joint Federal- 
State program. Estimates are that there are over 1.5 million persons 
in the United States at present who could become self-supporting if 
rehabilitation services could be made available to them, and that 
250,000 persons become disabled each year through disease, accidents, 
or congenital impairments who could be benefited by some form of 
rehabilitation. 


4. PUBLIC ASSISTANCE GRANTS 


Under the Social Security Act of 1935, the Federal Government 
makes available, through the Bureau of Public Assistance of the 
Federal Security Agency, grant-in-aid funds to States and local 
governments for assistance payments to specific categories of needy 
persons—the aged, blind, and dependent children '—by means of 
which a certain measure of medical care is provided to these persons. 

The amount of payment made to these individuals is determined in 
most States on the basis of budgeted needs, and is intended to aid in 
covering the cost primarily of living essentials—food, shelter, and 
clothing. In 39 States the cost of medical care may also be one of 
the budgeted items. 

The Federal share of participation in assistance payments is based 
on a percentage formula of the State and local payments in each 
category of assistance, with a ceiling beyond which no further match- 
ing from Federal funds is permitted. For the aged and the blind, 
and now also for the disabled,” this maximum is $50. For dependent 
children the maximum is $27 for one child in the family and $18 for 
each additional child. This makes possible the inclusion of only 
small amounts for the payment of medical costs, particularly to de- 
pendent children, where the maximums are very low. 

In some States, where State and local funds available for public 
assistance are inadequate to meet even the basic maintenance needs, 
frequently no allowances for medical care are made. On the other 
hand, many States by the use of more of their own funds have been 
able to establish maximums beyond the Federal matching ceiling, or 
have removed maximums altogether. Others make exceptions to 
the maximums specifically for the payment of medical needs, hospital 
bills, nursing or convalescent home care. In these States the excess 
amounts are met from general relief funds or from special funds of the 
State or locality. 

For the fiscal vear 1949, the Federal Government’s share in assist- 
ance payments, including the cost of administration, amounted to 
$928 million.” 

The total spent by local, State, and Federal Governments for assist- 
ance payments to the three categories in 1949 was $2.1 billion. An 
additional $299 million of State and local funds was expended by 
assistance agencies for general assistance, i. e., for persons outside the 
categories for which Federal financing is not provided." 


Now also, by the 1950 amendments to the Social Security Act, to totally and permanently disabled 
persons, 


12 By amendment to the Social Security Act in 1950. 
Federal grants to States and local governments 1948-49. Social Security Bull., June 1950, vol. 13, No. 6 
‘ Excludes programs administered without Federal participation in States administering such programs 
concurrently with programs under the Social Security Act. Current Operating Statistics, table 16. Public 
Assistance in the United States. Social Security Bull., June 1950, vol. 13, No. 6 
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Proportionately 10 percent of these funds were supplied by local 
government, the balance came about equally from State and Federal 
Governments." 

It is estimated that agencies administering public-assistance funds 
may have spent as much as $125 million during the vear to supply 
medical services to the 6 million nee “ly individuals receiving assistance 

Over 4.5 million persons were on the rolls of public-assistance agen- 
cies as of June 1949, including both the federally aided categories and 
those on general relief, as follows: 


Aged 9 625. 594 
Dependent children (in 536,758 families 1, 365, 813 
Blind &9. 301 
General relief 161, 000 


Over half—almost 58 percent—of the persons whose needs are met 
in whole or in part through assistance funds from public welfare 
agencies are aged individuals who require a large amount of medical 
care and supervision. 

Administration.—Federally aided public-assistance programs have 
several basic features in common: There must be an approved plan of 
assistance for the several categories; the plan must be in effect through- 
out the State in all its political subdivisions; administration must be 
through a single agency of Government; prior to the 1950 amendments, 
assistance was required to be in the form of money payments to the 
individual and not as direct payments to the providers of service; 
Federal funds are channeled through the State treasury; administrative 
expenses are shared half and half by the State and Federal Govern- 
ments, an additional Federal grant being provided for this purpose 

All States, including the District of Columbia, Alaska, and Hawaii, 
have approved plans and received Federal assistance for old-age pay- 
ments; only Nevada does not receive Federal assistance for dependent 
children; Missouri, Nevada, Pennsylvania, and Alaska do not receive 
Federal aid to the blind. 

The administering agency for the public-assistance programs is 
usually the same agency which administers the State or local general 
relief program. The law requires that only such welfare agencies as 
are State-administered or State-supervised may receive Federal grant- 
in-aid funds for public assistance. 

With few exceptions, medical assistance in most States and localities 
is administered as an integral part of the assistance program. 

Policies, standards, and procedures, basic cost and fee schedules, 
and determination of the types of medical services for which payment 
will be made are formulated by the State administering agency, gen- 
erally with the aid of advisory committees or in consultation with the 
individuals or agencies providing the services. These procedures, etc., 
are usually developed in manual form for the guidance of the county or 
local unit director or agent responsible for the execution of the medical 
aspects of the program. 

There is a great variation in the extent to which State agencies give 
assistance to the medical program within the State. Most States have 
no special personnel at the State level for supervision or for rendering 
guidance to the county and local units in medical-care matters. At 


18 Source of Funds Expended for Public Assistance Payments, table 2. Div n Statistics and Ar 
sis, Bureau of Public Assistance. October 16, 1950 
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the other extreme are a few States which employ a full-time physician 
as director and aid the program by the use of medical-social workers 
as consultants. 

Services—Volume, method of providing services, eligibility.—The vol- 
ume and type of services provided to public-assistanc e recipients vary 
widely from State to State, ranging from limited physician or nursing 
services and drugs only or care in cases of acute illness or emergenc 
only in localities where financial resources are extremely limited to full 
and comprehensive care on a w ell-organized State-w ide basis, includ- 
ing physician, dental, and nursing services, hospitalization, drugs, 
prosthetic appliances, Jaborator Vv and X-ray services. 

Where the cost of medical services is small, in the States which 
include budgeting for medical services, this cost has usually been in- 
cluded in the regular monthly assistance payment, to the individual 
and thus qualifies for Federal matching. Where these costs exceed 
the Federal ceiling for matching, it is the practice to make payment 
direct to the vendor on behalf of the assistance recipient rather than to 
the individual. In practically all States where a relatively wide range 
of services is proviced, a part of the cost is paid directly to suppliers 
of the services. Most States meet the cost of hospitalization through 
direct payments to the hospital, while the cost of physician services 
and drugs, or other relatively small bills are met through the money 
payment to the individual. 

In States that do not meet medical costs through money payments to 
the recipients, services are provided either through another agency 
or direct payment to the vendor is made. 

In the District of Columbia and Maryland, for instance, medical 
services for the special categories and for other needy persons are 
provided through programs administered by the health department. 
In Pennsylvania, Washington, West Virginia, and Wyoming all pay- 
ments for medical services are made directly to physicians, hospitals, 
and other suppliers of service. In Kentucky, Idaho, Maine, and 
Mississippi the cost of some care may be met through vendor pay- 
ments from general assistance funds, although these are thought to 
be very limited. In Maine some hospital costs are met under a State 
“hospital aid” program. In Colorado recipients may pay small medi- 
cal bills from their assistance payments or other income, but rely on 
general assistance funds or public hospitals to supply expensive types of 
care. 

The most recent comprehensive information on the operation of 
assistance programs in the separate States is published in a series 
of 20 State reports: Public Assistance Report No. 16, Part I, Medical 
Care in Public Assistance, 1946. According to the States reporting, 
maximum use is made of the diagnostic and treatment services pro- 
vided by State and local health departments. In the larger urban 
areas, public and nongovernmental hospitals and clinics provided 
some types of services without cost to public assistance recipients. 
In States where hospitalization was provided, nongovernmental as 
well as governmental hospitals were used by most States. However, 
some others use only public hospital facilities as a general practice. 
Physician and dentist services ouside the hospital were mostly provided 
by private physicians and the recipient had free choice among those 
who participated in the program: some States provided physician 
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and dentist services in clinics; only 1 of the 20 States employed doctors 
on a salary basis; a few loc alities used salaried and county physicians. 

A majority of 20 States reported that they provided drugs, prosthetic 
appliances, nursing home care, services of nonmedical practitioners, 
medical and surgical supplies. Transportation and eyeglasses were 
reported by 5 of the 20 States; special diets, laboratory tests, X-rays, 
dentures, orthodontia, oral surgery, hearing aids, midwife, and ob- 
stetrical services and massage were mentioned as being provided by 
one or two of the reporting States. 

Eligibility for medical care in most of the 20 States was not restricted 
to the recipient of public assistance alone; the spouse or other person 
attending the aged or blind, and the adult caring for the dependent 
child came in for medical consideration as well. Persons rece iving 
general relief also were eligible for medical assistance, as also were 
persons otherwise se If-supporti ing who needed aid in meeting the cost 
of hospitalization and medical care only. 

1950 amendments 

Several changes and extensions to public-assistance programs were 
authorized by the 1950 Amendments to the Social Security Act: 

(1 ) Federal grants-in-aid are how available to the States and locali- 
ties for aiding with assistance payments to totally and permanently 
disabled needy persons on the same matching basis and with the same 
maximum as for the aged and blind. 

(2) Federal aid has been extended to Puerto Rico and the Virgin 
Is we to give aid to needy aged, blind, disabled, and dependent chil- 
dren, but under a different matching formula than applies to the 
States. The Federal share is limited to one-half of amounts expended 
up to a Maximum payment of $30 per month for the aged, blind, and 
disabled, and one-half of individual maximums of $18 for the first 
child and $12 for each additional child in the family in aid to dependent 
— 

) The Federal Government may now share in the cost of assistance 
to ae aged, blind, and disabled patients in public medical institu- 
tions. Previously Federal participation was available for assistance 
to those aged and blind who were in private institutions, and States 
met payments to recipients in public medical institutions from State 
and/or local funds. 

(4) The term “assistance payments” was redefined to include direct 
payment to vendors for medical care. Assistance agencies will hence- 
forth have the choice under the Federally aided programs of including 
medical costs in the monthly assistance payments to recipients; they 
may make direct payment to the vendor or they may utilize prepay- 
ment or capitation methods of paying for medical services, and be 
able to include them for matching purposes within the maximums on 
individual payments in which the Federal Government participates. 

There are other important grant-in-aid programs indirectly affecting 
health, such as the Federal bousing program and the national se :hool- 
lunch program—the latter administered by the Department of Agri- 
culture, and operated through State education agencies. This pro- 
gram served about 7 million children—or one-quarter of the school 
population in 1949 at a cost to the Federal Government of $83 million. 
These programs make important contributions to health, but they 
are not generally regarded as health programs and are not included 
in this report. 
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5. SUMMARY OF GRANTS-IN-AID PROGRAMS 


The total number of persons receiving health services under the 
grant-in-aid programs described cannot be given. Nationally ac- 
cumulated data on number of persons served “by the Public Health 
Service program, and those receiving medical services under public- 
assistance programs, were lacking. Figures given for maternal and 
child health services and vocational rehabilitation were not undupli- 
cated counts. Several services may have been received by a single 
individual. 

Only fragmentary statistics were available on health expenditures 
of local governments. Data on State expenditures from several 
sources differed quite widely, and would have required considerable 
time for reconciliation. 

For the purpose of reflecting the proportionate share of each 
government’s spending, however, State and local 1949-50 appropria- 
tion figures for health, compiled by the Public Health Service '° from 
reports of Stat health departments and other official State agencies, 
are used here. This amounted to $180 million appropriated by 
State governments and $123 million appropriated by local govern- 
ments, as against $87 million paid in grants by the Federal Govern- 
ment, States, and localities. This figure is incomlete, since it does 
not include the Federal share of the $125 million estimated as spent by 
assistance agencies for medical care under the public-assistance 
program. 

C. SuMMARY OF SELECTED HEALTH SERVICES 


Public hospitals serve about one-quarter of all persons hospitalized 
in the Nation and, by payment to nongovernmental institutions, 
government provides hospital care for additional numbers of persons 
for whom it has assumed medical-care responsibility. Government 
particularly provides for the hospitalization of long-term illnesses 
mental diseases and tuberculosis. 

Through the grant-in-aid programs, government stimulates and 
provides better organization and functioning of health services, with 
an increasing trend toward individual health conservation. Recent 
years have seen a growth in scope of health activities, expanding from 
traditional concepts of communicable disease and environmental health 
control to emphasis on programs for the prevention and treatment 
of cancer, heart disease, mental and rehabilitative conditions. 

The impression must not be gained that because these grant-in-aid 
programs are discussed quite fully, that they constitute the total or 
the most important of government’s activities in the field of health. 

Funds greatly in excess of matching requirements for the federally 
aided programs are spent by most States. Participation in Federal 
grants is entirely voluntary with the State. Some States elect not to 
avail themselves of such funds at all and some may be unable to raise 
the necessary matching funds or fail otherwise to qualify for participa- 
tion. 

Medical care and hospitalization for general illness is not provided 
to the general public in any State. Full medical and hospital care 





16 Warner, Estella Ford, and Flook, Evelyn. Résumé of P 9 lic Health Service Grant-in-aid Programs 
Providing Medical Services. Public Health Reports, vol. 66, No. 6, February 9, 1951. 

17 Includes approximately $6.5 million of State funds budgeted for State sanit: ition activities, which are not 
directly related to medical care. 
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are provided only to special groups, such as the armed services, vet- 
erans with service-connected disabilities, merchant marine and coast 
guard, and the Indians. 

Medical care of needy persons in most localities is the responsibility 
of government, but the services vary greatly from locality to locality, 
ranging from fairly comprehensive programs of hospitalization and 
medical care to all needy persons to extremely limited services for 
designated relief groups only, as to the needy aged, blind, and depend- 
ent children. 

In general, the preventive and simple diagnostic or mass diagnostic 
services are available to all the people who will use them, but as 
services become more involved and treatment or hospitalization are 
needed, usually only those are eligible who cannot meet the 
themselves. 

A few States and localities have organized hospitalization plans for 
needy persons and several have hospital aid plans whereby tax funds 
are used to pay subsidies to hospitals accepting patients unable 
the regular fee. 

As to numbers of persons receiving health services, total figures are 
available only for persons hospitalized. Statistics for the grant-in- 
aid programs cannot be pulled together into a total. In some pro- 
grams no statistics at all were available while in others the figures 
given. were for numbers of services and do not reflect the number of 
persons served. Where numbers of persons were given, many diag- 
nostic procedures along with surgery and hospitalization may have 
been received by one person while another received but a single 
examination, vet each patient was given equal weight in the statistics. 

A recapitulation of government spending, as developed for the 
selected activities, however, may be attempted. It must be em- 
phasized that this is neither the whole picture nor a wholly accurate 
one. It can be used only as a rough indication of each government’s 
participation and must be regarded as a minimum rather than maxi- 
mum amount of public-supported health activities. 

It does not include, for instance, medical expenditures, health serv- 
ices, and research of the military and the Atomic Energy Commission; 
medical aid under workmen’s compensation, amounting to about 
$140 million annually, is not included, neither are expenditures for 
international health activities, medical services and research subordi- 
nate to the performance of other functions as in the case of the Civil 
Aeronautics Authority, the Food and Drug Administration, and the 
Department of Agriculture, nor the national school-lunch program 
administered by the latter and operated through the State educational 
agencies. It excludes professional education and training of nurses, 
physicians, and other medical personnel and expenditures in State- 
supported medical schools. 

It does include, in the activities of the categorical health and 
maternal and child health grant programs, the school health services 
in connection with public education.”® 

State local health appropriation figures, rather than expenditure 
figures, were used in the following summary, since me ini data were 


cost 


to pay 





i§ This program covers physical and dental examinations, school nurse care, physical and health eauva 
tion. No Federal funds are spent for this program, the Federal Ojfice of rE due iti icts only as a consult- 
ing agency by request. State and local programs, where they exist, vary widely in their methods and scope. 
Almost no statistical data or progress reports for the programs are available nationally since ther little 


centralized reporting, with neither funds, facilities, nor personnel therefor 
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unavailable for local government expenditures and expenditure data 
for States, available from several sources, were difficult to reconcile. 


Summary of local, State, and Federal Government spending for selected health 
activities, 1949 


Health (in 
millions) 


Hospitals (in 
millions) 


State governments $581 12 $180 
Local governments 511 23 
Federal Government, various agencies - 5 3 628 
Public health services: General health, categorical health services, 
research grants and hospital construction payments 463 
Children’s Bureau: Maternal and child health and crippled children i 20 
Vocational rehabilitation §3 
Total.._. cathe . ; as 1, 720 389 
Public assistance: Medical care, including hospitalization, Federal, State, 
and local expenditures il 25 
Total 1,720 514 
Total of hospital and health expenditures of local, State, and Federal 
Governments, as above $2234 


1 Appropriations, as compiled by the Public Health Service from reports of State health department and 
other olficial State agencies. 

2 Includes $6.5 million budgeted for State sanitation activities. 

Includes out-patient and medical care outside the hospital to special groups for which the Federal Gov- 

ernment provides services 

* Does not include $8.4 million contract authority for research facility construction. Includes actual pay- 
ment for hospital construction of $10.6 million, not the $75 million authorized for 1949. 

§’ Represents one-half of total $6.5 million expended by Federal Government and States for ‘medical 
aspects of rehabilitation. 


The only item in the above that can in any way be compared with 
private spending, is the $1.7 billion spent by government for hospitali- 
zation. Nongovernmental hospitals spent $1.5 billion, but they also 
received a portion of the $1.7 billion expended by government in pay- 
ment of services to persons for whom government pays the bill. 

The estimate of $125 million reported spent by assistance agencies 
from Federal, State, and local funds for medical care to needy persons 
can be taken to be a very conservative one. Reports received from 
34 States in response to questionnaires sent to State governors by the 
subcommittee in an attempt to collect data on medical services to 
indigent and medically indigent persons developed a total of $471 
million. This amount represents expenditures for physicians’ serv- 
ices, hospitalization, drugs, dental and nursing care. It is known, 
however, that this is not an unduplicated figure. It includes some of 
the expenditures already accounted for in the sections of this report 
covering government hospitals and grant-in-aid programs. ‘To offset 
this, however, is the fact that the data collected are by no means com- 
plete. Statistics from local governments were not available in many 
instances to the State agency making the report; some States could 
not submit any data at all, and from others the information was so 
inadequate as to render it useless. 

While the data collected would need a tremendous amount of follow- 
up and refinement to be acceptable for statistical purposes, it never- 
theless merits presentation in its present form since it indicates a 
volume of governmental expenditure for medical care which it has not 
been possible to obtain from other sources. 

We wish to thank the governors and State agencies for their courtesy 
in providing the information used in the preparation of this report. 
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INFORMATION RECEIVED FROM STATES ON MEDICAL-CARE SERVICES 
PROVIDED BY GOVERNMENT TO INDIGENT AND MEDICALLY INDIGENT 
PERSONS ?° 


Altogether 60 responses were received, several sometimes came from 
a single State, where responsibility was divided between health, wel- 
fare, or other agencies. No information was received from 15 States 
and from 10 others the material was too inadequate to be of use. The 
chief reason given for inability to submit data was the fact that medical 
assistance is provided on a local basis, which would require contacting 
all local units or governmental subdivisions. This was considered im- 
practicable and could not be accomplished within the time limit of the 
study. Several States, where county and local reports were available, 
stated that lack of uniformity in program and reporting rendered 
compilation of the data on a State-wide basis invalid. Others quite 
frankly attested to the inadequacy, incompleteness, or unreliability 
of their data. 

We quote here from a letter received from the medical-care com- 
mittee of the American Public Welfare Association, which explains 
the difficulties to be encountered in attempting to collect such infor- 
mation and which has been borne out by our own experience. 


It was the consensus of the members of our medical-care committ 


Lee, based on 
knowledge of medical-care programs in their own States and localities, that it 


would be a practical impossibility for the governors to furnish 


ur figures which 
would be, on the one hand, comprehensive and, on the other hand, und 
The probability of a high measure of duplication in any statistics on numbers 
of individuals receiving medical care in any one locality was of parti 


licated. 


ir CO rh 
to our committee since it might well give an unwarranted impression of the 
adequacy of available service. 

The difficulties of securing comprehensive figures for any particular State stem 
from the fact that in most States the granting of public medical care is vested 
in a large number of local jurisdictions which are not obliged to submit fina ul 
or statistical reports to any State agency. The number of these units, the vari- 


ation in their programs, and the varying adequacy of their records, would 
it virtually impossible for a governor or any State ager 
information from them. To cite one instance alone a member of the committee 
familiar with Illinois referred to the fact that public medi 
in that State is the responsibility of 1,455 local officials. 
The difficulty involved in securing an unduplicated count 
medical care in most States seems insurmountable. Not only ther 
to determine the number of persons receiving medical care 


ey to secure the desired 


ci care for Line eeayv 


grams (as, for example, in public hospitals and clinies and from welfare depart- 
ments) but many medical-care programs maintain their own records in terms of 
specific services rendered rather than in terms of individual Obviously ler 
such a system one individual might receive a number of services within a given 
reporting period. In other programs records are maintained by family groups 


t 
rather than by individuals, while in others a general lump sum payment is made 


to a medical society or individual rendering the service and detailed 
services rendered individuals are not available. For all of these reasons the 
committee was especially concerned about any figures which might be secured 
on numbers of people receiving tax-supported medical care 

The committee was also concerned about the difficulties inherent an effort to 
distinguish between medical care furnished assistance recipients and the group 
designated as ‘‘medically indigent Not only is there no common definit 
among the States and localities of ‘‘mediecal indigeney’’ but the 
assistance recipients and the ‘‘medically indigent’’ is an impossible one to draw. 
For example, a man over 65 living on his old-age-insurance benefit is not indige 
until he becomes sick at which time he might well be obliged to apply for old-age 
assistance in order to receive medical care. Sinee ill health is itself one of the 
principal causes of dependency today, and since every dependent persor 


records on 


oO! 
i 


line between 


sit 


needs 


ifSee exhibit A for copy of forms used. 
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medical care as well as the other basic essentials of life, it is a virtual impossibility 
to distinguish between so-called ‘‘medical indigency”’ and other types of depend- 
ence on public aid. Moreover those persohs who apply for assistance in order to 
meet medical needs are frequently apt to have to reapply several times during 
any year thus adding to the factor of duplication in any figures relating to ‘‘medical 
indigeney.”’ 

We realize the problem confronting the Senate committee in carrying out the 
charge given it by the Senate in Senate Resolution 273, but we felt we should put 
before you. the difficulties which would confront any State official in endeavoring 
to furnish the desired information. Should the committee decide to proceed with 
this inquiry to the States, we feel that the resulting figures should be interpreted 
with the utmost caution in view of the difficulties cited here. 

It was intended that information by questionnaire be obtained on 
two separate groups of needy persons: (a) The indigent, by whatever 
means they are assisted (whether by federally aided public assistance 
or by State-aided or purely local general relief), which provides them 
with food, shelter, clothing, medical care, and other necessities; and 
(b) the medically indigent, who are able to take care of their living 
essentials until illness occurs and then need assistance in meeting the 
cost of medical care. 

[t was apparent from the responses to our questionnaires that such a 
division was not always possible. However, a discussion of each group 
separately will be attempted. 

(a) Medical care for the indigent 

Twenty-seven States reported expenditures by State and local gov- 
ernment for specific types of medical services amounting to $116 
million in 1949.% The data, however, were not uniformly given. 
About one-fourth of the States clearly indicated that reporting was 
for the federally aided public-assistance recipients only, while several 
States did not make clear whether their data were also limited to these, 
or whether general-relief recipients were included, as was intended. 

Amounts reported to have been spent for specific services were as 
follows: Physicians’ services, $41 million; hospitalization, $35 million; 
drugs, $10 million; dental care, $3 million; nursing, convalescent-home 
care, $24 million; other services, $3 million. 

Frequently expenditures could not be separated for each type of 
service. Expenditures for dental care, drugs, and medical supplies 
in such cases were included under “Physicians’ services.”” Some States 
indicated that information did not include sums expended for county 
physicians, operation of county hospitals, hospital contracts, nursing, 
and convalescent-home care. 

Other services included appliances, ambulance service, transporta- 
tion, refractions, glasses, and X-rays. 

The number of persons reported as having received the medical and 
hospital care represented by the $116 million cannot be used as most 
States were unable to give unduplicated figures and several could give 
no figures at all. 


(6) Medical care for the medically indigent 

Information on expenditures for medical and hospital care for the 
medically indigent was supplied by 34 States, indicating that they 
spent $356 million in 1949 for such care. 


20 Expenditures for services to the medically indigent are not included in this figure. Where expenditures 
for the indigent and the medically indigent could not be separated, the data have been used in connection 
with the medically indigent. 
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This figure can in no way be taken to represent expenditures for 
the medic rally indigent only. Recipients receiving relief for other needs 
than medical care are known to be included in at least 4 State reports 
where expenditures for the medically indigent and general-relief recip- 
ients could not be separated. 

Health Department activities providing medical care and hospital- 
ization under special grant-in-aid programs for crippled children, 
venereal disease, cancer, tuberculosis, maternal and child health, voca- 
tional rehabilitation, and sight conservation are known to be included 
for nine States. Whether other States included these also it is not 
possible to tell. One State specifically stated that such activities 
were excluded. 

Several other variations in reporting give rise to questioning the 
extent to which the items commented upon were included or excluded 
by other States. Several States made a point of stating that they 
included one or several of the following: Operation of county hospitals, 
county rest homes, State tuberculosis sanatoria, lump-sum expendi- 
tures for hospital contracts. One State reported that 13 city and 
county hospitals give care to the indigent but could give no informa- 
tion on expenditures. Another reported that eight State-owned 
hospitals provide services. 

The $356,000,000 reported to have been spent for services as above 
were divided as follows: Physicians’ services, $45,000,000; hospitali- 
zation, $309,000,000; drugs, $447,000; dental care, $578,000; nursing 
care $1,000,000; other $10,000. 

Drugs, dental services, nursing, and convalescent-home care were 
included under ‘physicians’ se vices” by several States, and all 
services were lumped together under “hospitalization” in one report, 
since care was received through Government-owned hospitals only. 

The number of persons reported as having received the medical 
and hospital care represented by the above expenditure are not 
usable. In some instances record keeping was such as to make sta- 
tistics unavailable, in others there was duplication of figures, and in 
many cases no separation could be made of the medically needy from 
those in need of assistance for their general needs. 

Consolidating the expenditures resulting from the two question- 
naires which covered between them the federally aided public-assist- 
ance and the general-relief recipients, and those receiving assistance 
for medical care only, a total of $471,000,000 was expended for medical 
and hospital care. 

This figure is known to include expenditures already accounted for 
in the chapter on public assistance grants-in-aid; how far it duplicates 
expenditures in the chapter on public hospitals and the one on public 
health grant-in-aid programs cannot be ascertained from this study. 
That the information is by no means complete as far as local govern- 
ment spending is concerned is also evident. Much more refined data 
in this area would be required to rule out duplication and complete 
the picture of spending to provide medical services for the needy. 

Information reported by 28 States in answer to specific questions 
regarding the medically indigent was as follows: 

‘Question 1. Are funds specifically appropriated for care of medically 
indigent? If not, how are moneys made available to aid this group? 

Seven States reported State appropriations. 
Twenty-one States reported no State appropriations for this 
purpose. 
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ON THE STATE LEVEL 


Two States reported using State general relief funds. 

Two States reported making subsidies to counties. 

Fourteen States reported providing hospitalization in State- 
owned hospitals, subsidies to hospitals, or contracts with hospitals. 


ON THE COUNTY LEVEL 


Eighteen States reported use of local relief funds. 

Two States reported a general medical care program. 

Six States reported using county physicians. 

Five States reported paying private physicians on a fee or 
contract basis. 

Twelve States reported using county and municipal hospitals. 

Thirteen States reported subsidizing or contracting with private 
hospitals for care. 

Question 2. What are the standards qualifying for this aid? How 
are they set? By whom are they administered? 

Twenty-seven States reported that there were standards for 
determining aid to the medically indigent, as follows: To save 
life; to bedridden patients only, public assistance and general 
assistance standards; slightly above assistance standards; resi- 
dence, need, property ownership, inadequate income, needs test, 
income scale, financial ability to pay, by statute, physician 
recommendation, individual merit. 

Standards were stated to vary greatly among the counties and sub- 
divisions; no uniform or written standards prevailed in some States 
while in others standards were a responsibility of local welfare dis- 
tricts. Only one State said standards were generally uniform through- 
out the State. 

Standards were generally said to be set either by the local govern- 
ment boards, commissions, or agencies administering general assist- 
ance, by local welfare departments where general-assistance funds are 
their responsibility, by health and welfare agencies combined, by the 
hospital, by the county physician. In two instances the standards 
were set by State hospital boards, and in six States by the State 
welfare agency. 

Question 3. What are the methods by which this aid is provided? Is 
there direct payment to eligible individuals to cover such aid? Are pay- 
ments made directly to vendors? Is care limited to public hospitals and 
clinics? Is it possible to give this information by counties? 

No States reported making payment direct to individu ils. 

Twenty-two States reported making payment to vendor. 

One State reported making payment to a prepayment plan. 

Six States stated that care is limited to public facilities. 

Sixteen States reported that care is not limited to public 
facilities. 

Three States reported that practices were State-wide and infor- 
mation was available from counties. One of these reported that 
information was not uniform and therefore incomparable. All 
others who commented on this question stated that data from 
counties were not available. 





CHAPTER III 
RECOMMENDATIONS 


A. Fiscat AND RELATED Statistics ON MEDICAL AND HEALTH FuUNc- 
TIONS OF LOcAL, STATE, AND FEDERAL GOVERNMENTS 


The size of present governmental expenditures for medical and 
other health services to individuals, the specific kinds of services, and 
the population groups for whom the services are provided are extremely 
important background data for an evaluation of present programs as 
well as for program planning purposes. These data would help to 
define the additional areas in which public action is needed. Such 
information might also have an important bearing on such questions 
as the size and kind of program required, and whether some expendi- 
tures could or should be replaced by another type of program. Back- 
ground material of this kind would be very useful, too, in determining 
the extent to which a new program would operate to shift the distribu- 
tion of financial support for health programs among local, State, and 
Federal Governments. 


SOURCES OF FISCAL DATA ON HEALTH FUNCTIONS OF GOVERNMENTS 


The principal source of data on Federal expenditures for health 
services is the annual Federal budget submitted to the Congress. 
While the budget statement does not give a comprehensive composite 
figure on all Federal health activities, the detailed budget items provide 

1 basis for such a compilation. The Social Security Administration 
since 1940 has each year compiled data on governmental expenditures 
for civilian health and medical services from the annual Federal budget 
statement, supple mented by data from various operating agencies. 

Data on State and local expenditures for health functions are col- 
lected by the Census Bureau. The Census data have the following 
characteristics: 

(a) Expenditures for health and hospitals are collected as a com- 
ponent of total governmental expenditures. 

(6) Health and hospital expenditures are treated together as one 
of the major functions of government and are so identified in published 
Census reports. 

(c) Health and hospital functions are defined to include construc- 
tion and operation of hospital facilities, health regulation and inspec- 
tion, and distinctive public health and related activities. 

(d) Census data distinguish between capital expenditures, current 
operation, and aids to other governmental units. 

(e) Census data on health and hospital expenditures exclude sewers 
and sewage-disposal activities and health services provided to govern- 
mental employees as well as health services provided in conjunction 
with another major governmental function, e. g., school health services 
and psychiatric services in judicial proceedings. 
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(f) Current annual data on health and hospital functions of govern- 
ments relate only to (1) State government expenditures and (2) 
expenditures of cities of 25,000 population and over. 

(g) The Decennial Census of Government Statistics (next available 
for 1952) provides data on health and hospital expenditures which 
cover all State and local government expenditures and shows detail 
for individual government units over 10,000 population by counties, 
special districts, and cities. 

(hk) Employment and payroll data, obtained from a sampling of 
local governments and from reports by the States, are available by 
function, thus now providing at least the payroll component of State 
and local expenditures for health and hospitals on a current annual 
basis. 

For several decades surveys have been made by the Public Health 
Service of the pattern and distribution of health services in State 
governments. The most recent survey for which data have been 
published is that relating to 1940; a similar survey is now underway 
for 1950. The data collected in these surveys provide approximate 
expenditures for an extensive list of public health activities. In 
1940 and again in 1950 the survey encompassed the activities of State 
health departments as well as other official agencies of the States 
engaged in some public health activities. In addition to these decen- 
nial surveys of the Public Health Service there are annual data, 
reported by fiscal years, on funds budgeted from Federal, State, and 
local sources under cooperative Federal-State programs. 

A variety of other sources of information are available on various 
health functions—e. g., data on income sources of hospitals from the 
American Hospital Association and data on medical-care expenditures 
incurred by welfare departments for public-assistance recipients pub- 
lished by the Social Security Administration. 


MAJOR STATISTICAL GAPS 


On the basis of our analysis of existing source data and their 
qualifications, there appear to be at least four gaps in the information 
on present governmental programs: 

(1) There is need for the development of a classification of public 
health expenditures. After consultation with various governmental 
agencies it appears practicable and desirable to classify the fiscal data 
on some such basis as that listed below: 

Environmental health services—which would include expenditures for 
such health functions as malaria control, sanitation, food inspection, 
industrial hygiene, housing control, licensure of health professions 
and agencies and other regulatory activities, vital statistics, health 
education, etc. 

Direct health services—which would include hospitals, tuberculosis 
control, general medical services for migratory workers, medical serv- 
ices for vocational rehabilitation, medical services for the needy, 
laboratory services, care of crippled children, etc. 

Research and training—which would include public expenditures for 
medical research, expenditures for training in the health professions, 
and related expenditures. 





—— 
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In view of the present special interest in programs providing direct 
services, some further subclassifications may be suggested for the 
second item: 

Hospital operation, including payments and grants to private 
institutions; 

Hospital construction; 

Health services for specific diseases ; 

Health services, providing fairly comprehensive medical care, 
including diagnosis, treatment, and prevention; 

Health services for public employees. 

(2) There is need for improvement in the accounting and reporting 
of expenditures for health services to facilitate segregation of expen- 
ditures for health services from expenditures for other program pur- 
poses. Among the expenditure items which should be separately 
reported are medical and health services of the Armed Forces and of 
the Atomic Energy Commission, school health expenditures, health 
services for students in educational institutions, and medical care 
for assistance recipients. 

(3) Data should be collected currently for local government units. 
At present local expenditure data are collected on a recurrent basis 
only for large cities. Procedures have been developed which would 
permit the sampling of local government expenditures to compile 
local health expenditures on a comprehensive basis. 

(4) Data are needed on the sources of governmental funds—Fed- 
eral, State, or local—used to finance particular health services. At 
present the Census Bureau figures do not distinguish between Federal 
aid and State aid in the source of funds for local expenditures for health 
and other purposes. By and large Federal funds given to the States 
become State moneys and thus are not generally traced through in 
fiscal reports to the localities receiving State aids. While the Census 
fiscal reporting procedures thus do not offer a means of obtaining the 
necessary information, cooperative arrangements with States agencies 
to gain a reporting of this information is being developed. The 
Bureau of State Services of the Public Health Service has set up such 
a reporting procedure for those health programs financed in part by 
Federal grants. 

RECOMMENDATIONS 


The importance of adequate fiscal data on expenditures for health 
purposes by the various governmental units suggests a more effective 
statistical program. Cooperative working arrangements between 
the United States Bureau of the Budget, the Federal Security Agency, 
and other Federal agencies concerned with either Federal or Federal- 
State programs making expenditures for health purposes, would facili- 
tate improvement in the collection and the publication of needed 
data on Federal outlays for health purposes. Similar arrangements 
between the Census Bureau and the Public Health Service and 
other agencies supervising Federal grants-in-aid for health purposes 
would permit the development and carrying out of a comprehensive 
cooperative statistical reporting program for State and local health 
expenditures. 

Federal statutory authority to undertake the development of a 
more effective and useful statistical program regarding Federal, State, 
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and local expenditures for health appear to be adequate. Additional 
appropriations are required, however, to carry out such a statistical 
program. The committee will want to give particular consideration 
to the following: 

(a) Recommendation of appropriation of funds to the Bureau of 
the Census so that this Bureau may have adequate funds to collect 
the data on health expenditures of local governments on a recurring 
annual basis. 

(b) Recommendation of joint review by the Census Bureau and 
the Public Health Service of that segment of health expenditures of 
States and localities reported under cooperative Federal-State Public 
Health Service programs to develop plans for the improvement of 
State reporting of expenditures and sources of funds by level of 
Government within each State. 

(c) Recommendation to the Public Health Service that they develop 
plans and a program for increasingly centralizing, within the States, 
responsibility for the collection of ‘fiscal data on health expenditures 
through the State health departments. 


B. INFORMATION ON MepicaL CARE FoR THE NEEDY 


In the provision of medical care to needy persons, it is known to be 
a practical impossibility to obtain comprehensive and unduplicated 
figures of numbers of individuals receiving such care. 

The difficulty of securing comprehensive figures from the States 
stems from the fact that the local jurisdictions are not obliged to 
submit financial or statistical reports to any State agency. The 
number of these units, the variation in their program, and the varying 
adequacy of their records, make it virtually impossible for any State 
agency to secure the desired information and material from them. 

Not only are there no means of determining the number of persons 
receiving medical care through several programs (as for example in 
public hospitals and clinics and from welfare departments) but many 
medical care programs maintain their own records in terms of services 
rendered rather than in terms of individuals. Obviously under such 
a system one individual may receive a number of services within a 
reporting period. 

In other programs records are maintained by family groups rather 
than by individuals. Under certain circumstances payment for care 
may be made to the individual while under others payment is made to 
those providing the service. Some services are received without 
charge. 

An attempt to distinguish between medical care furnished to assist- 
ance recipients and the group known as ‘“‘medically indigent’? would 
be most difficult. Not only is there no common definition among the 
States and localities of ‘medical indigency” but the line between 
assistance recipients and the ‘‘medically indigent’ is an impossible 
one to draw. For example, a man over 65 ‘living on his old-age- 
insurance benefit is not indigent until he becomes sick, at which time 
he might well be obliged to apply for old-age assistance in order to 
receive medical care. Since ill health is itself one of the principal 

‘auses of dependency today and since every dependent person needs 
medical care as well as the other basic essentials of life, it is a virtual 


Sa Nasi OP 0 








HEALTH INSURANCE PLANS IN THE UNITED STATES 4] 


impossibility to distinguish between so-called ‘‘medical indigency”’ and 
other types of dependence on public aid. Moreover those persons 
who apply for assistance in order to meet medical needs are frequently 
apt to have to reapply several times during any year thus adding to the 
factor of duplication in any figures relating to ‘‘medical indigency.”’ 


RECOMMENDATION 


In spite of the need for more specific information, particularly as it 
relates to medically indigent persons, it is recommended that a com- 
prehensive study in this area not be undertaken at this time. The 
immediate future and perhaps the next year or two will probably see 
a period of considerable adjustment and shifting of financial re sponsi- 
bility and administrative practices for the medical care of the needy 
as a result of the 1950 Amendments to the Social Security Act. 

A more realistic approach would be the general refinement and 


extension of present statistical methods as recommended under A 
above. 





EXHIBIT A 


SENATE COMMITTEE ON LABOR AND PuBLIC WELFARE, 
SUBCOMMITTEE ON HEALTH, 
Washington, D. C., December 7, 1950. 
SEATS OF ui bewnnee 
ACTIVITIES OF STATE AND LOCAL GOVERNMENTS IN THE FIELD 
OF HEALTH SERVICES 


The following schedule is an effort to obtain for the fiscal year 1949 data on 
general medical and hospital services financed by the Federal Government, 
States, and localities out of public funds for 

(a) Persons in receipt of public assistance ; 
(b) Medically indigent persons not otherwise receiving public assistance. 

It is hoped that we may be furnished with the unduplicated number of different 
beneficiaries and expenditures for each of these two categories for your State, 
broken down if possible as itemized below. As is later indicated, supplementary 
information is requested on the medically indigent category. 


I, Pusptic ASSISTANCE 


General medical and hospital care for recipients of all forms of public assistance, 
including local or home relief 


7: : Number of different Source and amount of 
I'ype of serv , ' ; : 
ype of service individuals aided expenditures ! 
Physicians’ services Saeed soak Maem alipseaetsiiie 7 Local 
State 
Federal 
Total 
Hospitalization. -- sssiakelctaasaie ashe Ee Local 
State 
Federal 
Total 
| 
Drage......<- as $a hconthescienet th ble inde wiekdion aietdinialls , --| Local 
State 
Feder il 
| lotal 
} 
a ih ta ot ir ; Local 
State 
Federal 
ital 
Nursing and convalescent home care ines : P ‘ mn Local 
Stat 
Federal 
lot al 
Total (unduplicated) RENAL Oe acai : Total 
! Where it is not possible to itemize, please submit totals. Where exact figures are not available, estimates 


are acceptable, in which case the basis for reaching the estimates should be given 
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II. Mepicatty INDIGENT 
A. STATISTICS 


General medical and hospital care for the medically indigent but otherwise not in 
receipt of public assistance 


: 


mn Number of different Source and amount of ; 
I'vpe service | ‘ t : & a ; 
ype of service individuals aided ! expenditures ! 
siesta alata tadtaliccitbtaeintahespicitieseeeateih til cliche lcilensitlidhamaliie tik ceili lie cain Tadic ihapacimarinatiagiamtateimsess j 
IT ONIN oo ertcnnesenieeeoceicces See BTS ee Local Soaoleion ate ‘ } 
State inl ieaaie 
Total _. = 7 
Hlompitaiiention. « .....n.ccccssess- stitial vsiadivpesaneietaiean ieissmanaceesenass Local - 3 
State ‘ a 4 
Total ‘ : 
Drugs. a oa eh ee, late eas i 
State plate ; - ; i 
Total le ed ‘ ; 
Dental care _. pede ea 2 aac bogies sseedeceeteneateiveteiiaeien cave Local = 4 
State ‘ 
Total 
Nursing and convalescent home care.........|....-.-.-...-------.---.-- ..-| Local ei edtulieauhi aia 
NI snccdhicieeasth sree 
UNE ssiamas een sere 
CS italiani Setter Pious taheidboubtreistagianhastoothemindesaaale EY pce ee tk 


1 Where it is not possible to itemize, please submit totals. Where exact figures are not available, esti- 
mates are acceptable, in which case the basis for reaching the estimates should be given. 


B. SUPPLEMENTARY INFORMATION 





In addition to statistics as called for above, we would appreciate receiving 
any additional information or comment you may be in a position to submit bear- 
ing on the provision of general medical and hospital services to the medically 
indigent not otherwise in receipt of public assistance. Such additional informa- 
tion might pertain to such questions as— 

1. Are funds specifically appropriated for the care of the medically indi- 
gent not otherwise in receipt of public assistance? If not, how are moneys 
made available to aid this group? 

2. What are the standards for qualifying for this aid? how are they set? 
by whom are they administered? 

3. What are the methods by which this aid is provided? Is there direct 
payment to eligible individuals to cover such aid? Are payments made 
directly to vendors? Is care limited to public hospitals and clinies? Is it 
possible to give us this information by counties? 

4. What general comment may be made for the State as a whole as to 
ways in which persons not receiving public assistance get aid from public 
funds in meeting medical costs? 


4 
a 
: 
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Z. D. GILMAN CO., INC, 
May 28 (legislative day, May 17), 1951.—-Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany 8S. 350] 


The Committee on the Judiciary, to which was referred the bill 
(S. 350) for the relief of the Z. D. Gilman Co., Inc., having considered 
the same, reports favorably thereon, without amendment and recom- 
mends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to pay the sum of $2,761.01 
to the Z. D. Gilman Co., Inc., District of Columbia, in full satisfaction 
of its claim against the District of Columbia, for the unpaid price of 
medical supplies furnished to the Gallinger Municipal Hospital during 
the years 1944, 1945, and 1946. 


STATEMENT 


During the years 1944, 1945, and 1946, Z. D. Gilman, Inc., pursuant 
to orders from a property officer of the Gallinger Munic ipal p= te 
of the District of Columbia, sold medical supplies to the Gallinger 
Hospital. The aggregate value of the supplies delivered was $2,761.01. 
The medical supplies were purchased without regard to the provisions 
of law requiring that purchases be made through the purchasing officer 
of the District of Columbia after advertisement prior to purchase. 
Z. D. Gilman, Inc. sought payment at frequent intervals. The cor- 
poration was at first denied payment because the property officer 
stated that he lacked competent personnel in his office to issue the 
‘finished orders.’’ Shortly thereafter, the property officer was 
relieved and after some delay a new property officer was appointed. 
Payment was again delayed, however, until finally the statute of 
limitations had expired. Thereafter the claim of the Z. D. Gilman 
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Corp. was studied by the Office of the Corporation Counsel for the 
District of Columbia, who concluded that the claim was meritorious 
but could not be paid inasmuch as the statute of limitations had run. 
The Corporation Counsel recommended the introduction of a private 
bil. 

The Commissioners in their report on this legislation state that 
they believe that the claim is meritorious and it should be approved. 
The Department of Justice, however, prefers to make no recommenda- 
tion concerning the bill, inasmuch as the Department considers it a 
matter of legislative.policy. 

The committee feels that inasmuch as the Gallinger Hospital 
received the medical supplies and has accepted the benefits thereof, 
this claimant should be reimbursed. The fact that the statute of 
limitations has now run on this claim does not appear to have resulted 
from any negligence or carelessness on the part of the claimant but 
rather from the inaction of the property officers of the Gallinger 
Hospital. It seems clear that if this claim had been presented to the 
Commissioners for the District of Columbia prior to the running of 
the statute of limitations, that the claim would have been approved 
notwithstanding the original lack of authority on the part of the 
property officer inasmuch as the Board of Commissioners later adopted 
the recommendation of the Corporation Counsel which included a 
statement that ‘“‘Unless, therefore, there are other reasons why the 
District of Columbia would not be liable on these claims, it is believed 
that they should be settled pursuant to section 1-902 (b) [D. C. Code, 
1940 ed.}.’”’ While the Corporation Counsel found, later in his report, 
reasons why the Commissioners of the District of Columbia could not 
settle this claim administratively, he nevertheless stated that in 
equity and good conscience the award ought to be made and a private 
bill ought to be introduced for that purpose. 

In view of the fact that this bill provides that this sum shall be 
deducted from the money in the Treasury credited to the general fund 
of the District of Columbia, the opinion of the Board of Commissioners 
is persuasive. Accordingly, it is the recommendation of the committee 
that this bill be favorably considered. 

Attached to this report is the report of the Board of Commissioners, 
an affidavit of the secretary-treasurer of the Z. D. Gilman, Inc., and 
the opinion of the Corporation Counsel as approved by the Board of 
Commissioners. 


CoMMISSIONERS OF THE District oF COLUMBIA, 
Washington, March 6, 1951. 
The honorable the ATroRNEY GENERAL, 
Department of Justice, Washington, D. C. 


Dear Str: Replying to the request in the letter dated January 26, 1951, 
addressed to the Commissioners by the Honorable Peyton Ford, Deputy Attorney 
General, in regard to S. 350, Eighty-second Congress, a bill for the relief of the 
Z. D. Gilman Co., Inec., the Commissioners wish to advise you as follows: 

During the years 1944, 1945, and 1946, the Z. D. Gilman Co., Inc., of 627 
Pennsylvania Avenue NW., Washington, D. C., delivered to the Gallinger Munic- 
ipal Hospital, medical and surgical supplies and services in the amount of $2,761.01. 
It appears that the supplies and services furnished were ordered by a former 
property officer at the hospital without regard to provisions of law requiring that 
purchases be made through the purchasing officer of the District and requiring 
advertising prior to purchase. 
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The Commissioners of the District of Columbia are without authority to settle 
this claim by reason of the running of the statute of limitations. However, this 
is a meritorious claim and the Commissioners believe that the bill should be 
approved. 

. Very truly yours, 
Joun R. Youna, 
Pre side nt, Board of Comm one D sty l of Columbia 


Ciry oF WASHINGTON, 
District of Columbia, ss: 
AFFIDAVIT 


I, Veronica P. Joyce, secretary-treasurer of Z. D. Gilman, Ine., a body cor- 
porate engaged in the wholesale and retail drug business in the District of 
Columbia with principal offices at 627 Pennsylvania Avenue, NW, Washington, 
D. C., being duly deposed and sworn, state: 

(a) That during the years 1944, 1945, and 1946, pursu: 
from a responsible purchasing officer of the Gallinger Muni i 
District of Columbia, medical supplies having an aggregate value of $2, 
were sold by said Z. D. Gilman, Inc., and delivered to and were duly received 
by said hospital; 

(b) That no part of said sum has been paid, although duly demanded; 

c) That said Z. D. Gilman, Ine., duly billed Gallinger Municipal Hospita 
for such supplies upon each such delivery; 

(d) That said Z. D. Gilman, Inc., at frequent intervals demanded of said 
purchasing officer the issuance of “furnished orders” and was repeatedly assured 
that appropriate action would be taken; that such purchasing officer took no such 
action giving as his reason therefor delays in consequence of lack of competent 
personnel in his oflice; 

(e) That your deponent was informed that said purchasing officer was in duc 
course relieved of his duties; that an unreasonable period of time elapsed before 
the new purchasing officer was in a position to consider the im of Z. D. Gilman, 
Inc., and after approval thereof to present said claim to the District of Columbia 
purchasing officer; that during this period said Z. D. Gilman, Inec., made re- 
peated and frequent demands for payment of such claim 

(f) That thereafter further delays occurred in preparing necessary paper work 
and in passing said paper between said District of Columbia purchasing icer 
and the Gallinger Municipal Hospital’s purchasing officer; that during this period 
said Z. D. Gilman, Inc., continued its demand for payment of its said i 

(g) That thereafter said claim was apparently approved by the District of 
Columbia purchasing officer and the District of Colum! 
such approval was obtained much additional time had elapsed and the period of 
limitations on said claim had run; that during this period said Z. D. Gi 
continued to press said hospital for payment of said claim; 

(hk) That said claim of Z. D. Gilman, Ine., was thereupon referred to the 
District of Columbia Corporation Counsel for study; 

(7) That after due consideration and approval of said claim in full and on its 
merits by said Corporation Counsel and the District of Columbia Board of Com- 
missioners had been had, the claim was referred back to the District of Columbia 
auditor who thereupon advised said Z. D. Gilman, Inc., under date of October 18, 
1950, that the goods were received and accepted in good faith and th pavment 
therefor should be made and that the only manner in which said District of 


nt to emergenev orders 











Columbia could discharge its obligation and effect payment of such claim was 
have said Z. D. Gilman, Inc., introduce a private bill in Cong for this purpos 
that a photostatic copy of such letter is annexed hereto 

(j) That Corporation Counsel in his opinion dated July 31, 1950, indicated that 
while the Commissioners were without euthority to settle t} claim pursuant to 
section 1-902 (b), District of Columbia Code, 1940 editio by reason of the 
ning of the Statute of limitations (see. 12-201, D. C. Code, 1940 ed ievert heles 
it was his opinion in equity Al d rood conscience that the claim ah ul 1 e paid 
and that the Commissioners should give consideration to the introducti of a 
private bill for the relief of Z. D. Gilman, Inc., in the amount of $2,761.01 

(k) That the Commissioners approved the said opinion from the Corporatic 
Counsel at their board meeting on the 3d of August, 1950: that a photostatic 


copy of said opinion and approval is annexed hereto. 
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Your deponent prays therefore that the relief requested in private bill S. 250, 
Eighty-second Congress, first session, be granted. 


In witness whereof, I have hereunto set my hand and seal this 29th day of 
January 1951. 
Vera P. Joyce. - 
Subscribed and sworn to before me this 29th day of January 1951. 


[SEAL] S. J. Costmano, 
Notary Public, District of Columbia. 


COMMISSIONERS OF THE District oF COLUMBIA, 
Washington, November 7, 1950. 

I hereby certify that the following is a true and correct copy of an opinion from 
the Corporation Counsel, District of Columbia, dated July 31, 1950, approved by 
the Commissioners of the District of Columbia at their Board meeting on the 
3d of August, 1950. 


GOVERNMENT OF THE District oF COLUMBIA, 
OFFICE OF THE CORPORATION COUNSEL, 
Washington 4, D. C., July 31, 1950. 
To: The Commissioners. 
In re: Claims of the Kloman Instrument Co., Inc., and the Z. D. Gilman Co., 
Inc., for the purchase price of certain medical and surgical supplies and services 
furnished the Gallinger Municipal Hospital. 


REPORT 


The claims are supported by vouchers and accompanying papers which indicate 
that during the vears 1946 and 1947 the Kloman Instrument Co., furnished the 
Gallinger Municipal Hospital medical and surgical supplies and services in the 
amount of $1,635.19; and that during the vears 1944, 1945, and 1946 the Gilman 
Co. furnished the Gallinger Municipal Hospital medical and surgical supplies 
and services in the amount of $2,761.01. The superintendent of the hospital has 
certified that the items enumerated were received and used by the hospital. 

It appears that the supplies and services furnished were ordered by a former 
property officer at the Gallinger Municipal Hospital without regard to the pro- 
visions of section 1-304, District of Columbia Code, 1940 edition, and in violation 
of section 1-808 of the Code which requires prior advertising for purchases of 
goods and services other than personal services, except in cases where the amount 
involved does not exceed $100, and in certain other cases not here important. 

The Commissioners are empowered by section 1-902, District of Columbia 
Code, 1940 edition, to settle, in their discretion, claims against the District of 
Columbia whenever such claims arise “‘(b) * * * out of the existence of facts 
and circumstances which place the claim * * * within the doctrines and 
pee of law decided by the courts of the District of Columbia or by the 

upreme Court of the United States to be controlling in the District of Columbia.” 

In the early case of Marsh v. Fulton County (10 Wall., 77 U. S. 676, 19 L. ed. 
1040), the court drew a distinction between the right to enforce a contract created 
contrary to a statute and the right to recover the property obtained under such 
contract. The court said that the obligation to do justice is imposed upon all 
persons natural and artificial, and that if a county obtains money, property or 
services of others without authority, the law, independent of a statute, will compel 
restitution or compensation therefor. 

The doctrine of this case controlled the decisions of the Supreme Court in 
Louisiana v. Wood (102 U. S. 294, 26 L. ed. 153); on v. Brown (166 
U. S. 487, 27 L. ed. 238); Litchfield v. Ballou (114 U. 190, 29 L. ed. 132). In 
City of Floydada v. American-La France & Foamite Fuckouerias Inc. ((C. C. A. 6), 
87 F. 2d 820), the court, in commenting on the logic and reasoning of Marsh v. 
Fulton County, supra, said: 

“The integrity of human rights and property rights, and the promotion of an 
honorable public policy, equals, if it does not supersede, technical rules of public 
policy. * * * When justice and honesty are left out of the law, the law 
breaks down, and with it falls the mainstay of modern civilization.” 

The instant claims fall squarely within the doctrine of Marsh v. Fulton County, 
supra. Here the District of Columbia had the power, had it proceeded in the 
manner prescribed by law, to acquire the supplies and services in question. The 
goods and services have been received and the District of Columbia has accepted 
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the benefits thereof. Unless, therefore, there are other reasons why the District 
of Columbia would not be liable on these claims, it is believed that they should 
be settled pursuant to section 1-902 (b), supra. 

Upon examination of the vouchers and accompanying papers submitted in 
support of these claims, it appears that all but three of the items enumerated 
were purchased and delivered to the Gallinger Municipal Hospital more than 3 
years prior to August 1, 1947. The three items purchased and delivered to the 
hospital subsequent to August 1, 1947, are set forth in the voucher of the Kloman 
Instrument Co. as follows: 


A eh | ee ss kL cntaiawmienese: $11 
Oct. 10, 1947, 2,000 blue beads.....................- eae res 4 
Cee eee ee eeu Katiceaewnwetewewatuacne 18 

Neen ee ee edie wale x a 33 


The claim of the Gilman Co. and the claim of the Kloman Instrument Co., 
except as to these three items, are therefore barred by the statute of limitations 
(sec. 12-201, D. C. Code, 1940 ed.). 

In section 1-903, District of Columbia Code, 1940 edition, it is provided that 
nothing contained in section 1-902, supra, shall be construed as reducing the 
period of limitations. This section is understood to mean that the Commissioners 
may not waive the defense of the statute of limitations and the the District of 
Columbia is required to avail itself of the defense. (Lake, to Use of Peyser v. 
District of Columbia (63 App. D. C. 306, 72 F. 2d 174.)) 

Although it appears that the Commissioners are without authority to settle 
these claims pursuant to section 1—902 (b), supra, this office is of the opinion that, 
in equity and good conscience, the claims should be paid, and that the Commis- 
sioners should give consideration to the introduction of private bills for that 
purpose. 

Since the three items which are not barred by the statute of limitations represent 
only a small fraction of the total amount of these claims, it is felt that the two 
claims should be considered by the Commissioners in their entirety and on the 
basis of the equities involved. 


RECOMMENDATIONS 


1. That the Commissioners give consideration to the introduction of private 
bills for the relief of the Kloman Instrument Co., Ine. in the amount of $1,635.19, 
and the Z. D. Gilman Co., Inc., in the amount of $2.761.01; and 

2. That copies of this opinion be furnished to the budget officer, District of 
Columbia, the purchasing officer, District of Columbia, and the auditor, District 
of Columbia. 

VERNON E. West, 
Corporation Counsel, District of Columbia. 
G. M. THORNETT, 
Secretary, Board of Commissioners, District of Columbia. 


O 
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— 


McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany 8. 1010] 


The Committee on the Judiciary, to which was referred the bill 
(S. 1010) for the relief of Dominic Arcella, having considered the same, 
reports favorably thereon without amendment and recommends that 
the bill do pass. 

PURPOSE OF THE BILL 


The purpose of the bill is to enable a native-born former citizen of 
the United States who has lost his United States citizenship by voting 
in a political election in Italy, to regain his United States citizenship. 


STATEMENT OF FACTS 


The beneficiary of the bill was born in New Haven, Conn., on 
July 8, 1921, and was taken to Italy by his parents when he was about 
2 years of age. In 1948 he was permitted to return to the United 
States to recover his citizenship which was presumed to have been 
lost due to his service in the Italian Army. The conclusion was 
reached that he had not lost his citizenship by reason of such service 
but it was subsequently discovered that he had voted in a political 
election in Italy in 1946, thereby losing his United States citizenship. 
A petition for the issuance of immigration visas in behalf of his wife 
and son in Italy was approved on the basis of his United States 
citizenship. However, approval of the petition was subsequently 
revoked when it was determined that he had lost his United States 
citizenship by voting. 

A letter dated June 2, 1950, to the chairman of the Senate Com- 
mittee on the Judiciary from the Deputy Attorney General with 
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reference to S. 2487, which was a bill introduced in the 81st Congress 
for the relief of the same alien, reads as follows: 


DEPARTMENT OF JUSTICE, 


Washington, June 2, 1950. 
Hon. Pat McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
po gaan of Justice relative to the bill (S. 2487) for the relief of Dominic 
Arcella. 

The bill would provide that Dominic Arcella who lost this citizenship by partici- 
pating in an Italian election, may be naturalized as a citizen of the United States 
by taking the naturalization oath of allegiance before any court having jurisdiction 
of the naturalization of aliens. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Dominic Francesco Arcella is a native of the United States, having 
been born in New Haven, Conn., on July 8, 1921, and that he is a citizen of Italy. 
His parents returned to Italy with him when he was about 2 years of age, and he 
remained in that country until 1948. Coming from Italy, Mr. Arcella entered the 
United States at the port of New York on June 19, 1948, when he was admitted 
under the provisions of section 317 (c) of the Nationality Act of 1940 (8 U.S. C. 
717). This section provides among other things, that a person who shall have 
been a citizen of the United States and also of a foreign state, and who shall have 
lost his citizenship under section 401 (c) of this Act by entering or serving in the 
armed forces of a foreign state, if he has acquired the nationality of such foreign 
state, may, if residing abroad, enter the United States as a nonquota immigrant 
for the purpose of recovering his citizenship, upon compliance with the provisions 
of the Immigration Acts of 1917 and 1924. Subsequent to Mr. Arcella’s admission 
to the United States, it was ascertained that his service in the armed forces of a 
foreign state had not been voluntary but rather under duress. It was accordingly 
concluded that he had not lost his United States citizenship under section 401 (c), 
supra. 

After his admission to the United States, it was discovered, however, that he 
had voted in a political election in Italy on June 2, 1946. His voting resulted in 
the loss of his United States citizenship by reason of section 401 (e) of the Na- 
tionality Act of 1940, which provides that a person who is a national of the 
United States, whether by birth or naturalization, shall lose his nationality by 
voting in a political election in a foreign state. Therefore, his admission to the 
United States was unlawful and his subsequent residence in this country has like- 
wise been unlawful. It appears that he is subject to deportation under the 
Immigration Act of May 26, 1924, in that at the time of his entry, he was a 
quota immigrant who was not in possession of an unexpired quota immigration 
visa. Since action to enforce his deportation from the United States was ordered 
deferred pending congressional action on this bill, a warrant for his arrest in 
deportation proceedings has not been issued. 

Prior to the conclusion that Mr. Arcella had expatriated himself by voting in 
the elections of Italy, he submitted a petition for the issuance of immigration 
visas in behalf of his wife and son in Italy, which was approved. On reconsidera- 
tion of the entire record, an order was entered on January 15, 1950, directing that 
the approval of his visa petition be revoked for the reason that he was not a 
citizen of the United States. He submitted a notice of appeal to the Board of 
Immigration Appeals on February 6, 1950, with a request to appear for oral 
argument. The matter of his appeal is presently before that Board. 

Mr. Arcella submitted a statement in the Italian language on December 27, 
1949, giving the history of his military service in the armed forces of Italy, 
which, as stated above, has been concluded to have had no effect on his citizenship 
status. He stated that after his release from military service and upon the entry 
of Allied troops into Naples, he was engaged by the American Red Cross as an 
automobile operator, serving until 1947. In his prepared statement, he gave 
several reasons why he voted for the Christian Democratic Party in the political 
elections in Italy, one being that having lived in the United States only the first 
2 years of his life, he was not aware that his citizenship status would be affected. 
He also stated that he thought that by so voting he was favoring the ideologies 
of the United States, since had received letters from relatives in America asking 
him to support the Christian Democratic Party, and that furthermore he voted 
to avoid the risk of being arrested. 
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According to the files, Mr. Arcella had an attack of influenza in January of 
1949 after he entered this country. X-ray and other tests showed evidence of 
tuberculosis, and on July 18, 1949, he was admitted to a tuberculosis sanatorium. 
The X-rays showed a small area of disease in his upper left lung. A later report, 
dated November 2, 1949, from the sanatorium indicated that there was no material 
change in the area of disease, which is probably inactive, and that he was being 
allowed outdoor exercise. Mr. Arcella stated that his only prior illness of any 
consequence was when he was hospitalized at a military hospital in Naples for 
about 3 months because of an attack of malaria. Before he was hospitalized, 
Mr. Arcella had been employed in New Haven, Conn., as a laborer, receiving 
from $40 to $45 per week, approximately $12 of which he sent to his wife and 
child in Italy. His mother is deceased and his father, a native and citizen of 
Italy, resides in Naples. His uncle, who paid his passage to the United States, 
resides in New Haven, Conn. Individuals interviewed, including employers and 
acquaintances, spoke favorably of him and consider that he is a person of good 
moral character. 

As stated above, Mr. Arcella has an appeal pending before the Board of Immi- 
gration Appeals, and it would appear that he has not exhausted his administra- 
tive remedy. The quota for Italy is greatly oversubscribed, and there is an 
indefinite waiting period for recent registrants for immigration visas thereunder. 
There are many former United States citizens in Italy, and other countries who, 
not being aware of the effect thereof on their citizenship status, were persuaded 
to vote in political elections of those foreign countries. The problem of granting 
relief to such individuals is a general one and should be resolved, if at all, by 
general legislation. The facts in Mr. Arcella’s case fail to present considerations 
sufficient to justify the enactment of special legislation granting him preference 
over other former United States citizens similarly situated. 


Accordingly, the Department of Justice is unable to recommend enactment of 
this bill. 


Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 
The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 1010) should be enacted. 


O 
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Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany 8S. 1425] 


The Committee on the Judiciary, to which was referred the bill 
(S. 1425) for the relief of Mrs. Okuni Kobayashi, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to provide for the readmission into the 
United States of Mrs. Okuni Kobayashi, who is a former resident of the 
United States and the mother of two United States citizen children. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 49-year old native and citizen of 
Japan who resided in the United States from 1918 to 1936, when she 
returned to Japan in possession of a reentry permit. Her husband 
has been a resident of the United States since 1905 and there are two 
children who were born in Portland, Oreg., in 1924 and 1926. The 
children have been readmitted to the United States as United States 
citizens and reside with their father in Portland, Oreg. 

A letter dated December 4, 1950, to the chairman of the Senate 
Committee on the Judiciary from the Deputy Attorney General with 
reference to S. 3860, which was a bill introduced in the Eighty-first 
Congress for the relief of the same alien, reads as follows: 
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DeceMBER 4, 1950. 
Hon. Pat McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Mr. CxarrMAN: This is in response to your request for the views 
of the Department of Justice relative to the bill (S. 3860) for the relief of Mrs. 
Okuni Kobayashi, an alien. 

The bill would provide that the provisions of section 13 (c) of the Immigration 
Act of 1924, as amended, which excludes from admission to the United States 
ee who are ineligible to citizenship, shall not hereafter apply to Mrs. Okuni 

obayashi, former resident of the United States and mother of two American 
citizens. It would also provide that Mrs. Kobayashi may be permitted to enter 
this country as a nonquota immigrant for permanent residence. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Mrs. Okuni Kobayashi is a native and citizen of Japan, having been 
born in that country on January 25, 1901. She first entered the United States 
at the port of Seattle for permanent residence on May 30, 1918. In September 
1930, she departed for Japan, returned to this country in possession of a reentry 
permit on December 16, 1930, again departed for Japan in 1933, and last returned 
to the United States with a reentry permit on December 27, 1934. On May 14, 
1936, she was issued another reentry permit, and according to her husband, 
Tsuneyuki Kobayashi, also known as Ben T. Kobayashi, who resides in Portland, 
Oreg., she returned to Japan in July 1936. 

Mr. Kobayashi stated that he was born in Japan on October 5, 1886, that he 
entered the United States at the port of Seattle in August 1905, and that he has 
resided in this country ever since. He further stated that he has been employed 
by the Spokane, Portland & Seattle Railway Co. since October 15, 1909, except 
for the period of time he was evacuated from the west coast during World War II, 
and that he earns $250 per month and is furnished the house in which he resides. 
He advised that his wife had been previously married and divorced, that he was 
married to her in 1922, and that they have two children, both born in Portland, 
Oreg., his son, on June 6, 1924, and his daughter on July 3, 1926. He also advised 
that he was employed by the railway company in an extra gang which moved 
frequently from place to place, making it difficult to send the children to school. 
For this reason his wife left for Japan in 1930, where she placed their son in school, 
and returned to this country a few months later. She again went to Japan in 
1933, this time to place her daughter in school. Both children remained in 
Japan until 1948, when they returned to this country and were admitted as citizens 
of the United States. The daughter presently attends Lincoln High School in 
Portland, Oreg., and works for her room and board. The son resides with his 
father and is employed by the same company, earning $200 a month. Mr. 
Kobayashi informed that he recently invested $3,000 in the Villa Hotel in Port- 
land, that his son is purchasing the hotel business at a price of $5,000, and that 
his son’s wife will operate the hotel. It appears that Mrs. Kobayashi returned 
to Japan in 1936 to help her sister in the care of the children, that she developed 
asthma while over there, and that by the time she was able to return to this 
country the war prevented her from doing so. Mr. Kobayashi stated that he has 
resided in the United States for 45 years, that his children and friends reside in 
this country, and that he does not desire to go to Japan to live. 

Mrs. Kobayashi, being of the Japanese race, is ineligible to citizenship under 
section 303 of the Nationality Act of 1940, and therefore inadmissible to the 
United States for permanent residence under section 13 (c) of the Immigration 
Act of 1924. In the absence of general or special legislation she will not be eligible 
to enter this country for permanent residence. 

Whether in this case the general provisions of the immigration laws should be 
waived presents a question of legislative policy concerning which this Department 
prefers not to make any recommendation. If the measure should receive favor- 
able consideration, however, it is suggested that it be amended by striking out 
all after the enacting clause and substituting the following: 

“That in the administration of the immigration laws, Mrs. Okuni Kobayashi, a 
former resident of the United States and mother of two United States citizen 
ehildren, shall be eligible for a nonquota immigration visa under section 4 (b) of 
the Immigration Act of 1924 as a returning resident alien, provided she is other- 
wise admissible under the immigration laws.” 

Yours sincerely, 
PreytTon Forp, 
Deputy Attorney General. 
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Senator Wayne Morse, the author of the bill, has submitted the 
following information in connection with the case: 


UNITED States SENATE, 
COMMITTEE ON ARMED SERVICES, 
August 17, 1950. 
Hon. Par McCarran, 
Chairman, Senate Judiciary Committee, 
Senate Office Building, Washington, D. C. 

Dear Senator McCarran: I have your letter of August 14, requesting in- 
formation in regard to Mrs. Okuni Kobayashi, who is the subject of my bill, 
S. 3860. 

1. Mrs. Kobayashi is not now in the United States, but resides at Kanazawa, 
county of Mitsu, Okayama, Japan. She lived in the United States from 1919 to 
1936, and has two children born in the United States who live in Portland, Oreg., 
and a husband who has been a continuous resident of Oregon for 45 years. Mrs. 
Kobayashi went to Japan in 1936 for a visit but unfortunately allowed her reentry 
permit to expire. Her husband Tsuneyuki Kobayashi, is employed by the 
Spokane, Portland & Seattle Railway Co., as a maintenance gang foreman, and 
is a stable and respected member of the community. 

2. I have no information as to Mrs. Kobayashi’s activities in Japan. 

3. I believe that she is dependent upon her husband for support. 

4. Insofar as I know, she is not engaged in any activities injurious to the 
American public interest. 

5. Mrs. Kobayashi has not been convicted of any State or Federal offense, to 
my knowledge. 

Sincerely yours, 
WayNE Morse, 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 1425) should be enacted. 


O 
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5 
McCafran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
{To accompany S. 1438] 


The Committee on the Judiciary, to which was referred the bill 
(S. 1438) for the relief of Paul D. Banning, Chief Disbursing Officer, 
Treasury Department, and for other purposes, having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to authorize a credit in the 
accounts of three disbursing officers of the Treasury Department in an 
aggregate amount of $2,625.40 and, further, to authorize the appro- 
priation of an aggregate amount of $330 to various named employees 
of the Bureau of Internal Revenue to reimburse them for amounts 
yaid by them from their personal funds on account of counterfeit 
bills and notes accepted by them while in the discharge of their official 
duties. 

STATEMENT 


This bill was introduced at the request of the Treasury Department. 
In a letter accompanying draft of the legislation, the Acting Secretary 
of the Treasury states— 
available evidence indicates that such officers acted in entire good faith and that 
they were not remiss in any respect in the exercise of their official duties. More- 
over, the Treasury Department handles several hundred 


million financial 
transactions each year and a few errors are inevitable. 


After consideration of this letter as well as the exhibits set forth 
below the committee is of the opinion that the bill should pass. 
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TREASURY DEPARTMENT, 
Washington, D. C., April 24, 1961. 
Hon. ALBEN W. BaRKLeEy, 

President, United States Senate, Washington, D. C. 


My Dear Mr. PresipEnt: There is transmitted herewith for the convenience 
of the appropriate committee a suggested draft of legislation covering relief for 
the Chief Diberias Officer and certain other officers and former officers of this 
Department for various defects, suspensions, disallowances, and unavailable items 
in their accounts. The Department has given careful consideration to the various 
items included in the suggested draft of legislation and recommends in the interest 
of economy and good fiscal administration that provision be made for clearance 
of the amounts of same from the fiscal officers’ accounts. Such action will not 
affect further efforts of the Government to make recovery. Available evidence 
indicates that such officers acted in entire good faith, and that they were not 
remiss in any respect in the exercise of their official duties. Moreover, the 
Treasury Department handles several hundred million financial transactions 
each year and a few errors are inevitable. 


SECTION 1.—-UNAVAILABLE ITEMS REQUIRING APPROPRIATION FROM THE GENERAL 
FUND OF THE TREASURY 


This section would provide an appropriation of $2,625.40 to cover the following 
items: 
1. Overpayments by Paul D. Banning, Chief Disbursing Officer____.._ $1, 641. 41 
The details of the items making up the amount of $1,641.41 
are stated in the enclosed exhibit A. 
2. Overpayments by E. J. Brennan, former Chief Disbursing Officer- - 207. 68 
The details of the iterhs making up the amount of $207.68 are 
stated in the enclosed exhibit B. 
3. Overpayments by G. F. Allen, former Chief Disbursing Officer - - - - - 416. 31 
—S 
The details of the items making up the amount of $416.31 
are stated in the enclosed exhibit 
The foregoing payments were occasioned by clerical errors 
inadvertently committed by subordinate employees without 
any fault on the part of the disbursing officers for whom relief 
is requested. During the periods when the overpayments 
were made more than a hundred million checks representing 
billions of dollars were issued each year by the Division of 
Disbursement and some errors were inevitable. 
1, <I I NO ae a se ooo wkwv eke cenctenus. 360. 00 
Each of the following cases represents a claim for reimburse- 
ment by an employee in the office of a collector of internal 
revenue for the amount paid to a Federal Reserve Bank to 
replace a counterfeit bill or note accepted in the performance of 
his official duties. 
J. W. Bell, cashier in the office of the collector of internal 


REID 7 CN TBs in ode wi oem le min oes $10. 00 
Florence Brown, teller in the office of the collector of 

internal revenue, C hicago, eee ett nie c 10. 00 
Rosamond H. C ross, teller in the office of the collector of 

inte oe revenue, C hicago, BR Siarcin: oinenastatie dirt te ais 10. 00 
Charies F DeLisle, teller in the office of the collector of 

internal revenue, Detroit, SEM en i ee 10. 00 
William H. Franz, teller in the office of the collector of 

internal frovenus, Caeago. Til. ......-...2.-..L2k..- 10. 00 
Edward N. Fuller, teller in the office of the collector of 

internal revenue, Springfield, Ill____._.___-__----_-- 10. 00 
Raymond C. Hein, window teller in the office of the col- 

lector of internal revenue, Buffalo, N. Y_-_- ans 10. 00 
Estelle V. Lasich, teller in the office of the collector of 

internal revenue, C hicago, = e 10. 00 


Mrs. Mae Mohm, teller in the office of the collector of 
internal revenue, Milwaukee, Wis_- STE 10. 00 
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4. Payments of counterfeit bills—Continued 
Mrs. Chariotte Parmentier, teller in the office of the col- 


lector of internal revenue, Milwaukee, Wis $10. 00 
Carolyn E. Phipps, teller in the office of the collector of 

internal revenue, Indianapolis, Ind__ 10. 00 
Arthur T. Schroeder, window teller in the office of the col- 

lector of internal revenue, Detroit, Mich 10. 00 
Joseph F. Schuler, teller in the office of the collector of 

internal revenue, Chicago, Ill - ‘ 10. 00 
Margaret T. Sennott, teller in the office of the collector 

of internal revenue, Chicago, I] 10. 00 
Mrs. Florence Stetter, cash control clerk in the office of the 

collector of internal revenue, Milwaukee, Wis 10. 00 
Miss Lenora Willsey, window teller in the office of the col- 

lector of internal revenue, Cincinnati, Ohio 10. 00 
F. H. Bowden, Jr., cashier in the office of the collector of 

internal revenue, Jacksonville, Fla : 20. 00 
Gertrude J. Davis, teller in the office of the collector of 

internal revenue, C hicago, Til- 20. 00 


Mary S. Donovan, teller in the ‘Norfolk branch of th 
office of the collector of internal revenue, iad 


wi of Rate 20. 00 
Helen Kee ‘gan, teller in the Evanston branch office of the 

collector of internal revenue, Chicago, III wares ts 20. 00 
Arthur J. Loucks, teller in the office of the collec tor of 

internal revenue, Cleveland, Ohio__________- 20. 00 
Helen M. Pietzcker, cashier, Canton division of the office 

of the collector of internal revenue, Cleveland, Ohio__- 20. 00 
Dorothy Baron Rich, teller in the office of the collector 

of internal revenue, Cleveland, Ohio_ _ __- 20. 00 
J. L. Schrum, cashier in the office of the collector of 

internal revenue, Greensboro, N. C___________--___-- 20. 00 
Harriet Ann Duke, stamp teller in the office of the 

collector of internal revenue, Baltimore, Md_____-_--- 40. 00 


The payments by the foregoing officers for whom relief is requested appear to 
have been made in good faith and without negligence on their part. 

The Department would appreciate it if you would lay the matter before the 
Senate. A similar communication has been transmitted to the Speaker of the 
House of Representatives. 

The Department has been advised by the Bureau of the Budget that there is 
no objection to the submission of this proposed legislation to the Congress. 

Very truly yours, 
E. H. Fo.uey, 
Acting Secretary of the Treasury. 
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STOVER 


May 28 (legislative day, May 17), 1951.—Ordered to be printed 


“4 


a“ 


fr.-Mc€arran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H., R. 574] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 574) for the relief of the estate of James Patrick Hackett and 
Charles L. Stover, having considered the same, reports favorably 
thereon without amendment and recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to pay the sum of $5,285.70 
to the estate of James Patrick Hackett, and to pay the sum of $4,500 
to Charles L. Stover, in full settlement of all claims against the 
United States for the death of the said James Patrick Hackett and for 
personal injuries, medical and hospital expenses of Charles L. Stover, 
sustained as a result of an accident involving an Army vehicle near 
Middletown, N. J., on January 21, 1944. 


STATEMENT 


On January 21, 1944, at about 1:50 a. m., a model 1933 Chevrolet 
coupe, owned and operated by Sgt. William A. McQueen, Army 
Experimental Station, Fort Hancock, N. J., in which four other non- 
commissioned officers of the same organization were riding as passen- 
gers, was proceeding southeast on Route No. 36 in Keansburg, N. J., 
at a speed estimated at 15 miles per hour. There was a heavy fog 
at the time, and visibility was exceedingly poor. The enlisted men 
were on authorized passes from their organization, and were returning 
to Fort Hancock from Keansburg after having attended, as guests, a 
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E, given for and by the enlisted men of the neighboring One 
undred and Sixty-ninth Chemical Company, Fort Hancock, N. J. 
At the same time James Patrick Hackett and Charles L. Stover, of 
East Keansburg, N. J., were walking in the same direction on the edge 
of the right half of the concrete pavement, and partly on the Tarvia 
shoulder, with their backs toward Sergeant McQueen’s car. The 
two pedestrians loomed up through the fog directly in front of Ser- 
geant McQueen’s vehicle, and before McQueen could apply his brakes, 
his automobile struck the civilians, throwing them to the pavement. 

As a result of the accident Mr. Hackett sustained injuries from which 
he died a few minutes later, and Mr. Stover received severe personal 
injuries. Mr. Stover was removed from the scene of the accident by 
ambulance to the Monmouth Memorial Hospital, Keansburg, N. J., 
remaining there for an undisclosed period of time. 

The Secretary of War in his report states: 


The investigating officer in his report stated: 

“Sergeant McQueen was on pass and driving his personal car. He had attended 
a party organized by and for EM [enlisted men], off the post, and not supervised. 
Officers present were there as guests, * * * It is recommended claims, if 
filed, be disapproved. Reasons for recommendations: Acts not within scope of 
employment, and negligence of civilians involved was proximate cause of the 
accident.” 

The evidence fairly establishes that James Patrick Hackett and Charles L. 
Stover were negligent in walking upon the right-hand side of the paved width, 
or driven part of the highway, in the nighttime and during a heavy fog, instead 
of on the extreme left side of the road facing traffic. However, regardless of the 
question of negligence on the part of Mr. Hackett and Mr. Stover, it is the view 
of the War Department that since it is established that Sergeant McQueen was 
operating his privately owned automobile on a personal mission, while he was on 
an authorized pass, he consequently was not acting within the scope of his em- 
ployment as a soldier at the time of the accident. Under the circumstances it 
is clear that there is no basis for a claim against the United States by the personal 
representative of James Patrick Hackett for an award for the death of Mr. 
Hackett, or by Mr. Stover for damages for the personal injuries sustained by 
him. The War Department, therefore, reeommends that the bill be not favorably 
considered. 


Sgt. William A. McQueen, the driver of the vehicle which struck 
the two pedestrians, states in an affidavit dated January 22, 1948: 


I am 28 years of age and reside at 300 Main Street, White Plains, N. Y. 

I was in the Army of the United States from May 28, 1941, to October 3, 1945, 
on which date I was honorably discharged. 

In January of 1944 I was at the Army Experimental Station of Fort Hancock, 
N. J., Col. Hilton H. Railey, Infantry, was my commanding officer. My rank 
was that of staff sergeant. 

On January 20, 1944, Colonel Railey requested me to represent him at a fare- 
well party which had been officially arranged for one of the units of his command, 
the One Hundred and Sixty-ninth Chemical Company, at Balbach’s Auditorium 
in Keansburg, N. J., on the evening of January 20, 1944. At the time, I was 
Colonel Railey’s acting top-ranking sergeant, and he told me that he was unable 
to be present because of an appointment in New York. 

I had been invited to attend this party by some of the enlisted men of the 
One Hundred and Sixty-ninth Chemical Company, but would not have attended 
if Colonel Railey had not asked me to do so. 

On March 13, 1944, I made the statement: ‘I had not been assigned any mili- 
tary duty nor was I performing any military employment at the time of the 
accident.’’ It is my present belief that at the time of the accident on January 21, 
1944, when James P. Hackett was killed and Charles Stover was injured, I was 
acting in the course of my duty as a soldier, and the foregoing statement is a 
mistaken conclusion; and that I was erroneously advised at the time by the officer 
who secured the statement. 

I was obliged to use my own car because my duties at headquarters prevented 
my leaving at the time when other members of the command were transported in 
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Army vehicles, which, at this period in the development of Colonel Railey’s 
eommand, were in any event insufficient for the requirements of such an occasion. 
Other private cars were used by other individual officers and soldiers who repre- 


sented Colonel Railey at this farewell affair to the One Hundred and Sixty-ninth 
Chemical Company. 


Col. Hilton H. Railey, the commanding officer of the units at Fort 
Hancock, N. J., also makes a statement to confirm McQueen’s state- 
ment as to being on official duty and was so recognized by the com- 
manding officer: 


I, Hilton H. Railey, being duly sworn, depose and say that— 

I am a colonel of Infantry in the United States Army Reserve, and am assistant 
to the president of the Greater New York Fund, with offices at 11 West Forty- 
second Street, New York, N. Y., and reside at 110 East Seventeenth Street, 
New York, N. Y. 

On January 20, 1944, I was the commanding officer of certain top-secret com- 
bat units at Fort Hancock, N. J., with the rank of lieutenant colonel, General 
Staff Corps, in the Army of the United States. In this assignment I commanded, 
in addition to certain headquarters complements, the One Hundred and Sixty- 
ninth Chemical Company. 

On the evening of January 20, 1944, at Balbach’s Auditorium in Keansburg, 
N. J., an officially sanctioned farewell party had been arranged for the One Hun- 
dred and Sixty-ninth Chemical Company, since this unit was about to depart from 
Fort Hancock. In normal circumstances, and had I not been otherwise officially 
engaged, I should have attended as its commanding officer. 

Unable to be present, I informed certain of my officers, and all of my top- 
ranking noncommissioned officers, including Staff Sgt. William A. McQueen, who, 
at the time, was the acting top-ranking noncommissioned sergeant of my com- 
mand, that I would “appreciate” their attendance at the farewell to the One 
Hundred and Sixty-ninth Chemical Company, in order that I might be appro- 
priately represented. 

Sergeant McQueen, in addition to the other officers and noncommissioned 
officers, complied. It is my considered view that while my desire in this matter 
had been most informally expressed, it could well have been construed by the 
officers and men involved, including Sergeant McQueen, as a polite command, 
and therefore, that these officers and men may well have construed their attend- 
ance, apart from their personal affection and ties with the outgoing troops, as a 
matter in line of duty. 

My authority, as commanding officer of the Army experimental station, and 
of the One Hundred and Sixty-ninth Chemical Company, embraced the authoriza- 
tion of official transportation of the soldiers of my command for attendance at 
this officially sanctioned affair, and I did so. At this particular period in the 
development of my command, however, we had not received our full quota of 
Army vehicles, and were, therefore, unable to supply the number required for 
the transportation of my headquarters troops. In these circumstances, Sergeant 
McQueen may have felt obliged to use his own private vehicle in the discharge of 
a politely expressed desire which he may well have construed as a command. 

There is much to be said in favor of the opinions and conclusions 
reached by the Department of the Army and the Office of the Attorney 
General in respect to this case. However, the committee believes 
that, should this case be tried in a court of law, there are reasonable 
grounds shown to justify a verdict in favor of the plaintiffs by reason 
of the acts of Army personnel in bringing about and causing the 
injuries mentioned. 

For the foregoing reasons and in order that no injustice may be done 
to the claimants the committee recommend that the bill be given 
favorable consideration. 

Attached hereto and made a part hereof are the following: 

(1) Memorandum from Carlton A. Walls, dated April 3, 1945; 

(2) Affidavits from Charles L. Stover, dated March 9, 1944; Alex- 
ander Marze, dated March 8, 1944; Frank Markstein, dated March 8, 
1944; Alfred Flynn, dated March 16, 1944; Thomas H. Hackett, dated 
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March 16, 1944; Mrs. Annie Hackett, dated March 16, 1944; William 


A. McQueen, dated January 22, 1948; Hilton H. Railey, January 21, 
1948; 


(3) Letter from the War Department, dated July 28, 1944; and 
(4) Letter from the Department of Justice, dated August 6, 1948. 
(5) Memorandum from the Library of Congress dated June 5, 1950. 





MEMORANDUM OF LAW AND Fact, IN Support OF THE ENACTMENT OF H. R. 
4963, SEVENTY-EIGHTH CoNncREss, A BILL FOR THE RELIEF OF THE ESTATE OF 
JAMES Patrick HACKETT AND FOR CHARLES L. STOVER 


POINT 1. CLAIMANTS WERE NOT NEGLIGENT AND THEIR ACTS IN NO WAY 
CONTRIBUTED TO THE ACCIDENT 


The evidence is clear that the claimants were walking on the extreme right side 
of the Tarvia shoulder, which was approximately 12 feet in width. This Tarvia 
shoulder was to the right of a paved road approximately 10 feet in width for 
south-bound vehicular traffic. (See accident report—description and diagram— 
of the Middletown Township Police Department.) 

The claimants were not walking in violation of New Jersey Statutes 39:4-34, 
for the reason that the Tarvia shoulder on which the claimants were walking is 
considered, in the light of this statute, a sidewalk or path. On the contrary 
automotive vehicular traffic is forbidden by the New Jersey Statutes to drive on 
the Tarvia shoulder where these claimants were walking. These claimants had 
a perfect right to presume that this statute would not be violated by Sergeant 
McQueen or by anyone else (N. J. Statutes Revised, ch. 4, sec. 85). 

The contention made by the War Department that the ‘“‘negligence of civilians 
involved was proximate cause of accident,”’ is apparently predicated upon infor- 
mation furnished by Sergeant McQueen and others who were riding with him, 
and as contained in their statements of March 13, 1944. It is apparent, from 
examination, that these statements, follow each other in the same vein, and were 
taken by a trained adviser of the War Department. These statements were 
given 2 months after the accident by persons interested in the outcome from 
charges made by the State of New Jersey and other likely charges. These state- 
ments are misleading and do not portray the true facts as disclosed by excerpts 
hereinafter set out. 

“T was invited by some enlisted men * * * conveys an erroneous im- 
pression, and fails to convey the correct view in that Sergeant McQueen was 
expected, in the best interest of the Army, to attend this party. The statement: 
“T left Fort Hancock in my personal car * * *” is misleading because 
McQueen was using his car to supplement a shortage of Army vehicles for trans- 
porting the soldiers who were attending this party. 

“T used the center white line as a guide, and proceeded very slowly, at about 
15 miles per hour * * *” is contrary to the physical facts and to the admis- 
sions made by McQueen. (See police reports of the township of Middletown:) 

“The scene of the accident was carefully examined * * * we were unable 
to discern any tire marks or debris on the paved portion of the east-bound lane. 
All debris, broken glass, bloodstains, etc., were on the Tarvia shoulder * * * 
these bloodstains were 2 feet from the edge of the east-bound lane and extended 
south to the edge of a grass embankment. The total width of this shoulder is 
approximately 12 feet, paved portion * * * is * * * 10 feet. 

“The McQueen vehicle was badly damaged in the front, broken right-hand 
light, badly dented right fender, radiator grill dented in. 


“OrricER WILLIAM A. Fix. 


“Orricer J. Orro JOHNSON.” 


If McQueen had been driving only 15 miles per hour, he would not have caused 
the violence committed herein. The deceased’s neck was instantly broken by the 
impact. (See certified copy of record of death.) Stover suffered a comminuted 
fracture of the right tibia and fibula, a punctured tung, a number of broken ribs, 
and other injuries. 

How can the contention of McQueen be sustained in the light of the foregoing 
damage to his car, the injuries to the claimants enumerated and the position 
of the deceased lying partly on the grass and on the Tarvia shoulder (see diagram 
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of police report)—that he was driving only 15 miles per hour? Certainly he 
would not have knocked the deceased a distance of approximately 20 feet from 
the white line to the grass had he been going only 15 miles per hour. On its face, 
it is a deliberate falsehood. There is no question but that MeQueen was 
driving at an excessive rate of speed and on the Tarvia shoulder where he had 
no right to be. (See also statement of Charles L. Stover, in part: 

‘* * * they were walking on the extreme right side of the Tarvia Shoulder 
when my attention was attracted by a reflection of light through my legs, which 
reflection came from behind. He turned around and saw two headlights about 30 
feet away and coming at a high rate of speed directly at them. They tried to 
get out of the way but were unable todo so. * * = *” 

That part of his statement which reads: “I was held, pending the arrival of 
officers from my company, whom I requested to be present * * *’ conveys 
an incorrect impression. 

The officers who obtained the release of Sergeant McQueen went beyond the 
usual procedure employed in securing the release of a soldier under similar cireum- 
stances. The officers who participated in the release were Captain Gillaspey, 
claims officer; Lieutenant Dowd, McQueen’s commanding officer; Lieutenant 
Colonel Shaw of the Judge Advocate staff from Fort Monmouth, and Colonel 
Railey, commander of Fort Hancock. In addition, Lieutenant Colonel Shaw 
secured the services of a private practicing attorney, a Mr. Farley. 

It is respectfully submitted that had the acts of Sergeant McQueen been dis- 


connected with the activities and functions of his Army duties, as claimed by the 
War Department, he certainly would not have received the services of these 
high-ranking officers. 

The evidence preponderantly shows that the deceased and Charles L. Stover 
were not negligent in walking on the Tarvia shoulder and the evidence further 
clearly shows that the negligence of Sergeant McQueen was the proximate cause 
of this accident. 


POINT 2. SERGEANT M’ QUEEN WAS ACTING WITHIN THE SCOPE OF HIS EMPLOYMENT 
AS A SOLDIER AT THE TIME OF THE ACCIDENT 


The party in question had been arranged under the auspices of personne! 
connected with Fort Hancock. (See statement of William Balbach as reported 
by Alfred Flynn:) 

“That his (William Balbach) auditorium was exclusively engaged by a com- 
mittee of soldiers from Fort Hancock, N. J. * * * That he refused to rent 
his auditorium to the soldiers unless they were Army officers to supervise and 
that there were, on the said evening, a number of officers present * * = *.”’ 

That part of McQueen’s statement, which states: “I had not been assigned 
any military duty nor was I[ performing any military employment at the time of 
the accident * * *’’ is a conclusion of law and not within McQueen’s prov- 
ince and is in conflict with the facts. The War Department contends that Me- 
Queen was operating his privately owned automobile on a personal mission, while 
on pass, and hence not acting within the scope of his employment as a soldier. 

While it is true he was operating his privately owned automobile, yet he was 
not on a personal mission. He was using his car for the Army, and was trans- 
porting, at the time, three other soldiers. His vehicle was in every sense con- 
tributing as much to the occasion as were the many Army vehicles which were 
used to transport other soldiers attending this party. 

He had been issued a pass, by the Army, to attend this party and for no other 
reason. Had McQueen failed to attend this party, he would have violated the 
spirit for which this pass was issued. The attendance of this party was not per- 
sonal, but in the interest of the morale of the One Hundred and Sixty-ninth Chemi- 
cal Company, as well as all of the other soldiers attending, including McQueen 

Certainly, the War Department is not so naive as to have the Members of 
Congress believe that the Army had nothing to do with this party, when two bus 
loads of girls from the metropolitan area attended. The fact is that this party 
was arranged with the consent and advice of those in charge of Fort Hancock. 

The reasons for holding that Sergeant McQueen was acting with the scope 
of his employment as a soldier are much stronger than in those cases under the 
workmen’s compensation laws of the various States in which the questions of 
morale and good will are involved. The importance of the question of morale is 
considered in the case of Holst v. New York Stock Exchange (252 Appellate Division 
(N. Y.), p. 233), in which case it is reported, in part, as follows: 

“Claimant, a page employed by the New York Stock Exchange, was injured 
while playing upon a soccer team maintained by his employer. The opposing 
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team was recruited from employees of a corporation which conducts a chain of 
restaurants. 

‘‘The game was played after the hour when the exchange was closed for trading. 
Officials of the employer assisted in organizing baseball, soccer, and other athletic 
teams. The employees were encouraged to engage in these competitive athletic 
sports * * *. 

“We are not required to decide whether the employer was actuated by a belief 
that the venture was wise because of its advertising features, or because of the 
improved health or morale of the employees. The maintenance of the team was 
a matter of business, not of charity or benevolence.”’ 

In the case of Kenney v. Lord & Taylor (254 New York Reports, p. 532), 
claimant was employed as a saleswoman in the defendant’s department store. 
On the day of accident, the defendant gave to its employees a dinner in its build- 
ing after which there was dancing. The claimant was injured while dancing. 
Her accident was held to have arisen out of and in the course of her employment. 

The question of morale was discussed in the case, Piusinski v. Transit Valley 
Country Club (259 App. Div. (New York), affirmed in 283 N. Y. Rep., p. 674). 

The claimant was employed as a golf caddy. He was injured while engaged in 
a practice game with other caddies, and as a result of such injury lost an eye. 
The sole question presented was whether the accident arose out of and in the 
course of his employment. The court said: 

‘“* * * although not required to play, a fair inference of fact may be drawn 
from the evidence that he and other caddies were encouraged to play each Monday 
morning. Such practice was not only for their own amusement but tended to 
make them more efficient caddies * * *,” 

The question was again discussed in the case of Fagan v. Albany Evening Union 
Co. (261 App. Div. 861 {New York)). The deceased was 12 years of age and was 
employed as a route boy selling newspapers. A carrier boys’ picnic was held at a 
lake. This picnic was arranged by the manager of the branch office in which the 
deceased had been employed, and the boys were carried to the picnie grounds by 
trucks of the employer. The boys were told in advance that they were going to 
have hot dogs and soda, and there was going to be swimming. Upon arriving at 
the picnic grounds, they played ball, partook of refreshments, and were permitted 
to swim in the lake or hire a boat. The deceased was one of several boys who went 
swimming and was drowned. The court said: 

“* * * Tt is obvious that the picnic was one of the activities maintained by 
the emplover for the purpose of developing better service and greater interest on 
the part of the newspaper carriers and for its own ultimate benefit.” 

And the attendance at this party by Sergeant McQueen and other soldiers 

ras for the purpose of increasing their morale which was for the ultimate benefit 
of his employer. Certainly, if the claimants in the above-cited cases were con- 
sidered to be furthering the interest of their employer, in playing soccer, in 
dancing, and in swimming at a picnic, how can the War Department contend 
that McQueen was not furthering the interest of the Army at the time of the 
accident? 


POINT 3. THE WAR DEPARTMENT IN ITS REPORT TO THE CHAIRMAN OF THE COM- 
MITTEE ON CLAIMS FAILED TO STATE ALL OF THE FACTS IN ITS POSSESSION TO 
ENABLE THE COMMITTEE TO PROPERLY CONSIDER H. R. 79, SEVENTY-NINTH 
CONGRESS. 


The War Department failed to submit to the Committee on Claims: 

1. The complete investigation which was made immediately following accident. 

2. To include photographs which were taken on two different occasions on 
January 21, 1944. 

3. Failure to furnish photograph of McQueen’s car, which was promised to the 
police department by Captain Gillaspey, claims officer, in return for the release 
of MecQueen’s car. Incidentally, Captain Gillaspey did not keep his promise 
in furnishing the Middletown police with the said photograph, although he secured 
the release of the car on his promise to do so. 

4. Failure to give the origin of the fund@s which paid for the party, the com- 
mittee which organized the party and who arranged for the two busloads of girls 
who attended the party. 

5. Failure to state who authorized the food for the party and who authorized 
the food transferred from the Army kitchen of Fort Hancock to the party at 
Balbach’s. 

6. Failure to state who authorized the trucks and other vehicles of the Army 
for transporting the soldiers to the party at Balbach’s. 
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The War Department seems to base its contention of opposition to the bill 
herein upon the statement of MeQueen and others who were riding with him, all 
of whom were involved in this accident. The statement of William Baibach, as 
reported in affidavit of Alfred Flynn, follows: 

“That some 200 to 250 soldiers attended the dinner and dance. * * * 
That the occasion was in celebration of a company which soon expected to leave 
Fort Hancock. That this affair was attended also by two busloads of giris. * * * 

“That the soldiers were transported from Fort Hancock to his establishment 
by means of Army trucks, Army cars, and private cars. That the soldiers fur- 
nished their own food for the dinner and that he had been informed that the 
soldiers had brought the food * * * from the Army canteen at Fort Han- 
cock: * * *,” 

Wherefore, it is respectfully submitted that the claimants were free from 
negligence and that the proximate cause was the negligence of Sergeant McQueen, 
who at the time was acting within the course of his employment as a soldier; 
and the defeat of H. R. 796, Seventy-ninth Congress, a bill for the relief of the 
estate of James Patrick Hackett and for Charles L. Stover, would constitute a 
grave miscarriage of justice. 

Respectfully submitted. 

CarLTon A. WALLS, 
Altorne y for Claimants. 
New York 7, N. Y. 
Dated April 3, 1945. 


STATE or NEw JERSEY, 
County of Monmouth, ss: 

I, Charles L. Stover, being duly sworn, depose and say that: 

I reside at Ohio Avenue, East Keansburg, N. J., and am 47 years of age, being 
born on May 15, 1896. 

I am a painting contractor by occupation and a veteran of World War I. 

I and Patrick Hackett, deceased, formerly of 199 Ohio Avenue, East Keans- 
burg, N. J., and with whom I was friendly for a number of vears, attended a 
shuffleboard tournament on Thursday evening, January 20, 1944. This tourna- 
ment was held at Al’s Bar and Grill, located at Palmer Avenue and Route 36, 
Keansburg, N. J. Your deponent had never before seen a shuffleboard tourna- 
ment and was anxious to see this one. The deceased and I arrived shortly after 
8 p. m. and left to go home after the tournament, which was about 1:45 a. m. 
Your deponent and the deceased were sober throughout the entire evening. As 
we were about to leave to go home, Mr. Marze, who was busy at the moment, 
suggested that if we waited a short while he would drive us home, but we stated 
we would walk. 

We were walking home in a southerly direction on Route 36 and had proceeded 
about one-fourth of a mile when we were run down by an automobile. We were 
walking on the extreme right side of the right Tarvia shoulder, when my attention 
was attracted by the reflection of a light through my legs, which reflection came 
from behind me. I turned around and saw two headlights, which were about 
30 feet away and appeared to be coming at a high rate of speed directly at us. 
We tried to get out of the way, but we were unable to do so. I was knocked un- 
conscious and I recall asking someone to cover me up when I gained my senses. 
I was later taken to the Monmouth Memorial Hospital by ambulance. 

Route 36 consists of a cement paved road about 20 feet wide, that is, 10 feet 
for north-bound traffic and 10 feet for south-bound automobile traffic. On each 
side of the paved road for automobiles is a Tarvia shoulder approximatelv 12 feet 
wide on either side. To my knowledge automobiles are not allowed to drive on 
the Tarvia shoulders. That at the time of the accident I was able to see on foot 
a distance of about 15 to 20 feet. It was foggy and raining slightly, but it was not 
freezing on the road. 

I have suffered, as a result of this accident, the following injuries: to wit, a 
fracture of both bones of my right leg between my ankle and knee, a puncture of 
my right lung, a fracture of five ribs on my right side, a large lump on my forehead 
about the size of an orange, a cut on the back of mv head, multiple abrasions of 
my face, right knee, right leg, and body. I was severely shocked. 

Mr. Hackett was killed instantly, and I was informed he suffered a broken neck 
in this accident. 

That by reason of the injuries which I have sustained my expenses to date have 
amounted to $375.23 hospital, plus doctor’s bill. 
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Your deponent fully believes that he has lost, by reason of the disability which 
he has suffered as a result of this accident, the minimum weekly amount of $72 
and your deponent believes that he will continue to be disabled for about 1 year 
totally and thereafter partially for the rest of my life, as I am told by my hospital 
doctors that my ribs and leg will not heal strong enough to permit me to climb 
ladders as a painter. 

CHARLES L, STover, 

Sworn to before me this 9th day of March 1944. 


[SEAL] W. C. Jounson, Nolary Public. 


STATE OF NEW JERSEY, 
County of Monmouth, ss: 

I, Al Marze, being duly sworn, depose and say that: 

I reside at Palmer Avenue and Route 36, Keansburg, N. J. 

I am proprietor of an establishment known as Al’s Bar and Grill, located at 
Palmer Avenue and Route 36, Keansburg, N. J. 

There was a shuffleboard tournament at my establishment on January 20, 
1944, which was attended by a number of people, including the late Patrick 
Hackett and Charles L. Stover, both of East Keansburg, N. J. I was acquainted 
with Mr. Hackett and Mr. Stover. Both Mr. Hackett and Mr. Stover enjoyed a 
good reputation and were respected members of this community. 

During the course of the evening of the tournament, which was held on Janu- 
ary 20, 1944, I observed Mr. Hackett and Mr. Stover a number of times, and 
I can state with certainty that they were sober the entire evening. At about 
1:45 a. m., January 21, 1944, when the tournament was over and as Mr. Hackett 
and Mr. Stover were about ready to leave to go home, I told them to wait a few 
minutes and that I would drive them home. I was busy at the time and they 
said that they would walk, and they left. 

ALEXANDER MARZE, 

Sworn to before me this 8th day of March 1944. 


[SEAL] W. Jounson, Notary Public. 


SravTe OF New JERSEY, 
County of Monmouth, ss: 

I, Frank Markstein, being duly sworn, depose and say that: 

I reside at Ideal Beach, Keansburg, N. J. I was present on the evening of 
January 20, 1944, at a shuffleboard tournament held at Al’s Bar and Grill, located 
at Palmer Avenue and Route 36, Keansburg, N. J. 

I saw at this tournament the late Patrick Hackett and Mr. Charles L. Stover. 
I saw them during the course of the evening and I can state that they were 
entirely sober during the entire evening. 

I have known these men for a number of years and they enjoy in this community 
a good reputation. 

FRANK MARKSTEIN. 

Sworn to before me this 8th day of March 1944. 

{SEAL] W. C. Jounson, Notary Public. 


Strate or NEW JERSEY, 
County of Hudson, ss: 

I, Alfred Flynn, being duly sworn, depose and say that: 

I reside at 7 Skillman Avenue, Jersey City, N. J. 

I was present at Balbach’s Grill, located at 117 Carr Avenue, Keansburg, N. J., 
on January 30, 1944, when William Balbach, the proprietor of the aforesaid 
establishment, was interviewed about the engagement of his auditorium on Jan- 
uary 20, 1944, by soldiers from Fort Hancock, N. J. William Balbach, in my 
presence, made substantially the following statement: 

“That his auditorium was exclusively engaged for the evening of January 20, 
1944, by a committee of soldiers from Fort Hancock, N. J., who were acting for 
some company of soldiers of Fort Hancock. 

“That some 200 to 250 soldiers attended the dinner and dance at his auditorium 
on the evening of January 20, 1944. That the occasion was in celebration of 
a company which soon expected to leave Fort Hancock. That this affair was 
attended also by two busloads of girls. He was informed they came from Newark, 
N. J., and Brooklyn, N. Y. 
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“That the soldiers were transported from Fort Hancock to his establishment by 
means of Army trucks, Army cars, and private cars. That the soldiers furnished 
their own food for the dinner and that he had been informed that the soldiers had 
brought the food, including some 20 to 25 chickens, bread, etc., from the Army 
kitchen at Fort Hancock 

“‘That he refused to rent his auditorium to the soldiers unless there were Army 
officers present to supervise, and that there were on the said evening a number of 
Army officers present. He stated that the party was over about midnight or 
shortly thereafter.” 

ALFRED FLYNN 

Sworn to before me this 16th day of March 1944 

[SEAL] Jacop Kozmor, 

Notary Public of New Jersey 

My commission expires May 8, 1944. 


SratTe oF NEw JERSEY, 
; County of Hudson, ss: 

I, Thomas H. Hackett, being duly sworn, depose and say that: 

I reside at 850 Newark Avenue, Jersey City, N. J. 

I was present at Balbach’s Grill, located at 117 Carr Avenue, Keansburg, N. J., 
on January 30, 1944, when William Balbach, the proprietor of the aforesaid 
establishment, was interviewed about the engagement of his auditorium on 
January 20, 1944, by soldiers from Fort Hancock, N. J. William Balbach, in 
my presence, made substantially the following statement: 

“That his auditorium was exclusively engaged for the evening of January 20, 
1944, by a committee of soldiers from Fort Haneock, N. J., who were acting for 
some company of soldiers of Fort Hancock. 

“That some 200 to 250 soldiers attended the dinner and dance at his auditorium 
on the evening of January 20, 1944. That the occasion was in celebration of a 
company which soon expected to leave Fort Hancock. That this affair was 
attended also by two busloads of girls. He was informed they came from Newark, 
N. J., and Brooklyn, N. Y. 

“That the soldiers were transported from Fort Hancock to his establishment by 
means of Army trucks, Army cars, and private cars. That the soldiers furnished 
their own food for the dinner and that he had been informed that the soldiers had 
brought the food, including some 20 to 25 chickens, bread, ete., from the Army 
kitchen at Fort Hancock. 

“That he refused to rent his auditorium to the soldiers unless there were Army) 
officers present to supervise, and that there were on the said evening a number of 


Army officers present. He stated that the party was over about midnight, or 
shortly thereafter.” 

I was again present in William Balbach’s establishment on March 8, 1944, wher 
he was asked to give a statement in affidavit form covering the above facts He 
refused to do so on the ground that it might jeopardize his busines That it was 
a statement that might involve the soldiers of Fort Hancock, N. J., and they could 


ruin his business. 
Tuomas H. Hacket 
Sworn to before me this 16th day of March 1944. 
[SEAL] Jacop Kozmor, 
Votary Public of New J¢ 


My commission expires May 8, 1944. 


STATE OF NEW JERSEY, 
County of Hudson. ss: 


I, Mrs. Annie Hackett, being duly sworn, depose and sav that 


I presently reside at 59 Skillman Avenue, Jersey City, N. J I am the vful 
widow of the late Patrick Hackett and we formerly resided at 199 Ohio Avenue 
Kast Keansburg, N. J. This was the first marriage for me and it was the first 
marriage for my late husband. We have three children living: Thomas H, 


Hackett, born April 10, 1912, and resides at 850 Newark Avenue, Jersey City, 
N. J.; a daughter, Mrs. Anna Hackett Byrd, born May 17, 1914, and residing 
at 79 Crescent Avenue, Jersey Citv, N. J.; and a second son, Corp. Edward J. 
Hackett, Company A, One Hundred and Fightieth Eng. Hv. Pon-Rr APO 0192 
care of Postmaster, New York. 


S. Rept. 364, 82-1——2 
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I am 56 years of age and was born on February 11, 1888. My husband was 
born on February 5, 1888. 

My late husband left home on the evening of January 20, 1944, in a state of 
good health, to attend a shuffleboard tournament held at Al’s Bar and Grill in 
Keansburg, N. J. I never saw him alive after his departure for the tournament. 

The occupation of my late husband was that of a steam fitter. He worked at 
this trade both as a contractor for himself and as an employee for others. He has 
been quite busy and had, within the year, worked at his trade at the Philadelphia 
Naval Base, Bayonne Naval Base Shipyard, and at other places and for other 
employers. He averaged in weekly wages about $75. 

My late husband was buried in Jersey City and the funeral expenses were $300. 
I was solely dependent upon my late husband. He gave me $40 to $50 per week 
formy support. [am disabled and am without any means of support. 

Mrs. ANNIE HACKETT. 

Sworn to before me this 16th day of March 1944 

[SEAL] Jacorn Kozmor, 

Notary Public of New Jersey. 

My commission expires May 8, 1944. 


WILLIAM ScHLEMM, INC 
FUNERAL DIRECTOR 
Union City, N. J., January 31, 1944. 
Mr. THomas Hackett. 
For funeral of James P. Hackett: 


Professional services: Casket, name plate, use of chapel, outside box, 
Crucifix, candles, hearse, and auto locally $150. 00 


Cash outlay items: 


Services at Belford 35. 00 
temoving remains from Belford 21. 00 
Undergarments and hose 2. 50 
Porters 12. 00 
Jersey Journal 7. 20 
Mass offering 15. 00 
Gratuity at cemetery 1. 00 | 
Opening grave 18. 00 
Use of grass and device 8. 00 | 
Care of grave 6. 00 
Additional auto 10. 00 
Total cash outlay 135. 70 
Grand total 285. 70 
Paid on account Jan. 23, 1944 100. 00 
Balance due 185. 70 


February 5, 1944, paid in full. 
WILLIAM ScCHLEMM, IN« 


Summar Claims of the estate of James P. Hackett and Charles L. Stover 
4 J 


Estate of James Patrick Hackett: 


For funeral expenses 2985, 70 
Death claim 39, 522. 60 
Total 39, 808. 30 


Charles L. Stover: 


To Monmouth Memorial Hospital 623. 78 
To Dr. N. 5. Ransohoff 652. 00 
Loss in wages 2, 520. 00 
Disability claim 26, 400. 00 


Total_- 30, 195. 78 
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Dr. Nicwouas 8S. RANSOHOFE 


Lone Brancu, N. J., April 26, 19 
To: Charles Stover. 
For professional services rendered, Dr. Nicholas 8. Ransohoff 


Jan. 21—Apr. 20, 1944 


Original visit $10 
89 visits at $3 : 267 
Application of traction 90 
Application of 4 long-leg casts at $75 each 300 
Application of Monsum hammer 25 

Total 652 


MonmoutH Memoriau Hospiral 


Lone Brancnu, N. J., April 26, 1944 
Mr. Charles Stover, to services rendered: 


Board and nursing, Jan. 21—Apr. 20: 7 days at $5.50; 83 days at 


$5.25 $474. 25 
Operating room tray 2. 50 
Plasma 50. 00 
X-rays: 6, at $15; $12; $7; $7 116. 00 
Laboratory work 5. 50 
Miscellaneous plasters, $9.60; drugs, $3.93; crutches, $2 15. 53 

Total charges 663. 78 
Less plasma credits 10. 00 

Balance due 623. 78 


STATE OF NEw YORK, 
County of Ne Ww York, ss 

William A. MeQueen, being duly sworn, deposes and says that 

1. I am 28 years of age and reside at 300 Main Street, White Plains, N. \ 

2. I was in the Army of the United States from May 28, 1941, to October 3 
1945, on which date I was honorably discharged 

3. In January of 1944 I was at the Army Experimental Station of Fort Han 
cock, N. J. Col. Hilton H. Railey, Infantry, was my commanding officer ly 
rank was that of staff sergeant. 


4. On January 20, 1944, Colonel Railey requested me to represent him at a 
farewell party which had been officially arranged for one of the units of his com- 
mand, the One Hundred and Sixty-ninth Chemical Company, at Balbach’s Aud 
torium in Keansburg, N. J., on the evening of January 20, 1944 At that ti 
was Colonel Railey’s acting top-ranking sergeant, and he told me that he was 


inable to be present because of an appointment in New York 

5. I had been invited to attend this party by some of the enlisted 
One Hundred and Sixty-ninth Chemical Company, but would not have atte 
if Colonel Railey had not asked me to do so. 

6. On March 13, 1944, I made the statement: “I had not been assigned 
military duty nor was I performing any military employment at the time of 
accident.”’ It is my present belief that at the time of the accident on Januar 
21, 1944, when James P. Hackett was killed, and Charles Stover 
was acting in the course of my duty as a soldier, and the foregoing state 
mistaken conclusion; and that I was erroneously advised at the time by the officer 
who secured the statement. 

7. I was obliged to use my own car because my duties at headquarters pre 
vented my leaving at the time when other members of the command were trans 
ported in Army vehicles, which, at this period in the development of Colon 
Railey’s command, were in any event insufficient for the requirements of such ar 
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occasion. Other private cars were used by other individual officers and soldiers 
who represented Colonel Railey at this farewell affair to the One Hundred and 
Sixty-ninth Chemical Company. 
Witiuiam A. McQueen. 
Sworn to before me this 22d day of January 1948. 


[SEAL] Eva M. Scism, 
Notary Public, State of New York. 
Commission expires March 30, 1949. 


State or NEw York, 
County of New York, ss: 

1, Hilton H. Railey, being duly sworn, depose and say that: 

1. 1am a colonel of infantry in the United States Army Reserve, and am assist- 
ant to the president of the Greater New York Fund, with offices at 11 West 
Forty-second Street, New York, N. Y., and reside at 110 East Seventeenth Street, 
New York, N. Y. 

2. On January 20, 1944, I was the commanding officer of certain top-secret 
combat units at Fort Hancock, N. J., with the rank of lieutenant colonel, General 
Staff Corps, in the Army of the United States. In this assignment I commanded, 
in addition to certain headquarters complements, the One Hundred Sixty-ninth 
Chemical Company. 

3. On the evening of January 20, 1944, at Balbach’s Auditorium in Keansburg, 
N. J., an officially sanctioned farewell party had been arranged for the One 
Hundred Sixty-ninth Chemical Company, since this unit was about to depart from 
Fort Hancock. In normal circumstances, and had I not been otherwise officially 
engaged, | should have attended as its commanding officer. 

4. Unable to be present, I informed certain of my officers, and all of my top- 
ranking noncommissioned officers, including Staff Sgt. William A. McQueen, 
who, at the time, was the acting top-ranking noncommissioned sergeant of my 
command, that I would “appreciate’’ their attendance at the farewell to the 
One Hundred and Sixty-ninth Chemical Company in order that I might be 
appropriately represented. 

5. Sergeant McQueen, in addition to the other officers and noncommissioned 
officers, complied. It is my considered view that while my desire in this matter 
had been most informally expressed, it could well have been construed by the 
officers and men involved, including Sergeant McQueen, as a polite command, 
and, therefore, that these officers and men may well have construed their attend- 
ance, apart from their personal affection and ties with the outgoing troops, as a 
matter in line of duty. 

6. My authority, as commanding officer of the Army experimental station 
and of the One Hundredth and Sixty-ninth Chemical Company, embraced the 
authorization of officia| transportation of the soldiers of my command for attend- 
ance at this officially sanctioned affair, and I did so. At this particular period in 
the development of my command, however, we had not received our full quota 
of Army vehicles, and were, therefore, unable to supply the number required for 
the transportation of my headquarters troops. In these circumstances, Sergeant 
McQueen may have felt obliged to use his own private vehicle in the discharge of 
a politely expressed desire which he may well have construed as a command. 

Hitton H. Ratey, 
Colonel, Infantry Reserve, 0127454. 


Sworn to before me this 21st day of January 1948. 
[SEAL] Haroup C. Francis, Notary Public. 
Commission expires March 30, 1948. 


War DEPARTMENT, 
Washington, D. C., July 28, 1944. 
Hon. Dan R. McGueeg, 


Chairman, Committee on Claims, House of Representatives. 


Dear Mr. McGuee: The War Department is opposed to the enactment of 
H. R. 4963, Seventy-eighth Congress, a bill for the relief of the estate of James 
Patrick Hackett and for Charles L. Stover. 

This bill would authorize and direct the Secretary of the Treasury “to pay 
* * * the sum of $39,808.30, to the estate of James Patrick Hackett; to pay 
the sum of $30,195.78 to Charles L. Stover, East Keansburg, New Jersey * * * 
in full settlement of all claims against the United States on account of personal 
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injuries, medical and funeral expenses sustained when they were struck by a 
United States Army vehicle while they were walking on 
New Jersey, on January 21, 1944’’. 

On January 21, 1944, at about 1:50 a. m., a model 1933 Chevrolet coupe, owned 
and operated by Sgt. William A. McQueen, Army Experimental Station, Fort 
Hancock, N. J., in which four other noncommissioned officers of the same organ- 
ization were riding as passengers, was proceeding southeast on Route No. 36 in 
Keansburg, N. J., at a speed estimated at 15 miles per hour. There was a heavy 
fog at the time, and visibility was exceedingly poor. The enlisted men were on 
authorized passes from their organization, and were returning to Fort Hancock 
from Keansburg after having attended, as guests, a party given for and by the 
enlisted men of the neighboring One Hundred and Sixty-ninth Chemical Company, 
Fort Hancock, N. J. At the same time James Patrick Hackett and Charles L. 
Stover, of East Keansburg, N. J., were walking in the same direction on the edge 
of the right half of the concrete pavement, and partly on the Tarvia shoulder, 
with their backs toward Sergeant McQueen’s car. The two pedestrians loomed 
up through the fog directly in front of Sergeant McQueen’s vehicle, and before 
McQueen could apply his brakes his automobile struck the civilians, 
them to the pavement. 

As a result of the accident, Mr. Hackett sustained injuries from which he died 
a few minutes later, and Mr. Stover received severe personal injuries. Mr. Stover 
was removed from the scene of the accident, by ambulance, to the Monmouth 
Memorial Hospital, Keansburg, N. J., remaining there for an undisclosed period 
of time. 

On March 13, 1944, Sgt. William A. McQueen submitted the following affidavit: 

“On January 20, 1944, I was invited by some enlisted men of the One Hundred 
and Sixty-ninth Chemical Company to go to a party at Keansburg, N. J. I left 
Fort Hancock in my personal car at about 8:30 p. m., with Sergeant Holland, 
Sergeant Zedalis, and Sergeant Buttino. We arrived at Balbach’s Auditorium 
between 9:30 and 10 p. m. Refreshments were served, ‘and I had three or four 
beers. 

“When I left the party, Sergeants Holland, Zedalis, Buttino, and Mohritz 
came with me, and we started out for Fort Hancock in my car about 1 a. m. 

“The weather was extremely foggy, and visibility was very poor. I was only 
able to see about 5 feet in front of me. When I reached the main road, I used the 
center white line as a guide, and proceeded very slowly, at about 15 miles per hour. 

‘* After a few minutes of driving, two forms suddenly loomed in front of the ear. 
They were walking on the road in the same direction in which I was driving, 
with their backs toward me. The car struck the men almost at the same moment 
I saw them, and there was no opportunity to apply the brakes. I immediately 
stopped the car, and Sergeant Holland, Sergeant Mohritz, and myself got out 
and went back, and found the men lying in the road. One man was unconscious, 
and the other was injured. Sergeant Mohritz and I left Sergeant Holland with 
the two men, and went back to my ear, and drove off to get assistance. About a 
quarter of a mile up the road, I stopped at Brownie’s Lunch Wagon. I looked up 
the telephone number of the nearest hospital in the telephone book, while Sergeant 
Mohritz was getting the operator. After the sergeant told me that an ambulance 
was on the way, I left the other men at the diner to direct the ambulance, and I 
ran back to the scene of the accident. We made no attempt to move them, but 
waited for the ambulance, which arrived about 20 minutes later, along with the 
police. 

‘After the police completed their investigation, they drove Sergeant Mohritz, 
Sergeant Buttino, and myself to the Middletown police station for questioning. 
Sergeant Mohritz and Sergeant Buttino were released and driven back to Fort 
Hancock after questioning. I was held, pending the arrival of officers from my 
company, whom I had requested be notified. Upon their arrival, I was released 
in their custody, pending a hearing which was to be held the following night. 

“‘T had not been assigned any military duty nor was | performing any military 
employment at the time of the accident.”’ 

One of the enlisted men, Sgt. Kenneth J. Mohritz, who was a passenger in the 
automobile involved in the accident, made the following sworn statement of 
March 13, 1944: 

‘“‘T received an invitation from some of the enlisted men of the One Hundred 
and Sixty-ninth Chemical Company, Fort Hancock, N. J., to attend a party 
they were giving at Keansburg, N. J., on January 20. I went to the party ina 
civilian car, owned and driven by a Mr. Collins. I had some food, and a few 
beers at the party, and after it was over, I stayed a while to help clean up the hall. 


toute 35, Middletown, 


throwing 
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**T rode home in Sergeant McQueen’s car, a black 1933 Chevrolet coupe. It 
was very foggy out, consequently we drove very slowly. I was sitting in the 
front seat with Sergeant Holland, and Sergeant McQueen was driving. Glancing 
at the road once in a while, I could see that Sergeant McQueen was following the 
center line of the road as a guide, as it was about the only thing we could see to 
follow. I was talking to Sergeant Holland, when I suddenly heard a loud bump; 
I did not see what we had hit. We immediately got out of the car to investigate. 
Two figures were lying in the road, and they both appeared to be badly hurt, 
so we figured the best thing to do would be to get to a phone and call for an ambu- 
lance. Sergeant Holland stayed behind with the two men, while the rest of us 
drove until we reached a diner. I called on the telephone for an ambulance and 
waited for it to arrive, so I could direct it to the scene of the accident. In the 
meantime, Sergeant McQueen had gone back to where the accident had taken 
place. 

“At the time of the accident I was on pass, and was not performing any official 
military duties.” 

On March 13, 1944, Sgt. Arthur J. Holland, another passenger in the Chevrolet 
coupe driven by Sergeant McQueen, made the following sworn statement: 

“On the night of January 20, 1944, I was present at a party given by the en- 
listed men of the One Hundred and Sixty-ninth Chemical Company, at Balbach’s 
Recreation Hall, Keansburg, N. J. I had come to the party with Sergeant 
McQueen, in his car, arriving at approximately 9:30 p. m. Refreshments were 
served in the form of sandwiches, chicken, coffee, and beer. There was also 
dancing and entertainment. I had several glasses of beer. 

“After the party was over, we started back to the post in Sergeant McQueen’s 
car. There were Sergeant McQueen driving, Sergeants Mohritz, Zedalis, But- 
tino, and myself as passengers. 

“It was very foggy, and Sergeant McQueen was proceeding at a slow rate of 
speed, in his proper lane of traffic. Sergeant Mohritz and I were chatting, when 
a sudden thud made us aware that we had struck some object. Neither Sergeant 
Mohritz nor I had been looking directly ahead at the moment, and therefore 
did not know what we had hit. Sergeant McQueen exclaimed, ‘We hit some- 
body walking on the road.’ We got out to investigate, and found two men lying 
in the road. One of them was unconscious, and the other appeared to be hurt 
badly. I volunteered to stay with the two men while Sergeant McQueen and the 
others went for help. A few minutes later, Sergeant McQueen came running 
back, saying that an ambulance was on the way. The ambulance arrived shortly 
afterwards, and the proper authorities took over. 

‘‘Neither I nor any of the men present at the time of the accident were on any 
assigned military duty, nor were we acting in any official military capacity at the 
time.’ 

The affidavits of the other two enlisted men, Sgts. Alphonse C. Zedalis and 
Hugo E. Buttino, who were passengers in the McQueen car, and who were riding 
in the rumble seat, substantiate the sworn statements of Sergeants McQueen, 
Mobhritz, and Holland. 

The records of the War Department contain no evidence relating to the burial 
expenses incident to the death of Mr. Hackett, or to the medical and hospital 
expenses incident to Mr. Stover’s injuries. 

An extract from a letter and statement, dated February 10, 1944, from Carlton 
A. Walls, of New York, N. Y., attorney for the next of kin of Mr. Hackett, and 
for Mr. Stover, reads as follows: 

“The deceased is survived by a disabled widow, Mrs. Anna Hackett, and 
three adult children. Mr. Stover is the sole support of his wife and one minor 
child. The nature of Mr. Stover’s injuries will cause him to be disabled for a 
long period of time, if not permanently so. * * * 

“Charles L. Stover made, in substance, the following statement while still 
confined in the Monmouth Hospital (Memorial), Long Branch, N. J.: 

“That he and Patrick Hackett, deceased, had attended a shuffleboard tourna- 
ment on Thursday evening, January 20, 1944, which was held at Al’s Bar and 
Grill, located at Palmer Avenue and Route 36, Keansburg, N. J. That they 
were walking home in a southerly direction on Route 36 when they were run 
down by an automobile. That they were walking on the extreme right side of 
the Tarvia shoulder, when Mr. Stover’s attention was attracted by a reflection 
of a light through his legs, which reflection came from behind him. He turned 
around and saw two headlights about 30 feet away, and coming at a high rate 
of speed directly at them. They tried to get out of the way, but were unable to 
do so. He (Mr. Stover) was knocked unconscious. He recalls asking someone 
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to cover him when he came to and he was later taken to the Monmouth Memorial 
Hospital by ambulance. 

“That he is 48 years of age, 5 feet 11 inches tall, weight 145 pounds, a painting 
contractor by occupation, a veteran of World War I, and resides at Ocean Avenue, 
East Keansburg, N. J. 

“That at the time of the accident visibility on foot was about 15 to 20 feet. 
It was foggy and raining very slightly. It was not freezing on the road. 

* * * * * * * 

“Dr. R. Demaree, intern of the Monmouth Memorial Hospital, permitted me 
to copy the following from the original chart of Mr. Charles L. Stover, which is 
only a part of the record: 

““On admission temperature 98.8; on second day temperature 103.2; given 
sulfadiazine for 8 days and on tenth day temperature 99.2. Blood pressure 
82/50 (shock). 

‘Diagnosis: Complete comminuted fracture of both bones of the tibia and 
fibula 3 inches above ankle; immobilized with pin through oscalsis and traction 
applied. Pretty good alinment and apposition. There is no overriding; slight 
displacement of lower fragments to the outer side of upper but no eversion of 
angulation. 

“*Clinical diagnosis of fracture of three ribs on right side. (Unable to be move 
for taking X-rays of rib area.) Subcutaneous emphysema (punctured lung). 

““*Multiple abrasions of face, right knee, right leg, and laceration posterior 
scalp.’”’ 

No claim has been filed with the War Department growing out of this accident. 

The investigating officer in his report stated: 

“Sergeant McQueen was on pass and driving his personal car. He had at- 
tended a party organized by and for EM [enlisted men], off the post, and not 
supervised. Officers present were there as guests. * * * It is recommended 
claims, if filed, be disapproved. Reasons for recommendations: Acts not within 
scope of employment, and negligence of civilians involved was proximate cause 
of the accident.” 

The evidence fairly establishes that James Patrick Hackett and Charles L. 
Stover were negligent in walking upon the right-hand side of the paved width, 
or driven part of the highway, in the nighttime and during a heavy fog, instead 
of on the extreme left side of the road facing traffic. However, regardless of the 
question of negligence on the part of Mr. Hackett and Mr. Stover, it is the view 
of the War Department that since it is established that Sergeant McQueen was 
operating his privately owned automobile on a personal mission, while he was on 
an authorized pass, he consequently was not acting within the scope of his employ- 
ment as a soldier at the time of the accident. Under the circumstances it is clear 
that there is no basis for a claim against the United States by the personal repre- 
sentative of James Patrick Hackett for an award for the death of Mr. Hackett, 
or by Mr. Stover for damages for the personal injuries sustained by him. The 
War Department, therefore, recommends that the bill be not favorably considered. 

The fiscal effect of the bill is manifest. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
Henry L. Stimson, Secretary of War. 
Avuaust 6, 1948. 
Hon. ALEXANDER WILEY, 
Chairman, Committee on the Judiciary, United States Senate, 
Washington, D. C. 

My Dear Senator: This is in response to your request for the views of this 
Department relative to the bill (H. R. 5421) for the relief of the estate of James 
Patrick Hackett and Charles L. Stover. The bill passed the House of Repre- 
sentatives June 1, 1948. 

The bill would provide for the payment of the sum of $5,285.70 to the estate 
of James Patrick Hackett and the sum of $4,500 to Charles L. Stover, East 
Keansburg, N. J., in full settlement of all claims against the United States on 
account of personal injuries and medical and funeral expenses sustained as a 
result of an accident involving a United States Army vehicle. 

From the committee report concerning this legislation (H. Rept. No. 2049, 80th 
Cong.), it appears that on January 21, 1944, at approximately 1:50 a. m., a car 
owned and operated by a sergeant in the United States Army and in which four 
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other noncommissioned officers of the same organization were riding as passengers 
was proceeding southeast on Route No. 36 in Keansburg, N. J., at a speed esti- 
mated at 15 miles per hour. There was a heavy fog at the time and visibility was 
very poor. The enlisted men were on authorized passes from their organization 
and were returning from a party given for and by the enlisted men of a neighboring 
organization. At the same time, James Patrick Hackett and Charles L. Stover 
were walking in the same direction on the edge of the right half of the concrete 
pavement and partly on the shoulder with their backs to the car. When the two 
pedestrians loomed up in the fog directly in front of the vehicle and before the 
sergeant could apply his brakes, the car struck the civilians throwing them to the 
pavement. Asa result of the accident Mr. Hackett sustained injuries from which 
he died a few minutes later, and Mr. Stover received severe injuries which required 
hospitalization for a period of approximately 3 months. In a letter dated July 
28, 1944, from the Secretary of War to the Chairman of the House Committee 
on Claims, it was stated that the pedestrians were negligent in walking upon 
the right-hand side of the paved width or driving section of the roadway, in 
the nighttime and during a heavy fog, mstead of on the extreme left side of the 
road facing traffic. The Jetter further stated that regardless of the question of 
negligence on the part of the pedestrians, it was established that the sergeant who 
was driving the car was operating his privately owned automobile on a personal 
mission while he was oa an authorized pass and that consequently he was not acting 
within the scope of his employment as a soldier at the time of the accident. 
The Department of the Army observed that under the circumstances there was 
no basis for a claim against the United States for the personal injuries and death 
which resulted from the accident and that the War Department therefore recom- 
mended that the bill be not favorably considered. 

The Department of Justice concurs in the recommendation of the Department 
of the Army. 

The Director of the Bureau of the Budget has advised this Department that 
there would be no objection to the submission of the report. 

Yours sincerely, 
PEYTON Forp, 
The Assistant to the Attorney General. 


Tue Lrprary or CONGREss, 
Washington 25, D. C., June 5, 1950. 

To: Senate Judiciary Committee. 

Attention: Mr. George Green. 

From: American Law Section, Legislative Reference Service. 

Subject: Two pedestrians walking on shoulder of highway on foggy night and 
walking with traffic were struck by Army personnel on Government business. 
Were the pedestrians contributorily negligent under New Jersey law? 

Under the New Jersey Traffic Act pedestrians are required to walk on the left 
side of the highway facing wheeled traffic: 

“On all highways where there are no sidewalks or paths provided for pedestrian 
use, no pedestrian shall walk upon the right-hand side of the paved width, or driven 
portion of the highway, but he shall walk on the extreme left side of the road ap- 
proaching traffic.”” (Statutes Annotated (1939) sec. 39: 4-34.) 

In Hamilton v. Althouse (1935) (115 N. J. L. 248), citing Baker v. Fogg and 
Hires Co. (95 N. J. L. 230), the question was raised as to whether it was contribu- 
tory negligence on the part of the defendant to walk on the right side of the road 
with his back toward approaching traffic in violation of the Traffic Act. In the 
trial court the jury had held that this was not contributory negligence. On 
appeal, the court of errors and appeals held: 

“In any event, the failure of deceased to comply with it (the Traffic Act) did 
not amount to negligence per se. We, therefore, consider that under the facts 
of this case the jury was entitled to decide whether in the conduct of the decedent 
there was negligence which contributed to the accident and this would not be a 
question for the court.” 

The charge to the jury by the trial judge was held to be correct in the Hamilton 
v. Althouse case: 

“The young man who was killed is required to use the same care as the operator 
of the motor vehicle is; he is required to use that same care, and if he failed to do 
that, and his failure contributes in any degree to the accident, notwithstanding the 
fact that the defendant is guilty of negligence, if you should so find, then the plain- 
tiff cannot recover. 
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“If you find there was negligence, and that the young man who has passed on, 
contributed by his action, by his conduct, to the accident, then there can be no 
verdict for the plaintiff. 

“In considering the young man’s conduct, of course, you must consider every- 
thing that he did under the circumstances. Consider whether he used proper 
care and caution under the circumstances. It appears that he was walking on the 
right-hand side of the road, with cars approaching him in the rear. This is a 
matter to be considered.”’ 

In a similar case, in the Middlesex County Court of Common Pleas the jury 
found that walking on the right-hand side of the road with back to traffie did not 
make decedent contributorily negligent. On appeal in Mursky v. Brody (13 N. J. 
Misc. 725 (1935).) In this case weather conditions were unfavorable, and there 
was a certain amount of fog and light rain. The decedent was walking on the 
concrete on the right-hand side of the highway in the same direction as the traffic 
on that side of the highway. In upholding the trial court, the Supereme Court 
further said: 

“Tt is true that where there are no sidewalks, pedestrians are prohibited from 
walking on the right-hand side of the roadway, but are enjoined to walk on the 
left side facing approaching vehicular traffic. (Pamph. L. 1930, ch. 230; Cum. 
Supp. Comp. Stat. 1930, p. 1541, Sees. 179-715R (503).) The violation of the 
statute, however, is not per se negligence, nor is it necessarily a contributing 
cause of the happening. Baker v. Fogg & Hires Co., supra; see, also, Belperche v. 
Erie Railroad (111 N. J. L. 81; 166 Atl. Rep. 463.) The failure on the part of the 
decedent to obey the statutory provision is, under our cases, a circumstance 
from which negligence may be inferred, but nevertheless, the authorities just 
mentioned hold that whether or not such conduct on the part of the plaintiff is 
such negligence as contributed proximately to the harm complained of, is a matter 
for the jury’s determination rather than the court’s. This being so, the motion 
for the nonsuit urged on the ground of the contributory negligence of the decedent 
was properly denied.” 

Contributory negligence does not subject itseif to division into degrees since it 
is viewed as an entity regardless of extent of the contributory negligence.  \/c- 
Garvey v. Atlantic City & S. R. Co. (1940) (123 N. J. L. 281. 

In action by pedestrian for injuries sustained while walking at night time on 
or along a public highway when struck by an automobile operated by defendant, 
motorist’s negligence and pedestrians contributory negligence are for the jury 
Fario v. Johnson (1949) (5 N. J. Super. 311.) 

See annotated and classified cases showing amount of damages allowed in 
various cases at pages 249-251, New Jersey Statutes (1939) annotated (this 
volume being sent from Law Library at Capitol.) 

SAMUEL H. Sti, Jr. 
American Law Section, 


eo) 
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MORGAN FOODS CORP. 


yr 28 (legislative day, May 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 621] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 621) for the relief of the Morgan Foods Corp., having considered 
the same, reports favorably thereon, without amendment, and recom- 
mends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to pay the sum of $708.75 
to the Morgan Foods Corp., New York, N. Y., as the successor in 
interest to the Morgan Foods Co., in full settlement of all claims of the 
said Morgan Foods Corp., against the United States arising out of the 
delivery of 700 cases of corned beef hash to the Bureau of Federal 
Supply, Department of the Treasury, under contract No. TS-176, 
dated February 27, 1947. Such sum represents the difference between 
the original contract price and the amount actually paid to the Mor- 
gan Foods Co, 


STATEMENT 


On January 15, 1947, the Bureau of Federal Supply, Department 
of the Treasury, invited bids for the supply of 700 cases of corned 
beef hash; each case to contain six cans weighing approximately 6 
pounds per can. In response to that invitation the Morgan Foods 
Co. quoted a price of $13.1625 per case of 6% pounds per can, six cans 
to the case. Other bids varied from $10.75 to $20.70, per case, but 
it was determined that the Morgan bid of $13.1625 was the lowest 
received based upon the net weight of the supplies. Accordingly, 
the contract was awarded to the Morgan Foods Co. and delivery was 
made, in accordance with its accepted proposal, to the Bureau of 
Federal Supply on January 23, 1947. 
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Subsequent to this delivery by the Morgan Co., another bidder, 
Arthur L. Pierson & Co., protested the award on the ground that 
although its bid was $20.70 per case this figure pertained to a case 
of 12 cans weighing 5 pounds 12 ounces each, which in fact resulted 
in their bid being $5.6250 per case less than the bid accepted, con- 
sidering the net weight of the supplies. Investigation by Government 
officials proved this was true, although it had been overlooked pre- 
viously by at least three Gov ernment representatives. 

At this point in the situation, as it had thus developed, the Bureau 
of Federal Supply gave notice to the Morgan Co, that it had received 
the lower bid from the Pierson Co. and advised that the Morgan Co. 
could either remove the merchandise delivered or accept in payment 
therefor an amount equal to the Pierson bid. This action on the 
part of the Bureau was taken, presumably, upon the premise that the 
lower bid unqualifiedly established the price that could be paid in 
this instance for the merchandise delivered to the Government. 

Section 3709 of the Revised Statutes (41 U.S. C. Sec. 5) requires 
for the Government’s benefit that its contracts be made after public 
advertising. It has been stated, perhaps too broadly, that agents 
of the Government stand upon a different footing from private indi- 
viduals in the matter of advertising for the letting of contracts, that 
they have no discretion, and that they must accept the lowest or the 
highest responsible bid, or reject all and readvertise. See W. A. 
Scott v. United States (44 C. Cls. 524, 527 (1909).) 

However that may be, in the instant case the Bureau of Federal 
Supply, upon tardy discovery of a lower bid, did not act to reject the 
Morgan bid, but attempted to abrogate the executed contract or to 
impose, in the alternative, a lesser consideration for the completed 
performance of the contract. This was done despite the fact that 
the Morgan Co. was not at fault in any manner whatsoever. It may 
be observed also that this action on the part of the Bureau did not 
serve to ameliorate the effect of the mistake insofar as the Pierson Co. 
was concerned, and whatever right may have accrued to the Pierson 
Co. as a result of the oversight of its bid should have been considered 
entirely apart from the right of the Morgan Co. to payment of the 
full contract price, since the contract had then been completed. In 
addition, it may be observed that the Pierson bid was not entirely 
responsive to the invitation, since that bid was on the basis of a 12-can 
case while the invitation specified a 6-can case. On that basis alone, 
it was not entirely incumbent upon the Bureau to consider the Pierson 
bid in derogation of the good-faith performance of the contract by 
the Morgan Co. 

Nevertheless, in these circumstances, the Morgan Co., faced with 
an apparent ultimatum from the Bureau of Federal Supply, decided 
to accept the reduced payment proposed therein, but attempted to 
reserve the right to make a claim subsequently for the balance of the 
full contract price, amounting to $708.75. Thereafter, the Morgan 
Co. presented a claim for that amount, stating that— 

As there was considerable money involved, and it was impossible for us to 
move the merchandise to another customer promptly, we agreed to accept the 
money covering the lower bid price, without in any way jeopardizing our claim 
for the full amount. 

The claim was disallowed by the Office of the Comptroller General 
in an unpublished decision, B-69726, communicated to the Morgan 
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Foods Co. under date of November 4, 1947. In that decision the 
fact is noted that the mistake in awarding the contract to the Morgan 
Co. was solely attributable to the Government. The decision then 
continues in this manner: 


* * However, as indicated in the settlement of June 11, 1947, the 


i 


pro- 
visions of section 3709, Revised Statutes, as amended, are such as to r 


‘quire open 


competition and that contracts covering the needs of the Government shall be 
awarded only to the lowest responsible bidders. In this respect, it follows that 
the validity of a contract entered into on behalf of the United States is not neces- 
sarily for determination on the basis of the rules applying to contracts between 
individuals. See Scott v. United States (44 C. Cls. 524, 527). 


The Scott case concerned the right of a bidder to withdraw his bid 
after it and the other bids had been opened and made known to the 
bidder. The statement in the Scott opinion to which the Comptroller 
General apparently refers is as follows: 


The agents of the Government stand upon a different footing from private 


individuals in the matter of advertising for the letting of contracts in behalf of 
the United States. They have no discretion. They must accept the lowest or 
the highest responsible bid, or reject all and readvertise. Private individuals are 
not required thus to act. Hence it is apparent that Govern v 


nent agents should be 
silowed a reasonable time after the opening of bids before they are allowed to 

withdrawn, so they can be afforded opportunities to ascertain whether collusion 
or fraud had been perpetrated against the United States by the parties engaged 


in the bidding. * * * 


pe 


It appears, therefore, that the Scott case grants no authority to a 
Government agency to abrogate an executed contract or to impose, 
ex post facto, a provision for lesser consideration following accepted 
performance of the contract, in a case such as this. Furthermore, the 
Supreme Court has taken occasion to state that in general the United 
States as a contractor must be treated as other contractors under 
analogous situations. See l’nited States v. Standard Rice Co. (323 
U.S. 106 (1944)), and Hollerbach v. United States (233 U.S. 165 
(1914)). 

It is not surprising that here the private contractor chose to accept 
immediately the lesser sum and attempt to reserve a right to recover 
the balance later, for he was dealing with a formidable adversary in 
the Government. The Comptroller General, in the unpublished 
decision of November 4, 1947, previously referred to, relies on Board 
of Trustees of National Training School for Boys v. O. D. Wilson 
Company, Inc. (133 F. 2d 399 (App. D. C. 1943)), in support of its 
position that claimant legally could not reserve that right to seek the 
balance of the contract price at a later time. However, the cited case 
held only that a private contractor could not collect the full contract 
price and then repudiate the contract and recover as if there had been 
none; the court said the private contractor “could not acquire such a 
right by purporting to ‘reserve’ it.”” That is a completely different 
case than the one we have here, as the facts indicate. 

In any event, the Comptroller General relents from a legal stand- 
point with regard to this particular case, in view of the fact that 
responsibility for the mistake giving rise to the unfair result is charge- 
able to the Government alone, and has advised the Director of the 
Bureau of the Budget that his office is not required to object to pay- 
ment of this claim, for that reason. The Administrator of the General 
Services Administration likewise recognizes the equity in favor of the 
claimant, and recommends payment of the claim. 
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The committee, in view of the clear liability of the Government 
arising out of the peculiar circumstances of this case, concludes that a 
private relief bill is justified in order to furnish claimant the full 
amount of the contract price, which claimant was entitled to receive, 
and recommends favorable consideration of this bill (H. R. 621). 

Appended hereto and made a part of this report are the letter of 
the Comptroller General to the Morgan Foods Co., dated November 
4, 1947, and excerpts from a letter of the Comptroller General to the 
Director of the Bureau of the Budget, dated June 21, 1950, con- 
cerning this matter. Additional documents pertaining to this matter 
are contained in House Report No. 189, Eighty-second Congress, 
first session (1951), and are incorporated herein by reference. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington 25, November 4, 1947. 
MorGan Foons Co., 
€? East Ninth Street, New York 3, N. Y. 

GENTLEMEN: Reference is made to your letter of September 16, 1947, requesting 
review of settlement dated June 11, 1947, wherein there was disallowed your claim 
for $708.75, deducted in making payment for 700 cases of corned beef hash 
delivered to the Bureau of Federal Supply, Treasury Department, under contract 
No. TS—176 dated January 27, 1947. 

The record shows that on January 15, 1947, the Bureau of Federal Supply, 
Treasury Department, invited bids for the furnishing of 700 cases of corned beef 
hash, it being estimated that each case would consist of six cans weighing approxi- 
mately 6 pounds per can. In response to that invitation you quoted a price of 
$13.1625 per case. Other bids varied from $10.75 to $20.70 per case but it was 
considered that your bid was the lowest received based upon the net weight of the 
supplies. Accordingly, the contract was awarded to you and delivery was made 
in accordance with vour accepted proposal. Subsequently, it was discovered 
that one of the other bidders had based its bid price upon the furnishing of hash 
in cases of 12 cans each, whereas, in evaluating the bids, it was assumed that the 
bid covered deliveries in cases of only six cans each. Since this bid actually was 
$708.75 lower than the accepted bid, you were advised that the award had been 
made through mistake and that, as a result thereof, you had the alternative of 
taking back the merchandise or of being paid for it at the low bid price. The 
latter alternative was elected bv you but, after payment was received by you of 
the low bid price, vou presented a claim for the sum of $708.75, contending that 
vour agreement to accept the low bid price was made ‘‘without in any way 
jeopardizing our claim for the full amount.” 

In requesting review of the settlement of June 11, 1947, you state that it was 
through no fault of yours that your bid was accepted in error by the Bureau of 
Federal Supply; that vou were advised by the said Bureau that, after receiving 
payment of the low-bid price, you could then file a claim for an additional amount; 
and that “‘If we had purchased this material ourselves from a private company 
and had given them a bona fide order, we would not expect to be relieved from 
payment for same,”’ 

Of course, the mistake in awarding the contract to you was solely the responsi- 
bility of the Government. However, as indicated in the settlement of June 11, 
1947, the provisions of section 3709, Revised Statutes, as amended, are such as to 
require open competition and that contracts covering the needs of the Govern- 
ment shall be awarded only to the lowest responsible bidder. In this respect, it 
follows that the validity of a contract entered into on behalf of the United States 
is not necessarily for determination on the basis of the rules applying to contracts 
between individuals. See Scott v. United States (44 C, Cls. 524,527). Apparently, 
this fact was recognized by you and the Bureau of Federal Supply at the time you 
elected to accept payment for the supplies in question at the low bid price. Also, 
it appears that such election was considered by you to be the most economical 
since you admit that the supplies are not readily salable on the open market. 

With respect to the right which you may have reserved to file claim for the 
difference between the original contract price and the low bid price, for the 
reasons stated above, the arrangement finally agreed upon appears to have been 
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solely for your convenience and, under such circumstances, there is perceived no 
legal basis upon which this Office would be justified in authorizing payment of any 
part of the claim. 
Accordingly, the settlement of June 11, 1947, is sustained. 
Respectfully, 
Linpsay C. WARREN, 
Comptroller General of the United States. 


Excerpts from letter of Comptroller General to the Director of the 
Bureau of the Budget dated June 21, 1950. 


The claim was disallowed by settlement dated June 11, 1947, and the settle- 
ment was sustained in Office decision of November 4, 1947, to the claimant. 
This action was taken on the claim since the provisions of section 3709, Revised 
Statutes, as amended, are such as to require open compet ition and that contracts 
covering the needs of the Government shall be awarded to the lowest responsible 
bidders. W. A. Scott v. United States (44 C. Cls. 524,527.) Further, there appeared 
to exist a definite agreement to accept the low bid price and it was evident that 
the claimant legaliv could not acquire the right to make claim for an additional 
amount by purporting to reserve such right as of the time the said agreement was 
made. Board of Trustees of National Training School for Boys v. O. D. Wilson 
Company, Inc. (183 F. 2d 399.) 

However, in consideration of the fact that the award was made to other than 
the lowest bidder as a result of a bona fide unilateral mistake on the part of the 
agents of the Government and the doubt which necessaril as to whether, 
under the circumstances, the Bureau of Federal Supply, ury Department, 
had the legal right to require the claimant to accept the low bid price or, in the 
alternative, to remove the goods from the Government warehouse, this Office i 
not required to object to the payment of the claim for $708.75, as proposed in 


H. R. 7731, 
f) 
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JUDITH LEONE BANKS 


May 28 (legislative day, May 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 737] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 737) for the relief of the legal guardian of Judith Leone Banks, 


having considered the same, reports favorably thereon without amend- 
ment, and recommends that the bill do pass. 


PURPOSE 


The purpose of the bill is to pay the sum of $25,000 to the legal 
guardian of Judith Leone Banks, of Fort MacArthur, San Pedro, Calif., 
in full settlement of all claims against the United States (1) for com- 
pensation in the nature of damages for personal injuries sustained by 
the said Judith Leone Banks on November 17, 1947, when she was 
crushed under the wheels of a United States Army bus at Erlangen, 
Germany, and (2) for reimbursement of hospital and medical expenses 
incurred by reason of such injuries. 


STATEMENT 


Judith Leone Banks is the daughter of Elwyn P. Banks, an Ameri- 
can citizen, who at the time of the accident referred to in this bill 
was a civilian employee of the Army assigned to the Ninth Criminal 
Investigation Detachment at Erlangen, Germany. Judith, then 6% 
vears of age, attended the Dependents’ School at Erlangen. On 
November 17, 1947, at about 3:15 p. m., she bearded an Army school 
bus to return from the school to her home. She attempted to take a 
seat with the driver of the bus, but he suggested to her that, since 
she had ridden on the front seat on the preceding day, she let some 
other child ride there. She thereupon sat down with the other chil- 
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dren in the back part of the bus. Some time thereafter when the bus 
stopped and a child riding on the front seat got off Judith dismounted 
from the rear end of the bus and proceeded to the left front door and 
apparently tried to open it so that she could get onto the front seat 
with the driver. Being unable to open the door, she sat down on the 
narrow running board of the bus as it was about to start. Because 
of the size and height of the window the driver did not see her. When 
the bus started Judith screamed and upon hearing her the children 
on the bus attempted to get the conductor to have the driver stop the 
vehicle. The conductor, Ivan Szumko, a Ukrainian, could neither 
speak nor understand English, but finally grasped what the children 
were trying to tell him and signaled to the driver to stop. It appears 
that as the bus was coming to a stop Judith fell from the running 
board and that the left front wheel of the two sets of rear wheels 
of the bus ran over her body, inflicting very serious injuries. 

Immediately after the accident the child was lifted into the bus 
and taken to the base dispensary at Erlangen, Germany, and thence 
to the Three Hundred and Eighty-fifth General Hospital, Nuremberg. 

Medical and hospital expenses were incurred for the treatment of 
Judith Leone Banks subsequent to her discharge from the McCornack 
General Hospital in the amount of $543.75 ($500 fee of Dr. Ward M. 
Rolland, of Los Angeles, Calif.; and $43.75, bill rendered by the 
Orthopedic Hospital, Los Angeles). No charge appears to have been 
made for the treatment of her injuries at the two Army hospitals, 
except for subsistence in the amount of $44 ($1 a day) at the Three 
Hundred and Eighty-fifth General Hospital. 

The Secretary of the Army, in his report dated January 11, 1950, 
stated: 

The evidence in this case fairly establishes that this accident and the resulting 
injury of Judith Leone Banks were caused by the negligence of the conductor of 
the bus in failing to see that children who were passengers therein reached a place 
of safety before the bus moved; the negligence of the driver of the bus in permitting 
children to ride with him on the driver’s seat rather than in the part of the vehicle 
prepared for the transportation of passengers, where they could be supervised; 
and the negligence of Army authorities in failing, after furnishing a school bus 
for the transportation of dependent children, to provide qualified and responsible 
personnel to operate it. In view of her tender years, no negligence may be attrib- 
uted to the injured child. The Department is, therefore, of the opinion that 
Judith Leone Banks should be compensated in a reasonable amount for the 
injuries sustained by her in this accident. The proposed award of $50,000, stated 
in H. R. 4417, is excessive, but the Department would have no objection to the 
enactment of the bill if it should be amended to provide for an award for the 
benefit of Judith Leone Banks in the amount of $15,587.75 ($587.75 for medical 
and hospital expenses actually incurred; and $15,000 for personal injuries and 
permanent disability), which, it is believed, would constitute a fair and reasonable 


settlement of all claims against the United States arising out of her injury in this 
accident. 


The committee, in giving consideration to the bill, disagrees with 
the recommendation of the Department of the Army that the sum 
of $15,587.75 be appropriated for the relief of this child, and in agree- 
ment with the House, as well as taking into consideration a recent 
report from the doctor, is of the opinion that the sum of $25,000 
would not be excessive. 

The following excerpt from the departmental report indicates the 


extent of the claimant’s injuries, in addition to her permanent 
disability. 
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Diagnosis: (1) Fracture compound comminuted, multiple and desiccated 
ramus pubic left desiccated ramus pubis, right body of ilium left, complete, 
bilateral dislocation of both sacroiliac joints and of symphysis pubis. (2) Wound 
lacerated, perineum, severe, involving labia majora, right perineal body, vagina, 
anus and complete right ischiorectal fossa extending to entire outer aspect of 
inominate bone, right and sacrum. (3) Osteomyelitis, chronic, ilium, right, with 
sequestration and sinus tract formation, secondary to diagnoses 1 and 2, above. 
Improved. (4) Arthritis, suppurative, sacroiliac joint, right, secondary to 
diagnoses 1 and 2, above. Improved. (5) Ankylosis, right hip joint, secondary 
to diagnosis 1. 

The attending physician's office of the Capitol has advised the com- 
mittee that the injuries described above in medical terms indicate 
(1) a crushed hip that will result in this girl’s being a cripple for life; 
(2) permanent external and internal injuries that will prevent normal 
elimination; (3) a combination of internal and external injuries which 
will make it impossible for this girl ever to bear children; and (4) a 
future of repeated hospitalization and operative procedures with 
continual distress and pain. 

This claimant has no remedy under the Federal Tort Claims Act, as 
amended, revised, and codified, for the reason that the accident out of 
which this claim arose occurred in a foreign country. It is to be noted 
that exclusion of such foreign claims from the Federal Tort Claims Act 
was only intended to avoid situations where defense evidence might be 
unobtainable, and it is not considered by this committee as an expres- 
sion that no person injured through Government negligence in a for- 
eign land should be permitted to recover. 

Departmental reports and other pertinent information will be found 
in House Report No. 146 of the Eighty-second Congress, first session, 
which is included herewith by reference. 


O 
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May 28 (legislative day, May 17), 1951—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 1415] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 1415) for the relief of Gabriele Gildo Falvo Citrigno, having 
considered the same, reports favorably thereon without amendment 
and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to provide for the admission into the 
United States of the adopted minor child of citizens of the United 
States. The child would be considered to be a nonquota immigrant 
which is the status normally enjoyed by the minor alien children of 
United States citizens. 


STATEMENT OF FACTS 


The beneficiary of the bill was born on April 12, 1934, in Italy. 
His father died in 1935 and his mother remarried about a year later. 
Mr. and Mrs. Carmine Citrigno of San Jose, Calif., are citizens of 
the United States. Mrs. Citrigno is a sister of the boy’s deceased 
father and in 1948 while in Italy Mr. and Mrs. Citrigno legally adopted 
the child. 

A letter dated August 3, 1949, to the chairman of the Committee 
on the Judiciary of the House of Representatives from the Assistant 
to the Attorney General with reference to H. R. 1786, which was a bill 
introduced in the Eighty-first Congress for the relief of the same alien, 
reads as follows: 
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DEPARTMENT OF JUSTICE, 
OFFICE OF THE ASSISTANT TO THE ATTORNEY GENERAL, 
Washington, August 3, 1949. 
Hon. EMANvEL CELLAR, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


My Dear Mr. Cuarrman: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 1786) for the relief of 
Gabriele Gildo Falvo Citrigno. 

The bill would provide that notwithstanding the provisions of section 28 (m) 
of the Immigration Act of 1924, as amended, Gabriele Gildo Falvo Citrigno, an 
adopted child of Carmine Citrigno, a United States citizen, residing in San Jose, 
Calif., shall be granted a non-quota-immigration visa if otherwise admissible. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the beneficiary of this bill was born on April 12, 1934, in Italy. The 
boy’s father, Gabriele Falvo, died in 1935 while in the Italian military service. 
The mother, Mirabelli Rosario Falvo, remarried about a year later. Carmine 
Citrigno and Marietta Citrigno, of 1445 Fourth Street, San Jose, Calif., his adop- 
tive parents, are both naturalized citizens of the United States. Mrs. Citrigno is 
a sister of the boy’s deceased father, and while visiting in Italy in 1948 she and her 
husband legally adopted young Falvo in accordance with the adoption laws of 
Italy. Their adopted son is presently living with an aged grandmother who 
apparently is no longer able to take care of him. The mother and her second 
husband have three small childre of their own and, being in poor circumstances, 
have not assumed responsibility for Gabriele’s maintenance. The adoptive 
parents are sending approximately $20 a month and clothing to him in Italy. 

Mr. and Mrs. Citrigno have no children of their own and they desire to bring 
their adopted son to this country to live with them. The adoptive parents have 
shown net assets of $102,000 and friends have stated that in their opinion the 
couple are persons of excellent character and financially able to support their 
adopted son in the event he is permitted to enter this country. 

The quota of Italy, to which the alien is chargeable, is oversubscribed and a 
quota immigration visa may not be readily obtained. There are, however, many 
children similarly situated awaiting a quota number to come to the United States, 
and the facts presented in his case are not sufficiently impelling to justify prefer- 
ential legislation in his behalf. 

Accordingly, the Department of Justice is unable to recommend the enactment 
of the bill. 

Yours sincerely, 
PEYTON Forp, 
The Assistant to the Attorney General. 


Congressman Jack Z. Anderson, the author of the bill, submitted 
to a subcommittee of the Committee on the Judiciary of the House of 
Representatives the following translation of an adoption decree issued 
by the court of proper jurisdiction in Italy: 


Tue Lrprary or CoNGREssS, 
Washington 25, D. C., February 12, 1941. 


[Translation '] 


The Court of Appeals of Catanzaro, Section Minors, composed of Messrs. 
Rev. Dr. Giuseppe Mauro, First President; Dr. Giuseppe Scuteri, Counselor; 
Dr. Carlo Marini, Counselor; Dr. Luigi Corapi, Counselor; Dr. Giuseppe Cantafio, 
private individual; 

Having read the application of December 22, 1947, in which the married 
couple, Carmine Citrigno and Maria Falva, make request for the adoption of 
Gabriele Falvo; 

Having seen the attached documents and the certified copy of the Document 
of Consent and Assent, which convey the consent and assent of the person being 
adopted, the person adopting and his legal representative, and the respective 

arents ; 

' Havirg seen the information furnished by the carabinieri of Donnici as to 
existence of the moral requirements for the persons adopting, not merely the 
convenience of the adoption; 





1 Translated by Elizabeth Hanunian. 
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Having seen the favorable recommendation of the Attorney General; 

Having heard the Reporter; 

Deliberating in Council Chamber; 

Whereas all legal conditions having been met and all other essentials of the 
kind indicated fulfilled; 

Whereas the Falvo party may be considered as having fulfilled the minimum 
requirements constituting an exceptional circumstance as she has not yet attained 
the age of fifty (she is 49 years old); 

Having seen Articles 291, pr. capy. and 311 of the Civil Code, 35 D. A. 

Approves the adoption of Gabriele Gildo Falvo, son of Gabriele and Rosaria 
Mirabelli, born at Colosini on April 13, 1934, by Carmine Citrigno, son of Giovanni 
and Maria Filice, born at Donnici Inferiore, on November 6, 1895, and Maria 
Falvo, daughter of Angelo and Erminia De Vuono, born at Colosini on December 
25, 1898. 

Sent to the Clerk’s Office of this Court of Appeals for proper processing as 
provided by law. 

Catanzaro, January 2, 1948. The First President signed: Mauro; The Chief 
Clerk: signed Ruffo. Deposited today, December 23, 1948. The Chief Clerk: 
signed Ruffo. Registered at Catanzaro, on January [sic] 24, 1948, under No. 94, 
Vol. 153, Mod. III Atti Giud. Exactly L. 900. The First Attorney General-in- 
charge: signed Porretto. 

In true copy of the original, which exists in the archives of the office, issued at 
the request of the interested party for such use as deemed fit. Catanzaro 
December 27, 1948. 


The Carer CuierxK: Ruffo. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (H. R. 1415) should be enacted. 


O 
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May 28 (legislative day, May 17), 1951.—Ordered to be printed 


McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H, R. 1593] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 1593) for the relief of Charles E. Maulden, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to pay $7,500 to Mr. 
Charles E. Maulden, in full settlement of all claims against the 
United States for damages for permanent injuries sustained on 
April 24, 1943, when he was driving a bus which collided with a 
United States Army vehicle near Allenhurst, Ga. 


STATEMENT 


A similar bill in the Eighty-first Congress has received the endorse- 
ment of the Department of the Army. 

Claimant sustained permanent injuries as the result of an accident 
occurmg about 1 a. m. on April 24, 1943, involving an Army vehicle 
officially ~~ and a bus owned by the B. & M. Bus Service, Ince., 
Hinesville, Ga., operated by claimant on Georgia State Highway 
No. 38. Six of the passengers in the bus were killed and a number of 
others including claimant and his 12-year-old son were injured. A 
report dated August 15, 1950, from the Secretary of the Army, con- 
tained in House Report No. 352 Eighty-second Congress, first session, 
which is hereby incorporated in this report by reference, states in 
part: 

The evidence in this case fairly establishes that the accident of April 24, 1943, 
and the resulting injury of Charles E. Maulden were not caused by any fault or 
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negligence on his part, but were caused solely by the negligence of the driver of 
the Army truck in so operating such truck that the body thereof extended over 
the center line of the road. Under the circumstances it is the view of the Depart- 
ment of the Army that Mr. Maulden should be compensated in a reasonable 
amount for the damages sustained by him as a result of his injury in this accident, 

Claimant at the time of the accident was 41 years of age, married 
and the father of six children. His earnings then were $45 per week 
as a bus driver with trade experience as mechanic and carpenter. A 
report dated March 15, 1950, from a staff doctor at the United States 
Marine Hospital, Savannah, Ga., states that claimant then was not 
more than 20 percent disabled as a result of this accident. However, 
the same report reveals that claimant had become totally disabled 
sometime in 1946 and in November or December of that year under- 
went an operation on his back after which he wore a cast for 5 months 
and a steel brace for 1 year thereafter. It is apparent and it is so 
stated in said report that claimant was unable to perform any work 
during that time due to his inability to bend his back. 

Claimant’s affidavit supported by his employer’s affidavit, both 
dated December 1, 1949, reveals that his earnings then were $20 per 
week for doing light work as a mechanic, he being unable to earn more 
due to injuries sustained in said accident. 

The sponsor of this bill, in a letter dated May 4, 1951, to the 
chairman of this committee, states: 

Private Law 467, Seventy-eighth Congress and Private Law 226, Seventy-ninth 
Congress were passed to provide similar relief to others who were injured in the 
same accident. It is my understanding that Mr. Mauldin was more seriously 


injured than the other persons involved in the crash, and he is the only one for 
whom special relief has not been granted. 


In view of the relevations in the House report heretofore incor- 
porated herein by reference, and in consideration of the facts contained 
therein regarding age, responsibility, etc., of claimant, and loss of 
earnings, etc., which may reasonably be attributed to his injury, it is 
the feeling of the committee that compensation in the sum of $7,500 
is fair and reasonable, and therefore recommends favorable considera- 


tion of the bill. 


O 
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ELIZABETH SABOW 


May 28 (legislative day, May 17), 1951.—Ordered to be printed 


McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 1676] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 1676) for the relief of Elizabeth Sabow, having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill do pass. 

PURPOSE 


The purpose of the proposed legislation is to pay the sum of $20,000 
to Miss Elizabeth Sabow, Takoma Park, Md., in full settlement of 
all claims of said Elizabeth Sabow against the United States on 
account of severe personal injuries, resulting in permanent partial 
disability, sustained by her while she was in the service of the American 
National Red Cross, in a collision between the vehicle in which she 
was a passenger and an ambulance convoy of the United States Army 
on August 1, 1947, on the autobahn between Stuttgart and Heidelberg, 
in the vicinity of Karlsruhe, Germany. 


STATEMENT 


The claimant in this case was injured in Germany in an accident 
involving an Army vehicle while she was employed as a secretary with 
the American National Red Cross. 

The Department of the Army admits liability and that the claimant 
suffered such extensive injuries that she now has a permanent partial 
disability of 60 percent. 

The claimant was 44 years of age at the time of the accident. Her 
injuries, in part, consisted of (1) a fracture of the lower spine,which 
has never joined; (2) a broken pelvis, which has never healed; (3) two 
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fractured vertebrae, which as of January 1951 have not healed; (4) a 
moderate atrophy of the right leg muscles; (5) painful injuries to the 
veins of legs which might result in formation of blood clots and danger 
of coronary thrombosis. 

The report of the Army medical officers who examined her in January 
1951, states in part: 

The economic and social effect of her disability is severe. In my opinion she 
cannot perform work requiring prolonged standing or walking and could only 
perform more sedentary work such as working at a desk on a part-time basis. 


Socially, I would expect limitation of dancing and social visiting due to inability 
to sit for prolonged periods. 


The details concerning this accident as well as the extent of injuries 
of this claimant are contained in House Report No. 353 Eighty-second 
Congress, first session, and need not be reprinted here. 


O 
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; McCakran, from the Committee on the Judiciary, submitted 
- the following 


REPORT 


[To accompany H. R. 1854] 


The Committee on the Judiciary, to which was referred the bill 


(H. R. 1854) for the relief of Maria Roza Tarnowska, having con- 
sidered the same, reports favorably thereon without amendment and 
recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Maria Roza Tarnowska. The bill provides 
for an appropriate quota deduction and for the payment of the re- 
quired visa fee and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 51-year-old native and citizen of 
Poland who last entered the United States as a visitor on September 
18, 1948, following a 3-year residence in Brazil. She was an active 
member of the Polish underground during the last war and except for 
the fact that she resided in Brazil for 3 years prior to entering the 
United States she would be a displaced person within the meaning 
of section 4 of the Displaced Persons Act, as amended. She is pres- 
ently employed as a secretary by Dr. Roland M. Klemme, of St. 
Louis, Mo., who is an internationally famous brain and neurosurgeon. 

A letter dated September 13, 1950, to the chairman of the Com- 
mittee on the Judiciary of the House of Representatives from the 
Deputy Attorney General with reference to H. R. 5737, which was a 
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bill introduced in the Eighty-first Congress for the relief of the same 
alien, reads as follows: 
SEPTEMBER 13, 1950, 
Hon. EMaANvuEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuarrMan: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 5737) for the relief of Maria 
Roza Tarnowska, an alien. 

The proposed legislation would provide that, in the administration of the 
immigration and naturalization laws, the Attorney General is directed to record 
the lawful admission for permanent residence of the alien Maria Roza Tarnowska, 
St. Louis, Mo., as of the 18th day of September 1948, the date on which she 
last entered the United States temporarily as a visitor, if she is otherwise admissible 
under the provisions of the immigration laws. The measure also would direct the 
Secretary of State to instruct the quota-control officer to deduct one number 
from the Polish quota for the first year such quota is available. 

The files of the Immigration and Naturalization Service of this Department 
show that Mrs. Tarnowska is a native and citizen of Poland and was born on 
March 3, 1900, in Warsaw, Poland. She last entered this country at the port of 
New York on September 18, 1948, and was admitted as a temporary visitor 
until March 18, 1949, under the provisions of section 3 (2) of the Immigration 
Act of 1924. She subsequently received an extension of stay until June 13, 1949. 

The alien stated that she left Poland for Paris, France, in November 1944, with 
the intention of joining the Polish Government in exile in London, England, to 
work as an officer in the underground. She said that she did not go to London 
because of the political situation and remained in Paris for approximately 3 
months, after which she went to Brazil with her husband, although she desired 
to come directly to this country. Mrs. Tarnowska stated that she arrived in 
Brazil in the fall of 1945 and that she did not apply for an immigration visa to 
enter the United States until January 1948, because her husband believed that 
their relatives and close friends in Brazil would help them arrange their lives 
and start anew. She resided in Rio de Janeiro with her husband, Stefan Tar- 
nowska, from September 1945 until September 1948, when she left for the United 
States. In her application for a visitor’s visa, signed and sworn to at the American 
Embassy, Rio de Janeiro, on August 29, 1948, Mrs. Tarnowska stated that her 
purpose in coming to the United States was “‘pleasure—6 months,” and that she 
was destined to Roland M. Klemme, St. Louis, Mo. At that time, no action 
had been taken on her application for an immigration visa. 

Mrs. Tarnowska is presently employed as a secretary and receptionist by Dr. 
Klemme, a surgeon, presently practicing in St. Louis. It appears that her only 
source of income is her earnings from this employment. Dr. Klemme stated 
that if Mrs. Tarnowska is permitted to remain in the United States he would 
employ her at a salary of at least $400 per month. 

On March 24, 1949, the alien submitted an application for the adjustment of 
her immigration status pursuant to the provisions of section 4 of the Displaced 
Persons Act of 1948. The application was returned to her in September 1949 for 
the reason that she was prima facie ineligible for relief under the Displaced Persons 
Act, since her arrival in the United States was not prior to April 1, 1948. Public 
Law 555, Eighty-first Congress, approved June 16, 1950, amended the Displaced 
Persons Act by extending the time of the required arrival to April 30, 1949. The 
question as to whether Mrs. Tarnowska would be eligible for relief under the 
Displaced Persons Act, as amended by Public Law 555, would have to be deter- 
mined in proceedings under that law, 

The quota of Poland, to which the subject is chargeable, is oversubscribed for 
many years and an immigration visa is not readily obtainable. The record fails 
to present any facts which would justify granting her a preference over other 
nationals of Poland who desire to obtain the benefits of residence in this country 
but who, nevertheless, in compliance with the immigration laws, remain abroad 
and await their regular turn for the issuance of immigration visas. The enact- 
ment. of the proposed legislation would tend to encourage other aliens to enter the 
United States as visitors and then attempt to have their status adjusted to 
that of permanent residents, thereby granting to them an unjust preference over 
the alien who, in compliance with the law, remains abroad, 
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Accordingly, the Department of Justice is unable to recommend the enactment 
of the bill. 


Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 


The files of the Committee on the Judiciary of the House of Repre- 
sentatives contain several letters in behalf of the beneficiary of the 
bill, among which are the following: 

THompson, MitcHe.tt, THompson & DoucGuas, 


St. Louis 1, Mo., February 12, 1951. 
Hon. Francis E. WaAtrter, 


Chairman, Committee on the Judiciary, 
House Office Building, Washington, D. C. 

Dear CoNGRESSMAN WALTER: I am writing you with reference to Mary Rose 
Tarnowska. I understand that there is a bill pending for her relief authorizing 
her permanent residence. 

I have known Mrs. Tarnowska for several years and have seen her on numerous 
occasions since my resignation from the Supreme Court of Missouri on December 
31, 1949, and return to St. Louis to active practice. I know her to be an honorable 
upright person of high character. She is employed by my old friend Dr. Roland 
M. ‘lemme, a resident of St. Louis. Dr. Klemme is a brain surgeon of national 
and international reputation. In my opinion, Mrs. Tarnowska would make a 
loyal and good citizen of our country. 

I respectfully request that you give favorable consideration to her bill which 
I understand is set for February 19. 

Respectfully yours, 


JAMES M. Dovatas. 


Prewitt-Rocers Apstract Co., 


Osceola, Ark., January 18, 1950. 
Hon, E. C. (Took) Garutinecs, M. C., 


House Office Building, Washington, D. C. 

Dear “Took”: Hon. John D. Sullivan, of St. Louis, on July 22, 1949, intro- 
duced H. R. 5737 for the relief of Mrs. Marie Rose Tarnowska. 

The object of this bill is to permit Mrs. Tarnowska to remain in the United 
States. She was permitted to enter under a temporary visa, coming from Brazil, 
she being a displaced person from Poland. 

Mrs. Tarnowska is now employed as a secretary in the office of Dr. Roland M. 
Klemme in St. Louis, who is a very close and dear friend of mine. 

Dr. Klemme is an internationally famous brain and nerve surgeon and this 
practice and consultations result in his having a world-wide correspondence, neces- 
sitating his needing a linguist to handle his mail. Mrs. Tarnowska reads and 
writes eight foreign languages fluently, and she handles this work most satisfac- 
torily, and is the first person the doctor has been able to secure that can fill the 
“a 

Frankly, Took, our country needs to bring in more people of this class, and I am 
asking you to volunteer your service to Mr. Sullivan to assist him in the passage 
of this bill. 

I might add that Dr. Klemme’s wife owns quite a bit of real estate in Mississippi 
County, and her later father resided here for some years. 

Sincerely, your friend, 


W. WaTHEN PREsITT. 


The beneficiary of the bill, accompanied by her employer, Dr. 
Roland M. Klemme, of St. Louis, Mo., appeared before a subcommittee 
of the Committee on the Judiciary of the House of Representatives 
and submitted the following statement: 


I, Mary Rose Tarnowska, Roman Catholic, was born in Warsaw on March 3, 
1900. Married first to George Tarnowski, in April 23, 1919. Remarried to 
Stefan Tarnowski on October 3, 1931. 

I speak six languages fluently plus Spanish and Russian which I understand 
very well. 

was in the United States on a pleasure trip in 1928 and stayed as a guest 
with Mr. and Mrs. John Ciechanowski, Mr. Cisihianowsit being at that time 
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Minister of Poland to Washington. Among many other people, I met and be- 
came great friends with Maj. Gen. William Donovan, and Mr. and Mrs. Cornelius 
Kelly (chairman of the board of Anaconda Copper Mining Co.). 

From 1931 to 1939 (the beginning of the war) we lived on our estate of Zakli- 
kow, district of Lublin. I have been always active in social service, organized 
local Red Cross ambulances and was at the head of many social and civil defense 
organizations. During the months of war I was on duty day and night. Later 
we sheltered many Polish officers who were hiding from the Germans. In January 
1941 our estate was confiscated by the Germans, and we moved to Warsaw. 
From 1941 to 1944, I was an active member of the Polish underground. I served 
in the resistance army (A. K.) in the air force general staff, holding two important 
and independent positions. I was promoted to lieutenant and decorated with the 
Cross for Bravery. This is certified by a military document issued in London, 
of which I have the photo copy. Another copy is with Mr. Langstaff at Wall 
Street, New York, who at General Donovan’s suggestion is taking care of my 
documents and legal papers. 

During Warsaw’s insurrection, we stood out 26 days doing our duty and were 
sentenced to death by the Ukrainian bands (hired by the Germans to do that kind 
of work). We escaped miraculously. After Warsaw fell and the resistance 
army was dissolved, we were encouraged by our chiefs to leave the country and 
try by all means to reach London. We agreed not to risk another still worse 
occupation of the advancing Russian troops. We knew what Communist regime 
meant. We went to Vienna where we stayed over 3 months and went through 
heavy American bombing. 

Then we moved to South Austria (so-called Vorarlberg) to Bregaenz and the 
surrounding territory on the Swiss border. For many weeks we tried in vain to 
cross the border. There we witnessed the entrance of the French Army followed 
by armistice. With the help of the French officer in command, we got the permit 
to go to Switzerland. In Berne we got our Polish passports and after 4 weeks we 
left for Paris trying from there to reach our aim which was London and our 
exiled legal government, 

Most unfortunately, politics changed and a new Communist government in 
Poland was recognized by our allies. That meant the end for us as our opinions 
would not and did not agree with what happened. 

Having lost everything in Poland, we had no means to carry on without earning 
our livelihood. No jobs were available in France for foreigners. We decided to 
start life anew in some overseas country. My desire was to go to the United 
States and I was told at the Embassy that the visas could be easily granted, but 
that it would take months before we could get into the country on account of 
returning troops and lack of ships. We then decided to go to Brazil in South 
America where we happened to have many friends and relatives. Brazil at that 
time had not recognized the new Polish Government so we traveled on our legal 
Polish passports. We sailed the middle of September 1945, for Rio de Janiero. 

I worked on the publicity department for the only English language daily paper 
(Brazil Herald) and so made our living. This difficult and unpleasant job, the 
tropical climate, as well as the Brazilian mentality and character, so utterly 
different from ours, affected very badly my health and made life unbearable. 

We applied. for United States immigration visas at the American consulate in 
Rio on January 26, 1948. In the meantime, we received an invitation from our 
friends in St. Louis, Dr. and Mrs. Roland M. Klemme, to come and stay with 
them. My doctor advised me to take advantage of the opportunity and get 
away from Brazil. I then asked for a visiting visa and was told that it might be 
granted, but not on the old Polish passport. I had the choice between a passport 
from the actual Polish Legation, which being satellite Communist, I absolutely 
refused to recognize as legal, or a Brazilian passport for foreigners. Thanks to 
the Brazilian authorities, who understood my “stateless” position, I was granted 
that passport and procured a visiting visa to the United States. 

Shortly after visiting the Klemme’s, Dr. Klemme, the world-wide famous neuro- 
surgeon, asked my assistance to act as interpreter and translator in his professional 
duties. Since his patients come from all parts of the world, my linguistic abilities 
have, according to Dr. Klemme’s own statement, ‘“‘become an essential part ot his 
professional set-up,’’ and he is most desirous that I become a permanent member 
of his professional office. He is willing to offer me a very interesting situation 
within his organization. 

I am applying for a permanent visa for myself hoping and trusting that I may 
prove worthy of the trust reposed in me by granting my request and that one 
day I shall become an American citizen. 
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In addition to the above, the files of the Senate Committee on the 
Judiciary contain a number of affidavits and documents relating to the 
beneficiary of the bill, among which are the following: 


A-7138280 
DP-4607 
DEPARTMENT OF JUSTICE, 
IMMIGRATION AND NATURALIZATION SERVICE. 


In THE MATTER OF THE APPLICATION OF Marta Roza TarNnowska To ApJust 
HER IMMIGRATION Status 
Strate or New York, 
County of New York, ss.: 

William J. Donovan, being duly sworn, deposes and says: 

That he is an attorney at law and a member of the bar of the State of New 
York and of the Supreme Court of the United States; that his office for the practice 
of law is situated at 2 Wall Street, New York 5, N. Y.; that during the recent 
so-called Second World War he was the Director of the Office of Strategic Services. 

Deponent met the applicant when she was the Countess Maria Roza Tarnowska 
in Poland about 25 years ago and that he has seen her and heard from her and of 
her a number of times during the interval; that during the war period deponent, 
among his other duties as Director of OSS, dealt with the resistance movement in 
Poland as well as in other countries. By reason of this fact he was informed of the 
efficient and devoted services of Countess Tarnowska in the underground move- 
ment of the Polish people against the Nazis. She was cited for her work and 
finally held the rank of lieutenant in the Polish forces. 

There seems no question but what she has been definitely displaced from her 
native land and the land of her nationality. Because of her splendid work which 
was of real advantage to us and our allies during the war, I am glad to advocate 
that permission be extended to her to remain permanently in the United States, 
a refuge which she so ardently desires. 

Wiiuram J. Donovan, 
Sworn to before me this 29th day of June, 1949. 
[SEAL] JANE SMITH, 


Notary Public. 
Commission expires March 30, 1951. 


DEPARTMENT OF STATE, 

Washington, June 10, 1949. 
To Whom It May Concern: 

This is attest to the fact that I have known Mrs. Mary Tarnowska for the past 
2 years, having met her in Brazil while serving as public affairs officer at the 
United States Embassy in Rio de Janeiro. At that time I knew her as a refugee 
from political persecution. 

During the course of our acquaintanceship, which has been continued in the 
United States through my wife, Mrs. Julia B. Egan, Countess Tarnowska has 
demonstrated herself invariably to be a person of the highest integrity, good moral 
character, and one of strongly pronounced democratic principles as they are 
recognized in the United States. 

I had occasion professionally to know Countess Tarnowska as an employee of 
an American business enterprise in Rio de Janeiro (the Brazil Herald, a daily 
newspaper), where she performed noneditorial functions with excellence and 
industry. I observed that she was held in highest esteem by her professional 
colleagues as well as by members of the community generally. 

It is my understanding that Countess Tarnowska came to the United States 
because of the deterioration of her health in the subtropical climate of Brazil. It 
is without reservation or qualification that I make this testimonial to her character 
and moral fiber. It is my belief that she is the type person who, through obtaining 
permission to remain in the United States and ultimately qualifying for citizen- 
ship, would add to the extent that one individual may to the weal of any com- 
munity in which she might reside. 

W. J. Convery Eaan, 
Assistant Chief, International Motion Pictures Division. 


Sworn to and subscribed before me, a notary public in and for the District of 
Columbia by the above-named W. J. Convery Egan this 8th day of August 1949. 


Mary Park HBEAtTon. 
My commission expires September 1, 1950. 
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WEMBLEY, MippLesex, ENGLAND, 
June 1, 1949, 
STATEMENT 


This is to state that Countess M. R. Tarnowska known to me for many years 
has served in the Polish underground army under my command. She was a 
very good and efficient officer with a great personal courage. Her conduct was 
always good and she never was arrested or searched for by the Polish police. 

For several reasons—her service in the Polish Home Army, her title of countess, 
the fact that she was a landowner—her and her husband’s return to Poland in 
» eet conditions under the Communist regime would endanger their personal 
reedom. 

In 1945 it was difficult to find a country in Europe, which would give a visa on 
a legal Polish passport. The Brasil then allowed Poles who would not recognize 
the Communist regime, to enter the country, for which reason Countess Tarnowska 
and her husband went there. 

T. Bor Komorowsk1, 


In charge of Wembley Police Station; commander in chief, Polish 
Home Army, under the German occupation. 


Witness: M. Hazxg.t, Stn. P. 8. 59 “X”’. 
JuNE 2, 1949. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (H. R. 1854) should be enacted. 


O 
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McCarran, from the Committee on the Judiciary, submitted 


the following 
REPORT 


[To accompany H. R. 1910] 


> 
-~ 


7, 'The Committee on the Judiciary, to which was referred the bill 
fH. R. T9110) for the relief of Henry Kolish, having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of*the bill is to enable Henry Kolish to enter the 
United States as the minor child of citizens of the United States. 
The child would be considered to be a nonquota immigrant which is the 
status normally enjoved by alien minor children of United States 
citizens. 

STATEMENT OF FACTS 

The beneficiary of the bill is a 12-vear-old native and citizen of 
Poland presently residing in Canada. His parents were killed during 
World War II and if permitted to enter the United States he will be 
adopted by Mr. and Mrs. Wolf Templeman, who are citizens of the 
United States and residents of Portland, Oreg. 

A letter dated August 21, 1950, to the chairman of the Committee 
on the Judiciary of the House of Representatives from the Deputy 
Attorney General with reference to H. R. 7791, which was a bill 
introduced in the Eighty-first Congress for the relief of the same alien, 
‘eads as follows: 
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AvuGuST 21, 1950. 
Hon. EMANUEL CELLER, 


Chairman, Committee on the Judiciary, 
House of Re presentatives, Washington, 2. 


My Dear Mr. CuarrMan: This is in reply to your request for the views of the 
Department of Justice relative to the bill (H. R. 7791) for the relief of Henry 
Kolish, an alien. 

The bill would provide that, for the purposes of the immigration and natural- 
ization laws, Henry Kolish shall be considered the natural-born son of Mr. Wolf 
Templeman and Mrs. Sophie Templeman, United States citizens. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the alien is the second cousin onee removed of Mr. Wolf Hirsch 
Templeman, a resident of Portland, Oreg. Mr. Templeman stated that he 
believed Henry Kolish had been born in or near Vilna, Poland, in January of 1939, 
that the child, whose parents were killed during the last war, came to Canada in 
August of 1949 and is now living with an aunt and uncle of Mr. Templeman’s. 
He further stated that the persons with whom the child is residing are about 70 
years of age and are not capable of caring for the child, and that he is contributing 
to the child’s support. He also expressed his desire to adopt the child if he is 
permitted to come to the United States. 

The record further indicates that Mr. Wolf Templeman was born in Russia in 
1897 and was naturalized in the United States in 1929. He married Sophie 
Templeman in 1935, a native of England, who was later naturalized in this coun- 
try in 1939. There have been no children born of this marriage. Mr. Temple- 
man is engaged in the real-estate business, and has an estimated annual income 
of $10,000. 

Since the quota of Poland, to which the alien is chargeable, is oversubscribed 
and an immigration visa is not readily obtainable, it will not be possible, under 
existing law, for him to enter the United States in the near future. Whether this 
bill should be enacted presents a question of legislative policy concerning which 
this Department prefers to make no recommendation. 

If the bill should receive favorable consideration, however, it is suggested that 
in order to provide for the child’s admission as a nonquota immigrant without 
conferring United States citizenship upon him, it be amended by deleting all after 
the enacting clause and by substituting the following: ‘‘That, for the purposes of 
sections 4 (a) and 9 of the Immigration Act of 1924, the alien, Henry Kolish, minor 
child of Polish nationality now being cared for in Winnipge, Dominion of Canada, 
shall be deemed to be the alien, natural-born son of Mr. and Mrs. Wolf Hirsch 
Templeman, United States citizens residing in Portland, Oreg., who state that 
they will adopt the said Henry Kolish upon his entry into, the United States.” 

Yours sincerely, 
PEYTON Forp, 
De put 1 Attorney General. 


Congressman Homer D. Angell, the author of the bill, submitted 
to a subcommittee of the Committee on the Judiciary of the House of 
Representatives the following information in connection with the case: 


STATE OF OREGON, 
STaTeE Pusiic WELFARE COMMISSION, 
Portland, Oreg., March 29, 1950. 
Re Henry Kolish, age 12. 
Mr. Wa.LTeER S. KLEIN, 
Portland, Oreqg. 


Dear Mr. Kien: We submit herewith a summary of the report of the Multno- 
mah County Public Welfare Commission with respect to their interviews with 
Mr. and Mrs. Wolfe Templeman. This investigation was made at your request, 
in view of the Templemans’ interest in taking into their home Henry Kolish, a 
Polish boy, age 12 years, who is now residing in Winnipeg, Canada, with relatives. 
We explained to vou at the time of our telephone conversations that this requested 
investigation would not be considered an investigation of an adoption per se, 
inasmuch as such investigations are not made until a copy of a petition has been 
filed with the administrator of the State public-welfare commission. 

The report of the Multnomah County Publie Welfare Commission indicates 
that the Templemans reside in a fine home, which is modern and immaculately 
clean. Mr. Templeman is engaged in the real-estate business and reported an 
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annual estimate of his income as being $10,000 a vear. He was born in Russia or 


t 
October 10, 1897, of Jewish parents His education was obtained in Russia, and 
he came to Canada with his parents. He eventually migrated to the United 
States and reports that he was naturalized in 1929.) Mrs. Templeman was bort 
on March 16, 1907, of Jewish parents in England. She also came to Canada 
when about 11 vears of age. She completed high school and busines 
Canada and was employed as a secretary for some time before her marria She 


came to Portland on her vacation in 1934, where she renewed her acquaintar 
Mr. Templeman. They report they were married on June 30, 1935, at Winnipeg 





Canada. Subsequent to their marriage thev returned to Oregon to live \ccord- 
ing to their statements, Mrs. Templeman was naturalized in 1939. They have 
resided at their present home for the past 12 vears. Neither Mr. nor Mrs. Temple- 
man, according to their statements, had been previously married Ihe i no 
children of their own and, according to Mrs. Templeman’s report, she sought 
medical consultation and was advised she could have no children. 

Both Mr. and Mrs. Templeman are reported as having warm, outgoi per- 
sonalities, sharing Many common interests in business and home, the comn 
and in civie affairs. They are both members of t sh Synagogue Ahavai 
Sholem. Both are active in their chureh. Mr ma sa Mas nd 
Shriner, and is Past Master of Harmony Masonic Both Mr. and Mrs 
Templeman like to read and enjoy their vacations thro travel They be 


appear to be fond of children and appear to have the qualities which would mean 
much to children. 
Both Mr. and Mrs. Templeman appear to be equally interested in their efforts 


to offer the child, Henry Kolish, a permanent home \ccording to their state- 
ment, this child is a distant cousin of Mrs. Templeman The child was born of 
Jewish parents in Poland and was left by the wavsid ! s parents were 
killed during the German invasion of Poland Friends ntified tl 1 and 
eared for him until the end of the war. Accordi ‘Irs lempleman, they have 
information that the child did not suffer from lack of food, as he lived with people 
who accepted him for care in a rural area. At the end of the war, t Polis} 
friends contacted Mrs. Templeman’s aunt and unele in Canada, and they ar- 
ranged to take Henry Thev are reported to be an elder ( ! f a t 70 
vears of age with limited income. Because of these reasons, it is reported that 
the aunt and uncle contacted Mr. and Mrs. Templeman and suggested that the 
child, Henry, come to live with them. The Templemans state they they hav 
contributed money for the child’s care since he has been Canada 
The Templemans have letters and pictures of this child He appears te 

rather blonde-complexioned, with facial features similar Mr. Templemat \ 


letter from the child, which the Templemans al 





was in English, and it was apparent the child 1 ali equ la ( 
command of the English language. He stated in his letter that he was ree y 
extra tutoring in English after school. The Templemans are of the opinion that 
the child, Henry, is a verv intelligent bov and is maki excellent progress 
school in Canada 

From the interview, it was apparent that both Mr. and Mir lemplem: ert 
hoping that. if the child could be place d wit! them ( a d offer 
educational and social advantages. References give he Templemans, whe 
interviewed by the caseworker, were of the opi n that the Templema: 
had much to offer a child and would be good parents Phev als licated the 
Templemans’ ability to give a child a good education and many advantages 
Both Mr. and Mrs. Te mpleman have been examined by a pl ciah W ( 
past vear, and their health is reported to be good Their phvsicia woke of 
them as being a well-adjusted, mature couple. 


Although it is difficult to evaluate the placement of anv child in a home whe 
there is limited information available regarding a child, it does appear from the 
evaluation which has been made that Mr. and Mrs. Templeman have a sincere 
interest in this particular child and would have much to offer a child in terms of 
security, affection, education, social opportunities, and good ear 

We are hopeful this It formation will be he Ipful to vou. and regret that 
the pressures of work, this report has not been directed to vour attention earlier. 

Very truly yours, 
STATE Pusitic WELFARE CoMmMMISSION, 
Miss) Loa Howarp tdmir frator. 
ANDREW F. Juras, Child Welfare Directo 
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AFFIDAVIT OF SUPPORT 


Unirep STaTes OF AMERICA, 
State of Oregon, County of Multnomah, ss: 

I, Wolf Hirsch Templeman, and I, Sophie Templeman, husband and wife, 
each being severally duly sworn, on oath depose and state: 

(1) That we now reside at 6445 North Vancouver Avenue, in the city of Port- 
land, county of Multnomah, State of Oregon, and that we are naturalized citizens 
of the United States of America. That I, Wolf Hirsch Templeman, was natural- 
ized in Portland, Oreg., on the 19th day of September 1929; certificate No. 
3126291. That I, Sophie Templeman, was naturalized in Portland, Oreg., on the 
19th day of October 1939: certificate No. 7409341. 

(2) That the name and address of the person for whom we are executing this 
affidavit is as follows: Henry Kolish, Stratford Hall, 285 College Ave., Winnipeg, 
Manitoba, Canada. 

(3) That we are executing this affidavit for the purpose of adopting, providing, 
and assuring full material support of said Henry Kolish, and to enable him to 
obtain a permanent entry into the United States of America. That we are willing 
and able to support the said Henry Kolish and wish to guarantee that we will not 
permit him to become a burden on charity or a public charge, if admitted to the 
United States 

(4) That we are both engaged in business of our own: selling real estate and 
insurance (Wolf Hirsch Templeman for the last 24 vears) (Sophie Templeman for 
the last 9 years), and that our place of business is at 6431 Northeast Union 
Avenue, Portland, Oreg. 
(5) That the following is an approximate amount of assets that we jointly 
own: 

Cash in banks 
United States bonds 
Equitable Savings & Loan Association of Portland, Oreg., savings 


i $14, 692. 95 
6, 300. 00 


bonds : 5, 000. 00 
Notes, mortgages, and contract of sales secured by first lien on 

property 54, O82. 47 
Real estate, free and clear of all encumbrances ah 60, 000. 00 


140, 075. 42 
Wotr Hirscw TEMPLEMAN. 
W. TEMPLEMAN. 
SopHiE TEMPLEMAN. 
Subscribed and sworn to before me, a notary public, this 8th day of March 
1950. 


[SEAL] I. C. Mi.tuer, Notary Public. 
My commission expires July 7, 1953. 


STATE OF OREGON, 
County of Multnomah, ss 


EQUITABLE SAVINGS AND LOAN ASSOCIATION, 


Portland, Oreg., March 8, 1950. 
Hon. Homer D. ANGELL, M. C 


House of Representatives, Washington, D. C. 

Dear Sir: Mr. W. Templeman has been a real-estate broker in this city since 
1932. During this period Mr. Templeman has transacted business with our 
office, and we have found him to be one of the most responsible real-estate brokers 
in the city of Portland. The writer has personally known Mr. Templeman during 
this period and wishes to state that every transaction entered into with him has 
been completed very satisfactorily. 

As a result of his honesty and initiative, Mr. Templeman has established an 
excellent reputation and has prospered; and we do not hesitate to recommend him 
very highly both as to his honesty and his financial responsibility. 

Sincerely VOUPs, 
S. E. Norry, Vice President. 

Subscribed and sworn to before me this 8th day of March 1950. 

[SEAL] WaLtTeR 8. Kien, Notary Public. 

My commission expires November 29, 1952. 
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OREGON MuTvat Savines Bant 
Portland, Oreg., March 7, 1950. 
Mr. W. TeEMPLEMAN or Mrs. SopHie TEMPLEMAN, 
Portland 11, Oreq 
DeaR Mr. or Mrs. TEMPLEMAN: In compliance with your request, we are 
I { 


pleased to certify that under date of January 24, 1935, a savings account was 
opened with us, our No. 769, entitled ‘‘W. Templeman or Sophie Templeman,”’ 
with the address as given above. 
The present balance as of this date is $3,314.19. 
Very truly yours, 


TH! BAN} OF CALIFORNIA, 
Portlan l. Oreg., March 7, 1950 
Mr. W. TEMPLEMAN or Mrs. Soporte TEMPLEMAN, 
Portland 11, Oreg. 

Dear Mr. or Mrs. TEMPLEMAN: In compliance with your request, we are 
pleased to certify that under date of October 2, 1944, a savings account was 
opened with us, our No. 43437, entitled “‘W. Templeman or Sophie Templeman,’ 
with the address as given above, with an initial deposit of $2,000. 

We certify that the balance at credit of the account at close of business March 
6, 1950, was $6,799.27. 

Yours very truly, 
E. F. Mun ty, Assistant Manager. 





. 
PorRTLAND TrRusT AND SAvinGs BANK, 
Portland, Oreg., March 7, 1950, 
Mr. W. TeEMPLEMAN or Mrs. Sopui1e TEMPLEMAN, 
Portland, Oreg. 

Dear Str AND Mapam: As per your request, we certify that according to our 
records at the cose of business March 6, 1950, the balance in savings account 
No. 14321 (Sophie Templeman or W. Templeman) was $4,579.49. 

This account was open September 28, 1938, and there has always been a 
substantial balance. 

Very truly yours, 
H. F. ScHuKNECHT, Auditor. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (H. R. 1910) should be enacted. 


O 
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Mr-5Mc Carn, from the Committee on the Judiciary, submitted 
> the following 


REPOR'‘ 
[To accompany H. R. 2284] 
The Committee on the Judiciary, to which was referred the bill 
(H. R. 2284) for the relief of Ethel Martha Quinn, having considered 
the same, reports favorably thereon without amendment and recom- 


mends that the bill do pass. 


PURPOSE OF THE BILI 


The purpose of the bill is to provide that Mrs. Ethel Martha Quinn 
shall not be considered to have lost her United States citizenship 
because of absence from the United States and residence in her native 
Ireland for more than 3 vears. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 65-vear-old native of Ireland who 
obtained United States citizenship by marriage to an American 
citizen in 1914. She has one son, Lt. Comdr. J. P. Quinn, United 
States Navy, who is a native-born citizen of the United States. In 
1946 Mrs. Quinn went to Ireland to take care of her sister who was 
il. By remaining in Ireland for 3 years she is deemed to have lost 
her United States citizenship under the provisions of section 404 (b 
of the Nationality Act of 1940, as amended. The beneficiary of the 
bill returned to the United States with Lieutenant Commander Quinn 
and is now residing with him in Arlington, Va. 

Congressman Walter K. Granger, the author of the bill, and Lt. 
Comdr. J. P. Quinn appeared before a subcommittee of the Committee 
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on the Judiciary of the House of Representatives and submitted the 
following letters in connection with the case: 


Tue FOREIGN SERVICE OF THE 
UNITED STATES OF AMERICA, 
AMERICAN LEGATION, 
Dublin, Ireland, October 21, 1949. 
Lt. Comdr. J. P. Quinn, SC, USN, 
Navy Department, Bureau of Supplies and Accounts, 
Room 0201, O. L. E. Disvrict, Washington, D. C. 


Dear Stir: Mrs. Quinn, who states that she is your mother, and who is at present 
residing with her sister at Farmleigh, Castleknock, County Dublin, today called 
at the legation and presented her American passport No. 77533, issued May 21, 
1946, for renewal. She also stated that she intended to return to the United 
States to resume residence there in the near future. 

The endorsement of the Irish immigration authorities in Mrs. Quinn’s passport 
indicated that she arrived in this country in August 1946. The passport further 
indicated that she is now 64 years of age and that she was born in Ireland. She 
was interviewed by the senior clerk of the citizenship section of the legation, who 
came to the conclusion that she had lost American nationality under section 
404 (b) of the Nationality Act of 1940 because she had resided over 3 years in 
the territory of a foreign state in which the place of her birth is situated. Mrs. 
Quinn was then interviewed by the vice consul of the citizenship section, who 
corroborated the decision already reached. 

Mrs. Quinn was obviously very much upset by the knowledge that she had 
lost American nationality and, in spite of the fact that over an hour was spent 
in trying carefully to explain the circumstances of her case to her without unduly 
distressing her, she seemed to be utterly incapable of absorbing the facts as 
explained to her. She maintained that she was an American citizen and that 
her status was such that she could not lose citizenship under any provision of the 
law. 

The facts of Mrs. Quinn’s case, insofar as they could be obtained from her, 
were as follows: She obtained American citizenship through marriage to an 
American citizen in 1914 and entered the United States shortly thereafter as an 
American citizen; her husband is deceased; he was not a veteran of World War I; 
she is 64 years of age; has been in Ireland taking care of a sister who was in ill 
health; she arrived in Ireland in August 1946, and was under the impression that 
she could remain as long as she wished. She stated that she paid a visit to this 
office about October of 1948, accompanied by you, at which time inquiries were 
made by you regarding the possibility of renewing her passport, and that she was 
informed it could be renewed. Such information was, of course, at that time 
correct because after the first 2 years’ validity of the passport expired it could be 
renewed by this office up to 3 years from the date of her arrival in Ireland. Now 
that she has been over 3 years in this country the legation is not authorized to 
extend or renew the passport but is required to take it up and forward a certificate 
of loss of nationality, under section 404 (b) of the Nationality Act of 1940, to the 
Depart ment of State. 

Mrs. Quinn’s chief worry appeared to be that she might not be permitted to 
return to the United States, and it was carefully explained to her that even though 
she may have lost American nationality, she may apply for an immigration 
visa when she desires to return, and it was understood that she will probably com- 
municate with you regarding this matter at an early date. 

Her case was very thoroughly considered, but unless there is some fact which 
Mrs. Quinn has failed to communicate, her case does not appear to fall within any 
of the specific provisions of the law for exemption from the operation of section 
404 (b) of the Nationality Act of 1940. A circular regarding the provisions of this 
act is enclosed. 

The apparent loss of her nationality was, undoubtedly, a considerable shock to 
your mother, in spite of the care with which everything was explained to her. 
She refused to surrender her American passport and it is believed that she will 
not accept the decision of this office until she communicates with you. The 
legation feels, therefore, that you should be in possession of the facts of her case 
when replying to her. 

Very truly yours, 
Paut C. Squire, Consul General. 





ETHEL MARTHA QUINN 3 


DEPARTMENT OF THE Navy, 
BUREAU OF SUPPLIES AND ACCOUNTS 
Washington 25, D. C., Jan dary 3, 1951. 
Hon. WatTrerR K. GRANGER, 
House of Representatives, Washington 25, D. C. 


My Dear Mr. GranGer: In 1946 my mother, who has been a resident of the 
State of Utah since 1913 and was naturalized as a citizen of the United States 
through being married to my father, Patrick Joseph Quinn, deceased, went to 
Ireland to take care of her sister, Miss Annie Hughes, who had become ill at the 
advanced age of eighty-some-odd years and who, we were informed at the time, 
was in danger of death from lack of someone to take care of her, and a heart 
condition. 

Mother left New York aboard the steamship Washington in July of 1946. She 
arrived in Ireland in August 1946; then, due entirely to mother’s tender care and 
constant attention, my Aunt Nan partially recovered and was once again able to 
get around a little bit. Even then she was not completely capable of taking care 
of herself for she had lost the sight in one eye and had a cataract on the other eye 
which was gradually diminishing her sight. 

When mother left the United States we believed that she could stay in Ireland 
up to 4 years, based upon the information which we read on page 5 of the passport. 
However, on October 24, 1949, I received enclosure (1) from the consul general 
of Ireland advising me that when mother had called at his office to renew her 
passport she had been advised that she had been expatriated due to having re- 
mained in the land of her birth for over 3 years. My mother advised me of her 
trip to the consul by enclosure (2). I took action as noted in enclosure (3) but 
it became evident to me that the law is so rigid and inflexible in this matter that 
it would not be possible for mother to regain her citizenship while remaining in 
Ireland and I filed the appropriate papers for visas with the Immigration De- 
partment. 

Some time later I received a letter from mother advising me that she and Aunt 
Nan were being evicted from their littke home on the outskirts of Dublin and 
would be forced to take accommodation in a very small kitchen and a room in a 
location in Dublin. After having read the description of the flat I realized how 
upsetting this turn of events must be for my mother and how this, plus the ap- 
parent loss of her citizenship, could be very detrimental to her own physical and 
mental health. It is a wonder Aunt Nan did not die at the news. Therefore, | 
immediately requested and obtained emergency leave and after making appro- 
priate arrangements in Washington, flew to Dublin, where, after several days of 
continuous work, I was able to obtain visas, passports, physical examinations, 
vaccinations, police clearances, etc., sell or otherwise dispose of all the belongings 
of the family which had been gathered over a period of some 75 years or so, and 
return to the United States with mother and Aunt Nan. 

Aunt Nan would have been 86 years old this January and mother is going on 66. 
It was quite a trip for them and a considerable strain upon my poor Aunt Nan 
who had to pull up 85 years of roots and transplant them in this country. Upto 
a week or so ago both were living with me at 4325 Thirtv-sixth Street, South 
Fairlington, Arlington, Va. Now Aunt Nan is dead, having died on December 
26, 1950, from a heart attack 

The problem that faces me now is to regain my mother’s citizenship while I 
am alive and well andina position to help her. I believe that due to the extenu- 
ating circumstances mother has been unjustly injured by a law which was not 
meant to cause hardships to desirable citizens but was to protect the United States 
from naturalized eitizens trying to obtain the advantages of United States citizen- 
ship and still live in the land of their birth. Because I believe this so strongly, 
I think it is quite possible that Congress would look with favor upon a personal 
bill introduced simultaneously in the House and in the Senate, or introduced in 
the Senate and cleared with the House, to undo the harm that has been done to 
my mother by this law, and to return to her once again the citizenship which she 
so highly treasures, and which she would not have voluntarily given up for the 
world. 

I am enclosing a proposed private bill, enclosure (4), to restore United States 
citizenship to a former citizen who has expatriated herself. I have consulted 
Mr. Walter M. Besterman, the legislative assistant, House of Representatives, 
Committee on the Judiciary, who has assured me that every consideration will 
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be given to legislation to restore my mother’s citizenship, if the bill is introduced. 
Would it be possible, Mr. Congressman, for me to have an appointment with you 
to discuss this matter? 
I shall appreciate anything you can do for me in this connection. 
Respectfully yours, 
J. P. QuINN, 
Lieutenant Commander (SC) USN. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (H. R. 2284) should be enacted. 


O 
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EVELYN REICHARDT 


May 28 (legislative day, May 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the followin 


or 
is 


REPORT 


[To accompany H. R. 3141] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 3141) for the relief of Evelyn Reichardt, having -considered 
the same, reports, favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to enable the German fiancée of a United 
States citizen and member of our Armed Forces to enter the United 
States for the purpose of marrying her citizen fiancé and to thereafter 
reside in the United States. 


STATEMENT OF FACTS 


Congressman John T. Wood of Idabo, the author of the bill, has 
submitted to the Committee on the Judiciary of the House of Repre- 
sentatives the following information in connection with the case: 


Firzsimons Army Hospital, 
Denver 8, Colo., March 16, 1951. 
Hon. Jonn T. Woon, 
House of Representatives, Washington, D. C. 


Dear Mr. Woop: I wish to thank you for vour very kind letter of March 3. 
I have been delayed in answering because of the time required in preparing the 
affidavits which I am enclosing. 

I must still obtain a certificate from my commanding officer giving me permis- 
sion to marry Miss Reichardt but rather than to cause any further delay I will 
send this item separately. 

If any further information is needed I will send it to you as soon as possible. 

I am deeply grateful to you for the assistance you are giving me in this matter. 

Sincerely yours, 
STanNLeEY H. Srater, RA19335631, 
Corporal, 
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Firzsimons Army Hospirat, 
Denver 8, Colo., March 16, 1951. 


CERTIFICATE 


I, the undersigned, an officer in the Armed Forces of the United States of 
America, state that I have official custody of the service record in the case of Corp. 
Stanley H. Stater RA19335631, at present assigned to Army Medical Holding 
Detachment, Fitzsimons Army Hospital, Denver 8, Colo. I also certify that 
Corporal Stater enlisted in Regular Army November 10, 1948, for a period of 3 
years and receives the following basic salary: 


Monthly basic salary ses $124. 95 
CMAB ; t. 20 
Total mil salary 129. 15 


Monthly deductions: 


Class N insurance ss 3. 20 
Federal income tax ee 12. 70 
Soldiers home 419 

Total deductions ; 16. 00 


I hereby certify that said answers, statements and information are verified by 
said service records. 
Lesurz L. Ponp, Jr., 
CWO, USA, AC of Mil. Pers. Rr., 


Custodian of Service Records. 


AGREEMENT FOR RESPONSIBILITY FOR WELFARE OF EMIGRANT 


To Whom It*May Concern: 

We, the undersigned property owners and citizens, being regularly employed 
and residing at Prineeton, Latah County, Idaho, hereby agree to be responsible 
for the support and welfare of Miss Evelyn Reichardt, the affianced of our son, 
Corp. Stanley H. Stater, RA 19335631, if and when the said emigrant is admitted 
into the United States. 

In support of this agreement we list the following as proof of our ability to make 
this claim: 


(1) Employment of Alee L. Bull as postmaster, and as depot-to-post- 
office mail messenger, and as owner of quarters leased for post- 
office use on an allowance for lease and utilities, a combined 


annual fiscal earning of $3, 204. 00 

(2) Employment of Margaret A. Bull as post-office clerk, a minimum 
fiscal allowance of 828. 57 

And; earnings of Margaret A. Bull by free-lance writing for the 
calendar vear of 1950 : 870. 00 
Total 1, 902. 57 


(3) Ownership of north halves of lots 5 and 6 Smith’s Addition, Princeton, 
Idaho; and lot 5, block 2, Princeton, Idaho, with a six-room dwelling 
house and a 24-foot by 40-foot post-office building located thereon. 

(4) Ownership of a touring car, household furnishings, accessories, and equipment. 


In witness whereof we have set our hands and seals on this 2d day of February 
1951, 
Atec L. Butt. 
MarGaret A. But. 


SraTE oF IDAHO, 
County of Latah, ss: 

I, Wayne LaRue, a notary public in and for the State of Idaho, do certify 
that on this 2d day of February 1951 personally appeared before me Alec L. 
Bull and Margaret A. Bull, his wife, to be known to be the individuals described 
in and who executed the within instrument and they acknowledged to me that 
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they signed and executed said instrument as their free and voluntary act and 
deed for the uses therein mentioned. 
Given under my hand and official seal this 2d day of February 1951. 
[SEAL] Wayne LaRue, 
Notary Public in and for the State of Idaho, residir g in Princeton. 


My commission expires March 24, 1951. 


CONSENT TO MARRIAG! 


This is to certify that we, Margaret A. Bull (mother) and Alee L. Bull (foster 
father) hereby give our consent to the marriage of Corp. Stanley H. Stater 
RA19335631 to Miss Evelyn Reichardt. 

Dated this 2d day of February 1951. 

Anec L. Butt. 
MarGcarer A. BULL. 
Srare or IpaAno, 
County of Latah, ss: 

I, Wayne LaRue a notary public in and for the State of Idaho, do certify that 
on this 2d day of February 1951, personally appeared before me Alec L. Bull and 
Margaret A. Bull, his wife, to me known to be the individuals described in and 
who executed the within and foregoing instrument and they acknowledged to me 
that they signed and executed said instrument as their free and voluntary act 
and deed for the uses therein mentioned. 

Given under my hand and official seal this 2d day of February 1951. 

[SEAL] Wayne LaRve, 

Notary Public in and for the State of Idaho, residing in Princeton. 


My commission expires March 24, 1951. 


STATE OF COLORADO, 
County of Denver, ss: 


Before me, the undersigned, authorized by law to administer oaths of this 
nature, personally appeared Stanley H. Stater RA19335631, corporal, press V 
of ward D-3, Fitzsimons Army Hospital, Denver 8, Colo., who, after having 
been first duly sworn upon his oath, deposes and says: 

That | was born in Compton, Calif., on November 1931. IT entered the military 


service on November 10, 1948, and was transferred to Germany for duty durit 
the last of March 1949. During my service with the Army of occupation in 
Germany I met Miss Evelyn Reichardt.. We had made plans to be married when 


I became ill and was hospitalized on August 18, 1950. At that time we had not 
completed our arrangements to be married, and due to the fact that I was hos- 
pitalized there was no further opportunity to complete these arrangements prior 
to my return to the United States. 

I further certify thet should permission be granted for the immigration of Miss 
Evelyn Reichardt, that I will personally guarantee that s all never become a 


charge upon the United States Government or any of its instrumentalities. 

Further the deponent saith not. 

STANLEY H. STATER. 

Subscribed and sworn to before me this 16th day of March 1951. 

Earu J. Yates, Notary Pub 

My commission expires August 4, 1951. 

A bill, S. 1168, for the relief of the same alien has been introduced 
in the Senate by Senator Henry C. Dworshak. In view of the fact 
that the committee is reporting favorably on H. R. 3141 the bill 
S. 1168 will be indefinitely postponed. 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (H. R. 3141) should be enacted. 


© 
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“ 


MeCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


- 
LZ, 


{To accompany 8. 29] 


The Committee on the ere to which 
(S. 29) for the relief of Teresa KE. Dwver, havin 
reports favorably thereon with an amendment and ‘ommme! 
the bill, as amended, do pass. 


PURPOSI 


The purpose of the bill, as amended, is to pay, out of any money in 
the Treasury not otherwise appropriated, to = resa E. Dwyer, of Las 
Vegas, Nev., the sum of $6,316.52 in full s faction her claim 
against the United States for te edie for personal injuries, loss 
of personal property, hospital and medical expenses, and loss of 
salary, sustained by her as a result of an accident which occurred on 
December 18, 1946, in Manila, Philippine Islands, while she was an 
authorized passenger in an Air Force jeep being driven on official 
business, by an Air Force civilian employee. 


AMENDMENT 


On page 1, line 6, strike out the figure ‘ 


thereof ‘°$6,316.52” 
‘ATEME! 


In August 1946 the clai 
ment of the Army as t¢ a] 
On arrival at Manila, Phil lippu 1e@ Island 


vo to Okinawa were informe “i by the 








2 TERESA E. DWYER 


ment had been changed so that they would remain in Manila. After 
a month in this assignment claimant found it would be necessary for 
her to have additional cool cotton clothing because of the climate in 
the Philippines as opposed to that she expected to encounter in Oki- 
nawa. Accordingly, on December 18, 1946, she was authorized by 
the field civilian personnel officer to ride into Manila in an Army jeep 
dispatched on official business so that she could purchase the afore- 
said cotton clothing. On the way down town the operator of the 
jeep, a civilian employe e of the Army, disregarded a stop sign at a 
street intersection, as a result of which the jeep collided with an Army 
weapons carrier. Miss Dwyer was thrown head first out of the jeep 
over the left shoulder of the driver and into the side of the weapons 
carrier, sustaining serious personal injuries. She was taken toa 
private hospital for first-aid treatment and then transferred to an 
Army hospital where she remained a bed patient for 19 days. There- 
after she was instructed to return for heat treatments and observation, 
which instructions were followed by her. 

On January 20, 1947, the command to which Miss Dwyer was at- 
tached was transferred to Fuchu, Japan, and she was assigned as 
secretary to the Adjutant General who, it appears, was familiar with 
Miss Dwyer’s injuries and told her that he could use her services in 
several capacities until such time as she had fully recovered from her 
injuries. After her arrival in Japan she was billeted in an inade- 
quately heated concrete building, as a result of which she contracted 
a severe cold. She reported to the dispensary and it was recom- 
mended that she take daily diathermy treatments at a station hospital 
located 11 miles from her quarters. To do this, however, it was neces- 
sary for her to ride the 11 miles each morning to the hospital in an 
unheated ambulance and then return in the same unheated vehicle 
to her insufficiently heated office. After an unsuccessful attempt to 
obtain a transfer to Okinawa and since her physical condition did not 
improve, Miss Dwyer was returned to the United States where she 
reported to the civilian personnel office at Fort Mason, Calif. There- 
after she was sent to the Letterman General Hospital in San Fran- 
cisco where she was treated for 10 days as an out-patient. On June 

2, 1947, at the expiration of her accumulated leave, her services were 
ae. 

Miss Dwyer returned to her home in Nevada and thereafter under- 
went extensive hospitalization and medical treatment which was 
ascribed by her private physicians to the injuries she had received in 
the accident in Manila and complicated by the conditions under which 
she had attempted to recuperate. 

The Department of the Army believes that Miss Dwyer should be 
compensated in a reasonable amount for the injuries sustained by her, 
the pain and suffering undergone, and the expenses incurred by her, 
and has recommended an award in the amount of this bill composed 
of the following items. 
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Compensation for 42 Cavs annual leave used by reason of Miss Dwyer’s 

injury in this accident as computed by the Department $527. 52 
Compensation for personal property lost or damaged 100. 00 
Reimbursement of hospital expenses incurred in the Tenth Genera! 

Hospital (presumably subsistence) 24. 00 
Reimbursement for living expenses incurred in San Francisco, Calif 

while detained for medical examination and for treatment as at 

out-patient at the Letterman General Hospital 115. 00 
Surgical and hospital fees incurred for services performed by civiliat 

surgeons and hospitals in May 1950 550. 00 
Compensation for personal injuries and physical and mental suffering 5, 000. 00 


Total - = 


Attached hereto and made a part of this report is the letter of the 
Department of the Army dated May 1, 1951. 


DEPARTMENT OF THE ARMY 
Washington 25. D.C... Vay 1, 1951 
Hon. Par McCarRAn, 
Chairman, Committee on the Judic ¥ 
United States Senate 


DeaR Senator McCarran: The Department of the Army would have no 


objection to the enactment of 8. 29, Eighty-second Congress, a bill for the relief 
of Teresa E. Dw VCr, if it shoul | be amended as here inafter recommel! ded 


This bill would authorize and direct the Secretary of the Treasury to pay, out of 
any money in the Treasury not otherwise appropriated, to Teresa E. Dwyer, of 
Las Vegas, Nev., the sum of $15,072, in full satisfaction of her claim against the 
United States for compensation for personal injuries, loss of personal property 
hospital and medical expenses, and loss of salary, sustained by her as a result of an 
accident which occurred on December 18, 1946, in Manila, Philippine Islands, 
while she was an authorized passenger in an Air Force jeep being driven on official 
business, by an Air Force civilian emplovee. 

In August 1946 Miss Teresa E. Dwver, a permanent civil service employee 
having more than 10 vears of continuous service with the Government, accepted a 
position as clerk-stenographer CAF-3 for service in Okinawa. Although she 
then had a rating of grade 7 with the Reconstruction Finance Corporation it 
appears that she was compelled to take a reduction to CAF-3 to obtain the 
assignment in question. Miss Dwyer states that upon arrival at Manila she and 
others scheduled to go to Okinawa were informed by representatives of the 
civilian personnel office of the Pacifie Air Service Command Headquarters that 








they were to be assigned at that installation. She further states that after a 
month in the Pacifie Air Service Command Headquarters she found it would be 
necessary for her to have additional cotton clothing because of the climate in 
the Philippines, and, therefore, on December 18, 1946, she was authorized by the 
field civilian personnel officer to ride into Manila in an Army jeep dispatched on 
official business. On the way to downtown Manila, the operator of the jeep, a 
civilian employee of the Army, disregarded a stop sign at the intersection of 
Concepcion Street and P. Burgos Avenue, as a result of which the jeep collided 
with an Army weapons carrier. It appears that Miss Dwyer was thrown head- 
first out of the jeep over the left shoulder of the driver and into the side of the 
weapons carrier, sustaining serious personal injuries. + 
scene of the crash in a privately owned Philippine vehicle to the Philippine General 
Hospital for first-aid treatment and was then transferred by ambulance to tl 
Tenth General Hospital at Fort McKinley, Philippine Islands, where she was 
hospitalized as a bed patient for 19 days. On January 17, 1947, the following 
medical certificate was issued by Maj. Robert L. Lenhart, MAC, and Ist Lt. 
Virgil R. May, MC, Tenth General Hospital: 

‘1, Dwver, Teresa, civilian, was admitted to this hospital on December 18, 
1946. Diagnosis at time of admission: 1. F. 8. C. (fracture, simple, comminuted) 
nondisplaced scapula, right accidentally incurred when jeep in which she as a 
passenger collided with a truck on Dewey Boulevard 1500 hours (3 p. m.), Decem- 


e was taken from the 


} 
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ber 18, 1946. 2. Wound, abrasion, slight, elbow, left. 3. Wound, contusion, 


chest, left, interior. 4. Concussion, mild. 2, 3, 4 incurred same as in 1. 
“— ns ~ + 


**(e). In my opinion will be no permanent disability from the injuries.”’ 


Miss Dwyer states that, in addition to the injuries set forth in the above- 
quoted certificate, she sustained a severe shock, a badly sprained neck, a back 
or spinal injury, and numerous head, body, and leg bruises, abrasions, and lacera 
tions. She further states that her left leg was so badly bruised from the knee to 
the ankle and the right leg from the knee to the hip that it was many weeks before 
the soreness and discoloration left. After 19 days in the Tenth General Hospital 
Miss Dwyer was released as a bed patient and instructed to return for heat treat- 
ments and observation, which instructions were followed by her 

On January 20, 1947, the Pacifie Air Service Command Headquarters, to which 
Miss Dwyer was attached, was transferred to Fuchu, Japan, and Miss Dwyer 
Was transferred as secretary to the Adjutant General, who, it appears, was familiar 
with Miss Dwver’s injuries and told her that he could use her services in several 
capacities until such time as she had the use of her right arm and had fully recov- 
ered. It seems that after her arrival in Japan, Miss Dwyer was billeted in an 
inadequately heated concrete building, as a result of which she contracted a severe 
cold. She reported to the dispensary, and it was recommended that she take 
daily diathermy treatments at the Three Hundred and Seventy-sixth Station 
Hospital at Tachikawa, 11 miles from her quarters, which she did. To do this, 
however, it Was necessary for her to ride the 11 miles each morning to the hos- 
pital in an unheated ambulance, and then return in the same unheated vehicle to 
her insufficiently heated office. Finally, after an unsuccessful attempt to obtain 
a transfer to Okinawa where, she was informed, comfortable living quarters were 
available, and as her physical condition did not improve, Miss Dwyer was returned 
to the United States, where she reported to the civilian personnel officer at Fort 
Mason, Calif. Thereafter she was sent to the Letterman General Hospital in 
San Francisco, where she was treated for 10 days as an out-patient. On June 22, 
1947, at the expiration of her accumulated leave, her services were terminated. 

Miss Dwyer is asserting a claim against the United States in the aggregate 


amount of $15,072, consisting of the following items, the correct total of which, 
wines 


however, appears io be $13,772: 


Compensaiion for 8 months of employment to which she alleges she 
was entitled under her “‘contract’”’ at an annual salary of $3,274.65 


per annum $2, 183. 00 
Compensaiion for unnatural use of accumulated annual and sick leave 

amounting to approximately 42 days and 21 days, respectively 800. 00 
Compensation for personal property lost or damaged at the time of 

accident 100. 00 
Reimbursement of hospital expenses (presumably for subsistence) paid 

to Tenth General Hospital_- 24. 00 


Reimbursement for living expenses incurred in San Frarcisco while 

deiained for medical examination and treatment as an out-patient at 

Letterman General Hospital 115. 00 
Surgical and hospital fees for services performed in May 

1950 by private surgeons and hospitals: 


Rose De Lima Hospital, Henderson, Nev $163. 45 
Southern Nevada Medical Group 341. 00 
Dr. Joseph M. George_-_- . 9. 00 
Dr. Frazen 15. 00 
Miscellaneous drugs : é 21. 55 


_—- ~ 550. 00 
Compensation for physical suffering and mental anguish and violations 
of rights and liberties as an American citizen serving the Government 


in a foreign land 7, 500. 00 
Compensation for humiliations experienced ; ‘ 2, 500. 00 
7a. 2.5. ca greet 13, 772. 00 


On October 26, 1950, Dr. R. W. Hemington, Southern Nevada Medical Group, 
Las Vegas, Nev., submitted the following statement concerning an operation 
performed on Miss Dwyer in May 1950 and the conditions that necessitated such 
operation: 

“Miss Teresa Dwyer was first seen in my office on May 8, 1950 at which time she 
was complaining of upper abdominal pain with sharp pains radiating to the right 
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side of the lower abdomen. This was the third similar attack, the first one having 
oceurred about Mareh 1, 1950. 

“History reveals that she had been in an auto accident about 3 years prior to 
present illness and had injured her back and fractured a shoulder. She said that 
she had not been in good health since that time. Since the auto accident she had 
suffered from moderate constipation, marked premenstrual tension state and 
slight chronic low abdominal distress. 

‘Physical examination was essentially normal except for tenderness in the 
epigastrium and right lower quadrant of the abdomen. White blood count was 
12,450. Provisional diagnosis of acute appendicitis was made and laparotomy 
was performed May 8, 1950. Operative findings were as follows: (1) acute 
appendicitis; (2) hemorrhagic cyst destroving right ovary; (3) hemorrhagic cyst 
involving left ovary; (4) adhensions from ascending colon to anterior abdominal 
wall; (5) adhensions between transverse colon, jejunum, and anterior abdominal 
wall. 

‘The appendix was removed, right oophorectomy and left cystectomy, and 
lyses of adhesions. Post-operative course has been rather unsatisfactory due to 
continued abdominal pain, headache and weakness. 

“The only explanation for the adhesions found at operation is of course long 
standing inflammation reaction in the involved areas. It is my opinion this may 
have begun when Miss Dwyer was in the auto accident in 1947 as there is no 
history of any other precipitating factor.”’ 

Miss Dwyer was 35 vears of age at the time of this acciden 
She assisted in supporting her mother, 75 years of age. 

It is clear that this accident and the resulting personal injuries sustained by 
Miss Teresa Dwyer were not caused by any fault or negligence on her part but 
were caused by the negligence of the driver of the Army vehicle in which she 
was riding as an authorized passenger in disregarding a stop sign and proceeding 
into an intersection while traffic was lawfully moving through the intersection 
directly across his path. The De partment of the Army, therefore, believes that 
Miss Dwyer should be compensated in a reas ae amount for -_ injuri 
sustained by her, the pain and suffering undergone, and the expenses incurred 


+ 
{ 


, and was unmarried. 





The proposed award of $15,072 appears to be somewhat excessive. There are 
several items of the claim which appear to be without legal basis. Claim is 
made in the amount of $2,183 for compensation “for S8 months of unexpired 


contract based on an annual salary of $3,274.65. 

Miss Dwyer had no contract with the United States governing her employment 
Before she left for her overseas assignment Miss Dwyer signed a paps 
“Standard Conditions of Employment for Uniied States Continental Ci 
This form does not purport to be a contract but is merely a specification of certain 
of the rights, privileges, and obligations of the employee. It siates, amor I 
things, that the employee is required to remain in service at least 1 year from the 
time of arrival at permanent duty station, unless separated sooner for reasons 
acceptable to the Government not involving misconduct. Miss Dwver was 
separated from her employment effective June 22, 1947, ‘‘for the convenience of 
the Government (medical ee Claim is made for $800 for ‘‘unnatural use 
of accumulated annual and sick leave.”’ Sick leave is properly used for the pur- 
pose for which it was used in this case, and no payment should be made therefor. 


It appears, however, that the claim for compensation for the 42 days annual leave 
Miss Dwyer was compelled to use as a result of her in jury in this accident is a 
valid one and that she is entitled to payment for es leave. The $7,500 claimed 


for physical suffering and mental anguish endured seems somewhat excessive. 
It is believed that an award of $5,000 for personal injury as such, including physical 
and mental suffering, would be fair and reasonable. The compensation in the 


amount of $2,500 for ‘‘humiliations experienced, and violation of rights an¢ 


< 


liberties as an American citizen serving the Government in a foreign land, 


2 me D 


insofar as this item can be supported, is included in the item ‘Physical suffering 
and mental anguish.’”?’ The Department would have no objection to the enact- 
ment of the bill if it should be amended to provide for an award in the total 


amount of $6,316.52, which, it is believed, would constitute a fair and reasonable 
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setilement for all of the damages sustained by Miss Dwyer as a result of this 
accident. The amount of $6,316.52 is made up of the following items: 


Compensation for 42 days annual leave used by reason of Miss Dwyer’s 


injury in this accident as computed by the Department_________-_- $527. 52 
Compensation for personal property lost or damaged _ 100. 00 
Reimbursement of hospital expenses incurred in the Tenth General 

Hospital (presumably subsistence) __--- 24. 00 
Reimbursement for living expenses incurre ed in San Franci isco, Calif., 

while detained for medical examination and for treatment as an out- 

patient at the Letterman General Hospital _ - 115. 00 
Surgical and hospital fees incurred for services performed by ‘civilian 

surgeons and hospitals in May 1950____________~ 550. 00 


Compensation for personal injuries and physical and mental suffe ‘ring. 5, 000. 00 


TN ches rs kT ce rt a ee, 


pat asetenuus Cie aabre nck 6, 316. 52 


This claimant has no remedy under the Federal Tort Claims Act (60 Stat. 
843; 28 U. &. C. 931), as amended and codified by the act of June 25, 1948 (62 
Stat. 933; 28 U.S. C. 1346 (b)), as amended, for the reason that the accident 
out of which the claim arose occurred in a foreign country. There is no other 
statute available to the Department of the Army under which the claim can be 
paid administratively. It does not appear that any claim was filed by Miss 
Dwyer for compensation for her injuries under the United States Employees’ 
Compensation Act, as amended (39 Stat. 742; 5 U.S. C. 751 et seq.). She states 
that “I questioned Miss Stone (Mildred Stone, administrative assistant to chief 
of Miss Dwyer’s division) regarding unemployment compensation under the 
Employees’ Compensation Act and was advised that it would be useless to file 
such a claim as my injury was not sustained while actually at work.” 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
FRANK Pace, Jr., 
Secretary of the Army. 
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HOWARD LOVELL 
May 28 (legislative day, May 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
T > the following 


REPORT 


_ {To accompany S. 1362] 

Fhe Comanittee on the Judiciary, to which was referred the bill 
(S.4862) forthe relief of Howard Lovell, having considered the same, 
reports favorably thereon, with an amendment, and recommends 
that the bill, as amended, do pass. 


AMENDMENT 


On page 1, line 6, strike out the figures $10,000” and insert in lieu 
thereof the figures ‘'$5,000”’. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to pay to 
Howard Lovell, of Florence, Colo., the sum of $5,000, in full satis- 
faction of his claim against the United States for compensation for 
injuries sustained by him as the result of an accident involving an 
Army truck, while he was fighting a forest fire at Camp Carson, Colo., 
on January 17, 1950. 

STATEMENT 


A similar bill, S. 4110, was reported favorably to the Senate from 
the committee on December 11, 1950. 

On January 17, 1950, a forest fire was observed about 2 miles 
northwest of Camp Carson, Colo. The personnel on the military 
reservation, both military and civilian, were alerted when it appeared 
that the fire threatened the reservation. Despite all efforts made 
by the troops and other personnel on duty at Camp Carson, the 
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wind and weather were such that the fire could not be controlled. 
The military authorities at Camp Carson thereupon requested the 
fire department of the city of Florence, Colo., to assist in fighting the 
fire. Howard Lovell, a member of the city council of Florence and 
a member of the fire and police committee of that city, accompanied 
“ x . . . . 

the Florence Fire Department, with all of its available equipment, 
to Camp Carson to oversee and direct the operation of said fire depart- 
ment in fighting the forest fire. The Florence Fire Department was 
assigned to a certain area on the military reservation. When the 
fire in that area had been stopped Mr. Lovell set out to find Gordon 
C. Cameron, the fire chief of Camp Carson, to obtain further orders. 
He was given a ride in a \-ton Army truck by three soldiers. He 
found the Camp Carson fire chief and received a new assignment 
for the Florence Fire Department. He then started to return to his 
organization in the Army truck by way of B Street. In the mean- 
time, however, the forest fire had reached B Street and had burned 
the bridge across a ditch. A strong wind was blowing, smoke was 
very thick, and the soldier operating the truck in which Mr. Lovell 
was riding was unable to see that the bridge had burned down, and 
the truck dropped into the ditch, resulting in the serious injury of 
Mr. Lovell. By reason of his injury Mr. Lovell was hospitalized in 
the Camp Carson Station Hospital for a period of 32 days. 

A résumé of his injuries and treatment are contained in the letter 
of the Department of the Army to the Attorney General, dated 
September 15, 1950, which is hereto attached. 

Mr. Lovell was 51 years of age at the time of his injury, and was the owner and 
operator of a tourist court, from which he was earning approximately $250 per 
month. The Department is not informed as to whether he received any salary as 
a member of the City Council of Florence, Colo. Mr. Lovell has estimated his 
loss of earnings as a result of his injury on January 17, 1950, at $330. His wife, 
Mrs. Phyllis A. Lovell, 41 years of age, and his daughter, Nora Irene Lovell, 11 
years of age, are wholly dependent upon him for their support, and his mother-in- 
law, 72 vears of age, is partially dependent upon him. Following his injury all 
medical treatment and hospitalization were furnished to Mr. Lovell at Camp 
Carson without charge. The claims officer who investigated this accident has 
advised that after Mr. Lovell’s release from the hospital he made 46 trips for 
physiotherapy treatments at an estimated total expense of $188.60. 

Inasmuch as the military authorities at Camp Carson, Colo., had requested the 
Florence Fire Department to assist in fighting a forest fire which threatened the 
destruction of the camp, and as Mr. Lovell was actively engaged in directing the 
operations of said fire department at the time of his injury, it is the view of the 
Department of the Army that he should be compensated by the United States in a 
reasonable amount for the damages sustained by him on account of his injury. 
Considering the age, occupation, and earnings of the claimant at the time of his 
injury, the serious nature of the injuries sustained by him, which have resulted in a 
considerable degree of permanent disability, the pain and suffering which he has 
undergone, the loss of earnings sustained and the expenses incurred by reason of 
his injury, and the number of persons dependent upon him, it is the view of the 
Department of the Army that the proposed award of $5,000 provided in 8. 4110 is 
fair and reasonable. 


The Department of Justice concurs in the recommendation of the 
Department of the Army. 

It will be noted that S. 1362 was introduced in the Eighty-second 
Congress in the sum of $10,000, while S. 4110 of the Eighty-first Con- 
gress was introduced in the sum of $5,000. No additional evidence 
has been submitted as to why the sum of $10,000 is a more just or 
reasonable sum than the sum of $5,000, which was approved by the 
committee in the Eighty-first Congress. For this reason the com- 
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mittee is constrained to approve the same amount as it approved in 
the Eighty-first Congress and recommends that S. 1362, as amended, 
be considered favorably. 

Attached hereto and made a part of this report is the letter from 
the Department of the Army to the Attorney General, dated Septem- 
ber 15, 1950, and the letter from the Department of Justice to Hon. 
Pat McCarran, dated November 8, 1950. 


DEPARTMENT OF THE ARMmy, 
Wash ngton, Septe mber 15, 1950, 
The honorable the ArroRNEY GENERAL, 
Washington, D. C. 
Dear Mr. ArrorNEY GENERAL: Reference is made to your letter with which 
vou enclosed a copy of 8S. 4110, Eighty-first Congress, a bill for the relief of 
Howard Lovell. You state that the Senate Committee on the Judiciary has 


requested the Department of Justice to submit a report on this bill and has 
advised that if reports are necessary from other sources they will be secured by 
your Department and submitted along with your report to the committee. You, 


therefore, request the comments of the Department of the Army on 8. 4110. 

This bill provides as follows: ‘‘That the Secretary of the Treasury is authorized 
and directed to pay, out of any monev in the Treasury not otherwise appropriated, 
to Howard Lovell, of Florence, Colorado, the sum of $5,000, in full satisfaction 
of his claim against the United States for compensation for injuries sustained by 
him while fighting a forest fire at Camp Carson, Colorado, on January 17, 1950, 
as the result of an accident involving an Army truck, he having no remedy under 
the Federal Tort Claims Act, as amended.”’ 

On January 17, 1950, a forest fire was observed about 2 miles northwest of 
Camp Carson, Colo. The personnel on the military reservation, both military 
and civilian, were alerted when it appeared that the fire threatened the reserva- 
tion. Despite all efforts made by the troops and other personnel 01 duty at 
Camp Carson, the wind and weather were such that the fire could not be con- 
trolled. The military authorities at Camp Carson thereupon requested the fire 
department of the city of Florence, Colo., to assist in fighting the fire. Howard 
Lovell, a member of the city council of Florence and a member of the fire and 
police committee of that city, accompanied the Florence Fire Department, with 
all of its available equipment, to Camp Carson to oversee and direct the opera- 
tions of said fire department in fighting the forest fire. The Florence Fire Depart- 
ment was assigned to a certain area on the military reservatior When the fire 
in that area had been stopped, Mr. Lovell set out to find Gordon C. Cameron, 
the fire chief of Camp Carson, to obtain further orders. He was given a ride ina 
44-ton Army truck by three soldiers. He found the Camp Carson fire chief and 
received a new assignment for the Florence Fire Department. He then started 
to return to his organization in the Army truck by way of B Street In the 
meantime, however, the forest fire had reached B Street and had burned the bridge 
across a ditch. A strong wind was blowing, smoke was very thick, and the soldier 
operating the truck in which Mr. Lovell was riding was unable to see that the 
bridge had burned down, and the truck dropped into the ditch, resulting in the 
serious injury of Mr. Lovell. By reason of his injury Mr. Lovell was hospitalized 
in the Camp Carson station hospital for a period of 32 days. 

On June 1, 1950, Capt. Ralph E. Brown, Jr., Medical Corps, United States 
Army, chief of surgical service, station hospital, Camp Carson, submitting the 
following report concerning the injuries sustained in this accident by Mr. Lovell 
and the treatment thereof: 

“He was treated for the following injuries: (1) Burns, severe, first and second 
degree, all surfaces, right hand; (2) wound, lacerated, severe, involving skin and 
subcutaneous tissues mesial aspect junction of middle and upper one-third t! ; 
left: (3) fracture, simple, severe, complete, transverse, carpal scaphoid, left; 
(4) fracture, simple, severe, complete, transverse, stvyloid process of radits, left; 
(6) fracture, simple, severe, incomplete, transverse, head of radius, left: (7) frac- 
ture, simple, severe, incomplete, oblique (chip) medial epicondyle humerus, left; 
for which he received the following treatment: Immobilization of multiple frac- 
tures of left upper extremity in plaster of paris extending from carpal bones to 
midportion of upper arm and debridement and secondary closure of wound of 


thigh. He was hospitalized on the Surgical Service from January 17, 1950, until 
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February 18, 1950, a period of 32 days. Since his discharge from the hospital he 
has been seen at periodical intervals as to the progress of his injuries. 

“Examination today reveals the following residual disability: 30° limitation of 
motion of dorsi-flexion of the left wrist; 45° limitation of motion of flexion of the 
left wrist; 15° limitation of extension of the left elbow; 30° limitation of motion of 
flexion of the left elbow; 45° limitation of motion of abduction of the left shoulder; 
30° limitation of motion of full extension of the left shoulder. X-ray examination 
reveals complete union of the multiple fracture of the left upper extremity. He 
has received, and will continue to receive, physiotherapy to regain as much 
function as possible. 

“It is felt that Mr. Lovell has progressed as well as could be expected from the 
injuries which he received and that his present disability, while limiting his 
activities to some extent, is not such that would render him totally disabled from 
gainful occupation.” 

Mr. Lovell was 51 vears of age at the time of his injury, and was the owner and 
operator of a tourist court, from which he was earning approximately $250 per 
month. The Department is not informed as to whether he received any salary 
as a member of the city council of Florence, Colo. Mr. Lovell has estimated his 
loss of earnings as a result of his injury on January 17, 1950, at $330. His wife, 
Mrs. Phyllis A. Lovell, 41 years of age, and his daughter, Nora Irene Lovell, 11 
years of age, are wholly dependent upon him for their support, and his mother- 
in-law, 72 years of age, is partially dependent upon him. Following his injury 
all medical treatment and hospitalization were furnished to Mr. Lovell at Camp 
Carson without charge. The claims officer who investigated this accident has 
advised that after Mr. Lovell’s release from the hospital he made 46 trips for 
physiotherapy treatments at an estimated total expense of $188.60. 

Inasmuch as the military authorities at Camp Carson, Colo., had requested 
the Florence Fire Department to assist in fighting a forest fire which threatened 
the destruction of the camp, and as Mr. Lovell was actively engaged in directing 
the operations of said fire department at the time of his injury, it is the view of 
the Department of the Army that he should be compensated by the United States 
in a reasonable amount for the damages sustained by him on account of his injury. 
Considering the age, occupation, and earnings of the claimant at the time of his 
injury, the serious nature of the injuries sustained by him, which have resulted 
in a considerable degree of permanent disability, the pain and suffering which he 
has undergone, the loss of earnings sustained and the expenses incurred by reason 
of his injury, and the number of persons dependent upon him, it is the view of the 
Department of the Army that the proposed award of $5,000 provided in 8. 4110 
is fair and reasonable. 

The Federal Tort Claims Act (60 Stat. 843; 28 U. S. C. 931) as revised and 
codified by the act of June 25, 1948 (62 Stat. 933; 28 U. S. C. 1346 (b)), and as 
amended by the act of April 25, 1949 (Public Law 55, 81st Cong.), confers juris- 
diction upon the United States district courts to hear and determine claims 
against the United States “for money damages, accruing on and after January 1, 
1945, for injury or loss of property, or personal injury * * * caused by the 
negligent or wrongful act or omission of eny employee of the Government while 
acting within the scope of his office or employment.”’ The truck in which Mr. 
Lovell was riding at the time of the accident on January 17, 1950, was at such 
time being operated in a lawful and proper manner. This claimant, therefore, 
has no remedy under the Federal Tort Claims Act, as amended, for the reason 
that his injury was not caused by any “negligent or wrongful act or omission’’ 
on the part of any officer, agent, or employee of the United States, a condition 
precedent to the bringing of a claim under the terms of that statute. There is 
no other statute under which the claimant may recover damages from the United 
States on account of his injury. There is, therefore, no method by which he may 
be compensated for the damages sustained by aim except through the enactment 
by the Congress of a private relief bili such as S. 4110. 

A bill similar in principle, S. 404, Eighty-first Congress, for the relief of Emma 
L.. Jackson, bas been enacted, and it was approved by the President on June 15, 
1950, becoming Private Law 495, Eighty-first Congress. In that case a fire 
broke out at Fort Benjamin Harrison, Ind., on May 31, 1945. The fire-fighting 
equipment at Fort Benjamin Harrison was inadequate to gain control of the fire 
and the military authorities at that station called upon the [ndianapolis Fire 
Department to assist in fighting the fire. Mrs. Jackson’s husband, Everett L. 
Jackson, a member of the Indianapolis Fire Department, while fighting the fire 
was overcome by heat and smoke and dicd a few minutes thereafter. The 
Congress by S. 404 appropriated the sum of $5,000 for the relief of Mrs. Jackson 
on account of the death of her husband. 
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In the light of the foregoing facts the Department of the Army has no objection 
to the enactment of 8S. 4110. 
Sincerely yours, 
FRANK Pace, Jr., 
Secretary of the Army. 


DEPARTMENT OF JUSTICE, 


Washington, November 8, 1950. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 4110) for the relief of Howard 
Lovell. 

The bill would provide for payment of the sum of $5,000 to Howard Lovell, of 
Florence, Colo., in full satisfaction of his claim against the United States for com- 
pensation for injuries sustained by him while fighting a forest fire at Camp Carson, 
Colo. 

In compliance with your request, a report was obtained from the Department 
of the Army concerning this legislation. According to that report, which is en- 
closed, it appears that on January 17, 1950, a forest fire was observed about 2 miles 
northwest of Camp Carson, Colo. Despite the efforts made by the troops and 
other personnel on duty at Camp Carson, the wind and weather was such that the 
fire could not be controlled. The military authorities thereupon requested the 
Fire Department of the City of Florence, Colo., to assist in fighting the fire. 
Claimant, a member of the City Council of Florence and of the fire and police 
committee of that city, accompanied the fire department to Camp Carson to 
supervise its operations in fighting the forest fire. In the course of such operations 
he was given a ride in an Army truck by three soldiers. Because of thick smoke 
the driver of the truck was unable to observe that a bridge had burned down and 
consequently the truck dropped into a ditch which the bridge had spanned. 
Claimant suffered serious injuries from which he has not completely recovered. 

At the time of the accident claimant was 51 years of age and was the owner and 
operator of a tourist camp from which he was earning approximately $250 per 
month. He has estimated his loss of earnings as a result of his injury at $330. 
His wife and minor daughter are wholly dependent upon him for support and his 
mother-in-law is partially dependent upon him. Following his injury all medical 
treatment and hospitalization were furnished to him at Camp Carson without 
charge. After his release from the hospital he incurred total expenses of $188.60 
for physiotherapy treatments. 

The Department of the Army states that inasmuch as the military authorities at 
Camp Carson had requested the Florence Fire Department to assist in fighting the 
fire and as claimant was actively engaged in directing the operations of the fire 
department at the time of his injury, it is the view of the Department of the Army 
that he should be compensated in a reasonable amount for the damages sustained 
by him. It further states that considering his age, occupation, and earnings at 
the time of his injury, the degree of permanent disability which he has sustained, 
the pain and suffering he has undergone, the loss of earnings sustained and the 
expenses incurred by reason of his injury, and the number of persons dependent 
upon him for support, it believes that the proposed award of $5,000 is fair and 
reasonable. The report directs attention to the fact that the Federal Tort Claims 
Act authorizes suit against the Government for injuries or losses caused by the 
negligent or wrongful act or ommission of any Government employee while acting 
within the scope of his office or employment. Inasmuch as the truck in which he 
was riding at the time of the accident was being operated in a lawful and proper 
manner, he has no remedy under the act. The report also directs attention to a 
similar bill introduced for the relief of a widow whose husband lost his life fighting 
a fire at Fort Benjamin Harrison, as a member of the Indianapolis Fire Depart- 
ment. This bill was enacted and became Private Law 495, Eighty-first Congress. 
The report concludes with the statement that in the light of the foregoing facts, 
the Department of the Army has no objection to enactment of the bill. 

The Department of Justice concurs in the views of the Department of the 
Army. 

The Director of the Bureau of the Budget has advised this office that there would 
be no objection to the submission of this report. 

Yours sincerely, 
PEYTON Forp, 
Deputy Attorney General. 


O 
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MRS. WALTER J. BICKFORD 


May 28 (legislative day, May 17), 1951.—Ordered to be printed 


McCasran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany IH, R. 512] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 512) conferring jurisdiction upon the United States District 
Court for the District of Massachusetts to hear, determine, and render 
judgment upon the claim of Mrs. Walter J. Bickford, having con- 
sidered the same, reports favorably thereon, with an amendment, and 
recommends that the bill, as amended, do pass. 


AMENDMENT 


On line 14, page 2, following the period, insert the following 
language: 


Enactment of this Act shall not be construed as an implication of liability or 
the part of the United States. 


The purpose of the proposed amendment is self-explanatory. 
PURPOSE 


The purpose of the proposed legislation, as amended, is to confer 
jurisdiction upon the United States District Court for the District of 
Massachusetts to hear, determine, and render judgment upon the 
claim of Mrs. Walter J. Bickford, of Andover, Mass., against the 
United States for damages sustained as a result of blasting operations 
conducted on the Merrimack River near Lowell, Mass., during the 
year 1937. 

STATEMENT 

On November 16, 1936, the President 


provement of flood conditions at Lowell, Mass., 


’ 
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rock ledge, gravel, and sand from the Merrimack River. The project 
consisted of enlarging the waterway for the purpose of providing an 
adequate channel capacity for flood discharge and related work. The 
flood-control work was sul bjeet to local cooperation and conditioned 
upon the city of Lowell protecting the United States from damages 
arising from the — of the flood-control work. The city council of 
Lowell on December 1, 1936, passed a resolution agreeing to hold and 
save the United States free from all claims for damages and from all 
liabilities due to the construction work. This resolution was accepted 
by the Secretary of War on January 16, 1937, as satisfactorily meeting 
the requirements of the War Department 

At the time of the blasting operation enlarging the waterway 
Mrs. Walter J. Bickford, with her husband, owned and operated 
restaurant on the Lawrence Boulevard, Lowell, Mass. Affidavits 
attached to the House report on this bill indicate that as a result of 
the blasting operations this restaurant was severely damaged and its 
owners were forced to abandon the business. 

A bill to confer jurisdiction upon this same court to hear any of the 
claims resulting from this blasting operation was before this com- 
mittee in the last Congress. The only evidence submitted on that 
bill which would have sustained the conferment of jurisdiction on the 
district court to hear these claims were the aflidavits of the Bickfords. 
The committee felt at that time that the city of Lowell, Mass., should 
assume the obligation incumbent upon it under the agreement to hold 
and save the United States from lability as a result of this blasting 
operation. 

It appears from the language of this bill that it is intended that 
(1) the claimant will have her day in court to prove her loss as a result 
of this operation, and (2) in the event that the claimant’s assertions 
are established, the city of Lowell, Mass., will be held to its agreement 
to hold and save the United States safe from the results of this blasting 
operation. The committee realizes that by requiring that the city of 
Lowell, Mass., be named as a defendant as a condition prece dent to 
subjecting the Government to suit, it cannot impose conditions upon 
the city which would deny any jurisdictional defenses which that city 
may have in a suit instituted by a private individual. Consequently, 
the committee was concerned about the right of the United States to 
implead the city of Lowell, Mass., in this action if the city should 
interpose any jurisdictional defenses in this case. The committee 
received a memorandum on that question from the American Law 
Section of the Legislative Reference Service and that memorandum 
is appended to this report. The memorandum indicates to the satis- 
faction of the committee that the United States could successfully 
implead the city of Lowell under the agreement between the city and 
the United States. 

This bill is an attempt to have all parties represented who have an 
interest in this suit in order that the claim may be adjudicated in one 
action. The committee believes that such attempt is proper. How- 
ever, if the city of Lowell should interpose jurisdictional defenses after 
being named as a party defendant in this suit and is successful in 
doing so, the committee believes that the United States should imme- 
diately move to implead the city. It is difficult to perceive how 
agreements such as the one entered into in this instance are of any 
value unless the Congress insists upon compliance with those agree- 
ments. 
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be favorably considered. The evidence before the committee indi- 
cates that an individual may have suffered wrong due to a flood- 
control operation of the United States Government. The committee, 
however, is unable to determine the amount of damage sustained 
and it therefore prefers to have a determination made upon the whole 
claim by a forum properly equipped to determine not only the 
liability, if any, but also the measure of damages. 

Attached to this report and made a part thereof, in addition to 
the memorandum referred to above, is the report of the Department 
of the Army submitted in connection with a similar bill introduced in 
the Eighty-first Congress, and three of the affidavits of persons h: iving 
knowledge of the blasting operation and the damage to the claimant’s 


restaurant. 


The committee believes that this legislation, as amended, should 


To: Senate Committee on the Judiciary. 

Attention: Mr. Wayne Smithey. 

Subject: Right of United States to Implead a Munici] 
Defendant in a Tort Claim. 


When a municipal corporation, by contract, agrees to indemnif e | 
States against loss in tort actions arising out of blasting operations conduet« 
by United States pe rsonnel for the benefit of the said corporation, the latte as 
assumed a status rendering it eligible to be joined as a party defendant ler 
rule 14 (a) of the Federal Rules of Civil Procedure and risk: mtoa 
this result would appear to be unnecessary. This concl n is based 
affirmative disposition of the following questions, name] 1) whether ru i4 
of the Federal Rules of Civil Procedure can be invoked by e United Sta 
actions in which it is a defendant, (2) whether the liabilit v t he ‘ lefe 
of a third party under a contract of indemnity will support joinder of said 
in a tort action, (3) whether a municipality is immune from suit in a Fe rT 
court under such a contract, and (4) whether Federal courts, even when a1 
pality is unable to claim such immunity, have jurisdiction over litigati« 
embraces a claim brought by private citizens against the municip: 
they reside. 

1) As to the first question, it has been maintained by commentators that 
inasmuch as the Federal Rules of Civil Procedure, subjeet to jurisdic al 
limitations, are applicable generally to actions by and against the United States 
and the sovereign States, the United States, when it is a defendat ! u! 


to implead a third party under rule 14 (a). (James W. Moore, Moore’s ledera 


Practice (2d ed., 1948), pars. 1.05, 14.29, 20.07. Even more authoritative support 
for this conclusion is to be found in the recent case of United States v. Yellow ¢ 

Co. (1951) (71 S. Ct. 399), in which the Supreme Court not only allowed a plaintiff 
to join the United States, even against its objections, as a third party defendant 
in a tort claim, but also declared that the Federal Government, in tur? uld be 


able to enforce a right of contribution from joint tort feasors by impleading t] 
joint tort feasors as third party defendants. 

(2) In harmony with rulings (Brady v. Black Diamond S. S. Co. (1941), 45 F. 
Supp. 338) which have established the principle that an indemnitor is eligible to 
be joined as a third party defendant, the United States is deemed privileged to 
bring in a third party whose liability to it is founded upon an 
(Moore, op. cit. supra., pp. 509-510). 

(3) All doubts as to whether the judicial power of the United States extends to 
a suit against a municipality have been dispelled by decisions to the effeet th: 
suit against a municipal corporation is not a suit against one of the United States 
within the meaning of the eleventh amendment (Wheeler v. Chicago (1895), 68 F. 
526; Dunnock v. Kansas State Highway Commission (1938), 21 F. Supp. 882). 
Moreover, even under the relevant principles of the law of municipal corpora- 
tions, a municipality is deemed to be liable on all valid contracts which it makes 
whether as an organ of government representing the sovereign state, or as a 


expre — ¢€¢ 
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private corporation. (Eugene McQuillen, The Law of Municipal Corporations 
(3d ed. 1950), v. 18, p. 134, see. 53.01.) 

(4) Since the suit against the United States presents a Federel question, that 
is, a claim arising under the laws of the United States, jurisdictional requirements 
for getting the case into the Federal courts are thus satisfied; and the jurisdiction 
thus acquired is deemed sufficient to carry with it jurisdiction of a non-Federal 
claim brought against a municipal corporation by plaintiffs resident therein. 
Insofar as any question might be raised founded upon a want of diversity of 
citizensbip between the plaintiff and the impleaded municipality, the weight of 
authority is to the effect that impleader is ancillary to the main claim and an 
independent basis of jurisdiction is not needed to support a third party proceeding. 
Certainly, as between the real disputants, the United States and the municipel 
corporation as defendants, no diversity of citizenship issue would arise. (Moore, 
op. cil. supra, par. 1429, pp. 509-514; John W. Willis, Five Years of Federal Third 
Party Practice (1943) 29 Va. L. R. 985-986, 998-1003; Alexander Holtzoff, Some 
Problems Under Federal Third Party Practice (1941) 3 Le. L. R. 414-416). 


NORMAN J. SMALL. 


DEPARTMENT OF THE ARMY, 
Washington, D. C., November 18, 1949. 
Hon. EMANUEL CELLER, 


Chairman, Commitiee on the Judiciary, 
House of Representatives. 

Dear Mr. Cetier: The Department of the Army is opposed to the enactment 
of H. R. 4709, Eighty-first Congress, entitled A bill conferring jurisdiction 
upon the United States District Court for the District of Massachusetts to hear, 
determine, and render judgment upon claims arising out of certain blasting oper- 
ations on the Merrimack River.” 

This bill provides as follows: 

“That jurisdiction is hereby conferred upon the United States District Court 
for the District of Massachusetts to hear, determine, and render judgment upon 
anv claim against the United States for damages sustained as a result of blasting 
operations conducted on the Merrimack River during the year 1937 in connection 
with the prosecution of a flood-control project under the supervision of the Army 
engineers. 

“Sec. 2. In the determination of such claims, the United States shall be held 
liable for such damages, and for any acts committed by any of its officers or em- 
plovees, to the same extent as if the United States were a private person. 

“Sec. 3. Suit upon such claims may be instituted at any time within one year 
after the enactment of this Act, notwithstanding the lapse of time or any statute 
of limitations. Proceedings for the determination of such claims, and apveals 
from any payment of any judgment thereon, shall be in the same manner as in 
the cases of claims over which such court has jurisdiction under the provisions of 
paragraph ‘twentieth’ of section 24 of the Judicial Code, as amended.”’ 

The act of Congress approved June 22, 1936, Public Law 738, Seventy-fourth 
Congress (49 Stat. 1570) entitled ““An Act authorizing the construction of certain 
public works on rivers and harbors for flood control and for other purposes,” 
provided in section 5 thereof as follows: 


““MERRIMACK RIVER, NEW HAMPSHIRE AND MASSACHUSETTS 


“Construction of a system of flood-control reservoirs in the Merrimack River 
Basin for the reduction of flood heights in the Merrimack Valley generally; esti- 
mated construction costs, $7,725,000; estimated cost of lands and damages, 
$3,500,000.” 

Section 3 of that act provided, in pertinent part, as follows: 

“That hereafter no money appropriated under authority of this Act shall be 
expended on the construction of any project until States, political subdivisions 
thereof, or other responsible local agencies have given assurances satisfactory to 
the Secretary of War that they will * * * (b) hold and save the United 
States free from damages due to the construction works; * * *,” 

On November 16, 1936, the President allocated funds for the improvement of 
flood conditions at Lowell, Mass., by the removal of rock ledge, gravel, and sand 
from the Merrimack River. The project consisted of enlarging the waterway for 
the purpose of providing an adequate channel capacity for flood discharge and 
related work. This was the only project conducted by the War Department on 
the Merrimack River in 1937 in which blasting operations were employed. 
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The prosecution of the flood-control work on the Merrimack River at Lowell, 
Mass., was subject to local cooperation and conditioned upon the city of Lowell 
protecting the United States from all claims for damages resulting from such 
flood-control work. As the result of this requirement, a resolution was adopted 
by the City Council of the City of Lowell, on December 1, 1936, which provided 
in part as follows: 

“Be it further resolved that the said city of Lowell, Mass., will hold and save 
the United States, its officers and employees, free from all claims for damages and 
from all liabilities due to the construction work and will maintain and operate 
without expense to the United States all completed flood-control structures in 
accordance with regulations prescribed by the Secretary of War. 

“In city council, December 1, 1936. 

‘Read twice and passed, under suspension of the rules, every 
yea. 

‘‘Approved by Dewey G. Archambault, mayor, December 2, 1936. 

This resolution was accepted by the Secretary of War on January 16, 1937 
satisfactorily meeting the requirements of the War Departn 


member voting 





1ent 
The General Laws of the Commonwealth of Massachusetts (ch. 40, Ter. Ed 
set forth the powers and duties of the cities and towns. By an act approved 
March 1, 1935 (acts of 1935, ch. 28), a new paragraph (par. 39) was added to 
section 5 of chapter 40, General Laws of Massachusetts, thus making said section 


read, in pertinent part, as follows: 
“Section 5. A town may at any town meeting appropriate money for the follow 

ing purposes: 
* * ~ * * 


(39) For providing cooperation with the Federal Government in unemploy- 


ment relief and other projects, of direct or indirect benefit to the town or its 
inhabitants.” 

In view of the above-quoted statute of the Commonwealth of Massachusetts, 
it would appear that the City Couneil of the City of Lowell was within its rights 
in passing the resolution, approved December 2, 1936, saving the United St 





2; ted States, 
its officers and employees from all claims for damages and from all liabilities on 
account of flood-control work in the Merrimack River at Lowell. 

An investigation by the division engineer, New England Division, Corps of 
Engineers, Boston, Mass., revealed that prior to October 3, 1939, 18 claims for 
damages caused by blasting operations in the flood-control work in the Merri- 
mack River at Lowell had been filed with the citv of Lowell. The solicitor for 


the citv of Lowell has advised that the city has taken no action with refere1 
the individual blasting claims and that his records do not indicate that 
claims are pending before the city council. 

Inasmuch as the prosecution of the flood-control project on the Merrimack 
River at Lowell, Mass., was undertaken by the War Department subject to local 
cooperation and conditioned upon the city of Lowell saving the United States and 
its officers and emplovees from all claims arising out of such flood-control work, 
it is considered that the duty of determining the validity and making adjustment 
of any such claims is entirely the responsibility of the city of Lowell and that the 
United States should not be required to bear the expense of investigating and 
defending the suits which would be authorized by the enactment of H. R. 4709. 
The Department of the Army therefore recommends that this bill be not favorably 
considered. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 


ce to 
anv such 


Gorpon Gray, Secretary of the Army. 


AFFIDAVIT OF RIcHARD M. BoLaNpb 
Aprit 10, 1950. 

During the spring and summer season of the year 1937, I had numerous occa- 
sions to stop at the restaurant then known as the Minuet for lunch or dinner. At 
this time the United States Army engineers were engaged in the flood-control 
project for the Merrimack River. 

At a location directly in the rear of this restaurant, a large rock foundation had 
to be removed to increase the flow of water. This work necessitated the use of 
rock drills and dvnamite, with all the noise, confusion, and traffic control usually 
associated with this type of work. Large gasoline-type air compressors were 
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parked on the bank near the restaurant and, i: 


: addition to the noise, gave off gas 
fumes at all times. 


On one occasion I was in the restaurant when a charge of dynamite was set. off 
and one piece of rock went through the roof. Most customers of the Minuet, 
because of the noise and blasting, would not or could not stop at the restaurant. 
This condition must have resulted in a large loss of business. 

The traffic along in front of the restaurant during blasting operations was con- 
trolled by men with red flags and signs stating the danger from blasting. 
Ricuarp M. Bo.anp. 
COMMONWEALTH OF MASSACHUSETTS, 
Middlese<, ss; 


Then personally appeared Richard M. Boland and made oath that the above 
statement by him subscribed is true to the best of his kuowledge, information, and 
belief, before me Apri! 10, 1950, at Lowell, Mass., County of Middlesex. 

[SEAL] KATHERINE C,. MchKENNA, 

Notary Public. 
My commission expires January 1953. 


AFFIDAVIT OF WALTER J. BICKFORD 


I, Walter J. Bickford, son of the former owner of the Minuet Restaurant, the 
late Walter J. Bick‘ord, reside at 98 Main Street, Andover, Mass. 

The Minuet Restaurant on the Lawrence Boulevard, Lowell, Mass., was first 
opened in 1934 by Walter J. and Winnifred C. Bickford. In the summer of 1936, 
a new and larger restaurant was opened. The new structure was a beautiful, 
well-designed colonial-type building, exceptionally well constructed in every 
detail. In front of the restaurant, and on either side, was a large parking are¢ 
which was approached by two long driveways. Both the parking area and the 
drives were paved with finely crushed granite. 

About January 1937, United States Army engineers, began moving equipment 
on the Minuet property. Huge trucks, bulldozers, and compressors were parked 
in large numbers along the front of the building, directly by the dining-room 
windows. Protests of the owner to the Army engineers were not heeded. 

In a short time, the heavy trucks, bulldozers, and compressors tore up the 
driveways and disturbed everyone within hearing distance, especially the patrons 
of the restaurant. Naturally, the continual noise and movement of machines 
around the parking area interfered with business. People who patronized the 
restaurant found it difficult to park their cars, and difficult to enter or leave the 
building safely. Again, protests were ignored by the United States engineers. 

When the blasting began, men were placed in front of the driveway with red 
flags, containing the words ‘‘Danger—Blasting.”’ 

Thus, many guests feared to enter the building. 

The blasting continued, the building shook; rocks and stones were hurled upon 
the roof and the sides. 

On August 11, 1937, two large rocks hit the kitchen roof with such tremendous 
force that they went through the roof. 

On August 19, 1937, a boulder weighing more than 100 pounds went through 
the roof of the main structure of the building. I was in the building at the time 
and was thrown against a wall by the force of the impact of the boulder striking. 
I went to the second floor and found the ceiling torn down, the plumbing smashed, 
a large hole in the roof, and boards in the floor broken. The powder room was 
partly demolished. 

Charges used for the blasting were very heavy. Dishes were thrown from the 
shelves, and expensive sets were broken. Glassware was smashed. Pans and 
other equipment were bounced from their places. 

The guests were frightened. Many people complained and left hurriedly— 
never to return. Not feeling safe inside the building, our patrons, who naturally 
enjoved a quiet meal, went to other places. 

In 1938, the restaurant sold for $9,000. In 1936, an offer of $35,000 for the 
restaurant had been refused. 
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The total loss was over $26,000, as itemized below: 


‘ost of building eo tee 2 ; : : $18, 000 
‘ost of land }___ i S00 
‘ost of kitchen equipment 1, 000 
‘ost of bar_-_- iets : 1, 000 


ee 


ost of furniture __ Ber alae . e 2, OOO 
‘ost of dishes and silver ; 7 1, 200 
Total cost____-_- pele oe : 27, 000 
Rees te ae ee 8 ; i meas 9, 000 


of restaurant = : Z 1S, 000 
; ee : * a : 8, OOO 


Total loss on sale 
Loss of business in 1937 


Total loss____- Ba 26, 000 


1 Price, $3,300; mortgage, $2,500. 


There were other losses, such as the liquor license, which was $850 for the 
year 1937 and only used 5 months. 

These losses were a direct result of the actions and operations of the United 
States engineers. Considering that the business prior to 1937 was made up of 
an excellent clientele and was steadily increasing until the Government project 
began, the estimates of the losses are conservative. Examination of our restau- 
rant building showed that from blasting it has been shaken loose on its foundation, 
causing much other damage. 

WaLTeR J. BICKFORD. 
ANDOVER, April 11, 1950. 
COMMONWEALTH OF MASSACHUSETTS, 
Essex, ss: 


Then personally appeared Walter J. Bickford and made oath that the above 


statement by him subscribed is true to the best of his knowledge, information, 
and belief, before me. 
[SEAL] Geo. H. WINstow, 
Nota y Pul ic. 


My commission expires September 22, 1950. 


AFFIDAVIT OF Donatp J. BickKrorp 


[am Donald J. Bickford, son of Walter J. and Winnifred C. Bickford, former 
owner of the Minuet Restaurant located on the Lawrence-Lowe 
Lowell, Mass. I am a disabled veteran of World War II and live in Miami, Fla. 


In 1937 I witnessed a disgusting exhibition of carelessness and arrogance on 


the part of the United States Army engineers, in virtually destroying the business 
of my parents. This occurred while blasting operations were going on in the 
river bed in back of our restaurant. Extremely heavy charges of dynamite were 
used, throwing rocks and stones upon the newly built restaurant. Very heavy 
rocks were thrown up and crashed through the roof, tearing a very large hole in 
one section, ripping the ceiling down and damaging a room extensively. There 
were other occasions when rocks came through the roof. Huge trucks and heavy 
equipment of all kinds were parked across our entrances, along our dining-room 
windows, and just making a mess of the appearance of the outside. No atten- 
tion was paid to protest about this; they took an attitude of complete domination. 
The United States engineers just seemed to take the place over. Bulldozers 
and heavy trucks raced their motors within a few inches of our dining rooms; 
they ran trucks back and forth in our parking area. All of this was unnecessary. 


The work was being done in the river bed to the rear 
1937. They (the United States engineers) approached my father and wanted to 


of the restaurant early in 


use our dining room as an office—to be rented. My father naturally refused. 
After that, things became worse. 
Men were placed just outside our driveways holding red fla at 
“nt: Tar rer Bls ting’? Mes > le re dic rag 1 fro MOmnNne 
print: anger NAaStTIng. Many people were Giscouragedad trom com 
eat upon seeing these warnings. 
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When guests did come in, they found it difficult to find space to park their 
cars and then dodge huge moving dump trucks and squirm through greasy equip- 
ment to get in the door. 

Most of the time it was nerve-racking to remain inside the building; it was 
shaken by repeated blasts. People eating could hear stones hitting the roof. 
Their dishes were shaken on their table at times. The floors and whole building 
shook; the blasts were earsplitting. It became quite discouraging to hear com- 
plaints constantly from our customers who had eaten most of their luncheons and 
also their evening dinners daily. 

Our business gradually dropped off as the blasting operations increased. My 
parents had invested all the money they had in this restaurant. As a result of 
these blasting operations, they lost the greater part of their investment and were 
in reduced circumstances. 

What was salvaged was used up in illness that resulted from worry that impaire‘| 
their health. My father lived only 2 years after his business and livelihood had 
been ruined. My parents had a very good business and an attractive restauran 
They had refused excellent offers prior to this damage. 

I was unable to continue my education for lack of funds, whereas I could have 
finished comfortably had our livelihood not been just about taken away from us. 

It was necessary for me to come to Florida and live because of the condition of 
my health after service. 

My mother has had the opportunity of a comfortable old age removed because 
of the financial loss suffered, and I believe that she should be reimbursed for 
her losses. 

Donaup J. BickForD. 


AprRIL 13, 1950. 
STATE OF FLORIDA, 
County of Dade, ss: 

Then personally appeared Donald J. Bickford and made oath that the above 
statement by him subscribed is true to the best of his knowledge and belief, 
before me, 

[SEAL] Joun W. MatTrHews, 


Notary Public. 
My commission expires November 17, 1950. 


O 
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McCarran, from the Committee on Judiciary, submitted 


the following 


REPOR' 


> 


[To accompany H. R. 671] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 671) for the relief of Mrs. Sylvia Laquidara, having considered 
the same, reports favorably thereon, with an amendment, and recom- 
mends that the bill, as amended, do pass. 


AMENDMENT 


On page 1, line 6, strike out the figures ‘ 
lieu thereof ‘'$519.50” 


PURPOSE 


The purpose of the proposed legislation, as amended, is 
sum of $519.50 to Mrs. Sylvia pen lara, of Medford, Mass., 
settlement of all claims of Mrs. |! aquidara against the United 
on account of expenses incurred by her for medical treatment for | 
son, Salvatore Laquidara, who was totally disabled while serving 
the United States Army. 

STATEMENT 


The claimant is the mother of one Salvatore Laquidara. 
was inducted into the Army of the United States A 
honorably discharged on February 21, 1944. A ce 
ability was filed on this date stating that he was s 
mentia praecox, hebephrenic type, and that he was 
Veterans’ Administration hospital at Bedford, Mass 
in and out of hospitals since that time and from Septem! 
to December 20, 1946, he was hospitalized 


crijet 
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known as Bournewood Hospital, Brookline, Mass. This was done 
at the request of his parents. On November 1, 1946, the Veterans’ 
Administration authorized the payment of the expenses of furnishing 
the veteran bed, board, insulin, and electro-shock treatment from that 
date to December 20, 1946, the date of his discharge from Bourne- 
wood Hospital. 

The subject matter of this bill is the amount which the Veterans’ 
Administration would have paid had the request been made on Sep- 
tember 7, 1946, instead of November 1, 1946. The original claim 
was for $1,699.28, but the Veterans’ Administration, according to the 
House report, would have paid $1,131.50. This amount, according to 
the House report, would have been for the full period from September 
7, 1946, to December 20, 1946. The House report indicates that the 
$1,131.50 is what would be due this claimant for the period of Sep- 
tember 7, 1946 to November 1, 1946, but the committee can find no 
evidence of a factual nature that would indicate that said sum was not 
for the full period from September 7, 1946 to December 20, 1946. As 
stated before, the Veterans’ Administration authorized and paid for 
the patient’s hospitalization from November 1, 1946 to December 20, 
1946, in the sum of $612. The committee is forced to reach the con- 
clusion that upon the computation of the Veterans’ Administration 
the amount due should be $1,131.50, less the $612 paid by the Vet- 
erans’ Administration for the period of November 1, 1946 to December 
20, 1946; in other words, the proper amount, if this bill be approved, is 
$519.50. 

It is apparent from the letter of Col. Robert O. Dalton, dated 
September 15, 1947 (printed in the House report), that Mrs. Laquidara 
was in no way familiar with the proper procedure in this type of case. 
This is evidenced by the fact that when she made the request to take 
her boy to a private hospital to have insulin treatment, she was told 
that it could be done, and was given a piece of paper with the name 
of one Mrs. Queen in order to get help to pay for the treatment. 
Mrs. Laquidara thereupon did go to see Mrs. Queen, who was not 
there, and was informed by another person that the Government 
would not pay. Thereafter she went to see a doctor in the Veterans’ 
Administration and he said that the Government would start paying 
op the first of November. 

In view of the fact that the patient was eligible to be hospitalized 
and, as evidenced by the partial payment of the Veterans’ Adminis- 
tration, the Veterans’ Administration would have authorized the 
hospitalization had it been requested on September 7, 1946, the com- 
mittee is of the opinion that the bill, as amended, should be paid, and 
therefore recommends that the same be considered favorably. The 
reports from the Veterans’ Administration together with other perti- 
nent data is contained in House Report No. 221 of the Eighty-second 
Congress, first session, which is made a part hereof by reference, 


O 
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I 


Mr.’°McGarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 953] 


The Committee on the Judiciary, to which was re ‘fe rred the bill 
(H. R. 953) for the relief of Joseph A. Myers, Hazel C. Myers, and 
Helen Myers, having considered the same, reports favorably thereon, 
with an amendment, and recommends that the bill, as amended, do 
pass, 

AMENDMENT 


On page 1, line 7, strike the figures ‘$2,000’ and insert in lieu 
thereof the figures ‘$1,000” 

The amount of the award is reduced upon the recommendation of 
the Department of the Army to $1,000 for the reason that such a 
sum seems more in line with the degree of personal injuries and loss 
of earnings. In addition to this factor, the departmental reports 
indicate that the claimants had agreed to accept the reduced sum. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to pay 
the sum of $1,000 to Joseph A. Myers, Hazel C. Myers, and Helen 
Myers in full settlement of all claims against the United States on 
account of personal injuri’s and loss of earnings, which resulted from 
an accident in which the automobile owned by Joseph A. Myers 
was struck by an Army vehicle on Highway No. 71 in the parish of 
Grant near Colfax, La., on June 13, 1943. 
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STATEMENT 


It appears that on June 13, 1943, at about 9 a. m., an Army truck 
operated by an enlisted man on official business, was proceeding south 
on Highway No. 71 about a mile north of Colfax, La., closely following 
a civilian automobile. The civilian car stopped for a railroad crossing 
and the driver of the Army truck, in order to avoid colliding with it 
swerved out of his lane to the left. The Army truck, then apparently 
struck a railroad signal post, and thereupon ran back onto the highway 
and struck a 1936 Dodge sedan owned and operated by Joseph A. 
Myers, which was traveling north on the same highway. Mrs. 
Hazel C. Myers, wife of Joseph A. Myers, and their two daughters, 
Camille Myers and Helen Myers, were riding with him as passengers. 
Mr. Myers’ automobile was demolished and all of the occupants 
thereof except Camille Myers were injured. 


The Department of the Army states: 


The evidence in this case establishes that this accident and the resulting per- 
sonal injuries sustained by these claimants were not caused by any fault or negli- 
gence on their part but were caused solely by the negligence of the Army driver 
in driving the Army truck so close behind another vehicle that he was obliged to 
swerve suddenly to the left in order to avoid colliding with such vehicle when it 
stopped at a railroad crossing. The Department of the Army, therefore, believes 
that the claimants should be compensated in a reasonable amount on account of 
the personal injuries and loss of earnings sustained by them as the result of this 
accident. The proposed award of $5,000 provided in H. R. 8532 (H. R. 953 in the 
82d Cong.) is somewhat excessive considering the nature of the injuries received 
by the claimants, which do not appear to have resulted in any permanent dis- 
ability, and the fact that medical and hospital expenses in the aggregate amount of 
$180 were paid by Mr. Myers’ insurance carrier. The Department, however, 
would have no objection to the enactment of this bill if it should be amended to 
provide for an award to the claimants in the amount of $1,000, which amount 
they have heretofore agreed in writing to accept in full satisfaction and final 
settlement of all claims against the United States for the damages sustained by 
them as the resul. of their personal injury in the accident of June 13, 1943. An 
award in this amount, in the opinion of the Department, would constitute a fair 
and reasonable settlement. 


In view of the foregoing the committee recommends favorable 
enactment of the bill as amended. 


DEPARTMENT OF THE ARMY, 
Washington 25, D. C., August 1, 1950. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives. 


Dear Mr. CeELLER: The Department of the Army would have no objection 
to the enactment of H. R. 8532, Eighty-first Congress, a bill for the relief of Joseph 
A. Myers, Hazel C. Myers, and Helen Myers, if it should be amended as herein- 
after recommended. 

This bill would authorize and direct the Secretary of the Treasury to pay, out 
of any money in the Treasury not otherwise appropriated, to Joseph A. Myers, 
Hazel C. Myers, and Helen Myers, 115 Bentley Street, Alexandria, La., the sum 
of $5,000 in full settlement of all claims against the United States on account of 
personal injuries and loss in earnings, which resulted from an accident in which 
the automobile owned by Joseph A. Myers, was struck by an Army vehicle on 
Highway 71 in the parish of Grant near Colfax, State of Louisiana, on June 13, 
1943, 

On June 13, 1943, at about 9 a. m., an Army truck, operated by an enlisted 
man on official business, was proceeding south on Highway No. 71 about a mile 
north of Colfax, La., closely following a civilian automobile. The civilian car 
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stopped for a railroad crossing and the driver of the Army truck, in order to avoid 
colliding with it swerved out of his lane to the left. The Army truck, then appar- 
ently out of control, ran into the ditch on the left-hand side of the road, struck 
a railroad signal post, and thereupon ran back onto the highway and struck a 
1936 Dodge sedan owned and operated by Joseph A. Myers, which was traveling 
north on the same highway. Mrs. Hazel C. Myers, wife of Joseph A. Myers, and 
their two daughters, Camille Myers and Helen Myers, were riding with him as 
passengers. Mr. Myers’ automobile was demolished and all of the occupants 
thereof except Camille Myers were personally injured. 

On May 16, 1950, Dr. R. E. MeGill, of Alexandria, La., submitted the following 
statement concerning the injuries sustained in this accident by Mr. and Mrs 
Myers and Helen Myers: 

‘This is to advise that on June 13, 1943, I was called to the Baptist Hospital, 
Alexandria, La., to treat the wife of Mr. J. A. Mvers for injuries sustained in 
collision of his automobile with an Army truck at Colfax, La. History obtained 
at that time was briefly as follows: 

“Mr. Myers, his wife, and daughter Helen were driving on United States 
Highway No. 71, and at or near Colfax, La., they had a collision with a large 
Army truck at which time Mr. Myers and his daughter both received minor 
injuries. ‘The daughter received a laceration of the leg which left a permanent 
scar. Mrs. Myers sustained a head injury, including laceration of scalp and frac- 
ture of twelfth rib on right side of chest. X-ray at that time did not show evidence 
of fractured skull or spine injury. She was hospitalized from June 13, 1943, to 
June 23, 1943. The fractured ribs required approximately 6 weeks for complete 
healing. Since the time of the injury, Mrs. Myers states that she has intermit- 
tently suffered with severe headaches. 

“The bill for professional services rendered by me amounted to $57 
paid by July 21, 1943.” 

In November 1943 Mr. Myers made a sworn stetement in which he said: 

“On June 138, 1943, at 9 a. m., while I was driving my car north on Highway 
No. 71, a Government 2'4-ton truck coming from the north, going south, crashed 
into my ear, completely demolishing it. Passengers in my car at the time were my 
wife, Mrs. Hazel C. Myers, Camille Myers, my daughter—since married, whose 
present name is Mrs. Camille Jett—also my daughter, Helen Myers. 

“The Government paid me $500 for damage, ete., to my car, but I have not 
received anything for personal injury, loss of wages, hospital and medical expenses. 

“My injuries were as follows: 

“T received a cut on the head, which required three stitches, and chest bruises. 
I was not confined to the hospital, but was unable to work for 2 weeks, thus losing 
2 weeks’ wages. I was making $25 per week. We paid Dr. D. V. Donaldson, 
Colfax, La., $81 for rendering first aid to my wife, my daughter, Helen, and my- 
self. My daughter Camille was not injured. I later paid Dr. R. E. McGill, 
Alexandria, La., $57 for medical attention to my wife. I paid the Baptist Hospital 
$115 for expenses incurred by my wife. My wife was in the hospital 11 days and 
my daughter, Camille, who is a graduate nurse, took care of her. Her services are 
not included in the amount that was paid the hospital. 

“So far as I know, I am not suffering any after effects of the wreck. 

“My wife sustained the following injuries: 

“Sealp wound, which required four stitches, brain concussion and multiple body 
bruises, fracture of the eighth and ninth ribs on the right side. 

“My wife was away from her work as a result of this accident for 6 weeks. Her 
employer, Southern Bell Telephone & Telegraph Co., paid her for 1 week. She lost 
5 weeks’ wages at $35.10 per week. She was able to go back that soon only because 
the company gave her an assistant. For several weeks all she did was to tell the 
assistant what todo. Although my wife has been working, she complains of severe 
headaches daily. Although healed, her head, where it was cut, is still sore. 

‘““My daughter, Helen Myers, had a deep cut on the calf of her left leg requiring 
three stitches and permanent disfigurement resulted. There were no further 
injuries, no loss of wages, and no permanent disability. She was not hospitalized, 
but was in bed for 1 week, after which it was some time before she could walk. 

“Although I suffered personal injuries, and my daughter waited on my wife 
as a nurse, we are not making any claim for this. My wife having filed a claim 
against the Government in the sum of $1,000, intended for this sum to reimburse 
us for such moneys as we have paid out and to pay for such disfigurement and 
suffering as was caused to my daughter Helen, and my wife, Mrs. Hazel C. Myers. 
In other words it is the intention of all of us, if necessary, to join in the claim of 
my wife’s, in the sum of $1,000 and be parties to it for the purpose of claiming 


which was 
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all of our losses as a result of the above-described accident, and we hereby jointly 
agree to accept the above-mentioned sum of $1,090 in full settlement and full 
satisfaction of our claims against the Government as a result of the accident, 
above described. 

“Fortunately we had hospitalization insurance which paid the sum of $8 to 
Dr. Donaldson, $115 to the Baptist Hospital, and $57 to Dr. McGill, however, we 
feel that our fortune in having insurance should not operate in favor of the Gov- 
ernment as we realized these payments as a result of our investments in the 
insurance over a period of time.’’ 

At the foot of the above-quoted statement of Mr. Myers there was attached the 
following statement signed by Mrs. Hazel C. Myers, Helen Myers, and Mrs. 
Camile Jett (nee Camille Mvers): 

‘“‘We, the undersigned, were present at the time the above statement was 
formulated; furthermore, since its writing, we have read the same and know it to 
be true and correct. We also adopt it as our statement and hereby affirm the 
agreement outlined therein as our agreements.’’ 

A claim filed by Mr. Myers with the War Department for the damage caused to 
his automobile in the accident of June 13, 1943, was paid on August 12, 1943, in 
the amount of $500. There was, however, no statute or appropriation under 
which Mr. Myers, Mrs. Hazel C. Myers, and Helen Myers could be compensated 
by the United States for the personal injuries and loss of earnings sustained by 
them as the result of said accident. At the time of this accident Joseph A. Myers 
and Mrs. Hazel C. Myers were each 48 years of ag>, and Helen Myers was 16 
years of age. 

The evidence in this case establishes that this accident and the resulting per- 
sonal injuries sustained by these claimants were not caused by any fault or negli- 
gence on their part but were caused solely by the negligence of the Army driver 
in driving the Army truck so close behind another vehicle that he was obliged to 
swerve suddenly to the left in order to avoid colliding with such vehicle when it 
stopped at a railroad crossing. The Department of the Army, therefore, believes 
that the claimants should be compensated in a reasonable amount on account of 
the personal injuries and loss of earnings sustained by them as the result of this 
accident. The proposed award of $5,000 provided in H. R. 8532 is somewhat 
excessive considering the nature of the injuries received by the claimants, which 
do not appear to have resulted in any permanent disability, and the fact that 
medical and hospital expenses in the aggregate amount of $180 were paid by Mr. 
Myers’ insurance carrier. The Department, however, would have no objection 
to the enactment of this bill if it should be amended to provide for an award to 
the claimants in the amount of $1,000; which amount they have heretofore 
agreed in writing to accept in full satisfaction and final settlement of all claims 
against the United States for the damages sustained by them as the result of their 
personal injury in the accident of June 13, 19438. An award in this amount, in 
the opinion of the Department, would constitute a fair and reasonable settlement. 

If this bill is favorable considered by the Congress, it is recommended that it 
be further amended by inserting the words “sustained by them” after the word 
“earnings” on line 9, page 1, of the bill. 

These claimants have no remedy under the Federal Tort Claims Act (60 Stat. 
843; 28 U.S. C. 931), as revised and codified by the act of June 25, 1948 (62 Stat. 
933; 28 U. S. C. 1346 (b)), and as amended by the act of April 25, 1949 (Public 
Law 55, 8lst Cong.), for the reason that the accident given rise to their claims 
occurred prior to January 1, 1945. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
FRANK Pacer, Jr., 
Secretary of the Army. 


ALEXANDRIA, La., November 22, 1950. 
To Whom It May Concern: 

This is to certify that Mr. and Mrs. J. A. Mvers were riding in their automobile 
on highway US 71 near Colfax, La. on June 13, 1943. Their car was struck by 
an Army truck near the railroad crossing on said highway and Mrs. Myers re- 
ceived a laceration of the scalp with a concussion of the brain. She also received 
multiple bruises of the chest and back and a fracture of the twelfth right rib. 
She was kept in the Baptist Hospital from June 13 to June 23, 1943. Since that 
time she has continued to complain of severe headaches at frequent intervals and 
of pains in the region of the lower thoracic vertebra and upper lumbar vertebra. 
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A physical examination at this time, with X-rays of the lower thoracic vertebra 
fails to reveal any pathology except spasm of the muscles along the lower thoracic 
and upper lumbar muscles. 

Since Mrs. Myers has continued to complain at frequent intervals of severe 
headaches and recurrent back pains that prohibit her from earning a gainful living, 
I think that she is entitled to some consideration, in view of the fact that all of her 
complaints are dated from her accident of June 138, 1943. 

Thanking you for your cooperation, I remain, 

Yours very truly, 
R. U. Parrortr, M. D. 


O 
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McCarran, from the Committee on the Judiciary, submitted 
: the following 
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REPORT 
[To accompany H. R. 1692] 
The Committee on the Judiciary, to which was referred the bill 
(H. R. 1692) for the relief of Chester A. Macomber, having considered 
the same, reports favorably thereon, with an amendment, and recom- 


mends that the bill, as amended, do pass. 


AMENDMENT 


The bill is amended by striking out all following the enacting 
clause, and, beginning on line 3, page 1, inserting the following 
language: 


That Chester A. Macomber, of Everett, Massachusetts, is relieved of liability 
for repayment to the United States of the sum of $130.63, representing salary 
paid to him for services rendered as a temporary employee of the Post Office 
Department for the period from December 13, 1943, to January 5, 1944, during 
which time he was on terminal leave as a civilian employee of the Department of 
the Navy. 

Sec. 2. The Secretary of the Treasury is authorized and directed to pay, out 
of any money in the Treasury not otherwise appropriated, to the said Chester A. 
Macomber the sum of $130.63, such amount having been withheld from the an- 
nuity payable to him under the Civil Service Retirement Act of May 29, 1930, 
as amended, on account of the dual employment referred to in the first section 
of this Act: Provided, That no part of the amount appropriated in this Act in 
excess of 10 per centum thereof shall be paid or delivered to or received by any 
agent or attorney on account of services rendered in connection with the claim, 
and the same shall be unlawful, any contract to the contrary notwithstanding. 
Any person violating the provisions of this Act shall be deemed guilty of a mis- 
demeanor and upon conviction thereof shall be fined in any sum not exceeding 


$1,000. 








2 CHESTER A. MACOMBER 
PURPOSE 


The purpose of the proposed legislation, as amended, is to relieve 
Chester A. Macomber of Everett, Mass., of liability for repayment 
to the United States of the sum of $130.63, representing salary paid 
to him for services rendered as a temporary employee of the Post 
Office Department for the period from December 13, 1943, to January 
5, 1944, when he was also on terminal leave as a civilian employee of 
the Department of the Navy, and to pay the sum of $130.63 to the 
said Chester A. Macomber, representing the sum withheld from his 
civil service retirement annuity in 1949. 


STATEMENT 


On December 11, 1943, claimant voluntarily resigned his. employ- 
l y 1 . ; 

ment as a packer in the Charlestown Navy Yard, Boston, Mass., 
where he had been employed since some time in 1942. At the time 
he left his civilian employment with the Navy claimant was placed 
on terminal leave, and continued receiving full compensation from 
the Navy until January 5, 1944, at $7.92 per diem, which amounts to 
$2,059.20 per annum. 

During the period of his terminal leave from the Navy, claimant 
applied for employment with the Post Office Department, and there- 
upon was employed as a temporary substitute carrier at the Boston 
Post Office from December 13, 1943, to January 31, 1944, at the rate 
of 65 cents an hour, which amounts to an annual rate of $1,352. 
When the General Accounting Office discovered that dual compensa- 
tion has been paid claimant, as aforesaid, that agency advised the 
Civil Service Commission that the two salaries received from appro- 
priated funds by claimant during the period in question aggregated, 
at the combined annual rate, more than $2,000, and were therefore 
received in violation of the act of May 10, 1916, c. 117, section 6, 39 
Stat. 120 (5 U.S. C., sees. 58 and 59). 

Yor the reason stated the General Accounting Office certified in- 
debtedness of claimant to the United States in the sum of $130.63. 
The Civil Service Commission acted to offset that indebtedness by 
withholding the sum of $130.63 from the civil service retirement 
annuity payable to claimant in 1949. 

The statute referred to above provides as follows: 

Sec. 6. That unless otherwise specifically authorized by law no money appro- 
priated by this or any other Act shall be available for payment to any person 
receiving more than one salary when the combined amount of said salaries exceeds 
the sum of $2,000 per annum, but this shall not apply to retired officers of the 
Army, Navy, or Marine Corps whenever they may be appointed or elected to 
public office or whenever the President shall appoint them to office by and with 
the advice and consent of the Senate or to officers and enlisted men of the Organ- 
ized Militia and Naval Militia in the several States, Territories, and the District 
of Columbia. 

There appears, from the foregoing statements, a prima facie viola- 
tion of the statute involved. However, in going behind the statute it 
does appear that the statute was not intended to embrace and penalize 
a person in the circumstances here described. At the time claimant was 
receiving dual compensation from the Government he owed no duties 
whatsoever to the Navy, but instead continued receiving a salary from 
the Navy while on terminal leave for services previously rendered, 
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i. e., the leave pay was merely an incident of his prior term of active 
employment by the Navy. During that period claimant disdained 
inactivity, as well he might during wartime when the urgent need for 
manpower demanded full employment, and entered the employment 
of the Post Office Department. He was entirely free, therefore, to 
devote full time and attention to the Post Office employment, since 
he was under no obligation to the Navy, and the record shows that 
the Post Office Department received the full benefit of claimant’s 
services in the regular manner. 

Furthermore, had claimant been cognizant of the dual compensa- 
tion statute, and it appears he was not, his Navy leave could not have 
been transferred when he accepted employment with the Post Office 
Department, since he was only a temporary employee of the latter 
Department and, as such, was not entitled to leave benefits. 

In construing statutes restraining the executive department from 
giving dual or extra compensation, the courts have aimed at carrying 
out the legislative intent, by giving them sufficient flexibility to avoid 
injury to the public service and sufficient rigidity to prevent executive 
abuse. See Converse v. U. S. (21 How. 463 (1858)); U. S. v. Brindle 
(110 U. S. 688 (1884)); Landram v. U. S. (16 C. Cls. 74 (1880)). 
There is no element of turpitude or concealment or fraud in this case, 
and, in view of all the circumstances, the committee recommends 
favorable consideration of this bill (H. R. 1692), as amended. 

The Postmaster General has reported that the Post Office Depart- 
ment has no objection to enactment of this measure, in view of the 
fact that said Department received services from claimant for the 
salary paid to him. The Acting Comptroller General in a letter dated 
April 11, 1951, to Senator McCarran, the chairman of this committee, 
recommends against favorable consideration of this bill, for the 
following reason: 

* * * countless numbers of cases similar in all material respects to that of 
Mr. Macomber have arisen in the General Accounting Office, and under the 1916 
Act, supra, the employees involved have been required to refund the amount of 
salary overpayments made to them from appropriated funds. In the case | 


nere 


involved, no extenuating circumstances appear which would warrant any different 


action. * * * 
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McCaman, from the Committee on the Judiciary, submitted 


the following 


REPORT 
{To accompany H. R. 1789] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 1789) for the relief of Sgt. Benjamin H. Martin, having con- 
sidered the same, reports favorably thereon, with an amendment, and 
recommends that the bill, as amended, do pass. 


AMENDMENT 


On page 1, line 7, strike out the figure “$15,000” and insert in lieu 
thereof the figure “$10,500”. 

The purpose of the proposed amendment is to provide for payment 
of a sum believed by the committee to be just and reasonable under 
the circumstances. 

PURPOSE 


The purpose of the proposed legislation, as amended, is to pay 
$10,500 to Sgt. Benjamin H. Martin of the United States Army. The 
payment of such sum shall be in full settlement of all claims of said 
Benjamin H. Martin against the United States on account of the death 
of his wife, Shirley Gray Martin, and his infant son, Benjamin H. 
Martin, Jr., on January 27, 1948, while passengers in an Army plane 
which crashed into White Horse Mountain 12 miles east of Digne, 
France. 

STATEMENT 


On or about January 4, 1948, Mrs. Martin, accompanied by her 
19-month-old son, left their home in the United States under official 
orders to join her husband, the claimant herein, in Italy. Sergeant 
Martin was a member of the United States Occupation Forces in 
Italy. 
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On January 27, 1948, at 12:37 p. m., the plane departed from Istres 
for Udine. The record indicates that the pilot had intended to fly at 
an altitude of 2,000 feet, employing visual flight rules, around the 
coast of France to Pisa, Italy, and then proceed at an altitude of 
9,000 feet under instrument flight rules from Pisa to Udine. The 
weather in the vicinity of Nice, France, was apparently such that the 
pilot was obliged to continue on instruments toward Pisa, which was 
listed as an alternate airport where he might land if he were unable 
to proceed to Udine. It appears that the pilot, after reaching a point 
approximately 33 nautical miles west of Pisa, was unable to make 
radio contact with that base and decided to return to Istres, the point 
of take-off. According to reports from other aircraft flying in that 
vicinity, the velocity of the wind at the altitude at which the airplane 
in question was flying was 55 knots from 190°, instead of 30 knots 
from 240°, as had been forecast. The pilot, who was flying on 
instruments, was wholly unaware of the actual conditions, with the 
result that the airplane was blown northward off its course and at 
about 3:30 p. m. crashed into White Horse Mountain, 12 miles east 
of Digne, France. All persons aboard the airplane were instantly 
killed. 

The Assistant Secretary of the Air Force, in his report, states: 

The evidence in this case fairly establishes that this accident and the resulting 
deaths and property loss were caused by the erroneous calculations of the pilot 
as to the exact course he was flying just prior to the accident and by his conse- 
quent unawareness of the proximity of the mountain into which the plane crashed. 
The erroneous calculations of the pilot and his ignorance as to his position were 
in turn caused by the failure of responsible military authorities to provide him 
with information to the effect that the Visa radio range had been unreliable for 
some time and was inoperative on January 27, 1948, the day of the accident, and 
that the identification signal of the Pisa radiobeacon had been changed, as well 
as by their failure to furnish the pilot with a correct report as to the velocity and 
direction of the winds he would encounter. Accordingly, the Department. of 
the Air Force considers that Sergeant Martin should be compensated for the 
damages sustained by him for which he has not been reimbursed. 

Sergeant Martin has been reimbursed for the amount of expenses 
incurred as the result of the death of his wife and son, and the amount 
appropriated in this bill would pay him for the deaths of his wife and 
son. 

The Department of the Air Force states that the amount of the 
award to Sergeant Martin was considered to be a matter of discretion 
for determination by the Congress and, therefore, does not recom- 
mend any particular amount. 

In the Eighty-first Congress the committee approved a bill for the 
relief of Gifford E. Moak, whose dependents died in the same tragic 
accident as the claimant herein. That bill was H. R. 3527, which was 
approved by the President on June 16, 1950. In connection therewith, 
the committee approved the claim on the basis of $7,500 for the loss of 
the dependent wife and $3,000 for the loss of each child. The com- 
mittee is of the opinion that in approving H. R. 1789 the same basis 
of computation should be used. 

In view of the facts, the committee recommends that the bill 
H. R. 1789, as amended, be considered favorably. 

Further pertinent facts and data are contained in House Report 
No. 281, Eighty-second Congress, on H. R. 1789, and said report is 
incorporated herein by reference. 


O 
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APPOINTMENT OF DEPUTY UNITED STATES MARSHALS 


May 28 (legislative day, May 17, 1951).— Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, 
be the following 


REPORT 


[To accompany H. R. 2119] 


submitted 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 2119) to provide for the appointment of deputy United States 
marshals, and for other purposes, having considered the same, re ee ts 
favorably thereon, with amendments, and recommends that the bill, 
as amended, do pass. 


AMENDMENTS 


Strike out all after the enacting clause and insert in lieu thereof the 
following: 


That (a) section 542 of title 28 of the United States Cod 
follows: 


“Sec. 542. Appointment and tenure of deputies and assistants. 

“The Attorney General may authorize any United St 
deputies and clerical assiscants. Any person determined by the marshal t 
qualified for appointment to the position of deputy marshal shall become eligible 
for such appointment upon passing such eal able non-competitive examinatic 
as may be prescribed by the Civil Service Commission. Deputy 
be subject to removal by the marshal pursuant to civil-service reg Siativna. except 
that with the approval of the Attorney General and without regard to the Pprovi- 
sions of the civil service laws and regulations, a deputy marshal may be removed 
by the marshal under whom he serves at any ome within 60 days after such marshal 
has taken the oath of office and entered upon his duties. 

(b) Notwithstanding the provisions of the last sentence of section 542 of title 
28 of the United States code, as amended, deputy marshal in office on the date 
of enactment of this Act shall be subject to removal at any time prior to the 
expiration of 60 days after the date of enactment of this Act by the United States 
marshal under whom they serve, with the approval of the Attorney General and 
without regard to the provisions of the civil-service laws and reg ue utions. 

Sec. 2. Section 541 of title 28 of the United States Code is amended 
ing at the end thereof a new section as follows: 

““(e) Upon the expiration of the term of office of a marshal wt 
his appointment as marshal was serving as a deputv marshal 
upon application therefor made within 30 days after 
marshal, be restored to the position of deputy marshal 


Amend the title to read as follows: 


An act to provide for the appointment of deputy U 
* 


ates marshal to ap 


marshals shall 


1 who at the ti 
, such marshal sha 
expiration of his ter 


nited States marshals. 
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PURPOSE OF AMENDMENT 


The purpose of the proposed amendment is to allow a United States 
marshal to appoint a person as deputy United States marshal subject 
to passing a suitable non-competitive examination as may be pre- 
scribed by the Civil Service Commission. The amendment further 
provides that i the enactment of this act deputy marshals in 
office on the date of enactment shall be subject to removal at any time 
prior to the expiration of 60 days after the date of enactment of this 
act by the United States marshal, under whom they serve, with the 
approval of the Attorney General and without ig to the provisions 
of the civil-service laws and regulations. Section 2 of the amendment 
provides that upon the expiration of the term of office of a marshal, 
who at the time of his appointment as marshal was serving as a deputy 
marshal, such marshal upon application therefor made within thirty 
days after expiration of his term as marshal be restored to the position 
of deputy marshal. 

STATEMENT 


The purpose of the bill prior to the above amendment was to em- 
power the Attorney General to temporarily designate a deputy United 
States marshal to act as United States marshal during the period be- 
tween the resignation or removal of the marshal and the appointment 
of his successor. It also provided a 30-day period of limitation on the 
liability of the marshal’s bond after his death, resignation, or removal. 

In a letter to Hon. Pat McCarran, Chairman of the Senate Commit- 
tee on the Judiciary, from the Department of Justice, dated June 30, 
1950, a copy of which is hereto attached and made a part hereof, it is 
disclosed that the list, showing the periods of time lapsed from the date 
of death of a marshal until his successor entered on duty, covered a 
period from February 1, 1943, to the date of the letter. This me 
shown nine instances, and in only eight instances during the 7-ye: 
period was the lapsed time more than a week. The longest period of 
time was for 7 months and 14 days. As to the five instances cited 
where the separation was other than death, the longest period elapsed 
was 1 month and 2 days. 

The committee is of the opinion that these instances only indicate 
a minimum of necessity for the bill as approved by the other body. 

The district court for the district in each instance has the right to 
appoint a marshal to serve until the vacancy is filled. In other words, 
the right of the district court was, and is, at most, a right to make a 
temporary appointment, such temporary appointment to terminate 
when a permanent appointment is made by the President. In House 
Report No. 257, Eighty-second Congress, it is stated— 

Section 545 empowers the district court to appoint a marshal to serve in the 
place of a deceased, resigned, or removed marshal until the President fills the 
vacancy by appointing a successor. Section 546, which the second section of the 
bill amends, provides for the assumption by the deputy marshal of the duties of 
the marshal acting in his name on the death of the marshal. According to the 
practice, the Attorney General actually designates the acting marshal. 

If it be true that the Attorney General in actual practice does appoint 
the acting marshal, it is difficult to see how the proposed provision 
would in any way ‘aid the situation as it exists. As stated before, 
where the district court has the right to make a temporary appoint- 
ment, in each and every instance the President has the right to make 
a permanent appointment. The practical situation is that in most if 
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not all instances the person to be appointed by the President for mar- 
shal is selected by the Justice Department, even though the formality 
required by law is an appointment ‘“‘by the President.” The net 
effect of these self-evident facts is that in each instance in which the 
district court failed to act promptly the same criticism applies itself 
to the Department of Justice. 

The committee does not see that anything can be gained by giving 
the Justice Department the right to make a temporary appointment 
under the exact circumstances that it (acting through the President) 
now has the right to make a permanent appointment. For these 
reasons, the committee does not approve of the bill as it came to the 
committee. 

The committee believes the bill, as amended, to be oe 
Section 542, title 28, United States ¢ es: provides that the Attorney 
General may authorize any United States marshal to a racine deputies 
and clerical assistants. Deputy marshals shall be ais j ‘ct to removal 
by the marshals pursuant to civil-service reguintions. Under present 
law and civil-service regulations, the marshals upon authorization 
from the Attorney General must make their selections from the list of 
eligibles furnished them by the regional director of the Civil Service 
Commission (sec. 102.03, United States Marshals’ Manual). 

The amendment would allow a newly appointed marshal to appoint 
such deputy as he desires provided the appointee is able to pass a 
suitable noncompetitive examination, as may be prescribed by the 
Civil Service Commission, and thus a marshal will not be limited to 
employment of only those persons certified to him by the regional 
director of the Civil Service Commission. Subsection (b) of the 
amendment, as stated before, allows marshals 60 davs after the date 
of enactment of this act to remove deputy marshals with the approval 
of the Attorney General and without regard to the provisions of the 
civil-service laws and regulations. This section is not made an amend- 
ment to the code because it isonly a temporary provision. In section 
2 of the bill protection is afforded a marshal who was serving asa dep- 
uty marshal upon the expiration of his term by restoring him to the 
position that he held prior to entering upon his duties as marshal. 

By the act of November 26, 1940, 54 Stat. 1211, the President was 
given broad authority to cover positions in the executive departments 
and agencies into the classified civil service. Section 1 of the act (5 
U.S. C., see. 631 (a)), provides: 

Notwithstanding any provisions of law to the contrary, the President is au- 
thorized by Executive order to cover into the classifie d civil service any offices 


or positions in or under an executive department, independent establishment, or 
other agency of the Government: Provided, That in t case of any federally 
owned and controlled corporation organized under the laws of any State, Terri- 
tory, or possession of the United States, or the District of Columbia, the Presiden 


is authorized to direct that such action be taken as will permit appointments to 
offices or positions in any such corport ation to be made in accordance with the 
civil-service laws, consistently with the laws of anv coal State, Territory, or 
possession, or the District of Columbia, or with the charter or articles of incorpo- 
ration of any such corporation: Provided further, That the provisions of this section 
shall not apply to offices or positions in the Tennessee Valley Authority or to 
_ positions in the Work Projects Administration or to any position to which 

appointments are made by the President by and with the advice and consent of 
the Senate, or to positions of assistant U nited States district attorneys. 


Thereafter, deputy marshals among others were apparently reg perane 
as within the classified civil service. It will be noted that the above 
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section definitely excepts the positions of assistant United States 
district attorneys. 

The office of the United States attorney and the office of United 
States marshal, while in the executive branch of the Government, 
work closely in conjunction with the Federal judiciary. It might be 
said that, while the oflice of the United States attorney and the office 
of the United States marshal perform different functions, in other 
respects, they are of a similar nature. The United States attorney, 
as well as the United States marshal, is appointed by the President by 
and with the advice and consent of the Senate and is responsible for 
the conduct of the respective offices. The above section, as noted, 
specifically excepts an assistant to a United States attorney from the 
provisions of the Civil Service Act and apparently does so for the 
reason that the United States attorney, in whom the President and 
Senate have reposed confidence, should be able to choose such assist- 
ants as he may deem fit and proper for the position. Inasmuch as 
the United States attorney is solely responsible for the conduct of 
his office, such authority is believed proper. 

As stated before, the office of the United States marshal is, in most 
respects, similar to that of the United States attorney, and, since the 
President and the Senate repose the same confidence in the United 
States marshal as is given to a United States attorney, the committee 
does not see why there should be such a variance in the manner of 
appointment of deputies to the United States marshals. 

While the committee does not wish to disturb the civil-service 
regulations, it is of the opinion that the marshal should have more 
control than is now afforded over the appointment of the deputies 
who must serve under his direction. 

After consideration of all of the foregoing, the committee is of the 
opinion that the bill H. R. 2119 as amended is meritorious and recom- 
mends that the same be given favorable consideration. 


DEPARTMENT OF JUSTICE, 
Washington, D. C., June 30, 1950. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
T'nited States Senate, Washington, D. C. 

My Dear Senator: This will refer to your letter of June 5, 1950, with further 
reference to the draft bill submitted by the Department of Justice to amend 
sections 544 and 546 of title 28, United States Code. 

The following nine instances are cited as examples of cases in which the chief 
deputy or deputies carried on the functions of the marshals’ offices following a 
death. 





Date successor! 


District Name Date of death | entered on Interval 
| duty 
‘sara tinai i seacitpeieaineieatiahabiiianigtaeitcdinec insite lenses tiaiatecicaillia A ceca tistaaessaleciatactnee soci dis cia Reigate iil 
1, Georgia, (northern)____......| Charles H. Cox _...| May 14,1947 | July 17, 1947 | 2months, 3 days. 
2. Georgia, (northern) ..-.--| Henry O. Camp. -. Mar. 1, 1950 (i | ‘ ud 
3. Maryland ....| August Klecka__. ..; Aug. 12,1946 | Sept. 16, 1946 | 1 month, 4 days. 
4. Michigan, (eastern). _._.--- John J. Bare... es Oct. 17,1948 | June 1,1949 | 7 months, 14 
| | | days. 
5. Minnesota .....-} John J. Farrell .---| July 27,1946 | Nov. 1, 1946 | 3 months, 4 days. 
6. North Carolina, (middle). a William T. Dowd.....| Mar. 25,1943 | Apr. 1, 1943 | 6 days. 
7. Oregon_. 2 eee ee | Steve F. Hamm...--. Nov. 19,1942 ; Feb. 1,1943 | 2 months, 12 
| ' days 
8. Pennsylvania, (middle). .... | Robert W. Rabb....-- Jan. 4,1948 | July 16,1948 | 6 months, 12 
| days. 
9. Virginia, (western) .......... John W. Stuart......- | Sept. 20, 1947 | Feb. 22,1948 | 5 months, 2 days. 





1 No successor as yet. 
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Other cases in which court appointed marshals entered on duty in a week or 
less are not cited, but it should be remembered that because of the necessity for 
obtaining a bond, obtaining approval of the bond, and filing and forwarding the 
same to Washington before funds can be placed to a marshal’s credit, a week is 
about the shortest period of time in which an appointee can actually qualify to 
disburse funds. 

Example No. 6 is given as a very prompt court appointment and qualification 
of a successor marshal. Examples 4 and 8 represent instances in which the court 
did not act. The successor in these two cases was a Presidential appointee. In 
the meantime, the estates of the deceased marshals were responsible for any 
financial differences which may have been established during the interval as well 
as for any tort liability which may have been incurred by members of the mar- 
shals’ offices operating under the authority of section 546 of title 28. In addition, 
the estates were liable for the premium on the bonds of the deceased marshals. 
Since these premiums are at the rate of $2 per thousand, and the minimum bond 
is $20,000, with a maximum of $40,000, it is entirely possible that payment of 
said premiums may be a burden on small estates. Examples No. 5 and 7 are 
instances in which the courts at first did not wish to make appointments. 

The following five cases represent instances in which vacancies occurred from 
causes other than death. 














| | g F os Date succes- 
District Name | rae sor entered | Interval 
| | ; m duty 
Ra lata teal hacen enieedemnaorsl deeweiseieinnsh 
eee . Frank W. Sommer i Dee. 19, 1947 | 
9. FIO FGF. ncee des cenes William P. McDer- |? Aug. 20,1940 | . 
mi‘t | | 
3. New York (western) | Frank C, Blackford 3 Feb. 11,1949 
4. Oklahoma (northern) ......--| John P. Logan iFeb. 11, 1949 
5. Tennessee (western) -.------| Charles W. Miles ? Dee. 18, 1944 2 days 
! Appointment terminated. 
? Resigned. 
3 Retired 
In each of these cases all disbursements were suspended between the date of 
separation and the date of the successor’s entry on duty. In addition to the 
interval shown in each case above, approximately 1 week must be added for time 
which elapsed while the successor fully qualified for cisbursing purposes. 


Although these intervals may not appear to be of unreasonably long duration— 
in fact they are extremely disadvantageous—particularly so when the vacancies 
occur during a term of court when witnesses must be paid, and other disburse- 
ments incidental to litigation must be made. 
Accordingly, you are respectfully requested to reconsider the merits of the 
proposal to amend sections 544 and 546 of title 28, United States Code. 
Yours sincerely, 
PETER CAMPBELL Brown, 
Acting Deputy ittorney Gene 


THe LipRary OF CONGRESS, 
Washington 25, D. C., July 27, 1950. 
To: Hon. Pat McCarran. 
From: American Law Section, Legislative Reference Service. 
Subject: Status of deputy marshals under civil service and draft of a bill removing 
them therefrom. 

The first inquiry is for a statement showing how deputy United States marshals 
came to be placed under civil service. 

In 39 Opinion Attorney General 115 (1937), the Attorney General was asked 
whether deputy marshals were within the phrase ‘‘officers and employees of any 
of the courts of the United States’”’ as contained in the act of July 13, 1937 (50 
Stat. 512). The Attorney General, after noting that In re Neagle (1890) (135 
U. S. 1, 63), held that deputy marshals are within the executive branch of the 
government, said: 

“T have found nothing to indicate that the Congress has regarded the United 
States attorneys or marshals or their subordinates as within the judicial branch. 
On the contrary, both the Congress and the Executive heretofore have evidenced 
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acceptance of the view that such officers and employees are in the executive 
branch. The President, acting under authority conferred upon him by the civil 
service laws, long since extended those laws to ‘all officers and employees in the 
executive civil service of the United States,’ with specified exceptions, expressly 
including under ‘Department of Justice’ positions in the offices of United States 
marshals and United States attorneys—and the Congress has acquiesced in this 
Executive action, although enlarging the group of ‘excepted positions’ in the offiees 
of United States marshals through providing in the act of October 22, 1913 
(ce. 32, 38 Stat. 208 (U.S. C., title 5, sec. 639)), that deputy marshals required to 
give bond may be appointed without regard to the civil service laws (27 Op. 
A. G. 95; 34 Op. A. G. 192; 35 Op. A. G. 413; Civil Service Rules, Rule IT and 
Schedule A).”’ 

The statute referred to by the Attorney General (5 U.S. C., see. 639), provides 
as follows: 


‘“* * * Any deputy collector of internal revenue or deputy marshal who 


may be required by law or by authority or direction of the collector of internal 
revenue or the United States marshal to execute a bond to the collector of in- 
ternal revenue or United States marshal to secure faithful performance of official 
duty may be appointed by the said collector or marshal, who may require such 
bond without regard to the provisions of an Act of Congress, entitled ‘An Act to 
regulate and improve the civil service of the United States,’ approved January 
sixteenth, eighteen hundred and eighty-three, and amendments thereto, or any 
rule or regulation made in pursuance thereof, and the officer requiring said bond 
shall have power to revoke the appointment of any subordinate officer or employee 
and appoint his successor at his discretion without regard to the Act, amendments, 
rules, or regulations aforesaid.” 

Prior to the passage of this statutory provision on October 22, 1913, the status 
of deputy marshals under the civil-service laws appears to have followed a varied 
course. Without attempting to recount all changes, it may be noted that in 
1908 deputies were excepted, at least with regard to appointment, by Schedule A, 
IV, Rule 2, of the Civil Service Rules (see (1908) 27 Op. Atty. Gen. 95). Later, 
however, they appear to have been brought within the scope of the law (see (1928) 
35 Op. Atty. Gen. 413), discussing the case of one George O. White appointed 
November 9, 1910, ‘‘after compecitive examination.”’ See also U. S. v. Lapp 
((C. C. A. 6th, 1917) 244 Fed. 376). But after the enactment of the statute 
embodied in 5 United States Code, section 639, a deputy marshal was clearly 
subject to appointment and removal by the marshal solely at his discretion (U.S. 
v. Lapp, supra). And as late as 1939 the Civil Service Commission regarded 
deputy marshals who might be required by law or by direction of the marshal to 
execute a bond to be excepted by the statute from the provisions of the civil- 
service laws. See the Commission’s Civil Service Act and Rules, Statutes, 
Executive Orders and Regulations (June 30, 1939) 106, 112. 

However, by the act of November 26, 1940, 54 Stat. 1211, the President was 
given broad authority to cover positions in the executive departments and agencies 
into the classified civil service. Section 1 of the act (5 U.S. C., see. 631a) 
provides: 

“Notwithstanding any provisions of law to the contrary, the President is 
authorized by Executive order to cover into the classified civil service any offices 
or positions in or under an executive department, independent establishment, or 
other agency of the Government: Provided, That in the case of any federally 
owned and controlled corporation organized under the laws of any State, Territory, 
or possession of the United States, or the District of Columbia, the President is 
authorized to direct that such action be taken as will permit appointments to 
offices or positions in any such corporation to be made in accordance with the 
civil service laws, consistently with the laws of any such State, Territory, or 
possession, or the District of Columbia, or with the charter or articles of incorpora- 
tion of any such corporation: Provided further, That the provisions of this section 
shall not apply to offices or positions in the Tennessee Valley Authority or to any 
positions in the Work Projects Administration or to any position to which 
appointments are made by the President by and with the advice and consent of 
the Senate, or to positions of assistant United States district attorney.” 

Accordingly, by Executive Order No. 8743, Apri! 23, 1941 (6 Fed. Reg. 2117) 
as amended, it was provided among other things that all offices and positions in 
the executive civil service of the United States except (1) those that were tem- 
porary, (2) those expressly excepted from the provisions of section 1 of the act 
of November 26, 1940, (3) those excepted from the classified civil service under 
Schedules A and B of the Civil Service Rules, and (4) those which then had a 
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classified status, were thereby covered into the classified civil service of the 
Government. Thereafter, deputy marshals among others were apparently re- 
garded as within the classified civil service. See Civil Service Commission, 
Civil Service Act and Rules, Statutes, Executive Orders and Regulations (Nov. 30, 
1941) 11, 148; Civil Service Act, Rules and Regulations Annotated (1943) 211, 
212-214, 224. 

When the Judicial Code was revised and re-enacted as permanent law effective 
in 1948 (28 U. 8. C., see. 542), was framed to read as follows: 

“The Attorney General may authorize any United States marshal to appoint 
deputies and clerical assistants. Deputy marshals shall be subject to removal 
by the marshal pursuant to civil-service regulations.”’ 

The -reviser’s note to this provision states (H. Rept. No. 308 on H. R. 3214, 
80th Cong., Ist sess. (1947) A66): ‘Deputies are now members of the civil service 
and removable only in accordance with civil-service regulations thereof. All 
references to removal by Attorney General or the district court are omitted from 
the revised section. There seem to have been no removals of deputy marshals 
by district courts in the last 25 years.” 

Since the above history indicates that the inclusion of deputy marshals in the 
civil service was a matter of long development, rather than resulting from special 
action at one time with regard to such officers alone, we have found no statement 
of reasons why such officers should be covered by the civil service. 

In accordance with your request for ‘‘a draft of a bill to take deputy United 
States marshals out from under civil service, and let the marshals appoint their 
own deputies,”’ the following is suggested: 


A BILL To confer upon United States marshals discretionary authority to appoint and remove deputy 
I y 


marshals without regard to civil-service laws or regulation 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That title 28, United States Code, section 542, 
is hereby amended to read as follows: 

“The Attorney General may authorize any United States marshal to appoint 
deputies and clerical assistants. Deputy marshals shall be subject to appoint- 
ment and removal by the marshal without reagrd to civil-service laws or regu- 
lations.” 

It may be noted in this connection that it seems to be beyond question that 
Congress can make exceptions of this sort. (See (1908) 26 Op. Atty. Gen. 502, 
507.) 

ROBERT 8S. OGLEBAY, 
American Law Section, 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


TirLe 28, Untrep States Cops, Sec. 542, Parr 2, Cuaprer 33 


Sec. 542. Appointment and tenure of deputies and assistants 

[The Attorney General may authorize any United States marshal to appoint 
deputies and clerical assistants. Deputy marshal shall be subject to removal by 
the marshal pursuant to civil-service regulations.J 

The Attorney General may authorize any United States marshal to appoint deputies 
and clerical assistants. Any person determined by the marshal to be qualified for 
appointment to the position of deputy marshal shall become eligible for such appoint- 
ment upon passing such suitable non-competitive examination as may be prescribed 
by the Civil Service Commission. Deputy marshals shall he subject to removal by 
the marshal pursuant to civil-service regulations except that with the approval of the 
Attorney Ceneral and without reaard to the civil-service laws and regulations, a 
deputy marshal may be removed by the marshal under whom he serves at any time 


within 60 days after such marshal has taken the oath of office and entered upon his 
duties. 
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TitLe 28, Unirep States Copg, Src. 541, Parr 2, Cuaprer 33 


Sec. 541. Appointment, residence and tenure of marshals 

(a) * * * * *, 

(b) * * * * *, 
(c) ~ ~ *» * * 

(d) - ae ae, 

(e) Upon the expiration of the term of office of a marshal who at the time of his 
appointment as marshal was serving as a deputy marshal, such marshal shall, upon 
application therefor made within 30 days after expiration of his term as ariel, 
be restored to the position of deputy marshal. 


O 
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MayYyx28 (legislative day, May 17, 195! 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 2119] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 2119) to provide for the appointment of deputy United States 
marshals, and for other purposes, having considered the same, reports 
favorably thereon, with amendments, and recommends that the bill, 
as amended, do pass. 


AMENDMENTS 


Strike out all after the enacting clause and insert in lieu thereof the 
following: 


That (a) section 542 of title 28 of the United States ¢ 
follows: 


“Sec. 542. Appointment and tenure of deputies and assistants. 

The Attorney General may authorize any United > 
deputies and clerical assistants. Any person det 
qualified for appointment to the position of deputy 
for such appointment upon passing such suitabl 
as may be prescribed by the Civil Service Commiss 
be subject to removal by the marshal pursuant to ci\ 
that with the approval of the Attorney General and 
sions of the civil service laws and regulations, a d 
by the marshal under whom he serves at any time wit! 
has taken the oath of office and entered upon his du 

“(b) Notwithstanding the provisions of the last 
28 of the United States code, as amended, deputy 
of enactment of this Act shall be subject to ren 
expiration of 60 days after the date of enactment of t 
marshal under whom they serve, with the approval of 
without regard to the provisions of the civil-service |: 

Sec. 2. Section 541 of title 28 of the United States 
ing at the end thereof a new section as follows: 

‘(e) Upon the expiration of the term of office of a1 
his appointment as marshal was serving as a deputy 
upon application therefor made within 30 days aft 
marshal, be restored to the position of deputy n 


Amend the title to read as follows: 


An act to provide for the appointment of deputy U1 
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PURPOSE OF AMENDMENT 


The purpose of the proposed amendment is to allow a United States 
marshal to appoint a person as deputy United States marshal subject 
to passing a suitable non-competitive examination as may be pre- 
scribed bv the Civil Service Commission. The amendment further 
provides that after the enactment of this act deputy marshals in 
office on the date of enactment shall be subject to removal at any time 
prior to the expiration of 60 days after the date of enactment of this 
act by the United States marshal, under whom they serve, with the 
approval of the Attorney General and without regard to the provisions 
of the civil-service laws and regulations. Section 2 of the amendment 
provides that upon the expiration of the term of office of a marshal, 
who at the time of his appointment as marshal was serving as a de _puty 
marshal, such marshal upon application therefor made within thirty 
days after expiration of his term as marshal be restored to the position 
of deputy marshal. 

STATEMENT 


The purpose of the bill prior to the above amendment was to em- 
power the Attorney General to temporarily designate a deputy United 
States marshal to act as United States marshal during the period be- 
tween the resignation or removal of the marshal and the appointment 
of his successor. It also provided a 30-day period of limitation on the 
liability of the marshal’s bond after his death, resignation, or removal. 

In a letter to Hon. Pat McCarran, Chairman of the Senate Commit- 
tee on the Judiciary, from the Department of Justice, dated June 30, 
1950, a copy of which is hereto attached and made a part hereof, it is 
disclosed that the list, showing the periods of time lapsed from the date 
of death of a marshal until his successor entered on duty, covered a 
period from February 1, 1943, to the date of the letter. This list 
shown nine instances, and in only eight instances during the 7-year 
period was the lapsed time more than a week. The longest period of 
time was for 7 months and 14 days. As to the five instances cited 
where the separation was other than death, the longest period elapsed 
was | month and 2 days. 

The committee is of the opinion that these instances only indicate 
a minimum of necessity for the bill as approved by the other body. 

The district court for the district in each instance has the right to 
appoint a marshal to serve until the vacancy is filled. In other words, 
the right of the district court was, and is, at most, a right to make a 
temporary appointment, such temporary appointment to terminate 
when a permanent appointment is made by the President. In House 
Report No. 257, Eighty-second Congress, it is stated 

Section 545 empowers the district court to appoint a marshal to serve in the 
place of a deceased, resigned, or removed marshal until the President fills the 
vacancy by appointing a successor. Section 546, which the second section of the 
bill amends, provides for the assumption by the deputy marshal of the duties of 
the marshal acting in his name on the death of the marshal. According to the 
practice, the Attorney General actually designates the acting marshal. 

If it be true that the Attorney General in actual practice does appoint 
the acting marshal, it is difficult to see how the proposed provision 
would in any way aid the situation as it exists. As stated before, 
where the district court has the right to make a temporary appoint- 
ment, in each and every instance the President has the right to make 
a permanent appointment. The practical situation is that in most if 





APPOINTMENT OF DEPUTY UNITED STATES MARSHALS 3 


not all instances the person to be appointed by the President for mar- 
shal is selected by the Justice Department, even though the formality 
required by law is an appointment “by the President.”” The net 
effect of these self-evident facts is that in each instance in which the 
district court failed to act promptly the same criticism applies itself 
to the Department of Justice. 

The committ -; does not see that anything can be gained by giving 
the Justice Department the right to make a temporary appointment 
under the exact circumstances that it (acting through the President) 
now has the right to make a permanent appointment. For these 
reasons, the committee does not approve of the bill as it came to the 
committee. 

The committee believes the bill, as amended, to be meritorious, 
Section 542, title 28, United States Code, provides that the Attorney 
General may authorize any United States marshal to appoint deputies 
and clerical assistants. Deputy marshals shall be subject to removal 
by the marshals pursuant to civil-service regulations. Under present 
law and civil-service regulations, the marshals upon authorization 
from the Attorney General must make their selections from the list of 
eligibles furnished them by the regional director of the Civil Service 
Commission (sec. 102.03, United States Marshals’ Manual). 

The amendment would allow a newly appointed marshal to appoint 
such deputy as he desires provided the appointee is able to pass a 
suitable 1 noncompetitive examination, as may be prescribed by the 

Civil Service Commission, and thus a marshal will not be limited to 
ee nt of only those persons certified to him by the regional 
director of the Civil Service Commission. Subsection (b) of the 
amendment, as stated before, allows marshals 60 days after the date 
of enactment of this act to remove deputy marshals with the approval 
of the Attorney General and without regard to the provisions of the 
civil-service laws and regulations. This section is not made an amend- 
ment to the code because it is only a temporary provision. In section 
2 of the bill protection is afforded a marshal who was serving asa dep- 
uty marshal upon the expiration of his term by restoring him to the 
position that he held prior to entering upon his duties as marshal. 

By the act of November 26, 1940, 54 Stat. 1211, the President was 
given broad authority to cover positions in the executive departments 
and agencies into the classified civil service. Section 1 of the act (5 
U.S. C., see. 631 (a)), provides: 

Notwithstanding any provisions of law to the contrary, the President is au- 
thorized by Executive order to cover into the classified civil service any offices 
or positions in or under an executive department, independent establishment, or 
other agency of the Government: Provided, That in the case of any federally 


iH 
owned and controlled corporation organized under the laws of any State, Terri- 
tory, or possession of the United States, or the District of Columbia, the President 


is authorized to direct that such action be taken as will permit appointments to 
offices or positions in any such corporation to be made in accordance with the 
civil-service laws, consistently with the laws of anv such State, Territory, or 


possession, or the District of Columbia, or with the charter or articles of incorpo- 
ration of any such corporation: Provided further, That the provisions of this section 
shall not apply to offices or positions in the Tennessee Valley Authority or to 
any positions in the Work Projects Administration or to any position to which 
appointments are made by the President by and with the advice and consent of 
the Senate, or to positions of assistant United States district attorneys. 


Thereafter, deputy marshals among others were apparently regarded 
as within the classified civil service. It will be noted that the above 
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section definitely excepts the positions of assistant United States 
district attorneys. 

The office of the United States attorney and the office of United 
States marshal, while in the executive branch of the Government, 
work closely in conjunction with the Federal judiciary. It might be 
said that, while the office of the United States attorney and the office 
of the United States marshal perform different functions, in other 
respects, they are of a similar nature. The United States attorney, 
as well as the United States marshal, is appointed by the President by 
and with the advice and consent of the Senate and is responsible for 
the conduct of the respective offices. The above section, as noted, 
specifically excepts an assistant to a United States attorney from the 
provisions of the Civil Service Act and apparently does so for the 
reason that the United States attorney, in whom the President and 
Senate have reposed confidence, should be able to choose such assist- 
ants as he may deem fit and proper for the position. Inasmuch as 
the United States attorney is solely responsible for the conduct of 
his office, such authority is believed proper. 

As stated before, the office of the United States marshal is, in most 
respects, similar to that of the United States attorney, and, since the 
President and the Senate repose the same confidence in the United 
States marshal as is given to a United States attorney, the committee 
does not see why there should be such a variance in the manner of 
appointment of deputies to the United States marshals. 

While the committee does not wish to disturb the civil-service 
regulations, it is of the opinion that the marshal should have more 
control than is now afforded over the appointment of the deputies 
who must serve under his direction. 

After consideration of all of the foregoing, the committee is of the 
opinion that the bill H. R. 2119 as amended is meritorious and recom- 
mends that the same be given favorable consideration. 


DEPARTME “ig at JUSTICE, 
Washington, D. C., June 30, 1950. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This will! refer to your letter of June 5, 1950, with further 
reference to the draft bill submitted bv the Department of Justice to amend 
sections 544 and 546 of title 28, United States Code. 

The following nine instances are cited as examples of cases in which the chief 
deputy or deputies carried on the functions of the marshals’ offices fallotalnnt a 
death. 


dD t N ci Date of } ent ed on Int ] 
juty 

1. Georgia, (northern Charles H. Cox May 14,1947 | July 17,1947 | 2 months, 3 days. 

2. G , (northern Henry O. Camp Mar. 1, 1050 ( ; 

3. Maryland August Klecka Aug. 12,1946 | Sept. 16,1946 | 1 month, 4 days. 

4. Michigan, (eastern) __.__. John J. Bare Oct. 17,1948 | June 1,1949 | 7 months, 14 

i 

5. Minnesota John J. Farrell July 27,1946 | Nov. 1, 1946 months, 4 days 

6. North Carolina, (middle William T. Dowd Mar. 25, 1943 Apr. 1,1943 | 6 days 

7. Oregor ....| Steve F. Hamm Nov. 19,1942 | Feb. 1,194 2 months, 12 

days. 

8. Pennsylvania, (middle)_....| Robert W. Rabb ..| Jan. 41,1948 | July 16,1948 | 6 months, 12 
| lays 

9. Virginia, (western).........- | John W. Stuart. ---=--| Sept. 20,1947 | Feb. 22,1948 | 5 months, 2 days. 
| 


— EEE 


4 No successor as yet. 
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Other cases in which court appointed marshals entered on duty in a week or 
less are not cited, but it should be remembered that because of the necessity for 
obtaining a bond, obtaining approval of the bond, and filing and forwarding the 
same to Washington before funds can be placed to a marshal’s credit, a week is 
about the shortest period of time in which an appointee can actually qualify t 
disburse funds. 

Example No. 6 is given as a very prompt court appointment and qualification 
of a successor marshal. Examples 4 and 8 represent instances in which the court 
did not act. The successor in these two cases was a Presidenti ; 
the meantime, the estates of the deceased marshals were responsible for any 
financial differences which may have been established during the interval as well 
as for any tort liability which may have been incurred by members of the mar- 
shals’ offices operating under the authority of section 546 of title 28. In addition 
the estates were liable for the premium on the bonds of the deceased marsha 
Since these premiums are at the rate of $2 per thousand, and the minimum bond 
is $20,000, with a maximum of $40,000, it is entirely possible that pavment of 
said premiums may be a burden on small estates. Examples No. 5 and 7 ar 
instances in which the courts at first did not wish to make appoint! 

The following five cases represent instances in which vacanci ‘urred fre 
causes other than death. 











District Nam Separatior 

i Ua 

1. Minnesota 7 | Frank W. Sommer Yee. 19.1947 

2. New Jersey... William P. McD Aug. 20,19 \ 27,1940 | 7 
j mit 

3. New York (western Frank C. Blackford Feb. 11,1949 | 1 { 

4. Oklahoma (northern John P. Logar Feb, 11.1949 | ] 

5. Tennessee (western Charles W. Miles ec. 18.1944! J 2 


1 Appointment terminated. 
? Resigned. 


3 Retired. 


In each of these cases all disbursements were suspended ween the dat 

separation and the date of the 

interval shown in each case above, approximately 1 week si be added for time 
which elapsed while the successor fully qualified for disbursing purposes 
Although these intervals may not appear io be of unreasonably long duration— 
in fact they are extremely disadvantageous—particularly so w he vacancies 
occur during a term of court when witnesses must be paid, and other disburse- 
ments incidental to litigation must be made. 


sucecessor’s entrv on du In add ( 1O 


(\ccordingly, you are respecifully requested to reconsider the merits of 
proposal to amend sections 544 and 546 of title 28, Unit MLA s Code 


ours sincerely, 


To: Hon. Pat McCarran. 
From: American Law Section, Legislative Re 
Subject: Status of deputy marshals under civi 
them therefrom. 

The first inquiry is for a statement showing how deputy United States marshals 
came to be placed under civil service. 

In 39 Opinion Attorney General 115 (1937), the Attorney General was asked 
whether deputy marshals were within ft 
of the courts of the United States’’ as contained in the act of July 13, 1937 (50 
Stat. 512). The Attorney General, after noting that In re Neagle (1890) (135 
U. S. 1, 63), held that de puty marshals are within the ex tive bra 
government, said: 

“T have found nothing to indicate that the Congress has regarded the United 
States attorneys or marshals or their subordinates as within the judicial branch. 
On the contrary, both the Congress and the Executive heretofore have evidenced 


he phrase “officers and emplovees of 
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acceptance of the view that such officers and employees are in the executive 
branch. The President, acting under authority conferred upon him by the civil 
service laws, long since extended those laws to ‘all officers and employees in the 
executive civil service of the United States,’ with specified exceptions, expressly 
including under ‘Department of Justice’ positions in the offices of United States 
marshals and United States attorneys—and the Congress has acquiesced in this 
Executive action, although enlarging the group of ‘excepted positions’ in the offices 
of United States marshals through providing in the act of October 22, 1913 
(c. 32, 38 Stat. 208 (U.S. C., title 5, see. 639)), that deputy marshals required to 
give bond may be appointed without regard to the civil service laws (27 Op. 
A. G. 95; 34 Op. A. G. 192; 35 Op. A. G. 413; Civil Service Rules, Rule II and 
Schedule A).”’ 

The statute referred to by the Attorney General (5 U. 8. C., sec. 639), provides 
as follows: 

“* * * Any deputy collector of internal revenue or deputy marshal who 
may be required by law or by authority or direction of the collector of internal 
revenue or the United States marshal to execute a bond to the collector of in- 
ternal revenue or United States marshal to secure faithful performance of official 
duty may be appointed by the said collector or marshal, who may require such 
bond without regard to ‘he provisions of an Act of Congress, entitled ‘An Act to 
regulate and improve the civil service of the United States,’ approved January 
sixteenth, eighteen hundred and eighty-three, and amendments thereto, or any 
rule or regulation made in pursuance thereof, and the officer requiring said bond 
shall have power to revoke the appointment of any subordinate officer or employee 
and appoint his successor at his discretion without regard to the Act, amendments, 
rules, or regulations aforesaid.” 

Prior to the passage of this statutory provision on October 22, 1913, the status 
of deputy marshals under the civil-service laws appears to have followed a varied 
course. Without attempting to recount all changes, it may be noted that in 
1908 deputies were excepted, at least with regard to appointment, by Schedule A, 
IV, Rule 2, of the Civil Service Rules (see (1908) 27 Op. Atiy. Gen. 95). Later, 
however, they appear to have been brought within the scope of the law (see (1928) 
35 Op. Atty. Gen. 413), discussing the case of one George O. White appointed 
November 9, 1910, ‘‘after compecitive examination.’’ See also U. S. v. Lapp 
((C, C. A. 6th, 1917) 244 Fed. 376). But after the enactment of the statute 
embodied in 5 United States Code, section 639, a deputy marshal was clearly 
subject to appointment and removal by the marshal solely at his discretion (U.S. 
v. Lapp, supra). And as late as 1939 the Civil Service Commission regarded 
deputy marshals who might be required by law or by direction of the marshal to 
execute a bond to be excepted by the statute from the provisions of the civil- 
service laws. See the Commission’s Civil Service Act and Rules, Statutes, 
Executive Orders and Regulations (June 30, 1939) 106, 112. 

However, by the act of November 26, 1940, 54 Stat. 1211, the President was 
given broad authority to cover positions in the executive departments and agencies 
into the classified civil service. Section 1 of the act (5 U. 8. C 
provides: 

“Notwithstanding any provisions of law to the contrary, the President is 
authorized by Executive order to cover into the classified civil service any offices 
or positions in or under an executive department, independent establishment, or 
other ageney of the Government: Provided, That in the case of any federally 
owned and controlled corporation organized under the laws of any State, Territory, 
or possession of the United States, or the District of Columbia, the President is 
authorized to direct that such action be taken as will permit appointments to 
offices Or positions in any such corporation to be made in accordance with the 
civil service laws, consistently with the laws of any such State, Territory, or 
possession, or the District of Columbia, or with the charter or articles of incorpora- 
tion of any such corporation: Provided further, That the provisions of this section 
shall not apply to offices or positions in the Tennessee Valley Authority or to any 
positions in the Work Projects Administration or to any position to which 
appointments are made by the President by and with the advice and consent of 
the Senate, or to positions of assistant United States district attorney.” 

Accordingly, by Executive Order No. 8743, April 23, 1941 (6 Fed. Reg. 2117) 
as amended, it was provided among other things that all offices and positions in 
the executive civil service of the United States except (1) those that were tem- 
porary, (2) those expressly excepted from the provisions of section 1 of the act 
of November 26, 1940, (3) those excepted from the classified civil service under 
Schedules A and B of the Civil Service Rules, and (4) those which then had a 


.» sec. 631a) 
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classified status, were thereby covered into the classified civil service of the 
Government. -Thereafter, deputy marshals among others were apparently re- 
garded as within the classified civil service. See Civil Service Commission, 
Civil Service Act and Rules, Statutes, Executive Orders and Regulations (Nov. 30, 
1941) 11, 148; Civil Service Act, Rules and Regulations Annotated (1943) 211, 
212-214, 224. 

When the Judicial Code was revised and re-enacted as permanent law effective 
in 1948 (28 U.S. C., sec. 542), was framed to read as follows: 

‘The Attorney General may authorize any United States marshal to 
deputies and clerical assistants. Deputy marshals shall be subject 
by the marshal pursuant to civil-service regulations.” 

The reviser’s note to this provision states (H. Rept. No. 308 on H. R. 3214, 
80th Cong., Ist sess. (1947) A66): ‘Deputies are now members of the civil service 
and removable only in accordance with civil-service regulations thereof. All 
references to removal by Attorney General or the district court are omitted from 
the revised section. There seem to have been no removals of deputy marshals 
by district courts in the last 25 years.” 

Since the above history indicates that the inclusion of deputy marshals in the 
civil service was a matter of long development, rather than resulting from special 
action at one time with regard to such officers alone, we have found no statement 
of reasons why such officers should be covered by the civil service. 

In accordance with vour request for ‘‘a draft of a bill to take deputy United 
States marshals out from under civil service, and let the 
own deputies,” the following is suggested: 


appoint 
to removal 


marshals appoint their 


A BILL To confer upon United States marshals discretionary authority | to PP wint and remove deputy 
marshals without regard to civil-service laws or regulations 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That title 28, United States Code, section 542, 
is hereby amended to read as follows: 

“The Attorney General may authorize any United States marshal to appoint 
deputies and clerical assistants. Deputy marshals shall be subject to appoint- 
ment and removal by the marshal without reagrd to civil-service laws or 
lations.”’ 

It may be noted in this connection that it seems to be beyond question that 
Congress can make exceptions of this sort. (See (1908) 26 Op. Atty. Gen. 502, 
507.) 

Ropert 8S. OGLeRay, 
American Law Section, 


regu- 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX . the Standing 
Rules of the Senate, changes in existing law made | y the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in it: sike Ss, existing 
law in which no change is proposed is shown in roman 

TiTLE 28, Unitrep States Cope, Sec. 542, Parr 2, CHaprer 33 
Sec. 542. Appointment and tenure of deputies and assistants 

(The Attorney General may authorize any United States marshal to 
deputies and clerical assistants. Deputy marshal sh: 
the marshal pursuant to civil-service regulations.] 


The Attorney General may authorize any United States marshal to appoint deputies 


appoint 
ill be subject to removal by 


and clerical assistants. Any person determined by the marshal to be qualified for 
appointment to the position of deputy marshal shall become eligible for such appotint- 
ment upon passing such suitable non- competitive examination as may be prescribed 
by the Civil Service Commission. Deputy marshals shall be subject to removal by 
the marshal pursuant to civil-service regulations. 

(b) Notwithstanding the provisions of the last sentence of section 542 of title 28 


of the United States Code, as amended, de puty marshals in office on the date of enact- 


ment of this Act shall be subject to re moval at any time prior to the expi 
days after the date of enactment of this Act by the United States marshal under whom 
they serve, with the approval of the Attorney General and without regard to the 
provistons of the civil-service laws and regulations 


ration of 60 
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TiTLe 28, Unirep States Cope, Sec. 541, Parr 2, CHaprer 33 


Sec. 541. Appointment, residence and tenure of marshals 

(a) ~ * * ca * 

(b) x * *~ * *. 
* ~ 


(c) * oS; 


(d) * * * * * 


e) Upon the expiration of the term of office of a marshal who at the time of his 
appointment as marshal was serving as a deputy marshal, such marshal shall, upon 
application therefor made within 380 days after expiration of his term as marshal, 
be restored to the position of deputy marshal. 


O 
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JuNE 4 (legislative day, May 17), 1951.—Ordered to be printed 


Mr. GeorGeE, from the Committee on Finance, submitted the following 


h 


REPORT 
[To accompany H. R. 2084] 


The Committee on Finance, to whom was referred the bill (H. R. 
2084) relating to the treatment of powers of appointment for estate 
and gift tax purposes, having considered the same, report favorably 
thereon with amendments and recommend that the bill as amended 
do pass. 

The committee amendments are as follows: 

On page 2, line 8, and on page 3, line 3, insert after “subsection (c)” 
the following: “‘or (d)’’. 

On page 2, line 9, and on page 7, line 5, insert after the word “‘power” 
the following: ‘‘or the complete release of such a power’. 

On page 2, line 10, and on page 7, line 7, strike out “July 1, 1951” 
and insert in lieu thereof the following: ‘‘November 1, 1951”’. 

On page 7, strike out ‘‘or release” on line 17, and insert on line 18 
after “October 21, 1942,” the following: “or the release after May 31, 
1951, of such a power,” 

On page 3, strike out the semicolon in line 3 and all that follows 
through the word ‘‘power”’ in line 6. 

On page 6, strike out the quotation marks in line 7, and after line 7, 
insert the following: 

(5) Lapse or powER.—The lapse of a power of appointment created after 
October 21, 1942, during the life of the individual possessing the power shall be 
considered a release of such power. The rule of the preceding sentence shall 
apply with respect to the lapse of powers during any calendar year only to the 
extent that the property which could have been appointed by exercise of such 
lapsed powers exceeded in value, at the time of such lapse, the greater of the 
following amounts: 

(A) $5,000, or 

(B) 5 per centum of the aggregate value, at the time of such lapse, of the 
assets out of which, or the proceeds of which, the exercise of the lapsed powers 
could have been satisfied. 

On page 7, strike out the semicolon in line 20 and all that follows 
through the word ‘‘power’’ in line 23. 
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_ On page 10, strike out the quotation marks in line 20, and after 
line 20, insert the following: 


(5) Lapse or Powrer.—The lapse of a power of appointment created after 
October 21, 1942, during the life of the individual possessing the power shall be 
considered a release of such power. The rule of the preceding sentence shall 
apply with respect to the lapse of powers during any calendar year only to the 
extent that the property which could have been appointed by exercise of such 
lapsed powers exceeds in value the greater of the following amounts: 

(A) $5,000, or 

(B) 5 per centum of the aggregate value of the assets out of which, or the 
proceeds of which, the exercise of the lapsed powers could be satisfied. 


GENERAL STATEMENT 


This bill simplifies sections 811 (f) and 1000 (ec) of the Internal 
Revenue Code, relating to estate and gift tax on powers of appoint- 
ment. 

The present law taxes all powers to appoint, whether exercised or 
not, except two specified classes of powers. One of these exempts 
powers to appoint to certain near relatives. The other is intended 
to exempt fiduciary powers but has proved inadequate for the purpose. 

The present law 1s artificial and complicated to apply, and tends 
to force property dispositions into narrow and rigid patterns. It was 
enacted in 1942 but applies to powers created before as well as after 
its enactment. A short period was originally provided for the release 
of preexisting powers without tax liability where such release was 
legally possible. This period has been repeatedly extended because 
of widespread dissatisfaction with various features of the law. The 
current extension expires June 30, 1951. 

The bill would take effect as if its provisions had originally been 
contained in the 1942 act. It would apply to the estates of decedents 
dying after October 21, 1942, and to gifts made on or after January 1, 
1943. 

The bill treats powers created before the effective date of the 1942 
act (‘‘preexisting powers’’) separately from those created thereafter 
(‘future powers’). Before the 1942 act only the exercise of a general 
power of appointment was taxable. The 1942 act taxed the exercise 
of such powers, and also the possession of unexercised general powers, 
the exercise of many limited powers, and the possession of those 
limited powers although unexercised. It applied to powers already 
in existence as well as to those to be created in the future. As to 
powers created before the 1942 act, the bill in substantial effect 
restores the law as it existed prior to 1942, with one minor change, 
to eliminate the ‘‘passing” problem. The language dealing with the 
inter vivos exercise of such powers has also been changed to be con- 
sistent with the present provisions of ‘sections 811 (c) and (d). 

The provisions of the 1942 act, taxing the exercise of limited powers 
of appointment and the mere possession of unexercised powers, were 
new to the Federal tax system. They extended, or might be construed 
to extend, to emergency powers to invade principal, discretionary 
powers given to trustees, and other types of powers which had there- 
tofore not been regarded as powers of appointment. The prior law, 
taxing only the exercise of general powers, had been in force for nearly 
25 years. In 1942 there were in existence a great many powers which 
had been created years before, in reliance on the law as it then existed. 
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Experience with the practical application of the provisions of the 
1942 act to preexisting powers has demonstrated that the pre-1942 
law should be restored as to those powers, for the above and other 
reasons, among which are the following: The impracticability of re- 
viewing all wills and trust agreements already in force in 1942, in 
order to discover whether they did or did not create powers which 
might be taxable under the new law; the fact that many such powers 
will not be discovered until it is too late for the donees to do anything 
about them; the fact that often such powers are not legally releasable, 
and in many cases where the power is legally releasable the donee 
(usually a trustee) feels under a moral obligation not to release it, or 
the release would seriously impair the arrangements made by the 
creator of the power for the benefit and protection of his family; 
powers will be released in most cases where it is possible to do so; and 
application of a new statute to preexisting powers will tend to promote 
litigation. Little or no revenue will accrue to the Government, and 
such as is received will come from the unwary or those who are power- 
less to help themselves. 

As to powers created after the passage of the 1942 act, the bill 
subjects to estate tax the possession of a general power of appointment, 
whether or not the power is exercised, and subjects to gift tax the exer- 
cise or release of such power. The bill defines a general power of ap- 
pointment as a power which is exercisable in favor of the decedent, his 
estate, his creditors, or the creditors of his estate. ‘This includes a 
general beneficial power to appoint by will. It also includes certain 
rights to consume principal. It provides a test of taxability which is 
simple, clear-cut, and easy to apply. 

Neither the power of appointment provisions of the 1942 act nor 
the present bill will bring in any appreciable revenue. Your com- 
mittee believes that the most important consideration is to make 
the law simple and definite enough to be understood and applied by 
the average lawyer, and that the present bill will accomplish that 
purpose, 

DISCUSSION OF SPECIFIC PROVISIONS 


Section 1 of the bill amends section 811 (f) of the code, relating to 
estate tax on powers of appointment. The new section 811 (f) (1) 
deals with preexisting powers, i. e., powers created on or before 
October 21, 1942, the date of enactment of the 1942 act. As to 
such powers it restores the situation which existed prior to that date, 
i. e., only the exercise of a general power of appointment is taxed. An 
amendment by your committee makes it clear that a complete release 
of a preexisting power at any time is not taxable. 

The former statute taxed property ‘‘passing’”’ under a general power 
of appointment exercised by the decedent. This sometimes gave rise 
to litigation where the decedent appointed part or all of the property 
to persons who would also have taken it under the terms of the original 
instrument creating the power. The bill eliminates this possibility 
by taxing all property with respect to which the decedent has ‘“exer- 
cised”’ a general power of appointment. 

_ With this exception, the intent of the bill is to restore the law regard- 
ing preexisting powers as it existed prior to the 1942 act. The changes 
made in section 811 (c) by the Technical Changes Act of 1949 have 
rendered obsolete the wording of the latter part of the pre-1942 section 
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811 (f) (1), dealing with the inter vivos exercise of preexisting general 
powers. Accordingly this language has been changed so as to tax any 
inter vivos exercise of a preexisting general power if it is made by a dis- 
position which is of such a nature that, if it were a transfer of property 
owned by the decedent, it would be taxable under section 811 (ce). 
Your committee’s first amendment extends this provision to cover a 
disposition which is of such a nature that, if it were a transfer of prop- 
erty owned by the decedent, it would be taxable under section 811 (d). 
The rules of section 811 (c) and (d) which are to be applied are, of 
course, those in effect on the date of the decedent’s death which are 
applicable to transfers made on the day on which the inter vivos 
exercise occurred. For instance, an inter vivos exercise by a decedent 
dying after the date of the enactment of the Revenue Act of 1950 
could not be considered to have been effected in contemplation of 
death unless it was effected within 3 years prior to death. Similar 
principles apply to inter vivos exercises or releases of future powers. 

The second paragraph of section 811 (f) (1) provides that if a general 
power of appointment is partially released before November 1, 1951, 
so that it is no longer a general power, a subsequent exercise of such 
power shall not be deemed the exercise of a general power. Under the 
House bill this period would have expired on July 1, 1951, which, in 
view of the probable date of enactment of this bill, would have allowed 
little or no time for adjustment of preexisting powers. An amendment 
by your committee changes this date to November 1, 1951, which 
appears adequate, particularly since a complete release of a preexisting 
power at any time after that date will be free of estate and gift tax. 

A partial release of a preexisting general power on or after Novem- 
ber 1, 1951, would not result in gift tax at that time, but (1) a subse- 
quent exercise of the modified power during life, which leaves in the 
holder no power to change the disposition of the property, will be a 
taxable gift, or (2) an exercise of the modified power by will will cause 
the property to be included in the decedent’s gross estate. Similarly 
(with the exception noted in the following sentence) where a future 
power is partially released, then (1) a subsequent exercise or release 
of the modified power during life, which leaves in the holder no power 
to change the disposition of the property, will be a taxable gift, and 
(2) the possession of the modified power at death, or the inter vivos 
exercise or release thereof by a disposition which if it were a transfer 
would be taxable under section 811 (c) or (d), will cause the property 
to be included in the decedent’s gross estate. However, where a 
power created after October 21, 1942, was partially released to a special 
power prior to June 1, 1951, a subsequent inter vivos exercise would 
not be a taxable gift. 

The new section 811 (f) (2) deals with future powers; i. e., powers 
created after the passage of the 1942 act. Under it there will be 
included in the decedent’s gross estate any property with respect to 
which he has at the time of his death a general power of appointment 
created after October 21, 1942, whether the decedent exercises the 
power or not. If the decedent has such a power of appointment 
exercisable only by will in favor of his estate, the property subject to 
the power is taxable. If he has, at the time of his death, such a power 
of appointment exercisable in his own favor only during his lifetime, 
the property subject to such power is taxable. The exercise or release 
of any such power in contemplation of death or to take effect at death 
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will likewise be taxable, to the extent that transfers of property 
by similar dispositions are taxable under section 811 (c). As in the 
case of preexisting powers, your committee’s first amendment inserts 
in this provision a reference to section 811 (d). 

Section 811 (f) (3) of the bill contains the definition of a general 
power of appointment. This definition applies to both preexisting and 
future powers. It defines a general power as meaning only a power 
which is exercisable in favor of the decedent, his estate, his creditors, 
or the creditors of his estate. If the decedent has such a power over 
part but not all of the property, that part of the property is includible 
in his gross estate. 

The definition provides that, if certain limitations or restrictions are 
present, a power is not a general power even though exercisable by 
the decedent in his own favor. A power to consume principal which is 
limited by an ascertainable standard relating to the holder’s health, 
education, support, or maintenance is not considered a os 
power. In the case of powers created on or before October 21, 1942, 
a power is not considered a general power if it is a joint wesc Lite, 
not exercisable by the holder except with the consent or joinder of 
another person or persons. 

Some but not all joint powers created after October 21, 1942, are 
exempt. Three rules for total or partial exemption of these future 
joint powers are provided. First, a future joint power is totally exempt 
if it is not exercisable by the decedent except with the consent or 
joinder of the creator of the power, since in this case the property 
would be includible in the gross estate of the creator of the power. 
Secondly, a future joint power is totally exempt if it is not exercisable 
by the decedent except with the consent or joinder of a person having 
a substantial interest, in the property subject to the power, which is 
adverse to the exercise of the power in favor of the decedent, his 
estate, his creditors, or the creditors of his estate. A taker in default 
of appointment has an interest which is adverse to such an exercise. 
Principles developed under the income and gift taxes will be applicable 
in determining whether an interest is substantial and the amount of 
property in which the adversity exists. A coholder of the power has 
no adverse interest merely because of his joint possession of the power 
nor merely because he is a permissible appointee under a Power, since 
neither the power nor the expectancy as appointee is an “interest” in 
the property. Nevertheless, the bill expressly provides that a ¢ ees 
shall be considered as having an adverse interest where he may posse 
a power after the decedent’s death which may be exercised to anieoint 
the property in favor of himself, his estate, his creditors, or the 
creditors of his estate. Thus, for example, if A, B, and C hold a power 
jointly to appoint to persons including themselves, and on the death of 
A, the power will pass to B and C jointly, then B and C are considered 
to have interests adverse to the exercise of the power in favor of A. 
Thirdly, a power which remains general after applic ation of the 
foregoing tests will, in effect, be treated as though those holders who 
are permissible appointees were joint owners of the property subject to 
the power. The decedent w ill, there fore, be re: carded as possesse ‘\dofa 
general power over an aliquot share of the property to be determined 
with reference to the number of joint holders, including the decedent, 
who (or whose estates or creditors) are permissible appointees. 
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If the holder of a power is legally accountable for its exercise or 
nonexercise, the power is not deemed to be a general power. However, 
a power which is exercisable in favor of the holder, his estate, his 
creditors, or the creditors of his estate, is not regarded as a power for 
which the holder is legally accountable. 

A donee of a power of appointment, particularly under a living trust 
agreement, often does not learn that he has the power until long after 

the trust was created. Living trusts and wills frequently give powers 

of appointment to persons not born or unascertainable at the time 
when the trust is created. The bill therefore provides that a dis- 
claimer or renunciation of a power of appointment shall not be deemed 
a release of the power. The disclaimer or renunciation must be 
unequivocal and must be made within a reasonable time after learning 
of the power. The power may be disclaimed or renounced without 
disclaiming or renouncing any other interest which the donee may 
have in the property, if ‘such disclaimer or renunciation is effective 
under local law. 

The second paragraph of section 811 (f) (2) is identical in effect 
with a corresponding provision of the present statute. It states that 
a power is considered to exist at the date of death even though exercise 
is subject to precedent notice or takes effect only after expiration of 
a stated period after exercise. Under this paragraph, a power of 
appointment will, of course, be considered to exist on the date of the 
decedent’s death where the time within which the power may be 
exercised is determined by reference to the decedent’s death. 

The provisions relating specifically to powers of appointment, 
which are proposed to be inserted in the Internal Revenue Code by 
this bill, are not intended to limit the scope of other subdivisions of 
the code (such as subsecs. (a), (c), and (d) of sec. 811 and subsec. (a) 
of sec. 1000) which apply to the transfer at denth or during life of 
any interest in property possessed by the taxpayer. 

The new section 811 (f) (4) deals with successive powers of appoint- 
ment. In at least one State a succession of powers of appointment, 
general or limited, may be created and exercised over an indefinite 
period without violating the rule against perpetuities. In the absence 
of some special provision in the statute, property could be handed 
down from generation to generation without ever being subject to 
estate tax. 

Under section 811 (f) (4) the exercise of any power of appointment 
created after October 21, 1942, will be taxable if it is exercised by 
creating another power of appointment which under local law can in 
turn be exercised so as to postpone the vesting of the property for a 
period which is ascertainable without regard to the date of the creation 
of the first power. This is true whether or not the first power is 
exercisable in favor of the holder of the power or his estate. 

The existing statute contains a provision which was intended to 
cover this situation, but it is too broadly worded. Under it, for 
example, the exercise of an otherwise exempt power might be taxed if 
it were exercised by giving a trustee discretionary power to invade 
principal. 

The bill also provides that the failure to exercise a preexisting power 
shall not be deemed an exercise of the power. ‘The House bill prov ided 
that the failure to exercise a future power which lapses during the life 
of the holder of the power shall not be deemed an exercise or release 
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of the power. An amendment by your committee modifies this latter 
provision so as to exempt from estate and gift tax only limited amounts 
of property subject to lapsed powers. ‘The committee amendment 
provides an annual exemption with respect to lapsed powers equal to 
$5,000 or 5 percent of the trust or fund in which the lapsed power 
existed, whichever is the greater. Thus, for example, if a person has 
@ noncumulative right to withdraw $10,000 a year from the principal 
of a $200,000 trust fund, failure to exercise this right will not result 
in either estate or gift tax with respect to the power over $10,000 which 
lapses each year prior to the year of death. At his death there will be 
included in his gross estate the $10,000 which he was entitled to draw 
for the year in which his death occurs, less any sums which he may have 
taken on account thereof while he was alive during the vear. How - 
ever, if, in the above example, the person had had a right to withdraw 
$15,000 annually, failure to exercise this right in any vear prior to the 
year of death will be considered a release of a power to the extent of 
the excess over 5 percent of the trust fund. Since the problem of the 
termination or lapse of powers of appointment during life arises 
primarily in the case of dispositions of moderate-sized properties 
where the donor is afraid the income will be insuffici ‘ient for the income 
beneficiary and therefore gives the income beneficiary a noncumula- 
tive invasion power, it is believed that the exemption provided in the 
committee amendment ($5,000 or 5 percent of the principal) will be 
adequate to cover the usual cases without being subject to possible 
abuses. 

The purpose of the new section 811 (f) (5), added by this committee 
amendment, is to provide a determination, as of the date of the 
lapse of the power, of the proportion of the property over which the 
power lapsed which is not to be considered as a taxable disposition 
for estate tax purposes and the proportion thereof which, if other 
requirements of section 811 are satisfied, will be considered as a tax- 
able disposition. Once the proportion of any disposition which is 
to be considered as taxable has been determined, the valuation of 
that portion as of the date of the decedent’s death (or, if the executor 
has elected the valuation provided by sec. 811 (j), the value as of the 
date therein provided) is to be ascertained in accordance with the 
principles which are applicable to the valuation of transfers of prop- 
erty by the decedent under the corresponding provisions of sections 
811 (c) and (d). Thus, for example, assume that a person who is 
life tenant of a trust has the right, exercisable only in the calendar 
year 1952, to appropriate $50,000 of trust principal and that the 
principal of the trust at the end of 1952 is worth $1,000,000. Under 
section 811 (f) (5) no part of the disposition by reason of the lapse 
of the power will be treated as a taxable disposition; it is, therefore, 
immaterial whether the trust corpus later declines or increases in 
value. However, if in this example, the value of the trust has been 
$800,000 at the end of 1952, then the lapse of the power over $10,000 
(or one-fifth of the amount which could have been appropriated) will 
be treated under section 811 (f) (5) as a taxable disposition; accord- 
ingly, under valuation principles applicable in determining the amount 
includible i in gross estate in case of a transfer intended to take effect 
in possession or enjoyment at or after death, if the trust corpus had 
declined in value to $600,000 at the date of death, then $7,500 would 
be includible in the decedent’s gross estate by reason of the lapse. 
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Conversely, if the value of the trust had risen to $1,200,000 at the 
date of death, then $15,000 would be includible in the decedent’s gross 
estate by reason of the lapse. 

Section 1 (b) of the bill provides that a power of appointment 
created by a will executed on or before October 21, 1942, the date of 
enactment of the 1942 act, shall be considered a preexisting power if 
the testator dies before July 1, 1949, without having republished the 
will, by codicil or otherwise, after October 21, 1942. This merely 
continues in force a provision which was enacted in 1948 (Public 
Law 635, 80th Cong.). 

The amendments made by the bill will take effect as if they had 
originally been contained in the 1942 act at the time of its enactment. 
Thus they will apply to the estates of all decedents dying after October 
21, 1942. 

Section 2 of the bill amends section 1000 (c) of the code, relating to 
gift tax on powers of appointment. These po ai follow closely 
the theory and wording of the estate tax amendments, so far as 
applicable. They also take effect as if originally contained in the 
1942 act, and will apply to gifts made on or after January 1, 1943. 
An amendment made by your committee prevents the retroactive 
imposition of gift tax upon releases prior to June 1, 1951, of powers of 
appointment created after October 21, 1942. This amendment is 
necessary because the extensions since 1942 of the period for tax-free 
release of powers have, with respect to the gift tax, but not with 
respect to the estate tax, been applicable to powers created after, as 
well as before, October 21, 1942, 


CHANGES IN EXISTING LAW 


Tn compliance with subsection 4 of rule X XIX of the Standing Rules 
of the Senate, changes in existing law made by the bill are shown as 
follows (existing law proposed to be omitted is enclosed in black brack- 
ets; new matter is printed in italics; existing law in which no change is 
proposed is shown in roman): 


Secrions 811 (F) anp 1000 (c) oF THE INTERNAL REVENUE CODE 
SEC. 811. GROSS ESTATE. 


o* * * * * * * 
[(f) Powers or APPOINTMENT.— 

[(1) In Generat.—To the extent of any property (A) with respect to 
which the decedent has at the time of his death a power of appointment, 
or (B) with respect to which he has at any time exercised or released @ 
power of appointment in contemplation of death, or (C) with respect to 
which he has at any time exercised or released a power of appointment 
by a disposition intended to take effect in possession or enjoyment at or after 
his death, or by a disposition under which he has retained for his life or 
any period not ascertainable without reference to his death or for any period 
which does not in fact end before his death (i) the ae or enjoyment 
of, or the right to the income from, the property, or (ii) the right, either 
alone or in conjunction with any person, to designate the persons who shall 
possess or enjoy the property or the income therefrom; except in case of a 
bona fide sale for an adequate and full consideration in money or money’s 
worth. 

((2) DEFINITION OF POWER OF APPOINTMENT.—For the purposes of this 
subsection the term ‘‘power of appointment’’ means any power to appoint 
exercisable by the decedent either alone or in conjunction with any person, 
except 

[(A) a power to appoint within a class which does not include any 
others than the spouse of the decedent, spouse of the creator of the 
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power, descendants of the decedent or his spouse, descendants (other 
than the decedent) of the creator of the power or his spouse, spouses 
of such descendants, donees described in section 812 (d), and donees 
described in section 861 (a) (3). As used in this subparagraph, the 
term ‘‘descendant’’ includes adopted and illegitimate descendants, and 
the term “‘spouse’’ includes former spouse; and 
C(B) a power to appoint within a restricted class if the decedent 
did not receive any beneficial interest, vested or contingent, in the 
property from the creator of the power or thereafter acquire any such 
interest, and if the power is not exercisable to any extent for the benefit 
of the decedent, his estate, his creditors, or the creditors of his estate. 
If a power to appoint is exercised by creating another power to appoint, 
such first power shall not be considered excepted under subparagraph (A) 
or (B) from the definition of power of appointment to the extent of the value 
of the property subject to such second power to appoint. For the purposes 
of the preceding sentence the value of the property subject to such second 
power to appoint shall be its value unreduced by any precedent or subsequent 
interest not subject to such power to appoint. 

[(3) Dare OF EXISTENCE OF POWER.—For the purposes of this subsection 
the power of appointment shall be considered to exist on the date of the 
decedent’s death even though the exercise of the power is subject to a prece- 
dent giving of notice or even though the exercise of the power takes effect 
only on the expiration of a stated period after its exercise, whether or not 
on or before the date of the decedent’s death notice has been given or the 
power has been exercised. } 

(f) Powers or APPOINTMENT.— 

(1) Property WITH RESPECT TO WHICH DECEDENT EXERCISES A GENERAL 
POWER OF APPOINTMENT CREATED ON OR BEFORE OCTOBER 21, 1942.—To the extent 
of any property with respect to which a general power of = ae created 
on or before October 21, 1942, is exercised by the decedent (1) by will or (2) by a 
disposition which ts of such nature that if it were a transfer of property owned 
by the decedent, such property would be includible in the decedent's gross estate 
under subsection (c) or (d); but the failure to exercise such a power or the com- 
plete release of such a power shall not be deemed an exercise thereof. 

If before November 1, 1951, or within the time limited by paragraph (2) of 
section 408 (d) of the Revenue’ Act of 1942, as amended, in cases to which such 
paragraph is applicable, a general power of appointment created on or before 
October 21, 1942, shall have been partially released so that it is no longer a 
general power of appointment, the subsequent exercise of such power shall not 
be deemed to be the exercise of a general power of appointment. 

(2) Powers CREATED AFTER OCTOBER 31, 1942.—To the extent of any property 
with respect to which the decedent has at the time of his death a general power of 
appotniment created after October 21, 1942, or with respect to which the decedent 
has at any time exercised or released such a power of appointment by a disposi- 
tion which is of such nature that if it were a transfer of prope rly owned by the 
decedent, such property would be includible in the decedent’s gross estate under 
subsection (c) or (d). A disclaimer or renunciation of such power of appoint- 
ment shall not be deemed a release of such power. 

For the purposes of this paragraph (2) the power of appointment shall be considered 
to exist on the date of the decedent’s death even though the exercise of the power is 
subject to a precedent giving of notice or even though the exercise of the power takes 
effect only on the expiration of a stated period after its exercise, whether or not on or 
before the date of the decedent's death notice has been given or the power has been 
exercised. 

(3) DEFINITION OF GENERAL POWER OF APPOINTMENT.—For the purposes of this 
subsection the term ‘‘general power of appointment’? means a power which is exer- 
cisable in favor of the decedent, his estate, his creditors, or the creditors of his estate; 
except that— 

(A) A power to consume, invade, or appropriate property | for the benefit of 
the decedent which is limited by an ascertainable standard relating to the health, 
education, support, or maintenance of the decedent shall not be deemed a general 
power of appointment. 

(B) A power of appointment created on or before October 21, 1942, which 
is exercisable by the decedent only in conjunction with another person shall not 
be deemed a general power of appointment. 
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(C) In the case of a power of appointment created after October 21, 1942, 
which is exercisable by the decedent only in conjunction with another person— 

(7) if the power is not exercisable by the decedent except in conjunction 
with the creator of the power—such power shall not be deemed a general 
power of appointment. 

(iz) if the power is not exercisable by the decedent except in conjunction 
with a person having a substantial interest in the property, subject to the 
power, which is adverse to exercise of the power in favor of the decedent— 
such power shall not be deemed a general power of appointment. For the 
purposes of this clause a person who, after the death of the decedent, may 
be possessed of a power of appointment (with respect tothe property subject to 
the decedent’s power) which he may exercise in his own favor shall be deemed 
as having an interest in the property and such interest shall be deemed adverse 
to such exercise of the decedent’s power. 

(itt) af (after the application of clauses (i) and (it)) the power is a general 
power of appointment and is exercisable in favor of such other person— 
such power shall be deemed a general power of appointment only in respect 
of a fractional part of the property subject to such power, such part to be 
determined by dividing the value of such property by the number of such 
persons (including the decedent) in favor of whom such power is exercisable. 

For the purposes of clauses (ii) and (iit) a power shall be deemed to be exercisable 
an favor of a person if it is exercisable in favor of such person, his estate, his 
creditors, or the creditors of his estate. 

(4) CREATION OF ANOTHER POWER IN CERTAIN CASES.—To the extent of any 
property with respect to which the decedent (1) by will or (2) by a disposition which is 
of such nature that if it were a transfer of propers y owned by the decedent, such property 
would be includible in the decedent's gross estate under subsection (c), exercises a 
power of appointment created after October 21, 1942, by creating another power of 
appointment which under the applicable local law can be validly exercised so as to 
postpone the vesting of any estate or interest in such property, or suspend the absolute 
ownership or power of alienation of such properly, for a period ascertainable without 
regard to the date of the creation of the first power. 

)) Lapse oF powER.—The lapse of a power of appointment created after October 
21, 1942, during the life of the individual possessing the power shall be considered a 
release of such power. The rule of the preceding sentence shall apply with respect to the 
lapse of powers during any calendar year only to the extent that the property which 
could have been appointed by exercise of such lapsed powers exceeded in value, at the 
time of such lapse, the greater of the following amounts: 

(A) $5,000, or 

(B) & per centum of the aggregate value, at the time of such lapse, of the assets 
out of which, or the proceeds of which, the exercise of the lapsed powers could 
have been satisfied, 


SEC. 1000. IMPOSITION OF TAX. 
* * + © * * * 


[(c) Powers or AprpointMENT.—An exercise or release of a power of ap- 
pointment shall be deemed a transfer of property by the individual possessing 
such power. For the purposes of this subsection the term ‘power of ap- 
pointment’’ means any power to appoint exercisable by an individual either 
alone or in conjunction with any person, except— 

{(1) a power to appoint within a class which does not include any 
others than the spouse of such individual, spouse of the creator of the 
power, descendants of such individual or his spouse, descendants (other 
than such individual) of the creator of the power or his spouse, spouses 
of such descendants, donees described in section 1004 (a) (2), and donees 
described in section 1004 (b). As used in this paragraph, the term 
“descendant” includes adopted and illegitimate descendants, and the 
term ‘‘spouse”’ includes former spouse; and 

[(2) a power to appoint within a restricted class if such individual did 
not receive any beneficial interest, vested or contingent, in the property 
from the creator of the power or thereafter acquire any such interest. 
and if the power is not exercisable to any extent for the benefit of such 
individual, his estate, his creditors, or the creditors of his estate. 

If a power to appoint is exercised by creating another power to appoint, such 
first power shall not be considered excepted under paragraph (1) or (2) from 
the definition of power of appointment to the extent of the value of the prop- 
erty subject to such second power to appoint. For the purposes of the pre- 
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ceding sentence the value of the property subject to such second power to 
appoint shall be its value unreduced by any precedent or subsequent interest 
not subject to such power to appoint. ] 

(c) Powers oF APPOINTMENT.— 

(1) EXERCISE OF GENERAL POWER OF APPOINTMENT CREATED ON OR BEFORE 
OCTOBER 21, 1942.—An exercise of a general power of appointment created on or 
before October 21, 1942, shall be deemed a transfer of property by the individual 
possessing such power; but the failure to exercise such a power or the complete 
release of such a power shall not be deemed an exercise thereof. 

If before November 1, 1951, or within the time limited by paragraph (2) of 
section 452 (b) of the Revenue Act of 1942, as amended, in cases to which such 
paragraph is applicable, a general power of appointment created on or before 
October 21, 1942, shall have been partially released so that it is no longer a general 
power of appointment, the subsequent exercise of such power shall not be deemed 
to be the exercise of a general power of appointment. 

(2) PoWERS CREATED AFTER OCTOBER 21, 1942.—The exercise of a general 
power of appointment created after October 21, 1942, or the release after May 
31, 1951, of such a power, shall be deemed a transfer of property by the indi- 
vidual possessing such power. A disclaimer or renunciation of such a power 
of appointment shall not be deemed a release of such power. 

(3) DEFINITION OF GENERAL POWER OF APPOINTMENT.—For the purposes of 
this subsection the term ‘“‘general power of appointment”? means a power which 
is exercisable in favor of the individual possessing the power (hereafter in this 
paragraph referred to as the ‘‘possessor’’), his estate, his creditors, or the creditors 
of his estate; except that— 

(A) a power to consume, invade, or appropriate property for the benefi 
of the possessor which is limited by an ascertainable standard relating to 
the health, education, support, or maintenance of the possessor shall not be 
deemed a general power of appointment. 

(B) a power of appointment created on or before October 21, 1942, 
which is exercisable by the possessor only in conjunction with another 
person shall not be deemed a general power of appointment. 

(C) In the case of a power of appointment created afler October 21, 1942, 
which is exercisable by the possessor only in conjunclion with another person— 

(i) if the power is not exercisable by the possessor except in conjunction 
with the creater of the power—such power shall not be deemed a general 
power of appointment; 

(it) af the power is not exercisable by the possessor except in conjunction 
with a person having a substantial interest, in the property subject to the 
power, which is adverse io exercise of the power in favor of the possessor— 
such power shall not be deemed a general power of appointment. For the 
purposes of this clause a person who, after the death of the possessor, may 
be possessed of a power of apppotntment (wilh respect to the property 
subject to the possessor’s power) which he may exercise in his own favor 
shall be deemed as having an interest in the properly and such interest 
shall be deemed adverse to such exercise of the possessor’s powe? ; 

(ii) if (after the application of clauses (i) and (it)) the power is a general 
power of appointment and is exercisable in favor of such other person— 
such power shall be deemed a general power of appointment only in respect 
of a fraciional part of the property subject to such power, such part to be 
determined by dividing the value of such property by the number of such 
persons (including the possessor) in favor of whom such power is exer- 
cisable. 

For the purposes of clauses (ii) and (iii) a power shall be deemed to be exer- 
cisable in favor of @ person if it is exercisable in favor of such person, his estate, 
his creditors, or the creditors of his estate. 

(4) CREATION OF ANOTHER POWER IN CERTAIN CASES.—If a power of appoint- 
ment created after October 21, 1942, is exercised by creating another power of 
appointment which under the applicable local law can be validiy exercised so as 
to postpone the vesting of any estate or interest in the property which was subject 
to the first power, or suspend the absolute ownership or power of alienation of 
such property, for a period asceriainable without regard to the date of the creation 
of the first power, such exercise of the first power shall, to the extent of the property 
subject to the second power, be deemed a transfer of property by the individual 
possessing such power. 

(5) Lapse or powEr.—The lapse of a power of appointment created after 
October 21, 1942, during the life of the individual possessing the power shall be 
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considered a release of such power. The rule of the preceding sentence shall 
apply with respect to the lapse of powers during any calendar year only to the 
extent that the property which could have been appointed by exercise of such 
lapsed powers exceeds in value the greater of the following amounts: 
(A) $5,000, or 
(B) 5 per centum of the aggregate value of the assets out of which, or the 
proceeds of which, the exercise of the lapsed powers could be satisfied. 


O 
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McCarran, from the Committee on the Judiciary, submitted 


the following 


REPORT 


[To accompany 8. 1042] 


The Committee on the Judiciary, to which was referred the bill 
(S. 1042) to amend the act creating the Motor Carrier Claims Commis- 
sion (Public Law 880, 80th Cong.), having considered the same, re- 
ports favorably thereon, without amendment, and recommends that 
the bill do pass. 

PURPOSE 


The purpose of the proposed legislation is to amend section 13 of 
the act of July 2, 1948 (62 Stat. 1222), creating the Motor Carrier 
Claims Commission, by extending the termination date for the exist- 
ence of said Commission to June 30, 1953, or until such earlier time 
as said Commission shall have made its final report to Congress on all 
claims filed with it. 

STATEMENT 


The Motor Carrier Claims Commission was established for the pur- 
pose of hearing and determining existing claims by motor carrier 
transportation systems named in Executive Order No. 9462, dated 
August 11, 1944 (3 C. F. R., 1944 Supp.), for loss and damages sus- 
tained by them as a result of the seizure, operation and use of their 
properties during World War II. 

he motor carriers affected hauled approximately three-fourths of 
the motor freight in a 15-State midwest area generally west and south 
of Chicago. For some time prior to 1944 these carriers were e xperienc- 
ing difficulty in meeting the demands for higher pay made by the labor 
unions of which their operative personnel were members. The carriers 
took the position that capitulation to these demands would mean 
financial disaster. However, the War Labor Board on February 7, 
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1944, ordered substantial wage increases. The carriers did not comply 
with the order and on August 4, 1944, the unions struck. 

On August 11, 1944, the President issued Executive Order No. 9462 
(supra), directing that the carriers’ properties be seized, used and oper- 
ated by the Government. The Office of Defense Transportation was 
directed to execute the order and, on the same date, a Federal Manager 
was appointed to take possession and control of the carriers. The 
Federal Manager was authorized to manage or operate, or arrange for 
the management or operation of the carrier system 

The Federal Manager took possession of the properties on August 
11, 1944, and issued an operations order directing the carriers to resume 
operations. The carriers obeyed the order under protest. Upon 
taking possession the Federal Manager raised wages, took charge of 
labor relations and grievances, supervised freight-rate matters, froze 
all properties so as to prohibit their sale, transfer or further enc um- 
brance, and exercised other indicia of control. In some cases the 
owners were displaced and the carrier lines were operated directly by 
the Federal Manager, using Government employees. 

It was the announced intention of the Federal Manager upon his 
assumption of control to release the carriers gradually, subject to 
certain conditions. Under the conditions prescribed the several 
carriers were restored to private ownership at various times within a 
period of approximately 15 months after their original seizure. 

Following the termination of possession and control by the Federal 
Manager, a : number of the carriers filed claims with the United States 
Court of Claims and with the Congress, averring that they had suffered 
heavy losses during the period of Government control for which they 
were entitled to remmbursement. As a result the Eightieth Congress 
created the Motor Carrier Claims Commission by the act of July 2, 
1948 (62 Stat. 1222), to hear and determine these claims according to 
law. 

Section 6 of the creative act provided that ‘‘the Commission shall 
receive claims for a period of 6 months after date of enactment of 
this act and not thereafter.” Thus the original time for filing claims 
with the Commission was to expire January 2, 1949, but Congress 
subsequently acted to extend that period to April 2, 1950. Prior to 
the final date for the oe of claims, all but 5 of the 103 carriers 
named in Executive Order No. 9462 had filed claims with the Com- 
mission and, in addition, 5 ‘other carriers claiming rights under the 
act filed claims with the Commission. The aggregate monetary amount 
of these 103 claims, without interest, was $39,133,839.57 

The termination date for the existence of the Commission was pro- 
vided for in section 13 of the creative act, as follows: 

The existence of the Commission shall terminate at the end of 2 years after the 
first meeting of the Commission or at such earlier time after the expiration of the 


6 months’ period of limitation set forth in section 6 hereof as the Commission 
shall have made its final report to Congress on all claims filed with it. * * * 


The Commission, which consists of a Chairman and two other mem- 
bers who are appointed by the President with the advice and consent 
of the Senate, held its first meeting on September 20, 1949, and 
thereby established September 20, 1951, as the termination date for 
the existence of the Commission. 

The creative act charged the Attorney General with the duty of 
representing the Government in these claims before the Commission. 
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Under the rules of procedure adopted by the Commission the first 
answer by the Government was due on April 24, 1950. The Attorney 
General, upon his request, was granted 30 days additional for answer 
in each case. Answers were not filed until May 24, 1950, and the filings 
extended on into June as they came due; the cases were all finally at 
issue in the early part of June, 1950. The Commission sat in special 
session June 7, 1950, for the purpose of discussing the setting of cases 
for trial. Thereafter followed numerous hearings and conferences by 
counsel and the Commission in reference to the setting and hearing of 
the cases, and, in the meantime, preparation for trials began. 

Notwithstanding the fact that it was maintained by the claimants 
that each case must rest upon its own particular facts and must be 
tried individually, it was agreed by the parties that the case of the 
R-B Freight Lines, Inc. v. United States (amount claimed $370,289.38), 
should be tried completely on all issues possible before the Commission 
sitting en banc. Thus the Commission would become familiar with 
the problems involved and the law applicable, and much time would 
be saved in the trial and hearings of all of the other cases. 

The trial of this case on its merits began August 28, 1950, and 
proceeded intermittently (by reason of de lays requested by both 
parties) until April 4, 1951, on which date the parties made an addi- 
tional oral argument ‘and the case was finally submitted to the Com- 
mission. 

In the course of the trial, it was necessary for some of the hearings 
in this case to be held at Los Angeles, Calif. Depositions were taken 
at Chicago, Ill., and Sioux Falls, 8. Dak. The transcript of evidence 
comprises approximately 2,000 pages. The petitioner filed 119 
exhibits. Some of the exhibits were quite voluminous and others, 
consisting of accounting data, totaled 554 pages. In addition, peti- 
tioner filed an exhibit containing 26 pages of detailed mileage records 
of the various truck carriers and a copy of the report of the Federal 
manager of the 103 carriers under his control. The respondent, on 
its side, has filed 65 exhibits, including copies of reports made to the 
Interstate Commerce Commission. 

The voluminous record compiled in this case largely results from the 
fact that both parties, and the Commission, have regarded it as a test 
case. 

In the meantime, the taking of evidence before assistant commis- 
sioners (hearing officers) was begun in 43 other cases. The assistant 
commissioners will report their findings of fact in each case to the 
Commission ; the Commission will consider exceptions to such findings 
and then hear argument prior to making a final determination. The 
remaining cases have all been calendared for hearing at later dates. 

Although the Commission was due to end its existence on September 
20, 1951, the status of the cases makes it mandatory that the termi- 
nation date for the Commission be extended if the Commission is to 
discharge the responsibility with which it was charged under the 
creative act. The Commission has proceeded with reasonable dis- 
patch but the size and scope of the claims filed with it, and the fact 
that almost 90 percent of the claimants are represented by the same 
attorneys and the Government has been represented by a limited 
staff, have prolonged the proceedings before the Commission. The 
Commission is now in position to hear and determine the claims as 
rapidly as the parties are abie to try them, but it is apparent that 
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the life of the Commission must be prolonged to enable it to complete 
its work. 

Under section 10 of the creative act it is required that the Commis- 
sion shall promptly submit a report to Congress after the proceedings 
have been finally concluded in each claim. However, section 9 (a) 
provides that final determination of a claim by the Commission shall 
be subject to review in the same manner as is provided for cases in 
the Court of Claims, upon application to the Supreme Court within 3 
months from the date of filing such final determmation with the clerk 
of the Commission. Furthermore, if any of the determinations of the 
Commission are reviewed by the Supreme Court it is required, by 
section 10 (2) of the creative act, that the report of the Commission 
on the particular claim contain a transcript of the proceedings or 
judgment upon review, if any, with the instructions of the court. 

For the reasons stated, it is the opinion of the committee that the 
termination date of the existence of the Motor Carrier Claims Com- 
mission should be extended to June 30, 1953, or until such earlier time 
as the Commission shall have made its final report to Congress on all 
claims filed with it, and recommends favorable consideration of the 
bill (S. 1042) to accomplish that purpose. 

Appended hereto and made a part of this report is a letter dated 
January 26, 1951, from the Motor Carrier Claims Commission to the 
President of the Senate and the Speaker of the House of Repre- 
sentatives. 


Unitep States Motor Carrier CLAImMs CoMMISSION, 
Kansas City 6, Mo., January 26, 1951. 
The PRESIDENT OF THE SENATE, 
The SPEAKER OF THE House oF REPRESENTATIVES, 
Washington 24, D. C. 

Sirs: With the approval of the Executive Office of the President, the Motor 
Carrier Claims Commission submits herewith a suggested bill, the effect of which 
would be to extend the life of the Motor Carrier Claims Commission beyond the 
termination date under existing law (September 20, 1951), for a period ending 
June 30, 1953. In connection with this suggested legislation, the attention of the 
Congress is respectfully invited to the facts set forth below. 

The Motor Carrier Claims Commission was created by Public Law 880, Eight- 
ieth Congress (enacted July 2, 1948) to “hear and determine, according to law, 
existing claims against the United States arising out of the taking by the United 
States of possession or control of any of the motor-carrier transportation systems 
described in Executive Order No. 9462, dated August 11, 1944 (C. F. R., 1944, 
Supp. p. 70).”. The act confers upon the Commission exclusive jurisdiction over 
such of these claims as are presented to it. The determination of the Commission 
in each case (which is reviewable by the Supreme Court) is to be filed with Congress 
and, under the terms of the act, the report of such determination ‘‘shall have the 
effect of, and be paid in the same manner as is provided for, a final judgment of the 
Court of Claims.” 

The Commission was not activated until September 19, 1949, when two of its 
members took the oath of office. Under the then existing law, claims could be 
filed with the Commission not later than October 2, 1949. Though there was then 
pending in Congress a proposed amendment extending the filing time, it could not 
at that time be assumed that this amendment would be adopted. Therefore, it 
was necessary for the Commission to make provision for claimants’ filing of their 
claims within the time then allowed. In order to do this, the Commission advised 
the motor carriers described in Executive Order No. 9462 that they might present 
their claims informally by letter, telegram, or other writing, and that opportunity 
would subsequently be given for perfection of such claims. For the purpose of 
taking the above action, the Commission met on September 20, 1949, and thereby 
determined the date of the Commission’s expiration, for the act provides that the 
existence of the Commission ‘‘shall terminate at the end of 2 years after the first 
meeting of the Commission * * *,” 
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A short time later, by amendment contained in the Third Deficiency Appro- 
priation Act (Public Law 343, 8lst Cong.), Congress extended the time for filing 
claims to April 2, 1950. Thus, it will be noted that while claimants had six addi- 
tional months within which to file, there was no corresponding extension of the 
life of the Commission; and it was not found possible to bring the claims to issue 
before the final filing date had passed. The Commission proceeded with its organ- 
ization and employed personnel only as needed. Since most of the claimants 
were located in a midwestern area covering 15 States, headquarters were estab- 
lished in Kansas City, Mo. Rules of procedure were adopted as of February 24, 
1950; and 103 claimants completed and perfected the filing of individual claims 
in the total amount of $39,133,839.57, shortly before the final filing date, April 
2, 1950. 

Under the act creating the Commission it is the duty of the Attorney General 
or his assistants to represent the United States in all claims presented to the Com- 
mission. Under the rules adopted by the Commission, service was made upon 
the Attorney General, and a period of 30 days was allowed for answer. As 
filings were completed, service was promptly perfected; however, it was not until 
some time during the month of April 1950 that the Attorney General was able to 
assign a special assistant to the task of defending the Government against these 
claims. On April 24, 1950, the date upon which the first answer was due, the 
special assistant to the Attorney General appeared before the Commission and 
represented to the Commission that he had not had an opportunity to give 
sufficient study to the cases to prepare an answer in any of the cases at that time. 
He requested that he be granted an additional 30 days for such answer in each 
ease. This request was granted. Answer was made in each case within the 
second 30-day period allowed, but this meant that it was not until May 24, 1950, 
that the first case was at issue. 

When answers had been filed in all the cases, and as the Commission was 
beginning work on a calendar for the hearing of evidence in the respective cases, 
counsel for both claimants and the Government requested that a conference be 
held with the Commission on June 7, 1950 for the purpose of discussing the setting 
down of cases to be heard. This conference was held and, at that time, counsel 
for both claimants and the Government requested that two certain cases be 
paneer first on the calendar and that a formal prehearing conference be held on 

oth of these cases on June 28, 1950, the opinion being expressed-by counsel that 
by that date considerable progress could be made in the matter of stipulation of 
facts which would materially shorten the trial time necessary in these and later 
cases. The Commission acceded to the request of counsel and set the prehearing 
conference for June 28, 1950. 

At the time of the prehearing conference just referred to, it was represented 
to the Commission by counsel for both claimants and the Government that it 
was impossible for the parties to be ready to go to trial in either of the cases under 
eonsideration within less than 60 days, and it was requested that the hearing of 
the first case be set not earlier than August 28, 1950. Hearing of the first case 
was begun before the Commission on August 28, but after offering a portion of 
the testimony for claimant, counsel for the claimant requested adjournment of 
the case upon the representation that it would require several weeks additionat 
preparation, principally in the assembling of accounting evidence, before the 
claimant’s case could be carried forward to completion without interruption. 
Counsel for the Government voiced no objection to this request. After several 
conferences with counsel for both parties at which they stated that time allowed 
them for additional preparation and for conferences with each other would simplify 
the issues and shorten the trial time necessary, hearing of the evidence was finally 
resumed on October 16, 1950. After that date there were some few interruptions 
but. none for extended periods of time, and the hearing of the evidence was con- 
cluded on December 2, 1950. At the conclusion of the evidence, the Commission 
set January 3, 1951, as the date for final argument of the case, before which both 
the claimant and the Government should submit briefs, and also proposed findings 
of fact if they so desired. Delay in receipt of the transcript of the evidence caused 
the claimant to request additional time and, in turn, the Government also re- 
quested additional time for filing its proposed findings and brief. Brief and 
proposed findings have been received from the claimant and those of the Govern- 
ment are now due to be filed. Final argument is to be heard on January 29, 
after which the Commission will make its determination as soon as possible. 
The record in the case is quite voluminous and some time will be required for 
thorough consideration. This case has been considered by both parties as a test 
case and this fact has largely contributed to the size of the record, the volume of 
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the evidence and the number of legal questions raised for determination by the 
Commission. 

In the meantime, the taking of evidence before assistant commissioners (hear- 
ing officers) has been begun in 43 other cases. These assistant commissioners are 
to report their findings of fact in each case to the Commission; the Commission 
will then consider any exceptions to such findings, and after argument, make 
the final determination. 

The Commission expected all of the claims to be at issue within a very short 
time after April 2, 1950, and equipped itself for the hearing of evidence on the 
various claims at points throughout the area covered by the claimants, the evi- 
dence in most of the cases to be taken by assistant commissioners employed on 
the staff of the Commission. It was anticipated that at least 4 or 5 cases could 
proceed simultaneously. It developed, however, that the Attorney General 
found it possible to assign only one man to the defense of the Government in 
these claims. The Commission for some time continued to hope that the special 
assistant to the Attorney General having charge of the work would be given several 
assistants, and this matter was discussed on various occasions by members of the 
Commission with officials of the Department of Justice. The special assistant 
in charge of the work for the Department of Justice proceeded with the assistance 
of only one stenographer, however, until January 8, 1951, when one assistant, an 
attorney, was assigned to him. 

The Commission is of the opinion that it cannot consider the direction of the 
act by which it was created that the Attorney General or his assistants represent 
the Government, as being addressed to the Attorney General alone. It is felt, 
rather, that this direction should be construed as meaning also that the Com- 
mission shall afford the Government, through the Attorney General or his assist- 
ants, a reasonable opportunity to make a proper defense. The Commission does 
not believe that it would have fulfilled its obligations under the act to hear and 
determine the claims if it should make reports to Congress based on only one 
side of the evidence, as the result of ex parte hearings. Since the Commission 
has no control whatever over the defense of the Government or over the assign- 
ment of men by the Department of Justice, the Commission has been able only 
to continually urge the parties to hasten the trial of cases, and to repeatedly sug- 
gest to the Department of Justice that a larger force of attorneys be assigned to 
the defense of the Government. Ultimately, however, the Commission has had 
to accommodate its schedule to the situation described. 

On account of this situation the Commission reduced its staff, the number of 
assistant commissioners (hearing officers) kept on duty being cut from five to two. 

While it is represented to the Commission by counsel for both claimants and the 
Government thai the experience of the trial of the first case. and a study of the 
evidence adduced therein will enable the parties in other cases to complete their 
trial in a much shorter period of time than is required for the first case, it is still 
impossible for the Commission to predict the rate at which the cases can be com- 
pleted. As noted above, the special assistant to the Attorney General does now 
have one assistant. However, the presentation of the evidence by no means 
concludes ‘he work of counsel for the Government or counsel for the claimant in 
any particular case. With briefs, arguments and exceptions, and work on any 
possible appeals, it is still hardly possible for the taking of evidence in more than 
one case to be proceeding at all times. 

It is provided by the act that when the Commission makes a determination, such 
determination shall be filed in the office of the clerk of the Commission and that 
the parties have 3 months from the date of such filing within which to apply for 
review by the Supreme Court. Thus, in no case can the Commission make a report 
to Congress earlier than 3 months after the determination has been made. 

It has been represented by counsel for both claimants and the Government that 
at least one case can be expected to be taken to the Supreme Court, and it is 
likely that at least two cases will have to be reviewed before the Supreme Court 
can have passed upon all of the basic legal questions. 

The case of one of the claimants was tried in the Court of Claims. Certiorari 
was granted by the Supreme Court on petitions of both parties, and the case was 
argued in the Supreme Court on January 3, 1951. It has been suggested by some 
officials of the Department of Justice that the Supreme Couri’s decision in this 
case (Wheelock v. Prnited States) might materially reduce the size of the task of the 
Commission. However, that case was not filed under the act creating this Com- 
mission and it canno: be assumed that the action of the Supreme Court in that 
case will lay down a standard which can be accepted as an absolute guide for the 
actions of this Commission. At least, it cannot be assumed at this point that the 
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action of the Supreme Court in that case will be such as to convince both parities 
to cases now pending before this Commission that they have no proper ground for 
review of a case filed under the Motor Carrier Claims Commission Aci. 

Suggestion has been made that the Commission might, by its determinations in 
a relatively few cases, establish rules which would govern other cases, and thereby 
shorten the period of time needed for completion of the work. Even if such rules 
are established, insofar as legal principles are concerned, each case musi still be 
considered on its own facts. And even if the parities should accept the rulings of 
the Commission as governing subsequent cases, and should be able to agree on the 
facis in such cases, determination would still not become an automatic process. 
In each report to the Congress, the Commission musi include its own findings of 
fact and its conclusions, with its reasons for both. 

If any of the determinations of the Commission are reviewed by the Supreme 
Court, it will be necessary for the commission to continue in existence until 
decisions in those cases have been handed down so that reports can be made to 
Congress in the manner provided by law. (The act provides that reports shall 
contain ‘“* * * (2) a transcript of the proceedings or judgment upon review, 
if any, with the instructions of the Supreme Court. * * *’’). In the mean- 
time, other cases can be carried forward to the point of final determination, 
which determination must be held in abeyance pending any action of the Supreme 
Court. 

In view of the above facts, it is the feeling of the Commission that if its work 
is to be completed, it must suggest that the period of its operation should be 
extended for an additional period of approximately 2 years. In order that the 
closing of the business of the Commission may coincide with the end of a fiscal 
year, the termination date named in the suggested legislation submitted herewith 
is June 30, 1953. It will be noted that the proposed bill retains the provision 
that the existence of the Commission shall terminate ‘‘at such earlier time as the 
Commission shall have made its final report to Congress on all claims filed with it.” 

Respectfully submitted. 

Moror Carrier CLAIMS ComMISSION, 
Tuomas W. O’Hara, Chairman. 
Ernest M. Situ, Commissioner. 


WiLu1AM RANDOLPH CARPENTER, 
Commissioner. 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed i is shown in roman): 


Tus Act or Jury 2, 1948 (Cu. 808, 62 Star. 1222) 


[Sxc. 13. The existence of the Commission shall terminate at the end of two 
years after the first meeting of the Commission or at such earlier time after the 
expiration of the six months’ period of limitations set forth in section 6 hereof as 
the Commission shall have made its final report to Congress on all claims filed 
with it. Upon its dissolution the records of the Commission shall be delivered 
to the Archivist of the United States. 

Sec. 13. The existence of the Commission shall terminate on June 30, 1953, or at 
such earlier time as the Commission shall have made i!s final report to Cong~ess on all 
claims filed with it. ,Upon its dissolution the records of the Commission shall be 
delivered to the Archivist of the United States. 


O 
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JgNE 4 (legislative day, May 17), 1951.—Ordered to be printed 
a 
Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 2396] 


The Committee on the Judiciary, to which was referred the bill 
.(H. R. 2396) to amend chapter 213 of title 18 of the United States 
Code, having considered the same, reports favorably thereon without 
amendment and recommends that the bill do pass, 


PURPOSE OF THE BILL 


The purpose of the bill is to add a new section to chapter 213 of 
title 18 of the United States Code to provide that the statute of limita- 
tions applicable to violations of the passport laws and the laws relating 
to the falsification of evidence of citizenship be extended to 10 years. 


STATEMENT 


Provision was made in section 346 (g) of the Nationality Act of 1940 
(8 U.S. C. 746 (g)) for a 5-year period of limitations in the prosecution 
of offenses defined in the penal provisions. 

In the codification of title 18 of the United States Code, effective 
September 1, 1948, section 582 of that title, dealing with limitations on 
offenses other than capital, and section 746 (g) of title 8 were consoli- 
dated, with the result that violations of the penal provisions of the 
Nationality Act became subject to the general 3-year statute of 
limitations. 

Because of the nature of passport frauds, the 3-year limitation on 
prosecutions has operated to protect a number of violators. The 
following report from the Department of State sets forth the need for 
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an amendment to extend the tolling of the statute on passport viola- 


tions and to place the pertinent penal provisions of the Nationality 
Act in similar classification. 


DEPARTMENT OF STATE, 


; Washington, January 31, 1951. 
Hon. Sam RaysBurn, 


Speaker of the House of Representatives. 


My Dear Mr. Speaker: The Department of State recommends that the 
statute of limitations, applicable to violations of the passport laws and the laws 
relating to the falsification of evidence of citizenship, be changed from 3 years 
to i0 years. There is enclosed herewith the draft of a bill to effect this change. 

The successful violations of the passport laws, like other crimes perpetrated 
by fraud and deceit, often are not discovered until after the present statute of 
limitations has run. If none of the guilty persons had sinister motives and used 
the passports only for travel which was otherwise legitimate, there would not be 
sufficient justification for asking that the statute of limitations be extended. 
A large percentage of the frauds are perpetrated by aliens who use the passports 
to enter the United States illegally. A smaller, but considerable, percentage of 
the imposters use the passports to carry on illegal activities, such as narcotic 
trafficking, counterfeiting, espionage for foreign governments, and revolutionary 
agitation. 

During the period between World War I and World War II, the Soviet Govern- 
ment regularly sent to various countries all over the world espionage agents and 
agitators traveling with fraudulent American passports which were obtained 
through the assistance and connivance of American Communists. When the 
broad conspiracy was discovered, it was not possible to present the case to a 
grand jury, as the 3-year limitation in the statute of limitations had already run. 
It was possible, however, to obtain indictments of the top four American Com- 
munists involved for their individual passport frauds. Had the statute of 
limitations then permitted prosecution within 10 years after the commission of 
the offenses, it would have been possible to prosecute at least 25 American Com- 
munists who were involved in the conspiracy. 

A number of the leading Communists of the United States have been convicted 
of violating the passport laws. A larger number, however, have escaped -prosecu- 
tion because the statute of limitations had run prior to the discovery of the crime 
or the obtention of sufficient evidence to submit to the grand jury. Aliens who 
obtain passports to enable them to enter the United States illegally by imper- 
sonating persons who were born or naturalized in the United States and presenting 
documentary evidence of birth or naturalization belonging to those persons and 
false identification evidence very often are not discovered until the American 
citizen whose documents were used may attempt to obtain a passport in his own 
right. The fact that a passport has been obtained through the misuse or falsi- 
fication of evidence of citizenship generally is not ascertained until after the 
period of 3 years in the present statute of limitations has run. 

The Department has been informed by the Bureau of the Budget that there is 
no objection to the submission of this proposed legislation. 

Sincerely yours, 
Dean ACHESON. 


A similar bill, S. 964, which was introduced in the Senate at the 
request of the Secretary of State is now pending before the Senate 
Committee on the Judiciary. In view of the fact that the bill H. R. 
2396 is being reported favorably the bill, S. 964, will be indefinitely 
postponed. 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (H. R. 2396) should be enacted. 


O 
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PunB-4 (legislative day, May 17), 1951.— Ordered to be printed 


ty McCarran, from the Committee on the Judiciary, submitted 
the following 


-—y 


REPORT 


{To accompany H. R. 2924] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 2924) to amend section 4164 of title 18, United States Code, re- 
lating to conditional release of Federal prisoners, having considered 
the same, reports favorably thereon, without amendment, and recom- 
mends that the bill do pass. 


STATEMENT 


Prior to the pearear of the act of June 29, 1932, c. 310, section 4, 


47 Statute 381, which is now section 4164 of title 18, United States 
Code, a Federal prisoner was released unconditionally after he had 
served the term or terms for which he had been sentenced, less the 
commutation of time for good conduct. Section 4164 (the act of 
June 29, 1932) presently provides that a Federal prisoner who has 
served his sentence, less good time deductions, shall be treated upon 
release as if he were released on parole, and shall be subject to all 
provisions of law relating to the parole of Federal prisoners until the 
expiration of the maximum term or terms for which he was sentenced. 

The purpose of this bill (S. 1366) is to amend section 4164 so as to 
provide that a prisoner who has served his sentence, less good time 
deductions, shall be released unconditionally if there remain less than 
180 days to serve under the maximum term or terms of his sentence; 
and, if there remains a greater period to serve, the prisoner shall be 
treated upon release as if he were released upon parole until the 
expiration of the maximum term or terms for which he was sentenced, 
less 180 days. 
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The Department of Justice is put to considerable expense and 
trouble in returning to custody the relatively minor number of con- 
ditional releasees who violate the terms of their release under section 
4164, and who have short unexpired terms to serve. According to 
advice received from the Attorney General, in those cases in which 
the prisoners have less than 180 days remaining to be served the dis- 
advantages outweigh the advantages of returning such violators to 
custody. This advice is predicated on the basis that a releasee who 
violates the conditions of his release by committing a serious offense 
can be tried for that offense, and if a violation simply consists of 
some minor act which would not amount to a criminal offense if com- 
mitted by a person not in the situation of a parolee, such act does 
not warrant the expense and inconvenience involved in returning him 
to custody for a short period of time. In this connection it may be 
noted that prisoners released in accordance with the provisions of 
section 4164 have actually served their full sentence, less good time 
deductions as provided by law. 

For. the reasons stated above, and in view of the proposal of the 
Department of Justice that this legislation be enacted, the committee 
recommends favorable consideration of this bill. 

Attached hereto and made a part of this report is the letter from 
Mr. Peyton Ford, Deputy Attorney General, to Hon. Pat McCarran, 
chairman of the committee, dated April 11, 1951. Additional infor- 
mation pertinent to the present bill may be found in House Report 
No. 314, Eighty-second Congress, first session, dated April 11, 1951. 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENERAL, 
Washington, April 11, 1951. 
Hon. Pat McCarran, 
Chairman, Commitiee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in further response to your letter of February 19 
relative to the proposed amendment of section 4164 of title 18, United States 
Code, relative to the conditional release of Federal prisoners. We acknowledged 
receipt of your letter on March 2 stating we would supply the information re- 
quested as soon as it could be compiled. 

Up until the passage of the act of June 29, 1932, chapter 310, section 4, 47 
Statute 381, which is now section 4164 of title 18, United States Code, a prisoner 
was unconditionally released who had served the sentence imposed less the com- 
mutation for good conduct provided for in the act of June 21, 1902, chapter 1140, 
32 Statute 397 (18 U. 8. C. 4161). The act of June 29, 1932, provided for his 
release as upon parole, the parole supervision to continue until the expiration of 
the maximum term for which he was sentenced without regard to the commutation 
for good conduct. The purpose was to provide supervision during the critical 
period of readjustment to civil life and to encourage releasees to behave them- 
selves under the threat of a return to custody to serve the balance of their sen- 
tences. 

This statute applies only to those prisoners who have earned commutation 
while in the institution but who have not been considered suitable for parole. It 
involves what the board of parole has considered to be the least hopeful group. 
The first 6 months after release of a prisoner is the most critical readjustment 
period. During the year 1949 for instance 57 percent of the releasees violated 
their parole or conditional release within the first 6 months. While it is obvious 
from this that the critical period of supervision is during the first 6 months follow- 
ing release, 19 years experience under this law has demonstrated that while the 
principle of supervising conditional releasees should be retained for prisoners who 
have accumulated an appreciable amount of good time, little is accomplished by 
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retaining released prisoners under supervision for a few months and returning 
them to prison for such short periods in the event of violation of conditions of 
release. Considerable expense is incurred by the Federal Probation Service in 
attempting to supervise them, and by the Department of Justice in committing 
them and supporting them as violators for such short periods. With only a short 
time remaining to be served nothing more can be done for the individual prisoner 
by way of rehabilitation and his return to custody for this relatively short time 
serves only to aggravate his resentment against society and makes it more difficult 
for him to adjust himself when finally released. As-a practical matter the benefit 
to society by further incarceration for 6 months or less does not justify the ex- 
pense of returning the offender to custody, and the trouble involved in supervising 
a much larger number who do not get into trouble. 

The attached table will give a rather complete picture of the number of condi- 
tional releasees during the fiscal year 1950, the number of violations and the 
reasons therefor. It will be noted that 5,744 prisoners were conditionally re- 
leased during the year 1950. Of these approximately 3,500 or 61 percent had less 
than 180 days to serve. Only 392 of this 3,500 violated the conditions of their 
release. This was less than 7 percent of the total number conditionally released. 

Of this group of 392 violators, 181 were guilty of technical violations of their 
release agreement, such as leaving their parole limits without permission, not re- 
porting, getting in bad company, ete. Twenty-six were guilty of minor offenses 
such as disorderly conduct, vagraney, drunkenness, and traffic violations for 
which the penalty of being returned to one of our institutions and being required to 
serve out the balance of their term would be somewhat out of proportion to the 
seriousness of the offense. 

The violations of 102 of this group consisted of serious offenses triable under 
State laws and which upon conviction would result in confinement in State in- 
stitutions. In nearly every case if found guilty they were sentenced to serve 
appropriate terms in local institutions and the violator warrent was filed with the 
local officers to be served and prisoner returned to our institutions upon completion 
of his State sentence. In the case of those guilty of minor offenses the matter is 
usually reported to the probation officer and a warrant is issued—the prisoner 
being returned to our institutions without trial or conviction in local courts. Of 
the group of 181 guilty of technical violations, warrants were issued and served 
if the offender could be found, and returned by the marshal to the nearest Federal 
institution. 

As stated above probation officers are charged with the responsibility of super- 
vising not only paroled prisoners but also conditional releasees, including approx- 
imately 3,500 prisoners who have less than 180 days remaining on their sentences. 
Not all of these 3,500 would be under supervision at any one time. The case load 
for these probation officers, however, will average close to 7,500 parolees and con- 
ditional releasees at any one time, or an average of about 100 per probation officer. 
If this bill should become law it would lessen their case load very materially and 
enable them to devote more time to the more hopeful cases and the preparation 
of presentence reports for the courts which they primarily serve. 

So far as rehabilitating the prisoner is concerned the trouble of supervising him 
and the expense of returning him to custody for such a short time is not thought 
to be justified. 

A considerable saving to the Government would result from the passage of 
this bill. Taking the vear 1950 as an example, there were 207 violator warrants 
issued covering technical violations and minor misdemeanor offenses. Ordinarily 
violators with less than 90 days to serve remain in local jails. While this saves 
transportation to one of our institutions, the other expense involving clothing and 
gratuities is practically the same. The average cost of these items per prisoner 
for the vear 1950 was $24.88. This alone would amount to over $5,000. In 
addition to this there would be the eost of their food and work clothing, which 
averaged $1.504 per day per prisoner. If we assume that this group would serve 
an average of 90 days additionel, this would amount to approximately $28,000 
or more than $33,000 altogether, an average of $160.24 per prisoner. Warrants 
are also issued for those violators who have been guilty and convicted of local 
offenses, which are served upon the expiration of their local sentences. They are 
then returned to our institutions to serve out the balance of their 180 days. There 
were 102 of this tvpe of violator during 1950, which multiplied by the average for 
gratuities and subsistences means another $16,000 making a total expense alto- 
gether of approximately $50,000. The details of these figures will be found in the 
table attached. 
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In addition to this expense there is the expense of transporting these prisoners 
to our institutions. This is usually done by the United States marshals. Some- 
times they are taken by deputy marshals by train, by official automobile, sometimes 
by our prison busses, but it all involves a very considerable expense to get them 
back into the institutions. It is impractical to determine this cost. 

Besides all this, these cases take up the time of institution staffs, the parole 
board members and their staff, probation officers, United States marshals, and 
others concerned, who are already considerably overloaded. 

We do not think the proposed change can be construed as adding additional 
good time to the allowances already provided by statute or that it involves any 
change in basic policy. It would merely shorten the time during which released 
prisoners would be under supervision thus resulting in a considerable saving. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 


Prisoners conditionally released under sec. 4164, title 18, United States Code 


| 


: | | 
os e= Conditionally | Less than 180 | cecal bie 
Fiscal year releaséd | days to serve | Percentage 
| } j 
1948 fe a: ee ee te 5, 147 | 3, 120 60. 6 
1949 : Fact sua 5, 146 | 3, 150 61,2 
1950 . hate ‘ acne colieaile 5, 744 3, 500 | 61.0 





ANALYSIS OF 1950 CONDITIONAL RELEASES 


In fiscal year 1950 violation warrants were issued for 763 or 13.3 percent of the 
5,744 prisoners conditionally released during the year. 
These violation warrants were issued for the following reasons: 


With less than 











Violations | Total warrants | 199 days left to 
issued eerve 
Criminal] offenses: 
Assault odbc dpentbhd ax dahdaiien Sine: depen deci aches ad poldeta 16 7 
Auto theft eh ae ta aaa dh path Noa 82 | 41 
Burglary - - ; ‘ 3 sis ete tededatiniteteaiieaaetd oo. ice eke 61 | 25 
Disorderly conduct and vagrancy “ 23 y 
Drunkenness - Ts cbididinin sb kigedek ould Eee wth sed aks 24 | 15 
i a eh i aedleine | 45 | 23 
ee | 3 | 2 
Immigration ou | 9 | 5 
een UNIONS SUNIL Ses tk oor ee daha | 76 37 
ae tte 3 1 
Sa a a teeth 26 13 
SIE eS Sk atm e F Sac So Dae et fet A.  waebaeen wee 33 15 
Sex offenses ee eae Reig oe shies ateita eaten soeaia 5 4 
PD ID 6 ii tii 8 Senin chan hin=dngmesbemaamenylientys etiacajea 10 2 
i apelin nioas 33 | 12 
ated titans whelitet ns ois. i seni, essed sacs 449 | 211 
—————— SS ——————— 
Technica] violations: 

ETI 8 ne abi ubotanescabenedane es 57 7 
II oe soph ds dis de onc Reh eBid. cnakbosdee 59 34 
Not reporting or false reporting..................---------- nis aehiebedee 148 106 
I i ee ie hip cipaeeake 17 7 
nT I Ss 2S TL. euebbenthaaedeents ’ 33 17 
Ne I IG ins ind pn cd sett dpornendstede 314 18 
Total all violations . 763 | 392 





CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
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is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 
Sec. 4164. Released prisoner as parolee 


A prisoner having served [the] his term or terms [for which he shall have been 
sentenced after June 29, 1932,] less goodtime deductions [,] shall, wpon releas: 
be deemed as if released on parole until the expiration of the maximum term or terms 
for which he was sentenced less one hundred and eighty days [be unconditionally 
released if there remain less than one hundred and eighty days to serve. If there 
remain one hundred and eighty days or over to be served he shall upon release be 
treated as if released on parole, and shall be subject to all provisions of law relating 
to the parole of United States prisorers until the expiration of the maximum term 
or terms for which he was sentenced less one hundred and eighty days]. 

This section shall not prevent delivery of a prisoner to the authorities of any 
State otherwise entitled to his custody. 


O 
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LABOR-FEDERAL SECURITY APPROPRIATION BILL, 1952 


E Ju NE 6,4051.—Ordered to be printed, under authority of the order of the Senate 
es of JuNE 5 (legislative day, May 17), 1951 
a 


as ———— 
— 
nn 
ees 


AveEz, from the Committee on Appropriations, submitted 
the following 


REPORT 
{To accompany H. R. 3709] 


The Committee on Appropriations, to whom was referred the bill 
(H. R. 3709) making appropriations for the Department of Labor, 
the Federal Security Agency, and related independent agencies, for 
the fiscal year ending June 30, 1952, and for other purposes, report 
the same to the Senate with various amendments and present here- 
with information relative to the changes made: 


Amount of bill as passed House __.$2, 641, 206, 361 
Amount of decrease by Senate committee (net) — - - 112, 867, 530 


528, 338, 831 


Amount of bill as reported to Senate __- 2, 


Amount of appropriations, 1951 2, 437, 192, 064 
Amount of estimates for 1952_________ Sa nwa my tae 968. 760 
The bill as reported to the Senate: 
Over the appropriations for 1951 Ls 91, 146, 767 
Under the estimates for 1952- — - - 6 215, 914, 929 
COMPARATIVE SUMMARY TABLE 


The table following shows the over-all action, setting forth the 1951 
comparable appropriations, the 1952 budget estimates, the amounts 
allowed by the House, and the amounts recommended by the com- 
mittee. 
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GENERAL STATEMENT 


The committee recommends a total of $2,528,338,831, a reduction 
of $112,867,530 under the House allowance, and $215,914,929 under 
the 1952 budget estimates, but $91,146,767 more than the 1951 
appropriations. The substantial increase over the 1951 appropria- 
tions results partially from the abandonment of contract authority- 
there was provided $100,000,000 in contractual obligational aaaee- 
ity for the hospital and school construction programs during the 
current fiscal year but for which fiscal year 1952 new obligational 
authority in the form of cash is provided. Another major factor in 
the increase is the additional allowance for payment to the railroad 
retirement account, $124,529,485 more than the 1951 appropriation, 
but with respect to which the Congress has little effective control, 
the appropriation being the estimated net tax collections under the 
Railroad Retirement Tax Act, adjusted for prior payments. 

Over the past several years there has been a movement under way 
to merge appropriation accounts; to remove limitations, and pro- 
scriptions with reference to the use of funds, predicated on the premise 
that the departments would be able to do a better administrative 
job and with the implied assurance that the Congress could rely 
upon strict observance of the justifications and explanations of 
estimates. 

The attention of the committee has been directed to instances in 
which funds appropriated for particular purposes have been diverted 
to other purposes, and to instances of fund transfers and use directly 
contrary to the express instructions of Congress as embodied in com- 
mittee report. 

If this is permitted to continue, the taking of testimony in support 
of the justifications is a fruitless and meaningless task. To preclude 
such violations of congressional intent the committee has two possible 
courses of action. It can write a general prohibition against devia- 
tions from approved justifications for obligations, or it can so detail 
its appropriations for specific objects that deviations will not be 
possible. The committee at this time does not wish to resort te 
either of these two courses. It is therefore the sense of the committee 
that the executive agencies shall keep the committee fully informed 
with respect to obligation of funds by activities and by objects. 

The committee agreed to a proposal to reduce each appropriation 
by not less than 5 percent of the estimate for personal services, but 
not in addition to reductions already approved, and to make available 
with respect to each appropriation not more than 95 percent of the 
estimate for personal services for that purpose. The narrative reports 
which follow comment upon each item amended by the committee 
before the adoption of this proposal. Any item affected only by this 
proposal is not commented upon. 


DEPARTMENT OF LABOR 


The total amount recommended in the bill for the Department of 
Labor is $223,536,601, a decrease of $7,369,759 in comparison with the 
1951 appropriations, a decrease of $7,752,399 in comparison with the 
budget estimates, and an increase of $30,101 in comparison with the 
House allowance. 








4 LABOR-FEDERAL SECURITY APPROPRIATION BILL, 1952 


OFFICE OF THE SECRETARY 


Salaries and expenses.—The committee recommends $1,400,000, a 
reduction of $75,000 below the estimate and $25,000 below the House 
allowance. The committee concurs with the House report, but adds 
a further cut of $25,000 in the international labor affairs activity. 


OFFICE OF THE SOLICITOR 


Salaries and expenses.—The committee recommends restoration of 
$19,445 of the House cut to enable the Solicitor to more effectively 
discharge his duties pertaining to the Fair Labor Standards Act. 


BUREAU OF EMPLOYMENT SECURITY 


Salaries and expenses —The committee recommends $5,245,959, 
$229,041 under the budget estimate, and $610,459 more than the 
House allowance This recommendation will provide $1,513,765 for 
the veterans’ placement service. 

The committee heard extensive testimony on this matter to the 
effect that the House allowance of $743,500, permitting only one rep- 
resentative and one clerk-stenographer in each State, was woefully 
inadequate, and would result in an ineffectual service. The choice 
was to either abolish the service entirely, or to provide sufficient funds. 
The committee deems the latter choice to be the more logical and 
accordingly has recommended this increase. 

Grants to States—For this item the committee recommends 
$164,560,000, a reduction of $1,000,000 below the House allowance 
and $5,000,000 below the estimates. All of the reduction is against 
the contingency reserve fund, for which an estimate of $10,000,000 was 
submitted. In its considered judgment the committee feels that in 
this era of ever-increasing employment this modest reduction will not 
adversely affect the program. 


BUREAU OF LABOR STATISTICS 


Salaries and expenses.—The committee recommends $5,371,352, an 
increase of $128,352 over the House allowance, and $563,648 under 
the budget estimate. The committee has disallowed any funds for 
the collection, analysis, and publication of statistics on foreign labor 
conditions, concurring in the statement in the House report that “the 
proposal is somewhat nebulous and hazy in regard to exactly how it 
will contribute effectively to our sum total of knowledge in combating 
communistic influences in labor forces.” 

The increase, together with the amount budgeted for the foreign 
labor conditions statistics, is provided for the construction research 
statistics activity, which service has won wide recognition and this 
committee does not feel it could agree to its virtual abandonment. 

Revision of Consumers’ Price Index.—The committee recommends 
$1,125,000, an increase of $125,000 over the House allowance, and 
$125,000 under the budget estimate. It is the sense of the committee 
that the complete revision of the price index can be accomplished 
with the funds recommended. 
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WAGE AND HOUR DIVISION 


Salaries and expenses.—The committee recommends $8,365,304, an 
increase of $365,304 over the House allowance, and $374,696 below the 
estimate. ‘The estimate was predicated on a planned investigation of 
7 percent of covered establishments—50,000 of 715,000. The com- 
mittee recommendation will permit investigation of approximately 
47,500, or 6.5 percent. During the first 6 months of this fiscal year 
57 percent of the establishments checked were found to be in violation 
of the basic provisions of the law and in view of this condition it is 
believed that the number of investigations should not be materially 
reduced. 


FEDERAL SECURITY AGENCY 


The total amount recommended in the bill for the Federal Security 
Agency is $1,729,799,865, a decrease of $25,420,215 under the 1951 
appropriation, a decrease of $157,087,395 under the budget estimate, 
and a decrease of $62,750,996 under the House allowance. 


FREEDMEN’S HOSPITAL 


Salaries and exrpenses.—The committee recommends $2,631,500, a 
reduction of $275,000 under the House allowance. The hospital will 
have available no less funds for obligation as the committee has 
directed the subcommittee chairman to offer from the floor, in accord- 
ance with the rules, an amendment to authorize the resumption of 
direct payments—estimated to amount to $275,000 in 1952—by the 
District of Columbia to Freedmen’s Hospital for services rendered in 
the treatment of District indigents, as is now done at St. Elizabeth’s 
Hospital, and as was formerly done at Freedmen’s Hospital, having 
been discontinued in 1946. The payments are now covered into the 
miscellaneous receipts of the Treasury. 


OFFICE OF EDUCATION 


Vocational education grants.—The committee recommends $20,017,- 
760, the budget estimate, and an increase of $1,794,499 over the House 
allowance, and also recommends the elimination of the provision 
banning use of funds for vocational education in distributive 
occupations. 

Salaries and expenses——The committee recommends $3,397,706, 
$152,294 under the budget estimate, and $144,706 more than was 
allowed by the House. It is the consensus of the committee that 
these additional funds are necessary to enable the Office of Education 
to properly guide the program for assistance in federally affected 
areas. 

Payments to school districts —The committee recommends $40,000,- 
000, an increase of $12,000,000 over the House allowance for which 
the Senate received a supplemental estimate, Senate Document No. 
40, on May 21, together with a language change, to correct an inac- 
curacy in the estimate and to permit the use of funds in carrying out 
the provisions of section 6 of Public Law 874. 

Public Law 874 provides that if the appropriations are inadequate 
to fully meet the entitlements, the payment to each eligible school 
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district must be reduced proportionately. During the current fiscal 
year the appropriation has met only 68 percent of the entitlements 
and each eligible school district has received only 68 percent of its 
entitlement. The increase approved by the committee is to more 
adequately meet the Federal share of school maintenance and oper- 
ation in the federally affected areas. 

School construction —The committee recommends a substitute pro- 
vision for this item, in accordance with a supplemental estimate, 
Senate Document No. 26, necessary to permit the use of funds for 


the direct provision of school facilities as authorized by sections 203 
and 204 of Public Law 815. 


OFFICE OF VOCATIONAL REHABILITATION 


Payments to States——The committee recommends $21,500,000, an 
increase of $1,025,000 over the House allowance, and $1,500,000 under 
the budget estimate. The committee feels that the program should 
not be curtailed and accordingly has recommended an additional 
$1,025,000. It is the sense of the committee that the amount dis- 
allowed should be taken out of the counseling, guidance, and place- 
ment services and not from the purchase of case services. 


PUBLIC HEALTH SERVICE 


The committee has recommended total appropriations of $358,- 
921,555, an increase of $19,667,555 over the House allowances, a 
decrease of $3,771,445 under the budget estimates and an increase of 
$84,127,275 over 1951 appropriations. 

The substantial increase over 1951 appropriations results princi- 
pally from the providing of new obligational authority by appropriation 
rather than by contract authority for the hospital construction pro- 
gram, offset somewhat by the decrease of $20,000,000 for liquidation 
of prior years’ contract authority. 

The committee had for its consideration numerous requests, by 
both official and public witnesses, for substantial increases in appro- 
priations. Prominent medical and lay authorities appeared in support 
of the citizens’ budgets. 

The committee has recommended the budget estimates for activities 
in the categorical institutes—for cancer, mental health, heart, and 
dental health. There was sentiment for substantial increases over 
the estimates, the consensus being that more liberal allowances could 
result in accomplishments in the detection, treatment, and cure of 
these diseases. With this realization the committee with reluctance 
denied the proposals for allowances in excess of the budget estimates. 
It was felt that cognizance must be taken of the plight of the American 
taxpayer whose net available funds will be lower in fiscal 1952 than 
in fiscal 1951. 

The administrative costs of the Public Health Service have risen 
year by year and the committee suggests to the Surgeon General that 
attention be given to effecting economy in this program. 

Venereal diseases.—The committee recommends $11,653,360, $146,- 
640 under the budget estimate, and $46,640 less than was allowed by 
the House. Officials of the Public Health Service informed the com- 
mittee that if less than the budget estimate were allowed many States 
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and local health authorities would be forced to release essential 
personnel in laboratories and in clinics and in the case-finding activi- 
ties. As pointed out in the House report, the most important activity 
is case finding and the committee is reluctant to curtail this activity. 

Tuberculosis.—The committee recommends $8,887,351, an increase 
of $142,351 over the House allowance, and $112,649 below the budget 
estimate. It is in full accord with the House report that ‘‘sustained 
support is essential if further progress is to be made and gains are not 
to be lost.’ It accordingly recommends this increase for grants to 
States, and suggests to the Public Health Service that continued 
stress be given the mobile X-ray units. 

Hospital construction, grants to States—The committee recommends 
$195,000,000, of which $100,000,000 is for liquidation of prior years’ 
contract authority, $20,000,000 under the budget estimate, and 
$95,000,000 is for new obligational authority, $20,000,000 more than 
the budget estimate, and $20,000,000 more than was allowed by the 
House. 

The substantive law authorized $150,000,000 yearly for grants to 
States for hospital construction. While the budget estimate was 
50 percent of the authorization, the increased cost of materials and 
construction would result in only 30 percent of new beds in com- 
parison with estimated beds to be provided with the maximum 
authorization at the time of the passage of the law. 

In considering the need for funds for hospital construction, the 
committee has kept in mind the purposes originally envisioned and 
feels it appropriate to emphasize that section 622 (d) of the Public 
Health Service Act spells out the specific intent aa the States shall 
give “special consideration to hospitals serving rural communities 
and areas with relatively small financial resources.’”’ ‘The most con- 
sistent efforts should be made, therefore, to place the emphasis in 
the granting of applications on the ne« .ds of the smaller rural com- 
munities before attempting the construction of large-scale medical 
centers in populous areas already served by competent hospital 
facilities. 

National Institutes of Health —The committee recommends $15,559, - 
973, an increase of $59,973 over the House allowance and $240,027 
under the budget estimate. The committee feels that none of the 
reduction should be applied against research and training, but should 
be taken out of administration and review and approval! of research 
and training grants. 

National Cancer Institute-—The committee recommends $19,805,171, 
$141,829 under the budget estimate, and an increase of $305,171 over 
the House allowance. In recommending the budget estimate and an 
increase over the House allowance the committee has had in mind 
that “authorities agree that the key to ultimate success lies in further 
research” as so aptly pointed out in the House report and in conse- 
quence feels compelled to allow the full budget estimate. 

Mental health activities —The committee recommends $10,737,974, 
$62,026 under the budget estimate, and an increase of $437,974 over 
the House allowance. The testimony presented to the committee is 
replete with evidence of need for support of this program on a con- 
tinuing basis, and there is much to support more liberal allowances 

National Heart Institute —The committee recommends $10,072,982, 
$77,018 under the budget estimate, and $72,982 more than was allowed 
by the House. The additional allowance will permit the financing of 
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continuing research projects and corollary work in direct research in 
the effort to attain advances in the detection and successful treatment 
of this primary cause of death. 

Dental health activities—The committee recommends $1,697,308, 
$52,692 under the budget estimate, and an increase of $197,308 Ov er 
the House allowance. The committee feels that there should be no 
precipitate diminution of activity in the program to promote the 

topical fluoride treatment of children’s teeth. 

Construction of research facilities——-The committee recommends 
$16,630,540, a decrease of $1,059,460 under the House allowance. 
This reduction is partially made by the disallowance of $100,000 
sought for liquidation cash in connection with housing construction, 
and by the transfer of $955,000, previously appropriated for housing 
construction, for continuation of construction of a combined hospital 
and research building. 

Commissioned officers, pay and so forth —The committee recommends 
$1,861,500, $38,500 under the budget estimate, and $71,500 more than 
was allowed by the House, which will permit the retention of officers 
in the immediate office of the Surgeon General. 


SOCIAL SECURITY ADMINISTRATION 


Bureau of Federal credit unions.—The committee recommends 
$167,650, $32,350 under the budget estimate, and $7,350 less than was 
allowed by the House, and $82,350 under the 1951 appropriation. The 
Bureau has shown progress in attaining a self-supporting status and 
has had submitted to the Congress a draft of legislation to increase 
charges for chartering and establishing Federal credit unions. The 
committee is hopeful that the Bureau will be given authority to in- 
crease their charges for chartering and establishing so that the need 
for appropriations will vanish. 

Grants to States for publie assistance—The committee recommends 
$1,150,000,000, a reduction of $100,000,000 under the House allow- 
ance, $150,000,000 under the budget estimate, and $130,000,000 
under the 1951 appropriation. 

It is conservatively estimated that there will be unobligated 
$80,000,000 of the current year’s appropriation. There is no infor- 
mation available to the committee that the new fiscal year will see a 
fall in the employment rolls nor a lack of job opportunities. It is 
believed that the committee’s recommendation will fully provide for 
the Federal Government’s obligation in this program. 

The growing public dissatisfaction with the granting of relief pay- 
ments to individuals for whom family care is available was called to 
the attention of the committee. State legislatures have indicated an 
awareness of the problem and the committee will expect to observe an 
awareness on the part of officials of the Bureau of Public Assistance 
to the end that relief payments are not profligately expended. It is 
believed that a sterner attitude might result in considerable economy 
in this program, without denying a single case of bona fide need. 

Salaries and expenses, Bureau of Public Assistance —The committee 
recommends $1,600,000, an increase of $136,600 over the House 
allowance, and $98,000 under the budget estimate. The committee 
approves this additional allowance to enable the Bureau to maintain 
the present year’s staff and to add a few additional employees, with 
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the hope that full recognition will be taken of the committee’s desire 
for a demonstration of concern over the disbursement of Federal 
moneys for suspect relief. 

Salaries and expenses, Children’s Bureau.—The committee recom- 
mends $1,500,000, an increase of $50,000 over the House allowance, 
and $92,000 under the budget estimate. The committee recom- 
mendation will permit the retention of the current year’s staff, but 
results in the complete elimination of the 19 new positions requested. 

Grants to States for maternal and child welfare-—The committee 
recommends $33,000,000, the budget estimate, and $3,000,000 more 
than allowed by the House. This amount is just about sufficient to 
carry this program at the same level as in 1951. 

Office of the Commissioner.—The committee recommends a total of 
$300,000, a decrease of $30,000 under the House allowance, $50,000 
under the budget estimate, and $60,000 under the 1951 available funds. 
Funds are derived from direct appropriation—for which is recom- 
mended $200,000—and by transfer from the old-age and survivors 
insurance trust fund—for which is recommended $100,000. 

The committee feels that the funds recommended are entirely 
adequate to enable the Commissioner to discharge his statutory 
responsibilities and to act as a liaison between the Federal Security 
Administrator and the Social Security Administration, to each of 
which constituent bureaus adequate funds have been provided for 
planning and operation. 


OFFICE OF THE ADMINISTRATOR 


Salaries —The committee recommends a total of $2,563,000, an 
increase of $110,000 over the House allowance, a decrease of $269,000 
under the budget estimate, and $160,700 under the 1951 appropriation. 
Funds are derived from direct appropriation for which $2,150,000 is 
recommended—and by transfer from the oid-age and survivors insur- 
ance trust fund—for which is recommended $413,000, the budget 
estimate. 

The amount recommended will provide a staff of 584, a reduction 
of 57 under the budget estimate, and 42 under the current year’s au- 
thorized staff. The principal reductions are in the office of publica- 
tions and reports and in the departmental merit system staff. 

Funds are provided for a staff of 15 in the office of publications and 
reports, a reduction of 18. The committee has the firm conviction 
that an entirely adequate service can be furnished with the staff pro- 
vided in this recommendation. 

The recommendation provides for four employees in the Washington 
staff of the merit system activity whose ostensible purpose is to advise 
the States with respect to their merit systems. At the inception of the 
social security program the States needed advice and guidance in es- 
tablishing merit systems, one of the prerequisites for approval of State 
plans to qualify for grants. The program has been running for more 
than 15 years and each State has its own merit system organization 
established. Whatever help is needed from the Federal level can be 
adequately furnished by the 20 field personnel representatives located 
in the regional offices and the 4 remaining in the Washington ad- 
ministrative office. 


S. Rept. 386, 82-1——-2 
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The following table outlines the allowances here recommended by 
activity and by. both personnel and amounts. 














| | p : ~ 
| 1952estimate | Penpsned anit | Revised allowance 
Activity | a ae tae -——_— 
| Posi- | | Posi- Posi- | 
| tions | Amount | Seode ae a | Amount 
I. Immediate Office of the Administrator. _| 17 | $109,700 | 5 | $17,793 | 12 | 1 $91, 907 
Il. Program coordination__-_-- ice cutee’ 17 | 107,600 | 3] 17,414 | 14 90, 186 
Ill. Field services: | 
Departmental ; rN 19 | 96, 400 | 2) 4, 850 | 17 91, 550 
Federal-State relations: | | | | 
Director ; 5| 33,387 | 5| 33,307 - 
Audit cawihesll 24 | 124,445 | 4) 19,445 | 20 | 105, 000 
Merit System.............- 17 82, 188 | 13 | 56,138 | ‘| 26, 050 
Field: | | 
Regional Offices j . 309 | 1,093, 600 |__- | 309] 1,093,600 
Federal-State relations: | | 
Audit Shi ated ae 98 | 506,058 ; awl 98 | 506, 058 
Merit System ‘ 20 | 94, 942 | 2n | 94, 942 
IV. Office of Publications and Reports 33 | 169, 500 18 | 92,448 5 77, 052 
V. Administration: | | | 
Executive assistant... _.......-- Scoal 3 | 19, 399 | | | 3 19, 399 
Administrative Planning — 9 50, 630 1 | 3, G85 | s | 46, 945 
Division of Budget and Finance. _. 38 | 179, 154 4 | 13, 540 34 | 165, 614 
Division of Personnel - - - - ed 32 165, 017 | 2 10, 320 | 30 | 154, 697 
Total | 641 2, 832, 000 | 57 269, 000 584] 2 563, 000 
Net reduction --- 


stieedééus moneda tae en | adit wie’ 269, 000 


Request: 
To be appropriated .................... 


iL detects ie egestas nee ten tafe chs Gasp taba ia iadeaviarcale’ MC 
Transfer from OASI “ 


qitinbnousieliliitnpan 413, 000 


, 563, 000 


tw | 


Total 1952 revised allowance - -__. vibe 
‘Includes $10,000 WAE employees. 


Surplus property disposal.—The committee ae $75,000, a 
decrease of $25,000 below the House allowance, $258,000 below the 
budget estimate, and $258,300 under the 1951 ect et The 
committee was deluged with importunities to allow the budget 
estimate but felt that the purpose for which this activity was created 
had been largely filled. 


NATIONAL LABOR RELATIONS BOARD 


Salaries and expenses.—The committee recommends $8,233,959, an 
increase of $233,959 over the House allowance, and a decrease of 
$348,541 under the budget estimate. The record indicates that at 
present the Board is receiving on an average of 1,900 cases a month, 
and it is expected that the number will increase slightly in fiscal year 
1952. The Board has no control over case intake, and if insufficient 
funds are allowed action is postponed. 


NATIONAL MEDIATION BOARD 


Salaries and expenses—-The committee recommends $394,247, 
$15,753 under the budget estimate and a decrease of $5,753 under the 
House allowance. 
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RAILROAD RETIREMENT BOARD 


Payment to railroad retirement account.—The committee recom- 
mends, as a substitute, provision for an annual specific appropria- 
tion in lieu of the annual indefinite as passed by the House, and the 
permanent indefinite as proposed in the budget estimate. 

The committee recommendation is $50,465,591 less than the budget 
estimate and the House allowance, neither of which recognized the 
credit. outstanding for prior years’ overpayment, resulting from the 
overestimating of net tax collections upon which figure the annual 
specific appropriation has been based, adjusted for prior years’ 
experience. 


FEDERAL MEDIATION AND CONCILIATION SERVICE 


Salaries and eapenses.—The committee recommends $3,047,000, an 
increase of $98,000 over the House allowance, and a decrease of 
$200,000 under the budget estimate, but $97,300 above 1951 appropri- 
ation. Taking into account elimination of space rental costs being 
assumed by General Services Administration, the allowance inc Judes 
approximately $119,000 for employment of additional personnel, 


JENSEN AMENDMENT 


The committee recommends the deletion of the Jensen amendment. 
The committee took action which would result in a savings comparable 
to that which would have been effected by the Jensen amendment, 
modified by further exemptions in preliminary discussions by the 
committee, by adopting a proposal to reduce each appropriation by 
not less than 5 percent of the estimate for personal services, and by 
adding a limitation to each appropriation specifying in specific 
amounts that not more than 95 percent of the amounts budgeted for 
personal services would be available for that purpose. 

This provision has resulted in an additional savings, beyond those 
net reductions recommended prior to the adoption of this amendment, 
of $2,318,190, and has provided a further necessary limitation upon 
executive agencies provided for in this bill with respect to the employ- 
ment of personnel. 

It is the concensus of the committee that this recommendation will 
effect as great a reduction as would have the Jensen amendment, but 
in a more practical way. 

Properly administered, this action of the committee should show 
savings in other object classifications, and the committee will expect 
additional savings as a result. 
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SUMMARY OF INCREASES 


Department of Labor: 
Office of the Solicitor: Salaries and expenses 
Bureau of Employment Security: Salaries and 
expenses 

Bureau of Labor Statistics: 
Salaries and expenses 
Revision of Consumers’ Price Index 

Wage and Hour Division: Salaries and expenses 


Total, Department of Labor 


Federal Security Agency: 
Office of Education: 
Vocational education grants (George-Barden 
funds) 
Salaries and expenses 
Payment to school districts (maintenance 
and operation) 
Office of Vocational Rehabilitation: Payments to 
States__ ; 
Public Health Service: 
Tube re -ulosis 
Hospital construction - 
National Institutes of Health 
National Cancer Institute 
Mental health activities 
National Heart Institute - 
Dental health activities 
Commissioned officers pay, ete 
Social Security Administration: 
Bureau of Public Assistance: Salaries and 
expenses 
Children’s Bureau: 
Salaries and expenses ss 
Grants to States, maternal and ‘child 
welfare a 
Office of the Administrator: Salaries_- 


Total, Federal Security Agency 


National Labor Relations Board: Salaries and ex- 
penses _ _ 


Federal Mediation and Conciliation Service: Salaries 
and expenses__- 


Total, all titles_ 


20, 


~ 


41, 


$19, 


445 


610, 459 


Sr or 


128 
12 
36: 


, 248, 


794, 
144, 


2, 000, 


025, 


142, 
000, 

59, 
305, 


o- 


od, 


72, 


197, 3 


71, 


136, 
50, 


000, 
100, 


ae. 


») 
233. 


98, 


118, 


352 


000 


, 304 


560 


499 
706 


000 
O00 
351 
000 
973 
171 
974 
982 
OS 
500 
600 
O00 


000 
000 


064 


959 


O00 


583 
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SUMMARY OF DECREASES 


Department of Labor: 
Office of the Secretary: 
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Salaries and expenses $25, 000 
Veterans’ Reemployment Rights Bureau, 
salaries and expenses ‘ 11, 242 
Bureau of Apprenticeship: Salaries and expenses 113, 318 
Bureau of Employment Security: Grants to 
States, contingency reserve - 1, 000, 000 
Bureau of Employees’ Compensation: Salaries 
and expenses_________- : 59, 184 
Women’s Bureau: Salaries and expenses_- 9,715 
Total, Department of Labor ____-__- “a 1, 218, 459 
Federal Security Agency: 
Columbia Institution for the Deaf: Salaries and 
expenses 15, 463 
Food and Drug Administration: Salaries and 
expenses (general) - 172, 025 
Freedmen’s Hospital: Salaries and expenses 275, 000 
Howard University: Salaries and expenses 109, 916 
Office of Vocational Rehabilitation: Salaries and 
expenses 29, 380 
Public Health Service: 
Venereal diseases 46, 640 
Communicable diseases 174, 253 
Engineering, sanitation, and industrial hy- 
giene 61, 842 
Alaska disease and sanitation investigations 
and control 22, 871 
Hospital construction: Salaries and ex- 
penses 28, 535 
Foreign Quarantine Service 121, 971 
Construction of research facilities 1, 059, 460 
Salaries and expenses, Public Health Serv- 
aa 104, 132 
Social Security Administration: 
Bureau of Federal Credit Unions: Salaries 
and expenses 7, 350 
Bureau of Public Assistance: Grants (titles 
I, 1V, X, and XIV) 100, 000, 000 
Office of Commissioner: Salaries and expenses 19, 700 
General Counsel, salaries 15, 522 
Surplus Property Dispose! and Utilization 25, 000 
Total, Federal Security Agency 102, 289, 060 
National Mediation Board: 
Salaries and expenses 5, 753 
Arbitration and emergency boards 6, 000 
Total, National Mediation Board 11, 753 
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SUMMARY OF DECREASES—Continued 


Railroad Retirement Board: Railroad retirement 
eppeporiated account... 5 6k SES $50, 465, 591 


Federal Mediation and Conciliation Service: Boards 
SEY 5. kb ck sc U RSAC EAecncos hoes eee 1, 250 


General Provisions: 
The committee recommends the deletion of the 
Jensen amendment, section 703 of the bill: 


Sec. 703. No part of any appropriations or author- 
izations contained in this Act shall be used to pay the 
compensation of any incumbent appointed to any civil 
office or position which may become vacant during the 
fiscal year beginning on July 1, 1951: Provided, That 
this inhibition shall not apply— 

(a) to not to exceed 25 per centum of all such 
vacancies. 

(b) to positions filled from within the agency. 

(c) to offices or positions required by law to be 
filled by appointment of the President by and 
with the advice and consent of the Senate. 

(d) to nurses, doctors, or other medical per- 
sonnel, including orderlies, in the Public Health 
Service; St. Elizabeths Hospital and Freedmen’s 
Hospital. 

(e) to employees in grades C. P. C. 1 and 2. 


aa i i aa 153, 986, 113 


RECAPITULATION 


Ne nee ie dhe _.. 2, 641, 206. 361 
Senate;action: 
Ne TT Teneo ain 41, 118, 583 
"SDT OE Oe TN 153, 986, 113 
Ok CES, iio lic oni senirns ...-- —112, 867, 530 


Net, as reported to Senate___._.._..-------- 2, 528, 338, 831 
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Calendar No. 364 


82p ConGrEess  } SENATE Report 
Ist Session No. 387 


DISTRIBUTION OF INSURED MORTGAGE LOANS AND 
LIMITATIONS ON PRODUCTION AND SUBSISTENCE 
LOANS 


JUNE 11 (legislative day, May 17), 1951.—Ordered to be printed 


Mr. Jounston of South Carolina, from the Committee on Agriculture 
and Forestry, submitted the following 


REPORT 
[To accompany S. 684] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 684) to amend the Bankhead-Jones Farm Tenant Act so 
as to provide a more effective distribution of mortgage loans insured 
under title I, to give holders of such mortgage loans preference in the 
refinancing of loans on a noninsured basis, to adjust the loan limita- 
tions governing title II loans so as to provide more effective assistance 
to production and subsistence loan borrowers, and for other purposes, 
having considered the same, report thereon with a recommendation 
on it do pass with amendments. 

5. 684 was referred to a subcommittee for consideration and was re- 
por aa favorably by the subcommittee on June 6, 1951. The subcom- 
mittee recommended several amendments to the bill and these amend- 
ments were approved by the committee. A copy of the subcommittee 
report which explains the provisions of the bill and the amendments 
proposed and includes a copy of the report of the Department of Agri- 
culture is attached hereto as a part of this report. 


REPORT OF THE SURCOMMITTEE OF THE COMMITTEE ON AGRICULTURE AND 
FORESTRY ON 8S. 684, To AMEND THE BANKHEAD-JONES Farm TENANT AcT 


Your subcommittee, appointed to consider 8. 684, to amend the Bankhead- 
Jones Farm Tenant Act, submits the following report with the recommendation 
that the bill be enacted with amendments. 

1. On page 1, beginning on line 6, strike out all through line 7 on page 2, and 
insert. the following: \ 

“Amend section 4 by striking out the words ‘and insuring mortgages’ and 
‘insure mortgages or’ where they occur in said section and amend the last sentence 
of section 12 (b) to read as follows: 

“ ‘With respect to any fiscal year, one-quarter of the amount available for 
insurance, commitments and acceptance of mortgages under this title shall be 
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distributed among the several States and Territories on the basis of bona fide 
applications and the availability of farms with respect to which loans may be 
insured and the balance shall be distributed on the basis provided in Section 4, 
and preferences shall be given to mortgages executed by veterans qualified under 
section 1,’ ”’ 

2. On page 2, beginning on line 8, strike out all of section 2, and renumber 
sections 3, 4, and 5 as sections 2, 3, and 4. 

3. On page 3, lines 20 and 21, strike out the words “the borrower to obtain a 
loan on a noninsured basis from the holder of the insured mortgage’ and insert 
the words ‘“‘the holder of the insured mortgage to refinance the loan on an unin- 
sured basis under laws or regulations to which he may be subject.” 


ANALYSIS OF THE BILL 


S. 684, as introduced and referred to your subcommittee, would amend the 
Bankhead-Jones Farm Tenant Act to authorize the Secretary to insure mortgage 
loans totaling up to $50,000,000 each year without regard to farm population 
or the prevalence of tenancy. 

Section 2 would increase the total amount of farm mortgages which could be 
insured by the Secretary each year from $100,000,000 to $200,000,000. 

Section 4 would permit the Secretary at his discretion to postpone refinancing 
of insured loans until such time as the borrower had acquired sufficient equity 
in the farm to meet the legal requirements to which the holder of the insured 
mortgage may be subject in making uninsured loans. 

Section 3 would increase the limit of initial production and subsistence loans 
from $3,500 to $7,000 and the total outstanding indebtedness of any borrower on 
all such loans from $5,000 to $10,000. Section 3 would extend both the term of 
repayment of operating loans, and the maximum period during which a borrower 
may be indebted in order to be eligible for further financial assistance from 5 to 7 
years. Section 3 would also clarify the authoritv of the Secretary to assist 
farmers who are diversifving or reorganizing their farming enterprises or making 
major changes in their farming practices. 

Section 5 would authorize the Secretary, at his discretion, to postpone the 
initial annual repayment on both real-estate loans and production and sub- 
sistence loans to a date not exceeding two full crop vears after the date of the loan 
in those instances where he determines that farm income will not be sufficient to 
make the initial payment at an earlier date. 


STATEMENT 


Your subcommittee conducted a hearing on 8S. 684 at which all witnesses testi- 
fied in support of the legislation. Favorable recommendations were received 
from Members of Congress, officials representing the Department of Agriculture, 
farm organizations, and a veterans’ organization. Several amendments to the 
bill were proposed during the hearing, and after consideration of testimony and 
reports on the bill your subcommittee recommends enactment of 5. 684 with the 
amendments explained below. 


INSURANCE OF FARM MORTGAGE LOANS 


The Farmers Home Administration Act of 1946 amended title I of the Bank- 
head-Jones Farm Tenant Act to authorize the Secretary to insure mortgage loans 
made by private lenders for the purpose of enabling eligible borrowers to acquire, 
enlarge, and improve family-sized farm units. To be eligible for insurance, the 
mortgages must require, among other things, amortization by annual payments 
in not more than 40 years, provide for a base rate of interest of 3-percent per 
annum, secure a principal obligation not to exceed 90 percent of the normal earn- 
ing capacity value of the farm and necessary repairs and improvements thereon, 
and contain a covenant by the borrower to pay the Secretary an initial and annual 
charge of 1 percent of the principal obligation, one-half to be paid into a mortgage 
insurance fund, and the remaining half to be used by the Secretary for administra- 
tive expenses. The Secretary makes all collections and services the loans for the 
lenders of the funds. 

Previous to amendment by the Farmers Home Administration Act of 1946, 
real-estate loans under title I of the Bankhead-Jones Farm Tenant Act were made 
primarily for the purchase of farms by farm tenants, farm laborers, and share 
croppers. Distribution of these loans among the States and Territories was made 
according to a formula contained in section 4 of the act which requires they be 
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distributed upon the prevalence of farm tenancy and farm population. When, in 
1946, the Secretary was authorized to insure real-estate loans made by private 
lenders up to an amount not exceeding $100,000,000 per vear, the same formula 
was applied to distribution of the insured mortgage loans. However, approxi- 
mately 52 percent of the loans now insured are for the improvement or enlargement 
of farms owned by applicants, and distribution of these insured loans according to 
farm tenancy and farm population, has not proven equitable in meeting demands 


in several States. Allotments for the fiscal vear 1950 were insufficient in five 
States, and the maximum allocation for insured loans already has been reached 
in five States in the current 1951 fiseal year. In addition, the allocation ceiling 


has been closely approached in 12 additional States where full operation of the 
program will undoubtedly be curtailed. 

The bill, as introduced, would heve authorized the Secretary to allocate up to 
$50,000,000 per vear for insurance of mortgege loans without regard to the formula 
based on ferm tensnrer, end woud beve ireressed the total amount of insured 
mortgage loans from $100,000,000 to $200,000,000 k;vidence presented to vour 
subcommittee shows that less than heif of the total amount which could be 
insured in the current fiscal veer will be insured this veer, and therefore, vour 
subcommittee believes that the present limitation of $100,000,000 per year is 
adequate. Furthermore, your subcommittee believes that complete abandon- 
ment of the formuia prescribing the allocstion of insured mortgage loans among 
the States and Territories would not be required in achieving 9 satisfactor\ 
program. Therefore, vour subeommittee recommends thet up to $25,000,000 of 
insured mortgage loans be allocated among the States and Territories without 
regard to the formula, and that the remaining $75,000,000 be allocated on the 
basis of farm population and tenancy as is done with the entire amount at present. 

The Bankhead-Jones Farm Tenant Act now directs the Secretary to require 
the borrower to refinance the insured loan on a noninsured basis when he has 
acquired sufficient equity in the farm which will enable him to secure such a loan. 
However, the holder of the insured mortgage may not be able at the moment to 
meet the legal requirements to which he may be subject in making a noninsured 
loan even though he plaaned to continue providing the necessary credit to the 
borrower. Section 4 of 8. 684 would permit the Secretary, at his discretion, to 
postpone the refinancing of insured loans in order to enable the holder of the 
insured mortgage to refinance the loan on a noninsured basis under laws or regu- 
lations to which he may be subject. The borrower, however, would be free to 
obtain a noninsured loan from other sources if he so desired. In its report on 
on 8S. 684, the Department of Agriculture recommended an amendment to section 4 
to clarify the intent of the legislation, and your subcommittee recommends that 
the bill be amended in that manner. 


PRODUCTION AND SUBSISTENCE LOANS 


Title II of the Bankhead-Jones Farm Tenant Act now authorizes the Secretary 
to make production and subsistence loans, limiting the initial loan to not more 
than $3,500, and the total outstanding indebtedness of any borrower for all such 
loans to $5,000. The maximum period of repayment is now 5 years. When 
these limitations were placed in the act by the Farmers Home Administration 
Act of 1946, they were based upon farming practices and credit needs at that time. 
The current situation is different in that the total investment required for efficient 
farming has increased considerably. The total average investments for farm 
machinery and productive livestock on family-operated farms in four major types 
of farming areas during 1949, according to a Bureau of Agricultural Economics 
study, were as follows: $8,941 for Wisconsin dairy farms; $7,912 for wheat, corn, 
and livestock farms in the Northern Plains; $7,487 for hog, corn, and beef cattle 
farms in the Corn Belt: and $6,800 for combination cotton and dairy farms in 
the South. These figures do not include annual operating capital needed for car- 
rving out the farming operations, and therefore do not necessarily represent the 
total amount of credit needed. At the same time, the prices farmers have to 
pay for items used in their operations have increased sharply since 1946. For 
example, machinery and livestock which could have been purchased with a $3,500 
loan in 1946 would require $5,900 in March 1951. This represents an increase 
of 61 percent. 

Your subcommittee believes that the present limitations will not provide 
adequate credit for farmers to carry on effective farming operations, and that 
the increases proposed in the bill are justified. Experience has also proven that 
some types of farming often do not provide immediate income to borrowers” 
which would allow them to make initial loan repayments in the first vear or 
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repay the loan entirely within 5 vears. The proposed extension of the term of 
operating loans from 5 to 7 years would enable many borrowers to carry out 
more orderly production plans, and the proposed postponement of the initial 
repayment not to exceed a period of 2 years from the date of the loan would 
prevent hardships in those selected cases where increased income will not be forth- 
coming immediately. 

CONCLUSION 


For the foregoing reasons, your subcommittee urges favorable consideration of 
S. 684, as amended. A copy of the report of the Department of Agriculture jon 
5. 684, dated May 22, 1951, is attached hereto as a part of this report. 


Ou D. Jounston, Chairman. 
CLINTON P. ANDERSON. 

James O. EASTLAND. 

Mitton R. Youna. 

Kari E. Munpt. 





DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 

Washington, May 22, 1951. 

Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate. 

DeaR SENATOR ELLENDER: This is in response to your request of January 26, 
1951, for a report on 8. 684 entitled “A bill to amend the Bankhead-Jones Farm 
Tenant Act so as to provide a more effective distribution of mortgage loans in- 
sured under title I, to give holders of such mortgage loans preference in the re- 
financing of loans on a noninsured basis, to adjust the loan limitations governing 
title II loans so as to provide more effective assistance to production and subsist- 
ence loan borrowers, and for other purposes.” 

Section 1 of the bill would authorize the Secretary to insure a limited amount 
of mortgages without regard to farm population or the prevalence of tenancy, 
as is now required by section 4 of the Bankhead-Jones Farm Tenant Act, as 
amended. It is proposed that up to $50,000,000 may be allotted among the 
States and Territories, without regard to the statutory factors, in such amounts 
as the Secretary determines to be necessary to insure mortgages in each fiscal year. 
This allocation would be in addition to the authorized $100,000,000 allotted among 
the States and Territories under existing formula. The amount apportioned to 
each State or Territory now may be adjusted among the States and Territories 
only when necessary to permit the insuring of all loans to eligible veterans. 

The volume of insured mortgage loans has greatly accelerated since the enact- 
ment of Public Law 720, Eightieth Congress. Lenders seeking to invest funds 
are showing an ever-increasing interest in the program. One thousand one 
hundred and four insured loans were approved in the fiseal year 1949, and 2,323 
insured loans were approved in the fiscal year 1950. It is estimated that over 
4,500 loans will be insured in the fiscal vear 1951. Allotments for the fiscal year 
1950 were insufficient in five States, and have already proven to be insufficient 
in four States in the present fiscal year. As a result there are pending a large 
number of applications from nonveterans for insured loans which cannot be 
processed in these States. 

Approximately 52 percent of the loans now insured are for the improvement or 
enlargement of farms already owned by the applicants. The need for such loans 
to farm owners, as distinguished from acquisition loans to farm tenants, was 
recognized in the amendments contained in the Farmers Home Administration 
Act of 1946, which authorized improvement and enlargement loans. Present 
allotments, to the extent that they are based upon the prevalence of farm tenancy, 
do not adequately reflect the need for this type of loan to farm owners. 

We believe that allotments up to $50,000,000 without regard to farm popula- 
tion and tenancy, in addition to amounts presently allotted, will be necessary to 
meet the need for insured loans in the several States and Territories. 

Section 2 of the bill would inerease the insurance authorization from $100,000,000 
to 8200,009,000 This would permit the Secretary to insure up to $200,000,000 
in title I loans each fiseal year. One hundred and fifty millon dollars would be 
allotted under the farm population and tenancy provisions and up to £50,000,000 
would be allotted without regard to these factors. The increased authorization 
would only permit the insuring of an average of 10 farm mortgages per county 
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each vear in each of the 3,000 agricultural counties in which activities are carried 
on under title I. 

Section 4 of the bill would permit the Secretary, at his discretion, to postpone 
the refinancing of insured loans, as required by section 44 (c) of the act, until 
such time as the borrower has acquired sufficient equitv in the farm to meet the 
legal requirements to which the holder of an insured mortgage mav be subject in 
making uninsured loans. We suggest that the purposes and extent of this au- 
thority might be more clearly stated in the bill by striking from section 4 the 
words “the borrower to obtain a loan on a noninsured basis from the holder of 
the insured mortgage’’ and by substituting therefor the words ‘‘the holder of the 
insured mortgage to refinance the loan on an uninsured basis under | 
regulations to which he may be subject.” 

Some investors in insured mortgages make the initial loan with the purpose 
in mind of observing the progress of the borrower until such time as the bor- 
rower’s equity in the farm is sufficient to enable the lender to take over the loan 
without the benefit of Government insurance. Under existing law, whenever 
the Secretary determines that credit on a noninsured basis at reasonable rates 
and terms is available to the,borrower, he must request the borrower to refin ince 
the insured loan. It may be that, although such credit is available from cther 
sources, the holder of the insured mortgage cannot, because of loan-value ratio 
regulations, convert the obligation to an uninsured loan. We believe the pro- 
posed amendment would serve to develop a better working relationship with 
lenders who desire to convert, when permissible, the original advance to a con- 
ventional-type real-estate loan. On the other hand, the proposed amendment 
would not require the borrower to accept a noninsured loan from the holder but 
the borrower would have the option of selecting a lender of his own choosing at 
any time he is able to obtain a loan from a private or cooperative source. 

Section 3 of the bill proposes to amend existing loan limitations governing 
loans made under title Il. The maximum amount which may be initially loaned 
would be increased from $3,500 to $7,000 and the total amount of indebtedness 
which a borrower under title I] may have outstanding would be extended from 
$5,000 to $10,000. 

Present conditions make it extremely desirable to increase both the maximum 
amount of the loans which may be made and the period during which such loans 
must be repaid. The amount and kind of credit necessary to start or place 
family-type farming operations on a sound basis varies with the type of farming 
to be carried on in the areas in which credit is to be used Moreover, modern 
farming requires a more extensive use of credit than in any previous period of our 
history. To achieve greater efficiency and security in the operation of family- 
tvpe farms, additional mechanization, increased use of fertilizer, additional in- 
vestments in soil improvement, fencing, and livestock require considerably 
available cash or credit than was required 10 years ago 

The transition from a single cash-crop system of farming to a diversified system 
is the only means by which many family-type farmers can increase their incomes 
in amounts sufficient to produce a living for the farm family, meet 
expenses, fixed overhead costs, repay loans, and maintain or improve the fertility 
of the soil. The necessity of converting many farm operations to a diversified 
system has been accentuated by the disastrous production losses recently 
perienced in many single cash-crop areas. The initial credit necessary for many 
low-income family-type farm operators to undertake successfully a sound con- 
version program is above the average loans in some single-crop areas, 

If the amendment with respect to the maximum amount of 
we think it is essential to increase the present maximum repayment period so as 
to accommodate the loans of larger amounts and to provide a more realistic basis 
of repayment in the ease of borrowers who are beginners or engage in a conversion 
or improvement program because it will enable them to repay the loan from in- 
creased returns which materialize after the program is well under way Section 
3 of the bill would permit the Secretary to extend the repayment period for 
operating loans over a period of 7 years in lieu of the present maximum 5-year 
period. It is difficult to say that the proposed 7-year period for repayment would 
accommodate all cases. While the repayment period for a large number of cases 
should probably be from 7 to 8 years, there are many circumstances under which 
a repayment period of 10 vears would be necessary in connection with changi: 
farming systems and farm operations and fully justified by eventual, 
immediate, increase in farm income. 

Section 3 of the bill would likewise extend from 5 to 7 years the n 
period during which a title I] borrower may be indebted i 
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further operating loan assistance. In computing the indebtedness outstanding 
for the 7-year period, loans made prior to November 1, 1946, which are being 
serviced and collected by the Farmers Home Administration pursuant to the 
Farmers Home Administration Act of 1946, would not be included until Novem- 
ber 1, 1953. Section 3 of the bill would also clarify the authority to assist farm- 
ers who are reorganizing their farm enterprises or making major changes in their 
farming practices. 

Section 5 of the bill would permit the Secretary to schedule the initial repayment 
at a date not exceeding two full crop vears after the date of the loan in those in- 
stances where he determines that farm income sufficient to make the initial pay- 
ment cannot be readily anticipated at an earlier date. Under existing law, the 
repayment schedule must provide for annual repayments beginning with the vear 
in which the loan is made. In assisting farmers in converting unsound, single 
eash crop systems of farming to sound diversified systems and in assisting begin- 
ning farmers, it is often found that the continuing costs exceed increased returns 
for the first 2 vears when relatively large investments in machinery, land improve- 
ment, livestock and fencing are being made. Such investments, however, are 
effective means of increasing the net income of the farm over a reasonable period 
of years and will far more than pay for themselves if the repayment schedule can 
be realistically geared to the actual increase in income resulting from the original 
expenditures. In many such instances no repayment should be scheduled during 
the first 2 vears. Also, the owners or purchasers of some new farms, particularly 
on reclaimed land, and farms requiring extensive development or improvement 
financed under the act will need a similar postponement of the initial repayment. 
This amendment would apply to loans under title I and title II but it would not 
have the effect of extending the maximum term of any loan. 

Subject to the foregoing comments, this Department recommends enactment 
of S. 684. 

In view of the subsequent request that this report be submitted immediately, 
we are not awaiting advice from the Bureau of the Budget as to the relationship 
of this report to the program of the President. 

Sincerely yours, 
C. J. McCormick, 
Acting Secretary. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


BANKHEAD-JONES FARM TENANT ACT 


Titte I.—Tenant Purcuase LOANS AND MORTGAGE INSURANCE 
4 * » * ok * . 


Sec. 4. In making loans [and insuring mortgages] under this title, the amount 
which is devoted to such purposes during any fiscal year shall be distributed 
equitably among the several States and Territories on the basis of farm population 
and the prevalence of tenancy, as determined by the Secretary: Provided, That 
there may be distributed to each State such amounts as are necessary to [insure 
mortgages or] finance loans pursuant to all bona fide applications from veterans 
qualified under section 1 hereof: Provided further, That there may be disbursed in 
any fiscal vear to each State or Territory such amount not in excess of $100,000 
as is determined by the Secretary to be necessary to finance loans in such State 
or Territory under this title. 

* » + * * ” * 

Sac 1g, oS ro 

(b) The aggregate amount of principal obligations on all mortgages insured 
under this title, on all mortgages with respect to which commitments to insure 
have been made, and on all mortgages accepted for the account of the fund and 
not disposed of under section 14 shall not exceed $100,000,000 in any one fiscal 
vear. [With respect to any fiscal vear, the amount available for insurance, 
commitment, and acceptance of mortgages under this title shall be distributed 
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among the several States and Territories on the basis provided in section 4 and 
preferences shall be given to mortgages executed by veterans qualified under 
section 1.] With respect to any fiscal year, one-quarter of the amount available for 
insurance, commitments and acceptance of mortgages under this title shall be dis- 
tributed among the several States and Territories on the basis of bona fide applications 
and the availability of farms with respect to which loans may be insured and the 
balance shall be distributed on the basis provided in Section 4, and preferences shall be 
given to mortgages executed by velerans qualified under section 1. 
+ * o* * * * ¥ 


Tirte Il.—PropucTion AND SuRSISTENCE LOANS 
BORROWERS AND TERMS 


Sec. 21. [Out of the funds made available under section 23, the Secretary may 
make loans to farmers and stockmen who are citizens of the United States for the 
purchase of livestock, seed, feed, fertilizer, farm equipment and supplies, othe 
farm needs, the refinancing of indebtedness and family subsistence: Provided 
That no loan shall be made under this section for the purchase or leasing of land 
or for the carrying on of anv land-purchase or land-leasing program: Pronided 
further, That, under this section, (1) the initial loan to anv one borrower shall not 
exceed $3,500 and no further loan mav be made by the Secretary under this title 
to a borrower so long as the total amount outstanding to that borrower, including 
interest and taxes or other liens and obligations which have accrued and ars 
properly chargeable to the account of the borrower, exceeds $5,000; (2) the term 
of any such loan, including renewals and extensions, shall not exceed five vears 
from the date the original loan was made; and (3) no person who has failed to 
liquidate his indebtedness under this section for five consecutive vears shall be 
e1igible for further loans hereunder until he has paid such indebtedness in full, 
except that indebtedness to the Farm Security Administration or the Emergene, 
Crop and Feed Loan Offices heretofore created shall not be included until five 
vears from the effective date of the Farmers’ Home Administration Act of 1946, 
in determining the amounts of lopns, terms of loans, and five-vear period for 
eligibility set forth in this section.] (a) The Secretary may make loans to farmers 
and stockmen who are citizens of the United States for the purchase of livestock, seed, 
feed, fertilizer, farm equipment, supplies, and other farm needs, the cost of reorganiz- 
ing the farming enterprise or changing farming practices to accomplish more diversified 
or more profitable farming operations, the refinancing of existing indebtedness, and 
for fomily subsistence. 

(b) No loan shall be made under this section for the purchase or leasing of land o 
for the carrying on of any land-purchase or land-leasing program. No initial loan 
to any one borrower under this section shall exceed $7,000 and no further loan may be 
made under this section to a borrower so long as the total amount outstanding, including 
accrued interest, taxes, and other obligations properly chargeable to the account of the 
borrower, exceeds $10,000. 

(c) The terms of loans under this section, including any renewal or extension of any 
such loan, shall not exceed seven years from the date the original loan was made. 

(d) No person who has fatled to liquidate his indebtedness under this section for 
seven consecutive years shall be eligible for loans hereunder until he has paid such 
indebtedness in full, except that the indebtedness on loans made prior to November 1, 
1946, which are being serviced and collected by the Farmers Home Administration, 
shall not be subject to the limitations of this section until November 1, 1953. 

* * * * + * * 


TitLe I1V.—GENERAL PROVISIONS 


Sec. 44. The Secretary, under this Act 
* * * * * * 

(c) Shall, in the case of every loan, require in the loan and security instruments 
that if at any time it shall appear to the Secretary that the borrower may be able 
to obtain a loan from a production credit association, Federal land bank, or other 
responsible cooperative or private credit source at rates (but not exceeding the rate 
of 5 per centum per annum) and terms for loans for similar periods of time and pur- 
poses prevailing in the area in which the loan is to be made, the borrower shall, 
upon request of the Secretary, apply for the accept such loan in sufficient amount 
to repay the Secretary and to pay for any stock necessary to be purchased in the 
cooperative lending agency in connection with the loan: Provided, however, That 
in the case of mortgage loans heretofore or hereafter insured under this title, the Secre- 
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tary may at his discretion delay his request for refinancing until the borrower has ac- 
quired a sufficient equity tn the farm to enable the holder of the insured mortgage to 
refinance the loan on an uninsured basis under laws or regulations to which he may 
be subject. 

* * * * * * * 

Sec. 48. The Secretary shall require annual payments in installments sufficient 
to pay any obligations or indebtedness to him under this Act within the term of 
such obligation or indebtedness. The Secretary shall provide a method whereby 
a borrower may pay any obligation or indebtedness by a system of variable pay- 
ments under which a surplus above the required installment for any year may 
be paid in periods of above-normal income and employed to reduce payments 
below the required annual payment in subsequent periods of subnormal income. 
Any advance payments to the Secretary shall not affect the obligation to pay the 
required annual installment during periods of normal or above-normal income. 
The foregoing requirements shall not preclude establishing the iniiial annual pay- 
ment at a date not exceeding two full crop years from the date of the loan where the 
Secretary determines that farm income suffic.ent to make the initial payment cannot 
be readily anticipated at an earlier date, but this provision shall not have the effect 
of extending the maximum term of any loan. 


O 
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WONG THEW HOR 
JUNE 11 (legislative day, May 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
{To accompany S. 885] 


The Committee on the Judiciary, to which was referred the bill 
(S. 885) for the relief of Wong Thew Hor, having considered the same, 
reports favorably thereon without amendment and recommends that 
the bill do pass. 

PURPOSE OF THE BILL 


The purpose of the bill is to enable the minor alien child of a citizen 
of the United States to enter the United States as a nonquota immi- 
grant which is the status normally enjoyed by alien minor children of 
citizens of the United States. 


STATEMENT OF FACTS 


The beneficiary of the bill is the 9-year-old daughter of Wong 
Chung Gong, a citizen of the United States. Apparently the bene- 
ficiary of the bill did not derive United States citizenship through her 
father inasmuch as the father did not have the necessary residence in 
the United States as required by law. The mother of the beneficiary 
of the bill has been admitted to the United States as a nonquota 
immigrant as the wife of a citizen of the United States. Without the 
benefit of this legislation the beneficiary of the bill will be unable to 
join her parents in this country. 

A letter dated May 11, 1951, to the chairman of the Senate Com- 
mittee on the Judiciary ‘from the Deputy Attorney General, with 
reference to the case, reads as follows: 
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Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department-of Justice relative to the bill (8. 885) for the relief of Wong Thew Hor. 

The bill would provide that the provisions of sections 4 (a) and 9 of the Immi- 
gration Act of 1924, as amended, pertaining to unmarried children under 21 years 
of age of a citizen of the United States, shall be held to be applicable to Wong 
Thew Hor, minor child of Wong Chung Gong, a citizen of the United States. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Wong Thew Hor, the daughter of Wong Chung Gong of Fall River, 
Mass., was born in Hong Kong, China, on June 61, 1941 or July 10, 1941. She is 
presently residing with friends in Hong Kong. Wong Chung Gong, the alien’s 
father, stated that he was born in China in January 1912. He first entered the 
United States at the port of San Pedro, Calif., in 1929, when he was admitted as 
the son of a native United States citizen. He made two subsequent trips to 
China, one in November 1934, reentering the United States on December 25, 1936, 
and another in May 1940, reentering this country on March 13, 1941. According 
to Mr. Wong he was married in China to Ng Tau Moy on January 5, 1935. In 
addition to his daughter, two sons were born of this marriage, one in December 
1935 and the other in February 19387. Mr. Wong advised that one son died in 
China in October or November 1949, and the other in December 1949 or January 
1950. Mrs. Wong was admitted to the United States for permanent residence at 
the port of San Francisco on January 21, 1948, under section 4 (a) of the Immigra- 
tion Act of 1924. The files further reflect that the alien’s alleged father owns an 
interest in the China Royal restaurant in Fall River. He has claimed that the 
separation of his wife from their daughter has caused him undue hardship because 
of the grief she suffers as a result of the separation from her child. 

There appears to be some doubt as to whether the alien child is a citizen of 
the United States in view of the extended visit of her father to China from 
November 1934 until December 1936, which may be construed as breaking the 
continuity of his residence in the United States so that he cannot be said to have 
had 10 years of residence in the United States prior to the child’s birth, as required 
by section 201 (g) of the Nationality Act of 1940. The child has been refused a 
passport by the Department of State, which is of the opinion that she is not a 
citizen of the United States. The alien may, however, apply to the courts for a 
judicial determination of the question as to whether her father had the required 
residence under section 201 (g) supra. 

As an alien, the child is chargeable to the Chinese racial quota, which is over- 
subscribed. Under existing law Chinese children of United States citizens are 
not accorded nonquota or preference status. Therefore, since she is deemed an 
alien, she may not, in the absence of special or general legislation, join her parents 
in this country at the present time. 

Whether, under the circumstances in this case, the general provisions of the 
immigration laws should be waived presents a question of legislative policy con- 
cerning which this Department prefers not to make any recommendation, 

Yours sincerely, 
Peyton Forp, 
Deputy Altorney General. 


Senator Henry Cabot Lodge, Jr., the author of the bill, has sub- 
mitted the following information in connection with the case: 


COMMONWEALTH OF MASSACHUSETTS, 
County of Bristol, ss: 

I, Wong Chung Gong, residing at 325 Pine Street, Fall River, Mass., on oath 
depose and say that I am the father of Wong Thew Hor who was born in Hong 
Kong in June, 1941. 

I was born January 23, 1912 at Shan-Lou Fong, Toy Sun, Kwong-Tung, 
China. I derived citizenship through my own father who was born in San 
Francisco in 1874 and I now hold citizenship certificate No. AA-7896. 

I entered the United States at San Pedro, Calif. on December 31, 1929 and have 
lived in this country since that time except for two visits to China, the first visit 
from November 25, 1934, to December 25, 1936, and the second visit from May 
24, 1940, to March 13, 1941. 

My wife, Ng Tan Moy, is now with me at my home in Fall River, having come 
to the United States from her native China in 1948, 
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I am in the restaurant business in Fall River and I am financially able to support 
my child, Wong Thew Hor, since my present worth in real estate, personal property, 
and cash is in excess of $30,000. 

Wona CHuunG GOona. 

Subscribed and sworn to before me this fifth day of February in the year 
one thousand nine hundred and fifty-one, 


[SEAL] TERRANCE J. Lomax, Jr. 


Notary Public 
My commission expires Nov. 29, 1951. 


NARRATIVE STATEMENT 


The beneficiary of this bill is a Chinese girl, Wong Thew Hor, born in June 
1941 at Hong Kong. Her father is an American citizen of Chinese extraction. 
Her mother is Chinese. 

The father of the beneficiary came to United States in 1929 at the age of 
19 years, deriving his citizenship as the son of a native Californian of Chinese 
extraction. In 1931 he established a small restaurant business in Fall River, 
Mass. In November 1934, he visited China and continued his visit until Decem- 
ber 1936, when he returned to Fall River, Mass., and continued in the same 
restaurant business. He visited China again in May 1940, and returned to Fall 
River, Mass., in March 1941. 

In 1935 a son, Wong Wing Yock, was born in Canton. 

In 1936 a second son, Wong Wing Soon, was born in Canton. 

Both of these sons died in 1949 in Go Pin Village, Hoy Sun, Canton, China, 
within a few months of each other. 

The beneficiary was born in Hong Kong in June 1941. 

The mother of the beneficiary came to Fall River, Mass., in 1948 but the 
beneficiary was denied admission to the United States under the provisions of the 
Nationality Act of 1940 which became effective in January 1941. 

Under the law prior to January 1941 the beneficiary would have been admitted 
to United States citizenship as the child of a citizen of the United States. 

Under the 1940 act such citizenship rights were granted only if the citizen 
yarent had resided in United States for 10 years prior to the birth of his child. 

uring the years of the father’s visits to China, the provisions of the 1940 act 
were not in contemplation. In those years such visits did not affect the status 
of citizenship either directly or indirectly. However, the interpretation of the 
1940 law excluded that period of the 25-month visit to China from the over-all 
time of the father’s residence in this country. The later visit of 11 months was 
also excluded so that, with such exclusions, the father’s residence prior to the 
birth of the beneficiary totaled about 8% years or 1% years short of the legal 
requirement. Therefore, under the 1940 act it was held that the child had neither 
claim to citizenship nor preferential consideration for admission to this country. 

The 1940 act became effective in January 1941, only 5 months prior to the birth 
of the beneficiary. 

In other words, the beneficiary was a citizen at the time of conception but the 
1940 act made her an alien, with no rights or privileges, at.the time of birth. 

The parents are well established and well thought of residents of Fall River, 
the father owning a large restaurant in the center of the city, and a partnership 
interest in another large restaurant in the same city. He is the owner of real 
estate and his net worth is more than $30,000. He can and will take excellent 
care of the beneficiary. 

The parents, the mother in particular, are distraught with fear for their only 
remaining child in Hong Kong. 

There is well founded medical opinion that the mother will become mentally 
unbalanced soon unless the child is restored to her. 

In brief, the beneficiary and the family find themselves to be victims of an 
apparent injustice brought about by the legal interpretation and effective date of 
the Nationality Act of 1940. 

In view of the unsettled international situation affecting the Hong Kong area, 
an urgent plea for speedy relief is included in this general plea for assistance to the 
beneficiary, Wong Thew Hor. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 885) should be enacted. 


o 
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eMr:: MCarnay, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany 8, 1417] 


The Committee on the Judiciary, to which was referred the bill, 
(S. 1417) for the relief of Lefrancois & Chamberland, Inc., having 
considered the same, reports favorably thereon, without amendment 
and recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to pay the sum of $47.98 
to Lefrancois & Chamberland, Inc., in full satisfaction of its claim 
against the United States for damages to the corporation’s automobile 
incurred when the automobile was struck by a Government truck. 


STATEMENT 


On March 24, 1948, a Government vehicle operated by a Govern- 
ment employee on official business struck and damaged the parked 
automobile owned by Lefrancois & Chamberland, Inc. The solicitor 
of the Department of Agriculture, in a letter addressed to the sponsor 
of this bill, states, in substance, that the accident was not due to the 
negligence of the driver of the Government truck, but instead was 
caused by a mechanical failure of the Government vehicle. He fur- 
ther states that since the Government vehicle had been checked at a 
commercial garage a few days earlier no negligence could be attributed 
to the Government for the mechanical failure. 

The claimant sought reimbursement by agency action under the 
provisions of the Federal Tort Claims Act (28 U.S. C. 2672). He was 
denied relief under that Act since the agency concerned (the Depart- 
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ment of Agriculture) held that no negligence on the part of the United 
States had been established and therefore no relief was available to the 
claimant under the provisions of the Federal Tort Claims Act. 

While the committee is willing to accept the finding of the agency 
that the climant is unable to recover damages under the Federal Tort 
Claims Act, the committee does not feel that such a finding precludes 
a congressional grant of relief to the claimant. It is the feeling of the 
committee, that, irrespective of the question of negligence, the claim- 
ant ought to be reimbursed for the damages to its automobile. Equi- 
tably, as between the two legally innocent parties, the loss ought to 
fall on the owner of the mechanically imperfect vehicle. The com- 
mittee, therefore, recommends favorable consideration of this 
legislation. 

Attached to this report is the letter of the Solicitor of the Depart- 
ment of Agriculture addressed to the sponsor of this bill. 





Unitrep States DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SOLICITOR, 
Washington 25, D. C., March 16, 1951. 
Hon. Georce D. AIKEN, 
United States Senate, Washington 25, D. C. 


DEAR SENATOR AIKEN: This is with reference to your letter of March.1, 1951, 
relative to the disallowance of the claim of Lefrancois & Chamberland, Inc., 
for $47.98 under the Federal Tort Claims Act, by reason of an automobile 
accident. 

A review of the case shows that on March 24, 1948, the driver of the Govern- 
ment car involved in the accident was following a line of traffic on Strongs Avenue 
in Rutland, Vt., at about 10 to 15 miles per hour, when the cars in front of him 
came to a sudden stop. The Government driver applied his foot brake, but it 
failed to operate. Consequently, he only had time to swerve to the right to 
avoid hitting the vehicle immediately in front of him in line of traffic and, in 
doing so, his vehicle struck the car of Lefrancois & Chamberland, Inc., which 
was parked alongside the right-hand curb, locking bumpers. Only a few days 
before the accident, the brakes of the Government car were examined at a com- 
mercial garage. The garage mechanic found that the master cylinder was low 
in hydraulic fluid, but could find no evidence of a leak in the system. The 
mechanic refilled the master cylinder, bled the system, and tightened up the 
brake bands. The Government driver had no warning that the brakes might 
not function since, when it became necessary for the sudden stop, he applied the 
brakes and they held momentarily, then failed. 

From the above, it is determined that the collision was the result of an unavoid- 
able accident, and that no negligence could be attributed to the Government 
driver. The Government driver was unaware of any defect in the vehicle and 
he had a right to assume that the car was in good condition after it was released 
from the garage. Not having knowledge of the defect and having used reason- 
able care in having the car repaired, the Government cannot be charged with 
negligence predicated upon any failure to inspect the vehcile and check upon the 
garage mechanic. Casualties of this type are not frequent, but they do occur, 
and since the Federal Tort Claims Act (28 U. 8S. C., see. 2672), authorizes pay- 
ment only for “negligent or wrongful act or omission”, we find the Government 
without authority to reimburse such claimants, even though they, too, are with- 
out fault in the matter. 

On June 9, 1949, Lefrancois & Chamberland, Inc., were notified of the dis- 
allowance of their claim, and on August 18, 1949, a summary of the above evidence 
was forwarded to them. 

This claim was given extended consideration by this office including a review 
by a committee of attorneys appointed for the purpose of reviewing all tort claims 
against the Government growing out of activities of this Department. I estab- 
lished this committee shortly after the passage of the Federal Tort Claims Act 
to review decisions on claims presented against the Department in amounts of 
a thousand dollars or less and, therefore, within the authority of this Department 
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to settle. When a claim is presented it is considered by an attorney in one of 
the divisions of this office, the conclusion is approved by the division chief and 
the claim then is forwarded to the review committee, which committee must 
recommend to me its final disposition. In the event the recommendation of the 
committee is not unanimous, the dissenting member of the committee is required 
to submit his opinion in writing to me. I have thus attempted to assure myself 
that each case which I decide will have a full and careful consideration. As I 
have indicated above, this case was so considered. 

I regret the Department is without authority on the present record to reimburse 
for this damage. If there is any additional evidence which the claimants may 
wish to submit, this office will be glad to reconsider the case. 

Sincerely yours, 
W. Carro.tu Hunter, 
Solicitor. 


O 
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McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany 8. 1442] 


The Committee on the Judiciary, to which gvas referred the bill, 
(S. 1442) for the relief of Marie Louise Dewulf Maquet, having con- 
sidered the same, reports favorably thereon, without amendment and 
recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to pay the sum of $10,000 
to Mrs. Marie Louise Dewulf Maquet of Belgium, in full satisfaction 
of all claims against the United States for the death of her husband 
which occurred as a result of his being struck by a United States 
Army truck. 

STATEMENT 


On the afternoon of January 31, 1946, Capt. Abel Maquet, of the 
Belgian Air Force, then stationed at Snailwell, England, attempted to 
cross from south to north the highway at Newmarket, England. As 
Captain Maquet was crossing the highway, a United States Army 
truck, operated by an enlisted man on official business approached 
from an easterly direction at a speed of about 30 miles per hour. 
Captain Maquet was about halfway across the highway when he 
observed the Army truck coming toward him. He turned around and 
started back toward the south side of the road. At the same time, 
the driver of the Army truck, seeing the pedestrian about 40 vards 
ahead of him, swerved his truck to the south side of the road. About 
30 feet from the pedestrian, the driver applied the brakes of the 


truck, but not in time to avoid striking the pedestrian, Captain 
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Maquet. Captain Maquet sustained injuries from which he died 
almost immediately. 

At the time of his death, Captain Maquet was 34 years of age, 
married and the father of two children, one 8 years of age and the 
other 7 years of age. As a captain in the Belgian Air Force he 
earned $1,848.48 annually, 

Captain Maquet’s widow sought damages for her husband’s death 
by filing a claim under the Foreign Claims Act (44 Stat. 880), as 
amended (57 Stat. 66), which authorizes the payment of a claim for 
damages on account of the death of an inhabitant of a foreign country 
caused by the United States Army or individual members thereof. 
Her claim was rejected for the reason that her husband was not an 
inhabitant of the foreign country where the accident occurred. 

Despite the inability of the Army to settle this claim administra- 
tively, that Department recommends favorable consideration of this 
legislation. The Department, in a letter to the sponsor of this bill 
recommending its introduction, cites two instances where the Con- 
gress has passed private legislation to pay claims which could not 
be settled administratively because of a disability such as the one 
presented here. 

The committee agrees with the conclusion of the Department of 
the Army. The Deptartment found as a result of its investigation 
that the accident and resultant death were caused solely by the 
negligence of the driver of the Army vehicle. The committee feels 
that inasmuch as this claimant’s husband was killed as a result of 
the negligence of a Government employee, she should be compen- 
sated in a reasonablaamount. In view of the age of Captain Maquet 
on the date of his death and in view of the number of persons depend- 
ent upon him for support, the committee feels that the amount sug- 
gested by the Department of the Army constitutes a reasonable 
amount. The committee, therefore, recommends favorable considera- 
tion of this legislation. 

Attached to this report and made a part thereof is the letter of the 
Secretary of the Army addressed to the sponsor of this bill urging the 
introduction of the bill. 


May 2, 1951. 
Hon. Ricnarp B. RvssE.t, 
Chairman, Committee on Armed Services, 
United States Senate. 


Dear SENATOR RussEtu: There is enclosed herewith a draft of a proposed bill 
for the relief of Marie Louise Dewulf Maquet, which it is reeommended be enacted 
into law. This proposed legislation is submitted by the Department of the Army 
in accordance with procedures prescribed by the Secretary of Defense. 

The purpose of this legislation is to compensate the claimant in the amount of 
$10,000 for the death of her husband, Capt. Abel Maquet, of the Belgian Air 
Force, as a result of his having been struck by a United States Army truck in 
Newmarket, England. 

On January 31, 1946, at about 3 p. m., Capt. Abel Maquet, of the Belgian Air 
Force, then stationed at Snailwell, England, started to walk across a highway at 
New market, England, from south to north. A United States Army truck, 
operated by an enlisted man, presumably on official business, was proceeding in an 

easterly direction along the same road through Newmarket at a speed of about 30 
miles an hour. It appears that when Captain Maquet got about halfway across 
the road he observed the Army truck coming toward him, whereupon he turned 
around and started back toward the south side of the road; that the driver of the 
truck, seeing the pedestrian when about 40 vards from him, swerved his vehicle to 
the right-hand side of the road (traffic in England travels on the left side of the 
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road) ; and that when about 30 feet from the pedestrian he applied his brakes, but 
that he was unable to prevent the truck from striking him. Captain Maquet 
sustained injuries from which he died almost immediately. 

On February 1, 1946, the driver of the Army truck made the following sworn 
statement: 

“At about 3 p. m. Thursday, January 31, 1946, I was driving a GMC 6 x 6 
USA truck No. 420562/S in Newmarket going through to Bury St. Edmunds and 
as I approached the Bury and Thetford Road junction my speed was about 30 
miles per hour. Private first-class Fedenecz was sitting in the cabin beside me. 
As I turned on to the Bury Road I saw a man about 40 yards in front of me. He 
had just stepped on to the road from the grass verge on the righthand side facing 
Bury. He commenced to walk across the road. When I saw him do this I 
turned to my wrong side of the road to try and avoid him. However, when this 
man reached the white line, he turned and commenced to walk back. He turned 
with his back toward me. I applied my brakes at once and climbed on to the 
grass verge with my front wheels, but I was unable to avoid hitting him. I think 
it was my front nearside mudguard which hit him.” 

A sworn statement executed on the same date by Oswald Cowley, a member of 
the Cambridgeshire Constabulary, reads in pertinent part as follows: 

“‘T ascertained that Captain Maquet had been taken to White Lodge Hospital, 
but the truck driven by Private first-class Dore (the Army driver) had not been 
moved. It was raining slightly, the road was wet and greasy. I took the follow- 
ing particulars of the accident. 

‘*The road is 23 feet wide. There were two brake marks made by the wheels 
of the truck. They commenced on the Bury Road 30 feet from the junction of 
the Norwich Road. The offside marks commenced 1 foot 6 inches from the grass 
verge on the wrong side. The nearside mark commenced 3 feet from the white 
line in the center of the road. They both extended parallel with the white line 
for 33 feet to the rear wheels of the truck. The truck had stopped with its offside 
front wheels 2 feet on the wrong side grass verge and the offside rear wheel was 
on the road | foot from the same grass verge. * * * 

“There was nothing visible on the road to denote the point of impact but there 
was a pool of blood measuring 3 feet across it on the road. From the center of 
this to the grass verge is 3 feet, and from the outside edge of this to the front of 
the truck is 1 foot 9 inches.” 

Captain Maquet was 34 years of age at the time of his death. His salary as a 
captain in the Belgian Air Force was 92,424 Belgian francs per annum ($1,848.48). 
He left surviving his widow, Mrs. Marie Louise Dewulf Maquet, 30 years of age, 
and two children, namely, Guy Jules Florent Marie Maquet, a son 8 years of age, 
and Marie Louise Sylvie Augusta Maquet, a daughter 7 years of age. 

On April 21, 1948, Mrs. Maquet filed with United States Army Foreign Claims 
Commission No. 16 a claim in the amount of 3,680,000 Belgian francs ($73,600) 
for damages on account of her husband’s death. It appears that the expenses 
incurred in connection with the burial of the deceased were paid by the Belgian 
Government. The claim of Mrs. Maquet was duly considered under the Foreign 
Claims Act (55 Stat. 880), as amended (57 Stat. 66), which authorizes the payment 
of a claim for damages on account of the death of an inhabitant of a foreign 
country caused by the United States Army or individual members thereof. For- 
eign Claims Commission No. 16 found that this claim could not be allowed under 
the Foreign Claims Act, as amended, for the reason that the deceased was not an 
inhabitant of England, the country in which the accident that resulted in his 
death occurred. On April 25, 1949, the Department of the Army disapproved the 
claim of Mrs. Maquet on the ground that there was no statute under which said 
claim could be paid. 

It appears that after the death of her husband Mrs. Maquet filed a claim with 
the Belgian Ministry of National Defense for a pension as a war widow, which 
claim was rejected on the ground that her husband’s death did not occur while 
he was in line of duty and as a result of his military service. 

The evidence in this case fairly establishes that the accident of January 31, 1946, 
and the resulting death of Capt. Abel Maquet were not caused by any fault or 
negligence on his part but were caused solely by the negligence of the driver of 
the Army vehicle involved in said accident in that upon observing the pedestrian 
crossing the road ahead of him he did not immediately reduce his speed so as to 
be able to avoid striking him. In this connection, Foreign Claims Commission 
No. 16 in its determination and findings in the case stated: 

‘It is the opinion of this Commission that the sole proximate cause of the 
accident was the negligence of the operator of the United States vehicle in driving 
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at a speed which, under the circumstances, must be deemed as being excessive and 
in complete disregard for the safety of pedestrians crossing the road.” 

The Department of the Army is of the view that the widow of Captain Maquet 
should be compensated by the United States in a reasonable amount on account 
of his death. However, there is no method by which she may be so compensated 
except through the enactment by the Congress of a private relief bill. Consid- 
ering the age, occupation, and earnings of Captain Maquet at the time of his 
death, it isthe view of the Department of the Army that an award to the claimant 
in the amount of $10,000 would constitute a fair and reasonable settlement of her 
claim. Mrs. Maquet has executed and filed with the Department an acceptance 
agreement in which she has agreed to accept the sum of $10,000 in full satisfaction 
and final settlement of her claim. 

This is a meritorious claim, and if the deceased had been an inhabitant of 
England, the country where he was killed, the claim would have been settled under 
the Foreign Claims Act, as amended. It is, therefore, recommended that the 
attached proposed bill be enacted into law. 

Similar bills have been enacted by the Congress and approved by the President 
(S. 867, 79th Cong., for the relief of the estate of Frederick Calvert, a British 
subject, who was killed in Iceland on November 14, 1942, in an accident involving 
an Army vehicle (59 Stat. 749); and S. 633, 8lst Cong., for the relief of Rachel 
D. Gattegno, on account of the death of her husband, David Gattegno, a Spanish 
citizen, who was accidentally killed by a guard at the North African Refugee 
Center, Fedhala, French Morocco, under the command of the United States 
Army, on the night of July 4, 1944 (Private Law 6, 81st Cong.).) 

The Bureau of the Budget advises that there is no objection to the submission 
of the proposed legislation for the consideration of the Congress. 

Sincerely vours, 
FRANK Pace, Jr., 
Secretary of the Army. 


O 
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‘. McCarran, from the Committee on the Judiciary, submitted 
o the following 


REPORT 


{To accompany 8. 144: 


The Committee on the Judiciary, to which was referred the bill 
(S. 1443) for the relief of Rev. Thomas K. Sewall, having considered 
the same, reports favorably thereon, without amendment, and 
recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to relieve the claimant 
of liability for repayment to the United States of $379.76, because 
of the operation of the dual compensation statutes, and also to 
provide for the payment to him of an additional amount of $89.40 
for compensation of 20 hours of annual leave plus salary from April 
17 to April 21, 1950. 

STATEMENT 


Claimant was appointed as a crew leader for the taking of the 
Seventeenth Decennial Census. He is a retired commissioned officer 
of the Armed Forces. His appointment apparently was the result of 
a misunderstanding on the part of field personnel of the Department 
of Commerce concerning the dual compensation laws. Such laws 
permit the appoimtment of persons receiving disab a compensation 
but prohibit the appointment of persons receiving disability re 
ment pay. Claimant was receiving disability re tire ment pay and was, 
therefore, subject to the prohibition. He was appointed to a job witl 
an annual rate of pay which, when combined with his disability retire- 
ment pay, exceeded the $3,000 maximum permitted by law, and, as a 
result, he is now obligated to return all of the pay received for the per- 
formance of his duties as a crew leader and is ineligible to receive the 
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remainder of the pay, and annual leave, which would otherwise be due 
him. 

The Department of Commerce states that the work performed by 
claimant was carried out in a satisfactory manner and that, even after 
notification that his employment had been terminated, he voluntarily 
continued his work and completed his assignment without pay, thereby 
saving the Bureau considerable trouble and expense. The Depart- 
ment of Commerce states that for these reasons it is of the opinion 
that the bill should be enacted, and this opinion is concurred in by the 
Department of Justice. 

Attached hereto and made a part of this report are letters received 
from the Department of Justice and the Department of Commerce in 
connection with this bill. 





DEPARTMENT OF JUSTICE, 
Washington, D. C., May 25, 1961. 
Hon. Par McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator. This is in response to your request for the views of the 
Department of Justice relative to the bill (8. 1443) for the relief of Reverend 
Thomas K. Sewall. 

The bill would relieve Rev. Thomas K. Sewall, of Detroit Lakes, Minn., from 
liability for repayment to the United States of the sum of $379.76, representing the 
salary paid him as an employee of the Census Bureau for 31 days during the taking 
of the 1950 population census while he was receiving retired pay as a commissioned 
officer in the Armed Forces. Section 2 of the bill would provide for payment to 
him of the sum of $89.40 in full satisfaction of his claim against the United States 
for (1) 20 hours of annual leave accrued while working as an employee of the 
Census Bureau during the taking of the 1950 population census, amounting to 
$29.80 and (2) salary which he would have received as an employee of the Census 
Bureau from April 17 to April 21, 1950, had he not been receiving retired pay as a 
commissioned officer in the Armed Forces, amounting to $59.60. 

In compliance with your request, a report was obtained from the Department of 
Commerce concerning this legislation. That report, which was prepared in 
connection with a similar bill (S. 3920) introduced in the Eighty-first Congress, is 
to be considered as that agency’s report on the instant bill. According to that 
report, which is enclosed, it appears that claimant was appointed as a crew leader 
for the taking of the Seventeenth Decennial Census and that his appointment 
apparently was the result of a misunderstanding, on the part of field personnel, of 
the dual compensation laws. Such laws permit the appointment of persons 
receiving disability compensation but prohibit employment of persons receiving 
disability retirement pay. Claimant was receiving disability retirement pay and 
was therefore subject to the prohibition. He was appointed to a job with an 
annual rate of pay which, when combined with his disability retirement pay, 
exceeded the $3,000 maximum permitted by law and as a result, he is now obligated 
to return all of the pay received for the performance of his duties as a crew leader 
and is ineligible to receive the remainder of the pay and annual leave which would 
otherwise be due him. 

Claimant received $379.76 as payment for his services but he did not receive the 
sum of $59.60 which would still be due him, or the additional $29.80 which is a 
lump-sum payment for leave. The total amount paid him or due him plus the 
annuity which he has received from the Veterans’ Administration is approximately 
$250 less than the $3,000 limit specified in the dual compensation statute. It 
appears that although his annual dual compensation would have exceeded the 
statutory limitation had he been employed only a few weeks longer, he did not 
receive any amount in excess of the statutory limitation. 

The Department of Commerce states that the work performed by claimant was 
earried out in a satisfactory manner and that even after notificatior that his 
employment had been terminated, he voluntarily continued his work and com- 
pleted his assignment without pay, thereby saving the Bureau considerable 
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trouble and expense. The Department of Commerce states that for these reasons 
it is of the opinion that the bill should be enacted. 


The Department of Justice concurs in the views of the Department of Com- 
merce. 
The Director of the Bureau of the Budget has advised this office that there 
would be no objection to the submission of this report. 
Yours sincerely, 
Pryton Forp, 
Deputy Attorney General. 


DEPARTMENT OF COMMERCE, 
Washington 25, D. C., September 6, 1950. 
Hon. Peyton Forp, 

Deputy Attorney General, Department of Justice, 
Washington, D. C. 

Dear Sir: This letter is in reply to your request of July 26, 1950, for the com- 
ments of this Department concerning 5. 3920, a bill for the relief of Rev. Thomas 
K. Sewall. 

Reverend Sewall was appointed to the staff of this Department’s Census Bureau 
as a crew leader at Detroit Lakes, Minn., for the taking of the Seventeenth 
Decennial Census. His appointment apparently was the result of a misunder- 
standing of the dual compensation laws on the part of the field personnel. Those 
laws would permit the appointment of persons who receive income from the Gov- 
ernment in the form of disability compensation, but the same is not true for per- 
sons who are receiving disability retirement pay. Reverend Sewall was receiving 
disability retirement pay, and was, therefore, not exempt from the prohibition 
contained in those laws. He was appointed to a job with an annual rate of pay 
which, when combined with his disability retirement pay, exceeded the $3,000 
maximum permitted by law. Asa consequence, Reverend Sewall is now obligated 
to return all the pay received for the performance of his duties as a crew leader, 
and is ineligible to receive the remainder of his pay and annual leave which would 
otherwise be due him. 

Reverend Sewall received $379.76 as payment for his services. He did not 
receive the sum of $59.60 which would still be due him, or an additional $29.80 
which sum is a lump-sum payment for leave. The total amount paid him or 
due him plus the annuity which he has received from the Veterans’ Administra- 
tion is approximately $250 less than the $3,000 limit specified in the dual compen- 
sation statute. Although his annual dual compensation would have exceeded 
the statutory limitation had he been employed by the Bureau only a few weeks 
longer, the Reverend Sewall did not receive any amount in excess of the statutory 
limitation. 

The work performed by Reverend Sewall was carried out in a satisfactory 
manner. Even after notification that his employment had been terminated, he 
voluntarily continued his work and completed his assignment without pay, 
thereby saving the Bureau considerable trouble and expense. 

For all these reasons, we are of the opinion that S. 3920 should be enacted. 

If we can be of further assistance please call upon us. 

Sincerely yours, 

Tuomas W. 8S. Davis, 
Acting Secretary of Commerce. 


O 
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Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


(To accompany H. R. 389] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 389) for the relief of the State of Maryland, having considered 
the same, reports favorably thereon, without amendment, and 
recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to pay the sum of $20,000 
to the State of Maryland on account of damage to natural oyster 
bars in the Patuxent and Severn Rivers heretofore caused by dredging 
operations conducted by the Department of the Navy. 


STATEMENT 


The State of Maryland filed a claim in the amount of $122,992 
against the Navy Department for damages to State-owned oyster 
beds, which occurred as a result of certain dredging operations carried 
out by the Navy in both the Severn and Patuxent Rivers. The 
amount of the claim encompassed both compensation for “immediate 
loss” to the State, as well as “‘natural resource loss,’’ the latter making 
up the greater amount of the damage claimed. After conferences 
the Navy Department stated that it would recommend legislation to 
pay the State $12,890 for its “immediate loss.”” The State’s claim 
for such damage was $16,626. After further negotiation the Navy 
Department agreed to recommend legislation authorizing payment 
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for $20,000 in full settlement for claims for both immediate and 
natural resource loss. 

~ [tis noted from the letter of the Navy Department dated December 
12, 1950, submitted in connection with an identical bill, that the 
Bureau of the Budget has recommended that there would be no 
objection to enctment of the bill if it were amended to confer juris- 
diction upon the Court of Claims to adjudicate and render judgment 
on the claim of the State of Maryland in accordance with the provi- 
sions of 28 United States Code, section 1497. The language of this 
section of title 28 is as follows: 


The Court of Claims shall have jurisdiction to render judgment upon any 
claim for damages to oyster growers on private or leased lands or bottoms arising 
from dredging operations or use of other machinery and equipment in making 
river and harbor improvements authorized by Act of Congress. 


It does not appear to the committee that this statute would grant 
the desired relief to the State of Maryland for two reasons, namely, 
(1) it is not known whether lands owned by the State of Maryland 
would be considered “private” lands, and (2) it does not appear from 
the facts as stated in this case that the entire damage, particularly 
with reference to that on the Severn River, was caused “in making 
river and harbor improvements”’. 

For these reasons the committee is constrained to approve the 
compromise reached by the responsible authorities of the State of 
Maryland and the Department of the Navy and recommends favorable 
consideration of the bill. 

_ Attached hereto and made a part of this report is the above referred 
ito letter from the Department of the Navy, dated December 12, 1950. 
(Other pertinent letters in connection with these negotiations appear in 
House Report No. 209, Eighty-second Congress, and néed not be 
reprinted here. 


DEPARTMENT OF THE Navy, 
OFFICE OF THE JuDGE ApvocaTge GENERAL, 
‘ Washington, D. C., December 12, 1950. 
Hon, EmManvext CELLER, 
Chairman of the Committee on the Judiciary, 
House of Representatives. 


My Dear Mr. CHarrMan: The bill (H. R. 2563) for the relief of the State of 
Maryland, was referred to the Navy Department by your committee with request 
for comment thereon. ; ; 

The purpose of the bill is to authorize and direct the Secretary of the Treasury 
to pay the sum of $20,000 to the State of Maryland in full settlement of all claims 
against the United States on account of damage to natural oyster bars caused by 
dredging operations conducted by the Navy Department in the Patuxent and 
Severn. Rivers. 

These dredging operations were as follows: 

(1) Severn River: The construction within the hospital area of the United 
States Naval Academy at Annapolis of additional drill fields and recreational 
facilities. This dredging was for a purpose having no relation to the improvement 
of navigation, although navigation was incidentally benefited thereby. 

(2) Patuxent River: The construction of the Naval Air Station, Patuxent 
River, and the deepening of the channel entrance to the Patuxent River. The 
dredging in this area was actually for the purpose of improving navigation. 

Representatives of the State of Maryland submitted to the Navy Department 
a claim in the amount of $122,992 for damage to its public oyster bars, in sub- 
stance as follows: 
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loss source loss 
I a eg i $2, 870 $10, 575 | $13, 445 
2. Patuxent River: 
(a) Off Millstone Landing (construction of Naval Air 
I acing isaac APE Ee Fe ¢ | 12, 357 88, 000 100, 357 
(6) Chinese Mud Flats (improvement of channel en- | 
SER, FINS PRIVEE). < oc cin coccsnicaucoses 1, 399 | 7, 791 9, 190 
a ae omiels 
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According to the Navy Department’s investigation and survey, the actual 
damage to the State of Maryland resulting from the destruction of its oysters 
and oyster shells was $12,890. The State’s claim for such damage is $16,626. The 
Navy Department originally proposed to the cognizant Maryland authorities 
that it would recommend legislation authorizing payment to the State of $15,000, 
which represented a compromise between the two figures, for its immediate loss. 
Acceptance of this sum would not have prejudiced the State’s right to pursue 
further its claim for natural-resource loss. Further conferences resulted in the 
Navy Department’s compromise offer to agree to legislation authorizing payment 
of $20,000 in full settlement of claims for both immediate and natural-resources 
losses. ‘This proposal was satisfactory to the State’s negotiators. 

The oyster bars in question were public oyster bars owned by the State of 
Maryland, planted and cultivated by the State, and open to harvesting by any 
citizen of the State. Such oyster bars are held for public operation; citizens 
pay license fees and taxes to the State for the privilege of working thereon. 

Under the provisions of section 1497 of the act of June 25, 1948 (62 Stat. 941, 
28 U.S. C. 1497), oyster growers operating on private or leased lands or bottoms 
may recover in the Court of Claims for damages resulting from dredging opera- 
tions. It is not necessary to prove negligence. Section 2501 of the said act (28 
U.S. C. 2501) limits recovery to suits brought within 2 years after the termination 
of dredging operations. 

It is doubtful whether this remedy would have been available to a State in the 
case of damage to its natural oyster bars. The Navy Department, in arriving 
at the compromise offer, did not consider the State’s claim solely from the stand- 
point of its legal merits. Cognizance was taken of the equities involved, having 
in mind the established policy of the Congress to cooperate with States in the 
matter of conserving rapidly dwindling oyster resources, as evidenced by the 
act of November 4, 1943 (57 Stat. 585). In that instance the United States al- 
located $100,000 for a special project for the conservation of the oyster resources 
of the Commonwealth of Virginia. 

The Navy Department has been advised by the Bureau of the Budget that 
enactment of the subject bill would not be in conflict with the program of the 
President if it were amended to confer jurisdiction on the Court of Claims to ad- 
judicate and render judgment on the claim of the State of Maryland in acecord- 
ance with the provisions of section 1497 of the act of June 25, 1948 (62 Stat. 941, 
28 U.S. C. 1497). 

Respectfully yours, 
G. L. RussE.1, 
Rear Admiral, United States Navy, Judge Advocate General of the Navy. 


O 
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TOMAS J. ZAFIRIADIS 
JUNE 11 (legislative day, May 17), 1951.—Ordered to be printed 


McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 616] 
ZThe, Committee on the Judiciary, to which was referred the bill 
(Ht. R, 616) for the relief of Tomas J. Zafiriadis, having considered the 


same reports favorably thereon without amendment and recom- 


mends thatjthe bill do pass. 


—_— 


PURPOSE OF THE BILL 


The purpose of the bill is to enable Tomas J. Zafiriadis to enjoy the 
immigration status of a person who was born in Uruguay. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 41-year-old native of Turkey who 
was taken to Uruguay as an infant and has resided there since that 
time. He was naturalized in Uruguay in 1928 and for the past 20 
vears has been employed in the United States Embassy, Montevideo, 
Uruguay. Inasmuch as an alien is chargeable to the quota of the 
country of his birth rather than the country of his citizenship the 
beneficiary of the bill would be unable to obtain an immigration visa 
for several years because the Turkish quota is oversubscribed. 

Congressman A. S. J. Carnahan, the author of the bill, appeared 
before a subcommittee of the Committee on the Judiciary of the 
House of Representatives and urged the enactment of the bill and 
submitted the following information: 


ZAFIRIADIS, THOMAS J. 


Born in Constantinople, Turkey, November 22, 1909. 
Taken to Uruguay in infancy; has been resident there since that time and 
became a naturalized Uruguayan citizen in 1928. 








9 TOMAS J. ZAFIRIADIS 


Under immigration laws, is considered a Turkish national because born in 
Constantinople; therefore, would have to enter United States as an immigrant 
under the Turkish quota. This annual quota is only 226. He applied under 
this quota in 1947. Due to the large number of applications, and the many 
statutory preferences, it is estimated he would not become eligible for entry for 
another 20 years. 

Since August 1949 he has been special assistant to the commercial attaché, 
John P. Hoover, of the United States Embassy, Montevideo, Uruguay. He has 
served the American Embassy in Uruguay for the past 20 years, beginning as 
Foreign Service clerk, 1931, promoted to economic investigator, October 1947. 

Attended an American high school in Montevideo, and prior to his service for 
the American Embassy, he worked with the following Montevideo branches of 
American firms: The National City Bank of New York, 1927; Swift & Co., 1928; 
International Harvester Co., 1929-30. 

His lifelong ambition has been to become an American citizen and the many 
excellent recommendations in his behalf and his long service for the United States 
amply demonstrate not only that he is worthy of citizenship but would prove a 
real asset to our country. 


LIST OF RECOMMENDATIONS 


Ellis O. Briggs, American Ambassador to Czechoslovakia 

George W. Keitel, deputy attorney general, Pennsylvania 

Edward J. Sparks, counselor, American Embassy, Denmark 

James S. Kemper, president, Inter-American Council of Commerce and Production 

T. W. Durant, Beverly Hills, Calif. 

Selden Chapin, American Embassy, the Netherlands 

Thomas C. Hart, Admiral, United States Navy, retired 

Grove Patterson, editor, Toledo Blade 

Prof. Glenn Barr, Miami University, Oxford, Ohio 

Franklin W. Wolf, counselor of Embassy, Pakistan 

Charles L. Miller, Insurance Counsel Service, Paterson, N. J. 

George G. Goold, international past president, International Association of Y’s 
Men’s Clubs 

David J. Coughey, past international president, International Association of 
Y’s Men’s Clubs 

Rollo G. Smethers, international president, International Association of Y’s Men’s 
Clubs 

Henry D. Grimes, international secretary-treasurer, International Association of 
Y’s Men’s Clubs 

Jacob E. MecColly, international vice president, International Association of 
Y’s Men’s Clubs 

Augustin Turner, YMCA secretary, retired 

Reginald Bragonier, first secretary, American Embassy, Uruguay 

James E. Brown, Jr., counselor of legation, Bulgaria 

Robert B. Memminger, first secretary, American Embassy, Greece 

Weldon Litsey, American Embassy, Uruguay 

Robert G. Glover, commercial attaché, American Embassy, Venezuela 

John L. Topping, American Embassy, Uruguay 

Charles H. Whitaker, American Embassy, Uruguay 

Stewart G. Anderson, American Embassy, Colombia 

Leslie E. Reed, retired Foreign Service officer 

Richard I. Phillips, American Embassy, Venezuela 

Hector C. Adam, Jr., Foreign Service officer of the United States 

Aubrey E. Lippincott, American consul, Milan, Italy 

Dewitt L. Stora, vice consui, Guadalajara, Mexico 

Robert D. Barton, public affairs officer, Rosario 

William Beal, American vice consul, Vitoria, Brazil 

Augustin W. Ferrin, Foreign Service officer, retired, Virginia 


= 


THe Foreicn SERVICE OF THE UNITED STATES 
or AMERICA, AMERICAN EMBASSY, 


Montevideo, July 11, 1950. 
The Honorable A. 8. J. CARNAHAN, 


House of Representatives. 
My Dear Mr. CARNAHAN: You may recall from your visit here last November 
meeting Tomas J. Zafiriadis, an employee of the Embassy, who assisted your 


ee 





TOMAS J. ZAFIRIADIS 3 


delegation in a variety of ways, and your conversation with some of the Embassy 
officers regarding Zafiriadis’ lifelong aspiration to become an American citizen. 

In order to become an American citizen, Zafiriadis would have to be legally 
admitted into the United States. Unfortunately, this is not possible under our 
immigration laws. Although a Uruguayan citizen, Zafiriadis was born in Turkey 
and brought to this country as an infant. Under the Turkish immigration quota, 
he would be obliged to wait many years before he could hope to be granted an 
immigration visa. He has served the United States with extraordinary loyalty 
and skill for the past 20 years, and we in the Embassy believe that some way 
should be found to reward his faithfulness. The finest gesture we could make 
would be to help him become a citizen of our country. 

Since your visit to Uruguay, we have been in correspondence with a great 
many American citizens who have known Zafiriadis during the past 20 years and 
who have given letters of reeommendation for him. The list of those who have 
been willing to endorse his aspiration to become a citizen includes, in addition to 
State Department personnel who have served here: Admiral Thomas Hart; 
Grove Patterson, editor of the Toledo Blade; and James $8. Kemper, former chair- 
man of the Republican National Committee. I am enclosing the letters of 
recommendation and believe that you wiill find them truly impressive. 

Mr. Hoover, who is a member of the Embassy staff, states that you indicated 
last November your willingness to introduce a private bill to authorize Zafiriadis’ 
admission to the United States without regard to the immigration quota, I 
earnestly hope you may still be willing to introduce such a bill. 

In addition to the file of recommendations I am enclosing a biographical sketch 
of Mr. Zafiriadis. 

Thanking you in advance for your kindness in considering this letter, I am, 

Sincerely yours, 
C. M. RaAvnpbaAL.. 





STATEMENT CONCERNING Mr. Tomas ZAFIRIADIS 


Having been informed of the possibility that a private bill may be introduced 
authorizing the entry into the United States of Mr. Tomas Zafiriadis, I take 
particular pleasure in endorsing this proposal. 

During a period of 2 years, 1947 to 1949, | was Ambassador to Uruguay and 
Mr. Zafiriadis was a member of the chancery staff. I had many opportunities to 
observe both his personality and the quality of his work. A man of the highest 
integrity and character, Mr. Zafiriadis for many years has shouldered responsi- 
bilities increasing in importance in the chancery and has earned the personal 
respect of all those with whom he has come in contact. 

The circumstance of his birth in Turkey, the quota of which is very small in 
comparison with the demand, has been an obstacle thus far to his eniry into the 
United States for permanent residence. In my opinion he is in every respect 
qualified for eventual citizenship in the United States, and that he would reflect 
nothing but credit on his adopted country. 

Evus O. Briccs, 
American Ambassador to Czechoslovakia, 


THE ForREIGN SERVICE OF THE UNITED STATES OF AMERICA, 


AMERICAN EMBASSY, 
The Hague, Netherlands, January 20, 1950. 
To Whom It May Concern: 

Mr. Tomas Zafiriadis was a clerk in the commercial section of the American 
Legation, later American Embassy, in Montevideo, Uruguay, during my tour of 
duty there in 1940-41. I found Mr. Zafiriadis unusually helpful and diligent. 
He is intelligent and has great integrity. Although of Greek origin, he became so 
attached to the interests of the United States Government that at times it was 
difficult not to think of him as an American. 

I hope very much that something may be done to facilitate his entry into the 
United States legally. 

SELDEN CHAPIN, 
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CoMMONWEALTH OF PENNSYLVANIA, 
DEPARTMENT OF JUSTICE, 


Harrisburg, January 13, 1950. 
To Whom It May Concern: 


I understand that Tomas Zafiriadis, of Montevideo, Uruguay, has indicated his 
desire to become a citizen of the United States of America. 

In my opinion, Mr. Zafiriadis deserves the most favorable consideration in 
having his wish fulfilled. If the privilege of American citizenship is extended to 
him, the United States will acquire the allegiance of a most worthy subject who 
through the years has proven his merit in serving his fellow man. 

I first met Mr. Zafiriadis at the International Convention of Y’s Men’s Clubs 
at Toledo, Ohio, in August 1947. Since that time I have had frequent exchanges 
of correspondence with him regarding the work of the Y’s men’s movement. 
Through these experiences with him, I am confident of his ability to uphold the 
high standards of American citizenship, and wish to add to the many others my 
hearty recommendations that the opportunity for such citizenship be extended 
to him. 

Respectfully submitted. 

GeorRGE W. KEITEL, 
Deputy Attorney General, 





THe ForEIGN SERVICE OF THE UNITED SraTes OF AMERICA, 
AMERICAN EMBAssy, 
Copenhagen, Denmark, March 1, 1950. 
To Whom It May Concern: 

I was stationed at the American Embassy, Montevideo, Uruguay, from March 
1942 until November 1947. From early 1945 until my departure I was senior 
Foreign Service officer, and for over 1 year of this period I was in charge of the 
Embassy. 

During all of this assignment I was personally acquainted with Tomas Zafiria- 
dis, who had been employed for many years in the economic and commercial sec- 
tion of the Embassy. I was aware that he had been born in Europe of Greek 
parents, that he had come to Uruguay as a child, and that he had been naturalized 
as an Uruguayan citizen. I was convinced that his greatest aspiration in life was 
to become a citizen of the United States, and that he was prepared to make any 
sacrifice to fulfill this desire. Because of quota restrictions, it was impossible to 
grant him an immigration visa which would have permitted him eventually to 
apply for American citizenship. Nevertheless, so deep was his desire to know 
intimately the country for which he had worked so many years that in 1946 he 
made, for him, the enormous monetary sacrifice of visiting the United States for 
a few months at his own expense. This visit confirmed to him that he could be 
happy and satisfied only if he realized his aspiration to be a citizen of the United 
States. Unfortunately, quota restrictions still prevent his doing so. 

I had considerable opportunity to observe Mr. Zafiriadis’ personal conduct 
and his activities in the economic section of the Embassy. I was able to satisfy 
myself of his outstanding ability as an economic reporter, his industriousness and 
devotion to the interests of the United States, and his unqualified loyalty to the 
Embassy and the American Government. I personally considered him a most 
valuable Government employee, and it was a distinct pleasure for me in reporting 
on his efficiency to rate his performance as excellent. This view was unani- 
mously shared by his superiors, including the then American Ambassador to 
Uruguay, the Honorable William Dawson. 

It is my understanding that it is planned to introduce in the United States 
Congress a private bill to permit the entry of Mr. Zafiriadis into the United 
States without reference to the immigration quota. I cannot too strongly recom- 
mend favorable action on this proposal as a fitting recognition by the United 
States of an unbroken record of faithful and valuable services rendered by Mr, 
Zafiriadis to the American Government over long years of service. 

Epwarp J. SPARKS, 
Counselor of Embassy. 


—S 


_——y 
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In addition, a letter dated March 13, 1951, to the chairman of a 
subcommittee of the Committee on the Judiciary of the House of 
Representatives from the Assistant Secretary of State with reference 
to the case, reads as follows: 

DEPARTMENT OF STATE, 
Washington, March 18, 1941. 
The Honorable Francis E. WaALrer, 
Chairman, Subcommittee on Immigration and Naturalization, 
Committee on the Judiciary, House of Representatives. 

Dear Mr. Water: Reference is made to Mr. Besterman’s letter of March 7, 
1951, wherein, by direction of the subcommittee, he requested a report by the 
Department of State on H. R. 616, a bill for the relief of Thomas J. Zafiriadis. 

According to information available to the Department, Mr. Zafiriadis, a native 
of Turkey and a citizen of Uruguay, having been brought to Uruguay as an infant, 
is a local employee of the American Embassy at Montevideo, Uruguay. The 
quota for Turkey, to which Mr. Zafiriadis is chargeable, is heavily oversubscribed 
and it is anticipated that he would be required to undergo a considerable time of 
waiting before his turn would be reached under the quota 

H. R. 616, if enacted into law, would authorize Mr. Zafiriadis consideration for 
immigration into the United States as if he were a citizen of Uruguay and he 
would therefore not be subject to the quota requirements of the immigration laws. 

Mr. Zafiriadis has a long record of faithful service with the American Embassy 
at Montevideo. The Department recommends the enactment of the proposed 
legislation. 

Sincerely yours, 
Jack K. McFAtt, 
Assistant Secretar / 
(For the Secretary of State). 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (H. R. 616) should be enacted. 


O 
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JOHN REGINALD LEAT 


JUNE 11 (legislative day, May 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 740] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 740) for the relief of John Reginald Leat, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to John Reginald Leat notwithstanding the fact 
that he is mentally defective and afflicted with epilepsy. No quota 
charge is provided for in the bill inasmuch as the beneficiary of the 
bill was born in Canada and is therefore a nonquota immigrant. 
The bill further provides for the posting of a suitable bond as a 
guaranty against the alien becoming a public charge. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 16-year-old native and citizen of 
Canada who last entered the United States as a visitor on August 31, 
1949. His parents were lawfully admitted to the United States for 
permanent residence in 1948 and appear well able to support and 
maintain the child. The beneficiary of the bill has been diagnosed 
as a mentally defective person who is afflicted with epilepsy and is 
therefore inadmissible to the United States. It appears, however, 
that the boy’s condition could be remedied by surgery but that an 
operation was not advisable at this time. 

A letter dated October 25, 1950, to the chairman of the Committee 
on the Judiciary of the House of Representatives with reference to 
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H. R. 8878, which was a bill introduced in the Eighty-first Congress 
for the relief of the same alien, reads as follows: 
OcTORER 25, 1950. 
Hon. EMANUEL CELLER, 
Chairman, Commitiee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear Mr. Cuarrman: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 8878) for the relief of John 
Reginald Leat, an alien. 

The bill would provide that the provisions of the first and ninth categories of 
section 3 of the Immigration Act of 1917, as amended, shall not hereafter apply 
to John Reginald Leat, minor son of Reginald Charles Leat and Mrs. Rita Leat, 
permanent residents of the United States. It would also provide that the alien 
shall be considered to have been lawfully admitted to the United States for 
permanent residence as of August 31, 1949, and that any departure bond out- 
standing in his case shall be canceled. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the alien is a native and citizen of Canada having been born on 
May 15, 1935, in Toronto, Ontario, Canada. On August 17, 1949, the Assistant 
Commissioner of Immigration and Naturalization authorized his admission for a 
period not to exceed 90 days for medical treatment provided he was otherwise 
admissible than as an alien who is mentally defective and as one who is afflicted 
with epilepsy, conditioned upon the filing of a public charge, treatment, and 
departure bond in the sum of $500. Under this authorization the alien was 
admitted at the port of Buffalo, N. Y., on August 31, 1949, as a temporary visitor 
for a period of 90 days. He was granted an extension of his stay to March 1, 
1950. A further extension of 6 months was denied on May 5, 1950, for the reason 
that the alien had not received medical treatment in this country since he had 
last entered, and because he desired to remain in the United States permanently. 
It appears that the alien is afflicted with convulsions which are caused by a scar 
tissue on the brain. Dr. Edward W. Ablon, under whose care the child has been, 
stated that the condition could be remedied through surgery but that an opera- 
tion would not be advisable for at least another 6 months or 1 year. 

On July 11, 1950, Mr. and Mrs. Leat testified that their son has had no formal 
education, as he has been unable to attend school due to his affliction. They also 
stated that they entered the United States as permanent residents on August 20, 
1948, and that Mr. Leat is employed as production manager for Bryan-Branden- 
burg Co. in Los Angeles, Calif., at a salary of $330 a month. 

As a mentally defective person who is afflicted with epilepsy, the alien is manda- 
torily excludable under section 3 of the Immigration Act of February 5,1917. The 
records present no facts which would justify waiving the provisions of this act, 
which were enacted by Congress for the protection of the American people. 

Accordingly, the Department of Justice is unable to recommend the enactment 
of the measure. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 


Congressman Cecil R. King, the author of the bill, appeared before 
a subcommittee of the Committee on the Judiciary of the House of 


Representatives and made the following statement in connection 
with the case: 


I appreciate the opportunity of appearing before your committee this morning 
in behalf of H. R. 740 of the Eighty-second Congress, which is identical with 
H. R. 8878 of the Eighty-first Congress, for the relief of John Reginald Leat. 

John Reginald Leat is the minor child of Reginald Charles Leat and Rita Leat, 
having been born on May 15, 1935, in Toronto, Ontario, Canada. 

In 1948 Mr. and Mrs. Leat and another minor child, Robert Leat, were 
admitted to the United States for permanent residence. John Reginald Leat, 
the beneficiary of H. R. 740, was admitted to the United States for a limited 
period on August 31, 1949, under a $500 departure bond. 

It appears from the files of the Immigration and Naturalization Service that 
John Reginald Leat did not qualify for a visa since he was found to be a mental 
defective which made him ineligible for medical certification in connection with 
his visa application. The boy was found to have a mental age of approximately 
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7 years and medical examination revealed that the condition was associated with 
epileptiform seizures. 

Under the circumstances, therefore, if H. R. 740 is not enacted into law, it will 
mean that John Reginald Leat, a minor child in need of parental love, care, and 
affection, will be unable to join his family in the United States where they now 
have established themselves as permanent residents of the United States. 

Reginald Charles Leat, the father of John Reginald Leat, is gainfully employed 
by the Bryan-Brandenberg Co. of Los Angeles where he is engaged as a salesman 
and office worker at a modest salary of $4,000 per annum. He is buying a home 
located at 1243 West Sixtieth Place, Los Angeles; the price of such home having 
been $7,000, there being a balance due of some $3,000 payable at the rate of $60 
per month. 

Due to family expenses and the cost of purchasing the home, it would be of 
inestimable hardship to request Mr. Leat to send his wife and other minor child 
back to Canada with John Reginald Leat and maintain residences both in the 
United States and Canada. 

I am sure the committee will agree that in the absence of any threat of danger 
to the community in which John Reginald Leat would reside in Los Angeles and 
in view of the certification of his parents that the boy would at no time become a 
public charge, every consideration should be given to the maintaining of family 
unity in this case and that John Reginald Leat be permitted to enter the United 
States as a permanent resident. 

I have submitted to this committee the certification of Dr. Edward W. Ablon 
stating that the child’s physical condition presents no danger to the community. 
In addition, I have submitted a letter from Mr. Reginald Charles Leat, the father, 
certifying his guaranty of support of his son to prevent his ever becoming a public 
charge. 

In addition, I bring to the committee’s attention the report of the Department 
of Justice on the legislation at hand in which it is reported that Dr. Edward W. 
Ablon, under whose care the child has been, stated that the boy’s condition could 
be remedied through surgery, but that an operation was not advisable for another 
6 months to 1 vear. 

It has been the father’s hope for many years to locate himself and his family in 
California where the all-year-around climate, coupled with specialists care for 
his son, might help immeasurably in his recovery. 

According to Mr. William J. Brandenberg, president, Bryan-Brandenberg Co., 
Mr. Reginald C. Leat has already demonstrated great ability, industry, and 
loyalty, as well as all other characteristics desired by an employer. Mr. Branden- 
berg has certified to the United States consul at Toronto, Ontario, that Mr. 
Leat is assured of a long-time permanent employment with his firm in Los Angeles. 
His training in all phases of production, selling, and management of the photo- 
engraving business makes him a keyman in a highly specialized industry in which 
there is a great shortage of skilled employees. 

It is interesting to note from the records that within approximately 1 year of 
admittance to the United States, Mr. Reginald Charles Leat, the father, filed his 
declaration of intention, No. 13693, on June 29, 1949, in the United States district 
court of Los Angeles, Calif., his first step toward becoming a naturalized American 
citizen of this country. 

Those who know him find Mr. Leat to be a sincere, honest, and decent person 
who will undoubtedly be a distinct asset to the United States. 

In the interest of maintaining intact this deserving family under circumstances 
most conducive to the recovery of their minor child and the creation of new 
American citizens most worthy of consideration, I urge favorable consideration 
of H. R. 740 by the committee. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (H. R. 740) should be enacted. 


O 
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McCarran, from the Committee on the Judiciary, submitted 
, the following 


REPORT 


[To accompany H. R. 1268] 
The Committee on the Judiciary, to which was referred the bill 
AH. R. 1268) for the relief of Dr. Jiri Liska, having considered the 


ame, reports favorably thereon without amendment and recommends 
that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Dr. Jiri Liska. The bill provides for an appro- 


priate quota deauction and for the payment of the required visa fee 
and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 28-year-old native and citizen of 
Czechoslovakia who last entered the United States as a visitor in June 
1949. He was formerly employed in the Ministry of Foreign Affairs 
in Czechoslovakia but fled that country when the Communists took 
over. He is presently employed as a secretary by the Council of Free 
Czechoslovakia in Washington, 2. ©. 

A letter dated November 3, 1950, to the chairman of the Committee 
on the Judiciary of the Hintian of Representatives from the Deputy 
Attorney Gene ral with reference to a bill which was introduced in the 
Eighty-first Congress for the relief of the same alien, reads as follows: 


NOVEMBER 3, 1950. 
Hon. EMANUEL CELLER 


Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 
My Dear Mr. CuatrMan: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 8828) for the relief of Dr. 
Jiri Liska, an alien. 
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The bill would provide that Dr. Jiri Liska shall, upon payment of the head tax, 
be considered to have been lawfully admitted to the United States for permanent 
residence at New York City on June 16, 1949. It would also direct the Secretary 
of State to instruct the quota-control officer to deduct one number from the 
appropriate immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Dr. Liska is a native and citizen of Czechoslovakia, having been born 
in Pardubice in that country on June 30, 1922. He entered the United States at 
the port of New York on June 16, 1949, when he was admitted under section 3 (2) 
of the Immigration Act of 1924 as a visitor until December 12, 1949. His appli- 
cation for an extension of his temporary stay was denied. On February 3, 1950, 
deportation proceedings were instituted against him. Further action to enforce 
his departure from this country, however, was ordered held in abeyance pending 
consideration of this bill. 

According to the alien, he completed his elementary and secondary education 
in Bratislava and Prague in 1941 and during that year took up employment 
as a secretary for the Bata Shoe Co. in Prague. He stated that he was sent by 
his employer to Berlin, Germany, on an assignment, where he remained until 
March 1942, when he was sent to Prague for 3 months’ work with another com- 
pany. During the latter part of 1942 he was a student trainee with a wholesale 
foodstuffs company doing business on an export-import basis. During the years 
1943 until 1945 he was employed as a farmhand in a village near Prague. In 
June 1945 he enrolled in the law school of Charles University in Prague, from 
which he received a degree of doctor of laws on January 9, 1948. From October 
1945 until he left Czechoslovakia in July 1948, he was emploved with the Min- 
istry of Foreign Affairs of Czechoslovakia. Dr. Liska stated that because of his 
fear of persecution by the Communists who had taken over control of his country, 
he was forced to leave secretly and go to Germany. From Germany he proceeded 
to Paris, France, where he remained until coming to this country. The record 
indicates that the alien’s father was a colonel in the Czechoslovakian Army until 
1934, when he retired for reasons of health. His mother and father presently 
reside on a farm in Czechoslovakia. Dr. Liska is presently employed in a secre- 
tarial capacity by the Council of Free Czechoslovakia in Washington, D. C. 

The quota of Czechoslovakia, to which the alien is chargeable, is oversubscribed 
for many years, and a quota immigration visa is not readily obtainable. The 
record fails, however, to present considerations justifying the enactment of special 
legislation granting him a preference over other aliens in Czechoslovakia and else- 
where who desire to enter this country for permanent residence. To enact this 
bill would encourage other aliens to enter this country as visitors and then attempt 
to adjust their immigration status to that of permanent residence, thereby gaining 
an unjust preference over the alien who remains abroad in compliance with the 
law until he is issued an immigration visa in his turn. 

Accordingly, this Department is unable to recommend enactment of the measure. 

Yours sincerely, 
Peyton Forp, Deputy Attorney General. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (H. R. 1268) should be enacted. 


cr 
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Mr. McCarran, from the Committee on the Judiciary, submitted 
- the following 


REPORT 
[To accompany H. R. 1791] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 1791) for the relief of Joe Tortolini, having considered the same, 
reports favorably thereon without amendment and recommends that 
the bill do pass. 

PURPOSE OF THE BILL 


The purpose of the bill is to cancel outstanding deportation proceed- 
ings and to grant the status of permanent residence in the United 
States to Joe Tortolini. The bill provides for an appropriate quota 
deduction and for the payment of the required visa fee and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 39-year-old native and citizen of Italy 
who last entered the United States for permanent residence in 1920 
with his mother. He and his mother were subsequently ordered de- 
ported on the grounds that they were connected with the management 
of a house of prostitution. His mother was deported in 1939 and she 
is now deceased. The beneficiary of the bill was granted a rehearing 
on the case and then war conditions prevented his deportation. He 
was admitted to citizenship in 1937 and in 1939 his citizenship was 

‘ranceled because of the above-stated facts. He is presently married 
to a citizen of the United States and a veteran of World War II. He 
has lived in the United States since he was 8 years old and unless the 
present bill is enacted he will be unable to remain in the United States, 
despite the fact that his conduct has been exemplary for the past 14 
years. 





JOE TORTOLINI 





A letter dated March 27, 1950. to the chairman of the Committee on 
the Judiciary of the House of Representatives from the Assistant to 
the Attorney General with reference to H. R. 1590, which was a bill 
introduced in the Eighty-first Congress for the relief of the same alien, 
reads as follows: 

Marcu 27, 1950. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


My Dear Mr. CuarrMan: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 1590) for the relief of Joe 
Tortolini. 

The bill would direct the Attorney General to cancel deportation proceedings 
in the case of Joe Tortolini, of Santa Barbara, Calif., and to refrair fron instituting 
further such proceedings against him based upon the same grounds. It would 
further provide that Joe Tortolini shall be permitted to remain in the United 
States for permanent residence. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the alien named above is a native and citizen of Italy, having been 
born on Grosseto, Toscani, Italv, on May 5, 1912. He entered the United States 
at the port of New York on September 3, 1920, with his mother and was admitted 
for permanent residence. A warrant of arrest in deportation proceedings was 
issued against them, charging that they were subject to deportation under section 
19 of the Immigration Act of 1917 in that they were connected with the manage- 
ment of a house of prostitution. Mrs. Anita Reck, the alien’s mother, now de- 
ceased, was deported to Italy on September 12, 1939, but Mr. Tortolini was 
granted a rehearing and subsequently war conditions prevented his deportation. 

His deportation was more recently ordered deferred pending consideration of 
bills introduced in the Eightieth and Eighty-first Congresses. 

After the alien’s graduation in 1932 from the Santa Barbara, Calif., High School, 
being unable to find work elsewhere, he went to his mother in Guadalupe, Calif., 
where he assisted her in the operation of her hotel, which included a restaurant and 
a bar. It was established that the alien had actively participated for about 4 
years in the illegal activities of the hotel under the direction of his mother. 

The files further reflect that Mr. Tortolini was admitted to United States 
citizenship on September 16, 1937, and that his certificate of citizenship was 
revoked and canceled on June 9, 1939, on the ground that prior to his admission 
to citizenship he had been ordered deported under section 19 (d) of the Immigra- 
tion Act of 1917 on a charge relating to commercial vice. 

In 1936 he was given employment at the McCormick estate in Santa Barbara, 
Calif., where he remained until October 1942. After having made an unsuccessful 
attempt to enlist in the Armed Forces of the United States, the alien was employed 
as a defense worker in San Francisco with the Marinship Corp., until placed in an 
alien detention camp in 1945. His manner, conduct, and work ability were re- 
garded very highly during that time by his employers. Since his release from 
the detention camp he has been working independently as a house painter, and his 
earnings are sufficient to support himself and his wife, who is a citizen of the 
United States and a veteran of World War II. He stated that he has $1,068.75 
invested in war bonds and $400 in a bank deposit. The record reflects many 
favorable reports concerning Mr. Tortolini’s conduct since 1936, and strong 
recommendations made in his behalf by respectable citizens, who believe he was 
a “victim of circumstances.” 

The alien is clearly subject to deportation on a charge specified in section 19 (d) 
of the 1917 act which precludes the granting of administrative relief. Therefore, 
in the absence of special legislation, he cannot remain permanently in the United 
States, though he has lived continuously in this country from his early childhood, 
and regardless of the fact that his conduct has been exemplary for the past 14 years. 

Whether, under the circumstances, the general provisions of the immigration 
laws should be waived in this case presents a question of legislative policy con- 
cerning which the Department of Justice prefers not to make any recommendation. 

Yours sincerely, 


PreyYTon Forp, 
The Assistant to the Attorney General. 








JOE TORTOLINI 3 


Congressman Ernest K. Bramblett, the author of the bill, appeared 
before a subcommittee of the Committee on the Judiciary of the House 
of Representatives and urged the enactment of the bill. He pointed 
out that the grounds for deportation arose while the alien was a minor 
and that the person responsible for his conduct was his mother who 
was deported to Italy in 1939 and is now deceased. 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (H. R. 1791) should be enacted. 


-~ 
wo 
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Mr. McCarran, from the Committee on the Judiciary, submitted 
> the following 


REPORT 


[To accompany H. R. 1799] 


“Phe Committee on the Judiciary, to which was referred the bill 

& (H.’ R.21799) for the relief of Bella and Archie Kennison, having 

~ considered the same, reports favorably thereon, without amendment, 
and recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to pay the sum of $1,471.50 
to Bella Kennison, of Laie, Oahu, T. H., and $7,750 to Archie Kennison 
of Laie, Oahu, T. H., in full settlement of all claims against the United 
States for injuries sustained when they were struck by a vehicle 
driven by personnel of the United States Army, on the island of 
Oahu, T. H., on December 23, 1944. 


STATEMENT 


On December 23, 1944, at about 10:55 a. m., an Army truck, 
operated by an enlisted man on official business, was parked headed 
southeast, on the shoulder on the northeast side of Kamehameha 
Highway in front of Swope’s Repair Shop in Punaluu, Oahu, T. H., 
approximately 50 feet southeast of Haleaha Lane, running southwest 
from Kamehameha Highway. Upon learning that Mr. Swope, whom 
he had stopped to see, was at his home on Haleaha Lane, the Army 
driver backed his truck along the northeast side of the highway until 
he was a short distance northwest of its intersection with Haleaha 
Lane, and then drove diagonally across Kamehameha Highway in a 
southerly direction to enter Haleaha Lane. A 1931 Ford sedan, 
owned by Mrs. Bella Kennison and operated by her husband, Archie 
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Kennison, in which Mrs. Kennison and their minor daughter, Leah 
Kennison, were riding as passengers, was proceeding southeast on 
Kamehameha Highway, approaching the intersection with Haleaha 
Lane, at a speed of about 30 miles an hour. As the Army vehicle was 
crossing Kamehameha Highway, the right front end thereof struck 
the left side of the civilian automobile, which, after traveling 18 feet 
after the impact, turned over on its right side. The civilian car was 
demolished and Mr. and Mrs. Kennison sustained personal injuries. 
Leah Kennison sustained a minor injury. 

The report of the Secretary of the Army, pertaining to a similar bill 
(H. R. 7337) introduced in the Eighty-first Congress but not acted 
upon, contains the following statement: 

The evidence in this case clearly establishes that the sole proximate cause of 
this accident and the resulting property damage and personal injuries sustained 
by Mr. and Mrs. Kennison was the negligence of the Army driver in carelessly 
driving across a main highway without first assuring himself that it was free of 
approaching traffic. The Department of the Army, therefore, believes that these 
claimants should be compensated in reasonable amounts for the damages sustained 
by them. The proposed awards stated in H. R. 7337, $3,176.50 for Mrs. Bella 
Kennison, and $20,000 for Archie Kennison, appear to be somewhat excessive. 
Considering the nature of the injuries sustained bv Mrs. Kennison, which do not 
appear to have resulted in any permanent disability, it is believed that an award 
of $1,471.50 ($204 for damage to automobile; $110 for hospitalization and medical 
expenses; $157.50 for loss of earnings; and $1,000 for personal injury and disfigure- 
ment) would constitute a fair and reasonable compensation for all of the damages 
sustained by her. As to Mr. Kennison, in view of his age, his occupation as car- 
penter, and the nature of his injuries, which appear to have prevented him from 
following such occupation sinee the accident, it is believed that an award in .the 
amount of $7,750 ($250 for hospitalization and medical expenses; and $7,500 for 
personal injury, pain and suffering, permanent disability, and loss of earnings) 
would constitute a fair and reasonable settlement of his claim. 

The present bill (H. R. 1799) conforms with the recommendation 
of the Secretary of the Army in respect to the sums proposed to be 
awarded to the claimants, and in these circumstances the committee 
recommends favorable consideration of the bill. 

The afore-mentioned report of the Secretary of the Army, which is 
dated March 20, 1950, and affidavits executed by each of the claim- 
ants involved herein, which are dated January 26, 1950, are reprinted 
in House Report No. 282, Eighty-second Congress, first session, 
and are incorporated herein by reference. 


O 
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McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 1844} 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 1844), for the relief of Capt. William Greenwood, having 
considered the same, reports favorably thereon, without amendment, 
and recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to pay the sum of $199.68 
to Capt. William Greenwood, United States Air Force, in full settle- 
ment of all claims against the United States for reimbursement of 
expenses incurred by “him in returning his depende - to their home 
in Gatesville, Tex., from the vicinity of Tokyo, Japan, due to an 


emergency. The travel of said de ~pendents was duly authorized by 
regularly issued military orders. 


STATEMENT 


In August of 1945, Captain Greenwood was released from assign- 
ment and duty at Fort Worth, Tex., and thereafter was reassigned to 
duty at Fifth Air Force Headquarters in the Tokyo area. Claimant’s 
dependents subsequently joined him in Japan, pursuant to military 
authorization, sometime in 1946. 

Karly in 1947 Mrs. Greenwood’s mother became seriously ill, at her 
home in Texas, and claimant applied through channels to the Com- 
mander-in-Chief, Far Eastern Command, for authority to return bis 
wife and daughter to the United States under emergency conditions. 
This request was granted, and by orders dated May 13, 1947, issued 
from He adquarters, Fifth Air Force, claimant’s dependents were 
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authorized and invited to proceed by available water transportation 
to the zone of interior for return to their home in Gatesville, Tex. 
Pursuant to such orders claimant’s dependents traveled from Nagova, 
Japan, to Yokohoma, Japan, by rail; thence to Seattle, W ash., ‘by 
United States Army transport; thence to Dallas, Tex., via commercial 
air transport; and thence to Gatesville, Tex., by privately owned 
automobile, during the period from May 20 to June 5, 1947. Their 
travel from Nagoya to Seattle was performed by Government trans- 
portation at no expense to Captain Greenwood. 

The Comptroller General, in a letter to Captain Greenwood dated 
January 7, 1949 (decision B—80820), denied the latter’s claim for the 
regular mileage allowance for the transportation of his dependents 
from the port of debarkation at Seattle to their home in Gatesville, 
Tex. Said denial of the claim was based on a technical interpreta- 
tion of existing regulations to the effect that inasmuch as the travel of 
claimant’s dependents here involved was not incident to a permanent 
change of station on the part of claimant, no authority existed for the 
payment of his claim. It may be noted here that claimant’s overseas 
assignment was completed in March of 1948, less than a year after 
his dependents returned to the United States, and he departed from 
Japan for a permanent change of station, subsequently being assigned 
to Lowry Air Force Base, De nver, Colo. 

The Department of the Army has advised the House Committee on 
the Judiciary that it has no objection to a legislative award of $199.68 
to Captain Greenwood, as provided i in this bill, which represents the 
regular mileage allowance for officers’ dependents based on the dis- 
tance from Seattle to Gatesville recognized by the Department of the 
Army for the computation of such allowance. 

In view of the fact that the travel] of claimant’s dependents was 
performed pursuant to authorization granted by the Commanding 
General of the Far Eastern Command, and incident to orders regularly 
issued by the military headquarters having immediate jurisdiction 
over this claimant, which provided for the transportation of his de- 
pendents at Government expense to their home in Texas, the com- 
mittee recommends favorable consideration of this bill (H. R. 1844). 

A statement by Captain Greenwood pertaining to this claim, a copy 
of the travel orders issued by Fifth Air Force Headquarters for 
claimant’s dependents, and a copy of the subsequent movement orders 
issued to claimant directing his return to the United States, are re- 
printed in House Report No. 204, Eighty-second Congress, first 
session, and are incorporated herein by reference. 


O 
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Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R, 2107] 


> ‘Phe Gommittee on the Judiciary, to which was referred the bill 
AHS. 7407) for the relief of Edward M. Chapman, Roland P. Davis, 
—and theFidelity & Casualty Co. of New York, having considered the 
same, reports favorably thereon, without amendment, and recom- 
mends that the bill do pass. 
PURPOSE 


The purpose of the proposed legislation is to relieve Edward M. 
Chapman, Roland P. Davis, and the Fidelity & Casualty Co. of New 
York, of all liability to pay to the United States the sum of $1,812.09, 
which sum was paid to Edward M. Chapman by Roland P. Davis, as 
certifying officer of the Federal Public Housing Authority under an 
agreement to cancel a lease which was later declared void by the 
Comptroller General. 

STATEMENT 


On May 1, 1944, the Atlanta regional office of the Federal Publie 
Housing Authority entered into a lease with Edward M. Chapman, of 
Atlanta, Ga. for office space in Atlanta. The lease was for a period of 
1 year at a monthly rental of $449.41 with the right to renew annually 
to June 1947. It contained a provision which gave the Government 
the right to cancel the lease upon giving 30 days’ written notice to the 
lessor. The lease also provided that the lessor would make such 
repairs and alterations as were necessary at his own expense. 

The lessor, Mr. Chapman, did not own the premises, but was sub- 
leasing to the Government upon written authorization of the owners 
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Notwithstanding the provision in the form lease that the alterations 
were to be at the lessor’s expense, an oral agreement existed between 
representatives of the agency and the lessor by which the lessor was 
to be reimbursed for the alteration expenses. This oral agreement 
contemplated, according to the contracting officer in this instance, 
that the rental provided in the lease for the first year of occupancy 
would serve to re ‘imburse the lessor for his expenses and that, after 
the first year’s occupancy, the rent would be reduced ac cordingly. 

After the Federal Public Housing Authority had occupied the 
premises for only a short time, that. agency determined that more 
space was needed and the lease with Mr. Chapman should be canceled. 
The agency also concluded that the oral agreement should be honored 
and, accordingly, the cancellation agreement between the lessor and 
the Government provided for the payment of an additional month’s 
rental and the out-of-pocket expenses of the lessor in renovating the 
premises for occupancy. 

In accordance with the cancellation agreement, the certifying officer 
of the agency, Mr. Davis, paid Mr. Chapman the additional rental 
and the sum agreed upon as the out-of-pocket expenses. Subse- 
quently, the General Accounting Office took exception to the payment 
of the out-of-pocket expenses. The housing agency sought to have 
the exception withdrawn, but the General Accounting Office refused. 

Mr. Chapman was informed of the action taken by the General 
Accounting Office, but he refused to make a refund because he felt 
that the payment was in accordance with the intent of the parties to 
the lease. The case was referred to the Department of Justice for 
action on July 11, 1947, and that Department filed suit against Mr. 
Chapman, Mr. Davis and Mr. Davis’ surety. Attempts to effect 
a compromise have failed. However, prosecution of that action is 
now being withheld pending the disposition of this claim. 

The committee does not look with favor on oral agreements which 
contradict the written terms of a contract to which the Government 
is a party. However, it has on occasions recommended relief for 
persons who have been misled by the oral representations of Federal 
employees. In the instant case, the committee feels that what 
appears to be the obvious intent of the parties should have been 
expressed in the written contract. Since it was not, however, the 
committee feels that it would be inequitable to compel a refund from 
Mr. Chapman when the agency involved has acknowledged, by the 
actions of its officials, the justification for the reliance of Mr. C hap- 
man upon the representations of the agency officials. Consequently, 
it is the recommendation of the committee that this bill be considered 
favorably. 

Attached to this report is the report of the Public Housing Admin- 
istration on a bill for the relief of the same persons, which was intro- 
duced in the Eighty-first Congress. Also attached are two affidavits, 
one by Mr. Chapman and the other by the regional comptroller of the 
Federal Public Housing Authority, the contracting officer in this 
instance. 
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Pustic Housinc ADMINISTRATION, 
Hovusinc aND Home FINANCE AGENCY, 
Washington 25, D. C., August 16, 1950 
Hon. EMANUEL CELLER, 
Chairman, House Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

DrEarR CONGRESSMAN CELLER: This supplements my letter of August 9, 1950, 
in which it was stated that a report of the facts concerning H. R. 9188 would be 
furnished to vou as soon as all pertinent information concerning the relief sought 
under this bill had been assembled. 

H. R. 9188, introduced by Congressman Davis of Georgia on July 19, 1950, 
would relieve Edward M. Chapman, Roland P. Davis (former authorized certify- 
ing officer of the Federal Public Housing Authority), and the Fidelity & Casualty 
Co. of New York (surety for Roland P. Davis) of all liability to pay to the United 
States the sum of $1,812.09, representing the amount paid to Edward M. Chapman 
by Roland P. Davis for expenses incurred in renovating premises leased to the 
Federal Public Housing Authority. 

The Atlanta regional office of the Federal Public Housing Authority, on May 1, 
1944, entered into Lease No. HA(4)ph—87 with Edward M. Chapman, Atlanta, 
Ga., for 3,435 square feet of office space in Atlanta, Ga. The lease was for a 
period of 1 year at a rental of $1.57 per square foot with the right in the Govern- 
ment to renew annually to June 1947 and to cancel upon giving 30 days’ written 
notice to the lessor. Under the terms of the lease, the lessor expressly agreed, 
at his own expense, to make such repairs and alterations as were necessary. 
Mr. Chapman did not own the premises, but was subleasing to the Government 
upon written authorization of the owners, C. R. Bell and French Bell. 

The former assistant director for administration of our Atlanta office, Mr. 
C. W. Smedberg, who executed the lease on behalf of the Government, stated 
that prior to the execution of the lease it was orally agreed by the parties that 
the rental of $1.57 per square foot per annum would be paid for the first year of 
the lease in order to reimburse Mr. Chapman for his costs in connection with the 
renovating work specified in the lease, and that it was contemplated that after 
the first vear’s use, the rent would be reduced. 

After the leased premises had been oceupied for only a short time it was de- 
termined by our officials that the space would not be adequate to accommodate 
the needs of that office which was expanding due to the addition of unforeseen 
programs to the regional office. It was also determined that the lease should not 
be canceled without honoring the oral commitment to reimburse the lessor for the 
renovation costs which had been substantially completed prior to the Govern- 
ment’s occupancy of the premises. Accordingly, an agreement for the cancella- 
tion of the lease, effective October 31, 1944, was made between the lessor and the 
Government whereby the Government agreed to pay the lessor $2,261.50. This 
sum included $449.41 as rent due for October 1944 and $1,812.09 as reimburse- 
ment to Mr. Chapman for his actual out-of-pocket expenses in leasing the premises 
to the Government. 

The sum of $1,812.09, referred to above as the amount required to reimburse 
Mr. Chapman as actual expenses in connection with the lease, is computed as 
follows: 


Rent to building owner, 6 months at $150 $900. 00 
Janitor service , 162. 50 
Georgia Power Co 302. 07 
Water cost 38. 76 
Supplies_- 10. 15 

Total operating costs 1, 443. 48 
Alterations ; 3, 065. 07 

Total expenditure by lessor +, 508. 55 


Apply rent May 1 to October 31, 1944, 6 months at $449.41 per 
month : 2, 696. 46 


SOtal. < 00 1, 812. 09 


In accordance with the provisions of the cancellation agreement, there was paid 
to Mr. Chapman the sum of $2,261.50 ($1,812.09 reimbursement and $449.41 
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October rent). Subsequently, the General Accounting Office took exception to 
$1,812.09 of the payment. The Federal Public Housing Authority attempted to 
have the exception withdrawn, but the General Accounting Office statec. that the 
credit in the certifying officer’s account was disallowed on the grounds that since 
the lease specifically authorized the Government to cancel the lease upon 30 days’ 
notice there was no authority to reimburse the lessor for his expenditures, and that 
the written terms of the contract are presumed to express the final understanding 
of the parties. 

In a letter dated February 3, 1947, to the Comptroller General, Mr. Smedberg 
explained that the lease agreement did not express the understanding of the parties 
with respect to the cancellation and requested that the cancellation agreement 
be approved and given full effect. The Diieptaclher General denied this request 
in decision dated May 7, 1947 (B-60706).. Mr. Chapman was informed of this 
action in the matter but declined to make a refund because he felt that the pay- 
ment was in accordance with the original intent of the parties. 

On July 11, 1947, this case was referred to the Department of Justice with a 
request that the Department take action to collect the Government’s claim. 
The Department of Justice proceeded to file suit in the Federal court, Atlanta, 
Ga. Answers were filed on behalf of Roland P. Davis and by Edward M. Chap- 
man on January 29, 1949, and October 25, 1948, respectively. A certified check 
drawn on the First National Bank, Atlanta, Ga., in the amount of $500, payable 
to the United States Treasury, was submitted as an offer in compromise settle- 
ment by Edward M. Chapman. Efforts were made by the United States attorney 
to obtain an offer in compromise from Roland P. Davis and his surety. ‘These two 
defendants took the position that they were secondarily liable and refused to 
make any compromise offer. The Department of Justice requested our comments 
and recommendation in connection with the compromise proposal and we recom- 
mended acceptance of the compromise offer. 

It is understood that prosecution of the action is being withheld by the Depart- 
ment of Justice pending the outcome of legislation now before the Congress 
concerning this case. 

The Public Housing Administration would interpose no objection to the enact- 
ment of H. R. 9188. 

There are enclosed copies of pertinent correspondence and documents. 

Sincerely yours, 


EDWARD M. CHAPMAN AND OTHERS 


Joun Taytor Ecan, Commissioner. 


STaTE OF GEORGIA, 
Fulton County: 

In person before me appeared Edward M. Chapman, who being duly sworn, 
deposes and says: 

Deponent is one of the defendants in suit brought by United States of America 
in the District Court of the United States for the Northern District of Georgia. 
The suit is to recover certain money alleged to have been illegally paid to deponent 
by Federal Public Housing Administration, upon the certification of Roland P. 
Davis, certifying officer. 

The facts with reference to said payment are as follows: 

Deponent is a real estate broker residing in Atlanta, Ga. During April 1944 
deponent was asked by a representative of said Housing Administration to help 
it find office space in Atlanta. This agency was being required to give up the 
space it had and had to move somewhere at once. It was an emergency during 
time of war. 

Deponent found suitable space for the agency but some alterations and addi- 
tional toilets, fluorescent lights, etc., were necessary to meet the requirements of 
the FHA. The owner of the building would not make these alterations and 
additions and would not lease to the Government. 

The FHA officials in Atlanta then begged deponent to lease the premises, make 
the necessary alterations and additions and sublease to FHA. 

An agreement was then made between FHA and deponent (which agreement 
has never been denied, but on the contrary is still recognized by FHA and was 
complied with by the payment to deponent of the money now sued for) that 
deponent would lease the premises, make the required alterations and additions, 
sublease to the FHA, and that the FHA, in addition to the agreed rent, would 
pay an additional sum monthly until deponent was reimbursed for his outlays 
in equipping said premises for the FHA. 

The lease signed between the FHA and deponent was on a regular Government 
form, contained a cancellation clause and did not recite the above agreement, but 
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provided for the agreed scale of rental including the monthly amount to reimburse 
deponent for said outlays. 

Jeponent was assured by the regional comptroller of said agency, C. W. 
Smedberg, and the legal staff of said agency, that the agreement with deponent 
would be fully complied with and full repayment would be made to deponent for 
said outlays, regardless of any possible cancellation of the lease. 

ae lease from deponent to FHA was dated May 1, 1944. It was canceled 

: FHA in September 1944 when said agency found it needed larger quarters. 

At the time of said cancellation FHA recognized fully its obligation to pay to 
deponent the unpaid balance due deponent on said outlays, and accordingly a 
cancellation agreement was prepared by said agency in which liability to deponent 
in the amount of $2,261.50 was admitted, some of this being for rent, but $1,812.09 
being for reimbursement to deponent of the balance due deponent for said outlays. 

The certifying officer, Roland P. Davis, approved this payment and it was 
accordingly made to depone nt. 

Years later the suit referred to above was filed against deponent, the certifying 
officer and his bonding company ‘‘for moneys had and received to which he 
(deponent) was not entitled.”’ 

Deponent points out that the exact opposite is true. The money paid to 
deponent was money which the Government agency admitted that it owed 
deponent; it was money “‘to which the Government was and is not entitled.” It 
represented no profit to deponent but was a debt incurred at the urgent request of 
this Government agency in an emergency in which it was involved in time of war. 

The Government in its suit does not deny these facts or urge any other facts 
but says in substance that the transaction, which was handled by the lawyers of 
the FHA, was not handled in a legal way, which now gives the Government a 
chance to repudiate its agreement and recover money to which it is not entitled. 

The regional comptroller of the Atlanta office at the time of these transactions 
was C. W. Smedberg, and an affidavit from him is being submitted along with this 
affidavit. 

The United States district attorney for the northern district of Georgia, where 
the said suit is pending, and the assistant United States district attorney handling 
said case have verified the above facts and have written to the office of the United 
States Attorney General in the strongest possible language recommending that 
said suit be dismissed, but such action was refused. 

Deponent wishes to stress again that he did-not own the premises leased to the 
FHA; that he made the alterations in the premises required by the FHA and 
paid for same not to make a profit but to render a patriotic service to the Govern- 
ment in time of war; that he received no benefit from the equipment provided, 
nor was any of said equipment ever returned to deponent; that he made a final 
settlement with said FHA whereby the amount then due deponent was paid to 
deponent, and that there is now no reason in fact or in equity why said settlement 
should be upset by court action and the Government allowed to recover money 
from deponent which deponent does not owe to the Government, even though the 
Government may have some technical basis in law for its suit against deponent. 

And further deponent saith not. 

Epw. M. CHAPMAN, 
De pone nl. 


Sworn to and subscribed before me this 5th day of September 1950. 


SEAL] toy M. Brown, 
Notary Public, State of Georgia. 


STATE OF GEORGIA, 
Fulton County: 

In person before me appeared C. W. Smedberg, who being duly sworn deposes 
and says: 

That in May 1944 deponent was regional comptroller, Federal Public Housing 
Authority, located in Atlanta, Ga. 

Deponent says that he has read the affidavit made by Edward M. Chapman 
dated September 5, 1950, and that the facts stated therein are true. 

Deponent says that in May 1944 it was necessary to find office space for the 
Finance and Accounts Section, region 4, of the Federal Public Housing Authority, 
as said section was being forced to give up space it previously had and as the move 
had to be made on short notice, said Authority was faced with an emergency. 

Deponent says that F ‘\dward M. C hapman found suitable Office space for said 
Authority, but as considerable renovating work was necessary and as the owner 
of said property would not do said work and lease the premises to the Government, 
said Chapman was persuaded to do said work at his own expense and then sublease 
the space to the Government, which was done. 
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Deponent says that at the time said sublease was made there was an oral 
agreement made with Chapman that he would be fully reimbursed for his outlay 
in fitting up said space as required by said Authority. 

Deponent says that some months later when said sublease was canceled by the 
Government, said Authority, recognizing fully its agreement with said Chapman, 
undertook to discharge its obligation to Chapman and made an “agreement to 
cancel” said sublease wherein the remaining amount due Chapman for said outlays 
was admitted to be due him and was accordingly paid to him. 

Deponent says that the entire matter could have been handled in a legal way if 
the original sublease with Chapman had been reformed so as to make it speak the 
intent of the parties and include the agreement with Chapman that regardless of 
any cancellation of said sublease, he was to be paid in full for his said outlays. 

Deponent gives below extracts from a letter written by deponent to Lindsay (¢ 
Warren, Comptroller General, dated January 30, 1947, giving a full report of said 
matter and a review of the facts as outlined above: 

“Reference is made to letter dated October 16, 1946, file A MCW-—CD, from 
W. J. Kalnoski * * * disallowing $1,812.09 as payment for the cost of 
alterations, improvements, and repairs under agreement to cancel lease HA (4 
ph-87 with Edward M. Chapman * * *. The payment was disallowed 
because of the written terms of the lease. However, the lease as written did 
not express the full agreement between the parties existing at the time of the 
execution of the written lease. 

“We should have brought the matter to your attention with a request that 
the lease be reformed to express the entire agreement between the parties * * * 

“The part of the original agreement which should have been incorporated in 
the lease at the time of its execution, together with the surrounding facts and 
circumstances, was as follows: 

“<The acquisition of this office space was necessary for the accommodation of 
the Finance and Accounts Section, Region 18, of the Federal Public Housing Au- 
thority, and at the time it was difficult to find office space in the city of Atlanta, 
Ga. Considerable renovating work was necessary to accommodate the leased 
premises for our purpose. Accordingly, in the negotiation of the lease, it was 
orally agreed between the parties that the rental of * * * $449.41 per month 
would be paid for the first vear of the lease in order to reimburse the lessor for the 
cost of the renovation and it was contemplated that after the first vear’s use, the 
rent would be accordingly reduced! The lessor was assured that the lease would 
not be canceled so as to deprive him of the reimbursements anticipated from the 
rental for the cost of renovation. The lease, in the first instance, should have con- 
tained such a provision in order to express the intention of the contracting parties 
However, it was anticipated that the Government would continue to cecupy the 
premises during the full term of the lease and, therefore, the immediate need for 
the reformation of the lease was not apparent. 

‘ ‘Soon after the occupancy of the leased premises the activities of the Finance 
and Accounts Section were expanded * * * and the leased premises became 
inadequate *. * * necessitating the cancellation of this lease * * *. It 
was the opinion of Mr. Philip M. Klutsnick, then Commissioner of the Federal 
Public Housing Authority, Mr. John P. Broome, Regional Director, Federal 
Public Housing Authority, and the writer, as Regional Comptroller, Federal 
Public Housing Authority, and as contracting officer in this instance, that the 
cancellation should not be made without honoring our oral commitment and 
agreement as stated above whereby the lessor would be reimbursed for the cost 
of renovation. Accordingly, the agreement to cancel the lease entered into on 
September 30, 1944, embodied these items and if approved by you, will, in effect, 
amount to a reformation of the lease, in accordance with the original intent and 
agreement of the contracting parties. 

“In view of the foregoing, it is respectfully requested that the cancellation 
agreement be approved and given full effect’.”’ 

Deponent therefore is still of the opinion that the payment made to Chapman 
to reimburse him for the said outlays made by him was proper and in accordance 
with the agreement made by said Authority, and that the claim of the United 
States of America against said Chapman should be withdrawn. 

Further deponent saith not. 

C. W. SMEDBERG, 
Deponent. 


Sworn to and subscribed before me this 5th day of September 1950. 


[SEAL] Roy M. Brown, 
Notary Public, State of Georgia, 
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MR. AND MRS. EMIL SBARBORI ET AL. 
JUNE 11 (legislative day, May 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 2363] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 2363) for the relief of Mr. and Mrs. Emil Sbarbori, Edna 
Perfetti, and Anthony Perfetti, having considered the same, reports 
favorably thereon, without amendment, and recommends that the 
bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to pay the sum of $375 
to Mr. and Mrs. Emil Sbarbori, of Jersey City, N. J.; to pay the sum 
of $125 to Edna Perfetti, of Union City, N. J.; to pay the sum of $20 
to Anthony Perfetti, of Union City, N. J., in full settlement of all 
claims against the United States for personal injuries and medical 
expenses sustained as a result of a collision on September 6, 1943, on 
Route No. 25, Elizabeth, N. J., between an automobile in which they 
were passengers and a United States Navy station wagon, No. 17791, 
driven by a Navy employee, operating from the United States Navy, 
Department of Supervisor of Shipbuilding, 11 Broadway, New York, 
es 


STATEMENT 


This bill provides compensation to the named persons for personal 
injuries, hospital and medical expenses sustained by them as a result 
of a collision between the two automobiles in which they were pas- 
sengers and a Navy station wagon being operated on official business. 
The accident was caused by the complete failure of the brakes on the 
Navy station wagon, and the Navy Department admits its liability. 
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These persons have previously been compensated for the property 
damage suffered by them through an appropriation contained in the 
First Deficiency Appropriation Act of 1944. 

Complete details concerning the accident, as well as the injuries 
sustained by these claimants, are contained in House Report No. 424, 
Eighty-second Congress, first session, and need not be reprinted here. 


Ct 
VY 








Fs 





Calendar No. 387 


82p CoNGRESS t SENATE REporT 
Ist Session No. 401 


MICHAEL POST-POSNIAKOFF AND ZINAIDA 
POST-POSNIAKOFF 


JUNE 11 (legislative day, May 17), 1951.—Ordered to be printed 


Carran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


. : [To accompany H. R. 2372] 


~The Committee on the Judiciary, to which was referred the bill 
(H. R. 2372) for the relief of Michael Post-Posniakoff and Zinaida 
Post-Posniakoff, having considered the same, reports favorably 
thereon without amendment and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Michael Post-Posniakoff and his wife, Zinaida 
Post-Posniakoff. The bill provides for appropriate quota deductions 
and for the payment of the required visa fees and head taxes. 


STATEMENT OF FACTS 


The beneficiaries of the bill are 54- and 41-year-old natives and 
citizens of Russia and Poland respectively. They last entered the 
United States for a temporary period on July 7, 1949. They have 
been living in Shanghai, China, since 1923 and from 1925 until 1949 
Mr. Post-Posniakoff was employed on various newspapers in Shanghai. 
Mrs. Post-Posniakoff has two sisters in the United States, one residing 
in Los Angeles, Calif., and the other residing in Washington, D. C. 

A letter dated March 10, 1950, to the chairman of the Committee 
on the Judiciary of the House of Representatives from the Assistant 
to the Attorney General with reference to H. R. 6526, which was a 
bill introduced in the Eighty-first Congress for the relief of the same 
aliens, reads as follows: 
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, 


Marcu 10, 1950. 
Hon. EManvugt CELLER, 


Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


My Dear Mr. CuartrMan: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 6526) for the relief of Michael 
Post-Posniakoff and Zinaida Post-Posniakoff, aliens. 

The bill would direct the Attorney General to record the lawful admission for 
permanent residence of Michael Post-Posniakoff and Zinaida Post-Posniakoff as 
of July 6, 1949, upon the payment of the required visa fees and head taxes. It 
would also direct the Secretary of State to instruct the quota-control officer to 
deduct two numbers from the appropriate immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Michael Post-Posniakoff, who spells his name ‘‘Post-Posnikoff,”’ is a 
native and citizen of Russia, having been born in Odessa, Russia, on September 
16, 1896, and that his wife, Zinaida, is a native and citizen of Poland, having been 
born in Troki, Poland, on July 25, 1909. They entered the United States at the 
port of San Francisce as passengers on the steamship President Wilson on July 7, 
1949, when they were admitted for 60 days as transients under section 3 (3) of 
Immigration Act of 1924. At a Board of Special Inquiry hearing they stated 
that they would prefer to remain in the United States, but if that is not possible 
they would attempt to proceed to some nearby country and remain until they 
could obtain immigration visas. They have overstayed the period of their 
admission as transients and are unlawfully in this country at the present time. 
Proceedings to enforce their departure, however, were ordered held in abeyance 
pending consideration of this bill. 

The files further reflect that according to Mr. Post-Posnikoff he left Odessa, 
Russia, during the revolution in 1918 with the intention of joining his brother 
in Brooklyn, N. Y., when upon reaching Vladivostok he found that there were no 
ships sailing, and thereupon proceeded to Harbin, Manchuria, where he resided 
until 1923, when he proceeded to Shanghai, where he remained until he departed 
for the United States. He stated that from 1925 until 1949 he was employed 
in printing and advertising work in Shanghai for such newspapers as the North 
China Daily News and Herald, the China Times, the King-Degaw International 
Advertising Co., and the China Evening Post. He presented a letter of favorable 
recommendation from the advertising manager of the China Evening Post, where 
he was last emploved, Upon their arrival in this country the aliens were destined 
to the home of Mrs. Post-Posnikoff’s sister in Beverly Hills, Calif., and they are 
presently residing in Los Angeles. The record indicates that Mr. Post-Posnikoff 
has been married three times. His first marriage was terminated by the death 
of his wife and the second by divorce. He stated that his mother resides in 
Sydney, Australia. Mrs. Post-Posnikoff has been married twice, her first mar- 
riage having been terminated by death. She stated that for 2 years prior to her 
departure from China she was emploved as linen keeper in the Metropole Hotel 
in Shanghai. She has two sisters in this country. According to the record, the 
aliens are not gainfully employed at the present time, have about $90 in cash, 
and are dependent upon their relatives in this country. 

The quotas of Russia and Poland, to which the aliens are chargeable, are over- 
subscribed, and quota immigration vis2s are not readily obtainable. The record, 
however, fails to present considerations sufficient to justify the enactment of 
special legisiation granting them a preference over other aliens abroad who are 
awaiting an opportunity to come to this country for permanent residence. 

Accordingly, this Department is unable to recommend enactment of the 
measure. 

Yours sincerely, 
Peyton Forp, 
The Assistant to the Attorney General. 


Congressman John J. Rooney, the author of the bill, appeared 


before a subcommittee of the Committee on the Judiciary of the 
House of Representatives and made the following statement: 


Briefly, to summarize the case, Mr. and Mrs. Post-Posniakoff were forced to 
flee Shanghai during the impending siege of that city by the Reds around the 
middle of May 1949, leaving behind them all of their possessions. Mr. Post- 
Posniakoff had lived in Shanghai since the early 1920’s, and his wife since around 
1932 or 1933. They managed to get to Canton, which soon thereafter also 
became a danger area. While they were in Canton—for a month or so—lI ar- 
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ranged for and prepaid their passage to the United States in order to get them out 
of the danger zone, and with the thought of their subsequently acquiring visas to 
a third country where they could await their regular quota numbers. They 
arrived in San Francisco July 7, 1949, on the steamship President Wilson. 

At about that time the Congress began consideration of amendments to the 
Displaced Persons Act of 1948, and Judge Kerr of North Carolina was kind enough 
to introduce H. R. 6526, Eighty-first Congress. No action was requested on this 
bill because as consideration of amending legislation unfolded it became evident 
that these people would qualify for permanent entry, and subsequently did 
qualify under what is now section 3 (b) (2) of the Displaced Persons Act, as 
amended. The fact that they do qualify may be confirmed by both the Immi- 
gration and Naturalization Service and the Visa Division of the Department of 
State. 

Since their arrival, I did give this couple financial assistance. Mr. Post- 
Posniakoff has been a printer most of his life, but had difficulty securing employ- 
ment because he did not belong to any union. Finally, he did manage to get 
temporary employment, was taken into the Los Angeles Typographical Union, 
Local No. 174, and was last employed by the Citizens’ Printing Shop in Los 
Angeles. 

It was during this employment that a voluntary mass X-ray campaign was ccn- 
ducted in Los Angeles, as a result of which Mr. Post-Posniakoff was told he had a 
spot on one of his lungs. He is at present in the Los Angeles Sanatorium, but 
apparently has an arrested or extremely mild case because after only 3 or 4 months 
in that institution he was given a 48-hour leave. This happened about a month 
ago. His wife is now employed at the Wolfe-Brown Co., Los Angeles, makers of 
Army uniforms and trim, and is self-supporting. 

In summary, the couple is qualified for entry, but neither of them is in position 
to leave the country for reentry purposes by this coming June 30, after which date, 
I understand, the privilege will be lost to them. The bill you gentlemen are now 
considering would save this privilege for them. Both individuals are honorable 
and industrious, would make good citizens, and the man is practically assured of 
opportunities in his profession after he recovers from his illness. 


The files of the Committee on the Judiciary of the House of Repre- 
sentatives also contain the following additional facts relating to the 
beneficiaries of the bill: 


ADDITIONAL FACTS CONCERNING BENEFICIARIES, H. R. 


2372 


edi’ 


Mr. Post-Posniakoff was born in Odessa, Russia, on September 16, 1896. 

Mrs. Post-Posniakoff was born in Troki, Poland, on July 25, 1909. 

Mr. Post-Posniakoff was employed in printing and advertising work in Shanghai 
from 1925 to 1949. He has excellent employer recommendations. Once stated 
that he has not lost a day of work (in China) in 25 vears. 

Although a citizen of Russia, Mr. Post-Posniakoff did not have a Soviet pass- 
port until 1947. He was stateless since 1918 (29 years), but in 1947 rumors circu- 
lated in Shanghai that the Soviet Government would ask the Chinese Government, 
as a friendly act, to deport all White Russians (political refugees) to the border of 
U.S. 8. R., but allow Soviet citizens to remain. His first visa application to the 
American consulate in Shanghai verifies his stateless position. Records also show 
that he subsequently requested the consulate to amend his visa application so as to 
indicate that he took out a Soviet passport. 

Mrs. Post-Posniakoff has two sisters in this country. One resides in Los 
Angeles and is employed by the FBI. The other is the wife of C. D. Orescan of 
Washington, D. C. Both Mr. and Mrs. Orescan are former employees of the 
FBI. 

Mr. Devaney, Assistant Commissioner of Immigration and Naturalization 
Service, can confirm decision that beneficiaries qualify under provisions of the 
Displaced Persons Act, as amended. As a matter of fact, Mr. Devaney was of 
assistance in getting beneficiaries to execute preexamination forms. Mr. Alex- 
ander, and more specifically, Mr. Burt of the Department of State, can confirm 
their qualification under the DP Act, as amended, for the Department of State. 

Both individuals are stateless at present. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (H. R. 2372) should be enacted. 


O 
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AN, from the Committee on the Judiciary, submitted 


the following 


REPORT 


[To accompany H. R. 2453] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 2453) for the relief of John R. Harris, having considered the 
same, reports favorably thereon, without amendment, and recom- 
mends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to pay the sum of $201 
to John R. Harris, of Scranton, Pa. The payment of such sum shall 
be in full settlement of all claims against the United States for reim- 
bursement of the cost of travel performed by his wife, Mary P. Harris, 
from Scranton, Pa., to Paris, France, in March 1948, while he was 
serving in Paris as an officer with the Quartermaster Corps, Head- 
quarters, American Graves Registration Command, European area. 


STATEMENT 


The claimant in this case, then a lieutenant colonel stationed in 
Paris, France, requested permission from the proper authorities to have 
his wife transported from the United States to his station in Paris in 
accordance with Army regulations. At that time permission was 
denied him on the ground that he was ‘‘over age in grade’’, and it was 
expected that he would be relieved from duty and returned to civilian 
life in the near future. The claimant then had his wife proceed to 
Paris at his expense. Subsequently, the Department of the Army 
issued instructions under which he was placed in a new category 
and allowed to remain in the service for a longer period of time. 
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Thereafter when orders were issued to the claimant to return to the 
States, his wife was furnished return transportation at Government 
expense. 

The claimant filed application with the Department of the Army 
for reimbursement for his wife’s expenses on her initial trip overseas, 
which claim was denied by the General Accounting Office. However, 
that same office in a letter dated October 2 and addressed to the chair- 
man of the Judiciary Committee of the House of Representatives 
states that it would have no objection to an approval of a bill in this 
amount on an equitable basis. 

Complete details relating to this claim are contained in House 
Report No. 425, Eighty-second Congress, first session, and need not 
be reprinted here. 

O 
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QUON MEE GEE, ALSO KNOWN AS LOUI SIU LIN 
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. McGarran, from the Committee on the Judiciary, submitted 
a ac 


— & the following 


REPORT 


[To accompany H. R. 2852] 


ZThe Committee on the Judiciary, to which was referred the bill 


. R. 2852) for the relief of Quon Mee Gee, also known as Loui Siu 
Lin, having considered the same, reports favorably thereon without 
amendment and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to enable the stepchild of a United States 
citizen to enjoy the status of a nonquota immigrant which is the status 
normally enjoyed by the alien minor children of citizens of the United 
States. 

STATEMENT OF FACTS 


The beneficiary of the bill is the 7-year-old stepdaughter of Tai 
Hung Leon. The child’s father was killed in the Chinese-Japanese 
war. Subsequently, Tai Hung Leon, a native-born citizen of the 
United States, married the mother of the beneficiary of the bill. The 
mother has been admitted to the United States as a nonquota immi- 
grant and is residing with her husband in Honolulu, T. H. Without 
the benefit of this legislation the minor beneficiary of the bill will be 
unable to join her mother and stepfather in Honolulu. 

Delegate Joseph R. Farrington, the author of the bill, appeared 
before a subcommittee of the Committee on the Judiciary of the House 
of Representatives and made the following statement: 
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SraTEMENT OF JosEPH R. FARRINGTON, DELEGATE IN CONGRESS, FROM THE 
TERRITORY OF Hawall 


I introduced H. R. 2852, a bill for the relief of Quon Mee Gee, also known as 
Loui Siu Lin. 

Quon Mee Gee, also known as Loui Siu Lin, was born in Canton, China, on 
September 16, 1943. Her mother, Chim Loui Leong, was born in Canton, China, 
on November 14, 1924. Her father, Quon Sau Lan, was killed in the Chinese- 
Japanese war. She is the stepdaughter of Tai Hung Leon, an American citizen, 
who was born in Honolulu on August 18, 1899. He has lived in Honolulu all his 
life. Mr. Leong is the supervisor of the Hawaiian Pineapple Co.’s printing 
department and has worked for the company for 31 years. 

Two years ago Chim Loui Leon was visiting in Honolulu and met and married 
Tai Hung Leong on June 14, 1949. Immediately following the marriage she 
returned to China to rejoin her daughter. In December 1950, Mrs. Leong 
returned to her husband in the Territory of Hawaii, as a permanent resident. 
However, she was unable to bring the child with her and has been forced to leave 
her in the care of relatives. Naturally, the separation is causing the mother much 
mental anguish, especially in view of the turmoil that is China today. As the 
child has an unusually strong bond of affection for her mother, she very much 
feels the separation that has been forced upon her. 

Tai Hung Leong agrees to adopt Quon Mee Gee as his own daughter and has 
signed an affidavit to this effect which has been filed with the committee. 

No application for a visa has been filed with the American consulate at Hong 
Kong as the parents feel it would be futile, the Chinese quota being so very 
restricted and heavily overissued at the present time. 

Inasmuch as the child has no one to whom she can turn but to her one natural- 
living parent in this country and her stepfather, who wants her as a member of his 
family as his natural-born daughter, it seems she should be permitted to join her 
parents in the United States. 


Mr. Farrington also submitted the following letter from the step- 
father of the beneficiary of this legislation: 


HAWAIIAN PINEAPPLE Co., LTD., 
Honolulu, T. H., January 31, 1951. 
Hon. JosepH R. FARRINGTON, 
House of Representatives, Washington, D. C. 

Dear DeL_ecaTE FARRINGTON: My name is Tai Hung Leong. It is a Chinese 
name, but I am an American. 

I was born in Honolulu on August 18, 1899. I have lived here all my life. 

For the past 31 years I have been employed by the Hawaiian Pineapple Co. 
(Dole), the largest processor of pineapples in the world. 

Two years ago I married Chim Loui Leong, who was born in Canton, China, 
November 14, 1924, and was, at the time of our marriage, visiting in Honolulu. 
She is a widow of Quon Sau Yan, who was killed during the war, and has one 
daughter in Hong Kong, Quon Mee Gee, born in Canton, September 16, 1943. 

As you can well understand, the separation of mother and daughter has caused 
them both much mental anguish. Quon Mee Gee is now living with relatives in 
Hong Kong, but relatives are not a mother. 

Both mother and daughter have unusually strong love for each other; they 
want to be together here in Honolulu, in the United States, and not have the 
7-year-old girl remain in the turmoil that is China today. In Hong Kong, Quon 
Mee Gee is not only deprived of her mother’s love and care, but also of proper 
educational and recreationa! facilities. Her character already has been matured 
by much sadness. 

That is why I would like to bring her to Honolulu, to her mother—and as 
soon as I can legally adopt her—to a father. I want her to make our family 
more complete in every way. 

I have a good job as supervisor of the Hawaiian Pineapple Co. printing depart- 
ment, I have many friends of all races and creeds in Honolulu, and I pride myself 
in being a good Ameriean citizen who is well regarded in the community. I 
can provide Quon Mee Gee with proper food, a home that I own, an education, 
and all the things she should have in her mother’s household. 

In making it possible for her to come to the United States you will be per- 
forming a deed for which her mother and I will forever owe a debt of gratitude— 
both to you and to your fellow Congressmen. 
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The greatness of this Nation lies in the fact that amidst all the grave and vital 
issues today facing our Congress, they will take the necessary steps, I am con- 
fident, to return a lonely child to her waiting mother. 

Respectfully yours, 
Tar Hune LEonG. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill H. R. 2852 should be enacted. 


O 














Calendar No. 390 


82p CoNGRESS SENATE f Report 
Ist Session No. 404 











CHIN YUEN LING 


MICH. 


<4 


rFUNE 11 (legislative day, May 17), 1951.—Ordered to be printed 


Z 


, 
— 


UNIV. OF 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 3133] 


The Committee on the Judiciary, to which was referred the bill 


(H. R. 3133) for the relief of Chin Yuen Ling, having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to enable the minor alien child of a citizen 
of the United States to enter the United States as a nonquota immi- 
grant which is the status normally enjoyed by alien minor children 
of citizens of the United States. 


STATEMENT OF FACTS 


The beneficiary of the bill was born in Hong Kong, China, on 
October 16, 1949, and is the daughter of Chin Yook Can, a citizen of 
the United States. The child did not derive United States citizenship 
through her father inasmuch as her father did not have the necessary 
residence in the United States as required by law. The mother of 
the beneficiary of the bill has been admitted to the United States as 
a nonquota immigrant as the wife of a citizen of the United States. 

Congressman Henry M. Jackson, the author of the bill, appeared 
before a subcommittee of the Committee on the Judiciary of the 
House of Representatives and submitted the following statement: 
R. 3133, 


STATEMENT BY REPRESENTATIVE Henry M. Jackson ReGarpING H. 
4 


FOR THE RELIEF OF CHIN YUEN LING, A Minor UNMARRIED CHILD OF 

Unitep States Cirizen 

I have introduced this bill at the request of the child’s parents who are now 
residing at Bellingham, Wash. This child is approximately 2 years old and is 
presently being taken care of by a relative in China. The father is an American 
citizen and the mother has been admitted to this country on an immigration visa. 
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Shortly after the marriage, the mother made application for her immigration 
visa, and in my opinion her visa application was delayed through no fault of her 
own, because at that time the files of the Department of State were being trans- 
ferred from Canton to Hong Kong. Normally the application for a visa would 
have been granted within a reasonable period and would, therefore, have been 
issued to the mother before the child was born. 

In my opinion, there can be no doubt that this is a very meritorious measure, 
and I feel that this child should be admitted to the United States in order that she 
may be with her parents. I am informed that the parents are financially able 
to take care of and raise this child. 

I firmly believe that this child, being of such a tender age, should be returned 
to the custody and protection of her natural parents. 


Henry M., Jackson, M. C. 


In addition, Congressman Jackson submitted the following letter 
containing additional information: 


SeaTrLe 4, Wasu., February 23, 1951. 


In re Chin Yuen Ling, infant daughter of Chin Yick Goon, and wife Dong Hing 
Shu, grand daughter of Chin Yook Can, of Bellingham, Wash. 


Hon. Henry M. Jackson, 
1428 House Office Building, Washington, D. C. 


Dear CONGRESSMAN: Your attention is invited to correspondence between 
Mr. George Hunsby of the American Legion at Bellingham of a year or more ago 
with respect to this matter. 

The matter is being taken up direct with you in order to save time and to 
present the facts, and you may rest assured that your consideration will be 
greatly appreciated. : 

Chin Yick Goon was born in China on February 20, 1931, and arrived in this 
country on February 15, 1937, when he was admitted as a citizen under RS 1993, 
son of a citizen named Chin Yook Can who operates a restaurant on Cornwall 
Street, Bellingham, Wash. 

Chin Yick Goon went to China during December 1947 and returned April 27, 
1949. He was married in Hong Kong on January 14, 1949, to Dong Hing Shu. 

For the purpose of bringing the wife to this country, an application on Form 
I-133, dated May 21, 1949, under section 4 (a) of the Immigration Act of 1924, 
as amended (8 U. 8. C. 204a), was filed with the local Immigration Service office 
for investigation and to be forwarded through the Commissioner of Immigration 
and Naturalization at Washington, D. C., and the Passport Division of the State 
Department to the American Consular Service at Hong Kong and/or Canton. 
This form was unnecessarily and unreasonably delayed by the local immigration 
office until August 5, 1949, when it was forwarded to Washington where it was 
again delayed by the Commissioner of Immigration to September 15, 1949, as 
per approval notice made an exhibit. 

A supplementary application-affidavit is required in Chinese cases, copy of 
which is enclosed, was forwarded in due course to the consulate in China. The 
consulate at Canton was closed in August 1949 and all files were shipped to Hong 
Kong. 

Copy of my letter to the consulate at Hong Kong of October 11, 1949, and 
original reply letter of October 28, 1949, are enclosed for general information. 

The subject of this correspondence is the infant daughter named Chin Yuen 
Ling, born sooner than expected in Hong Kong October 16, 1949, to Chin Yick 
Goon and his wife, Dong Hing Shu. 

The infant daughter cannot come to the United States as the child of a citizen 
in view of the restriction section 201 (g) of the Nationality Act of 1940 (80S. C. 
601). The quota for alien Chinese is fixed at 105 and is oversubscribed for more 
than 7 years, but relief under the quota is so far-fetched for other reasons that. 
application for same would not be worth while considering. 

The mother of the subject in order to join her husband in this country left the 
subject with relatives and arrived alone in this country February 20, 1950, with 
the belief that every effort would be made to have the child come at a later date. 

The point is that if the Immigration Service and the State Department acted 
promptly as the law expects the visa would have been granted to the mother 
and she would have arrived in this country before the subject was born. 

It is realized that this proposition is a big job and really too much to ask of you 
(but there is no other course), even though meritorious and humane—separation 
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of an infant from parents—which would have been avoided had the Government 
agencies done what they should have done within a reasonable time. 

The parents of the subject have requested that you be fully advised in the hope 
that you will be willing to introduce a bill to permit the subject to come to this 
country as a nonquota alien. 

You no doubt will recall that two children of a Chinese of Yakima were author- 
ized last year to come to their father and stepmother. 

With very best wishes, 

Yours truly, 
J. P. SANDERSON, 


The following letter, addressed to Congressman Jackson by the 
American consul general in Hong Kong, explains the long delay in the 
issuance of a visa to the mother of the beneficiary of this bill: 


THE FoREIGN SERVICE OF THE UNITED STATES OF AMERICA, 
AMERICAN CONSULATE GENERAL, 


Hong Kong, October 28, 1949. 
Hon. Henry M. Jackson, 


House of Representatives, Washington, D. C. 

My Dear Mr. ConcressMan: I wish to acknowledge receipt of your letter of 
September 20, 1949, concerning the nonquota immigration visa application filed 
by Dong Hing Shu. 

Following the closing of the American consulate general in Canton, all records 
and files of that office were transferred to Hong Kong. You will appreciate 
that shifting the work of the Canton office to this office greatly increased the 
burden here, necessitating expansion of office space and personnel. Delay in 
work due to the readjustment was understandable; however, I am pleased to 
inform you that the Canton visa files will be uncrated and opened within the 
next 10 days and that processing of Canton cases will begin immediately. 

You may rest assured that the applicant will receive every courtesy and 
consideration. 

Sincerely yours, 
K. L. RANKIN, 
American Consul General. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (H. R. 3133) should be enacted. 


O 
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Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany 8. 530] 


The Committee on the Judiciary, to which was referred the bill 
(S. 530) for the relief of Gerhard H. A. Anton Bebr, having considered 
the same, reports favorably thereon with an amendment and recom- 
mends that the bill, as amended, do pass. 


AMENDMENT 


On lines 11 and 12 strike the following language: ‘appropriate 
quota for the first year that such quota is available.”’, and insert in 
lieu thereof the following: 
number of displaced persons who shall be granted the status of permanent resi- 


dence pursuant to sec tion ay of the Displaced Persons Act, as amended (62 Stat. 
1011; 64 Stat. 219; 50 U. 8. C. App. 1953). 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of per- 
manent residence in the United States to Gerhard H. A. Anton Bebr. 
Provision is made for an appropriate quota deduction and for the 
payment of the required visa fee and head tax. The bill has been 
amended to provide that the quota deduction be made from the 
number permitted under section 4 of the Displaced Persons Act, as 
amended, inasmuch as the beneficiary of the bill is in fact a displaced 
person. 
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STATEMENT OF FACTS 


The beneficiary of the bill is a 34-year-old citizen of Czechoslovakia 
and a native of Austria who entered the United States in 1947 as a 
student to attend Yale University Law School. In 1948 he received 
his degree of master of laws at Yale and he is now studying for the 
degree of doctot of science of law and hopes to teach after receiving 
his doctorate. 

A letter dated December 4, 1950, to the chairman of the Senate 
Committee on the Judiciary from the Deputy Attorney General with 
reference to S. 3785, which was a bill introduced in the Eighty-first 
Congress for the relief of the same alien, reads as follows: 


: DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENERAL, 
Washington, December 4, 1950. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 3785) for the relief of Gerhard H. A. 
Anton Bebr, an alien. 

The bill would provide that Gerhard H. A. Anton Bebr shall be considered to 
have been lawfully admitted into the United States for permanent residence as 
of September 29, 1947, upon payment of the required head tax and visa fee. It 
would also direct the Secretary of State to instruct the quota-control officer to 
deduct one number from the nonpreference category of the appropriate immigra- 
tion quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the alien is a citizen of Czechoslovakia and a native of Austria, 
having been born in Salzburg, Austria, on September 30, 1916. He last entered 
the United States at the port of Noyes, Minn., on August 31, 1948, when he 
returned to this country from a visit to Canada. He first entered the United 
States at the port of New York on September 29, 1947, when he was admitted 
as a student in possession of a nonquota section 4 (e) visa, destined to Yale Uni- 
versity Law School. He was granted extensions of his temporary stay until 
October 29, 1949. In September 1948 he submitted an application for adjust- 
ment of his immigration status under section 4 of the Displaced Persons Act of 
1948. This was denied on May 3, 1950, on the ground that he failed to establish 
that he is unable to return to Austria, the country of his birth, because of perse- 
cution or fear of persecution on account of his race, religion, or political opinions. 

Mr. Bebr testified that he is the recipient of a two-way fellowship with the 
Yale Law School under the sponsorship of the Institute of International Rela- 
tions at New York and that he is supported wholly by his fellowship. He stated 
that on June 22, 1948, he was awarded the degree of master of laws at Yale and 
that he is now studying for the degree of doctor of science of law. It is his desire 
to teach international law, international relations, or comparative law in this 
country after securing his doctorate. The alien stated that he attended Charles 
University in Prague, Czechoslovakia, receiving the degree of doctor of civil and 
canon law in 1946. Thereafter he was appointed an assistant in the seminar of 
international law in that university, performing research work, from June 1945 
until September 1947, and at the same time practicing law as a judge-clerk and 
judge-assistant in the District Court for Prague. 

Mr. Bebr’s parents and collateral relatives reside in Czechoslovakia. He 
stated that he resided in Czechoslovakia from 1918 until coming to this country, 
and derived citizenship in that country through his parents. He further stated 
that he was arrested on November 17, 1939, by the German Gestapo because he 
was a democrat and a Czech student, and was held in a concentration camp until 
about July 1940. 

The quota for Austria, to which the alien is chargeable, is oversubscribed, and 
an immigration visa is not readily obtainable. The record fails, however, to 
present considerations which would justify the enactment of special legislation 
granting him a preference over other aliens in Austria and elsewhere abroad, who 
desire to enter this country for permanent residence. To enact this bill might 
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encourage other aliens to enter this country as students, and thereafter attempt 
to adjust their status to that of permanent residence, thus obtaining an unjust 
preference over the alien who remains abroad and awaits his turn for the issuance 
of an immigration visa. 
Accordingly, this Department is unable to recommend enactment of the meas- 
ure. 
Yours sincerely, 
PrYTON Forp, Deputy Attorney General. 


Senator Brien McMahon, the author of the bill, has submitted the 
following information in connection with the case: 


Cox, LANGFoRD, StopparRp & CUTLER, 
Washington, D. C., May 3, 1951. 
Hon. Brien McManuon, 
United States Capitol, Washington, D. C. 


My Dear Senator McMauon: I have been advised that on or about April 
12, 1951, the Senate Judiciary Committee indefinitely postponed 8. 530, the bill 
you introduced for the relief of Gerhard H. A. Anton Bebr. Upon conferring 
by telephone with staff members of the Subcommittee on Immigration, I was 
further advised that the bill was turned down not because of specific objections 
to the individual or the merits of his case, but simply on a basis of the relative 
importance of 8. 530 to all other private immigration bills considered by the 
committee. 

It is my feeling that it is entirely appropriate to request a reconsideration of 
this bill by the Senate Judiciary Committee for the following reasons: 

1. At the time the committee acted upon this bill, the Immigration and Natura!- 
ization Service had not made public its denial of the appeal from the order of 
May 3, 1950, holding that Mr. Bebr was not qualified for a displaced persons 
visa under section 4 (b) of the Displaced Persons Act of 1948, as amended. As 
you know from my letter of April 16, transmitting a letter from the Immigration 
Service dated April 12, and its order of April 9, the Service has now denied that 
appeal. 

Since at the time the committee postponed the bill the Immigration and Natural- 
ization Service had not made clear whether it did or did not consider Mr. Bebr 
qualified for a visa under the terms of the statute, it was probably difficult for the 
Senate Judiciary Committee to consider his need for relief through a private bill as 
being particularly serious. (It is my understanding that the Service did not notify 
the subcommittee of its order of May 9.) . However, now that the administrative 
agency has entered a final order denying Mr. Bebr’s application for adjustment 
of status to that of a displaced person, his need for assistance through private 
legislation is clear. 

2. Mr. Bebr’s case arises under the much-debated section 4 (b) of the Displaced 
Persons Act. The legislative hisotry of this section shows that the Senate clearly 
intended to admit an otherwise qualified person who was truly displaced from his 
only home: 

(a) First, Senator Robertson introduced an amendment to change the words 
“any of such countries” to read ‘‘such country,” in order to admit as a displaced 
person anyone (otherwise qualified under sec. 4) who was displaced from the 
country of his birth, nationality or last residence and who cannot return to ‘“‘such 
country”’ for fear of persecution. 

(b) The Senate unanimously passed this amendment. 

(c) However, the conference committee deleted it, and the issue of legislative 
intent arose in the Senate debate on the adoption of the conference report on 
June 7, 1950. 

(d) In that debate, Senators Robertson and Kilgore contended that the original 
act had alwavs intended to cover a person who was displaced from his real home 
and despite the fact that the Immigration Service had interpreted section 4 (hb 
to exclude a person who was displaced from one country but might return to a 
country with which he had some technical relationship, it was still the intent of 
the conferees to admit a person who was truly displaced from his only home 

(e) This contention was favorably discussed by various Senators and Senator 
McCarran disagreed in part. However, in outlining his views on the intent of 
the law, Senator MeCarran pointed out that with respect to the few individuals 
who would be exeluded by his interpretation, the Congress was already dealing 
with those individuals every day by means of private bills, and we are dealing with 
them fairly succe ssfully in that way. [Italies added. | 96 Congressional Record, 
p. 8334 (June 7, 1959.)) 
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Thus it would appear that it was the general intent of the Senate and of the 
conference committee to favor, in one way or another, the 4 (b) application of a 
qualified person who was truly displaced from his only home. The Senate passed 
an express amendment. The conferees, after rejecting the amendment for a 
variety of reasons, expressed in different ways the view that such persons would 
still be covered, e. g. Senator Kilgore stated that the amendment was not neces- 
sary in the first place, and Senator McCarran stated that private bills were an 
adequate remedy. 

Mr. Bebr has now tried both the administrative and the legislative channels of 
relief, and has been denied both, although it is difficult to establish that any Sen- 
ator or conferee intended such a result in this type of case. 

3. It is difficult to understand how 8. 530 could be tabled on a basis of a com- 
parison with other pending bills of its type. Undoubtedly, there are a great 
many individuals requesting relief under one or another provision under the 
Displaced Persons Act. However, this bill involves an applicant under the 
particular section of the law which was thoroughly debated in the Senate on 
June 6 and 7, 1950. If, as stated above, it is clear that the Senate intended to 
cover such cases through private bills, if they were not adequately covered by 
the statute, and if, as was indicated at that time, there are relatively few cases 
involving this precise issue of the interpretation of one clause of section 4 (b), 
it would appear that this bill is deserving of favorable consideration. 

In conclusion, I am aware that the Senate Judiciary Committee is heavily 
burdened with countless private bills, and that each bill must rise or fall on its 
merits. S. 530 was introduced to qualify as a displaced person a man who, 
during World War II, was in a Nazi concentration camp, and who, since the end 
of the war, has been declared an enemy of the state by the Communist Czech 
government which has taken over the country of his home. He is a brilliant 
scholar in the field of international law, and has made an excellent record at 
the Yale Law School. He is an individual of great potential value to the United 
States. 

I shall appreciate whatever efforts you can take on his behalf. 

Sincerely yours, 
Puitie B. Brown. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 530), as amended, should be enacted. 


O 
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REPORT 
{To accompany 8. 580] 


The Committee on the Judiciary, to which was referred the bill 
(S. 580) for the relief of Jean Marie Newell, having considered the 
same, reports favorably thereon with an amendment in the nature of 
a substitute and recommends that the bill, as amended, do pass. 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 
That for the purposes of the immigration and naturalization laws, Jean Marie 
Newell shall be held and considered to have been lawfully admitted to the United 
States for permanent residence as of the date of the enactment of this Act, upon 
payment of the required visa fee and head tax. Upon the granting of permanent 
residence to such alien as provided for in this Act, the Secretary of State shall 
instruct the proper quota-control officer to deduct one number from the appro- 
priate quota for the first year that such quota is available 


PURPOSE OF THE BILL 
The purpose of the bill, as amended, is to grant the status of per- 
manent residence in the United States to Jean Marie Newell. The bill 


provides for an appropriate quota deduction and for the payment of 
the required visa fee and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is the 4-year-old child of a Japanese 
mother and white father whose identity is unknown. He entered the 
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United States on March 4, 1951, with Mrs. Frances M. Newell, the 
wife of George G. Newell, an enlisted member of the United States 
Navy. The child was excluded from admission into the United States 
but was paroled to Mrs. Newell and he is presently in the United 
States in her custody. 

A letter dated May 14, 1951, to the chairman of the Senate Com- 
mittee on the Judiciary from the Deputy Attorney General with 
reference to the case, reads as follows: 

May 14, 1951. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 580) for the relief of Jean Marie 
Newell, an alien. 

The bill would provide that solely for the purposes of section 4 (a) and section 9 
of the Immigration Act of 1924, and notwithstanding any provisions excluding 
from admission to the United States persons of races ineligible to citizenship, 
Jean Marie Newell, a minor Japanese child, shall be considered the alien natural- 
born child of George G. Newell and his wife, Frances M. Newell, citizens of the 
United States. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the alien child, whose Japanese name is Hideo Shiba, was born in 
Japan on October 1, 1946, of a Japanese mother and a white father whose identity 
is unknown, but who is presumed to be a member of the United States Armed 
Forces. He entered the United States at the port of Honolulu, T. H., on March 
4, 1951, with Mrs. Frances M. Newell, wife of George G. Newell, an enlisted 
member of the United States Navy. The child was detained, however, as an 
alien immigrant not in possession of the necessary documents. On March 7, 
1951, he was permitted to proceed to San Francisco and was parolled to Mrs. 
Newell. At the board of special inquiry hearing held on March 12, 1951, it was 
decided to defer the hearing pending receipt of information concerning the status 
of the instant bill. 

The files further reflect that Mrs. Newell was born in Ohio and Mr. Newell in 
Massachusetts, Mrs. Newell stated that the child’s natural mother had placed 
in in an orphanage in Japan and that she and her husband had originally planned 
to adopt him because they had no children of their own. While they are now 
expecting a child of their own, they have grown fond of the alien child and intend 
to adopt him under Massachusetts law. According to Mr. Asa Newell, Mr. 
Newell’s brother in Quincy, Mass., Mr. George Newell has been with the United 
States Navy for about 9 years, has just reenlisted for 4 years more, and has a 
rating of first-class petty officer. 

Since the alien child is one-half Japanese, he is racially ineligible to citizenship 
under section 303 of the Nationality Act of 1940, and is, therefore, inadmissible 
to the United States under section 13 (c) of the Immigration Act of 1924. In 
the absence of general or special legislation he cannot be permitted to remain 
in this country. 

Whether, under the circumstances in this case, the general provisions of the 
immigration laws should be waived presents a question of legislative policy 
concerning which this Department prefers not to make any recommendation. 
If this measure should receive favorable consideration by the committee, how- 
ever, it is suggested that it be amended by deleting all after the enacting clause 
and substituting the following: 

“That, for the purposes of the immigration and naturalization laws, Jean Marie 
Newell shall be held and considered to have been lawfully admitted to the United 
States for permanent residence as of the date of the enactment of this Act, upon 
payment of the required visa fee and head tax. Upon the granting of permanent 
residence to such alien as provided for in this Act, the Secretary of State shall 
instruct the proper quota-control officer to deduct one number from the appro- 
priate quota for the first year that such quota is available.” 

Yours sincerely, 


PEYTON Forp, Deputy Attorney General. 
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Senator Henry Cabot Lodge Jr., the author of the bill, has sub- 
mitted the following information in connection with the case: 


YOKOHAMA Provost Court, 
APO 503, CARE or POSTMASTER, 
San Francisco, Calif., January 9, 1951. 
Hon. Henry Casor Lopae, Jr. 
United States Senate, Washington 25, D. C. 

Dear Senator: This letter is addressed to you as my husband’s residence is in 
your district. His home is at Quincy, Mass., where he has lived since his birth in 
1914. 

We are childless and desire to adopt a 4-year-old child born in Japan. To 
accomplish this, we have been informed that your assistance is necessary to have 
the required legislation presented and passed which will permit his entry into the 
United States. 

The boy, Jean Marie (Newell) was born on October 1, 1946, of a Japanese mother 
and an unknown white American father. At the age of 8 months, he was turned 
over by his mother to the Sisters of St. Joseph Hospital at Yokohama, Japan, 
his mother signing a full release and waiver at the time. Thereafter he has had 
no contact with any of his natural parents. 

We have, with proper authority had him in our home with us since October 1, 
1950, and consequently an ever growing love and tie has developed. 

His legal adoption is under way in the State of Massachusetts through the legal 
office, Yokohama Command, Yokohama, Japan, APO 503. We are expecting 
completion of this matter by the end of January 1951. It will still be necessary 
to have a bill passed permitting his entry to the United States. 

My husband, who is Regular Navy, damage controlman, first class, has received 
orders from the Navy Department to leave Japan this date, to report for duty at 
San Francisco. His address there being as follows: George Greer Newell, DC1, 
CA No. 195, U. 8. 8. Les Angeles c/o FPO, San Francisco. 

I have to leave Japan on or about February 16, 1951 per said husband’s orders. 
It is therefore of urgent importance to the three of us that you act speedily to 
prevent any separation. 

At the present time our income is approximately $5,000 per annum. Of this 
we are purchasing United States Government bonds value of $50 each month in 
behalf of the education of said boy, Jean Marie. It is our intention upon our 
return to the United States to purchase a modest home which will be our per- 
manent address in the future. 

Again we stress the urgency of this request and trust you will be able to do this 
mission for us. We await your prompt advices and assure you of our apprecia- 
tion. 

Very sincerely yours, 
(Mrs.) Frances M, NEWELL, 
(Wife.) 
GEORGE GREER NEWELL, 
(Husband. 

Inasmuch as the child is presently in the United States the bill 
has been amended to conform with the usual bill in this type of case 
and in accordance with the suggestion contained in the letter above 
quoted from the Deputy Attorney General. 

The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 580), as amended, should be enacted. 
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~The Committee on the Judiciary, to which was referred the bill 
(S. 674) for the relief of Arthur Koestler, having considered the same, 
reports favorably thereon with an amendment in the nature of a 
substitute and recommends that the bill, as amended, do pass. 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 

That for the purposes of the immigration and naturalization laws, Arthur 
Koesiler shall be held and considered to have been lawfully admitted to the 
United States for permanent residence as of the date of the enactment of this 
Act, upon payment of the required visa fee and head tax. Upon the granting of 
permanent residence to such alien as provided for in this Act, the Secretary of 
State shall instruct the proper quota-control officer to deduct one number from 
the appropriate quota for the first year that such quota is available. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of per- 
manent residence in the United States to Arthur Koestler. Provision 
is made for an appropriate quota deduction and for the payment of 
the required visa fee and head tax. 


STATEMENT OF FACTS 
The beneficiary of the bill was born in Hungary on September 5, 


1905, and is a citizen of Great Britain. He last entered the United 
States as a visitor on September 23, 1950. By profession he is an 
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author and from 1931 to 1938 he was a member of the Communist 
Party of Germany, from which he resigned in 1938. He went to 
England in 1940 where he enlisted in the British Army and served 
until honorably discharged in 1943. Since his break with the Com- 
munist Party in 1938 he has used his experiences as a Communist for 
the exposure of Communist methods and has continued a relentless 
fight against the Communist menace. 


A letter dated April 11, 1951 to the chairman of the Senate Com- 
mittee on the Judiciary from the Deputy Attorney General with 
reference to the case reads as follows: 

Apriz 11, 1951, 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Depersnant of Justice relative to the bill (S. 674) for the relief of Arthur Koestler, 
an alien. 

The bill would provide that Arthur Koestler shall be considered to have been 
lawfully admitted to the United States for permanent residence as of the date of 
his last entry upon payment of the required head tax and visa fee. It would also 
direct the Secretary of State to instruct the quota-control officer to deduct one 
number from the nonpreference category of the appropriate immigration quota 
for the first year such quota is available. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the alien is a citizen of Great Britain and a native of Hungary, hav- 
ing been born on September 5, 1905, in Budapest, Hungary. He last entered the 
United States at the port of New York on September 23, 1950, when he was ad- 
mitted under the ninth proviso to section 3 of the Immigration Act of 1917 for a 
temporary period not to exceed 4 months upon the filing of a $1,000 departure 
bond. The entry was predicated upon an order of the Assistant Commissioner 
of Immigration and Naturalization to the effect that the stay was for the sole 
purpose of arranging for the publication of a novel and for the theatrical production 
of a prior work. Mr. Koestler was first admitted to the United States at the port 
of New York on March 18, 1948, under the ninth proviso to section 3 of the Im- 
migration Act of 1917 as a temporary visitor until May 10, 1948, conditioned 
upon his maintaining the specific status of lecturer for the International Rescue 
and Relief Committee. 

Mr. Koestler, who is an author by profession, testified that he joined the 
Communist Party of Germany on December 31, 1931, in Berlin, and became a 
recognized card-carrying member assigned as a free-lance propagandist. It 
appears that at that time he was employed by the Ullstein Publishing House, 
Berlin, as a correspondent but that this relationship was severed in 1932 when it 
was learned that he was a member of the Communist Party. Mr. Koestler then 
departed from Germany for Soviet Russia where he accepted a position as cor- 
respondent with the Carl Dunker Press Agency. The record indicates that he 
departed from Russia in 1933, resided in France, and then went to Spain in 1936 
as special correspondent of the London News Chronicle ‘“Liberal’’ to cover the 
Spanish Civil War. The alien later returned to France where, in early 1938, he 
disassociated himself from the Communist movement by a letter of resignation 
to the Central Committee of the Communist Party of Germany and by a speech 
before the Schutzberband group in Paris. Mr. Koestler alleged further that he 
was arrested in France in October 1939 during the round-up of aliens at the out- 
break of the war, and that after his release, he went to England in 1940 where he 
enlisted in the British Army and served until honorably discharged in 1943. It 
appears that following his discharge he Served as an ambulance driver, an Army 
lecturer and a broadcaster for the British Government, devising pamphlets and 
other propaganda material for the Political Intelligence Division of the Foreign 
Office. He became a naturalized British citizen in 1948. 

During his first visit to the United States, when he was on tour for the Inter- 
national Rescue and Relief Committee, Mr. Koestler lectured on ‘‘Defense 
Against the Totalitarianism Communist Menace.’”’ Upon his departure, he 
proceeded to Palestine where he covered the Palestinian war as a correspordent 
for the New York Herald Tribune. It appears that he resided in France until 
his last entry into the United States and that he was married to a British subject 
on April 25, 1950, in Paris, France. Mrs. Koestler was admitted to the United 
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States at the port of New York as a temporary visitor on December 22, 1950, 
under section 3 (2) of the Immigration Act of 1924. 

Mr. Koestler was a member of the Communis: Party of Germany from 1931 to 
1938 and therefore is mandatorily excludable from the United States under the 
provisions of the act of October 16, 1918, as amended by the Internal Security 
Act of 1950 (Public Law 831, 81st Cong.). Through the afore-mentioned legisla- 
tion, the Congress has indicated a disposition toward restricting the immigration 
of persons who were former members of the Communist Party or its affiliates, 
The most recent indication of the intent of the Congress is represented by the 
enactment of Public Law 14, Eighty-second Congress, approved March 28, 1951, 
which would exclude from this class persons who were members when under 16 
years of age, or by operation of law, or for purposes of obtaining employment, food 
rations, or other essentials of living. The record indicates that Mr. Koestler was 
a voluntary member of the Communist Party and does not come within one of the 
excepted classes. Furthermore, the quota for Hungary to which he is chargeable 
is oversubscribed and an immigration visa is not readily obtainable. In this re- 
spect, his case is similar to other aliens who desire to obtain the benefits of residence 
in the United States but who are unable to obtain immigration visas due to the 
oversubscribed condition of the quotas to which they are chargeable. 

Accordingly, the Department of Justice is unable to recommend enactment of 
the measure. 

Yours sincerely, 
Peyton Forp, 
De p al fj Attorne 4 Ge nei ul. 


The files of the Senate Committee on the Judiciary contain a num- 
ber of statements and affidavits in connection with the beneficiary of 
the bill, among which are the following: 


MEMORANDUM 


This memorandum is submitted in connection with S. 674 for the granting of 
permanent residence to the alien, Arthur Koestler, 

Arthur Koestler was born on September 15, 1905, in Budapest. He lived in 
Budapest until the age of 9, when he and his mother and father immigrated to 
Vienna. He continued to live in Vienna during the late twenties, until 1926, 
In 1926 he moved to Paris. In 1926 he accepted the assignment of Middle East 
correspondent for the Ullstein chain of newspapers. This chain comprised the 
Vossisfeseitung and other liberal newspapers and magazines. In 1928, Ullstein 
moved him to Paris and in 1930, he joined the editorial staff in Beriin. 

Being a man with a strong disposition toward sociological problems, Mr. 
Koestler. moved greatly by the unrest that had enveloped Europe, was attracted 
to Marxism-Leninism. His interest in the ideology of the Communist movement 
drew him into association with many literary and political figures who had already 
gone into the Communist Party. Mr. Koestler and some of his associates began 
to feel at that time the Communist movement represented a vehicle of resistance 
to the then budding National Socialist movement. He joined the Communist 
Party, December 3, 1931, being assigned to a literary and artistic cell in Berlin. 

Because of the strong intellectual tendencies, Mr. Koestler moved ahead in the 
party. His position in the party at that time (and remained so for the course of 
his membership) was predominately that of a literary personality. His work 
revolved about literary and artistic circles in Paris and Berlin. 

In July 1932, Mr. Koestler lost his job because of his association with the 
Communist Party and was offered a correspondent’s spot by Carl Duncker 
Press Agency, as a correspondent in Russia. In this assignment, he traveled 
across Russia, the Continent, and Central Asia, and his articles are a matter of 
public record in a number of European newspapers. 

Koestler was at the same time commissioned by the Soviet State Publishing 
Trust to write a party-line book on Soviet Russia. This book was rejected by 
the Soviet State Publishers. 

He stayed in the Soviet Union until the fall of 1933 and then joined (Hitler 
having meanwhile ascended to power) his friends and colleagues in exile in Paris. 
He stayed in Paris from 1933 to 1936. His party activities during that period 
called for collaboration on the so-called Brown Books about Nazi terror published 
by the Muenzenberg firm which was a Communist front. Will Muenzenberg, 
head of that publishing firm, was in charge of the Western Bureau of the Agit-prop 
of the Comintern. Koestler’s journalistic and literary activities during the whole 
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riod of his associations with the Communist Party were those of a free lance. 
le never was on the party payroll, except for a period of a few weeks when he acted 
as a paid research worker for Muenzenberg’s Anti-Fascist Archives. 

Apart from these activities, Koestler had a short peripheral contact with the 
Comintern apparatus. This association is described in detail in his context ‘‘The 
God that Failed” (1949). 

In 1936, Koestler went as special correspondent of the London News Chronical 
“Liberal” to Spain to cover the Spanish Civil War. His activities in Spain, in- 
cluding his imprisonment by the Nationalist forces, is described in detail in his 
book, ‘‘Dialogue with Death” (1942). 

Koestler was liberated from imprisonment in Spain by intervention of the 
British Government and a few weeks after his departure from Spain, broke 
completely and publicly with the Communist Party. The time of this disassocia- 
tion was March 1938. The political and moral reasons which lead to this break 
are described in The God that Failed. 

At the outbreak of World War II, Mr. Koestler was in Paris. He was interned 
together with a number of aliens in France on October 1, 1939, and released by 
intervention of British Government in March 1940. He later volunteered and 
served in the French Army, escaping after the collapse of France to Great Britain. 
On his arrival in the United Kingdom, he was at first detained for 5 weeks, pending 
a review of his security file, was released and after 5 weeks’ detention volunteered 
for the British Army in which he served until 1943. He, as an alien, was detailed 
to the Alien’s Pioneer Corps, Two Hundred and Fifty-first Company. He was 
discharged for reasons of health in 1943, but to the end of the war, he held various 
wartime jobs such as British Army lecturer, broadcaster over the BBC on psycho- 
logical warfare programs, ambulance driver, etc. His wartime activities are 
described in his book, Scum of the Earth (1941). 

Since the end of the war, Koestler has pursued his activities as author and 
journalist. In this capacity, he worked as a war correspondent for the New York 
Herald Tribune, wrote a number of articles for the New York Times, Life maga- 
zine, and other American publications. These journalistic activities as well as 
the books he published since 1938 were almost exclusively devoted to combating 
totalitarianism in general and communism in particular. 

Mr. Koestler’s works include, Darkness at Noon, Scum of the Earth, Arrival 
and Departure, Thieves in the Night, The Yogi and the Commissar, and, Insight 
and Outlook. His latest book is, The Age of Longing. 

Attention should be drawn to Mr. Koestler’s Darkness at Noon. When this 
first came out in France, the political repercussions proved to be tumultuous. 
Dispassionate reporters have credited this work with being the principal cause 
of the Communist political set-back in the referendum of 1946. This fact has 
been publicly acknowledged. In the United States, the book was a Book-of-the- 
Month choice and was widely distributed. It was adapted for the stage by Mr. 
Sidney Kingsley and is being presented in New York at this time. The play is 
hailed as a significant instrument in combating communism. In the short time 
of its presentation on Broadway, it has received the drama critics award and is 
probably in line for many more honors. 

This work represents a full and detailed analysis of the complex factors involved 
in those intellectual processes that are involved in Communist thought and re- 
presents a full disclosure of Mr. Koestler’s political thinking and is made part of 
the record. 

Attention is also called to Mr. Koestler’s The Yogi and the Commissar, written 
in 1943, which has been translated in over 20 languages which has been used to 
offset Soviet propaganda behind the iron curtain. This book written in 1943 
contains a detailed analysis of political, economical, and cultural trends in Russia 
since the revolution, and although written during the wartime alliance with 
Soviet Russia, presented in full the threat to western security which was to 
materialize 5 years later. The book also reveals that even at that time, Mr. 
Koestler had completely lost all vestiges, sentimental or intellectual, of his 
Communist associations. 

In 1948, Koestler took up residence in France where he has been living until 
his present visit. He completed in France his new novel, The Age of Longing, 
published in the United States and England in 1951. The subject of the novel is 
the resistance of France against the Communist threat. Apart from his literary 
activities, Koestler was, during the last 6 months one of the initiators of the 
Congress for Cultural Freedom held in Berlin in July 1950 and of the international 
movement which issued from it, Les amis de la Liberte, in France, and the parallel 
movement in Italy and Western Germany. He is a member of the five-man 
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international executive commitiee of this movement. Koesiler visited the 
United States for the first time in 1948 (March to May ) on a number of lecture 
tours on behalf of the International Rescue and Relief Committee. Mr. Koesiler 
is a British subjec’, having aviained that by naturalization in December 1949. 

Since Mr. Koestler’s arrival in the United States, on or about September 23, 
1950, he has clearly shown a willingness to serve our Government in its efforts 
to combat communism. This service has also been rendered to those private 
groups who have undertaken this important task. His compiete candor in 
discussing his personal experiences within the party has proven to be invaluable 
to his listeners. He gives freely of his time and energies to all of those groups. 
In February 1951, Mr. Koestler addressed a meeting of intelligence officers of 
the Third Naval District. His discussion of the problem was well received and 
was considered by a number of those present as a useful aid in their work. On 
March 1, 1951 he was awarded a citation by the Philadelphia Fellowship Com- 
mission, which stated, ‘‘He has inspired man, the world over, to oppose human 
enslavement.” 

On February 17, 1951, Mr. Koestler appeared before the Internal Security 
Subcommittee of the Senate Judiciary Committee. 

In view of Arthur Koestler’s complete disassociation from the Communist 
Party and his efforts to ameliorate his error in judgment by his activities since 
this disassociation in 1938, it is respectfully urged that Senate bill 674 for the 
lawful admittance into the United States for permanent residence 
Arthur Koestler be approved. 

tespectfully submitted. 


of the alien 


MartTIn RICHMOND, 
Attorney for Arthur Koestler. 


In THE Marrer oF §, 674 anv H. R. 1564, ror THe Revier or ARTHUR KOESTLER 


STATE OF New YorK, 
County of New York, ss: 

L. Hollingsworth Wood, being duly sworn, deposes and says: 

That he resides at Mount Kisco, N. Y. That he is the chairman of the Inter- 
national Rescue and Relief Committee that organized Arthur Koestler’s lecture 
tour in the United States in 1948. That this was a nonprofit lecture tour for the 
benefit of refugees from behind the iron curtain. Its theme was to secure help for 
refugees and to aid in countering the Communist totalitarian threat. 

That Koestler’s lecture in Carnegie Hall, New York and the subsequent lectures 
in Washington, Chicago, Los Angeles, Boston, and San Francisco made a deep 
impression, particularly on confused liberals and served as an eye-opener with 
regard to the true nature of the Soviet regime. In this connection, it might be 
noted that the text of Mr. Koestler’s lecture at Carnegie Hall, New York was 
quoted verbatim by Life magazine. Attached hereto and made a part hereof are 
some of the press notices with regard to that lecture tour. 

That since his arrival in this country, Koestler has been untiringly active in 
helping writers from behind the iron curtain by organizing an American Writers 
Fund. 

That this affidavit is made in connection with the above bills for the granting 
to Arthur Koestler of permanent residence in the United States. That your 
deponent is of the opinion that such favorable action would be for the best interests 
of the United States. 

L. HoLtincswortH Woop. 

Sworn to before me this 3d day of May, 1951. 

[SEAL] Epona Hype McDona tp, 

Notary Public, State of New York. 

Commission expires March 30, 1952. 


In THE MarTrer OF 8S. 674 anp H. R. 1564, For rHeE RELIEF oF ARTHUR KOESTLER 
STaTre or New York, 
County of New York, ss: 
Saul Levitas, being duly sworn, deposes and says: 
That he resides in the city of New York. That he is the executive editor of 


the New Leader, a weekly magazine who for the last 26 years has been fighting 
the Stalinite menace. 
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That he has known of Koestler’s anti-Stalinite activities since 1938 and has 
known him personally since 1948. 

That in his capacity as editor of the New Leader he is constantly moving in 
circles of European refugees, ex-Communists and men who have devoted their 
lives to the anti-Communist struggle. 

That in these circles with their specialized knowledge of goings-on in the 
Communist movement, it is common knowledge which has never been doubted 
or disputed that Koestler opening and completely broke with the Communist 
Party in the spring of 1938 and that since that time his main professional and 
private preoccupation was to use his experiences while a Communist for the 
exposure of Communist methods and a relentless fight against the Communist 
menace, 

Thai Koestler is one of the most hated people in Communist and fellow- 
traveling circles, who regard him as one of their most effective opponents of the 
pen. Thai he met Koestler during the Congress for Culiural Freedom in June 
1950, in Berlin. That this congress and the international movement which 
ensued from ii is regarded as an effective democratic counterpari of the Russian- 
inspired, so-called Siockholm Peace Campaign. That Koesiler was one of the 
mosi effective speakers and organizers of this congress and the movement which 
ensued from ii and thai he is the auvhor of the Manifesto, copy of which is attached 
herevo, which was unanimously adopied by the congress and serves as a plaiform 
for this movement. 

Thav Koestler is also the auihor of various anonymous pamphlets, including 
the one iitled ‘We Pui Freedom Firsi’’, copy of which is aitached hereto, which 
has been distributed in many European countries to combat the so-called ‘‘neu- 
tralist’”’ tendencies in Europe. 

That deponeni believes thai Arthur Koestler’s presence in the United States is 
imperative and necessary for him ito coniinue his fight against tovalitarianism. 
That he strongly urges that favorable aciion be taken on the above bills. 

Saunt Levitas. 

Sworn to before me this 3d day of May, 1951. 

[SEAL] Martin RicHMonp, 
Notary Public, State of New York. 


Tue ForREIGN SERVICE OF THE 
UNITED SravTes OF AMERICA, 
AMERICAN EMBAssy, 
Rome, May 7, 1951. 
Mr. Martin RicuMonp, 
10 Exchange Place, New York, N.Y. 

Dear Mr. Ricumonp: It is with great pleasure that I enclose the attached 
affidavit which has been properly notarized. It is a great pleasure for me because 
not only is Arthur Koestler a good friend of mine but it is also my personal opinion 
that he has probably contributed more than anyone else to unmasking the false 
pretentions of the Soviet Union and in revealing its true nature. 

The publication in Paris of his novel Darkness at Noon was a historic event and 
probably will mark from a historical viewpoint the beginning of the decline of 
communism in France, if not in Europe. Koestler’s residence in the United 
States would certainly be a great intellectual contribution to American life and I 
hope that we shall have the wisdom to arrange it. 

Very sincerely yours, 
Norris B. CHrpMan, 
Counselor of Embassy. 
Enclosure: Affidavit. 


In THE MarTrer oF 8. 674 anp H. R. 1564 ror THE RELIEF OF ARTHUR 
KOESTLER 
Repvus.uic or ITAty, 
Province of Rome, City of Rome, 
Embassy (Consular Section) of the United States of America, ss: 

Norris Chipman, being duly sworn, deposes and says: 

That he is counselor attached to the United States Embassy in Rome, Italy. 
That formerly he was attached to the American Embassy in Paris, France. 

That he knows of his own knowledge that Arthur Koestler’s books in France 
had a political impact far bevond the narrow circle of the so-called intelligentsia 
and represented a strong propaganda weapon in the Arsenal for Democracy. 
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That he knows Koestler in his publie and private life had as his main pre- 
occupation to fight Communist aggression, Communist infiltration, and Com- 
munist-inspired ‘‘neutralism.”” That it is his personal opinion that Koestler’s 
break with the Communist Party was sincere and definite and that he has never 
since associated with the Communist Party or any of its front organizations. 

That it is his considered opinion that if Koestlet is given the right of permanent 
residence in the United States, he will continue to serve the democratic cause. 
That for this reason, your deponent recommends that favorable action be taken 
on the above bills. 

Norris CHIPMAN. 

Sworn to before me this 4th day of May, 1951. 

[SEAL] JOSEPHINE PASQUINI, 

Vice Consul of the United State s of Ame rica, at Pome, Italy. 

Service No. 10620. 


In THE MarTrer or S. 674 anv H. R. 1564 vor toe RELIEF OF ARTHUR KOESTLER 


In the Disrrict oF CoLuMBIA, 8s: 

tobert P. Joyee, being duly sworn, deposes and says: 

That he resides in Washington, D. C 

That since 1928, he has been a career diplomat in the service of the United 
States. That at present, he is a member of the policy planning staff of the State 
Department. 

That as a member of the United States Diplomatic Service, he has followed 
developments in Soviet Russia and in the International Communist movement. 

That he first met Koestler personally in Paris in 1948, but had known of 
Koestler’s career as a political writer and propagandist before. 

That it is his personal knowledge that Koestler was a member of the Com- 
munist Party during the 1930's; that he broke with the Communist Party publicly 
and openly some time in 1938. That the reason for his knowing Koestler’s name 
prior to making his personal acquaintance was that Noestler’s writings were 
considered effective instruments in the ideological struggle against communism 
and were recommended reading in the Department of State for members of the 
Diplomatic Corps, particularly coneerned with Russia. 

That he knows that in addition to his literary activities, Koestler was one of the 
organizers of the Congress for Cultural Freedom, held in Berlin in 1950, to counter 
tussian propaganda, and played an effective part in this Congress and in the move- 
ment which ensued from it. 

That during his personal acquaintance with Koestler, he formed the opinion, 
that, if Koestler were granted the right of permanent reside ce in this country, 
he would continue to render useful service in the ideologival struggle against 
cominunism., 

Your deponent recommends that favorable action be taken by Congress on 
Arthur Koestler’s bills. 

RosBeErtT P. Joyce. 

Sworn to before me this 2d day of May, 1951 

[SEAL] Rost F. EvKin, 

Notary y Pub ce, District of Columbia. 


My commission expires October 14, 1953. 


IN THE MaTTer oF S. 674 anpb H. R. 1564 For THE RELIEF OF ARTHUR KOESTLER 


STaTeE oF New YorK, 
County of New York, ss: 

Bertram David Wolfe, being duly sworn, deposes and says: 

That he resides at 68 Montague Street, Borough of Brooklyn, City and State 
of New York. 

That he is the Chief of the Ideological Advisory Unit, International Broad- 
casting Division, Department of State. That he is the author of the book en- 
titled, ‘‘Three Who Made a Revolution’’, the subject of which is the Bolshevik 
revolution of 1917. That he has written on communism, totalitarianism, democ- 
racy and other related matters. That he has filled the post of senior fellow in 
Slavic studies at the Hoover Library and senior fellow at the Russian Institute 
of Columbia University. That he has lectured on these matters at many of 
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America’s universities, contributed articles to university publications and edited 
the journal, Russian Affairs. That both as author and lecturer and in his capacity 
with the State Department he is considered an expert in matters relating to 
communism. 

That he has known of Arthur Koestler’s break with the Communist Party in 
1938 and followed Koestler’s career as a champion of anticommunism, since 
his break. 

That more recently he has made Koestler’s personal acquaintance. That it is 
his personal conviction that Koestler’s break with the Communist Party was 
sincere and definite, and that he has never since associated with the Communist 
Party or any of its front organizations. 

That he has had opportunity to observe Arthur Koestler’s activities and writ- 
ings since Mr. Koestler’s break with communism and has noted that both as 
lecturer and writer and as one of the founders of the Committee for Cultural 
Freedom, Mr. Koestler has performed able service in fighting for cultural freedom 
and against totalitarian and Communist ideological dictatorship. 

That it is his further conviction that in view of Koestler’s past and expected 
future contributions, an act to legalize his permanent residence in the United 
States is justifiable and is in the best interests of the United States. 

Sworn to before me this Ist day of May, 1951. 

BertraM Davin WOLFE. 


[SEAL] J. WALTER SMITH, 
Notary Public in the State of New York. 
Commission expires March 30, 1952. 





In tHE Marrer or S. 674 ror THE RELIEF OF ARTHUR KOESTLER 


STaTeE or NEw YoOrK, 
County of New York, ss: 

Melvin J. Lasky, being duly sworn, deposes and savs: 

That he resides at 719 Avenue Y, Borough of Brooklyn, City of New York. 

That he is an American citizen, having been born in the United States. That 
for many years he has been a member of the Department of State where his . 
essential duties have been as editor and publisher of an international magazine 
(in the German language) devoted to the clarification of the issues in Europe and 
the world between western democracy and Communist totalitarians. 

That he also was an officer of the United States Army, having served as a cap- 
tain during World War IT. 

That he is a journalist and newspaperman and has been so engaged for a decade. 
That he has written many newspaper and magazine articles on anticommunism 
in the United States and the rest of the world and has often been consulted by 
Government agencies interested in investigating communism and is considered 
by these agencies an expert on the subject. 

That he was for many years an editor of a leading American news weekly, 
the New Leader, which has often led the fight of public opinion against Soviet- 
dominated maneuvers. 

That as a member of the United States Military Government and later High 
Commissioner in Germany, he was often instrumental in the formulation of pro- 
Western, pro-democratie and decisive anti-Communist policies in Central Europe. 

That he was during 1950 the organizer and secretary-general of the Berlin Con- 
gress for Cultural Freedom, which won world-wide attention for its dramatic 
challenge to the Russian so-called Partisans of Peace. 

That he has know Arthur Koestler intimately for 2 years and has met with 
him innumerable times, both in the United States and abroad. 

That since 1938 he knows Arthur Koestler’s journalistic activities as well as 
the books he published were almost exclusively devoted to combating totalitarian- 
ism in general and communism in particular. That he knows Mr. Koestler’s 
works include Darkness at Noon, Scum of the Earth, Arrival and Departure, 
Thieves in the Night, The Yogi and the Commissar, Insight and Outlook, The 
Age of Longing, ete. That he knows in 1948 Mr. Koestler in addition to his 
literary activities, was one of the initiators of the Congress for Cultural Freedom, 
held in Berlin in 1950 and of an international movement which issued from it, 
Les Amis de la Liberté, in France and the parallel movement in Italy and West- 
ern Germany. He is a member of the five-man international executive com- 
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mittee of the movement. That he knows in March of 1948 until May of the 
same year Mr. Koestler visited the United States in connection with a number 
of lectures on behalf of the International Rescue and Relief Committee. That 
he knows at present Mr. Koestler’s Darkness at Noon is being produced on 
Broadway by Mr. Sidney Kingsley. This work is being hailed as a tremendous 
instrument in combating totalitarianism. That he knows of his own knowledge 
that Arthur Koestler has been an active champion in the fight against totalitarian- 
ism. That he knows of his own knowledge that there is no evidence of Mr. 
Keestler’s association with any Soviet International Organization or the Com- 
munist Party in any country of the world since his open repudiation in 1938. 
That it is his considered opinion that Arthur Koestler’s contribution to this 
important work has been considerable and promises to be ever increasing. Your 
deponent strongly urges that favorable action be taken on the above bill. 
MELVIN J. LASKY. 
Sworn to before me this Ist day of May 1951. 
[SEAL] MartTIN RICHMOND, 
Notary Public, State of New York. 


IN THE MArTTeR oF S. 674 AND H. R. 1564 ror THE RELIEF oF ARTHUR KOESTLER 


In the District oF CoLuMBIA, ss: 

Raymond E. Murphy, being duly sworn, deposes and says: 

That he resides at 3438 Mount Pleasant Street, NW. Washington, D. C. 

In connection with his work he became thoroughly conversant with political 
trends within the Communist movement and with personalities engaged in the 
fight against communism, ineluding in particular, former members of the Com- 
munist Party. 

That in this context, he has known of Arthur Koestler during the last 10 years 
and has made his personal acquaintance during Koestler’s first visit to the United 
States in 1948. 

That it is his considered opinion that since his break with communism in 1938, 
Koestler has been one of the most useful writers and propagandists in combating 
Communist aggression and infiltration. 

That it is his considered opinion that if Koestler is given the right of permanent 
residence in the United States, he will continue to serve the democratic cause. 
That for these reasons, your deponent recommends that favorable action be taken 
on the above bills. 

RayMonp E. Murpny, 

Sworn to before me this 2d day of May, 1951. 

[SEAL] DAviIp ScuULL, 

Notary Public. 

My commission expires July 1, 1951. 


In THE Marrer or 8. 674 ano H. R. 1564 ror THE RELIEF OF 
ARTHUR KOESTLER 
Stare or New York, 
County of New York, ss: 

George Platt Brett, being duly sworn, deposes and says: 

That he resides at Southport, Conn. 

That he is an American citizen, having been born in the United States. That he 
has been president of the Macmillan Co. at 60 Fifth Avenue, New York, N. Y., 
since 1931. That he is a trustee of the Union Square Savings Bank, New York 
City. 

That his firm has been the sole publishers of Koestler’s works in the United 
States since 1938 and has published to this date 11 of his books. That various 
directors, members and representatives of his firm have been in constant personal 
touch with Koestler since 1939 and that he has known Koestler personally since 
the latter’s first visit to the United States in 1948. That these 12 vears of personal 
and business contacts have been free from friction and disputes such as not in- 
frequently occur between author and publishers and that he has been able to 
form the opinion that Koestler is a trustworthy and fair-minded person. 
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That he knows that Koestler lived in Paris until the outbreak of the war and 
that he enlisted as a volunteer subsequently in the French and British Armies. 
That after his honorable discharge from the British Army, he was employed as a 
British Army lecturer, broadcaster and on various jobs by the British Ministry 
of Information and other Government agencies connected with psychological 
warfare. 

That Arthur Koestler’s international reputation as a writer rests on his power- 
ful exposition of the Communist mind, of the methods of Communist infiltration 
and expansion and of the mentality of the victims of Communist demagogy. 
That two of his books in particular, Darkness at Noon and The Yogi and the 
Commissar, are generally considered to rank among the most effective intellectual 
weapons against communism. That Darkness at Noon is a novel about the 
Russian purges, was a Book of the Month Club choice in the United States and a 
best seller in many European countries. Inthe United States it had a considerable 
effect in curing many well-meaning and confused Liberals of their illusions about 
the Soviet regime. That in France this novel was published after the war and 
that its effect has been described by the leading French conservative newspaper, 
Le Figaro, as “the most important single factor which led to the defeat of the 
Communist Party in the referendum on the Constitution in 1946.” That this 
novel is now being presented as a play by Mr. Sidney Kingsley and has won the 
critics’ award for the best play of the season and been generally acclaimed by 
critics as the most effective anti-Communist play. 

That the other book, The Yogi and the Commissar, contains summary exposi- 
tion of the Soviet regime and had, as a nonfictional essay, a similar political 
impact as the novel mentioned before. 

That Koestler’s other nine books, which deal with a variety of subjects ranging 
from philosophical essays to drama and autobiography, all revolve directly or 
indirectly around the Soviet threat to our civilization and the means of repelling it. 

That apart from his activities as a writer, Koestler has been devoting much of 
his free time to helping the victims of Soviet persecution by giving lectures for the 
benefit of refugees and by assigning his total income from the Broadway produc- 
tion of his book to a fund for refugee writers which he initiated under the name of 
Fund for Intellectual Freedom. 

That is his considered opinion that if Koestler is given the right of permanent 
residence in the United States, he will continue to serve the democratic cause. 
That for these reasons, your deponent recommends that favorable action be taken 
on the above bills. 

GEORGE PLatr BRETT. 

Sworn to before me this 27th day of April, 1951. 

[SEAL] Martrua Kocu, 

Notary Public State of New York. 

Commission expires March 30, 1952. 


In THE Marrer or S. 674 anv H. R. 1564 For THE RELIEF OF ARTHUR KOESTLER 


State or New York, 
County of New York, ss: 

Jay Lovestone, being duly sworn, deposes and savs: 

That he resides in the city of New York. 

That he is the executive secretary of the Free Trade Union Committee, affiliated 
with the American Federation of Labor. 

That for many years, deponent has been actively engaged both in and out of 
labor circles in the constant war against Communist infiltration, in American 
affairs in general and the trade-union movement in particular. That in connec- 
tion with these activities, it has come to deponent’s personal knowledge that 
Arthur Koestler has openly and completely broken with the Communist Party 
in and about the spring of 1938. That since that time, he has devoted all of his 
efforts in exposing the Communist methods. 

It is conceded among those interested in the Communist menace that Koestler’s 
contributions are invaluable. That it is known bv those active in this constant 
war, that Koestler is one of the most hated men in Communist and fellow-traveler 
circles. 

That it is conceded by all and within the personal knowledge of deponent, 
that there is no evidence of Mr. Koestler’s association with the Communist Party 
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Soviet international organizations or any of its fronts, in any country of the 
world since his open repudiation in 1938. 
That deponent strongly urges that the above bills be favorably acted upon by 
the Legislature of the United States. 
Jay LOVESTONE. 
Sworn to before me this 26th day of April 1951. 


[SEAL] Santo J. OLIva, 
Notary Public, State of New York, 

Commission expires March 30, 1953. 

The bill has been amended to conform with the policy of the com- 
mittee in granting permanent residence in the United States to an 
alien as of the date of the adjustment rather than as of the date of 
last entry into the United States. 

The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 674), as amended, should be enacted. 


O 
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Mr.<McCarran, from the Committee on the Judiciary, submitted 
oa ad 
the following 


REPORT 
[To accompany 8S. 1009] 


The Committee on the Judiciary, to which was referred the bill 
(S. 1009) for the relief of Ella Maria Nyman, having considered the 
same, reports favorably thereon with an amendment in the nature of 
a substitute, and recommends that the bill, as amended, do pass, 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 


That, for the purposes of the immigration and naturalization laws, Ella Maria 
Nyman shall be held and considered to have been lawfully admitted to the United 
States for permanent residence as of the date of the enactment of this act, upon 
payment of the required visa fee and head tax. Upon the granting of permanent 
residence to such alien as provided for in this act, the Secretary of State shall 
instruct the proper quota-control officer to deduct one number from the appropriate 
quota for the first year that such quota is available. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of per- 
manent residence in the United States to Ella Maria Nyman. The 
bill provides for an appropriate quota deduction and for the payment 
of the required visa fee and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 49-year-old native and citizen of 
Finland who last entered the United States as a visitor in 1948, 
following her mother’s death in Finland. She originally entered the 
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United States to visit her sister, Mrs. John Wiehn, of Waterbury, 
Conn., to be of help during the illness of Mrs. Wiehn. 

A letter dated December 9, 1949, to the chairman of the Senate 
Committee on the Judiciary from the Assistant to the Attorney 
General with reference to S. 1967, which was a bill introduced in the 
Eighty-first Congress for the relief of the same alien, reads as follows: 


DECEMBER 9, 1949. 
Hon. Pat McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Mr. CuarrMan: This is in response to your request for the views of 
the Department of Justice relative to the bill (8S. 1967) for the relief of Ella Maria 
Nyman. 

The bill would provide that Ella Maria Nyman, of Waterbury, Conn., shall be 
considered to have been lawfully admitted into the United States for permanent 
residence as of the date of her last entry, upon payment of the required head tax 
and visa fee. It would also direct the Secretary of State to instruct the quota- 
control officer to deduct one number from the nonpreference category of the 
appropriate immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Ella Maria Nyman is a native and citizen of Finland, having been 
born in Helsinki, Finland, on September 21, 1901. She last entered the United 
States at the port of New York on August 4, 1948, when she was admitted as a 
temporary visitor under section 3 (2) of the Immigration Act of 1924 for a period of 
6 months, extended until August 2, 1949. Deportation proceedings were ordered 
held in abeyance pending consideration of this bill. 

The files further reflect that the alien is a single person, having lived alone with 
her mother most of her life in Helsinki, Finland. She worked in an office and 
nursed her mother until the mother’s death in January 1948. Shortly thereafter 
she was requested by her sister, Mrs. John Wiehn, of Waterbury, Conn., to come 
for a visit with her and help her during an illness, resulting from an abdominal 
operation. When the alien entered the United States she had very little cash 
with her, which has been spent. Mr. and Mrs. Wiehn sent her the fare to come 
to the United States. They are supporting her now and appear to be unconcerned 
as to whether she is ever employed at a gainful occupation, and stated that if 
she can remain in the United States they will be glad to support her. Mrs. Wiehn 
has fully recovered from her illness and no longer needs Miss Nyman to care for her. 

The quota of Finland, to which the alien is chargeable, is oversubscribed for 
many years and an immigration visa is not readily obtainable. The record 
presents no facts, however, which would justify granting her a preference denied 
to others who are awaiting an opportunity to enter this country for lawful perma- 
nent residence. To enact this bill would tend to encourage others, in whose cases 
immigration visas are not readily obtainable, to seek an exemption from the 
immigration laws by coming to the United States as visitors and then attempting 
to change their status in this country. 

Accordingly, the Department of Justice is unable to reeommend enactment of 
this bill. 

Yours sincerely, 
Peyton Forp, 
The Assistant to the Attorney General. 


Senator Brien McMahon, the author of the bill, has submitted the 
following information with reference to the case: 


O’Connor, BrapLey & O’CoNNOR 


ATTORNEYS AT LAW 


WatTerBury, Conn., April 27, 1951. 


Re S. 1009, Ella Maria Nyman 
Mr. Joun LANE, 
Care of the Honorable Brien McMahon, 
United States Senate, Washington, D. C. 
Dear Joun: Since my last communication to you on this case, Mr. Wiehn, 
Miss Nyman’s brother-in-law, the one with whom she lives, has undergone a 
serious operation for ulcers. He will be out of work for a long time. 
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Mrs. Wiehn, Miss Nyman’s sister, is still out of work with her heart ailment, 
and the family situation is critical. 
I will greatly appreciate a favorable report on the bill as quickly as possible. 
Yours truly, 
Ep. BRADLEY, 


WATERBURY 10, Conn., April 2, 1951. 
To Whom It May Concern: 
Mrs. Sandra Wiehn, sister of Ella Nyman, has a very severe hypertension with 
a leaking heart (diastolic-aortic murmer) and requires the aid of her sister ia 
maintaining her health. 
It is imperative that Mrs. Wiehn have her sister remain with her, not only for 
physical aid but for the psychologic effect. 
Sincerely yours, 
ticHARD C, Meo, M. D. 
STATE OF CONNECTICUT, 
County of New Haven, ss: 
Waterbury, April 3, 1951. 
Personally appeared Richard C. Meo, M. D., signer and sealer of the foregoing 
instrument, and acknowledged the same to be his free act and deed, before me. 
Epwarp F, BRADLEY, 
Commissioner of the Superior Court for New Haven County. 


WaterBury, March 18, 1951. 
Senator Brien McManon, 
United States Senate, Washington, D. C. 

HONORABLE Sir: In your letter to Ella Nyman, my sister-in-law, you asked for 
a statement from me, if I would be able to support and adequately provide for 
her, if permitted to reside here. Iam perfectly happy, willing, and able to support 
her, and glad to do so, as she is a great help and comfort to my wife and me, and 
we both dearly love her. Since she lost her mother, whom she lived with, she is a 
lonely little girl, and we asked her to come here. She is my wife’s only living rela- 
tive, and it was good to see them united again, though both mourning their 
mother’s death. 

Now, for my financial state, I have a small bank account in the Waterbury 
Savings Bank, about $2,000; United States Savings bonds, about $1,500; stocks in 
the Lux Clock, about $1,500, that we, my wife and I, have slowly accumulated 
over a period of vears. I’ve worked steady in the Chase Brass and Copper Metal 


Works, for the past 10 years and hope to do so forthwith, if the Lord permits. | 
am a veteran of the First World War, and belong the last 25 years to the VFW 
Post: Admiral Robert E. Peary Ship No. 427, Washington, D. C. All those 


places can be referred to for acknowledgment if need be. Further, it seems to me, 
being just an ordinary married man, that having my wife happily united with the 
only sister she has got, is of great importance to me, and would surely lift my spirit. 

Please help us all you can, Mr. McMahon, or to whom it may concern. If any 
more papers or statements are needed, please let me know, I am willing to do all 
that is required of me. I hope this letter will help and remain, 

Yours sincerely, 
Joun H. WIEsN. 

The bill has been amended to conform with the policy of the com- 
mittee in granting permanent residence in the United States to an 
alien as of the date of the adjustment rather than as of the date of 
last entry into the United States. 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 1009), as amended, should be enacted. 


C) 
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r.-Mc@arran, from the Committee on the Judiciary, submitted 
ty ‘ 
So Ss the following 


REPORT 
[To accompany 8, 1242] 


~The Committee on the Judiciary, to which was referred the bill 
(S. 1242) for the relief of Salomon Henri Laifer, having considered 
the same, reports favorably thereon with an amendment in the 
nature of a substitute, and recommends that the bill, as amended, 
do pass. 

AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 
That for the purposes of the immigration and naturalization laws, Salomon Henri 
Laifer shall be held and considered to have been lawfully admitted to the United 
States for permanent residence as of the date of the enactment of this Act, upon 
payment of the required visa fee and head tax. Upon the granting of permanent 
residence to such alien as provided for in this Act, the Secretary of State shall 
instruct the proper quota control officer to deduct one number from the appro- 
priate quota for the first vear that such quota is available. 


PURPCSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of per- 
manent residence to Salomon Henri Laifer. The bill provides for 
an appropriate quota deduction and for the payment of the required 
vise fee and head tax. 

STATEMENT OF FACTS 


This is the case of a young man of Polish birth who served in the 
French Army during World War II. He spent some time in a Ger- 
man prison camp and is now living in Bridgeport, Conn., with his 
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father and mother who are respected residents of that community. 
The beneficiary of the bill has refrained from accepting employment 


in this country and is being supported by his father who states that 
he is willing to continue such support. 

A letter dated June 10, 1949, to the chairman of the Senate Com- 
mittee on the Judiciary from the Assistant to the Attorney General 
with reference to S. 304, which was a bill passed by the Senate in the 
Eighty-first Congress for the relief of the same alien, reads as follows: 


DEPARTMENT OF JUSTICE, 
OFFICE TO THE ASSISTANT TO THE ATTORNEY GENERAL, 
Washington, June 10, 1949. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
a of Justice relative to the bill (S. 304) for the relief of Salomon Henri 

saifer, 

The bill would provide that in the administration of the immigration and 
naturalization laws Salomon Henri Laifer of Bridgeport, Conn., who entered the 
United States as a visitor on July 19, 1948, shall be considered to have been 
lawfully admitted into the United States for permanent residence as of that date 
upon payment of the required head tax and visa fee. It would also direct the 
Secretary of State to instruct the quota-control officer to deduct one number from 
the next available nonpreference quota for France. 

According to the files of the Immigration and Naturalization Service of this 
Department the beneficiary of this bill has a wife and child who are now residing 
at his home in Paris, France. He was born in Warsaw, Poland, on July 9, 1909, 
but has since become a citizen of France. He was admitted at the port of New 
York on July 19, 1948, as a temporary visitor for 3 months under section 3 (2) of 
the Immigration Act of 1924. He is presently in the United States in violation of 
his admission. Proceedings to effect his departure from the United States, 
however, have been deferred pending final decision on this bill. 

The records disclose that Mr. Laifer served in the French Army during World 
War II, was captured by the Germans and was held a prisoner of war for some 
time. Though a printer by trade, he has not sought employment since entering 
this country because he felt it might prejudice his immigration status. He is 
residing at 88 Edgewood Place, Fairfield, Conn., with his mother and his father, 
who has been employed for 20 years by the Leather Mode Sports Wear Co, in 
Bridgeport, Conn. ‘The father has expressed a willingness to continue to support 
his son if he is permitted to remain in the United States. The alien has stated 
that if he remains permanently in this country he intends to secure a job and 
send for his wife and child. 

It is noted that although the bill would provide for a quota deduction from the 
quota of France, the beneficiary of the bill, being a national of Poland, would 
be chargeable to the quota of Poland. This last-mentioned quota is over- 
subscribed, but there appear to be no circumstances in his case sufficiently 
impelling to justify granting him a preference over the many other worthy aliens 
awaiting an immigration visa. 

Accordingly, the Department of Justice is unable to recommend the enactment 
of this bill. 

Yours sincerely, 
Peyton Forp, 
The Assistant to the Attorney General. 


Senator Brien McMahon, the sponsor of the bill, has submitted 
the following letter with reference to the case: 


GoupsTEIN & PeEcK, 
Bridgeport, Conn., March 8, 1949. 


Re Salomon Henri Laifer. 
Hon. Brren McManon, 
United States Senate, Washington, D. C. 


Dear Senator McManon: This will acknowledge receipt of your letter of 
March 2, 1949, relative to Salomon Henri Laifer, requesting information as set 
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forth in the leucr from the Subcommittee on Immigration and Naturalization 
to you, said letter being dated February 25, 1949. 

The answers to the questions in question are as follows: 

(1) Salomon Henri Laifer secured a temporary visa to visit his father and mother 
who are citizens of the United States and who reside at 88 Edgewood Place 
Bridgeport, Conn. 

(2) His present activities are none inasmuch as he is here in the United States 
as a temporary visitor. He is staying with his parents. 

(3) He is not earning a living but is dependent upon his mother and father 
for support. He is, of course, unable to secure employment while here as a tem- 
porary visitor. 

(4) He is not engaged in any activities, political or otherwise, injurious to the 
American public interest. 

(5) He has been convicted of no offense under any Federal or State law. Mr. 
Laifer has no record whatsoever either in the United States or in France. He 
is a naturalized citizen of France and bears an enviable army record as a French 


ls 
soldier. He served in the French Army until captured by the Nazis, after which 
he was confined in a German prisoner-of-war camp for 5 vears. You may also 
be interested to know that his brother, also a French soldier, was killed by the 
Nazis while a prisoner of war. 

Your courtesies and attention to this matter are deeply appreciated. 

With kindest personal regards, I am, 

Sincerely yours, 
3ERNARD S. PECK. 


The bill has been amended to conform with the policy of the com- 
mittee in granting permanent residence in the United States to an 
alien as of the date of the adjustment rather than as of the date of 
last entry into the United States. 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 1242), as amended, should be enacted. 


O 
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McCarran, from the Committee on the Judiciary, submitted 
. the following 
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REPORT 


[To accompany H. R. 1103] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 1103) for the relief of Sidney Young Hughes, having con- 
sidered the same, reports favorably thereon with an amendment in 
the nature of a substitute, and recommends that the bill, as 
amended, do pass. 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 
That notwithstanding the provisions of the eleventh category of section 3 of 
the Immigration Act of 1917, as amended, or the provisions of the Act of March 
4, 1929, relating to entry after deportation, Sidney Young Hughes may be 
admitted to the United States for permanent residence if he is found to be 
otherwise admissible under the provisions of the immigration laws. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to waive the excluding 
provisions of existing law relating to the conviction of a crime involv- 
ing moral turpitude and to re-entry after deportation in behalf of 
Sidney Young Hughes. 


STATEMENT OF FACTS 


The beneficiary of the bill was born in Wales in 1897 and is a subject 
of Great Britain. He originally entered the United States in April 
1926 and in December of that year he was convicted and sentenced 
to a term of 2 years in the State penitentiary, Stillwater, Minn., on 
a charge of assauit, second degree. The charge arose as a result of 
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a fight engaged in by the beneficiary of the bill with three other persons. 
In 1928 he was deported to Wales and entered the United States a 
number of times thereafter as a seaman and in 1945 he married an 
American citizen and established a home in this country. He is 
presently residing with his wife in Plainfield, N. J., is self-supporting 
and a pipefitter by trade. 

A letter dated July 19, 1950, to the chairman of the Committee on 
the Judiciary of the House of Representatives from the Deputy 
Attorney General with reference to H. R. 6330, which was a bill 
introduced in the Eighty-first Congress for the relief of the same alien, 
reads as follows: 

JuLy 19, 1950. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear Mr. Cuarrman: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 6330) for the relief of Sidney 
Young Hughes, an alien. 

The bill would provide that Sidney Young Hughes will be considered to have 
entered the United States on April 3, 1949, as a permanent resident. It would 
also authorize the Secretary of State to deduct one number from the appropriate 
immigration quota, 

The files of the Immigration and Naturalization Service of this Department 
disclose that Sidney Young Hughes is a subject of Great Britain and a native of 
Wales, having been born in Carmarthen, Wales, on October 2, 1897. He last 
entered the United States at the port of New Orleans, La., on April 3, 1949, as 
aseaman. On September 9, 1949, a warrant of arrest in deportation proceedings 
issued against him, charging that he had reentered the United States after being 
deported without first obtaining the required permission of the Attorney General 
to reapply for admission to the United States, and in violation of the act of May 
26, 1924, in that he entered without an immigration visa. 

The files further reflect that the alien previously arrived in the United States 
at the port of Emerson, N. Dak., about April 15, 1926. On December 14, 1926, 
he was arrested at Fargo, N. Dak., on a charge of assault, second degree, and was 
convicted and sentenced to serve a term of 2 years in the State penitentiary, Still- 
water, Minn., for the offense, committed on November 27, 1926. On November 
28, 1928, he was deported to Wales, England, on charges of having entered without 
an immigration visa, without inspection, that he was a person likely to become a 
public charge at the time of entry, and that he had been sentenced to imprisonment 
for 1 vear or more for assault, second degree, an offense involving moral turpitude, 
within 5 years after hisentry. The record further indicates that after his deporta- 
tion the alien entered the United States several times as a seaman, and on April 
1, 1945, he was married to an American citizen and established a home in this 
country. His application for permission to reapply for admission to this country 
was denied on May 13, 1949. 

The alien is presently residing in Plainfield, N. J., and in January 1950 he was 
not employed, but stated that he expected to find employment as a pipe fitter in 
the near future. He further stated that he is self-supporting and has sufficient 
money in the bank to maintain himself until he finds the employment he desires. 
It appears that Mrs. Hughes is employed part of the time. Individuals inter- 
viewed, who have known him for from 2 to 5 years, recommended him favorably. 
The alien stated that he has not been arrested during the past 10 years. 

Mr. Hughes is not eligible to file an application for suspension of deportation 
pursuant to section 19 (¢) (2) of the Immigration Act of 1917, as amended, since 
he appears to be subject to deportation on a criminal charge mentioned in section 
19 (d) of that act. The quota of Great Britain, to which he is chargeable, is 
current and, except for the fact that he is mandatorily excludable from this coun- 
try under section 3 of the Immigration Act of 1917 as one who has been convicted 
of a crime involving moral turpitude, namely, assault, second degree, he would 
have no difficulty in securing an immigration visa. 

Whether in this case the general provisions of the immigration laws should be 
waived presents a question of legislative policy concerning which this Department 
prefers not to make any recommendation. If this measure should receive favor- 
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able consideration by the committee, however, it is suggested that it be amended 
by deleting the period in line 6 and adding, ‘‘upon the payment by him of the 
required visa fee and head tax.”’ 
Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 


Congressman Clifford Case, the author of the bill, appeared before 
a subcommittee of the Committee on the Judiciary of the House of 
Representatives and urged the enactment of the bill. He submitted 
the following statement regarding the nature of the crime committed 
by the beneficiary of the bill: 


Prior to my unfortunate experience in 1926 it was the recognized custom for 
Canadians to cross the United States-Canada boundary and take in the harvests 
down in the Dakotas and Minnesota and follow it along with the American har- 
vesters as far back into Canada as the weather would permit. This I was doing 
in 1926 when I became friendly with a Mr. Johnson, a carpenter and United States 
citizen, and we went to work at the Dunlop Hotel in Moorhead, Minn. During 
my early period of employment there I did some work on the heating system 
there and before our work was finished the manager asked me if I would care to 
take over the hotel engineer’s job. This being in the winter and cold, and work 
becoming very scarce, I gladly accepted to replace the other man who was con- 
tinually drinking and neglecting his work. Later on when this man had spent 
all his money he started to hang around and tried to get his job back. He prom- 
ised the manager that he would not drink any more and reform completely, ete. 
I cannot tolerate anyone pitving themselves when their own troubles are brought 
on by themselves and want all others to make sacrifices for them, so I told the 
manager to give him his job back as I was going back to Canada. 

I moved to a room in Fargo, N. Dak., until I could find another job. I did not 
care to carry my personal effects along with me while locating a room so I left 
them at the hotel. Upon my return to pick up my clothes the next evening I 
went to the boilerroom to get my overalls and other work clothes, and there I 
found Andy (———?), the engineer, his assistant, and his bosom friend, the chef. 
Not expecting trouble, I walked right in and the door, which operated on a rope 
and weight, closed behind me. Andy, who was a bigger but older man than I, got 
up from his stool chair and told me very loudly and threateningly to get out of 
there fast as I had no business there any more and advanced toward me. I hur- 
riedly told him that all that I wanted was my belongings, but by this time he was 
close to me and he aimed a right and left at me, which I ducked, and I followed up 
with a right to his abdomen, which reeled him backward against the stool which he 
tripped over and, while falling, he clutched for support and grasped the coal 
shovel. Regaining his feet quickly, he came at me with the shovel held diagonally 
with the presumed intention of striking me with it. In my defense I reached out 
and grabbed the shovel and tried to wrest it from him by pulling with my left 
hand and pushing with my right, causing the flat bottom of the shovel to come 
in contact with Andy’s left temple, but he still held on to the shovel and he fell 
to the floor again. It was then that I realized that I had walked into this trap 
and I tried to make my escape through the only exit, the door. Then Tim, 
Andy’s assistant, came at me with a piece of wood broken off from a packing 
crate or such. In trying to wrest this weapon from Tim, I lunged for it but 
stepped on a piece of coal and tripped. My quickest and only move then was 
to roll down the slight grade toward the face of the boilers to avoid this blow 
from Tim, but before I had quite stopped rolling the chef struck me on the head 
with the coal hammer (a small sledge) which cut my scalp, and I started to bleed. 
This they figured would knock me out, but it did not. When I rose to my feet, 
bleeding, they were so bewildered and surprised that they dropped all defense, 
and me, seeing blood, went after them but they were quicker than I and they 
made their escape through the door before I could quite collect my senses. I 
was very glad to see this as I had enough and I was a mess from the bleeding 
and I did not care to appear in the street in this condition, so I made my way back 
to my room in Fargo, N. Dak., where I could clean up and get some medication, 

It may have been the excitement, injury, etc., that brought back a spell of 
malaria and I was in bed for almost a week. With my money getting low, it 
became imperative that I get a job immediately so very early in the morning | 
went to the hotel before anyone would be around. I figured that I would get my 
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clothes which I needed so badly in the bitter cold weather up there. My bad 
luck still tagged me again, as I had misjudged the time, and just as I got to the 
rear door of the hotel the door opened and there stood the one person in all this 
world that I had tried to avoid and fervently hoped that I would never meet again. 
Upon seeing me, he let out a yell and threw his arms around me with the presumed 
intention of hanging on until help arrived. I fought free from this embrace and 
at one time I hit him on the side of the face, causing the right side of his face to hit 
the rough wall. Freeing myself and moving clear of him, I decided that the 
clothes and personal effects were going to be far too costly and troublesome, so I 
intended to leave the neighborhood, and while I tried to get back to Fargo, 
N. Dak., I was arrested and charged with second-degree assault. I was lodged 
in the county jail at Moorhead, Minn., and later in the morning I was taken to 
a room where there were six men or so. One of them asked me several questions. 
I thought that these men were reporters or fellow delinquents and I never dreamed 
that they were the grand jury, and no one troubled to tell me. I was later taken 
before the judge, where I entered a plea of not guilty, as I figured that I was 
blameless and had not intended to cause all this trouble. Little did I know that 
my plea of not guilty automatically called for a jury trial. I had no experience 
in law and this district attorney could make me say anything that he wanted me 
to. It was also very unfortunate that it was a 3-to-1 fight, as this automatically 
made three witnesses against me. Innocently I wanted to fight my own case 
but the court appointed a lawyer for me. Andy appeared in bandages, and I 
asked the court that the bandages be removed to see if he was really hurt, but 
my request was denied and a local doctor’s word was taken for granted. If I 
could only have this case retried I am sure that the outcome would be much differ- 
ent. I wish to stress these facts that the assault was not premeditated. I did 
not expect three men waiting for me. I never in my dreams thought of challeng- 
ing three men and on their own territory. The weapons that were used by my 
attackers were hotel property and not brought there by me. I went there for 
no other purpose than to secure my personal effects. At the second offense there 
were no weapons used although it would be expected that I came prepared against 
a repetition of my previous encounter. 

This is the truth of what happened to the best of my memory, and I am prepared 
to repeat this statement anywhere and to anyone. 

Srpney Youna HvuaGuHes. 


In view of the statement contained in the report of the Deputy 
Attorney General that the beneficiary of the bill would have no diffi- 
culty in securing an immigration visa except for the fact that he is 
mandatorily excludable because of the conviction, the bill has been 
amended so as to grant to him a waiver of the excludable grounds. 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (H. R. 1103), as amended, should be enacted. 


() 








Calendar No. 392 


82p CoNGRESS SENATE j Rerorr 
Ist Session No. 411 





MRS. ALBERT W. LACK 


JUNE 11 (legislative day, May 17), 1961.—Ordered to be printed 


oh ARRAN, from the Committee on the Judiciary, submitted 
the following 


REPORT 


a : {To accompany H. R. 3229] 
ae coal 


The Committee on the Judiciary, to which was referred the bill 


—(H. R. 3229) for the relief of Mrs. Albert W. Lack, having considered 
the same, reports favorably thereon with an amendment and recom- 
mends that the bill, as amended, do pass. 


AMENDMENT 


On page 2, beginning with line 9, strike out all down to and including 
the word “Act’’ in line 12, and insert in lieu thereof the following: 


such award, pursuant to said Act of September 7, 1916, to Mrs. AMbert W. Lack, 
widow of Albert W. Lack, as on the basis of such findings shall appear equitable. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to waive 
sections 15 to 20, both inclusive, of the act entitled “An act to provide 
compensation ‘for employees of the United States suffering injuries 
while in the performance of the duties, and for other purposes,” ap- 
proved September 7, 1916, as amended, and authorize and direct the 
Department of Labor (Bureau of Employees’ Compensation) to 
receive and consider, when filed, the claim of Mrs. Albert W. Lack, 
widow of Albert: W. Lack, for compensation under such act within 
6 months from the date of enactment of this act, on account of per- 
sonal injuries alleged to have been sustained by Albert W. Lack on 
October 29, 1942, “while in the performance of his duty as a member 
of the Coast Guard Temporary Reserve in the Ingalls Shipyard, 
Pascagoula, Miss. This act would further direct the “De partment to 
make and determine findings of fact, following consideration, and 
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make an award, if supported by thefindings, for payment of compensa- 
tion i -_ Lack as provided for in the act of September 7, 1916, as 
amended. 


STATEMENT 


Albert W. Lack was injured on October 29, 1942, allegedly while 
in the performance of his duty in the Coast Guard Temporary hane've 
in the Ingall’s Shipyard, Pascagoula, Miss. Affidavits on file indicate 
that the deceased, Albert W. Lack, was, in fact, injured but the 
question as to whether or not he was an employee of the United States 
so as to come within the. purview of the act has been in doubt. 

An to the Federal Security Agency report, dated September 
30, 1949, Mr. Lack first advised the Bureau of Employees’ Compensa- 
tion of the injury in a letter dated April 19, 1949. It appears that 
the confusion attending his status as an employee of the United States 
Government was in some measure created by the fact that he received 
‘half time’’ pay which he believed arose from insurance compensation 
provided by Ingall’s Shipyard, Inc. and he entered into a settlement 
with the shipyard because of urgent financial need in the belief that 
his injuries were not of a permanent nature. The Bureau advised 
Mr. Lack to the effect that it did not appear from the showing made 
that his case Was one coming within the purview of the Employees’ 
Compensation Act, it having been inferred in such showing that 
Mr. Lack was employed by a private employer rather than the 
Government. 

On November 15, 1950, by an affidavit dated the 28th day of 
December, 1950, and executed by J. A. Stafford, chief warrant officer 
in charge of Coast Guard spouee, stationed at Ingall’s Shipyard, 
Pasagoula, Miss., it is alleged that Albert W. Lack was an employee 
of the United States Coast Guard and was performing protection duties 
as directed by the Coast Guard officer in eharge while en duty in the 
Ingall’s Shipyard. 

n view of the foregoing, it would appear that this claimant should 
be allowed to file her claim with the Department of Labor in order to 
determine whether or not she should receive such benefits as would 
have been awarded to her husband if, in fact, he was entitled to them 
at the time of his injury on October 29, 1942. This bill is intended 
only to allow the filing and consideration of the claim and in all other 
respects the claimant is subject to the provisions of the law providing 
for the compensation of employees of the United States while in the 
performance of their duties. 

Attached hereto and made a part of this report are the report from 
the Federal Security Agency, dated September 30, 1949, and pertinent 
affidavits. 


FEDERAL Security AGENcy, 
Washington, September 30, 1949, 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


Dear Mr. Cuarrman: This letter is in response to your uest of June 24, 
1949, for a report on H. R. 5277, a bill for the relief of Albert W. Lack 


The bill would waive in favor of Albert W. Lack the bar of the time limitations 
in sections 15 to 20, inclusive, of the Employees’ Compensation Act (5 U. 8. C 
765-770) and would authorize and direct the Bureau of Employees’ Compensation 
of this Agency (a) “‘to receive and consider, when filed, the claim of Albert W. Lack 
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for compensation under such act, within 6 months from the date of enactment”’ of 
the measure; (b) after consideration of such claim, to determine and make finding 
of fact thereon, and (c) ‘‘make an award for payment of compensation provided 
for in such act of September 7, 1916, as amended.’’ Under the bill no benefits 
would accrue prior to enactment of the measure. (Inasmuch as the Bureau is not 
a statutory agency, reference to the Federal Security Administrator rather than 
the Bureau would seem appropriate.) 

The first information transmitted to the Bureau of Employees’ Compensation 
of this Agency relating to injury alleged to have been sustained by Mr. Lack, 
was contained in a letter from Mr. Lack dated April 19, 1949, received by such 
Bureau on April 22, 1949, approximately 6-years and 5 months after the date 
(October 29, 1942) of the injury claimed. The information received by the 
Bureau in such letter was to the effect that on October 29, 1942, while employed 
as a guard at the Ingall’s shipyard, Pascagoula, Miss., Mr. Lack sustained an 
injury, the circumstances of which were not stated; that sometime during 1942 
he was “‘inducted”’ into the United States Coast Guard in ‘‘some kind of civilian 
status”; that for some time after his injury he received “half-time” pay which 
he believed arose from insurance coverage provided for Ingall’s Shipbuilding, Inc.; 
that these payments were stopped, and he entered into a settlement because of 
urgent financial need in the belief that his injuries were not of a permanent nature’ 

In response to his inquiry, Mr. Lack was advised by the Bureau of Employees. 
Compensation to the effect that. it did not appear from the showing made that 
his case was one coming within the purview of the Employees’ Compensation Act, 
it having been inferred from such showing that Mr. Lack was employed by a 
private employer rather than the Government. 

The bill, H. R. 5277, is apparently intended merely to waive the bar of the time 
limitations in sections 15 to 20, inclusive, of the Employees’ Compensation Act, 
The wording in line 7, page 2, of the bill, which is in mandatory terms, provides. 
however, that the Bureau “make an award for payment of compensation pro- 
vided for in such act * * *.’’ This would seem to be inadvertent and not 
consistent with the general intent of the bill. 

No benefits under the bill would accrue prior to its enactment. From this 
language it is not clear if the “‘half-pay”’ or “‘settlement’’ which Mr. Lack received 
from or on behalf of the Ingalls’ shipyard would be creditable against the benefits 
which might be payable under the bill. See section 7 of the Employees’ Compen- 
sation Act (5 U.S. C. 777). 

We would recommend against the enactment of the bill for two reasons: (1) 
it does not appear from information in our records that Mr. Lack was an em- 
ployee of the United States within the purview of the Employees’ Compensation 
Act, and (2) no reason appears why he should be singled out for preferential 
treatment by special law waiving time limitations for him, after the expiration 
of the statutory 5-year period (sec. 20 of the act, as amended) within which this 
Agency may excuse noncompliance with such time limitations for cause. 

The Bureau of the Budget advises that there is no objection to the presentation 
of this report to your committee. 

Sincerely yours, 
JoHn L. Tuurston, 
Acting Administrator. 





AFFIDAVIT oF J. A. STAFFORD 


PascaGou.ta, Miss., November 14, 1950. 
To Whom It May Concern: 

This is to certify that Mr. Albert W. Lack, of Mize, Miss., was employed by the 
Ingalls Shipbuilding Corp., Pascagoula, Miss., as a guard on May 30, 1942, that 
he resigned on July 31, 1942, and was reemployed September 9, 1942, and that he 
was enrolled in the United States Coast Guard Reserve, temporary, and sworn in 
by a United States naval officer. 

He was assigned to duty as a Coast Guard police, performing plant-protection 
duties as directed by Coast Guard officer in charge of plant security at the Ingalls 
shipyard, Pascagoula, Miss. 

On or about Gotober 29, 1942, Albert W. Lack was injured while on duty in the 
Ingalls’ shipyard. He was unable to perform the duties assigned to Coast Guard 
police and was placed under treatment for the injuries sustained. Mr. Lack did 
not return to work following the date of his injury in the shipyard. I was in- 
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formed that he was not physically fit to perform any of the duties required of the 
Coast Guard police. 


On the date of his injury, I was chief warrant officer in charge of the Coast 
Guard police stationed in the Ingalls shipyard, Pascagoula, Miss. 
J. A. Svarrorp. 
Sworn to and subscribed before me this the 28th day of December, 1950. 
[sea] Frances LeatuEersury, Notary Public. 





AFFIDAVIT OF ALBERT W. Lack 


Mize, Miss., December 5, 1949. 
To Whom It May Concern: 

I was employed as a guard in the Ingalls Shipyard, Pascagoula, Miss., in May 
1942, and was subsequently inducted in the Temporary Coast Guard Reserve. 
I continued to serve in a guard capacity as a member of and under the control of 
this military organization until I sustained an injury while on duty on October 
29, 1942, and was forced because of the injury to leave this employment. Since 
that time I have been totally disabled and confined to bed almost constantly. 

I sustained the injury on the night of October 29, 1942, while patroling a 
regularly assigned guard route, by falling into an unlighted, nonbarricaded pit 
excavated and poured with concrete for the purpose, I believe, of mounting some 
kind of machinery. Falling on the — of-concrete forms and protrucing steel 
embedded, I was injured in the chest-abdominal region of my body. 

Emergency treatment was administered at a first-aid station in the shipyard. 
I was then hospitalized in the Jackson County Hospital, Pascagoula, Miss., and 
subsequently in the Methodist Hospital, Hattiesburg, Miss., and the Magee 
Hospital, Magee, Miss., in the order named, over a period of approximately 
4 months. 

On April 19, 1949, I wrote a letter to the Bureau of Employees’ Compensation 
and learned for the first time that Public Laws 447 and 451, Seventy-eighth 
Congress, permits allowances for members of the Temporary Coast Guard 
Reserve who were injured in line of duty after February 15, 1941, provided a claim 
was submitted within 1 year from the date of these amendatory acts. I had no 
knowledge of these acts and thus no opportunity to file a claim in connection 
with the injury sustained while on duty with the Coast Guard organization. 

For my relief in this case, a bill, H. R. 5277, Eighty-first Congress, was 
introduced June 21, 1949, by Mr. Winstead, to provide for the waiver of the 
time limitation, in order to permit the filing and consideration of my claim by the 
Bureau of Employees’ Compensation. I do feel that opportunity should be 
provided for my case to be considered on its merits by this Bureau. 

This statement is furnished for consideration in connection with and in support 
of the bill,referred to herein, . 

Apert W. Lack. 

Subscribed and sworn to before me, the undersigned authority, this the 7th day 
of December 1949. 

[SEAL] Joun 8, Crarx, Notary Public. 





AFFIDAVIT OF WAYNE JONES 


Mize, Miss., December 5, 1949. 
To Whom It May Concern: 

In connection with a bill, H. R. 5277, Eighty-first Congress, June 21, 1949, 
introduced by Mr. Winstead, for the relief of Albert W. Lack, I wish to state 
that I was employed in a guard capacity in the Ingalls shipyard, Pascagoula, 
Miss., serving as a member of the Temporary Coast Guard Reserve during the 
period of Mr. Lack’s employment there in the same capacity. I was present at 
the time and had personal knowledge of his sustaining an injury while on duty 
on the night of October 29, 1942. 

w@ Mr. Lack never returned to work following the injury. I know that he was 
confined to hospitals for an extended period, and he has not been employed since 
that time. It is general knowledge that he has been in an invalid condition dating 
from subject injury. I live in the same small town with Mr. Lack and have 
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personal knowledge of his present condition. He appears to be totally disabled 
and is confined to his home almost constantly. 

Mr. Lack’s case appears to be one of extreme hardship. If there have been 
laws in effect for the relief of members of the military organization in which we 
served, who sustained injuries while on duty, then we believe that this case should 
have that full consideration. 

WAYNE JONES 


Subscribed and sworn to before me, the undersigned authority, this the 7th 
day of December 1949. 


[SEAL] Joun 8S. Ciark, Notary Public 





AFFIDAVIT OF GRIFFIN FLYNT 


Mount Ouivez, Miss., December 5, 1949 
To Whom It May Concern: 

In connection with a bill, H. R. 5277, Eighty-first Congress, June 21, 1949, 
introduced by Mr. Winstead for the relief of Albert W. Lack, I wish to state 
that I was employed in a guard capacity in the Ingalls shipyard, Pascagoula, 
Miss., serving as @ member of the Temporary Coast Guard Reserve during the 
period of Mr. Lack’s employment there in the same capacity. I was present at 
the time and had personal knowledge of his sustaining an injury while on duty 
on the night of October 29, 1942. 

Mr. Lack never returned to work following the injury. I know that he was 
confined to hospitals for an extended period, and he has not been employed 
since that time. It is general knowledge that he has been in an invalid condition 
dating from subject injury. 

I wish to state further that I never received information that any provisions 
had keen made by Congress for allowances for injured members of the military 
organizations in which we served as guards in the shipyard. Thus it appears 
that Mr. Lack’s case is one of extreme hardship and that an opportunity should 
be provided for his relief by the passage of subject bill. 

GRIFFIN FLYNT. 

Subscribed and sworn to before me, the undersigned authority, this the 7th 
day of December 1949. 


[SEAL] Joun 8. Ciart, Notary Public, 


O 
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Mr- MeCarran, from the Committee on the Judiciary, submitted 


— the following 


REPORT 
{To accompany H. R. 3576] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 3576) to amend the Displaced Persons Act of 1948, as amended, 
having considered the same, reports favorably thereon with an amend- 
ment and recommends that the bill, as amended, do pass. 


AMENDMENT 


Strike section 1 of the bill and insert in lieu thereof the following: 


Sec. 3. (a) I. During the three and one-half fiscal years beginning July 1, 1948, 
and ending December 31, 1951, eligible displaced persons and persons defined in 
subdivisions (2), (3) and (4) of subsection (b) of this sec ion seeking to enter the 
United States as immigrants, and 

II. During the four fiscal years beginning July 1, 1948, and ending June 30, 
1952, eligible displaced orphans seeking to enter the United States as immigrant 
may be issued immigration visas without regard to quota limitations for those 
years as provided by subsection (c) of this section: Provided, That not more than 
three hundred and forty-one thousand such visas shall be issued under this Act, 
as amended, ineluding such visas heretofore issued under the Displaced Persons 
Act of 1948: Provided further, That no such immigration visa shall be issued to 
eligible Cisplaced persons unless the Commission initiated the selection or process- 
ing of such persons on or before Julv 31, 1951; and it shall be the duty of the 
Secretary of State to procure the cooperation of other nations, particularly the 
members of the International Refugee Organization, in the solution of the « 
placed persons problem by their accepting for resettlement a relative n 
displaced persons, and to expedite the closing of the camps and termina 
emergency. 
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PurRpPosE OF THE BILL 


The bill, as amended, contains three principal provisions, as follows: 

(1) Extension of the operative effect of certain provisions of 
the Displaced Persons Act of 1948, as amended, for 6 months. 

(2) Requirement that no immigration visa shall be issued to 
certain eligible displaced persons unless the Displaced Persons 
Commission initiated the selection or processing of such persons 
on or before July 31, 1951. 

(3) Extension for 1 year of the operative effect of one provision 
of the Displaced Persons Act of 1948, as amended, with reference 
to certain orphans. 

The bill, as amended, does not (1) increase the numbers or classes 
eligible for admission into the United States, or (2) extend the term of 
office of the Displaced Persons Commission. 

The purpose of the amendment is to extend the terminal date for 
the issuance of visas to eligible displaced orphans from June 30, 1951, 
to June 30, 1952, so that the terminal date for the issuance of visas to 
eligible displaced orphans will coincide with the terminal date for the 
issuance of visas under other provisions of the Displaced Persons Act 
of 1948, as amended, to war orphans. 


STATEMENT OF Facts 


The Displaced Persons Act of 1948, as amended on June 16, 1950, 
embraces 415,744 aliens, plus an indeterminate number of aliens who 
are allotted 50 percent of the nonpreference portion of certain quotas 
for 4 years. 

The classes embraced are as follows: 

Class 1: Three hundred and forty-one thousand visas are authorized 
to be issued over a 3-year period beginning July 1, 1948, and ending 
on June 30, 1951, in the following categories: 

(a) Three hundred and one thousand five hundred visas are 
authorized to be issued to aliens in the general eligible displaced 
persons class. 

(6) Eighteen thousand visas are authorized to be issued to 
certain aliens who during World War II were members of the 
armed forces of the Republic of Poland and who reside in the 
British Isles. 

(c) Ten thousand visas are authorized to be issued to certain 
aliens in Greece as follows: 

(1) Seven thousand five hundred visas are authorized to 
be issued to natives of Greece who were displaced from their 
former habitual residence in Greece as a direct result of mili- 
tary operations in Greece by the Nazi Government or by 
military operations in Greece by the Communist guerrillas, 
and 

(2) Two thousand five hundred visas are authorized to be 
issued to certain residents and nationals of Greece who are 
eligible for admission to the United States as first-preference 
or second-preference quota immigrants. 

(d) Two thousand visas are authorized to be issued to aliens 
who were residents of Venezia-Giula prior to May 6, 1945, who 
are not de jure Italian citizens and who on July 1, 1947, were in 
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Italy, the United States-United Kingdom zone of the Free Terri- 
tory of Trieste, or in Italy, the American zone, the British zone, 
or the French zone of Germany or Austria. 

(e) Five hundred visas are authorized to be issued to certain 
aliens who since January 1, 1946, were displaced in Central 
Europe and whose admission into the United States is recom- 
mended by or on behalf of the Secretary of State and the Secretary 
of Defense. 

({) Four thousand visas are authorized to be issued to certain 
aliens who resided in China as displaced persons or refugees on 
July 1, 1948, or on June 16, 1950, and who have not subsequently 
been received for permanent residence by any other country other 
than the United States. 

(g) Five thousand nonquota visas are authorized to be issued 
to eligible displaced orphans. 

Class 2: A total of 54,744 visas are authorized to be issued during a 
period ending June 30, 1952, to certain aliens of German ethnic origin 
who were born in specified eastern European countries and who on 
January 1, 1949, resided in Germany or Austria. 

Class 3: Five thousand nonquota visas are authorized to be issued 
during a period ending June 30, 1952, to orphans, under the age of 
10 years, who prior to June 30, 1950, were residents of certain European 
countries and for whom certain assurances have been submitted prior 
to June 30, 1951, and for whom adoption or guardianship proceedings 
will be instituted. 

Class 4: Fifteen thousand quota numbers are made available for 
the adjustment of status to that of permanent residence of aliens 
who entered the United States prior to April 30, 1949, temporarily 
as nonimmigrants or as nonquota immigrant students ‘and who are 
displaced from the country of their birth or nationality or of their 
last residence as a result of events subsequent to the outbreak of 
World War II and who cannot return to any of such countries. 


CLASS 1 


The table below sets forth (1) the number of visas authorized to 
be issued to aliens in each of the various categories in class 1 above, 
(2) the estimated number of visas which will be issued by June 30, 
1951, which is the expiration date for the issuance of visas to aliens 
in the various categories in class 1 above, and (3) the estimated num- 
ber of unissued visas on June 30, 1951, for aliens in each of the various 
categories in class 1 above. 


| Estimated 


Visas auth- | visas issued Unissued 





orized | by June 30, 
| 1951 
Category: 
a ere ee ee we ne eee ee ae BPE Beek | 301, 500 262, 671 38, 829 
een EN Sia oh ct Ace RN Th AO is Tel dts path ie wales 18, 000 10,190 | 7,810 
(| SNS Shp PNR Essel 1) cael on Si etalon ete Rt Aimee ae 10, 000 7, 500 | 2, 500 
DUPER tly Alec reeds dang woaseeddd da duda eh cdcdabucchan a 2,000 | 750 | 1, 250 
a AA Ti in lil Nal ale ai fille Esai gd ial | 500 150 | 350 
o Se als eek ae aetna le te ah teas Reins cae dee’ <td 4, 000 | 3, 250 750 


i iidadsiph diel apatidd tind 0od64dtnbs44550doeRbmdsogte giatehnetenie 5,000 1, 210 3, 800 
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Under the provisions of the Displaced Persons Act of 1948, as 
amended, the Displaced Persons Commission processes only those 
aliens in categories (a), (d), (e), and (g) of class 1 above. Aliens in 
categories (6), (c), and (f), of class 1 above, are processed by the Visa 
Division of the Department of State independently of the Displaced 
Persons Commission. 

Although it is estimated that on June 30, 1951, the expiration date 
for the issuance of visas to aliens in the various categories in class 1 
above, there will be 44,229 unissued visas for aliens in the categories 
in class 1 above who are processed by the Displaced Persons Commis- 
sion, there will be on June 30, 1951, in the processing pipeline of the 
Displaced Persons Commission approximately 40,000 aliens who will 
be eligible for visas. It is estimated that in addition to these 40,000 
aliens, another 4,000 aliens, eligible for visas, will be in the processing 
pipeline of the Displaced Persons Commission by July 31, 1951. 

With reference to class 1 above the bill (H. R. 3765), as amended, 
has three provisions, as follows: 

(1) The terminal date of the period during which the 341,000 
visas are authorized to be issued is extended for 6 months from 
July 1, 1948, to December 31, 1951, except with reference to aliens 
embraced in category (g). This provision does not increase the 
number of visas authorized to be issued but merely extends the 
terminal date for the issuance of visas heretofore authorized by 
the Displaced Persons Act, as amended. It is contemplated that 
virtually all of the visas which have been authorized will have been 
issued by the terminal date, December 31, 1951, proposed in the 
bill. 

(2) The terminal date of the period during which the 5,000 
nonquota visas are authorized to be issued to eligible displaced 
orphans (category (g) above) is extended from June 30, 1951, to 
June 30, 1952, a period of 1 year. This terminal date will thus 
coincide with the terminal date for the issuance of visas under 
existing law to the war orphans in class 3. 

(3) Provision is made that no immigration visas shall be 
issued to persons in the categories in class 1 above who are 
processed by the Displaced Persons Commission, unless the 
Commission initiated the selection or processing of such persons 
on or before July 31, 1951. 


CLASS 2 


As noted above, a total of 54,744 visas are authorized to be issued 
during a period ending June 30, 1952, to certain aliens of German 
ethnic or igin who were born in specified eastern European countries 
and who on January 1, 1949, resided in Germany or Austria. By 
May 26, 1951, 11,086 of the authorized 54,744 visas had been issued. 
Of this number, 10,090 were issued prior to June 16, 1950, which 
was the date on which the Displaced Persons Act of 1948 was amended 
and 996 were issued since that date. By May 26, 1951, 28,237 cases 
of aliens in class 2 above were actually in processing stages in Europe. 

The Chairman of the Displaced Persons Commission has informed 
the committee that approximately 5,000 additional visas will be issued 
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to aliens in class 2 above between March 24, 1951, and June 30, 1951, 
and that the remaining number of approximatels 40,000 authorized 
visas will be issued prior to the terminal date of the period during 
which visas are authorized to be issued to aliens in class 2 above. 

The bill (HA. R. 3576), as amended, contains no provision affecting 
class 2 above. 

It is to be noted that the provision of the bill that no immigration 
visas shall be issued to certain persons unless the Displaced Persons 
Commission initiated the selection or processing of such persons on 
or before July 31, 1951, is not applicable to aliens in class 2 above. 


CLASS 3 


As noted above, under the Displaced Persons Act of 1948, as 
amended on June 16, 1950, 5,000 nonquota visas are authorized to 
be issued during a period ending June 30, 1952, to orphans under the 
age of 10 years who prior to June 30, 1950, were residents of certain 
Kuropean countries and for whom certain assurances have been 
submitted prior to June 30, 1951, and for whom adoption or guardian- 
ship proceedings will be instituted. 

By March 16, 1951, 154 visas had been issued to aliens in class 3 
and a total of 397 cases have been sent to the field for processing. 

With reference to class 3 above, the bill (H. R. 3576), as amended, 
has two provisions, as follows: 

(1) The deadline for the filing of assurances is eliminated. 
(2) The requirement under the present law for the payment of 
visa fees and head taxes is eliminated. 


CLASS 4 


As noted above under the Displaced Persons Act of 1948, as 
amended, 15,000 quota numbers were made available for the adjust- 
ment of status to that of permanent residence of aliens who entered 
the United States prior to April 30, 1949, temporarily as non- 
immigrants or as nonquota immigrant students and who were dis- 
placed from the country of their birth or nationality as a result of the 
events subsequent to the outbreak of World War II, and who cannot 
return to any of such countries. It is estimated that approximately 
700 aliens referred to in class 4 above have thus far had their status 
adjusted to that of permanent residence. 

The bill (H. R. 3576), as amended, contains no provision affecting 
class 4 above. 

Mr. John W. Gibson, Chairman of the Displaced Persons Commis- 
sion testified before a subcommittee of the Committee on the Judiciary 
of the House of Representatives on April 5, 1951, with reference to the 
delaying factors in the processing of aliens embraced by the Displaced 
Persons Act of 1948, as amended, in part as follows: 

1. Internal Security Act hold-up of cases 

Section 22 of the Internal Security Act, as interpreted prior to the amendment 
effected by Public Law 14, of March 28, 1951, prevented the completion of 
some 8,000 visas which might otherwise have been issued. The effect of this 
hold-up was not only to delay these 8,000 persons, but to tie up resettlement 
camps which could have been used for many thousands of other cases. With 
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the enactment of Public Law 14, and the igs agreement by the Commission, 
the Visa Division, and the Immigration and Naturalization Service on implement- 
ing rules and regulations, these cases will move forward for action. 


2. United States Army’s transfer of camps and resettlement centers 


The world situation, particularly as it is reflected in Germany, has caused our 
Army to take over a great many displaced-person installations. This necessary 
action has disrupted our processing in two ways: 

(a) By dispersing displaced persons throughout the local economies and 
in different areas, thereby making communication with them and security 
investigation of them a lengthier process, This is no one’s fault here, but it 
just meant taking much longer to do the same job; and 

(b) By requiring the relocation of processing or resettlement centers, there- 
“aged interfering physically with the process and delaying it substan- 
tially. 

I regret to say that as the needs of the Army in Europe expanded this delaying 
factor accelerated. We have already closed Amberg and Butzbach. For this 
reason, our area office at Schweinfurt will close on June 1, and the offices at 
Augsburg on July 1, quite independently of any extension lezislation. 


3. War jitters and effect on operations (resignations, training replacements) 

The world situation, and particularly the Korean War last June and consequent 
activities in the world and national scene, have adversely affected the efficiency 
of our overseas program. Some of our employees worry about the safety of their 
families in occupied areas. Others resigned because of ‘‘war jitters,’’ because 
their original 2-year commitment was over, or because of a desire to return to the 
United States or for military service. Naturally, during the long period of re- 
cruitment and training of replacement personnel, over-all efficiency was at a 
lower level. 


4. Administrative delays due to 1950 amendment. 


Public Law 555, enacted on June 16, 1950, required the promulgation of new 
regulations and their implementation by new procedures. Such requirements 
as the ‘‘good faith” oath meant establishing new and desirable procedures, all 
of which took time to initiate and more time to perfect. 

In addition, the new security requirements of section 13, as amended, required 
immediate hold-up of thousands of cases upon passage of the 1950 amendments, 
pending reinvestigation by CIC and by the Commission’s own investigatory staff. 
These additional requirements of section 13, as amended, also constitute a neces- 
sary continuing factor causing lengthier processing time and greater delay. 


5. Withdrawal of available facilities in British zone of Germany 


On September 1, 1950, the British Army withdrew the substantial facilities 
it had previously provided to the Commission as aids in security screening. 
This required the Commission to add substantially to our staff (with consequent 
delays due to recruitment and training) and to assume more intensive as well as 
extensive functions, all of which caused reduced visa issuance for a period of time, 
To meet this problem, the Commission was required to establish and staff six 
suboffices in the British zone. 

These administrative changes have been just about completed and we believe 
that we have resumed operations in the British zone at full efficiency. 


6. Shipping problems—Korea 


Uncertainty as to the availability of shipping because of military needs in 
Korea, as well as actual withdrawal of ships for such needs, has been another 
inhibiting factor. However, let me hasten to add that we feel satisfied that 


adequate shipping will be available to us during the remainder of this and next 
year. 


7. Inherent difficulties in interpretation of Venezia Giulia provision 


Certain very difficult legal issues and the construction of an international treaty 
had to be resolved jointly by the Commission, Visa Division and Immigration 
and Naturalization Service before visas could be issued to the Venezia Giulia 
cases. I am glad to be able to report to you that we accomplished at least part 
of this 2 weeks ago, and that processing has started on section 2 (g). Some issues 
are still open on section 2 (c) so far as Venezia Giulia orphans are concerned, and 
I regret to say that there is an unresolved but friendly difference of opinion among 
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the affected Government agencies on section 2 (c). The Commission believes 
that the enactment of section 2 (g) was not intended by the Congress to cut off 
the #¢ligibility of otherwise eligible refugees from Venezia Giulia under section 
2 (c). 

* * . * * * * 


So much for the reasons why the Commission will not be able to complete the 
job in the 3 years provided in the present law. We believe we can reasonably 
finish the task in an additional 6 months because we have taken vigorous action 
to reduce and eliminate delays, both by administrative tightening up of operations, 
and by the development of new techniques of operations. 


It is the judgment of the committee that the provisions of the bill 
(H. R. 3576), as amended, if enacted into law will permit a complete 
consummation of the displaced persons program as contemplated by 
the Congress in the enactment of the Displaced Persons Act of 1948, 
as amended. 

The committee, after consideration of all the facts, is of the opinion 
that the bill (H. R. 3576), as amended, should be enacted. 


CHANGES IN Existina Law 


In compliance with subsection (4) of rule X XIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Tue Disptacep Persons Act or 1948, as AMENDED 


mee. 2.10)": % 4:29 

(3) [prior to June 30, 1951,] has assurances submitted in his behalf for 
admission to the United States for permanent residence with a father or 
mother by adoption, or for permanent residence with a near relative or 
with a person who is a citizen of the United States or an alien admitted to 
the United States for permanent residence, or is seeking to enter the United 
States to come to a public or private agency approved by the Commission, 
and such relative, person, or agency gives assurances, satisfactory to the 
Commission that adoption or guardianship proceedings will be initiated with 
respect to such alien; 

Sec. 3. (a) 

I. During the three and one-half fiscal years beginning July 1, 1948, and 
ending December 31, 1951, eligible displaced persons [and eligible displaced 
orphans] and persons defined in subdivisions (2), (3) and (4) of subsection 
(b) of this section seeking to enter the United States as immigrants, and 

II. During the four fiscal years beginning July 1, 1948, and ending June 30, 
1952, eligible displaced orphans seeking to enter the United States as immigrants, 
may be issued immigration visas without regard to quota limitations for those 
years as provided by subsection (c) of this section: Provided, That not more 
than three hundred and forty-one thousand such visas shall be issued under 
this act, as amended, including such visas heretofore issued under the Dis- 
placed Persons Act of 1948[;]: Provided further, That no such immigration 
visa shall be issued to eligible displaced persons unless the Commission initiated 
the selection or processing of such persons on or before July 31, 1951; and it shall 
be the duty of the Secretary of State to procure the cooperation of other 
nations, particularly the members of the International Refugee Organization, 
in the solution of the displaced persons problem by their accepting for re- 
settlement a relative number of displaced persons, and to expedite the closing 
of the camps and terminate the emergency. 

Src. 5. Quota nationality for the purposes of this Act shall be determined in 
accordance with the provisions of section 12 of the Immigration Act of 1924 (43 
Stat. 160-161; 8 U. 8. C, 212) and no eligible displaced person shall be issued an 
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immigration visa if he is known or believed by the consular officer to be subjeet 
to exclusion from the United States under any provision of the immigration laws, 
with the exception of the contract labor clause of section 3 of the Immigration 
Act of February 5, 1917, as amended (39 Stat. 875-878; 8 U. S. C. 136), and that 
part of the said Act which excludes from the United States persons whose ticket 
or passage is paid by another or by any corporation, association, society, munic- 
ipality, or foreign government, either directly or indirectly; and all eligible 
displaced persons, [and] eligible displaced orphans and orphans under section 2 (f) 
shall be exempt from paying visa fees and head taxes. 


O 
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PROVIDING GENERAL RULES OF PRACTICE AND 
PROCEDURE BEFORE FEDERAL AGENCIES 


JUNE 11 (legislative day, May 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
eee: he the following 
a 


REPORT 


[To accompany 8. 17] 

> 

Z. The Committee on the Judiciary, to which was referred the bill 
43. 17) t6 provide general rules of practice and procedure before 
Federal agencies, having considered the same, reports favorably 
thereon, with amendments, and recommends that the bill, as 
amended, do pass. 

AMENDMENTS 


On page 3, line 14, strike out the figures “28”, which appear 
before “United States Code’’, and insert in lieu thereof ‘‘title 18” 
2. On page 4, line 8, following the word “sums’’, insert the words 
, not to exceed in the aggregate $25,000,’ 


ee 


PURPOSE 


The purpose of the proposed legislation is as follows: 

Section 1 of the bill provides that the definitions in the Adminis- 
trative Procedure Act shall be applicable to the same terms used in 
this bill. 

Section 2 of the bill provides that an Administrative Rules Commis- 
sion shall formulate and transmit to the Attorney General for report 
to Congress general rules of practice and procedure for agencies, in- 
cluding forms and such rules as it may deem appropriate in agencies 
respecting judicial proceedings for the enforcement or review of agency 
action. Such rules shall neither abridge, enlarge, nor modify sub- 
stantive powers or limitations respecting any agency, nor may they 
provide or withdraw authority to hold hearings or to issue compulsory 
process. The rules will take effect as specified in the bill, unless they 
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are disapproved by concurrent resolution of Congress. After such 
rules become effective, all laws and agency rules or practices in 
conflict therewith shall, to the extent of such conflict, be of no further 
force or effect except in the case of an agency proceeding initiated 
prior to the effective date of the rules. Changes in the rules shall be 
made in the same manner. So far as any administrative function is 
exempt from such general rules by statutory definition or by the rules, 
they shall ovustindens be treated as models for adoption to the extent 
that the policy of the act and the ends of justice will be served. 

Section 3 provides for the establishment of the Administrative 
Rules Commission, consisting of Members of Congress, an Assistant 
Attorney General, ‘the head of an independent agency, a chief judge 
of a judicial circuit, a dean of a law school, and a practicing lawyer. 
Provision is made for reimbursement for travel, subsistence, and other 
necessary expenses. A chairman and secretary will be elected from 
the membership. Professional and clerical assistants may be ap- 
pointed without regard to civil service laws or the Classification Act. 
The Commission is to collaborate with other advisory committees 
representative of Government agencies and private or professional 
interests. The Attorney General will be responsible for the Com- 
mission’s quarters, facilities and budget. The appropriation of funds 
to carry out the provisions of the act is authorized. 


STATEMENT 


Over the years in the field of law there bas been and there is con- 
tinuing a desire on the part of the Government to make the rules of 
practice and procedure in the courts one of a uniform and simplified 
nature. So that practice and procedure could be readily understood 
and readily followed, Congress, by the Rules Act of 1934, provided 
for the formulation and operation of one set of uniform and simplified 
rules of civil procedure for all of the Federal trial courts. Not only 
was that act an effort successful, but it finally closed the breach 
between law and equity which had prevailed for some 200 years. 
So successful has that effort been, that in 1938 a similar project was 
proposed for the field of Federal criminal law. Accordingly, we have 
now a uniformity of practice and procedure in such widely different 
fields of law as equity, admiralty and criminal law, and variations and 
complexities have been reduced to a understandable system. Also 
during the years there has been a growth in the law dealing with 
administrative agencies. But our process of simplifying and uni- 
fying the rules of practice and procedure has stopped short of ad- 
ministrative agencies. With essential differentiation this bill is 
modeled after the statutes of 1934 and 1938, which implemented the 
similar purpose in the fields of criminal and civil procedure in Federal! 
courts. 

As indicated above, we have now in this country a new segment of 
the law, known as administrative law; and in this rapidly growing 
field these old questions and conflicts in the development of the legal 
system are being reenacted. In the field of administrative law we 
are just reaching the question as to how far the legislature should go 
in prescribing the rules to be followed. This of course, is not because 
the legislatures have been hesitant but because administrative law is 
relatively new in its significance, scope and impact. As feared by 
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some, this readjustment will not smother the growing field of adminis- 
trative law. It will strengthen it by giving it recognition in our legal 
system and the tools to perform its task. In some corners there has 
been apprehension that such a commission should not be set up for 
the reason that no study has yet been made demonstrating the 
advisability and the practicability of adopting uniform rules of 
practice and procedure for Federal administrative agencies. Even 
these sources are in favor of procedural reform which will substitute 
order and certainty for needless differences and confusion. As an 
example, where the method of proceeding before an administrative 
agency is made uniform, it would save untold work and research on 
the part of the people who in their every day business must appeat 
before various different agencies which in themselves have adopted 
their own special rules. 

The committee is of the opinion that the board to be set up by 
S. 17 will of necessity explore the field to see what rules of practice 
and procedure should be set up, rather than blindly going into the 
proposition of setting up rules of practice and procedure “where no 
particular need for such rules may be shown. The danger that a body 
formally charged with such a mandate would tend to resolve the 
doubts in favor of action and an unneeded rule does not seem to be 
justified. The committee is of the opinion that the board will not 
make rules for the practice and procedure before agencies simply in 
order to make rules, but will make those rules upon an exhaustive 
search of the field itself to see which rules and what practices are 
desirable and will accomplish the ends envisioned. 

It has been contended that uniformity should not be had solely 
for the sake of uniformity. Extreme uniformity and rigidity is not 
the essence of this bill. It has been said that the administrative 
process left to itself is moving toward a center of uniformity. The 
various agencies cull ideas and precedents from one another just as 
the courts of law do. 

It will be noted that the Commission here proposed is to include 
the chairmen and the ranking minority members of the committees 
on the Judiciary of the Senate and of the House of Representatives. 
In addition there shall be on the Commission one of the Assistant 
Attorneys General, the head of an independent agency, the senior 
chief cadet of the judicial circuits, the dean of a law school (designated 
by the President), and a practicing lawyer versed in Federal admin- 
istrative law and representative of the legal profession (also designated 
by the President). This Commission is to act in conjunction with 
the various Government agencies, and collaborate with a voluntary 
uncompensated advisory committee representative of Government 
agencies and private and professional interests. The committee is of 
the opinion that the caliber of the men who will become members of 
the Commission is so high that there need be no fear that anything 
but the highest degree of sincerity, and the most careful study, would 
go into the formulation of the new rules of practice. As stated before, 
the various agencies cull ideas and precedents from one another just 
as the courts of law do. The purpose of this Commission would be 
to cull together the ideas and precedents from all the various agencies 
and, through collaboration with these agencies and representatives of 
the bar and of legitimate private interests, decide on those rules and 
on that practice which shall most nearly conform to the desires of all 
concerned in the interest of simplicity and uniformity. 
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Before such rules of practice and procedure shall go into effect, 
they must be at least before the attention of the Congress for most of 
one session, in order that Congress may have the opportunity to pass 
on them. In other words, the act provides that rules of practice and 

rocedure shall be presented to the Congress, within 30 days of the 

eginning of the session, and that they shall not become effective until 
10 days after the adjournment sine die of that particular session. This 
in effect will give the Congress ample opportunity to study the matter 
and in order to afford the Congress the right to pass on such proposed 
rules and practice it is intended that a concurrent resolution be passed 
by the House and the Senate disapproving any or all of such rules and 
procedure as it may deem not to be desirable. The corollary of this 
proposition is, of course, that if the Congress does not take any action 
on the particular recommendation made by the Commission, that such 
rules of practice and procedure are needed, they are to be deemed, by 
the silence of Congress, approved. The committee believes that 
precedents for this particular procedure is found in the analogy of 
submitting to congressional veto, reorganization plans proposed by the 
Executive or rules of judicial procedure proposed by the judiciary. 

As to the question of rigid codification, the committee is of the 
opinion that no group of rule makers would seek to impose unworkable 
rules of practice and procedure for the reason that to do so would 
destroy the project in the field of administrative law just as readily as 
in the judicial field. 

The committee wishes to reemphasize the fact that the field of 
administrative law is the only field at the present time that does not 
have a set of rules for practice and procedure. It is the thought of the 
committee that in this young field, which has already grown so im- 
portant and seems certain to grow much greater, its rules of practice 
and procedure should grow along with it, and that the changes in the 
practice before it shall change with the growth of administrative law. 
That the two shall grow together is the aim of S. 17. The objective 
of all law is the rendition of justice. In no phase of the law is there 
more infringement with the man in his every day activity than in the 
operation of administrative law. Here we have the human effort 
brought before the state to have its rights assured and its wrongs re- 
dressed. 

There is not much question but what the administrative house 
should put its business in order as was done for the Federal civil and 
criminal law. Our wartime experience alone demonstrates that there 
is a limit to the patience of the people even in times of emergency. 
Better public relations can be achieved by our administrative agencies 
by coordination; and there will be a lack of ability on the part of 
administration to meet new problems in society, or to win the neces- 
sary acceptance of extended government, unless this is done. Con- 
sequently, in the matter of Federal legal procedure alone, we are in 
the position of having one weak link in the precious chain which holds 
together the whole mechanism for the administration of Federal 
justice. With the establishment of rules and practice before Federal 
agencies we shall then have covered the scope of Federal law, and will 
have brought the rules of practice and procedure in all of our Federal 
law as nearly as is possible to simplification as can be expected or can 
be hoped for in the complicated field of democratic processes. 
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The committee has dealt with various of the apprehensions and 
fears stated about this legislation and find them to be lacking in sub- 
stance when weighed against the benefits derived from similar work 
heretofore attempted. The committee is of the opinion that the 
salutary effects and the end results that would be obtained by the 
enactment of this bill far outweigh the objections to it, and for this 
reason recommends S. 17 be considered favorably. 

Attached hereto and made a part of this report is the report of 


the’ Department of Justice relative to a similar bill of the Eighty- 
first Congress. 





DEPARTMENT OF JUSTICE, 
OFFICE OF THE ASSISTANT TO THE ATTORNEY GENERAL, 
Washington, July 15, 1949. 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Mr. CuarrMan: This is in response to your request for the views 
of this Department relative to the bill (S. 527) to provide general rules of prac- 
tice and procedure before Federal agencies. 

Section 1 of the bill provides that the definitions in the Administrative Pro- 
cedure Act shall be applicable to the same terms used in this bill. 

Section 2 of the bill provides that an Administraitve Rules Commission shall 
formulate and transmit to the Attorney General for report to Congress general 
rules of practice and procedure for agencies, including forms and such rules as it 
may deem appropriate in agencies respecting judicial proceedings for the enforce- 
ment or review of agency action. Such rules shall neither abridge, enlarge, nor 
modify substantive powers or limitations respecting any agency, nor may they 
provide or withdraw authority to hold hearings or to issue compulsory process. 
The rules will take effect as specified in the bill, unless they are disapproved by 
concurrent resolution of Congress. After such rules become effective, all laws 
and agency rules or practices in conflict therewith shall, to the extent of such 
conflict, be of no further force or effect except in the case of an agency proceed- 
ing initiated prior to the effective date of the rules. Changes in the rules shall 
be made in the same manner. So far as any administrative function is exempt 
from such general rules by statutory definition or by the rules, they shall never- 
theiess be treated as models for adoption to the extent that the policy of the act 
and the ends of justice will be served. 

Section 3 provides for the establishment of the Administrative Rules Commis- 
sion, consisting of Members of Congress, an Assistant Attorney General, the head 
of an independent agency, a chief judge of a judicial circuit, a dean of a law 
school, and a practicing lawyer. Provision is made for reimbursement for travel, 
subsistence, and other necessary expenses. A chairman and secretary will be 
elected from the membership. Professional and clerical assistants may be ap- 
pointed without regard to civil service laws or the Classification Act. The Com- 
mission is to collaborate with other advisory committees representative of Gov- 
ernment agencies and private or professional interests. The Attorney Genera 
will be responsible for the Commission’s quarters, facilities, and budget. The 
appropriation of funds to carry out the provisions of the Act is authorized. 

Pandan rules of procedure are, of course, codified in the Administrative 
Procedure Act. Beyond that it is believed to be desirable that each agency 
should be permitted to formulate its own rules of practice to meet the special 
needs of the particular subject matter handled by the agency. For example, this 
Department has found it necessary to adopt regulations which govern the admis- 
sion and disbarment of attorneys and other representatives who appear in pro- 
ceedings before the Immigration and Naturalization Service and the Board of 
Immigration Appeals. It is an important purpose of these regulations to pro- 
vide safeguards against one of the peculiar hazards inherent in immigration work, 
i. e., the likelihood that persons who are handicapped because of unfamiliarity 
with our language and customs will be defrauded by unscrupulous representa- 
tives. This experience is illustrative of problems in other departments and 
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agencies which deal with unique subject matter. It is believed that uniform pro- 
cedures may result in bringing a rigidity and inflexibility to the administrative 
process which in turn may imperil the substantive rights of individuals. 

For the foregoing reasons, the Department of Justice is unable to reeommend 
the enactment of the bill. 

Yours sincerely, 
Pryton Forp, 
The Assistant to the Attorney General. 


O 
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REPRISALS AGAINST CONGRESSIONAL WITNESSES 


JUNE 11 (legislative day, May 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


s [To accompany S. 1390] 
>a 


The Committee on the Judiciary, to which was referred the bill 
-(s. 1390) to amend sections 1505 and 3486 of title 18 of the United 
States Code relating to congressional investigations, having considered 


the same, reports favorably thereon, with amendments, and recom- 
mends that the bill, as amended, do pass. 


AMENDMENTS 


1. On page 1, line 7, delete the word ‘‘as’’ and insert in lieu thereof 
the word “being”’ 

2. On page 2 ’ line 2, following the word ‘“‘attending”’ insert a comma 
and the words “ ‘by request of either House or committee thereof,’ 

3. On page 3, line 3, following the word ‘“‘witness’’ insert a comma 
and the words “‘by request of either House or committee thereof,’’ 

4. On page 2, line 13, following the word “‘after’’ and before the 
word “attending”’ insert the word ‘‘so”’ 

On page 2, lines 16 and 17, delete the words ‘“‘prima facie evi- 

ed : and insert in lieu thereof the words “a rebuttable pre 
sumption” 


PURPOSE OF AMENDMENTS 


The first amendment is simply one of form and draftsmanship, 1 
being the custom to use the word “‘being”’ instead of the word ‘“‘as”’ 

The second and third amendments, by use of the words “‘by request 
of either House or committee thereof,” obviate the possibility of any 
persons securing temporary immunity from discipline through the 
device of crashing a hearing. 
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The fourth amendment is used for the purpose of having the second 
paragraph of section 1 of the bill conform to the first paragraph of said 
section, as amended. 

The fifth amendment is used to tighten up the section from the point 
of view of legal procedure. 

PURPOSE 


The purpose of the bill is to protect witnesses from reprisal when 
testifying at congressional investigations. 


STATEMENT 


This bill, as amended, amends sections 1505 and 3486 of title 18 of 
the United States Code, so as to make it a violation of law for any 
officer of the Federal Government to dismiss or otherwise discipline a 
government employee for testifying before a committee of Congress. 

It is essential to the political health, well-being, and security of our 
Nation that every witness before a committee of Congress have every 
opportunity to testify without mental reservation, and to enjoy 
complete freedom from reprisal. 

This bill is designed to insure-any member of the Armed Forces or 
other officer or employee of the Government, who can offer pertinent 
and constructive testimony at a congressional hearing, that he may 
speak the truth, the whole truth, and nothing but the truth, without 
fear that he will suffer because his testimony may offend someone 
higher than himself in the Government hierarchy. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of Rule X XIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Tirte 18, Unrrep States Cope} Sec. 1505, Parr 1, Cx. 73 


§ 1505. Influencing or injuring witness before agencies and committees 

(a) Whoever corruptly, or by threats or force, or by any threatening letter or 
communication, endeavors to influence, intimidate, or impede any witness in any 
proceeding pending before any department or agency of the United States, or in 
connection with any inquiry or investigation being had by either House, or any 
committee of either House, or any joint committee of the Congress; or 

Whoever injures any party or witness in his person or property on account of 
his attending or having attended such proceeding, inquiry, or investigation, or on 
account of his testifying or having testified to any matter pending therein, or; 

Whoever corruptly, or by threats or force, or by any threatening letter or com- 
munication influences, obstructs, or impedes, or endeavors to influence, obstruct, 
or impede the due and proper administration of the law under which such pro- 
ceeding is being had before such department or agency of the United States, or 
the due and proper exercise of the power of inquiry under which such inquiry or 
investigation is being had by either House, or any committee of either House or 
any joint committee of the Congress— 

Shall be fined not more than $5,000 or imprisoned not more than five years, 
or both. 

(b) Whoever being an officer of the United States or of any department or agency 
thereof causes or attempts to cause a witness, who is a member of the Armed Forces 
of the United States or an officer or employee of the United States or of any depart- 
ment or agency thereof, to be demoted, dismissed, retired, or otherwise disciplined on 
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account of his attending or having attended, request of either House or committee 
thereof, any inquiry or investigation being had by either House, or any committee of 
either House, or any joint committee of the Congress, or on account of his testifying 
or having testified to any matter pending therein, or on account of his testimony on 
any matter pending therein, unless such testimony discloses misfeasance, malfeasance, 
dereliction of duty, or past ‘reprehe nsible conduct on the part of such witness, shall be 
jined not more than $5,000 or imprisoned not more than five years, or both. 

The demotion, dismissal, or retirement (other than voluntary or for physical dis- 
ability) of such witness within one year after so attending or testifying in such inquiry 
or investigation, unless such testimony discloses misfeasance, malfeasance, dereliction 
of duty, or past reprehensible conduct on the part of such witness, shall be considered 
a rebuttable presumption that such witness was demoted, dismissed, or retired because 
of such attendance or such testimony. 


TITLE 18, Sec. 3486, Part 2, Cn. 223 


§ 3486. Testimony before Congress: Immunity 


(a) No testimony given by a witness before either House, or before any com- 
mittee of either House, or before any joint committee established by a joint or 
concurrent resolution of the two Houses of Congress, shall be used as evidence 
in any criminal proceeding against him in any court, except in a prosecution for 
perjury committed in giving such testimony. But an official paper or record 
produced by him is not within the said privilege. 

(b) No witness, who is a member of the Armed Forces of the United States or an 
officer or employee of the United States or of any department or agency thereof, shall 
be demoted, dismissed, retired, or otherwise disciplined on account of testimony given 
or official papers er records produced by such witness, by request of either House or 
committee thereof, before either House, or before any committee of either House, or 
before any joint committee established by a joint or concurrent resolution of the two 
Houses of Congress, unless such testimony is given or such official papers or records 
are produced in violation of law, or unless such testimony or the production of such 
fees or records discloses misfeasance, malfeasance, dereliction of duty, or repre- 

ensible conduct on the part of such witness. 
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REPORT 


[To accompany H. R. 1800] 
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The Committee on the Judiciary, to which was referred the bill 
(H. R. 1800) for the relief of Lucy Kong Lee, having considered the 
same, reports favorably thereon, with amendments, and recom- 
mends that the bill, as amended, do pass. 


AMENDMENTS 


1. On page 1, line 5, beginning with the word “Lucy” strike out 
all down through the word “‘widow”’ on line 6 and insert in lieu thereof 
“‘the estate’. 

2. Amend the title to read: 

An act for the relief of the estate of Chin Hien Lee. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to pay the 
sum of $6,738.51 to the estate of Chin Hien Lee, of Honolulu, T. H., 
in full settlement of all claims against the United States for personal 
injuries sustained by the said Chin Hien Lee when he was struck by a 
vehicle driven by personnel of the United States Army at the inter- 
section of Nuuanu and Queen Streets, Honolulu, T. H., on January 
20, 1941. 

STATEMENT 


The claimant in this case is the estate of a former Honolulu police- 
man, who was injured when struck by an Army truck being operated 
on official business in the city of Honolulu on January 20, 1941. At 
the time of the accident Mr. Lee was crossing the street at an inter- 
section unprotected by traffic lights. The Army driver apparently 
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failed to observe Mr. Lee and although he tried to avoid the accident 
the right front wheel hub struck the pedestrian’s left leg causing 
fracture of the tibia and fibula. As a result of his injury Mr. Lee 
was so disabled as to be forced to retire from the police department. 
Thereafter he received retirement pay of about $150 a month which 
he was able to supplement from time to time by earnings as a col- 
lector and watchman. He was unable to work at all after 1946. 
He had a wife and one minor child depednent. He died on September 
3, 1950, not as a result of the injuries received in this accident. 

The Department of the Army in a report dated July 21, 1949, 
admits that the injuries sustained by Mr. Lee were not caused by 
any fault or negligence on his part but were caused solely by the 
negligence of the Ar my driver in failing to exercise proper care and 
judgme nt in the operation of the Army truck and to yield the right 
of way to a pedestrian who had entered the intersection. At that 
time (Mr. Lee being still alive) the Department recommended an 
award in the amount of this bill composed of $4,000 for personal 
injuries; $2,688.51 for loss of earnings; and $50 for medical expenses. 

Ordinarily, the committee is reluctant to make an award for 
personal injuries suffered when such personal injuries were not the 
cause of death. However, in this case there appear to be exceptional 
circumstances which cause the committee to recommend favorable 
action on the bill as it passed the House of Representatives. That is 
to say that the committee understands that very few, if any, private 
relief bills for the benefit of inhabitants of Hawaii were introduced in 
the Congress during the war years. Thereafter, beginning in 1946, 
approximately 800 of such bills have been so introduced. Naturally, 
all of these bills could not be acted on at once nor could the necessary 
reports be obtained from the departments. Therefore, since it is 
apparent that had this bill been brought to the attention of the 
respective committees during Mr. Lee’s lifetime the award would 
have been made to him as recommended by the Department of the 
Army, it seems only fair and reasonable to give the widow, through 
the estate, the benefit which she doubtless would have shared with her 
husband. 

Details of the accident and the damages sustained by Mr. Lee are 
set forth in House Report No. 20 of the Eighty-second Congress, 
first session and need not be reprinted here. 
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Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany 8. Con. Res. 34] 


* The Committee on the Judiciary, to which were referred certain 
cases in which the Attorney General has suspended deportation for 
more than 6 months, having considered the same, reports favorably on 
certain of said cases and recommends that Senate Concurrent Resolu- 
tion 34 with reference to certain of said cases do pass. 


PURPOSE OF THE CONCURRENT RESOLUTION 


The purpose of the concurrent resolution is to record congressional 
approval in accordance with Public Law 863 of the Eightieth Congress 
of suspension of deportation in certain cases in which the Attorney 
General had suspended deportation for more than 6 months. 


STATEMENT OF FACTS 


Since 1940 and prior to July 1, 1948, the law provided in substance 
that the Attorney General may suspend deportation of certain aliens 
if he finds that such deportation would result in serious economic 
detriment to a citizen of the United States or legally resident alien 
who is the spouse, parent, or minor child of such deportable aliens. 
Under the then existing law such deportation was subject to review 
by the Congress; but if within a designated period of time the Con- 
Ee did not pass a concurrent resolution stating in substance that the 

ongress does not favor the suspension of deportation, the suspension 
was final, and the status of the alien involved was adjusted to that of 
a permanent resident. 





CERTAIN CASES OF SUSPENDED DEPORTATION 


Public Law 863 of the Eightieth Congress (approved July 1, 1948) 
enlarged the classes of deportable aliens who were eligible for sus- 
pension of deportation by adding to the group of aliens eligible for 
suspension (a) certain aliens theretofore ineligible by reason of race 
and (b) aliens who have resided continuously in the United States for 
7 years or more and were residing in the United States on the effective 
date of the act. The present law- required affirmative congressional 
approval in each case before the suspension of deportation becomes 
final and the status of the alien can be adjusted to that of a permanent 
resident. 

Included in the concurrent resolution are 308 cases which were 
among 487 cases referred to the Congress on March 1, 1951, March 
15, 1951, April 2, 1951, and April 16, 1951. Eight cases of the 487 
cases referred to the Congress on the above dates have been approved 
by the Congress and 171 cases have been held for further study and 
investigation. 

In each case which is recommended for approval, a careful check has 
been made to determine whether or not the alien (a) has met the 
requirements of the law, (6) is of good moral character, and (ce) is 
possessed of strong equities which would warrant the suspension of 
deportation. 

The committee, after consideration of all the facts in each case 
referred to in the concurrent :resolution, finds that the concurrent 
resolution should be enacted arid it accordingly so recommends its 
enactment, 
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gore, from the Committee on the Judiciary, submitted the 
following 


LAW LIBR 


REPORT 
{To accompany H. R. 1746] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 1746) amending subdivisions d and e of section 58 of the Bank- 
ruptey Act, approved July 1, 1898, and acts amendatory thereof and 
supplementary thereto, having considered the same, reports f: ivorably 
thereon without amendment, and recommends that the bill do pass. 


PURPOSE 


The purpose of the bill is (a) to make the publication of notices of 
the first meeting of creditors in bankruptcy proceedings discretionary 
with the court, instead of mandatory as provided by existing law, 
and (b) to require the mailing of a copy of the notice of the first 
meeting of creditors to the Comptroller General of the United States 
and to th nead of any department, agency, or instrumentality of the 
United States disclosed to be a creditor from the schedule filed in such 
case. 

STATEMENT 


An identical bill was passed by the House during the Eighty-first 
Congress and reported favorably by this committee but no action was 
taken by the Senate. 

The present law (11 U.S. C. 94d) requires that in all cases the 
notice of the first meeting of creditors be published. This act would 
place such notice (of first meeting) on ese tly the same basis as al 
other notices in bankruptcy proceedings, i. e., discretionary with the 
court, 
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Attention is directed to the fact that the law, as set forth in section 
58 of the Bankruptcy Act, requires that all creditors shall have at 
least 10 days’ notice by mail of all meetings of creditors, which includes 
the first meeting as well as all other meetings of creditors. These 
notices are to be mailed to the creditors at their respective addresses 
fi me appear in the list of creditors in the petition, or as afterward 
ec 

The committee feels that the notices of the first meetings of creditors 
should be published, under order of the court, in all cases in which 
the court determined it to be advisable, but would eliminate the 
necessity ef publication of such notices in those cases, if any, in which 
the court determined that no good purpose would be served by the 
publication of such notice. The committee further feels that the 
court before which the proceeding is pending will make the decision 
wisely as to publication of notices, by reason of the fact that the court 
is in possession of sufficient information to be fully advised in the 
premises. 

One of the arguments strongly supporting passage of this bill is 
the saving of administrative costs to the Government and the debtor. 
The Administrative Office of the United States Courts has estimated 
that $50,000 of Federal funds would be saved each year. The actual 
printing expense, approximately $3 per notice, appears to be minor, 
compared to the clerical work incident to approving a paper in each 
county in the United States in which such notices may be published, 
and following through all the requirements of the General Accounting 
Office until final payment of the voucher in each case. The details of 
that procedure are clearly set forth in House Report No. 113, Eighty- 
first Congress, which is reprinted here in part: 


[H. Rept. No. 113, 81st Cong.] 


The proposal to amend section 58d was considered by the bankruptey com- 
mittee of the Judicial Conference of Senior Circuit Judges and by the conference 
itself at its regular meeting held in Washington in September 1947. This action 
was reaffirmed at the last regular meeting of the conference held in September 
1948. The report of the conference dealing with this matter is as follows: 

“The committee proposed an amendment to section 58d of the Bankruptcy Act, 
as amended, under which the present mandatory provisions concerning the publi- 
cation of notice of the first meeting of the creditors would be made discretionary, 
It was submitted that inasmuch as section 58a makes mandatory the mailing of 
such notice to all creditors, the present requirement of publication is, in almost 
all cases, superfluous, and is not of sufficient value to warrant the expense and the 
inconvenience and annoyance involved. It was pointed out that the adoption of 
the proposed modification would not only result in substantial economies in oper- 
ation, but would relieve the referees of the difficulties which they are now en- 
countering in attempting to comply with the involved and complex rules govern- 
in the printing of such notices at Government expense. 

‘*The conference approved the committee’s recommendation, and directed that 
the proposed amendment be submitted to the Congress with recommendation by 
the conference for its enactment.” 

Under the Referees’ Salary Act (60 Stat. 323 et seq.) which became effective 
July 1, 1947, the cost of publishing the first meeting notice is paid from moneys 
appropriated annually by Congress to meet the expenses of operating the bank- 
ruptey courts. This makes it necessary to comply with all the procedures and 
regulations applicable to Government advertising. This must be done in every 
case in order to secure the payment of a charge that averages about $3 per case. 
When this work is multiplied by the number of bankruptev cases filed each vear 
(estimated at between nineteen and twenty thousand for this year), it results in a 
tremendous burden on the referees and their clerical staffs. 

Furthermore, these procedures are all new to the referees. They involve, first, 
the procurement from at least one newspaper in every county designated by the 
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district judges as papers in which notices shall be published, of a sworn statement 
of rates. This must be obtained in duplicate on Standard Forms 1142 and 1142a. 
Both copies go to the United States marshal of the district who acts as disbursing 
officer. One remains with him and the other is transmitted with the first adver- 
tising voucher to the Audit Section of the Administrative Office of the United 
States Courts, and then to the General Accounting Office. The rates furnished 
by the newspapers vary greatly in amount and in the basis of computation. Vary- 
ing rates per word, per line, per square, per agate, and per folio are given as well 
as flat rates and even dua! or multiple rates. 

Second, after the rates are procured the referee is required to issue an advertising 
order in triplicate on Standard Forms 1143 and 1143a which is sent to the pub- 
lisher with the advertising copy. This order and the regulations of the General 
Accounting Office require the advertisement to be “‘set solid’’ without display, 
which means without capitals or paragraphs. 

This requirement has caused endless correspondence between the newspapers, 
the referees, the marshals, the administrative office, and the General Accounting 
Office. It is extremely expensive and time consuming as well as annoying to 
everyone concerned, 

Third, after publication the publisher is required to prepare in triplicate a public 
voucher for payment on Standard Forms 1144 and 1144a. ‘To this is attached a 
copy of the advertisement as it appeared in the newspaper. ‘This is then sent to 
the referee for approval, then forwarded to the administrative office where it is 
audited before transmission to the General Accounting Office for final approval. 
All of these procedures must be followed in every case in order to procure payment 
of a charge, averaging about $3 per case. 

The appropriation for referees’ expense for the fiscal year 1948 contained the 
sum of $62,500 for publication of first meeting notices, and the amount granted 
for 1949 is $70,000. It is estimated if publication is made discretionary rather 
than mandatory, that $50,000 a vear will be saved in the direct cost. This, 
however, will be far exceeded by the amount that can be saved indirectly by 
relieving the clerks and stenographers all along the line of this mass of corre- 
spondence and paper work beginning in the referees’ offices through the United 
States marshals’ offices, the administrative office, and the General Accounting 
Office. 

It is the view of the committee that publication of the first meeting notice is of 
little additional value to the notice by mail in a great majority of cases, and does 
not justify the over-all cost of publishing and servicing such notices. 


The argument that has been presented against this bill is that the 
failure to publish notice in a particular case might cause some creditor 
to not learn of the pendency of the proceeding or that failure to so 
publish the notice would make it more difficult (or impossible) for 
credit-reporting agencies to keep abreast of the credit standing of 
certain firms, and thereby be unable to be of maximum service to 
those persons or firms making use of the credit-reporting service. It 
is believed by the committee that the additional power of discretion 
which would be conferred upon the courts by this bill would be used 
wisely and to the detriment of no one. 

Under existing law, the clerks of the Federal courts are required to 
mail a certified copy of every order of adjudication in any bankruptcy 
case forthwith upon the entry thereof to the Commissioner of Intern: al 
Revenue. This act will require that a certified copy be mailed also 
to the Comptroller General of the United States. Further, this act 
will provide that a notice of the first meeting, of creditors shall be 
mailed also to the head of any department, age ne vy, or instrumentality 
of the Government disclosed in said proceedings to be a creditor. 
The effect of this provision does nothing more than offer the Govern- 
ment the same protection enjoved by other creditors. 

In view of the foregoing and the comments contained in the letters 
from the Department of Justice, the Administrative Office of the 
United States Courts, and the General Accounting Office, which leiters 
are attached hereto and made a part of this report, the committee 
recommends favorable consideration of this bill. 
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DEPARTMENT OF JUSTICE, 
OrricE OF THE Deputy ATTORNEY GENERAL, 
Washington, April 30, 1951, 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (5. 1017) to amend subdivisions d and e 
of section 58 of the Bankruptey Act, approved July 1, 1898, and acts amendatory 
thereof and supplementary thereto. 

Section 58d of the Bankruptey Act provides that: ‘‘Notice to creditors of 
the first meeting shall be published at least once and may be published such 
number of additional times as the court may direct; the last publication shall be 
at least 1 week prior to the date fixed for the meeting * * *.’’ The bill would 
eliminate this requirement and substitute in lieu thereof the following: ‘Notice 
to creditors may be published as the court shall direct.’’ This provosal was 
originally recommended by the Bankruptcy Committee of the Judicial Conference 
of Senior Circuit Judges and was approved by the Conference itself at its reguiar 
meeting held in Washington, D. C., in September 1947. As explained in House 
Report No. 133 of the Eighty-first Congress relating to H. R. 2513—a bill which 
failed of enactment in that Congress but which had language indentical to that 
contained in 8. 1017—the present provisions of section 58d have proved largely 
superflous in the light of the existing requirement of section 58a of the act that: 
‘Creditors shall have at least 10 davs’ notice by mail * * * of * * * (3) 
all meetings of creditors,’’ which, of course, includes the first meeting of creditors. 
As also indicated in that report the present requirement has proved both expensive 
and cumbersome, the latter by reason of the complex regulations pertaining to the 
placing of Government advertising copy and the auditing of charges incurred 
therefor. 

The bill would also amend section 58e of the Bankruptcy Act to require that 
the Comptroller General, in addition to the Commissioner of Internal Revenue, 
shall receive (a) notice of the first meeting of creditors, and (b) ‘‘a certified copy 
of every order of adjudication forthwith upon the entry thereof.” The amend- 
ment would further provide that: ‘“‘Whenever the schedules of the bankrupt, or 
the list of creditors of the bankrupt, or any other papers filed in the case disclose 
a debt to the United States acting through any department, agency, or instru- 
mentality thereof, a notice of the first meeting shall be mailed as well to the head 
of such department, agency, or instrumentality.’”’ The need for this amendment 
is explained in the following excerpt from a letter of this Department printed at 
page 3 of the report mentioned above: 

“In connection with the above matter, another aspect of the notice problem 
would appear to require legislative correction. There is at present no provision 
in the Bankruptey Act for giving proper notice to the United States in all pro- 
ceedings wherein the latter is a claimant. As a result, situations have arisen from 
time to time in which rights of the United States have been adversely affected, 
such as by failure to file proofs of claim within the 6-month limit provided by 
section 57n of the Bankruptey Act (11 U. 8. C. 93 (n)) because knowledge was 
imputable to some officials of the Government but not to those charged with the 
functions of stating claims for the Government or of asserting them in the courts. 
Under the provisions of section 58e of the act (11 U. S. C. 94 (e)) notices to the 
collector of internal revenue and to the Commissioner of Internal Revenue are 
mandatory, even where the schedules filed in the proceedings do not mention any 
revenue claim of the United States. (See 3 Collier on Bankruptcy (14 ed.) see. 
58.18.) None of these officials is, however, a general representative of the United 
States. Under existing law “all claims and demands whatever by the Govern- 
ment of the United States or against it, and all accounts whatever in which the 
Government of the United States is concerned, either as debtor or creditor, shall 
be settled and adjusted in the General Accounting Office” (R. 8S. 236, 31 U.S. C. 
71). It would seem desirable therefore to require that notice be given to the 
Comptroller General in all cases involving nonrevenue claims.” 

Accordingly, the Department of Justice favors the enactment of the bill. 

The Director of the Bureau of the Budget has advised that there is no objection 
to the submission of this report. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 
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ADMINISTRATIVE OFFICE, 
OF THE UNITED States Courts, 
Washington 13, D. C., March 6, 1951. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


Dear Senator McCarran: A bill (S. 1017) has been introduced in the Senate 
by Senator Kilgore, to amend sections 58d and 58e of the Bankruptey Act (11 
U.S. C. 94d and 94e). If enacted it would make the publication of notices of the 
first meeting of creditors in bankruptcy proceedings discretionary with the court 
instead of mandatory as presently provided by section 58d of the Bankruptcy Act. 

A companion bill (H. R. 1746) is pending in the House and has been reported 
favorably by the Committee on the Judiciary of the House of Representatives. 
At the last session of Congress an identical bill (H. R. 2513) was passed by the 
House and was reported favorably by your Committee on the Judiciary (S. R. 
No. 2697). 

The change in section 58d wiil result in a saving of unnecessary labor and expense 
and thus will be a means of economy. It is considered that inasmuch as section 
58a of the Bankruptey Act, which will not be changed by the bill, requires the mail- 
ing of notice of the first meeting of creditors, the publication of notice serves no 
useful purpose and is a source of unneressary expense and trouble. It requires 
very burdensome detail in arranging for the publication and in compliance with the 
detailed regulations for the payment of the cost of publication. It is estimated 
that if the bill is enacted and the publication of the first meeting notice made dis- 
cretionary with the court, there will be a direct saving of as much as $50,000 a 
vear. Also and even more important, will be the savings in time and labor in the 
referees’ Offices, in the marshals’ offices through whom the publication vouchers 
are paid, in the Administrative Office of the United States Courts and in the Gen- 
eral Accounting Office where the disbursements for this purpose are finally audited. 
Under the terms of the bill the court may still order the publication of first meeting 
notices in cases in which the circumstances seem to make it desirable. 

The change in section 58d was recommended by the Judicial Conference of the 
United States at its regular meeting in September 1947 and reaffirmed at the regu- 
lar meetings of the conference held in September 1948 and September 1949. The 
action by the Judicial Conference was as follows: 

“The committee proposed an amendment to section 58d of the Bankruptey 
Act, as amended, under which the present mandatory provisions concerning the 
publication of notice of the first meeting of the creditors wouid be made dis- 
cretionary. It was submitted that inasmuch as section 58a makes mandatory 
the mailing of such notice to all creditors, the present requirement of publication 
is, in almost all cases, superfluous, and is not of sufficient value to warrant the 
expense and the inconvenienee and annoyance involved. It was pointed out 
that the adoptien of the proposed modification would not only result in substan- 
tial economies in operation, but would relieve the referees of the difficulties which 
they are now encountering in attempting to comply with the involved and com- 
plex rules governing the printing of such notices at Government expense. 

“The conference approved the committee’s recommendation, and directed that 
the proposed amendment be submitted to the Congress with recommendation by 
the conference for its enactment” (p. 15 of the September 1947 report of the 
Judicial Conference). 

“The conference renewed its recommendation that section 58d of the Bank- 
ruptey Act, as amended, be amended so that the publication of the notice of 
the first meeting of creditors shall be discretionary, the same as provided for the 
publication of other notices” (p. 32 of the September 1948 report of the Judicial 
Conference). 

“The conference renewed its previous recommendations that section 58d of the 
Bankruptey Act, as amended, be amended to provide that the publication of the 
notice of the first meeting of creditors shall be discretionary, the same as provided 
for the publication of other notices’”’ (p. 13 of the September 1949 report of the 
Judicial Conference). 

The amendment of section 58e was suggested by the Department of Justice. 
It provides for the mailing by the clerk of the United States district court of 
certified copies of orders of adjudication in bankruptcy to the Comptrolier General 
as well as the Commissioner of Internal Revenue as now required. Furthermore, 
it provides that the court shall mail or cause to be mailed a copy of the notice of 
the first meeting of creditors to the Commissioner of Internal Revenue, the 
Collector of Internal Revenue for the district where the court is located and to 
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the Comptroller General. It also requires a copy of such notice to be mailed to 
the head of any department, agency, or instrumentality of the Government 
whenever the schedules of the bankrupt or other papers filed in the case disclose a 
debt to the United States acting through any department, agency, or instrumen- 
tality. The purpose of these provisions is to make certain that notice of bank- 
ruptcy proceedings affecting claims of the Government against a bankrupt shall 
be given to the appropriate representative of the Government so that the interests 
of the Government may be fully and timely protected. 

The removal of the mandatory requirement by the publication of the notice of 
the first meeting of creditors undoubtedly will result in very substantial direct 
and indirect savings in the cost.of administering bankruptcy cases. The enact- 
ment of the pending bill is, therefore, considered highly desirable and in the public 
interest. 

With kind regards, I am, 

Sincerely yours, 
Henry P. CHANDLER. 





COMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington, March 8, 1951. 
Hon. Par McCarran, 
Chairman, Senate Judiciary Committee, United States Senate. 


My Dear Mr. CuHarrMAN: There has come to my attention 8. 1017, Eighty- 
second Congress, first session, entitled, ‘‘A bill to amend subdivisions d and e 
of section 58 of the Bankruptcy Act, approved July 1, 1898, and acts amendatory 
thereof and supplementary thereto,’ which is pending before your committee. 

S. 1017 appears to be identical with H. R. 1746, Eighty-second Congress, first 
session, pending before the House Judiciary Committee, and identical in its 
pertinent provisions, with H. R. 2513, Eighty-first Congress, first session, which 
passed the House of Representatives on March 21, 1949. For the use of your 
committee in considering 8. 1017, there is enclosed a copy of the Comptroller 
General’s report of May 11, 1950, to the Honorable Frank A. Graham, United 
States Senate, on H. R. 2513. The views and comments expressed therein are 
still applicable, and favorable consideration of S. 1017 is strongly recommended. 

Sincerely yours, 
Frank L. YATEs, 
Acting Comptroller General of the United States. 





COMPTROLLER GENERAL OF THE UNITED S?TATEs, 
Washington 25, May 11, 1950. 
Hon. Frank P. GRAHAM, 
Subcommittee Chairman, Senate Judiciary Committee, 
United States Senate. 

My peAR SENATOR GRAHAM: There has come to my attention H. R. 2513, 
Kighty-first Congress, first session, entitled ‘‘An act to amend subdivisions d and 
e of section 58 of an act entitled ‘An act to establish a uniform system of bank- 
ruptcy throughout the United States,’ approved July 1, 1898, and acts amendatory 
thereof and supplementary thereto,’’ pending before your subcommittee. 

The proposed amendment of section 58e of the Bankruptey Act (11 U. 8. C. 
94 (e)), so as to require that certain notices be given to the Comptroller General, 
was suggested by the Department of Justice in the letter quoted, in its pertinent 
portion, in House Report No. 133, accompanying the aforesaid H. R. 2513. The 
passage of this legislation is deemed important to the proper functioning of this 
Office in the handling of claims with respect to debtors involved in bankruptcy 
proceedings and is deemed to be in the best interests of the United States. 

Under present procedure, this Office necessarily must depend upon the adminis- 
trative offices concerned for notice regarding the filing of bankruptcy proceedings 
and, while it is true that the Comptroller General’s letter of April 27, 1942 (21 
Comp. Gen. 1163), requested the administrative offices to advise the General 
Accounting Office as soon as there is received notice of benkruptey proceedings of 
a Government debtor, this Office has not received notice in a number of bank- 
ruptcy cases until the period for filing proofs of claim under section 57 (n) and 
similar sections of the Bankruptcy Act, as amended, had expired or the expiration 
of such period has been so imminent as to compel this Office to depend upon 
telegrams to the clerk of the court, or upon letters which previously may have 
been sent by an administrative office to various officials involved in the pro- 
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ceedings, as a preliminary and contingent proof of claim—see In re Weco Equip- 
ment, Incorporated (55 F. Supp. 532, affirmed 145 F. 2d 830) In re Lipman (65 F. 
2d 366.) However, the latter course is uncertain and tenuous at best. Also, in 
certain cases where the time for filing proofs of claim expired before this Offjee was 
notified of the proceedings, the Government’s proof of claim was rejected by 
reason of failure to file the same within the required time. 

Whenever a Government proof of claim is rejected, the result may be—and in a 
number of instances has been—a complete financial loss to the United States unless 
there exists of record here—or in one of the Government agencies—for set-off, 
otherwise allowable claims in favor of the party involved in the bankruptcy 
proceedings. However, in some cases, by reason of the delay in notifying this 
Office—or a Government agency holding available set-off credits—claims against 
the Government have been paid, without set-off action, before notice of the 
proceedings in bankruptcy is received. 

Without the benefit of the proposed amendment to the Bankruptey Act, the 
coordination in this Office of credits and debits as contemplated by the Budget and 
Accounting Act of June 10, 1921 (42 Stat. 24, 31 U. 8. C. 71), is considerably 
hampered and, by reason of the large number of bankruptcy proceedings in which 
the Government frequently has been and continues to be a substantial creditor, it 
is urged that affirmative action be taken to enact H. R. 2513 during the present 
session of the Congress. 

Sincrely yours, 
Linpsay C. WARREN, 
Comptroller General of the United States. 


CHANGES IN Existinc Law 


In compliance with rule XXIX of the Standing Rules of the Senate, 
as amended, there is printed below in roman, existing law in which no 
change is proposed, with new matter shown in italic, and with matter 
proposed to be omitted enclosed in black brackets: 


Section 58 or THE Bankruptcy Act (52 Star. 868) 


Sec. 58. Notices.—a. Creditors shall have at least ten days’ notice by mail, 
to their respective addresses as they appear in the list of creditors of the bankrupt 
or as afterward filed with the papers in the case by the ereditors, of (1) all examina- 
tions of the bankrupt, if the court so directs; (2) all hearings upon applications 
for the confirmation of arrangements and wage-earner plans; (3) all meetings of 
creditors; (4) all proposed sales of property: Provided, That the court may upon 
cause shown, shorten such time or order an immediate sale without notice; (5) the 
filing of all accounts of the receiver and trustee, for which confirmation is asked, 
and the time when they will be examined and passed upon; (6) the proposed com- 
promise of any controversy in which the amount claimed by either party in money 
or value exceeds $1,000; (7) the proposed dismissal of the proceedings, in cases 
where notice is required by subdivision g of section 59 of this Act; and (8) all 
applications by receivers, ancillary receivers, marshals, trustees, and attorneys 
for compensation from the estate for services rendered, specifying the amount and 
by whom made: Provided, That where a creditors’ committee has been appointed 
pursuant to this Act, the notice required by clauses (1), (4), and (6) of this sub- 
division shall be sent only to such committee and to the creditors who have filed 
with the court a demand that all notices under this subdivision be mailed to them. 

b. The court shall give at least thirty days’ notice by mail of the last day 
fixed by its order for the filing of objections to a bankrupt’s discharge (1) to the 
creditors, in the manner prescribed in subdivision a of this section; (2) to the 
trustee and his attorney, at their respective addresses as filed by them with the 
court; and (3) to the United States attorneys of the judicial district wherein the 
proceeding is pending. The court shall also give at least thirty days’ notice by 
mail of the time and place of a hearing upon objections to a bankrupt’s discharge 
(1) to the bankrupt, at his last known address as appears in his petition, schedules, 
list of creditors, or statement of effairs, or, if no address so appears, to his lest- 
known address as furnished by the trustee or other party after inquiry; (2) to the 
bankrupt’s attorney, if any, at his address as filed by him with the court; and 
(3) to the objecting parties and their attorneys, at their respective addresses as 
filed by them with the court. 
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c. All notices shall be given by the referee unless otherwise ordered by the judge. 
Any notice required by this Act may be waived in writing by any person entitled 
thereto. 

d. Notices to creditors [of the first meeting shall be published at least once 
and may be published such number of additional times as the court may direct; 
the last publication shell be at least one week prior to the date fixed for the 
meeting. Other notices] may be published as the court shall direct. 

e. The clerk shall mail to the Commissioner of Internal Revenue and to the 
Comptroller General of the United States a certified copy of every order of adjudi- 
cation forthwith upon the entry thereof. The court shall, in every case instituted 
under any provisions of this act, mail, or cause to be mailed, a copy of the notice of 
the first meeting of creditors to the Commissioner of Internal [Revenue] Revenue, 
[and] to the collector of internal revenue for the district in which the court is 
[located] located, and to the Comptroller General of the United States. Whenever 
the schedules of the bankrupt, or the list of creditors of the bankrupt, or any other papers 
filed in the case disclose a debt to the United States acting through any department, 
agency, or instrumentality thereof; a notice of the first meeting shall be mailed as well 
to the head of such department, agency, or instrumentality. 
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A¥BANK, from the Committee on Appropriations, submitted 
the following 


REPORT 


{To accompany H. R. 3880] 


The Committee on Appropriations, to whom was referred the bill 
(H. R. 3880) making appropriations for the Executive Office and 
sundry independent executive bureaus, boards, commissions, corpora- 
tions, agencies, and offices, for the fiscal year ending June 30, 1952, 
and for other purposes, report the same to the Senate with various 
amendments and present herewith information relative to the changes 
made. 


Amount of bill as passed House__._-__.__.-.----- $6, 144, 540, 355 


Amount of increase by Senate (net) __---- 77, 419, 265 


Amount of bill as reported to Senate 6, 221, 959, 620 


Amount of the appropriations, 1951 (as reduced 
under sec. 1214) 11, 932, 720, 332 


Amount of regular and supplemental estimates, 
6, 837, 677, 465 


The bill as reported to the Senate: 
Under the estimates for 1952_.__...._.-..--_-- 615, 717, 845 


Under the appropriations for 1951 5, 710, 760, 712 
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GENERAL STATEMENT 


The bill as reported to the Senate amounts to $6,221,959,620, 
which is $615,717,845 below the budget estimates and $77,419,265 
increase over the bill as passed the House. The bill is under the 
appropriations for 1951 by $5,710,760,712. 

he Senate committee received requests for restoration totaling 
$154,449,265, and approved increases amounting to $77,419,265. 

The larger part of the increases approved were for directly related 
national defense activities, as follows: 





Aten Tit Ten sc ee oe ee os $29, 000, 000 
National Advisory Committee for Aeronautices___._......-.._--- 16, 549, 520 
NOS Te IR oc oe ee oe ee cae ee tenen 4, 500, 000 

ease nem e hc ecetinion cence basseen at 50, 049, 520 


Next in size of the increases approved is the restoration of $20,000,- 
000 for payment to the civil service retirement and disability fund, 
in order to prevent the piling up of the deficit in that fund. 

The Public Housing Administration was increased by $6,400,000 
for administrative expenses, partly due to the increase in the limita- 
tion for low-rent public housing units to be started in 1952 from 5,000 
to 50,000. 

Additional increases are itemized in the tabulations included in 
this report. 


BILL RECOMMITTED BY SENATE 


On motion of Senator Ferguson, shortly after the bill was approved 
by the whole committee and reported to the Senate, and before the 
report could be printed, the bill was returned to the committee on 
June 12, 1951, with directions agreed to in colloquy to reduce personal 
services in each item of appropriation by 10 percent, in lieu of the 
5-percent reduction in personal services previously made by action 
of the whole committee. 

This action is further commented upon in connection with the 
Jensen amendment in section 604. The results of the action are 
included in the listing of increases and decreases as well as in the 
comparative statements which follow. 


COMPARATIVE SUMMARY TABLE 


The table below shows the over-all action on the bill, setting forth 
the 1952 budget estimates, the amounts allowed by the House, and 
the amounts recommended by the Senate committee. 

The table at the end of the report gives these comparisons by 
subappropriations in the bill. 
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INCREASES AND LIMITATIONS 


The changes recommended by the committee in the amounts of the 
House bill are as follows: 


AMERICAN BatTtLE MonuMENTS COMMISSION: 
Salaries and expenses_.______..__....---.---- $8, 600 


The increase recommended by the committee is 
to restore partially the reduction by the House as 
well as allowing $2,800 for the purchase of two 
passenger motor vehicles for replacement. The total 
amount provided is $719,000, which is $56,000 below 
the budget estimate. 

The committee also recommends that the following 
be added to the bill: 

the purchase of two passenger motor vehicles for 
replacement only 


Atomic ENerRGy CommissIon__-..._____._-_--_--- 29, 000, 000 


The increase recommended by the committee is to 
restore the full amount of the House reduction below the 
estimate for program direction and administration, for 
purchase of automobiles and for biology and medicine 
operations, as well as to partially restore the reduction by 
the House for construction and equipment. The total 
amount provided is $1,168,932,750, which is $41,067,250 
below the budget estimate. 

The committee agrees with the House that in the eon- 
struction of new projects only the bare minimum of 
details and space, without curtailing the utility of the 
project, should be approved, and that the Commission 
should eliminate unnecessary construction details and use 
care and simplicity in the designing of buildings and other 
construction, in order to keep construction costs to the 
minimum. Accordingly, the committee recommends that 
the following proviso be added to the bill: 

: Provided further, That no part of the foregoing appro- 
priation shall be used for any new canstruction project 
until after the Commission shall have notified ali architects 
and engineers involved that the plans for such project 
should be purely utilitarian and without unnecessary 
refinements. 

The committee also recommends that the limitation on 
the number of passenger motor vehicles to be purchased 
be increased from 300 to 576. 


Civit Service ComMIssIon: 
mesurses Gna Giese. le 1, 050, 000 


The increase recommended by the committee is to 
restore partially the House reduction below the esti- 
mate. The total amount provided is $18,050,000, 
which is the amount reported by the House committee 
and is $4,950,000 below the budget estimate. 

The committee also recommends that the limitation 
on the amount available for travel expenses be in- 
creased from $520,000 to $600,000. 
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Crvit Service Commisston—Continued 


Payment to civil-service retirement and disability 
fund 


The increase recommended by the committee is to 
restore partially the reduction by the House below 
the estimate. In recommending the increase, the 
committee believes it to be unwise to continue to add 
to the deficiency in the fund caused by reductions 
below the required amounts in previous years. The 
total amount provided is $320,000,000, which is 
$450,350 below the budget estimate. 

Total increase, Civil Service Commission _ 


CoMMISSION ON RENOVATION OF THE EXECUTIVE 
IE oo is een oho chs hs Wek aes ree is a ee 


The increase recommended by the committee is to 
restore partially the House reduction below the estimate. 
The total amount provided is $25,000, which is $8,000 
below the budget estimate. 

DispLacep Persons CoMMISSION 


The increase recommended by the committee is to pro- 
vide a total of $7,500,000 to be used as follows: 


Ocean transportation for German expel- 


lees (35,000, at $125) .._.....--..--- $4, 375, 000 
Inland transportation, loans. _.......-- 1, 100, 000 
Liquidating expenses, IRO program - _- 700, 000 


Operating expenses 


is Gls <a alee ales 1, 325, 000 


Sotel  2..ddiesiss danttiitind: tensinikn 7, 500, 000 


The amount recommended is $760,000 below the estimate. 
The committee also recommends that the following 
proviso be added to the bill: 
, of which not less than $4,375,000 shall be available for 
the expenses of transporting to the United States dis- 
placed persons of German ethnic origin. 


FEDERAL COMMUNICATIONS COMMISSION. ________-- 


The increase recommended by the committee is to 
restore partially the House reduction below the estimate. 
The total amount provided is $6,233,300, which is $616,700 
below the budget estimate. 

FreprraL TrRaDE CoMMISSION 


The increase recommended by the committee is to pro- 
vide funds for performing the new duties imposed upon 
the* Commission by the amendment of section 7 of the 
Clayton Act relating to industrial mergers. The total 
amount provided is $3,989,130, which is $402,870 below 
the budget estimate. The committee recognizes the great 
importance of the enforcement of the Clayton Act as 
amended by the Act of December 29, 1950 (P. L. 899). 


$20, 000, 000 


21, 050, 000 


5, 000 


1, 305, 000 


233, 300 


97, 435 
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GENERAL ACCOUNTING OFFICE: 
Salaries 


The increase recommended by the committee is to 
restore the full amount of the House reduction below 
the estimate. The total amount provided is 
$30,325,000, 

The committee also recommends that the following 
paragraph be deleted from the bill: 

The Comptroller General of the United States 
hereafter is authorized, subject to the proce- 
dures prescribed by section 505 of the Classifica- 
tion Act of 1949, but without regard to the 
numerical limitations contained therein, to 
place two positions in grade GS-18, two posi- 
tions in grade GS-17, and seven positions in 
grade GS-16 in the General Schedule estab- 
lished by the Classification Act of 1949, and 
such positions shall be in lieu of any positions 
in the General Accounting Office previously 
allocated under section 505. The authority 
granted herein shall not be construed to require 
or preclude the reallocation of any positions in 
the General Accounting Office previously allo- 
eated under section 505. 


GENERAL SERVICES ADMINISTRATION: 
Refunds under Renegotiation Act: 


For the purpose of conforming the appropriation 
language to the provisions of Public Law 9, approved 
March 23, 1951, the committee recommends the fol- 
lowing: 

That the following be stricken from the bill: 

403 (a) (4) (D) (relating to the recomputa- 
tion of the amortization deduction) and by 
the last sentence of section 403 (i) (3) (re- 
lating to excess inventories) of the Renego- 
tiation Act; and to refund any amount finally 
adjudged or determined to have been er- 
roneously collected by the United States 
pursuant to a unilateral determination of 
excessive profits, with interest thereon (at a 
rate not to exceed 4 per centum per annum) 
as may be determined by the War Contracts 
Price Adjustment Board, computed to the 
date of certification to the Treasury De- 
partment for payment; 

and that the following be inserted in lieu thereof: 
201 (f) of the Renegotiation Act of 1961, 

Also, that the following be stricken from the bill: 
: Provided further, That refunds made here- 
under shall be based solely on the certificate 
of the War Contracts Price Adjustment 
Board or its duly authorized representatives 


Expenses, general supply fund 


The increase recommended by the committee is to 
partially restore the House reduction below the esti- 
mate. The total amount provided is $16,426,000, 
which is $2,000,000 below the budget estimate. 


$431, 000 


1, 426, 000 
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HovsInG AND Home FINANCE AGENCY: 
Public Housing Administration: 
Annual contributions. 


The committee feels that, under the existing 
construction conditions due to the present emer- 
gency, no limitation of below 50,000 should be 
placed on the low-rent housing units to be com- 
menced in fiscal year 1952. The committee fur- 
ther believes that the number of starts to be al- 
lowed in future years should be left to the deter- 
mination of the Congress in connection with 
funds for those years. Aceordingly, the com- 
mittee recommends that the following be stricken 
from the bill: 
That notwithstanding the provisions of 
the United States Housing Act of 1937, 
as amended, the Public Housing Ad- 
ministration shall not, with respect to 
projects initiated after March 1, 1949, (1) 
authorize during the fiseal year 1952 the 
commencement of construction of in excess 
of five thousand dwelling units, or (2) after 
the date of approval of this Act, enter into 
any agreement, contract, or other arrange- 
ment which will bind the Public Housing 
Administration with respect to loans, annual 
contributions, or authorizations for eom- 
mencement of construction, for dwelling 
units aggregating in excess of fifty thousand 
to be authorized for commencement of con- 
struction during any one fiscal vear subse- 
quent to the fiscal year 1952, unless a greater 
number of units is hereafter authorized by 
the Congress: Provided further, That the 
Public Housing Administration shall not, 
after the date of approval of this Act, au- 
thorize the construction of any projects 
initiated before or after March 1, 1949, in 
ary locality in which such projects have been 
or may hereafter be rejected by the govern- 
ing body of the locality or by publie vote, 
unless such projects have been subsequently 
approved by the same procedure through 
which such rejection was expressed. 

and that the following be inserted in lieu thereof: 
That notwithstanding the provisions of the 
United Siates Housing Act of 19387, as 
amended, the Public Housing Administration 
shall not, with respect to projects initiated after 
March 1, 1949, authorize during the fiscal year 
1952 the commencement of construction of in 
excess of fifty thousand dwelling units 


Administrative expenses._..........----.- $6, 400, 000 


The increase recommended by the committee 
is to allow a total of $11,400,000, in part to con- 
form to the allowance of 50,000 low-rent publie 
housing units to be started in 1952. The amount 
provided is $1,000,000 below the budget estimate. 
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INTERSTATE CommMERCcE ComMISSION: 
RpOten I ike i eds ctccewan seu $430, 130 


The increase recommended by the committee is to 
restore partially the House reduction below the esti- 
mate. Within the funds provided, the committee 
expects the safety program of the Bureau of Motor 
Carriers to go forward, and has recommended addi- 
tional motor vehicles for that purpose. Restoration 
of $100,000 is recommended for the valuation of rail- 
roads and pipelines, to provide $425,339, which is 
$86,804 below the budget estimate. The total 
amount provided is $9,000,000, which is $823,000 
below the budget estimate. 

The committee also recommends that the limitation 
on the number of passenger motor vehicles to be pur- 
chased for replacement only be increased from 19 to 24. 


Moror Carrier CLAims CoMMISSION____________- 2, 500 


The increase recommended by the committee is to restore 
partially the House reduction below the estimate. The 
total amount provided is $36,500, which is $3,500 below 
the budget estimate, or a reduction of 10 percent in personal 
services. 


Nationa Apvisory CoMMITTEE FOR AERONAUTICS: 
eens Gee GRONNOS...................------ 3, 249, 520 


The inerease recommended by the committee is to 
restore partially the House reduction below the esti- 
mate. he committee in particular intends to pro- 
vide fully for research contraets and services per- 
formed by other agencies, as well as the supplies and 
materials and equipment required in connection with 
research and testing programs, and to provide in part 
for the additional positions requested. The total 
amount provided is $51,362,500, which is $3,637,500 
or 10 percent reduction in personal services below the 
budget estimate. 


Construction and equipment____--..-...------ 13, 300, 000 


The increase recommended by the committee is to 
provide the full amount of the budget estimate of 
$25,000,000, and it is intended to permit the execution 
of the new construction program as presented in justi- 
fications to the committee, including the details sub- 
mitted to the committee in executive meeting, 
amounting to $13,300,000. Authorizing legislation 
for the construction is pending in H. R. 1179 and 
S. 928, but the committee is convinced that the con- 
struction of these urgently needed facilities is too im- 
portant to allow the furnishing of the necessary funds 
to await the enactment of the authorization. In- 
cluded in the total amount provided of $25,000,000 
is the amount of $11,700,000 to liquidate previous 
contracts. 


Total increase, National Advisory Commit- 
Souter PO OIIOR. noc nn re cnn n nen 16, 549, 520 


S. Rept. 418, 82-1 


9 
~ 
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NaTIONAL CapiTaL PARK AND PLANNING CoMMISSION: 


The committee recommends that the limitation on the 
funds available for personal services be increased from 
$12,000 to $22,500 in order to allow the Commission to 
carry on its operations. 

The committee also recommends that the following be 
stricken from the bill: 


or other necessary expenses 


TENNESSEE VALLEY AUTHORITY.............---- $4, 500, 000 


The increase recommended by the committee is to re- 
store partially the House reduction belowthe estimate. The 
total amount provided is $240,639,600, which is $7,928,400 
below the budget estimate. 


War Criaims Commission: 


The committee recommends that the limitation on the 
amount for administrative expenses to be derived from the 
war claims fund be increased from $800,000 to $900,000. 
The amount provided is $300,000 below the budget esti- 
mate of $1,200,000. 


Otel IaPene I Bc ks Cae os cn kn ne 81, 438, 485 





TITLE II—DEPARTMENT OF COMMERCE 


MaRITIME ACTIVITIES: 
Operating-differential subsidies, 


In order to assure to the Maritime Administration 
the required authority to enter into long-range 
operating-differential subsidy contracts, the commit- 
tee recommends that the following proviso, as con- 
tained in appropriation acts for previous years, be 
inserted in the bill: 

: Provided further, That nothing contained in this 
Act, or in any prior appropriation Act, shall be 
construed to affect the authority provided in section 
603 (a) of the Merchant Marine Act, 1936, as 
amended, (1) to grant operating-differential subsi- 
dies on a long-term basis, and (2) to obligate the 
United States to make future payments in accord- 
ance with the terms of such operating-differential 
subsidy contracts 

The committee also recommends that the limitation 
on the number of voyages for which funds are avail- 
able for payment of an operating-differential subsidy 
be increased from 1,450 to 1,830. 


Bienen:  iccrtetetinttneence tien o<0s<n 


The increase recommended by the committee is to 
restore partially the House reduction below the esti- 
mate. he restoration is intended for use in clear- 
ing the backlog on subsidies for previous years, and 
no restoration is provided for ship-structure research, 
The total amount provided is $16,200,350, which is 
$1,409,650 below the budget estimate. 

The committee also recommends that the limitation 
for administrative expenses be increased by the 
amount of the restoration, from $8,029,400 to 
$8,578,350. 


548, 950 
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Maritime Activitres—Continued 
eI monn $384, 000 


The increase recommended by the committee is to 
provide a total amount of $4,108,500. The restora- 
tion is for the following: 

To restore expense allowances to 2,640 
trainees being upgraded at Sheeps- 
head Bay and Alameda (2,400 at 
$100 a month; 240 at $200 for 2 





TG nt. os eects ceueled. —s. $288, 000 
To restore budget estimate for mainte- 

nance and operations___......____- 96, 000 

PitalS, occ: So. oC eb Aes 384, 000 


The total amount provided of $4,108,500 is over the 
budget estimate (which provided for uniform and 
textbook allowances, rather than for pay to cadets 
by the amount of $503,500. 

The committee also recommends that the limitation 
on the amount to be transferred to the Public Health 
Service be increased from $69,300 to $77,000. 

The committee also recommends that the following 
be added to the bill: 


and other trainees 
nn ee 523, 800 


The increase recommended by the committee is to 
provide a total amount of $1,206,800. The restora- 
tion is for the following: 

To restore expense allowances for 710 





OnGNGGs 6s Gees SG. Seige ccs Sc $411, 800 
To restore budget estimate for Federal 
GN 585 os i. oi keene: a 10, 000 
To restore budget estimate for repairs 
to training vessels. _.........----- 102, 000 
en Seo eee Vit eu. ut. 523, 800 


The total amount provided of $1,206,800 is over the 
budget estimate (which provided for uniform, text- 
book, and subsistence allowance of $475 per cadet) by 
the amount of $411,800. 

The committee recommends, in order to conform to 
the restoration recommended, that the following 
section be deleted from the bill: 

State marine schools: To reimburse the State 
of California, $47,500; the State of Maine, 
$47,500; the State of Massachusetts, $47,500; 
and the State of New York, $47,500; for expenses 
incurred in the maintenance and support of 
marine schools in such States as provided in the 
Act authorizing the establishment of marine 
schools, and so forth, approved March 4, 1911, as 
amended (34 U. 8S. C. 1121-1123); $153,000 for 
the maintenance and revair of vessels loaned by 
the United States to the said States for use in 
connection with such State marine schools; and 
$340,000 for uniforms, textbooks, and subsistence 
of cadets on an average yearly cost of not to 
exceed $475 per cadet; $683,000. 
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Maritime Activities—Continued 


and that the following be inserted in lieu thereof: 

State marine schools: To reimburse the State of 
California, $50,000; the State of Maine, 850,000; 
the State of Massachusetts, $50,000; and the State 
of New York, $50,000; for expenses incurred in the 
maintenance and support of marine schools in such 
States as provided in the Act authorizing the 
establishment of marine schools, and so forth, 
approved March 4, 1911, as amended (84 U. 8. C. 
1121-1123); $255,000 for the maintenance and re- 
pair of vessels loaned by the United States to the 
said Siates for use in connection with such State 
marine schools; and $749,050 for the pay of seven 
hundred and ten cadet midshipmen at $65 per month 
and $275 per annum for the subsistence of each 
cadet midshipman; $1,206,800. 


Limitation on amount of papenent to owner or 
valuation determined for purchase or requisition 
of vessels. 


The committee recommends that the following par- 
agraph be deleted from the bill: 

No money a. by this or any other 
Act may be used for the payment to the owner 
on account of the purchase, requisition, or loss 
for which the United States is responsible of any 
vessel previously sold. by the United States in an 
amount in excess of the price paid the United 
States depreciated as hereinafter provided, plus 
depreciated cost of capital improvements made 
on such vessel, subsequent to such sale by the 
United States: Provided, That, in the case of any 
vessel the price of which has been adjusted pur- 
suant to the provisions of section 9 of the Mer- 
chant Ship Sales Act of 1946, as amended, the 
payment shall not exceed the statutory sales 
price of such vessel as of March 8, 1946, depre- 
ciated, plus the depreciated cost of capital im- 
provements made on such vessel subsequent to 
such date: Provided further, That in the case of a 
bona fide purchaser for value, the payment may 
equal but not exceed the adjusted basis of the 
vessel in the hand of such purchaser determined 
under section 113 (b) of the Internal Revenue 
Code. If any vessel previously sold by the 
United States is chartered or taken for use by the 
United States, the charter hire paid for bareboat 
use Of the vessel shall not be based on a value in 
excess of the payment permitted under the pre- 
ceding provisions in case the{vessel were purchased 
by the United States. Depreciation under the 
preceding provisions shall be computed in accord- 
ance with the schedule adopted by the Bureau of 
Internal Revenue for income-tax purposes, or, 
in the absence of any such schedule, depreciation 
shall be computed at the rate of 5 per centum per 
annum. Notwithstanding the provisions of any 
other law, neither the Secretary of Commerce nor 
the Federal Maritime Board shall determine, for 
any purpose whatsoever, a valuation for any 
vessel previously sold by the United States, ex- 
cept in accordance with the preceding provisions. 

and that the following paragraph be inserted in lieu 
thereof: 
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Maritime Activitizs—Continued 


No money made available to the Department of 
Commerce, for maritime activities, by this or any 
other Act shall be used in payment for a vessel the 
title to which is acquired by the Government either 
by requisition or purchase, or the use of which is 
taken either by requisition or agreement, or which 
ts insured by the Government and lost while so 
insured, unless the price or hire to be paid therefor 
(except in cases where section 802 of the Merchant 
Marine Act, 1936, as amended, is applicable) is 
computed in accordance with subsection 902 (a) of 
said Act, as that subsection is interpreted by the 
General Accounting Office. 


Total increases, title I[__.......---_-- $1, 456, 750 


TITLE III—EMERGENCY FUND FOR THE PRESIDENT 


NATIONAL DEFENSE. 


In order that the unexpended balance from 1951 may 
be made available for obligation in 1952, the committee 
recommends that the following be stricken from the bill: 
may be carried forward and expended in fiscal year 
1952. 

and that the following be inserted in lieu thereof: 
shall remain available during the fiscal year 1952. 


TITLE IV—-CORPORATIONS 
Housing aNnp Home Finance AGENCY: 


Federal National Mortgage Association: 


The committee recommends that the limitation on 
the amount available for administrative expenses be 
increased from $3,060,000 to $3,260,000. The com- 
mittee believes that an improvement in mortgage 
market conditions should enable the Administrator 
to reduce the staff requirements of the Association. 

The committee also recommends that the following 
proviso be deleted from the bill: 

: Provided further, That the expenses excluded 
from the limitation of $3,060,000 shall not ex- 
ceed $150,000. 


Office of the Administrator, loans for prefabri- 
cated housing and large-scale modernized site 
construction. 


The committee recommends that the following be 

deleted from the bill: 
That the uncommitted authorizations for mak- 
ing loans for the foregoing purposes, transferred 
to the Administrator pursuant to Reorganization 
Plan Numbered 23 of 1950, and remaining un- 
committed on the date of enactment of this Act, 
are hereby rescinded. 

and that the following be inserted in lieu thereof: 
That no additional loan shall be made under the 
authority transferred to the Administrator pursuant 
to Reorganization Plan Numbered 23 of 1950 for 
the foregoing purposes after the effective date of this 
Act unless the Administrator shal! have determined 
that such loan is in the interest of the Government 
in the furtherance of any existing loan or for the 
refinancing of any existing loan. 
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Hovustnc AND Home Finance AGency—Continued 
Federal Housing Administration: 


The committee recommends that the limitation on 
the amount available for administrative expenses be 
increased from $4,824,000 to $5,074,000. 

The committee also recommends that the following 
proviso be deleted from the bill: 

: Provided further, That expenditures for non- 
administrative expenses classified by section 2 
of Public Law 387. approved October 25, 1949, 
shall not exceed $22,320,000 


Public Housing Administration: 


The committee recommends, in part to conform to 
the restoration to 50,000 of the low-rent housing units 
to be started in 1952, that the limitation on the 
amount available for administrative expenses be in- 
creased from $8,240,000 to $15,000,000. This amount 
would include the amount appropriated of $11,400,000, 
as well as the full budget estimate for receipts avail- 
able to the corporation of $3,600,000. 

The committee also recommends that the following 
proviso be deleted from the bill: 

: Provided further, That all expenses of the Public 
Housing Administration not specifically limited in 
this Act, in carrying’ out its duties imposed by or 
pursuant to law shall not exceed $33,000,000 


INLAND WATERWAYS CORPORATION (DEPARTMENT OF 
CoMMERCE): 


The committee recommends that the following be in- 
serted in the bill: 

: Provided further, That the Corporation may use its 
funds to purchase equipment on credit or otherwise, and 
in so doing may mortgage or pledge equipment as 
security for the payment of any obligations representing 
the balance of the purchase price, and for this purpose 
may enter into purchase money mortgages, conditional 
sales contracts, equipment trusts, or other similar 
methods of financing 


TitteE VI—GENERAL PROVISIONS 


Section 601. Limitation on payment for accumulated 
leave. 


The committee recommends that the following be in- 
serted in the provision: 
That the head of any such corporation or agency shall 
afford an opportunity for officers or employees to use the 
annual leave accumulated under this section prior to 
June 30, 1952 


Section 603. Limitation on use of funds for publicity 
or propaganda purposes. (Smith amendment.) 


The committee recommends that the following section 
be deleted from the bill: 
Sec. 603. No part of any appropriation contained 
in this Act, or of the funds available for expenditure b 
any corporation or agency included in this Act, shall 
be used for publicity or propaganda purposes designed 
to support or defeat legislation pending before the 
Congress. 
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Section 604. Limitation on filling positions becoming 
vacant in 1952. (Jensen amendment.) 


The committee recommends that the following section 
be deleted from the bill: 

Sec. 604. No part of any appropriation or authoriza- 
tion contained in this Act shall be used to pay the 
compensation of any incumbent appointed to any 
civil office or position which may become vacant dur- 
ing the fiscal year beginning on July 1, 1951: Provided, 
That this inhibition shall not apply— 

(a) to not to exceed 25 per centum of all 

vacancies; 

(b) to positions filled from within the agency; 

(c) to offices or positions required by law to be 

filled by appointment of the President by and 
with the advice and consent of the Senate; 

(d) to all employees in veterans’ medical 

facilities; 

(e) Atomic Energy Commission; 

(f) to employees of the General Accounting 

Office; 

(zg) to employees in grades CPC 1 and 2: 
Provided further, That when any department or 
agency covered in this Act shall, as a result of the 
operation of this amendment reduce their employ- 
ment to a figure not exceeding 80 per centum of the 
total number on their rolls as of July 1, 1951, such 
amendment shall cease to apply and said 80 per 
centum figure shall become a ceiling for employment 
during the fiscal year 1952 and if exceeded at any time 
during fiscal year 1952 this amendment shall again 
become operative. 


; In recommending the deletion of the Jensen amend- 
ment, the committee took action, later extended by 
action of the Senate in recommitting the bill, which it 
is believed will result in definite and direct savings, 
instead of the uncertain and contingent savings which 
may have been effected by the Jensen amendment. 
The committee adopted a proposal to reduce each 
appropriation recommended by not less than 5 per- 
cent of the estimate for personal services, and to add a 
limitation to each appropriation item specifying by 
amounts representing 95 percent of the budget esti- 
mate for personal services that not more than such 
amounts shall be available for that purpose. The 
action of the Senate in recommitting the bill extended 
the proposal to reduce each appropriation recom- 
mended by not less than 10 percent of the estimate for 
personal services, and added a limitation to each ap- 
propriation item specifying by amounts representing 
90 percent of the budget estimate for personal services 
that not more than such amounts shall be available 
for that purpose. 
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The committee agrees with the exemptions from 
such action as stated in the Jensen amendment for 
employees in veterans’ medical facilities and for em- 
ployees of the General Accounting Office. 

Since other reductions in the bill bring the total 
below the budget estimates by over $600,000,000, the 
savings immediately resulting from such action 
amount to $14,762,838. In addition, the limitation 
upon the agencies provided for in the bill with respect 
to the employment of personnel will serve to keep to 
the minimum the number on the Government pay- 
rolls, and the committee believes that proper adminis- 
tration should also show substantial savings in other 
object classifications. 


DeEcREASES AND LIMITATIONS 


ExEcuTIVE OFFICE OF THE PRESIDENT: 
Bureau of the Bud@wetun i 25s oii ke cce 


The decrease recommended by the committee is 
the further reduction occasioned by a reduction of 10 
percent from the estimates in the amount available 
for personal services. The total amount provided 
is $3,134,750, which is $312,250 below the budget 
estimate. 


FepERAL PowrerR COMMISSION: 
Salaries and expenses 


The decrease recommended by the committee is the 
further reduction occasioned by a reduction of 10 per- 
cent from the estimates in the amount available for 
personal services. The total amount provided is 
$3,683,850, which is $361,150 below the budget esti- 
mate. 


GENERAL SERVICES ADMINISTRATION: 


The decrease recommended by the committee is the 
further reduetion occasioned by a reduction of 10 per- 
cent from the estimates in the amount available for 
personal services. The total amount provided is 
$107,757,800, which is $6,642,200 below the budget 
estimate. 

The committee also recommends that the limita- 
tion on the number of passenger motor vehicles to be 
purchased be increased from 5 to 15. 

The committee also recommends the deletion of 
the words ‘“‘withim the District of Columbia’”’ from the 
specification for movimg Government agencies in- 
cluded within the authorization for mecessary ex- 
penses, and the insertion in lieu thereof of the fol- 


lowing new paragraph: 

The foregeins appropriation shall not be avail- 
able to effect the moving of Government agencies 
from the District of Columbia into buildings ac- 
quired to accomplish the dispersal of depart- 
mental functions of the executive establishment 


into areas outside of but accessible to the District 
of Columbia. 


$277, 250 


242, 950 


1, 242, 200 
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GENERAL SERVICES ADMINISTRATION—Continued 


The committee also recommends that the following 
be deleted from the bill: 

No part of any money appropriated by this or 
any other Act for any agency of the executive 
branch of the Government (which shall include 
all departments, independent establishments, and 
wholly owned Government corporations) shall be 
used during the current fiscal year for the pur- 
chase within the continental limits of the United 
States of any typewriting machines (except type- 
writing machines for veterans under public laws 
administered by the Veterans’ Administration) 
unless the Administrator of General Services 
certifies that he is unable to furnish such agency 
with suitable typewriting machines out of stock 
on hand, The Administrator of General Services 
is authorized and directed at such times as he 
may determine to be necessary to survey and 
determine the numbers and kinds of typewriting 
machines located in the continental! limits of the 
United States which are at any time surplus to 
the requirements of any agency in the executive 
branch of the Government (which shall include 
all departments, independent establishments, 
and wholly owned Government corporations). 
Upon such determination, the Administrator of 
General Services is authorized to direct, upon 
such notice and in such manner as he may pre- 
scribe, the head of any such agency to surrender 
to the General Services Administration any and 
all typewriting machines surplus to its require- 
ments, the costs of packing, shipping, and han- 
dling thereof to be charged to the general supply 
fund. Each such ageney shall furnish the Admin- 
istrator of General Services such information re- 
garding typewriting machines, wherever located, 
as he may from time to time request. The 
General Services Administration is authorized 
and directed to receive, hold, sell, exchange, or 
supply to any branch of the Government, in- 
cluding the District of Columbia, typewriting 
machines surrendered to it hereunder. The 
Administrator of General Services is authorized 
to charge each agency to which typewriting 
machines are supplied hereunder amounts equal 
to the fair value thereof, as determined by him, 
and such amounts shall be credited to the general 
supply fund. 

and that the following be inserted in lieu thereof: 
: Provided, That the purchase, utilization, and dis- 
posal of typewriting machines shall be performed 
in accordance with the provisions of the Federal 
Property and Administrative Services Ae! of 1949, 
as amended (Public Laws 152 and 754, Eighty- 
first Congress) 
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GENERAL SERVICES ADMINISTRATION—Continued 


The committee is of the opinion that full itemiza- 
tion of administrative details should be presented 
to the House and Senate committees on appropria- 
tions in any form that may be required to give full 
information on the operation of the programs of 
General Services Administration. The committee 
believes that the Administrator should continue to 
exercise, without impairment, the authority given to 
him by the Federal Property and Administrative 
Services Act over the various units of the Adminis- 
tration, without any change in accounting practices 
which may lead to less efficient operation and greater 
costs over-all. 


Hovusine AND Home Finance AGENCY: 
Office of the Administrator. _____.._..______-- $539, 000 


The decrease recommended by the committee is to 
provide a total of $2,907,200, distributed as follows: 
Agency-wide program coordination 


and supervision (full restoration)... $736, 000 
Slum clearance and urban redevelop- 

ment (partial restoration) -..._._- 1, 525, 000 
Housing research (further reduction 

OF SL A scenic snctimcmindctn iis 344, 200 
Alaska housing (as estimated) -______- 102, 000 
Housing loans to eduestional institu- 

tions (full restoration) .........-- 200, 000 

Total amount provided__......--. 2, 907, 200 


The total amount provided is $1,422,800 below the 
budget estimate. 

In allowing partial restoration in the amount 
of $325,000 for slum clearance and urban rede- 
velopment, the committee instructs the Admin- 
istrator to use a portion of the low-rent-housing 
units provided for under the Public Housing 
Administration to furnish housing for tenants to 
be moved from slum areas, in order that the slum- 
a program may be more readily expe- 
dited. 

The committee also recommends that the 
following proviso be stricken from the bill: 

That necessary expenses of inspections of 
projects financed through loans to educa- 
tional institutions authorized by Title IV of 
the Housing Act of 1950 shall be compen- 
sated by such institutions by the payment of 
fixed fees which in the aggregate in relation 
to the development costs of such projects will 
cover the costs of rendering such services, 
and expenses for such purpose shall be con- 
sidered nonadministrative, and for the pur- 
pose of providing such inspections, the Ad- 
ministrator may utilize any agency and such 
agency may accept reimbursement or pay- 
ment for such services from such institutions 
or the Administrator, and shall credit such 
amounts to the appropriations or funds 
against which such charges have been made, 
but such nonadministrative expense shall not 
exceed $140,000. 
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Hovsine AND Home Finance AGency—Continued 


and that the following be inserted in lieu thereof: 
That necessary expenses of inspections and of 
providing representatives at the site of projects 
being undertaken by local public agencies pur- 
suant to title I of the Housing Act of 1949 and 
of projects financed through loans to educa- 
tional institutions authorized by title IV of the 
Housing Act of 1950, shall be compensated by 
such agencies or institutions by the payment of 
fixed fees which in the aggregate will cover the 
costs of rendering such services, and expenses 
for such purpose shall be considered nonad- 
ministrative; and for the purpose of providing 
such inspections, the Administrator may utilize 
any agency and such agency may accept reim- 
bursement or payment for such services from 
such institutions or the Administrator, and 
shall credit such amounts to the appropriations 


or funds against which such charges have been 
made 


INDIAN CLAImMs CoMMISSION 


The deerease recommended by the committee is the 
further reduction occasioned by a reduction of 10 percent 
from the estimates in the amount available for personal 
services. The total amount provided is $89,600, which is 
$9,400 below the budget estimate. 


INTERSTATE COMMERCE COMMISSION: 
Railroad safety 


The decrease recommended by the committee is 
the further reduction occasioned by a reduction of 10 
percent from the estimates in the amount available for 
personal services. The total amount provided is 
$922,575, which is $77,425 below the budget estimate 


Locomotive inspection 


The decrease recommended by the committee is the 
further reduction occasioned by a reduction of 10 
percent from the estimates in the amount available 
for personal services. The total amount provided is 
$662,520, which is $56,480 below the budget estimate. 


Total decrease, Interstate Commerce Com- 
mission 


SECURITIES AND ExcHANGE COMMISSION. _____-__-- 


The decrease recommended by the committee is the 
further reduction occasioned by a reduction of 10 percent 
from the estimates in the amount available for personal 
services. The total amount provided is $5,378,480, 
which is $545,520 below the budget estimate. 


19 


$400 


60, 425 


44, 080 


104, 505 


320, 520 
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SMITHSONIAN INSTITUTION: 


Salaries and expenses. ........-.........-.-.- 


The decrease recommended by the committee is the 
further reduction occasioned by a reduction of 10 per- 
cent from the estimates in the amount available for 
personal services. The total amount provided is 
$2,363,620, which is $193,380 below the budget esti- 
mate. 


National Gallery of Art... i .2i55.. 2 20056525. 


The decrease recommended by the committee is 
the net reduction occasioned by a reduction of 10 
percent from the estimates in the amount availiable 
for personal services, and an increase allowed for 
needed utility services. The committee was in- 
formed that recent incresses in the cost of electricity 
and of the protective service contract would require 
$7,000 additional. The total amount provided is 
$1,141,580, which is $45,420 below the budget esti- 
mate. 


Total decrease, Smithsonian Institution _ _ - 


Tapcyr. COMmnORNOE oie eck add dian beaten tll vile eae 


The decrease recommended by the committee is the 
further reduction occasioned by a reduction of 10 percent 
from the estimates in the amount available for persona! 
services. The total amount provided is $1,144,600, which 
is $121,400 below the budget estimate. 


Tax Court or THe Unirep STaTes..........._-- 


The decrease recommended by the committee is the net 
reduction occasioned by a reduction of 10 percent from the 
estimates in the amount available for personal services 
other than salaries of the judges, and an increase of 
$14,000 requested beyond the budget estimate. 

The Court requested the committee to provide an 
additional $28,000, of which $14,000 was required 
by recent increased costs for stenographic reporting 
of court proceedings, and $14,000 was requested for in- 
creased staff needed for the handling of an increased 
workload. The committee has allowed half of the 
request, or an increase of $14,000. 

The total amount provided is $788,900, which is $34,100 
below the budget estimate. 





$27, 580 


64, 840 


92, 420 


114, 700 


34, 100 
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VETERANS’ ADMINISTRATION: 


Administration, medical, hospital, and domicil- 
a conn or lai ae ee asin gn nets oh len $2, 057, 565 
The decrease recommended by the committee is 
the further reduction occasioned by a reduction of 
10 percent from the estimates in the amount avail- 
able for personal services other than for hospital, 
domiciliary, and out-patient care. The total amount 
provided is $873,105,770, which is $21,682,230 below 
the budget estimate. 
The committee also recommends that the following 
be deleted from the bill: 
of which $656,518,760 shall be available only for 
medical, hospital, and domiciliary services 
The committee also recommends that the limita- 
tion on the amount to be used for maintenance and 
repair of existing medical facilities be increased from 
$6,888,000 to $7,388,000. 


Hospital and domiciliary facilities. __-___._-__- 450, 360 


The decrease recommended by the committee is the 
further reduction occasioned by areduction of 10 
percent from the estimates in the amount avail- 
able for personal services. The total amount 
provided is $27,505,080, which is $494,920 below 
the budget estimate. 





Total decrease, Veterans’ Administration_ 2, 507, 925 
Pn. ac cine 5, 475, 970 

en ea eee Bn oe tk en 81, 438, 485 
Es cS) RE Ee eee See eee 1, 456, 750 
ee tn a dawen-ce- 82, 895, 235 
ee ken dene cee 5, 475, 970 
ee ee ee 77, 419, 265 


Amount as reported to the Senate____..____.______ 6, 221, 959, 620 
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PERMITTING CANADIAN VESSELS TO TRANSPORT MERCHANDISE 
“AND BASSENGERS BETWEEN ALASKAN PORTS AND CONTI- 
SNESTAG UNITED STATES FOR A TEMPORARY PERIOD 


— ny 


a 


ee 
oe 
‘ 


JuNE 13 (legislative day, May 17), 1951.—Ordered to be printed 
ae 


rat 


Mr. Maanuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany 8. 1559] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (S. 1559) to provide transportation on Canadian 
vessels between Skagway, Alaska, and other points in Alaska, between 
Haines, Alaska, and other points in Alaska, and between Hyder, 
Alaska, and other points in Alaska or the continental United States, 
either directly or via a foreign port, or for any part of the trans- 
portation, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to extend until June 30, 1952, a temporary 
provision of the law for the establishing of adequate transportation 
facilities for passengers between Skagway, Alaska, and other points 
in Alaska, between Haines, Alaska, and other points in Alaska, and 
passengers and merchandise between Hyder, Alaska, and other points 
in Alaska, or the continental United States, either directly or via a 
foreign port, by granting to Canadian-flag vessels only authority to 
operate in such services. 

The 1950 schedules of the American company providing freight 
service to Skagway and Haines show no passenger service to those 

orts. In the case of Hyder, Alaska, the lack of transportation for 
both passengers and merchandise has been more acute. The port, 
though small, is important because of the mining production there of 
tungsten, a vitally strategic material. Without adequate transporta- 
tion, the mine will be forced to suspend operations with a consequent 
loss, not only of valuable ore concentration, but of employment to a 
number of Alaskan citizens. Operators of American-flag vessels have 
been unwilling to service the port of Hyder. 








2 CANADIAN VESSELS TO TRANSPORT MERCHANDISE AND PASSENGERS 


A subcommittee of ~ House Committee on Merchant Marine and 
Fisheries has held pul * heari ngs on a companion bil i. introduced by 
Delegate Bartlett of Alas and has reported the bill favorably to the 
full committee. ‘The acke Steamship Co., the only American com- 
pany serving Alaska, testified at the House hearings and stated that it 
had no objections to this legislation. 





CONGRESS OF THE UNITED Strats, 
House or REPRESENTATIVES, 


Washington, D. C., May 31, 1951, 
Hon. Evwin C. JOHNSON, 


Chairman, Interstate and Foreign Commerce Committe 
United Slates Senate, Washington, D. C. 


Dear CHAIRMAN JOHNSON: I note that Senator Magnuson has introduced 


S. 1559, a companion bill to H. R. 157 introduced by me in the House. The se 
bills are intended to extend authority for an additional year beyond June 30 for 
Canadian ships to carry passengers between Haines and Skagway, Alaska, and 


other Alaska ports and to permit Canadian ships to carr 
to and from Hyder, Alaska. 

The House Merchant Marine and Fishe ries subcommittee in charge of this 
legislation has favorably reported the bill but it will be a week or more before it 
is considered by the full eco mmiiet e. 


y passengers and freight 





sincerely trust your committee will consider 8. 1559 or H. R. 157 in ample 
I rely trust your itt ler S. 1559 or H. R. 1 in ample 
time for action to be taken before the June 30 deadline, provided there is no 
opposition to the proposed legislation. The Alaska Steamship Co., the only 


American line serving Haines and Skagway, has expressed no objection to the 
legislation. I am ready to testify at the convenience of the committee. 
Sincerely yours, 


oa 


E. L. Barrierr. 


CONGRESS OF THE UNITED STATEs, 
HovuskE or REPRESENTATIVES, 
Was! ington, D. C., June 6, 1981. 
Mr. Epwarp JARRETT, 
Clerk, Interstate and Foreign Commerce Committee, 
United States Senate, Washington, D. C. 
YeaR Mr. Jarrett: In connection with 8. 1559 (a companion bill to H. R. 


| t 
157) I send to you herewith copy of a letter written me on February 1, 1951, 
by Admiral F. A. Ze , 





executive assistant to the president of the Alaska 





Steamship Co. You note that the Alasks Steamship Co. has no objection 
to thi slation. At ‘date, in fact immediately before the bill was heard 





by a sul ‘committee or the 

Mr. Ira Ewers, Washington 

company’s position. 
Sincerely yours, 


House Merchant Marine and Fisheries Committee, 
counsel for the Alaska Steamship Co., reiterated the 


E. L. BARTLET? 


ALASKA STEAMSHIP Co 


Seattle, Wash., February 1, 1951. 
Hon. KE. L. Bartuert, 
House Office Building, 
Washington, D. C. 

Dear DeLecatTe Bartietrr: We note that you have introduced into the House 
of Representatives H. R. 157 providing for the extension of the privilege accorded 
Canadian vessels permitting them to transport freight and passengers to and be- 
tween specified Alaskan ports until June 30, 1952. 

We wish you to know that the Alaska Steamship Co. does not object to this 
legislation. 

Very truly yours, 
ALASKA STEAMSHIP Co, 
F, A. ZEUSLER, 
Executive Assistant to the President. 
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DEPARTMENT OF THE TREASURY 


Hon. Epwtn C. JoHNson, 
Chairman, Committee on Interstate and Foreign Comme 
United States Senate, Washi) gion, D. C. 





My Dear Mr. CHAIRMAN: Further reference is made to your lett f May 31, 
1951, requesting a statement of this Depart t’s ) } S. 1559. to 
provide transportation on Canadian vessels between S$ wav, Alaska, and other 
points in Alaska, between Haine , Alaska, and other point \ 1, Al eel 
Hyder, Alaska, and other points in Alaska or the conti tal | t Stat r 
directly or via a foreign port, or for any part of the tra: 

The bill would permit, untii June 30, 1952, the t ( leseri 4 
the title, notwithstanding the prohibition tained in section 8 of the act of 





June 18, 1886, as amende ms , and secti ( \ haunt 
Marine Act, 1920, as amended (46 U. S. C. 883 [t would thus ex for 
another year the l-year exemption provided by Pi Law 584 tv-first 


( ‘OngTesSs. 
. 


The Department will interpose no objection to the enactment of S. 1559 
The Department has been advised by the Bureau of the Budget that t! 
no obj ction to the submis ion of this report to the co 
Very truly yours, 
JOHN 8. GR 
Act Secretary the Treasury 
HE WI tI AF ( { MM I 


Hon. Eywin C. JouHnson, 
Chairman, Committee on Interstate and Fore 
United States Senate, Washington, D. C 
Dear Mr. CuHarrmMan: This letter is in further reply , yur Tre lat 
May 31, 1951, for the views of the Department of Comm vith : s 


Loo, a bill to provide transportation on Canadian er S 
Alaska, and other points in Alaska, between Haines, Ala 
in Alaska, \ ler, Alaska, and other poin Als 





tinental United States, either directly or via a foreign po 
transportation. 

S. 1559 provides that until June 30, 1952, passengers may be transpo! yn 
Canadian vessels between Sk vay, Haines, Hyder, and other point » Alaska 
or in the continental United States, either diz 


any part of the transportation It also provid ut idian vessels ma 





+ 


transport merchandise between Hyder, Alaska, and th ier 
above-mentioned. 

Under Public Law 584, Eighty-first Congress, ap) {1 June 29, 1950 
mission for such transportation in Canadian v S expl Ju 30, 195 Su 
the passage of this act there has been little improvem: the steamship ser 
accorded Skagway, Haines, and Hyder by American-flag services. 1 \laska 
Steamship Line, Inc., which began servi in the spring of 1949 to Seward and 
Valdez from Puget Sound area, has recently discontinued this service Phis line 
had intended to serve Skagway, but no such service was ever established 








The Ocean Tow, Inc., has purchased two NS vessels for ated 
these areas. However, it is not believed that these two ves ‘ 
situation as they will not ply between all points mentioned in t} il 

Hyder is on the southeastern boundary of Alaska immedia dia 
Canada and is served only by Canadian sels. 

Because ser’ ice | United té lag vi els to the { \ } ar 
still to be inadequate, the * Commerce fa 
these communities, and, t! mmend u ler : 





bill. 

We have been advised by the Bureau of the Budget that there \ ld be no 
objection to the submission of this report. . , 
this matter, please call on us. 

Sincerely yours, 
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CoMPTROLLER GENERAL OF THE UNITED STATEs, 


Washington 25, June 13, 1951. 
Hon. Epwin C. JOHNSON, 


Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

My Dear Mr. CuarrmMan. Further reference is made to your letter dated May 
31, 1951, acknowledged by telephone on June 4, 1951, requesting any comments 
I may care to offer concerning 5. 1559, Eighty-second Congress, entitled ‘‘A bill 
to provide transportation on Canadian vessels between Skagway, Alaska, and other 
points in Alaska, between Haines, Alaska, and other points in Alaska, and be- 
tween Hyder, Alaska, and other points in Alaska or the continental United States, 
either directly or via a foreign port, or for any part of the transportation.” 

The bill provides: 

“That, until June 30, 1952, notwithstanding the provisions of law of the United 
States restricting to vessels of the United States the transportation of passengers 
and merchandise directly or indirectly from any port in the United States to 
another port of the United States, passengers may be transported on Canadian 
vessels between Skagway, Alaska, and other points in Alaska, between Haines, 
Alaska, and other points in Alaska, and between Hyder, Alaska, and other points 
in Alaska or the continental United States, either directly or via a foreign port, 
or for any part of the transportation: Provided, That such Canadian vessels may 
transport merchandise between Hyder, Alaska, and other ports and points herein 
enumerated.”’ 

At the request of your committee this Office, on June 23, 1949, submitted a re- 
port on H. R. 2634, Eighty-first Congress, later enacted as Public Law 258 (63 
Stat. 622), which was identical in language to the present bill except that it was 
applicable for the period ending June 30, 1950. Public Law 584, Eighty-first 
Congress (64 Stat. 301), containing the same language extended the period to 
June 30, 1951. 

As was stated in my report of June 23, 1949, regarding the prior enactment, 
this Office has no information as to the need or desirability of the proposed legis- 


lation and, therefore, I make no recommendation with respect to the enactment 
of S. 1559. 


Sincerely yours, : nt 
INDSAY ©. ARREN, 
Comptroller General of the United States. 


O 
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— 
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June [¥F (legislative day, May 17), 1951.—Ordered to be printed 


Mr. Jounston of South Carolina, from the Committee on Post Office 
and Civil Service, submitted the following 


REPORT 


[To accompany S, J. Res. 71] 


The Committee on Post Office and Civil Service, to whom was 
referred the resolution (S. J. Res. 71) relating to the compensation of 
employees of the House and Senate Press, Periodical, and Radio 
Galleries, having considered the same, report favorably thereon with 
amendments and recommend that the resolution, as amended, do pass. 


STATEMENT 


The committee feels that since the basic rates of the employees of 
the House of Representatives Press, Periodical, and Radio Galleries 
were increased by special House action during the Eighty-first Con- 
egress, and since similar action has not yet been taken by the Senate, 
that Senate Joint Resolution 71 should be favorably approved. 

Senate Joint Resolution 71 will do nothing more than equalize the 
salaries of employees in the Senate and House Press, Periodical, and 
Radio Galleries. 

The total cost of Senate Joint Resolution 71 for the Senate employees 
will be $6,164.82 gross per annum. 


AMENDMENTS 


In section 1 (b) (1) strike out letter ‘“‘s’” in word “assistants”? and 
insert, after word “assistant”? the word “superintendents” 

In section 1 (2) strike out letter “s’’ in word “assistants” and insert 
after word “assistant”? the word “superintendents” 

These are perfecting amendments. 


O 
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AMENDING THE ACT INCORPORATING THE AMERICAN 
UNIVERSITY 


JuNE 18 (legislative day, May 17), 1951.—Ordered to be printed 


. 
Mr. Pastore, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


LD [To accompany 8. 1645] 
cal 


=Hhe Committee*on the District of Columbia, to whom was referred 

the bill (S. 1645) to amend the act incorporating the American Uni- 
versity, after’ full consideration, report favorably thereon without 
amendment ahd recommend that the bill do pass. 

The purpose of this bill is to amend the charter of American Uni- 
versity in two respects. The first is to change the name of “The 
Methodist Episcopal Church” in the present charter to “The Meth- 
odist Church.” The latter is now the official name of the church. 
The second is to allow only three-fifths, rather than the present re- 
quired two-thirds of the members of the board of trustees to be 
affiliated with the Methodist Church. 

The bill was reported unanimously by the full committee. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That John H. Vincent, John E. Andrus, James 
M. Buckley, Mark Hoyt, Jesse L. Hurlbut, James M. King, Charles C. McCabe, 
Charles H. Payne, John E. Searles, Junior, John 8. Huyler, of New York; C harles 
W. Buoy, J. A. M. Chapman, G. P. Hukill, Robert E. Pattison, Charles Scott, 
Mrs. Matthew Simpson, of Pennsylvania; Julian 8S. Carr of North Carolina: 
David H. Carroll, Jacob Tome, Alpheus W. Wilson, of Maryland; Charles H. 
Fowler, of Minnesota; William M. Springer, J. B. Hobbs, of Illinois; John P. 
Newman, of Nebraska; Job H. Jackson, of Delaware; Redfield Proctor, of Ver- 
mont; W. W. Smith, of Virginia; D. B. W esson, M. Burnham, of Massachusetts; 


* 
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Thomas Bowman, of Missouri; and John ¥. Hurst, Louis E. McComas, Benjamin 
Chariton, Andrew B. Duvall, Matthew G. Emery, Charles C. Glover, S. 8. 
Henkle, Benjamin F. Leighton, John E. Beall, Aldis B. Browne, Mrs. John A. 
Logan, H. B. Moulton, Hiram Price, Mrs. Elizabeth J. Somers, Brainard H. 
Warner, and 8S. W. Woodward, of the District of Columbia, their associates and 
successors, [two-thirds of whom shall at all times be members of the Methodist 
ae Church, } three-fifths of whom shall at all times be members of the Methodist 
Church, are hereby constituted a body politic and corporate by the name The 
American University, with power to sue and be sued, plead and be impleaded, 
and have perpetual succession; to acquire, take by devise, bequest, or otherwise, 
hold, purchase, encumber, and convey such real and personal estate as shall be 
required for the purpose of its incorporation; to make and use a common seal, 
and the same to alter at pleasure; and the incorporators aforesaid, their associates 
and successors, who shall possess the qualifications herein required, shall con- 
stitute a board of trustees, by which the business of said corporation shall be 
transacted, which board shall hereafter consist of not less than forty nor more 
than fifty persons, eleven of whom shall constitute a quorum to do business, 
and which board shall be authorized to fill any vacancies in their number, to 
appoint such officers and agents as the business of the corporation shall require, 
and to make bylaws for the accomplishment of its affairs. Said corporation is 
hereby empowered to establish and maintain within the District of Columbia a 
university for the promotion of education. The said corporation shall have 
power to grant and confer diplomas and the usual college and university degrees, 
and honorary degrees, and also such other powers as may be necessary fully to 
carry out and execute the general purposes of the said corporation as herein 
appearing. 

Sec. 2. That this Act may be amended or repealed at any time by the Congress 
in its pleasure. 

O 
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AMENDING AND CLARIFYING THE DISTRICT OF COLUM- 
BIA TEACHERS’ LEAVE ACT OF 1949 


JuNE 18 (legislative day, May 17), 1951.—Ordered to be printed 


Mr. Pastore, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


{To accompany 8. 657] 


~—€ 
uc> 
oa 
4 


The Committee on the District of Columbia, to whom was referred 
ie bill (S. 657) to amend and clarify the District of Columbia Teach- 
—s9rs’ Leave Act of 1949, and for other purposes, having considered the 
“Pame, report favorably thereon with amendment and recommend that 
the bill, as amended, do pass. 
The améndment is as follows: 
Strike out all after the enacting clause, and in lieu thereof insert 
the following: 


That the first section of the District of Columbia Teachers’ Leave Act of 1949 is 
amended (a) by striking from the last sentence thereof the words “‘sixty’’ and “‘ten’”’ 
and substituting in lieu thereof the words ‘“‘seventy-five’’ and ‘‘twenty’’, respec- 
tively, and (b) by adding at the end thereof the following new sentence: ‘Under 
such rules and regulations as the Board of Education may prescribe, any teacher 
or attendance officer may use three days of such cumulative leave with pay in 
any school year for any purpose, upon giving timely notice of intended absence.’’ 

Sec. 2. Section 2 of such Act is amended (a) by striking from the proviso of 
the first sentence thereof the words ‘‘total amount to be’’ and inserting in lieu 
thereof the word “‘leave’’ and also by striking from such proviso the words ‘‘shall 
not exceed twenty days and’’ and (b) by striking from the last sentence thereof 
the word “sixty’’ and inserting in lieu thereof ‘‘seventy-five’’. 

Sec. 3. Section 4 of such Act is amended by striking therefrom the word 
“twenty”’ and inserting in lieu thereof ‘‘twenty-five’’. 

Sec. 4. When any person occupying a position, the salary of which position 
is fixed by Article I, Title I of the District of Columbia Teachers’ Salary Act of 
1947 (61 Stat. 248), as amended, or a position as attendance officer, the salary of 
which position is fixed in Class 32, Article II, Title I of such Act, is transferred or 
promoted to any position in the schedule’ in Article II, Title I of such Act (other 
than a position in Class 32) shall be entitled to have credited to his account as 
accumulated sick leave as provided by the Act entitled ‘‘An Act To standardize 
sick leave and extend it to all civilian emplovees’’, approved March 14, 1936 (49 
Stat. 1162), as amended, the same number of days as are credited to him as cumu- 
lative leave with pay under the provisions of the District of Columbia Teachers’ 
Leave Act of 1949. 
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Sec. 5. Teachers and attendance officers who are on leave without pay for 
periods less than one month and who are on leave without pay on the last day of 
school preceding Saturday or any other vacation period designated by the Board 
of Education shall lose pay only for those days when school is in session and they 
could otherwise work. In no case shall a teacher or attendance officer on leave 
without pay for periods less than one month suffer a loss of pay for Saturdays, 
Sundays, holidays and vacation periods authorized by the Board of Education. 

Sec. 6. Any teacher or attendance officer who is granted leave without pay by 
the Superintendent of Schools or the Board of Education shall be reinstated to 
the position from which leave was granted or to an equivalent position when said 
employee is ready to resume his duties. 

Sec. 7. The first paragraph of the first section of the Act entitled ‘‘An Act for 
the retirement of public-school teachers in the District of Columbia,’’ approved 
August 7, 1946, is amended— 


(1) by striking out ‘‘No deduction shall be made from less than an entire 
month’s salary.’’; and 


(2) by adding at the end of such paragraph the following: ‘‘Deductions 
shall be made for every month in which the salary of a teacher exceeds the 
amount of such deduction. Any teacher may, at his option and under such 
regulations and at such times as may be prescribed by the Commissioners of 
the District of Columbia, deposit with the Collector of Taxes, District of 
Columbia, the amount which would otherwise be deductible during any 
period of leave without pay, to be credited as herein provided.”’ 

Sec. 8. This Act shall take effect on the first day of the second month following 
its enactment, 

The purpose of the bill is to correct certain inequities m, and to 
liberalize certain provisions of, the District of Columbia School 
Teachers Leave Act of 1949. Existing law is changed in the following 
respects: 

(1) The amount of sick leave which teachers may accumulate is 
increased from a maximum of 60 days to 75 days for regular teachers, 
and from 10 to 20 days for temporary teachers. This is the accumu- 
lation allowed Federal employees, with an appropriate deduction 
because teachers are employed only 10 months in the year. 

(2) Under present law, teachers may take leave only for “pressing 
personal emergencies.’’ The bill would allow a teacher to take 3 days 
of leave in any school year “for any purpose, upon giving timely notice 
of intended absence,”’ under rules and regulations to be prescribed by 
the Board of Education. It is anticipated that this will allow teachers 
to use such leave for personal affairs, for religious observances, and 
for other purposes which cannot be classified as “‘emergencies.”’ 

(3) Under the provisions of the 1949 act, teachers were credited 
with 1 day’s sick leave for each year of service prior to passage of the 
act, up to a maximum of 20 days. This limitation is removed. 
Teachers will, therefore, receive 1 day of sick leave for each year of 
their service, prior to 1949, in the District of Columbia school system. 

(4) Under present law, teachers may be advanced up to 20 days of 
sick leave. This would be increased to 25 days. 

(5) Presently, certain employees of the schools may not carry with 
them accumulated sick leave when they are promoted within the 
system. The bill would allow such employees to retain their accumu- 
lated sick leave. 

(6) Under present law, any teacher on leave without pay prior to a 
week end or vacation period, loses pay for such week end or vacation 
period. The bill would provide that teachers will lose pay only for 
those days when school is in session and they could otherwise work. 

(7) Present law provides no protection for the tenure of teachers 
who are absent with leave without pay. The bill would require 
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reinstatement at the expiration of such leave without pay to the 
teacher’s former, or an equivalent, position. 

(8) Certain inequities have developed in the School Teachers 
Retirement Act of 1946: 

(a) Under present law, no retirement deduction is made if a teacher 
is absent as little as one-half day in any month. The bill would 
change existing law to require that deductions from salary for the 
retirement fund shall be made in any month in which the amount of 
the deduction is less than the salary received by the teacher. 

(6) Under present law, there is no provision for payments by the 
teachers into the retirement fund during any period of leave without 
pay. The bill would allow teachers to deposit, and be credited with, 
the amount which would otherwise be deductible during any period 
of leave without pay. 

The total cost of the bill is estimated to be $14,000 annually. It 
has the approval of the Board of Education of the District of Columbia, 
the Board of Commissioners of the District, and the Bureau of the 
Budget. 


The bill was reported favorably by the full committee. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, 
are shown as follows (existing law proposed to be omitted is enclosed 
in black: brackets, new matter is printed in italics, existing law in 
which no change is proposed is shown in roman): 


{[Pustic Law 353—S8Ist ConcGREss] 
[CHAPTER 686—IsT SEssIon] 
{H. R. 4381] 


AN ACT To provide cumulative sick and emergency leave with pay for teachers and attendance officers 
in the employ of the Board of Education of the District of Columbia, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That all teachers and attendance officers in the 
employ of the Board of Education of the District of Columbia shall be entitled to 
cumulative leave with pay for personal illness, presence of contagious disease or 
other death in the home, or pressing personal emergency, in accordance with such 
rules and regulations as the said Board of Education may prescribe. Such 
cumulative leave with pay shall be granted at the rate of one day for each month 
from September through June of each year, both inclusive. The total cumula- 
tion shall not exceed [sixty] seventy-five days for probationary and permanent 
teachers and attendance officers, and the total cumulation shall not exceed [ten] 
twenty days for temporary teachers and attendance officers. Under such rules 
and regulations as the Board of Education may prescribe, any teacher or attendance 
officer may use three days of such cumulative leave with pay in any school year for any 
purpose, upon giving timely notice of intended absence. 

Sec. 2. In addition to the cumulative leave provided by the first section of 
this Act each probationary and permanent teacher shall be credited on July 1, 
1949, with one day of leave with pay for each complete year of service in the public 
schools of the District of Columbia prior to July 1, 1949: Provided, That the 
[total amount to be] leave credited under the provisions of this section [shall 
not exceed twenty days and] shall be granted for the same purposes as leave with 
pay is provided in the first section of this Act. Attendance officers shall be 
credited on July 1, 1949, with all cumulative leave with pay to which they are 
entitled on June 30, 1949, under the provisions of section 18 of the District of 
Columbia Teachers’ Salary Act of 1947. The total cumulation of leave with 
pay allowable under this Act and the District of Columbia Teachers’ Salary Act 
of 1947 shall not exceed [sixty] seventy-five days, and no attendance officer shall 
be entitled to annual or sick leave with pay under the provisions of any other Act. 
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Sec. 3. Probationary and permanent teachers and attendance officers shall be 
entitled to use all leave to their credit when they are granted maternity leave by 
the Board of Education. 

Sec. 4. In cases of serious disability or ailments, and when required by the 
exigencies of the situation, and in accordance with such rules and regulations as 
the Board of Education may prescribe, the superintendent of schools may ad- 
vance additional leave with pay not to exceed [twenty] twenty-five days to every 
probationary or permanent teacher or attendance officer who may apply for such 
advanced leave. 

Sec. 5. In the event of separation from the service of any teacher or attendance 
officer who is indebted for unearned advanced leave, such teacher or attendance 
officer shall refund the amount of pay received for the period of such excess. If 
such teacher or attendance officer fails to make such refund, deductions therefor 
shall be made from any salary due him or from any amount standing to his credit 
under the provisions of the Act entitled ‘‘An Act for the retirement of public 
school teachers in the District of Columbia”’, approved August 7, 1946. The pro- 
visions of this section shall not apply in cases of death, retirement for disability, 
or in the event that the teacher or attendance officer to whom leave with pay has 
been advanced is unable to return to duty because of disability. 

Sec. 6. The Board of Education is hereby authorized to employ substitute 
teachers and attendance officers for service during the absence of any teacher or 
attendance officer on leave with pay and to fix the rate of compensation to be paid 
such substitutes. 

Sec. 7. The Board of Education is hereby authorized to prescribe such rules and 
regulations as it may deem necessary to carry this Act into effect. The term 
“‘teacher’’ used in this Act shall include all employees whose salaries are fixed by 
article I of title I of the District of Columbia Teachers’ Salary Act of 1947. The 
term “‘attendance officers’”’ shall include all employees whose salaries are fixed by 
class 32 in article II of title I of the District of Columbia Teachers’ Salary Act of 
1947. 

Sec. 8. There is authorized to be appropriated, out of any moneys in the 
Treasury of the United States to the eredit of the District of Columbia not other- 
wise appropriated, such sums as may be necessary to carry out the purposes of 
this Act, and any appropriations for the public schools of the District of Columbia 
for personal services are hereby made available for the payment of the substitutes 
provided for in section 6 of this Act. 

Sec. 9. The following parts of Acts are hereby repealed: 

(a) So much of section 14 of the Act entitled ‘“‘An Act to fix and regulate the 
salaries of teachers, school officers, and other employees of the Board of Education 
of the District of Columbia, and for other purposes’’, approved July 7, 1947, as 
reads: ‘‘The said Board shall prescribe the amount to be deducted from the salary 
of any absent teacher for whom an annual substitute may perform service.”’; 

(b) Section 18 of the Act entitled “‘An Act to fix and regulate the salaries of 
teachers, school officers, and other employees of the Board of Education of the 
District of Columbia, and for other purposes’’, approved July 7, 1947; and 

(c) So much of the first section of the Act entitled ““An Act making appropria- 
tions for sundry civil expenses of the Government for the fiscal year ending June 
thirtieth, nineteen hundred and twelve, and for other purposes’’, approved March 
4, 1911 (36 Stat. 1395), under the subheading ‘‘District of Columbia’’, as reads: 
“Provided, That leave of absence of any regularly employed teacher shall not 
exceed thirty calendar days in any one school year, and for this period such teacher 
who may be absent shall be paid, in case the absence is due to personal illness, 
death in family, or quarantine on account of contagious disease, the salary of the 
position, less the amount paid to the substitute teacher, and any absence in excess 
of said thirty days or absence for cause other than herein specified shall be without 
compensation: Provided further, That all other employees of the Board of Educa- 
tion may, in the discretion of said Board, be granted not exceeding thirty days’ 
leave of absence with pay in any one calendar year, and in the event of the absence 
of any janitor, assistant janitor, engineer, assistant engineer, or caretaker, at any 
time during school sessions the Board of Education is hereby authorized to appoint 
a substitute, who shall be paid the salary of the position in which employed, and 
the amount paid to such substitute shall be deducted from the salary of the 
absent employee.” 

Sec. 10. This Act may be cited as ‘‘District of Columbia Teachers’ Leave Act 
of 1949”’. 

Sec. 11. This Act shall become effective July 1, 1949. 

Approved October 13, 1949. 
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{[Pusiic Law 624—79TH ConarREss] 
{[CHapTER 779—2pD Session] 
[H. R. 5756] 
AN ACT For the retirement of public-school teachers in the District of Columbia 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That beginning as the Ist day of the September 
following the effective date of this Act, there shall be deducted and withheld 
from the annual salary of every teacher in the public schools of the District of 
Columbia an annual amount computed to the nearest tenth of a dollar equal to 
5 per centum of the teacher’s annual salary. The Commissioners of the District 
of Columbia shall cause to be filed with the Board of Education on September 
10 of each year a certificate showing the amount of deduction to be made from 
the salary of each teacher during the year, said deduction to be made in equal 
amounts, one to be deducted for each school month. A similar certificate shall 
be filed not later than the 15th day of each calendar month to cover cases of 
new entrants. [[No deduction shall be made from less than an entire month’s 
salary.J] The amounts deducted and withheld from the annual salary of each 
teacher, including amounts so deducted and withheld prior to the effective date 
of this Act under the Act entitled ‘‘An Act for the retirement of public-school 
teachers in the District of Columbia,” approved January 15, 1920 (41 Stat. 387), 
as amended, shall be credited to an individual account of the teacher from whose 
salary the deduction is made, together with interest at 4 per centum per annum, 
compounded annually up to the effective date of this Act and thereafter at 3 
per centum per annum, compounded annually from June 30 of the year in which 
the deductions are made. These individual interest-bearing accounts shall be 
kept by the Auditor of the District of Columbia. Deductions shall be made for 
every month in which the salary of a teacher exceeds the amount of such deduction. 
Any teacher may, at his option and under such regulations and at such times as may 
be prescribed by the Commissioners of the District of Columbia, deposit with the 
Collector of Taxes, District of Columbia, the amount which would otherwise be deduct- 
ible during any period of leave without pay, to be credited as herein provided. 

Any teacher may at his option and under such regulations as may be prescribed 
by the Commissioners of the District of Columbia deposit with the Collector of 
Taxes, District of Columbia, additional sums in multiples of $25 but not to 
exceed 10 per centum per annum of his annual salary, pay, or compensation, 
for services rendered since March 1, 1920, which amount together with interest 
thereon at 3 per centum per annum compounded as of June 30 of each year, 
shall, at the date of his retirement, be available to purchase an annuity as he 
shall elect in accordance with such rules and regulations as may be prescribed 
by the Commissioners of the District of Columbia, in addition to the annuity 
provided by this Act; the purchase price of such annuity shall be based upon an 
interest rate of 3 per centum per annum compounded annually and upon such 
table of mortality as shall from time to time be prescribed by the Commissioners 
of the District of Columbia. In the event of death or separation from the service 
of such teacher before becoming eligible for retirement on annuity, the amounts 
so deposited with interest at 3 per centum compounded annually from June 30 
of the year in which the deposits are made shall be refunded in accordance with 
the provisions of sections 9 and 10, respectively, of this Act. A separate indi- 
vidual account shall be kept by the Auditor of the District of Columbia with 
respect to the voluntary deposits and interest of each teacher. 

Sec. 2. The amounts so deducted and withheld from the annual salary of 
every teacher, and the amounts of additional voluntary deposits, shall be deposited 
in the Treasury of the United States to the credit of the teachers’ retirement and 
annuity fund. As of the effective date of this Act, there shall be transferred and 
credited to such fund the balances of funds held for the retirement of teachers 
under the provisions of sections 2 and 7 of the Act of January 15, 1920, as amended. 
The fund thus created shall be held and invested by the Secretary of the Treasury 
until paid out as hereinafter provided, and the income derived from such invest- 
ment shall constitute a part of said fund for the purpose of carrying out the 
provisions of this Act. Separate accounts shall be maintained by the Treasury 
with respect to (1) the regular operations of the retirement system, exclusive of 
those incident to the voluntary deposits; and (2) the voluntary deposits and the 
supplementary annuities and refunds resulting from such deposits. 

Sec. 3. (a) Any teacher to whom this Act applies who shall have attained or 
shall hereafter attain the age of sixty years and has rendered at least thirty years 
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of service computed as prescribed in section 8 of this Act, or shall hereafter attain 
the age of sixty-two years and has rendered at least fifteen years of service com- 
puted as prescribed in section 8 of this Act, may voluntarily retire and shall be 
eligible for retirement on an annuity computed as provided in section 5 of this Act. 

(b) Any teacher to whom this Act applies who shall have attained or shall 
hereafter attain the age of fifty-five years and has rendered at least thirty years 
of service computed as prescribed in section 8 of this Act, may voluntarily retire 
and shall be paid an immediate life annuity beginning on the first day of the 
month following the date of separation from the service having a value equal 
to the present worth of a deferred annuity at the age of sixty years computed as 
prescribed in section 5 of this Act or may elect to receive a deferred annuity 
beginning at the age of sixty years computed as prescribed in section 5 of this Act. 

(c) Any teacher who shall have attained or shall hereafter attain the age of 
sixty-two years and is eligible for retirement under the provisions of this Act, 
may be retired by the Board of Education upon written recommendation of the 
Superintendent of Schools. Any teacher who shall have attained, or shall here- 
after attain the age of seventy years, shall be retired unless upon written recom- 
mendation of the Superintendent of Schools two-thirds of the members of the 
Board of Education vote to retain such teacher in the public schools for the 
good of the service. No sum shall be paid to any teacher upon his retirement 
under the provisions of this section unless he shall have been employed as a 
teacher on active duty in the public schools of the District of Columbia for a 
total period of not less than ten years. 

Sec. 4. Any teacher to whom this Act applies who shall have served on active 
duty in the public schools of the District of Columbia for a total period of not 
less than ten vears, and who, before becoming eligible for retirement under the 
conditions defined in the preceding sections hereof, becomes physically or mentally 
disabled and incapable of satisfactorily performing the duties of his position, by 
reason of disease or injury not due to vicious habits, intemperance, or willful 
misconduct on the part of the teacher, shall upon his own application or upon 
order of the Board of Education as provided later in this section be retired on 
an annuity computed in accordance with the provisions of section 5 and 6 hereof: 
Provided, That proof of freedom from vicious habits, intemperance, or willful 
misconduct for a period of more than five years next prior to becoming so disabled 
for useful and efficient service shall not be required in any case. No claim shall 
be allowed under the provisions of this section unless the application for retire- 
ment shall have been executed prior to the applicant’s separation from the service 
or within six months thereafter. No teacher shall be retired under the provisions 
of this section unless examined under the direction of the Health Officer of the 
District of Columbia, and as a result of said examination, in his judgment, or in 
the judgment of the Superintendent of Schools concurred in by two-thirds of the 
members of the Board of Education, shall have been found to be physically or 
mentally incapacitated for efficient service. 

Every annuitant retired under the provisions of this section, unless the disability 
for which retired be permanent in character, shall at the expiration of one year 
from the date of such retirement and annually thereafter, until reaching retire- 
ment age as defined in section 3 hereof, be examined under the direction of the 
Health Officer of the District of Columbia in order to ascertain the nature and 
degree of the annuitant’s disability, if any. If an annuitant shall recover before 
reaching retirement age he shall be reappointed by the Board of Education in 
accordance with such rules and regulations as the said Board may prescribe to 
the first position, equal or similar to any position in the public schools occupied 
by the annuitant before retirement, which becomes vacant after the date the 
Board of Education receives written notification from the Health Officer of the 
District of Columbia that the annuitant has recovered and is able to discharge 
his duties as a teacher in the public schools of the District of Columbia. Payment 
of the annuity shall be continued until the date of reappointment by the Board 
of Education. In the event that the annuitant refuses to accept the employment 
prescribed in this section no annuity shall be paid after the date of such refusal. 
Should the annuitant fail to appear for examination as required under this section 
payment of the annuity shall be suspended until continuance of the disability 
shall have been satisfactorily established. Upon written recommendation of the 
Superintendent of Schools the Board of Education may order or direct at any 
time such medical or other examination as it shall deem necessary to determine 
the facts relative to the nature and degree of disability of any teacher retired 
on an annuity under this section. 
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In all cases where the annuity is discontinued under the provisions of this 
section, the annuity payments made under (1) of section 5 hereof shall be charged 
against his individual account and, unless he shall become reemployed in a position 
under the purview of this Act, he shall be considered as having been separated 
from the service for other than retirement purposes and entitled to the benefits 
of section 9 hereof: Provided, however, That if such teacher were also receiving 
an annuity because of voluntary deposits made under the provisions of section 1 
hereof, such annuity may be continued or, at the option of the teacher, the 
actuarial reserve value of such annuity may be withdrawn in cash unless the 
teacher is reemployed in a position within the purview of this Act, in which 
case the amount of such reserve value shall be treated as a voluntary deposit 
under the provisions of section 1 hereof. 

Sec. 5. That following the effective date of this Act every teacher who shall 
be retired under the provisions of section 3 or section 4 of this Act shall receive 
an annuity composed of (1) a sum equal to 1 per centum of his average annual 
salary received during any five consecutive years of allowable service in the public 
schools of the District of Columbia, at the option of the teacher, for each year 
of his whole term of service, but in no event shall the amount of the average 
annual salary used to determine this portion of the annuity be less than the 
maximum salary for class 1, group A, established by the District of Columbia 
Teachers’ Salary Act of 1945, as amended; and (2) an additional sum of $20 for 
each year of his whole term of service, not exceeding forty. The total annuity 
shall be fixed at the nearest multiple of 12 cents, and shall be payable monthly. 
Annuities payable to any retired teacher who has become eligible for retirement 
because of age as defined in section 3 of this Act shall be payable during the 
lifetime of the annuitant. Annuities payable to any teacher retired on account 
of disability shall be subject to the conditions set forth under section 4 of this Act. 

Any teacher retiring under the provisions of this Act may, at the time of his 
retirement, elect one of the following options: (1) He may elect to receive in 
lieu of the life annuity described herein a reduced annuity of equivalent value 
providing that, in the event the annuitant shall die without having received in 
annuities purchased by his contributions accumulated with interest to the date 
of his retirement an aggregate sum equal to the total amount to his credit at time 
of retirement, the difference shall be paid in accordance with the provisions of 
section 10 of this Act; or (2) he may elect to receive in lieu of the life annuity 
as described herein a reduced annuity of equivalent value providing for a life- 
insurance benefit payable in a lump sum at the time of the annuitant’s death. 
The face amount of such life insurance may be in any amount which the retiring 
teacher shall designate at the time of retirement but shall not exceed his contri- 
butions accumulated with interest to the date of retirement. Payment of such 
insurance shall be made in accordance with the provisions of section 10 of this 
Act. Any annuitant who elects to receive the reduced annuity with fixed life- 
insurance benefits may reconvert the value of the life insurance to an additional 
annuity of equivalent value on any anniversary of the retirement date of said 
annuitant prior to reaching age seventy. 

Sec. 6. That in calculating, as provided in section 5, the second part of the 
annuity of a teacher retired under the provisions of section 4 of this Act, a mini- 
mum credit of twenty vears shall be used in determining the sum allowable to a 
teacher with less than twenty years of service: Provided, That such minimum 
credit shall not exceed the total number of years of service which the teacher 
might have served if continuously employed as a teacher in the public schools 
of the District of Columbia to age sixty. 

Sec. 7. The amount of each year’s appropriation shall be calculated, on an 
actuarial basis, as a level percentage of the pay roll of all participants which shall 
be adequate to cover the liability normally accrued plus a further level amount 
computed to be sufficient to liquidate the unfunded accrued liability within a 
period of approximately twenty years after the effective date of this Act. 

Sec. 8. The whole term of service which forms the basis for determining the 
amount of the annuity provided in section 5 of this Act shall be computed from 
the date of original employment as a teacher, other than temporary, in the public 
schools of the District of Columbia, plus any service credit that may be allowed 
under the provisions of this section. In computing the length of service of retir- 
ing teachers credit may be given, year for year, for (a) public-school service or its 
equivalent outside the District of Columbia but not to exceed ten years; (b) con- 
tinuous temporary service in the public schools of the District of Columbia im- 
mediately prior to probationary appointment; (c) service in the government of 
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the District of Columbia or the Government of the United States allowable under 
the Civil Service Act of 1920, as amended; (d) periods of honorable service in the 
Army, Navy, Marine Corps, or Coast Guard of the United States in time of war; 
(e) all educational leaves of absence with part pay authorized by the Board of 
Education in accordance with the Act of June 12, 1940 (54 Stat. 349); and the 
first ten-year period to begin on the date of the first probationary appointment 
as a teacher in the public schools of the District of Columbia: Provided, however, 
That that portion of the annuity which results from credit for service allowable 
under (a) and (c) of this section shall be reduced by the amount of any annuity 
which the retired teacher is entitled to receive under any Federal, State, or mu- 
nicipal retirement or pension system in respect to such service, except that such 
portion of the annuity after reduction shall not be less than the annuity purchas- 
able with the deposit which the teacher is required to make under the provisions 
of this section in order to obtain credit for such service: Provided further, That 
no credit for service prescribed in this section, with the exception of periods of 
honorable service in the Army, Navy, Marine Corps, or Coast Guard of the 
United States in time of war and all educational leaves of absence with part pay 
authorized by the Board of Education in accordance with the Act of June 12, 
1940 (54 Stat. 349), shall be given to any teacher entering the said public schools 
after June 30, 1926, until he shall have deposited to the credit of the teachers’ 
retirement and annuity fund of the District of Columbia a sum equal to the 
accumulated contributions and interest which he would have had credited to his 
individual account if such service had been rendered on active duty in the public 
schools of the District of Columbia, said contributions to be based on the average 
annual salary of the class to which the teacher is appointed: Provided further, 
That all contributions to the retirement fund made by any teacher on educational 
leave with part pay shall be determined in accordance with the provisions of 
section 1 of this Act, but otherwise no provision of this Act shall be interpreted 
to deprive any teacher employed by the Board of Education of any rights or 
benefits allowable under the Act of June 12, 1940 (54 Stat. 349): Provided further, 
That if the teacher so elects, he may deposit the required sum in the fund in any 
number of monthly installments not exceeding fifty with interest at 3 per centum 
per annum compounded annually, upon making claim with the Auditor, District 
of Columbia, within one year of the effective date of this Act, or within one year 
after the original probational appointment or reinstatement in the school service, 
or within two years after the date of honorable discharge from the military serv- 
ice: And provided further, That nothing contained herein shall be construed to 
allow any teacher more than one year’s credit for all services rendered in any one 
fiscal year. 

Sec. 9. Should any teacher to whom this Act applies, after having served in 
the public schools of the District of Columbia for a total period of not less than 
ten years and before becoming eligible for retirement, become separated from the 
service, such teacher may elect to receive a deferred annuity beginning at the age 
of sixty-two years computed as provided in section 5 of this Act: Provided, That 
any teacher who becomes separated from the public schools of the District of 
Columbia for other than retirement purposes and who does not elect to receive 
a deferred annuity as provided for in this section, shall receive as soon as prac- 
ticable after separation the refund of deductions, deposits, or redeposits with 
interest thereon, or any voluntary contributions made under the provisions of 
section 1 of this Act, with interest: Provided further, That no teacher who shall 
withdraw the amount of his deductions, deposits, or redeposits under this section 
shall, after reinstatement, be entitled to credit for previous service unless he shall 
deposit in the fund the amount so withdrawn by him: And provided further, That 
the amount required to be so deposited may be paid by the teacher, if he so elects, 
in any number of monthly installments, not exceeding one hundred, with interest 
at 3 per centum compounded annually. 

Sec. 10. Any teacher from whose salary retirement deductions are made in 
accordance with this Act may designate in writing a beneficiary or beneficiaries 
to whom the amount of his deductions, together with interest then credited thereon, 
shall be payable, as hereinafter provided, in the event of the death of the teacher 
before or after retirement. 

In the event any teacher shall die before retirement the total amount of his 
deductions with interest thereon shall be paid, upon the establishment of a valid 
claim therefor, provided the claim be filed with the Auditor of the District of 
Columbia within three years after the death of such teacher, to the beneficiary 
or beneficiaries, if a beneficiary or beneficiaries be designated in writing by the 
teacher and recorded on his individual account, or, if there be no such beneficiary 
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or beneficiaries designated, then to the duly appointed executor or administrator 
of the estate of the teacher, or, if the amount payable be less than $1,000 and no 
executor or administrator is appointed, to such person or persons as the Auditor, 
in his judgment, may determine is or are legally entitled thereto. 

On the death of a retired teacher who elected to receive a reduced annuity with 
death benefits, the amount payable, if any, shall be determined according to the 
terms of the option so elected, and such amount shall be paid upon the establish- 
ment of a valid claim therefor, provided the claim be filed with the Auditor of the 
District of Columbia within three years after the death of such teacher, to the 
beneficiary or beneficiaries, if a beneficiary or beneficiaries be designated in writ- 
ing by the teacher and recorded on his individual account, or, if there be no such 
beneficiary or beneficiaries designated, then to the duly appointed executor or 
administrator of the estate of the teacher, or, if the amount payable be less than 
$1,000 and no executor or administrator is appointed, to such person or persons 
as the Auditor, in his judgment, may determine is or are legally entitled thereto. 

Sec. 11. That every teacher who shall continue in the service of the public 
schools of the District of Columbia after the passage of this Act, as well as every 
person who hereafter may be appointed to a position as teacher in the publie 
schools of the District of Columbia, shall be deemed to consent and agree to the 
deductions made and provided for herein; and the salary, pay, or compensation, 
which may be paid monthly or at any other time, shall be full and complete dis- 
charge and acquittance of all claims and demands whatsoever for all services ren- 
dered by such teacher during the period covered by such payment, except his 
claim for the benefits to which he may be entitled under the provisions of this 
Act, notwithstanding the provisions of the Act of June 20, 1906 (34 Stat. 316), 
and of any other law, rule, or regulation affecting the salary, pay, or compensa- 
tion of the teachers employed in the service of the public schools of the District 
of Columbia. 

Sec. 12. That nothing in this Act shall be construed to prevent the discharge 
of any teacher at any time in the discretion of the Board of Education of the 
District of Columbia under the provisions of law. 

Sec. 13. That the term “‘teacher’’, under this Act, shall include all teachers 
permanently employed by the Board of Education in the public day schools of 
the District of Columbia, including other educational employees whose salaries 
are established in the District of Columbia Teachers’ Salary Act of 1945, as 
amended, except the employees of the Department of School Attendance and 
Work Permits; whenever the pronoun “his” occurs in this Act it shall be con- 
strued to mean both male and female; and the term “‘annual salary” shall be con- 
strued to mean the total annual income received during the fiscal year for service 
rendered in the public day schools (not including summer schools) of the District 
of Columbia, including basie salary, automatic increases, and longevity allow- 
ances, provided for in the District of Columbia Teachers’ Salary Act of 1945, as 
amended, and all wartime additional compensation or bonus, and this definition 
of “‘annual salary”’ shall not be construed to affect any deductions which have 
been made prior to the effective date of this Act from any teacher’s ‘‘annual 
salary’’ as defined in the Act of January 15, 1920, as amended. 

Sec. 14. That the Commissioners of the District of Columbia shall prepare and 
keep all needful tables, records, and accounts required for carrving out the pro- 
visions of this Act. The records to be kept sha!l include data showing the mor- 
tality experience of the teachers in the service of the public schools of the District 
of Columbia and the rate of withdrawal from such service, and any other infor- 
mation pertaining to such service that may be of value and may serve as a guide 
for future valuations and adjustments of the plan for the retirement of teachers. 
The Commissioners of the District of Columbia shal! make a detailed compara- 
tive report annually to Congress showing all receipts and disbursements under 
the provisions of this Act, together with the total! number of persons receiving 
annuities and the amounts paid them. And the Treasury Department shall pre- 
pare the estimates of the annual appropriations required to be made to the 
teachers’ retirement and annuity fund, and shal! make actuarial valuations of 
such fund at intervals of five years, or oftener if deemed necessary by the Secre- 
tary of the Treasury. 

Sec. 15. That the Commissioners of the District of Columbia shall include in 
their annual estimates of appropriations a sum sufficient to earry out the pro- 
visions of this Act and Acts amendatory thereof. Appropriations made for the 
purposes of this Act shall be transferred to the credit of the teachers’ retirement 
and annuity fund established under section 2 hereof. 


. 
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Sec. 16. That the Commissioners of the District of Columbia are hereby author- 
ized to perform, or cause to be performed, any or all acts and to make such rules 
and regulations as may be necessary and proper for the purpose of carrying the 
provisions of this Act into full force and effect. 

Sec. 17. That none of the money mentioned in this Act shall be assignable, 
éither in law or equity, or be subject to execution or levy by attachment, garnish- 
ment, or other legal process. 

Sec. 18. The provisions of this Act shall apply to all teachers on the rolls of 
the public schools of the District of Columbia for the month of June 1946, or 
thereafter, if otherwise eligible: Provided, That nothing in this Act shall require 
the reduction of any annuity any teacher on the rolls of the publie schools of the 
District of Columbia for the month of June 1946, would be entitled to receive, 
under the provisions of the Act of January 15, 1920, as amended, upon retire- 
ment. The said Act of 1920, as amended, shall not otherwise apply to teachers 
on the rolls of the public schools of the District of Columbia for the month of 
June 1946, or thereafter, but such Act shall remain in force and effect with respect 
to teachers retired prior to the effective date of this Act, subject to the provisions 
of section 19. 

Sec. 19. The annuities of all teachers retired prior to the effective date of this 
Act shall be recomputed in accordance with the provisions of section 5 of this 
Act within ninety days after the approval of this Act retroactive to the effective 
date of this Act, and no recomputation shall be made which will reduce the annuity 
received by any retired teacher: Provided, That the average annual salary during 
any five consecutive years, specified in section 5, upon which the annuity is based, 
shall be within the last ten years of allowable service in the public schools of the 
District of Columbia: Provided further, That the increased amount of the annuity 
resulting therefrom shall be a straight life annuity without any insurance or death 
benefits of any kind. 

Sec. 20. The provisions of this Act shall take effect July 1, 1946. 

Approved August 7, 1946. 

O 
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PROVIDING FOR THE PAYMENT AND COLLECTION OF 
WAGES IN THE DISTRICT OF COLUMBIA 


JuNE 18 (legislative day, May 17), 1951.—Ordered to be printed 


Mr. Pastore, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


{To accompany 8. 1152] 
Lo 
. The Committee on the District of Columbia, to whom was referred 
—the bill (S. 1152) to provide for the payment and collection of wages 
in the District of Columbia, after full consideration, report favorably 
thereon with amendments, and recommend that the bill, as amended, 
do pass. 
The amendments are as follows: 
Page 2, line 23, after the word “organization” change the period 
to a semicolon and add the following: 


Provided further, that where, by contract or custom, an employer has paid 
wages at least once each calendar month, he may lawfully continue to do so. 


Page 3, strike line 1 and all of section 3 (a) through line 8. 

Page 3, line 11, renumber section 4 to section ‘3’’, and renumber 
sections 5 through 10 accordingly. 

Page 3, line 20, after the word ‘‘due”’ strike all down to and including 
line 23, and in lieu thereof insert the following: , 
upon the next regular pay day or within 7 days from the date of: quitting or re- 
signing, whichever is earlier. 

The purpose of this bill is to require regular payment of wages at 
least semimonthly in the District of Columbia, and to assist employees 
in collecting valid claims for wages due. Where by custom or con- 
tract an employer has been accustomed to paying employees at least 
monthly, he may continue to do so. It provides that wages shall be 
regularly paid in cash or by check; provides for payment of wages in 
the event of discharge, voluntary quitting, or in consequence of a 
labor dispute, and specifies the method of payment in the event of a 
dispute concerning the amount of wages due. 





2 PAYMENT AND COLLECTION OF WAGES IN DISTRICT OF COLUMBIA 


The Minimum Wage and Industrial Safety Board of the District of 
Columbia would be authorized to represent employees in the collection 
of wages due them and unpaid. 

Forty-six States now have comparable legislation; only- Delaware, 
Florida, and the District of Columbia are without a wage-payment 
law. 

Liquidated damages, not to exceed the amount of unpaid wages, 
are provided as a means of enforcing the act. Willful violations of 
the act are subject to punishment as misdemeanors. 

A similar bill (S. 3308) was unanimously reported by the full com- 
mittee, and passed in the Senate in the Eighty-first Congress. 

The bill was reported favorably by the full committee. 


O 
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Ist Session 


REQUIRING A PREMARITAL EXAMINATION OF ALL 
APPLICANTS FOR MARRIAGE LICENSES IN THE 
DISTRICT OF COLUMBIA 


JUNE 18 (legislative day, May 17), 1951.—Ordered to be printed 


Mr. Pastoke, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany 8S. 1167] 

—The Committee on the District of Columbia, to whom was referred 

e bill (S. 1167) to require a premarital examination of all applicants 
for marriage licenses in the District of Columbia, after full considera- 
tion, repor#j favorably thereon with amendments, and recommend 
that the bilfas amended do pass. 

The amendments are as follows: 

Page 1, strike lines 3 to 10, inclusive, and insert in lieu thereof the 
following: 


That it shall be the duty of the clerk of the United States District Court for the 
District of Columbia, before issuing any license to solemnize a marriage, to require, 
with respect to each party desiring to marry, a certificate from a physician licensed 
to practice medicine or osteopathy in the District of Columbia or in any State 
or Territory of the United States, or in the case of any member of the Armed 
Forces of the United States, from a commissioned medical officer of the United 
States Army, Navy, Air Force, or Public Health Service: Provided, That each 
such certificate shall first be approved by the Director of Public Health of the 
District of Columbia or by his agent designated by him in writing. Such certifi- 
cate shall state (1) that such party has submitted. 


Page 2, line 2, strike the words ‘‘and gonorrhea’’. 

Page 2, line 6, strike the words ‘‘or gonorrhea”’ 

Page 2, lines 8 and 9, strike the sentence beginning in line 8 and 
insert in lieu thereof the following: 
Such certificate shall be signed in the presence of the physician by the person 
examined, 

Page 3, lines 9 and 10, strike ‘‘or gonorrhea’’. 

Page 3, line 12, after the word ‘officer’ add the following new 
sentence: 
Any laboratory operated by any State or Territory of the United States, or by 
the United States Army, Navy, Air Force, or Public Health Service, shall be 
deemed to be an approved laboratory for the purposes of this Act.’’ 





2 PREMARITAL EXAMINATION IN THE DISTRICT OF COLUMBIA 


The purpose of the bill is to require the clerk of the United States 
District Court for the District of Columbia, before issuing any mar- 
riage license, to require from each party a certificate from a licensed 
physician, stating that he or she has submitted to a test for the dis- 
covery of syphillis, and that he or she either is not infected with 
syphilis, or is not in a stage thereof which may become communicable 
to the marital partner. Provision is made for two forms: a physician’s 
certificate to be filed with the clerk of the court, and a premarital 
laboratory report to be made available to the physician, but not to 
be made a part of the physician’s certificate, which states the result 
of the tests. The laboratory report is to be held in confidence by 
the physician and by the Health Department. 

The bill requires that the test must be made within 30 days prior 
to the issuance of any marriage license; the license is valid for 30 days 
after the date of its issuance. In case of an emergency, a judge of the 
district court may make an order dispensing with the filing of such a 
certificate, or extending the 30-day period following the examination 
to a maximum period of 90 days after the examination, within which 
the marriage license remains valid. The order must be accompanied 
by a memorandum in writing from the judge, reciting his reasons for 
granting the order. 

The penalty for misrepresentation by any physician, laboratory 
representative, or any other person, is $500 fine, or imprisonment for 
not more than 6 months, or both. 

There are 39 States that have premarital examination laws as 
follows: ; 

Alabama Louisiana Oklahoma 
California Maine Oregon 
Colorado Massachusetts Pennsylvania 
Connecticut Michigan Rhode Island 
Delaware Missouri South Dakota 
Florida Montana Tennessee 
Georgia Nebraska Texas 

Idaho New Hampshire Utah 

Illinois New Jersey Vermont 
Indiana New York Virginia 

lowa North Carolina West Virginia 
Kansas North Dakota Wisconsin 
Kentucky Ohio Wyoming 


It is estimated that the additional cost for laboratory examinations 
by the District of Columbia Health Department will be approximately 
$12,700. 

The bill was reported favorably by the full committee. 


O 
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ESTABLISHING A DEPARTMENT OF FOOD SERVICES IN 
THE PUBLIC SCHOOLS OF THE DISTRICT OF COLUM- 
BIA 


JuNE 18 (legislative day, May 17), 1951.—Ordered to be printed 


Pastore, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany 8. 1249] 


The Committee on the District of Columbia, to which was referred 
the bill (S. 1849) to establish a Department of Food Services in the 
public schools of the District of Columbia, and for other purposes, 
after full consideration, reports favorably thereon with amendments 
and recommends that the bill as amended do pass. 

The amendments are as follows: 


Page 2, line 22, insert the following before the semicolon: 


: Provided, That the salaries of persons employed to manage cafeterias, lunchrooms 
and related services shall be paid in installments and computed in accordance with 
the provisions of the fourth and fifth paragraphs under the sub-heading ‘‘ For 
Allowance to Principals’? under the caption ‘‘PUBLIC SCHOOLS” contained in 
the Act of Congress entitled ‘‘An Act making appropriations to provide for the 
expenses of the government of the District of Columbia for the fiscal year ending 
June thirtieth, nineteen hundred and nine, and for other purposes’, approved 
May 26, 1908 (35 Stat. 290, 291), as amended (sec. 31-609, D. C. Code, 1940 
ed.): And provided further, That such persons shall not be entitled to leave with 
pay of any kind except that which is allowed teachers under the District of 
Columbia Teachers’ Leave Act of 1949. 


Page 4, line 9, renumber sections 3, 4, 5, 6, 7, 8, and 9 as sections 
4, 5, 6, 7, 8,9, and 10, respectively, and add the following new section 3: 


Sec. 3. Service rendered by any person for salary or wages as an employee of 
any cafeteria or lunchroom operated in the public school buildings of the District 
during any period prior to the date when such cafeteria or lunchroom is placed 
under the office of central management shall, if and when such person becomes 
an employee of the department of food services, be deemed to be service rendered 
for the government of the District of Columbia for purposes of the Civil Service 
Retirement Act, approved May 29, 1930, as amended, to be computed in accord- 
ance with section 5 of such Act: Provided, That such person shall make deposits 
covering such service as provided in section 9 of such Act: And provided further, 
That any such person may elect to make such deposits in installments in accord- 
ance with the provisions of section 9 of such Act. 
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The purpose of this bill is to centralize the handling of cafeterias 
and school-lunch problems in the District of Columbia. The present 
school cafeterias in Washington are operated by the principals of 
each school as a private nonprofit enterprise. The bill would estab- 
lish a central office for food services, with power to engage in wholesale 
purchasing, to establish uniform dietary and other standards, and to 
administer school-lunch and surplus-food-disposal programs in coop- 
eration with officials of the Federal Government. The bill authorizes 
the establishment of a revolving fund of $25,000. It is contemplated 
that the program will continue to be non-profit-making and self- 
sustaining. 

The bill has the approval of the Board of Commissioners and the 
Board of Education of the District of Columbia. 

The bill was reported favorably by the full committee. 


O 
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AIR FORCE ORGANIZATION ACT OF 1951 
JUNE 18 (legislative day, May 17), 1951.—Ordered to be printed 


> SALTONSTALL, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany H. R. 1726) 


= 
The Committee on Armed Services, to whom was referred the bill 
(H. R. 1726) ‘to provide for the organization of the Air Force and the 

artment of the Air Force, and for other purposes, having considered 
the same, report favorably thereon with amendments and recommend 
tit the bill as amended do pass. 
oe ‘ 

AMENDMENTS TO THE BILL 


\99 


On page 4 line 7; after the word ‘‘charged’’, insert “(1)’ 

On page 4, line 11, strike out the period at the end thereof and insert 
a comma and the following, “and (2) with supervision of all activities 
of the reserve components of the Air Force.”’ 

On page 6, line 15, strike out the period at the end thereof and 

insert a colon and the following: 
Provided, That there shall be in the Air Staff a general officer who shall assist and 
advise the Secretary of the Air Force and the Chief cf Staff on all matters relating 
to the reserve components of the Air Force and who shall perform such other 
duties in connection therewith as may be assigned by the Secretary or the Chief 
of Staff. 

On page 8, lines 20 and 21, delete the words “The Chief of Staff 
shall have supervision of’’ and substitute in lieu thereof the following 
words, “‘Under the direction of the Secretary of the Air Force the 
Chief of Staff shall exercise command over’’. 

On page 13, strike out all of the proviso beginning on line 17. 

Beginning on page 17, strike out all of section 308 and renumber the 
subsequent sections accordingly. 

On page 20, strike out all of lines 22 through 25, inclusive, and 
reletter subsequent subsection accordingly. 

On page 21, strike out all of section 402 and renumber the subsequent 
sections accordingly. 


S. Rept. 426, 82-1——-1 
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On page 22, lines 18 and 19, strike out the words “Except as pro- 
vided in section 403 of this Act nothing”, and substitute in lieu thereof 
the word “Nothing”’. 


Purpose OF THE BILy 


The purpose of this bill is to provide a statutory basis for the 
internal organization of the Air Force and the Department of the 
Air Force. 


DiscussioN OF THE BILL 


The present organization of the Air Force is based upon the National 
Security Act of 1947,as amended. This act established a Department 
of the Air Force and a United States Air Force and granted broad 
authority in general terms to the Secretary of the Air Force. . This 
bill provides a more detailed organizational structure for the Air Force 
Establishment than is prescribed i in the National Security Act, and at 
the same time permits the affairs of the establishment to be conducted 
by the Secretary with appropriate administrative flexibility. This 
bill reaffirms the authority of the Secretary of the Air Force to admin- 
ister the Department and the Air Force, subject to the National 
Security Act, as amended, and the constitu ional powers of the Presi- 
dent. The principle of civilian control is firmly maintained. 

The bill contains a definition section and four titles. For the 
purpose of clarification the meaning of the terms ‘“‘United States Air 
Force,’ ‘Air Force,’ ‘“‘“members of the Air Force,”’ ‘airmen,’ “Air 
Force Establishment,” and “Department of the Air Force’’ is set 
forth in the definition section. 


TITLE I 


Title I pertains to the Secretary of the Air Force and his principal 
civilian assistants: The Under Secretary and the two Assistant Sec- 
retaries. It makes the Secretary responsible for all the affairs of the 
Air Force Establishment and such other activities as the President or 
Secretary of Defense may prescribe in accordance with law. It gives 
the Secretary authority commensurate with that responsibility; au- 
thorizes the delegation of functions, powers, and duties to his prin- 
cipal civilian assistants, and provides for the necessary continuity in 
the performance of the duties of the Secretary by other officials in the 
event of death, resignation, removal, absence, or disability. The 
committee amended this title to provide that the Secretary shall 
designate the Under Secretary, or an Assistant Secretary to be 
charge d with supervision of all activities of the reserve components 
of the Air Force, in addition to such other duties as he may be 
assigned. 

TITLE II 


Title II pertains to the Chief of Staff and the Air Staff. It pro- 
vides for a Chief of Staff to. be appointed by the President by and 
with the advice and consent of the Senate, for a term of not to exceed 
4 years. The Chief of Staff shall preside over the Air Staff. While 
the bill, as passed by the House of Representatives, granted the 
Chief of Staff supervision over all members and organizations of the 
Air Force, the committee amended the bill to provide that the Chief 
of Staff, under the direction of the Secretary of the Air Force, shall 
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exercise command over all members and organizations of the Air 
Force. This language is consistent with section 208 (b) of the 
National Security Act of 1947, as amended, which conferred com- 
mand authori on the Chief of Staff but preserved the principle of 
civilian control by making the exercise thereof subject to the Sec- 
retary’s direction. The use of the word “command” clearly ex- 
presses the relationship between the uniformed head of the Air 
Force and the members thereof. This authority is necessary in 
order to provide that degree of control which the Chief of Staff must 
exercise over the military operation of the Air Force under the direc- 
tion of the Secretary, in order to assure the effective performance of 
the world-wide missions of the Air Force. 

The Chief of Staff is required to perform the duties prescribed by 
the National Security Act of 1947, as amended, and by other laws. 
In addition, he shall perform such other military duties not otherwise 
assigned by law as the President may assign to him. Further, the 
Chief of Staff is made directly responsible to the Secretary of the 
Air Force for the efficiency of the Air Force, its state of preparedness 
for military operations, and plans therefor. 

This title also provides for the positions of Vice Chief of Staff and 
not to exceed five Deputy Chiefs of Staff who shall be general officers 
of the Air Force detailed to these positions. There are presently 
five Deputy Chiefs of Staff Serving in these positions. 

Provision is made for an Air Staff. Its composition, duties and 
responsibilities to the Secretary of the Air Force, his principal civilian 
assistants, and the Chief of Staff are prescribed. The manner of its 
organization, the performance of duties by members thereof, and the 
title of members of the Air Staff are left to the administrative deter- 
mination of the Secretary of the Air Force. The committee amended 
the title to provide for the designation of a general officer to advise 
and assist the Secretary and the Chief of Staff with respect to the 
activities of the Reserve components of the Air Force. 

Title IL further provides that, except in time of war or national 
emergency hereafter declared by the Congress, not more than 2,800 
officers of the Air Force may be detailed or assigned to permanent 
duty in the Department of the the Air Force, although the numerical 
count may be raised by the President. While the adoption of the 
limitations contained in the proposed bill will not reduce the number 
of officers now so assigned, nevertheless, such limitations should have 
the salutary effect of keeping the number of officers assigned to duty 
in the Department from becoming excessive, thus preventing too 
large a concentration of officers in Washington. 

Title IL further provides that officers assigned to duty in the 
Department of the Air Force shall be limited to a tour of duty not to 
exceed 4 years, and that they may not again be assigned to duty in the 
Department of the Air Force for a period of 2 years. If the Secretary 
of the Air Force makes a special finding that it is necessary in the 
public interest, he may except individual officers from these require- 
ments. The limitation on tours of duty in the Department is not 
applicable in time of war or national emergency, hereafter declared 
by Congress. 

TITLE 11 


Title III pertains to the composition and organization of the United 
States Air Force. It sets forth and designates those components or 
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elements which constitute the Air Force—namely, the Regular Air 
Force, the Air Force Reserve, the Air National Guard of the United 
States, and the Air National Guard while in the service of the United 
States—and specifies the persons and units which shall be included 
within such components. The title provides adequate statutory 
recognition without affecting existing law for those reserve components 
of the Air Force which are referred to in the Army and Air Force 
Authorization Act of 1949; namely, the Air Force Reserve and the 
Air National Guard of the United States. 

Authority is given to the Secretary to designate qualified members 
to perform specified functions requiring specialized training and ex- 
perience. The Secretary is further empowered to prescribe the 
qualifications for such designations in conformity with the qualifica- 
tions specified in existing provision of law enumerated in this title. 
Also, original appointment made with a view to designation for the 
performance of duties in accordance with the foregoing authority is 
required to be in the grade prescribed in existing statutes enumerated 
in this title. Benefits of existing laws are specifically preserved for 
members of the Air Force designated to perform specialized duties. 
Discretionary authority is granted to the Secretary to establish 
separate promotion lists for each category of specialized duties to 
which members of the Air Force are to be designated. When such 
lists are established, seniority and numbers in the several grades must 
be prescribed by the Secretary in accordance with the provisions of 
the Officer Personnel Act of 1947. 

While the bill as passed by the House of Representatives created 
three major commands within the Air Force, the committee has 
deleted these provisions on the grounds that it would establish a 
rigid organization pattern and unduly restrict the administrative 
flexibility which is necessary to meet rapidly changing conditions. 

Title III also provides for a Judge Advocate General in the Air 
Force, the method of appointment, and term of office. The Judge 
Advocate General shall hold a permanent appointment in the Regular 
Air Force in the grade of major general. 

The Secretary of the Air Force, the Judge Advocate General, and 
officers heretofore or hereafter designated as judge advocates are 
vested with and are authorized to exercise the same powers and duties 
with respect to the administration of military justice within the Air 
Force as are vested in the Secretary, Judge Advocate General, and 
judge advocates of the Army, respectively. Since provisions of exist- 
ing law in this regard are repealed intitle IV, it is necessary to restate 
in this bill this authorization. The Judge Advocate General may 
perform other legal duties at the direction of the Secretary of the 
Air Force. 

During the hearings on this bill witnesses appeared urging that 
appropriate provisions be included in the bill for the establishment 
of a separate Judge Advocate General’s Corps within the Air Force, 
similar to that now provided in the Army. While the committee has 
not amended the bill to include such provisions, it has stricken from 
the bill provisions which would have precluded the establishment of 
such a separate corps. No conclusive evidence has been submitted 
to the committee which clearly resolves this issue. In view of this 
fact the committee feels that it will be preferable to defer any decision 
in this matter until such time as the members of the Court of Military 


Se 
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Appeals and the Judge Advocates General of the Armed Forces have 
had an opportunity to observe the working of the courts-martial pro- 
cedures within the services and to include in their annual report 
recommendations in this matter which they deem pertinent. 


TITLE IV 


Title IV contains repeals, amendments, and savings provisions. 
It repeals many laws specifically saved by section 401 of the Army 
Organization Act. The proviso in section 401 of the Army Organiza- 
tion Act was designed to prevent any possible interruption in the 
administration of the affairs of the Air Force Establishment. Prior 
to the enactment of the National Security Act of 1947, the predecessor 
of the Air Force was a part of the Army, and all statutes applying 
generally to the Army applied to the Army Air Forces and its mem- 
bers. With the enactment of the National Security Act of 1947 many 
of these statutes became applicable to the Department of the Air 
Force and the Air Force, by virtue of sections 207 and 208 of that act. 

Title IV also repeals all other laws and parts of laws to the extent 
that they are inconsistent with the provisions of this act. 

Another provision of title IV states that all laws and parts of laws 
not inconsistent with the provisions of this act applicable to the 
Department of the Air Force, or its organizations, components, or 
personnel thereof, shall continue in effect and shall be construed to 
apply to the Department of the Air Force and to the corresponding 
successive organizations, components, and personnel as set forth in 
this act. Another provision specifies that. nothing in this act shall 
require the reappointment or redesignation of any member of the 
Air Force occupying a position or performing a a duty as now pre- 
scribed by law. 

Title IV also provides that except as otherwise expressly provided 
in this act, every power vested in and every duty imposed upon any 
office or officer, civilian or military, of the Department of the Air 
Force by any law, regulation, or order in force immediately prior to 
the effective date of this act, shall continue to be applicable until 
the Secretarv of the Air Force shall otherwise direct in accordance 
with the authority conferred upon him by this act. 

Title IV specifically provides that nothing contained in this act 
shall be construed to amend or repeal the provisions of law pertaining 
to the National Guard, the Air National Guard, or the Chief of the 
National Guard Bureau. 

Title IV also provides that nothing in the proposed bill shall be 
construed as amending, repealing, modifying, limiting, or enlarging 
the National Security Act of 1947, as amended. 


SECTION-BY-SECTION ANALYSIS 
SECTION 1—SHORT TITLE 
This section contains the short title. 
SECTION 2—DEFINITIONS 


Section 2 defines certaih basic terms used in the proposed act. 
Section 2 (a) says that “United States Air Force’ and “Air Force”’ 
are synonymous and mean the United States Air Force that was 
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established by the National Security Act of 1947. Section 2 (a) also 
says that the foregoing terms include the components and persons 
prescribed in section 301 of the proposed act. Section 2 (b) defines 
members of the Air Force and officers of the Air Force and says 
“airmen” is synonymous with “enlisted members’? and means all 
members of the Air Force in any enlisted grade. Section 2 (c) de- 
fines “Air Foree Establishment” which is the broad all-inclusive term 
used in the proposed act. Section 2 (d) defines the term ‘“Depart- 
ment of the Air Force’’ to be the executive part of the Air Force 
Establishment at the seat of government. This subsection merely 
repeats the traditional definition of a department as contrasted with 
the over-all establishment. 


SECTION 101—DUTIES AND POWERS OF THE SECRETARY 


This section makes the Secretary of the Air Force responsible for 
all of the affairs of the Air Force Establishment and gives him authority 
commensurate with that responsibility. It supplements the provi- 
sions of the National Security Act of 1947, as amended, but does 
not repeal or replace them. Section 207 (2) of the National Security 
Act of 1947 established the Department of the Air Force and prov ided 
that the Secretary of the Air Force shall be the head thereof. Section 
201 (b) of the National Security Act, as inserted by the amendments 
of 1949, changed the status of the Department of the Air Force from 
an executive department to a military department, within the De- 
partment of Defense. 

Section 202 (c) (4) of the National Security Act, enacted by the 
amendments of 1949, reads as follows: 

The Departments of the Army, Navy, and Air Force shall be separately ad- 
ministered by their respective Secretaries under the direction, authority, and 
control of the Secretary of Defense. 

It is believed that the Secretary of the Air Force now has, under 
the statutory provision just quoted, which is not repealed or changed 
by this proposed act, the same authority as stated in section 101 (a) 
and (d) of the proposed act, which, in any case, must rest in large 
measure on the powers which are delegated by the President, who 
is Commander in Chief of the Army, the Navy, and the Air Force of 
the United States under the provisions of the Constitution. How- 
ever, it is desirable, in the interest of clarity, to include in the bill a 
statement of the authority which the Secretary of the Air Force 
needs to direct and control the Department of the Air Force and the 
Air Force. 

The last sentence of subsection 101 (a) of the bill authorizes appro- 
priations necessary to conduct the affairs of the Air Force Estab- 
lishment. 

Section 101 (b) which authorizes the Secrefary of the Air Force to 


assign such of his functions, powers, and duties as he considers proper 


to the Under Secretary and Assistant Secretaries is in substance a 
restatement of section 207 (e) of the National Security Act of 1947. 
This subsection also provides that officers of the Air Force shall report 


regarding any matters to the Secretary, Under Secretary, and either 


Assistant Secretary of the Air Force, as the Secretary may prescribe. 
Subsection 101 (c), charging the Secretary, or as he may prescribe the 
Assistant or Under Secretaries, with supervision of procurement 
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activities and for plans for mobilization of materials is, in substance, 
a restatement of provisions of existing law. As amended, the Under 
Secretary or an Assistant Secretary will be charged with the super- 
vision of all activities of the Reserve components of the Air Force. 

Subsection 101 (d) says that the Secretary of the Air Force may 
make such assignments and details of members of the Air Force and 
civilian personnel as he thinks proper. 

Subsection 101 (e) is in general a limited restatement of provisions 
of existing law which will be repealed by this bill. The principal 
change is that whereas prior law made it mandatory upon the Secre- 
tary to utilize Government-owned factories or arsenals, wherever 
economical, this bill makes it permissive. 

However, subsections 101 (b), (c) and (e) do not replace or modify 
the provisions of the Armed Forces Procurement Act of 1947 (62 Stat. 
21), which act applies uniformly to all of the Armed Forces; vests 
authority in matters pertaining to contracts for procurement of 
materials and services in the heads of the three military departments 
and their respective Under and Assistant Secretaries; and authorizes 
them, with certain exceptions, to make delegations of that authority 
to officers of their respective services. 


SECTION 102—-UNDER SECRETARY AND ASSISTANT SECRETARIES 


This section provides for the offices of Under Secretary and two 
Assistant Secretaries of the Air Force and provides for the performance 
of the duties of the Secretary when that officer is absent, or disabled, 
or there is a vacancy. 

Subsection 102 (a) of the bill provides for the offices of the Under 
Secretary and two Assistant Secretaries of the Air Force. This 
section is a restatement of section 207 (d) of the National Security 
Act of 1947. 

Subsection 102 (b) of the bill provides for the succession to the 
duties of the Secretary when that officer is absent or there is a vacancy, 
until the President directs some other person to perform such duties in 
accordance with section 179 of the Revised Statutes. Sections 177 and 
179 of the Revised Statutes (5 U. S. C. 4, 6), now in force and not 
repealed by this bill, read thus: 

Sec. 177. In case of the death, resignation, absence, or sickness of the head of 
any department, thé first or sole assistant thereof shall, unless otherwise directed 
by the President, as provided by section one hundred and seventy-nine, perform 
the duties of such head until a successor is appointed, or such absence or sickness 
shall cease. 

Sec. 179. In anv of the cases mentioned in the two preceding sections except 
the death, resignation, absence, or sickness of the Attorney General, the President 
may, in his discretion, authorize and direct the head of any other department or 
any other officer in either department, whose appointment is vested in the Presi- 
dent, by and with the advice and consent of the Senate, to perform the duties of 
the vacant office until a successor is appointed, or the sickness or absence of the 
incumbent shall cease. 

The order of succession established by this subsection is as follows: 

(1) The Under Secretary of the Air Force; 

(2) The Assistant Secretaries of the Air Force in the order fixed 
by their length of service as such; 


(3) The Chief of Staff. 
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Section 1222 of the Revised Statutes (10 U. S. C. 576), referred to in 
subsection 102 (c) of the bill, provides as follows: 

No officer of the Army on the active list shall hold any civil office, whether by 
election or appointment, and every such officer who accepts or exercises the 
functions of a civil office shall thereby cease to be an officer of the Army, and his 
commission shall be thereby vacated. 

Thus the subsection would protect the Chief of Staff or any other 
officer of the Air Force from forfeiture of his commission in the Air 
Force by reason of his temporarily performing the duties of the 
Secretary of the Air Force. 


SECTION 201—CHIEF OF STAFF AND THE AIR STAFF 


Section 201 establishes the Air Staff, provides for the Chief of Staff 
and establishes the positions of the Vice Chief of Staff, and the Deputy 
Chiefs of Staff. This section states the composition of the Air Staff 
and authorizes the Secretary of the Air Force to prescribe its internal 
organization. The phrase ‘‘Air Staff’? has not been used in previous 
legislation. Under section 201 (a), the Air Staff shall consist of the 
Chief of Staff, a Vice Chief of Staff, not to exceed five Deputy Chiefs 
of Staff, and such other members of the Air Force and such civilian 
officers and employees as may be assigned or detailed by the Secretary 
of the Air Force. 

Subsection 201 (b) authorizes the Secretary of the Air Force to 
prescribe the internal organization of the Air Staff. It is provided that 
there shall be in the Air Staff a general officer to assist and advise the 
Secretary and the Chief of Staff on all matters relating to the Reserve 
components of the Air Force. 

Subsection 201 (c) limits the number of officers who may be assigned 
or detailed to permanent duty in the Department of the Air Force to 
2,800, except upon a special finding by the President. This limitation 
is inapplicable in time of war or national emergency hereafter declared 
by the Congress. 

Subsection 201 (d) limits the tour of duty that an officer may serve 
in the Department of the Air Force to 4 years except upon a special 
finding by the Secretary; and prohibits an officer from again being 
assigned to duty in the Department of the Air Force within 2 years 
thereafter, except upon a like finding. This subsection shall not 
take effect until 1 year after the enactment of the proposed act and 
shall be inapplicable in time of war or national emergency hereafter 
declared by the Congress. 


SECTION 202——-CHIEF OF STAFF 


This section provides for the appointment of the Chief of Staff by 
the President, by and with the advice and consent of the Senate, and 
fixes the tenure and rank. The provision for the appointment of the 
Chief of Staff under this section is the same as that found in section 
208 (b) of the National Security Act of 1947, except for the addition 
of the phrase that he be appointed— 
to serve during the pleasure of the President, but no person shall serve as Chief of 


Staff for a term of more than 4 years unless reappointed by the President, by and 
with the advice and consent of the Senate. 
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The provisions of section 202 of the bill as to the grade, rank, and 
compensation of the Chief of Staff will make no change in the law 
now in foree. The rank of the Chief of Staff is now prescribed by 
section 208 (b) of the National Security Act of 1947 (61 Stat. 503), 
which is not repealed or changed. The compensation of the Chief of 
Staff is now prescribed by sections 201 (a) and (b) of the Career 
Compensation Act of 1949 (Public Law 351, 81st Cong.) which fixed 
the pay of a general, and by section 304 (c) of that act, which author- 
‘izes a personal money allowance for officers while serving as the Chief 
of Staff of the Army, Chief of Naval Operations, Chief of Staff of 
the Air Force, Commandant of the Marine Corps, or Commandant 
of the Coast Guard. Those provisions are not repealed or changed. 


SECTION 203——-VICE AND DEPUTY CHIEFS OF STAFF 


This section provides for the detail of general officers of the Air 
Force as Vice Chief of Staff and as Deputy Chiefs of Staff and for 
the succession to the duties of the Chief of Staff. 

The positions of the Vice Chief of Staff, and the Deputy Chiefs of 
Staff, established by this section, are the same as those titles that 
are now prescribed by administrative regulation for the Air Force 
and correspond in general with the Army titles. 

Subsection 203 (a) of the bill prescribes that the Vice Chief of Staff 
and the Deputy Chiefs of Staff shall be general officers detailed to 
those positions. This is in substance a restatement of what is presently 
in effect by administrative regulation and does not of itself give to 
these officers any added rank, and does not require that they be con- 
firmed by the Senate. However, section 504 of the Officer Personnel 
Act of 1947 (61 Stat. 887), which will not be repealed or changed by 
this bill, permits the President to designate these positions as ones of 
importance and responsibility, and authorizes him to appoint, by and 
with the advice and consent of the Senate, general officers to the grade 
of general or lieutenant general as may be designated by him for the 
position concerned while serving in such position. The second sentence 
of subsection 203 (a) of the bill provides for the succession to the 
duties of the Chief of Staff in the case of a vacancy in the office, or 
the disability or absence of the Chief of Staff. 

Subsection 203 (b) provides for the succession to the duties of the 
Vice Chief of Staff in the case of a vacancy in the office, or the dis- 
ability or of the absence of the Vice Chief of Staff. 


SECTION 204—DUTIES OF THE CHIEF OF STAFF 


This section prescribes the duties of the Chief of Staff and provides 
that he shall under the direction of the Secretary of the Air Force 
exercise command over all members and organizations of the Air 
Force, shall perform the duties prescribed for him by the National 
Security Act of 1947, as amended, and shall perform such other 
military duties not otherwise assigned by law as may be assigned to 
him by the President. Section 208 (b) of the National Security Act 
of 1947 provided that— 

Under the direction of the Secretary of the Air Force the Chief of Staff, United 
States Air Force, shall exercise command over the United States Air Force and 


shall be charged with the duty of. carrying into execution all lawful orders and 
directions which may be transmitted to him. 


8. Rept. 426, 82-1 
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The language of section 204 provides for the Chief of Staff of the 
Air Force the identical authority and relationship with the Air Staff 
that the Chief of Staff of the Army has with the Army Staff, under 
the provisions of the Army Organization Act of 1950. 

Subsection 202 (b) provides that the Chief of Staff shall preside 
over the Air Staff and, subject to the provisions of section 101 of 
the bill and subsection (c) of this section, that he shall be directly 
responsible to the Secretary of the Air Force for the efficiency of the 
Air Force, its state of preparation for military operations, and plans 
therefor. This section charges the Chief of Staff with the duty of 
transmitting to the Secretary of the Air Foree the plans and recom- 
mendations of the Air Staff, of advising him in regard thereto, and 
upon approval of the plans and recommendations, of acting as the 
agent of the Secretary in carrying them into effect. 

Subsection 204 (c) emphasizes the civilian control of the Air Force 
by expressly stating that the Chief of Staff shall perform his duties 
under the direction of the Secretary of the Air Force. 


SECTION 205—-DUTIES OF THE AIR STAFF 


Section 205 (a) prescribes the duties of the Air Staff and the language 
of the section is identical to section 205 (a) of the Army Organization 
Act of 1950. 

This section makes it clear that the powers therein conferred upon 
the members of the Air Staff are to be exercised by them as the agents 
and assistants of the Secretary of the Air Force, and under his direction 
and control. 

Subsection 205 (b) provides that it shall be the duty of the Air 
Staff: 

(1) To prepare plans for the national security and the use of the 
Air Force for that purpose; 

(2) To investigate and report upon all questions affecting the 
efficiency of the Air Force and its state of preparation for aan 
operation ; 

(3) To prepare instructions for the execution of approved plans and 
to supervise their execution; 

(4) To act as the agents of the Secretary of the Air Force and the 
Chief of Staff in coordinating the action of all organizations of the 
Air Force Establishment ; and 

(5) To perform such other duties not otherwise assigned by law as 
may be prescribed by the Secretary of the Air Force. 


SECTION 301—-COMPOSITION AND ORGANIZATION OF THE AIR FORCE 


Section 301 provides that the United States Air Force shall consist 
of the Regular Air Force, the Air Force Reserve, the Air National 
Guard of the United States and the Air National Guard while in the 
rervice of the United States; and includes persons inducted, enlisted, 
or appointed without specification of component in the Air Force; and 
all persons serving in the Air Force under call or conscription under 
any provision of law, including members of the Air National Guard 
of the several States, Territories, and the District of Columbia when 
in tlie service of the United States pursuant to call as provided by law. 

This section makes no change in the law now applicable to the 
Reserve components of the Air Force or the Air National Guard. 
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Section 302 defines the Regular component of the Air Force. No 
definition thereof exists at this time. This section will fill that need 
and will be a counterpart of section 302 of the Army Organization Act 
of 1950 which defines the Regular Army. 

Section 302 of the bill will provide the necessary distinction between 
the persons who will remain on active duty permanently (career or 
Regular personnel) and those who, except for brief periods of training, 
will be required to serve on active duty only during war or emergency 
(Air Force Reserve, Air National Guard of the United States, and other 
non-Regular personnel). The last sentence of section 302 (b) of the 
bill is a saving provision designed to prevent the unintended depriva- 
tion by this bill of any person of his present membership in the Regular 
Air Force. 

Section 303. This section defines the Air Force Reserve referred to 
in the Army and Air Force Authorization Act of 1949 as a Reserve 
component of the Air Force, and merely clarifies the status and com- 
position of this Reserve component. 

Section 304. This section defines the Air Natéonal Guard of the 
United States referred to in the Army and Air Force Authorization 
Act of 1949, as a Reserve component of the Air Force to provide a 
reserve for military service and provides that it shall consist of all 
federally recognized units and organizations of the Air National Guard 
of the several States, Territories, and the District of Columbia, and of 
all personnel of the Air National Guard of the several States, Terri- 
tories, and the District of Columbia, who shall have been appointed or 
enlisted in the Air National Guard of the United States, or who shall 
have been temporarily extended Federal recognition by the Secretary 
of the Air Force pursuant to section 530 of the Career Compensation 
Act of 1949. This section merely clarifies the status and composition 
of this Reserve component. ‘The definition is drawn from the section 
of the National Defense Act which establishes and describes the Na- 
tional Guard of the United States and is in accordance with the concept 
of the National Security Act of 1947, as amended. 

Section 305 provides that the Air National Guard, which consists 
of those units, organizations, and personnel of the National Guard (as 
defined in sec. 71 of the National Defense Act of 1916, as amended) 
for which Federal responsibility has been vested in the Air Force 
pursuant to law, shall be, while in the service of the United States, a 
component of the Air Force. 


SECTION 306—TRANSFER OF APPOINTMENTS AND ENLISTMENTS 


This section clarifies the status of military personnel within the Air 
Force elements set out in sections 301 through 305 of the proposed bill. 
It provides, for example, that a person (regardless of specialty) who 
was a member of the Regular component of the Air Force before the 
effective date of this bill shall be without further action a member of 
the Regular Air Force. 


SECTION 307—-DESIGNATION OF PERSONNEL TO PERFORM DUTIES 
REQUIRING SPECIAL TRAINING OR EXPERIENCE 


With the transfer from the Army to the Air Force under section 
208 (e) of the National Security Act of 1947 of the functions and 
personnel covered by this section, applicable substantive laws relating 
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to those functions and that personnel continued to apply under section 
305 (a) of the National Security Act of 1947, as if the transfer had not 
been made. However, since appointments in the Air Force are made 
in basic Air Force components and not in particular corps or subordi- 
nate organizations, it is necessary to specify formally the persons who 
are performing functions corresponding to those performed by their 
Army counterparts. The sections of law referred to in the lists under 
section 307 of the bill also preserve the personal benefits now accorded 
to those performing those special functions. The Secretary of the 
Air Force at his discretion is authorized to establish a promotion list 
for each of any of the special categories of duties to which personnel 
shall be designated under this section. The mechanics of any promo- 
tion list so established would be prescribed in accordance with the 
provisions of sections 505 (b) and 505 (d) of the Officer Personnel Act 
of 1947. 

Subsection 307 (a) provides that qualified members of the Air Force 
shall be designated under regulations prescribed by the Secretary of 
the Air Force to perform medical, dental, medical service, veterinary, 
nursing, women’s medical specialists, judge advocate, chaplain or 
other duties requiring special training or experience. Subsection 
307 (b) provides that original appointments made with a view to 
designation for the performance of duties under subsection 307 (a) 
shall be in the grades prescribed under statutory provisions that are 
set forth in this subsection of the bill. Subsection 307 (c) provides 
that members of the Air Force designated to perform special duties 
under subsection 307 (a) shall, while performing such duties, have 
the benefits and be subject to the conditions provided in the statutory 
provisions that are listed in this subsection of the bill insofar as the 
same are presently in effect, relating to their respective types of duties 
or components. Subsection 307 (d) authorizes separate promotion 
lists in the discretion of the Secretary of the Air Force for the cate- 
gories of duties to which persons shall be designated under subsection 
307 (a). 

SECTION 308—AIR FORCE AREAS 


This section provides that for Air Force purposes the United States, 
or other territory in which elements of the Air Force may be stationed 
or operated, may be divided into such areas as the Secretary of the 
Air Force may direct. 


SECTION 309—-JUDGE ADVOCATE GENERAL OF THE AIR FORCE 


This section provides that there shall be in the Air Force a Judge 
Advocate General who shall be appointed by the President by and 
with the advice and consent of the Senate for a term of 4 years, which 
term may be extended or terminated by the President at his discretion. 
The Judge Advocate General shall not be a chief of a branch, arm or 
service within the meaning of section 513 of the Officer Personnel Act 
of 1947, but he shall hold a permanent appointment in the Regular 
Air Force in the grade of major general. The officer serving as Judge 
Advocate General on the effective date of this act is continued in that 
position without reappointment, but such officer is subject to the 
other provisions of the section, including the requirement of appoint- 
ment to the permanent grade of major general. 
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Subsection 310 (b) provides that the Secretary of the Air Force, 
the Judge Advocate General of the Air Force, and officers designated 
as judge advocates shall be vested with and shall exercise the same 
powers and duties with respect to the administration of military 
justice within the Air Force as are vested in the Secretary of the Army, 
the Judge Advocate General of the Army or the judge advocates 
of the Army, respectively, with respect to the administration of 
military justice within the Army. The Judge Advocate General of 
the Air Force is authorized to perform other legal duties as directed 
by the Secretary of the Air Force. 


SECTION 401—-REPEALS 


This section will repeal the various statutes listed therein. 

Subsection 401 (a) (1) provides that the proviso of section 401 of the 
Army Organization Act of 1950 and all laws and parts of laws set 
forth in said section to the extent applicable to the Air Force and not 
heretofore repealed are repealed. The purpose of the proviso of sec- 
tion 401 was to save the provisions of law repealed by the Army 
Organization Act, insofar as they had any applicability to the Depart- 
ment of the Air Force or any officers or agencies thereof. Of the laws 
listed under section 401 of the Army Organization Act only two are 
applicable to the Air Force. These laws are thus repealed but are 
reenacted in substance in sections 101 (e) and 401, respectively, of the 
bill. These two laws concern that portion of section 5a of the Na- 

*tional Defense Act of ay as amended, covering manufacture at 
Government arsenals (10 U.S. C. 95) and that portion of section 9a of 
the National Defense Act of 1916, as amended, covering agent dis- 
bursing officers (10 U.S. C. 73). 

Subsection 401 (a) (2) repeals sections 1, 2, and 3 of the act of 
June 25, 1948 (62 Stat. 1014; 5 U.S. C. 627), et seq.), with the proviso 
that such repeal shall not affect the existing applicability of the 
Articles of War to the Air Force and actions under such articles shall 
be enforced in the same manner and with the same effect as if the pro- 
posed act had not been passed. 

Section 1 of the act of June 25, 1948, established in the United States 
Air Force the Office of the Judge Advocate General, United States Air 
Force, and provided that the Office of the Judge Advocate General 
should be occupied by an officer with the rank of major general, 
appointed by the President, by and with the advice and consent of the 
Senate, from among the qualified officers of the United States Air 
Force, for a term of 4 years. Section 1 provided further that the 
Judge Advocate General, United States Air Force, would be charged 
with supervising the administration of military justice in the United 
States Air Force and the performance of such other legal duties as may 
be directed by the Chief of Staff, United States Air Force. 

Section 2 of the act of June 25, 1948, provided that the Articles of 
War and all other laws now in effect relating to the Judge Advocate 
General’s Department, the Judge Advocate General of the Army, and 
the administration of military justice within the United States Army 
would be applicable to the Department of the Air Force with respect 
to the personnel thereof, and all references in such laws to the Depart- 
ment of the Army, etc., would be construed for the purposes of that 
act, as referring to, and vesting like authority, duties, functions, and 
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responsibilities in; the Department of the Air Force; the Air Force of 
the United States and its components; the Secretary of the Air Force; 
the Judge Advocate General, United States Air Force; and officers of 
the United States Air Force designated judge advocates, respectively. 

Section 3 of the act of June 25, 1948, provided for the retirement 
benefits of the Judge Advocate General, United States Air Force. 

Section 310 of the bill replaces the foregoing provisions of law that 
are repealed by this section in the bill. 

Subsection 401 (b) provides that all laws and parts of laws to the 
extent that they are inconsistent with the provisions of this act are 
hereby repealed. 

Section 402 provides that laws applicable to the Department of the 
Air Force or persons of organizations under the Department shall 
continue in effect unless inconsistent with the bill, and shall apply to 
the successor organizations, components, and persons named in the 
bill. 

Section 403 (a) resolves any doubt that appointments or designa- 
tions currently effective need not be renewed upon the effective date 
of this bill, and that existing law and regulations shall continue to 
apply until necessary implementing action is taken by the Secretary. 

Subsection 403 (b) will prevent any interruption in the exercise of 
powers or the performance of necessary duties. It provides that, not- 
withstanding anything in the bill, every power vested in and every 
duty imposed upon any office or officer by law, regulation, or order, in 
force immediately prior to the effective date of the bill, shall continue 
to be exercised and performed by the same officer or organization 
until the Secretary of the Air Force shall otherwise direct in accordance 
with the provision of the bill. 

Section 404 says that except as provided in section 305 of the bill, 
nothing contained in this bill shall be construed to amend or repeal 
the provisions of law pertaining to the National Guard, the Air 
National Guard, or the Chief of the National Guard Bureau. 

This section makes it clear that except for the formal statement in 
section 305, nothing in the bill changes the existing situation with 
respect to the National Guard in its various aspects. 


SECTION 406—-ENTRUSTING OF MONEY 


Section 405 will in substance reenact the proviso to section 9 (a) of 
the National Defense Act of 1916, as amended, which is to be repealed, 
insofar as it relates to the Air Force, by section 401 (a) of this bill. 
The authority contained in the proviso in section 9 (a) of the National 
Defense Act is still needed, as it is the authority for the common prac- 
tice by which a finance officer delivers in cash to a squadron com- 
mander the pay for all members of his squadron. A similar repeal 
and reenactment of this section was made in the Army Organization 
Act of 1950. 

The omission from section 406 of this bill of the words “warrant 
officers’”’ which words appeared in the proviso to section 9 (a) of the 
National Defense Act will make no change in the law, since the term 
“officers of the Air Force’’ as used in the bill, includes both com- 
missioned and warrant officers. 

Section 406: This section expressly states that no provision of the 
bill shall be interpreted as amending, repealing, limiting, enlarging or 
modifying the National Security Act of 1947, as amended. 
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PROVISION 


This section is the usual savings provision. 


CHANGES IN Existinec Law 


In compliance with subsection 


3 of rule XXIX of the Standing 


Rules of the Senate there is herewith printed in parallel columns the 
text of the provisions of existing laws which would be repealed or 
amended by the provisions of the bill as-amended by the committee: 


REPEALS 


Existing Law 


PROVISO OF SECTION 401 OF THE 
ORGANIZATION ACT OF 1950 
LAW 581, 81ST CONG., 2D SESS.) 


Provided, That any such laws and 
parts of laws shall remain in effect to 
the extent, but only to the extent, that 
they are applicable to the Department 
of the Air Force, the United States Air 
Force, or any officers or agencies thereof, 
by virtue of the National Security Act 
of 1947 (61 Stat. 495), as amended, or 
action taken under the authority of that 
Act: 

(a) Sections 1, 2, 3, 5a, 5b, 6, 7, 8, 
9, 9a, 10, 12, 12a, 13, 15, 17, 18, 19, 20, 
25, and 30 of the National Defense Act, 
as amended; 

(b) All of section 5 of the National 
Defense Act, as amended, except that 
part which was inserted by section 2 


_ 


ARMY 
(PUBLIC 


of the Act of June 15, 1933 (ch. 87, 
48 Stat. 153; 10 U. S. C. 38); 
(ec) Sections 219, 1104, 1105, 1108, 


1112, 1132, 1157, 1164, 1165, 1166, and 


1167 of the Revised Statutes, as 
amended; 
(d) The Act of March 5, 1890 


(ch. 26, 26 Stat. 17; 5 U. S. C. 182), as 
amended; 

(e) Section 2 of the Act of October 1, 
1890 (ch. 1266, 26 Stat. 653; 10 U.S. C. 
212); 

(f) Section 3 of the Act of April 22, 
1898 (ch. 187, 30 Stat. 361; 10 U.S. C. 
3); 

(g) Section 31 of the Act of February 
2, 1901 (ch. 192, 31 Stat. 756; 10 U.S.C. 
641); 

(h) The Act of February 
(ch. 553, 32 Stat. 830); 

(i) Sections 1, 3, and 4 of the Act of 
January 25, 1907 (ch. 397, 34 Stat. 861); 

(j) Section 108 of title 3 of the United 
States Code (ch. 644, 62 Stat. 672); 

(k) The Act of February 24, 1925 (ch. 
307, 43 Stat. 970); 

(1) The Act of February 23, 1929 (ch. 
298, 45 Stat. 1255; 10 U. S. C. 22a); 


14, 1903 


THE 


Sec. 401 (a). The following laws and 
parts of laws are hereby repealed: 

(1) The proviso of section 401 of the 
Army Organization Act of 1950 and all 
laws and parts of laws set forth in said 
section to the extent applicable to the 
Department of the Air Force or the Air 
Force Establishment and not heretofore 
repealed; 


BILL 








Existinc Law 


(m) Section 4 of the Act of July 31, 
1935 (ch. 422, 49 Stat. 506; 10 U.S. C. 
552b) ; 

(n) The Act of April 13, 1938 (ch. 146, 
52 Stat. 216); 

(o) Section 2 of the Act of August 30, 
1935 (ch. 830, 49 Stat. 1028), as 
amended by section 6 of the Act of 
April 3, 1939 (ch. 35, 53 Stat. 557; 10 
U.S. C. 487a); 

(p) All of section 1 of the Act of Au- 
gust 30, 1935 (ch. 830, 49 Stat. 1028), 
as amended by section 5 of the Act of 
April 3, 1939 (ch. 35, 53 Stat. 557); ex- 
cept the last proviso thereof as amended 
by the Act of July 25, 1939 (ch. 349, 53 
Stat. 1079), the Act of December 10, 
1941 (ch. 562, 55 Stat. 796), and section 
2 of the Act of June 20, 1949 (Public 
Law 108, Eighty-first Congress) ; 

(q) Section | of the Act of December 
16, 1940 (ch. 931, 54 Stat. 1224), as 
amended by the Act of December 15, 
1944 (ch. 591, 58 Stat. 807), and section 
2 of the Act of May 15, 1947 (ch. 60, 
61 Stat. 93; 5 U.S. C. 18a); 

(r) Section 1 of the Act of July 20, 
1942 (ch. 509, 56 Stat. 663; 10 U. 8S. C. 
156) ; 

(s) So much of the Appropriation 
Act of June 20, 1874, as reads: ‘“‘and 
hereafter it shall be unlawful to allow 
or pay to any of the persons designated 
in this Act any additional compensation 
from any source whatever, or to retain, 
detail, or employ in any branch of the 
War Department in the city of Wash- 
ington, any person other than those 
herein authorized, except in the Signal 
Office and the Engineer Corps, and 
except such commissioned officers as 
the Secretary of War may from time to 
time assign to special duties’ (ch. 328, 
18 Stat. 101; 10 U. 8S. C. 642a); 

(t) The proviso only, appearing on 
page 238 of volume 22, chapter 389, 
of the Statutes at Large, being a part of 
the Appropriation Act of August 5 
1882 (5 U.S. C. 183); 

(u) The first two provisos and the 
sentence following the second proviso 
only, appearing on page 109 of volume 
23, chapter 217, of the Statutes at Large, 
being a part of the Army Appropriation 
Act of July 5, 1884 (10 U.S. C. 1200); 

(v) The proviso beginning on page 
110 and ending on page 111 only, of 
volume 23, chapter 217, of the Statutes 
at Large, being a part of the Army 
Appropriation Act of July 5, 1884; 

(w) The second proviso only, appear- 
ing on page 242 of volume 34, chapter 
3078, of the Statutes at Large, being a 
part of the Army Appropriation Act of 
June 12, 1906 (10 U. 8. C. 641); 


’ 
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Existing Law 


(x) The first proviso only, appearing 
on page 250 of volume 34, chapter 3078, 
of the Statutes at Large, being a part of 
the Army Appropriation Act of June 12, 
1906 (10 U. 8. C. 1240); 

(vy) The first complete paragraph 
only, appearing on page 418 of volume 
34, chapter 3514, of the Statutes at 
Large, being a part of the Appropriation 
Act of June 22, 1906 (5 U.S. C. 188); 

(z) The second and third provisos 
only, appearing on page 733 of volume 
35, chapter 252, of the Statutes at 
Large, being a part of the Appropriation 
Act of March 3, 1909 (10 U.S. C. 1174); 

(aa) The fourth proviso only, appear- 
ing on page 254 of volume 36, chapter 
115, of the Statutes at Large, being a 
part of the Army Appropriation Act of 
March 23, 1910 (10 U.S. C. 811 

(bb) The fourth and fifth provisos 
only, appearing on page 1049 of volume 
36, chapter 209, of the Statutes at 
Large, being a part of the Army Appro- 
priation Act of March 3, 1911 (10 
U. 8. C. 642); 

(ce) So much of the Army Appropria- 
tion Act of March 4, 1915, as reads: 
“In addition to detailing for duty at 
said disciplinary barracks such number 
of enlisted men of the Staff Corps and 
departments as he may deem necessary, 
the Secretary of War shall assign a suffi- 
cient number of enlisted men of the line 
of the Army for duty as guards at said 
disciplinary barracks and as noncom- 
missioned officers of the disciplinary 
organizations hereinafter authorized. 
Said guards, and also the enlisted men 
assigned for duty as noncommissioned 
officers of disciplinary organizations, 
shall be detached from the line of the 
Army, or enlisted for the purpose;”’ (ch. 
143, 38 Stat. 1085; 10 U.S. C. 1454); 

(dd) The fifth proviso only, appearing 
on page 1279 of volume 41, chapter 124, 
of the Statutes at Large, being a part of 
the Appropriation Act of March 3, 1921 
(10 U.S. C. 2783). 


SECTION 1 OF THE ACT OF JUNE 25, 1948 
(62 STAT. 1014; 5 U. S. C. 627J) 


There is established in the United 
States Air Force the office of the Judge 
Advocate General, United States Air 
Force. The Office of the Judge Advocate 
General, United States Air Force, shall 
be occupied by the Judge Advocate Gen- 
eral, United States Air Force, with the 
rank of major general, who shall be 
appointed by the President, by and with 
the advice and consent of the Senate, 
from among qualified officers of the 
United States Air Force, for a term of 
four years. The Judge Advocate Gen- 


Tue BIL 


Sec. 401 (a) (2). Sections 1, 2, and 3 
of the Act of June 25, 1948 (62 Stat. 
14: § U. 3. -C. 627} 1). Provided, 
That such repeal shall not affect the 
existing applicability of the Articles of 
War to the Air Force and actions under 
such Articles shall be enforced in the 
same manner and with the same effect 
as if this Act had not been passed. 
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Existing Law 


eral, United States Air Force, shall be 
charged with supervising the adminis- 
tration of military justice in the United 
States Air Force and the performance 
of such other legal duties as may be 
directed by the Chief of Staff, United 
States Air Force. (June 25, 1948, ch. 
648, § 1, 62 Stat. 1014.) 


SECTION 2 OF THE ACT OF JUNE 25, 1948 
(62 STAT. 1014; 5 U. S. C. 627K) 


The Articles of War and all other 
laws now in effect relating to the Judge 
Advocate General’s Department, the 
Judge Advocate General of the Army, 
and the administration of military 
justice within the United States Army 
shall be applicable to the Department of 
the Air Force with respect to the per- 
sonnel thereof, and all references in such 
laws to the Department of the Army 
(War), the Army of the United States 
and its components, the Secretary of the 
Army (War), the Judge Advocate 
General, Assistants Judge Advocate 
General, and officers of or assigned to 
the Judge Advocate General’s Depart- 
ment shall be construed for the purposes 
of sections 627j—627/ of this title, as 
referring to, and vesting like authority, 
duties, functions, and responsibilities 
in, the Department of the Air Force, the 
Air Force of the United States and its 
components, the Secretary of the Air 
Force, the Judge Advocate General, 
United States Air Force, and officers of 
the United States Air Force designated 
by the Chief of Staff, United States Air 
Force, as judge advocates, respectively; 
Provided, That until the expiration of 
the transfer period prescribed by section 
626c (e) of this title, the jurisdiction 
conferred may be exercised with respect 
to personnel of any component of the 
Department of the Army who may be 
under the command and authority of 
the Chief of Staff, United States Air 
Force. (June 25, 1948, ch. 648, § 2, 62 
Stat. 1014.) 


SECTION 3 OF THE ACT OF JUNE 25, 1948 
(62 STAT. 1014; 5 U. S. C. 627L) 


Any officer of the United States Air 
Force who shall have served not less 
than four years as the Judge Advocate 
General, United States Air Force, shall, 
upon retirement, be advanced on the 
retired list to the highest active duty 
grade held while so serving and shall 
receive retired pay computed upon such 
higher active duty grade. (June 25, 
1948, ch. 648, § 3, 62 Stat. 1014.) 


O 
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ISSUANCE OF A PATENT IN FEE TO ELLSWORTH 
SCHROEDER, A CROW ALLOTTEE 


JuNE 18 (legislative day, May 17), 1951.—Ordered to be printed 


Mr. Ecton, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany S. 818} 


he Committee on Interior and Insular Affairs, to whom was 

referred the bill (S. 818) to authorize and direct the Secretary of the 
Interior to jgsue a patent in fee to Ellsworth Schroeder to lands 
allotted to hgm on the Crow Indian Reservation, Mont., having con- 
sidered the same, report thereon with the recommendation that it 
do pass with the following amendments: 

Strike out all after the enacting clause and in lieu thereof insert the 
following: 
That the Secretary of the Interior, upon application in writing, is hereby author- 
ized to sell the homestead allotment numbered 3507 of Ellsworth Schroeder, 
described as the southwest quarter of the northwest quarter, the east half of the 
northwest quarter, and the northeast quarter of section 29; the west half of the 
northwest quarter and the west half of the east half of the northwest quarter in 
section 28, township 9 south, range 34 east, Montana principal meridian, contain- 
ing approximately four hundred acres, and to disburse the proceeds of such sale 
for the benefit of Ellsworth Schroeder. 


The amendment herein recommended is suggested by the Secretary 
of the Interior as it will appear in the Secretary’s report on this bill, 
dated April 18, 1951. 

This bill, as amended, will authorize the Secretary, upon application 
in writing, to sell the 400-acre homestead allotment of Ellsworth 
Schroeder and disburse the proceeds of such sale, less the indebtedness 
for repayment cattle in the amount of $1,705, for the benefit of said 
Ellsworth Schroeder. 

The act of June 4, 1920 (41 Stat. 751), provides that a Crow Indian 
allottee shall not sell more than 320 acres of his homestead. For 
this reason the enactment of legislation as proposed is necessary to 
authorize the allottee to sell all the land described in this bill. 





2 ISSUANCE OF A PATENT IN FEE TO ELLSWORTH SCHROEDER 


It appears that Mr. Schroeder is qualified to conduct his affairs 
without governmental supervision or protection. 


_The Secretary of the Interior recommends the enactment of this 
bill, as amended. 


A copy of the report of the Secretary of the Interior, dated April 
18, 1951, is hereto attached and made a part of this report, as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., April 18, 1941. 
Hon. Josepx C. O’ Manoney, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate. 

My Dear Senator O’Manoney: Reference is made to your request for a 
report on 8. 818, a bill authorizing the Secretary of the Interior to issue a patent 
in fee to Ellsworth Schroeder. 

I recommend that this bill be enacted, if amended as suggested in this letter. 

The bill would authorize and direct the Secretary of the Interior to issue a 
patent in fee to Ellsworth Schroeder for 400 acres of his allotment No. 3507 on the 
Crow Reservation, Mont. The act of June 4, 1920 (41 Stat. 751), provides that 
a Crow Indian allottee shall not sell more than 320 acres of his homestead. For 
this reason the enactment of legislation as proposed is necessary to authorize the 
allottee to sell all the land described in the bill. 

It appears that Mr. Schroeder is qualified to conduct his affairs without govern- 
mental supervision or protection. His land is not located in an area of the 
reservation where its alienation would be detrimental to the Crow Tribe. How- 
ever, Mr. Schroeder is indebted for repayment cattle in the amount of $1,705. 
It is, therefore, recommended that the bill be amended to authorize the issuance 
of a patent in fee to Ellsworth Schroeder at the discretion of the Secretary of the 
Interior, or to permit the sale of his land under supervision upon his written 
request. In this way, appropriate provision for the payment of the debt may be 
made. 

In line 9 of the bill, the last word ‘‘of’’ should be stricken and the word ‘‘in’”’ 
inserted therefor to describe the land properly. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your cémmittee. 

Sincerely yours, 
Date E. Dory, 
Assistant Secretary of the Interior. 


Amend the title so as to read: 


A bill to authorize the sale of certain allotted land on the Crow Reservation, 
Montana. 
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ISSUANCE OF A PATENT IN FEE TO LUCILLE ELLEN 
SANDERS GROH, CROW INDIAN ALLOTTEE 


JuNE 18 (legislative day, May 17), 1951.—Ordered to be printed 


Mr. Ecron, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


‘ [To accompany S. 1033] 


1 > The Committee on Interior and Insular Affairs, to whom was re- 

5 “ferred the bill (S. 1033) authorizing and directing the Secretary of the 
Interior to. issue to Lucille Ellen Sanders Groh a patent in fee to land 
allotted to her on the Crow Indian Reservation, Mont., having had 
same under consideration, report thereon with the recommendation 
that it do pass with the following amendments: 

On page 2, line 2, strike out the word “ninety” and insert in lieu 
thereof the word “sixty”’ 

On page 2, line 7, strike out the word “ninety” and insert in lieu 
thereof the word “sixty”’ 

On page 2, line 8, strike out the word “ninety” and insert in lieu 
thereof the word “‘sixty”’ 

On page 2, line 16, strike out the word “‘ninety”’ and insert in lieu 
thereof the word “sixty” 

The proposed amendments will provide a period of 60 days for the 
Crow Tribe or any member thereof to exercise their preference pur- 
chase right instead of 90 days. Your committee is of the belief that 
such 60 days preference purchase right is fair and just in the premises. 

This bill, if enacted, will authorize and direct the Secretary of the 
Interior to issue to Lucille Ellen Sanders Groh, a Crow Indian allottee, 
a patent in fee to her allotment comprising 720 acres on the Crow 
Indian Reservation, Mont. The act of June 4, 1920 (41 Stat., 751), 
provides that a Crow Indian allottee shall not sell more than one-half 
of his homestead, er 320 acres thereof. For this reason the enactment 
of legislation as proposed is necessary to authorize the allottee to sell 
all of her homestead land. 

It appears that Mrs. Groh is qualified to conduct her affairs without 
governmental supervision or protection. 
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This bill gives the Crow Tribe or a member thereof an opportunity 
to purchase the land described in the bill when it is offered for sale. 

The Secretary of the Interior has no objection to the enactment of 
this bill, and advises that the Bureau of the Budget indicates that it 
has no objection to the enactment of this proposed legislation. 

A copy of the Secretary of the Interior’s report, dated April 9, 1951, 
is attached hereto and made a part of this report, as follows: 


Unirep States DEPARTMENT OF THE INTERIOR 
OFFICE OF THE SECRETARY 
Washington, D. C., April 9, 1961, 
Hon. Joseru C. O’ MaHoney, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate. 

My Dear Senator O’Manoney: Reference is made to your request for a 
report on 8. 1033, a bill authorizing the Secretary of the Interior to issue a patent 
in fee to Lucille Ellen Sanders Groh. 

I recommend that the bill be enacted. 

The bill would authorize and direct the Secretary of the Interior to issue a 
patent in fee to Lucille Ellen Sanders Groh for 720 acres of her land contained 
in allotment No. 3504 on the Crow Reservation, Mont. 

It appears that Mrs. Groh is qualified to conduct her affairs without govern- 
mental supervision or protection. The land described in 8. 1033 is entirely 
surrounded by Indian trust lands and should remain in Indian ownership, either 
in the Crow Tribe or a member thereof. As the bill gives the Crow Tribe or a 
member of the tribe an opportunity to purchase the land when it is offeredfor 
sale, there is no objection to the enactment of 8. 1033. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
Dare E. Dory, 
Assistant Secretary of the Interior. 


O 
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ISSUANCE OF A PATENT IN FEE TO JULIA JACKSON 
SANDERS, CROW ALLOTTEE 


JuNE 18 (legislative day, May 17), 1951.—Ordered to be printed 


Mr. Ecron} from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


, (To accompany S. 1034] 


the Committee on Interior and Insular Affairs, to whom was re- 


ferPed the bill (S. 1034) authorizing and directing the Secretary of the 
Interior to igsgue to Julia Jackson Sanders a patent in fee to lands 
allotted to l@t on the Crow Indian Reservation, Mont., having con- 
sidered the Same, report thereon with the recommendation that it do 
pass with the following amendments: 

On page 2, line 2, strike out the word “ninety’’ and insert in lieu 
thereof the word “‘sixty”’ 

On page 2, line 7, strike out the word “ninety” and insert in lieu 
thereof the word “‘sixty”’ 

On page 2, line 8, strike out the word ‘ninety’’ and insert in lieu 
thereof the word “‘sixty”’ 

On page 2, line 16, strike out the word “‘ninety”’ and insert in lieu 
thereof the word “sixty” 

The proposed amendments will provide a period of 60 days for the 
Crow Tribe or any member thereof to exercise their preference pur- 
chase right instead of 90 days. Your committee is of the belief that 
such 60 days’ preference right is fair and just in the premises. 

This bill, if enacted, will authorize and direct the Secretary of the 
Interior to issue to Julia Jackson Sanders, a Crow allottee, a patent 
in fee to 240 acres of land partitioned to her contained in allotment 
No. 148 S. A., Ellen Jackson, deceased, on the Crow Reservation, 
Mont. 

The act of June 4, 1920 (41 Sta. 251) provides that a Crow Indian 
allottee shall not sell more than one-half of his homestead without 
legislative authorization. 

It appears that Mrs. Sanders is qualified to conduct her affairs 
without governmental supervision or protection. 
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. 


This bill gives the Crow Tribe or a member thereof an opportunity 
to purchase the land described in the bill when it is offered for sale. 

The Secretary of the Interior has no objection to the enactment of 
this bill, and advises that the Bureau of the Budget indicates that it 
has no objec tion to the enactment of this proposed legislation. 

A copy of the Secretary of the Interior’s report, dated April 5, 1951, 
is attached hereto and made a part of this report, as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., April 5, 1951. 

My De “e Senator O’Manoney: Reference is made to your request for a 
report on 8. 1034, a bill authorizing the Secretary of the Interior to issue a patent 
in fee to Julia Jackson Sanders. 

I recomend that the bill be enacted. 

The bill would authorize and direct the Secretary of the Interior to issue a 
patent in fee to Julia Jackson Sanders for 240 acres of her partitioned land con- 
tained in allotment No. 148 8. A., Ellen Jackson, deceased, on the Crow Reserva- 
tion, Mont. 

It appears that Mrs. Sanders is qualified to conduct her affairs without govern- 
mental supervision or protection. The land described in 8S. 1034 is entirely 
surrounded by Indian trust lands and should remain in Indian ownership, either 
in the Crow Tribe or a member thereof. They will be given an opportunity to 
purchase the land upon enactment of the bill. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
Date E. Dory, 
Assistant Secretary of the Interior. 
Hon. Josern C. O’ MAHoNeEY, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate. 
O 
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ISSUANCE OF A PATENT IN FEE TO THE REMAINDER 
ALLOTMENT OF JULIA JACKSON SANDERS, CROW 
ALLOTTEE 


JuNE 18 (legislative day, May 17), 1951.—Ordered to be printed 


Mr. Ecton, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
[To accompany 8S. 1036] 


=The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 1036) authorizing and directing the Secretary 
of the Interior to issue to Julia Jackson Sanders, a Crow allottee, the 
remainder of her allotment No. 149 S. A., comprising her homestead 
of 640 acres situated on the Crow Indian Reservation, Mont., having 
considered the same, report thereon with the recommendation that 
it do pass with the following amendments: 

On page 2, line 3, strike out the word “ninety” and insert in lieu 
thereof the word “sixty’’. 

On page 2, line 8, strike out the word “ninety” and insert in lieu 
thereof the word “sixty”’. 

On page 2, line 9, strike out the word “ninety”’ and insert in lieu 
thereof the word “sixty’’. 

On page 2, line 17, strike out the word “ninety” and insert in lieu 
thereof the word “‘sixty’’. 

The proposed amendment will provide a period of 60 days for the 
Crow Tribe or any member thereof to exercise their preference pur- 
chase right instead of 90 days. Your committee is of the belief that 
such 60 days’ preference purchase right is fair and just in the premises. 

This bill, if enacted, will authorize and direct the Secretary of the 
Interior to issue to Julia: Jackson Sanders a patent in fee for the 
remainder of her allotment No. 149 S. A., comprising her homestead 
of 640 acres on the Crow Reservation, Mont. 

The act of June 4, 1920 (41 Stat. 751) provides that a Crow allottee 
shall not sell more than one-half of his homestead, or 320 acres 
thereof. For this reason the enactment of legislation as proposed is 
necessary to authorize the allottee to sell all of her homestead land. 
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It appears that Mrs. Sanders is qualified to conduct her affairs 
without governmental supervision or protection. 

This bill gives the Crow Tribe or a member thereof an opportunity 
to purchase the land described in the bill when it is offered for sale. 

The Secretary of the Interior recommends the enactment of this 
bill. A copy of the Secretary of the Interior’s report, dated April 5 
1951, is attached hereto and made a part of this report, as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., April 5, 1951. 
Hon. Josern C. O’ MaHoNeEy, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate. 

My Dear Senator O’ MAanoney: Reference is made to your request for a report 
on 8. 1036, a bill authorizing the Secretary of the Interior to issue a patent in fee 
to Julia Jackson Sanders. 

I recommend that the bill be enacted. 

The bill would authorize and direct the Secretary of the Interior to issue a 
patent in fee to Julia Jackson Sanders for the remainder of her allotment No. 149 
5S. A., comprising her homestead of 640 acres on the Crow Reservation, Mont. 
The act of June 4, 1920 (41 Stat. 751), prohibits a Crow Indian allottee from 
selling more than 320 acres of his homestead lands. Therefore, the enactment of 
legislation as proposed is necessary to authorize a sale of this land. 

It appears that Mrs. Sanders is qualified to conduct her affairs without govern- 
mental supervision or protection. The land described in 8. 1036 is entirely sur- 
rounded by Indian trust lands and should remain in Indian ownership, either in 
the Crow Tribe or a member thereof. They will be given an opportunity to 
purchase the land upon enactment of the bill. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
Dae E. Dory, 
Assistant Secretary of the Interior. 
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ISSUANCE OF A PATENT IN FEE TO RICHARD JAMES 
BROWN, BLACKFEET ALLOTTEE 


JuNE 18 (legislative day, May 17), 1951.—Ordered to be printed 


Mr. Ecton, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
[To accompany H. R. 630] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H. R. 630) authorizing and directing the Secretary of 
the Interior to issue to Richard James Brown a patent in fee to lands 
allotted to him on the Blackfeet Reservation, Mont., having con- 
sidered the same, report thereon with the recommendation that it do 
pass without amendment. 

This bill has been considered by the Committee on Interior and 
Insular Affairs of the House; on May 1, 1951, that committee sub- 
mitted its report (H. Rept. No. 393) to the House recommending its 
passage and on May 15, 1951, it passed the House. 

The purpose of this proposed legislation is to authorize the issuance 
of a patent in fee to Richard James Brown for his 80-acre homestead 
allotment No. 2756 on the Blackfeet Indian Reservation, Mont. 

The enactment of legislation is necessary to permit the issuance of 
such patent in fee because the act of June 30, 1919 (41 Stat. 16), pro- 
vides that— 
of the lands so allotted 80 acres of each allotment shall be designated as a home- 
stead by the allottee and be evidenced by a trust patent and shall remain in- 
alienable and nontaxable until Congress shall otherwise direct. 

The 80-acre tract of land described in the bill is grazing land sur- 
rounded by patent-in-fee lands and is 35 miles from Mr. Brown’s 
additional land holdings and his farming and stock-raising operations. 

It appears that Mr. Brown is a competent person well able to con- 
duct his business affairs without supervision by the Federal Govern- 
ment. The Secretary of the Interior recommends the enactment of 
this bill. 
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A copy of the Secretary of the Interior’s report dated February 21, 
1951, is attached hereto and made a part of this report, as follows: 


DEPARTMENT OF THE INTERIOR, 


Washington, D. C., February 21, 1951. 
Hon. Jonn R. Murpock, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 

My Dear Mr. Murpock: Reference is made to your request for a report on 
H. R. 630, a bill authorizing the Secretary of the Interior to issue a patent in fee 
to Richard James Brown. 

I recommend that this bill be enacted. 

The bill would authorize and direct the Secretary of the Interior to issue a patent 
in fee to Richard James Brown fcr his 80-acre homestead allotment No. 2756 on 
the Blackfeet Indian Reservation, Mont. The enactment of legislation is neces- 
sary to permit the issuance of such patent in fee because the act of June 30, 1919 
(41 Stat. 16), provides that ‘‘of the lands so allotted 80 acres of each allotment 
shall be designated as a homestead by the allottee and be evidenced by a trust 
patent and shall remain inalienable and nontaxable until Congress shall otherwise 
direct.” 

It appears that Mr. Brown is a competent person well able to conduct his busi- 
ness affairs without supervision by the Federal Government. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
Dae E. Dory, 
Assistant Secretary of the Interior. 


O 
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ISSUANCE OF A PATENT IN FEE TO ALICE E, WILLIAMS 
SISK, A CROW ALLOTTEE 


JuNE 18 (legislative day, May 17), 1951.—Ordered to be printed 


Mr. Ecron, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 631] 


rhe Committee on Interior and Insular Affairs, to whom was 


arred the bill (H. R. 631) authorizing and directing the Secretary 

he Interior to issue to Alice E. Williams Sisk a patent in fee to 
land allotted, to her on the Crow Indian Reservation, Mont., having 
considered the same, report thereon with the recommendation that 
it do pass“without amendment. 

This bill has been considered by the Committee on Interior and 
Insular Affairs of the House; on May 1, 1951, that committee sub- 
mitted its report (H. Rept. No. 394) to the House recommending its 
passage, and on May 15, 1951, it passed the House. 

This bill, if enacted, will authorize and direct the Secretary of the 
Interior to issue a patent in fee to Alice Williams Sisk for the balance 
of her allotment No. 3632 on the Crow Reservation, which consists 
of 595.64 acres, including 480 acres of her homestead land. 

The act of June 4, 1920 (41 Stat. 751), provides that a Crow Indian 
allottee shall not sell more than one-half of his homestead, or 320 
acres thereof. For this reason, the enactment of legislation as pro- 
posed is necessary to authorized the allottee to sell all the land de- 
scribed in the bill. 

It appears that Mrs. Sisk is qualified to conduct her affairs without 
governmental supervision or protection. Her husband is a white 
man, and they reside away from the reservation and are not dependent 
on Government assistance. 

The Secretary of the Interior recommends the enactment of this 
bill and advises that the Bureau of the Budget indicates that it has 
no objection to the enactment of this proposed legislation. 





2 ISSUANCE OF PATENT IN FEE TO ALICE E. WILLIAMS SISK 


_ A-copy of the Secretary of the Interior’s report, dated April 2, 1951, 
is attached hereto and made a part of this report, as follows: 


Unrrep States DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 


Washington, D. C., April 2, 1951. 
Hon. Jonn R. Mvurpocr, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 

My Dear Mr. Murpocr: Reference is made to your request for a report on 
H. R. 631, a bill authorizing the Secretary of the Interior to issue a patent in fee 
to Alice E. Williams Sisk. 

I recommend that the bill be enacted. 

The bill would authorize and direct the Secretary of the Interior to issue a patent 
in fee to Alice E. Williams Sisk for the balance of her allotment No. 3632 on the 
Crow Reservation, which consists of 595.64 acres; including 480 acres of her home- 
stead land. The act of June 4, 1920 (41 Stat. 751), provides that a Crow Indian 
allottee shall not sell more than one-half of his homestead, or 320 acres thereof. 
For this reason, the enactment. of legislation as proposed is necessary to authorize 
the allottee to sell all the land described in the bill. 

The land touches the northern boundary of the reservation and is entirely 
surrounded by white-owned lands. Sale to a non-Indian would therefore not 
‘affect any land program of the Crow Tribe. 

It appears that Mrs. Sisk is qualified to conduct her affairs without govern- 
mental supervision or protection. Her husband is a white man and they reside 
away from the reservation and are not dependent on Government assistance. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your: committee. 

Sincerely yours, 
Date E. Dory, 
Assistant Secretary of the Interior. 


O 
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ISSUANCE OF A PATENT IN FEE TO PERCIVAL GLENN, 
CROW ALLOTTEE 


JuNE 18 (legislative day, May 17), 1951—-Ordered to be printed 


-- Ecron; from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
[To accompany H. R. 964] 


The Committee on Interior and Insular Affairs, to whom was referred 
The bill (H.-R. 964) authorizing and directing the Secretary of the 
Interior to igsue a patent in fee to Percival H. Glenn for lands allotted 
to him on the Crow Indian Reservation, Mont., having considered 
the same féport thereon with the recommendation that it do pass 
without amendment. 

This bill was considered by the Committee on Interior and Insular 
Affairs of the House; on May 1, 1951, that committee submitted its 
report (H. Rept. No. 961) to the House recommending its passage 
and on May 15, 1951, it passed the House. 

This bill, if enacted, will authorize the Secretary of the Interior to 
issue a patent in fee to Percival H. Glenn for his allotment No. 2368 
on the Crow Indian Reservation, Mont., which consists of 996.24 
acres, 

The act of June 4, 1920 (41 Stat. 751), provides that a Crow Indian 
allottee shall not sell more than one-half of his homestead, or 320 
acres thereof. For this reason the enactment of legislation as proposed 
is necessary to authorize the allottee to sell all the land described in 
the bill. 

Mr. Glenn does not live on the reservation and proposes to sell the 
land described in the bill and use the proceeds from the sale to establish 
a business for himself. It appears that Mr. Glenn is well qualified 
to run his own business affairs without governmental supervision or 
protection. . 

The Secretary of the Interior recommends the enactment of this 
bill, and advises that the Bureau of the Budget indicates that it has 
no objection to the passage of this bill. 


UNIV. Gr wl 





ISSUANCE OF A PATENT IN FEE TO PERCIVAL GLENN 


_ A copy of the Secretary of the Interior’s report, dated April 2, 1951, 
is attached hereto and made a part of this report, as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., April 2, 1951. 
Hon. Jonn R. Murpock, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 


My Dear Mr. Murpock: Reference is made to your request for a report on 
H. R. 964, a bill authorizing the Secretary of the Interior to issue a patent in fee 
to Percival H. Glenn. . 

I recommend that this bill be enacted. 

The bill would authorize and direct the Secretary of the Interior to issue a 
patent in fee to Percival H. Glenn for his allotment No. 2368 on the Crow Reser- 
vation, Mont., comprising 996.24 acres. The act of June 4, 1920 (41 Stat. 751), 
provides that a Crow Indian allottee shall not sell more than one-half of his 
homestead, or 320 acres thereof. For this reason the enactment of legislation 
as proposed is necessary to authorize the allottee to sell all the land described 
in the bill. 

It appears that Mr. Glenn is qualified to conduct his affairs without govern- 
mental supervision or protection. His land is adjacent to land of other members 
of the Glenn family, some of whom have received fee patents for their allotments. 
He does not live on the reservation and proposes to sell his land and use the 
proceeds from the sale to establish a business for himself. 

The Bureau of the Budget has advised that there is no objection to the submis- 
sion of this report to your committee. 

Sincerely yours, 
Date E. Dory, 
Assistant Secretary of the Interior. 
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ISSUANCE OF PATENTS IN FEE TO ESTELLA, MARK, 
AND FURMAN E. WOLFE, CROW ALLOTTEES 


JUNE 18 (legislative day, May 17), 1951.—Ordered to be printed 


Ecronf from the Committee on Interior and Insular Affairs, 
4 submitted the following 


REPORT 
[To accompany H. R. 2349] 


~The Comrhittee on Interior and Insular Affairs, to whom was 
referred the will (H. R. 2349) authorizing and directing the Secretary 
of the Intri t issue patents in fee to Estella Wolfe, Mark Wolfe, and 
Furman E. Wolfe, for lands allotted to them on the Crow Indian 
Reservation, Mont., having considered the same, report thereon with 
the recommendation that it do pass without amendment. 

This bill has been considered by the Committee on Interior and 
Insular Affairs of the House; on May 1, 1951, that committee sub- 
mitted its report (H. Rept. No. 399) recommending its passage, and 
on May 15, 1951, it passed the House. 

The amendments suggested by the Secretary of the Interior in his 
report on this bill, dated April 9, 1951, was adopted by the House and 
the text of this bill now contains such suggested amendments. 

This bill, if enacted, will authorize and direct the Secretary of the 
Interior to issue patents in fee to Estella Wolfe, \lark Wolfe, and 
Furman E. Wolfe, allottees on the Crow Indian Reservation, Mont., 
for lands described in the bill. 

The act of June 4, 1920 (41 Stat. 751), provides that a Crow Indian 
allottee shall not sell more than one-half of his homestead allotment, 
or 320 acres thereof. For this reason, the enactment of legislation as 
proposed is necessary to authorize these allottees to sell all of the 
lands described in the bill. 

It appears that the Indian allottees are all competent and qualified 
to conduct their own affairs without governmental supervision or 
protection. 

The Secretary of the Interior recommends the enactment of this 
bill, and advises that the Bureau of the Budget indicates that it has 
no objection to the passage of this bill. 





2 ISSUANCE OF PATENTS IN FEE TO ESTELLA WOLFE ET AL. 


A copy of the Secretary of the Interior’s report, dated April 9, 1951, 
is attached hereto and made a part of this report, as follows: 


DEPARTMENT OF THE INTERIOR, 
Washington, D. C., April 9, 1941. 
Hon. Jonn R. Murpock, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 

My Dear Mr. Murpock: Reference is made to your request for a report on 
H. R. 2349, a bill authorizing the Secretary of the Interior to issue patents in fee 
to certain allottees on the Crow Indian Reserveration. 

I recommend that this bill be enacted. 

The bill would authorize and direct the Secretary of the Interior to issue 
patents in fee to Estella Wolfe, Mark Wolfe, and Furman E. Wolfe, allottees on the 
Crow Reservation, for the lands described in the bill. In view of the prohibition 
contained in the act of June 4, 1920 (41 Stat. 751) limiting the Crow allottee from 
selling more than one-half of his homestead, legislation would be necessary to 
permit this family to dispose of its landholdings on the reservation. 

This Department submitted adverse reports on similar bills in the Eighty-first 
Congress in behalf of Mr. and Mrs. Wolfe. It was our opinion that the lands in 
question are needed by the Crow Tribe to preserve its land base and to retain in 
Indian ownership the water required to maintain present grazing units. I am 
still of that opinion. However, in view of the fact that the tribe does not have 
funds with which to acquire this land and there are no Federal appropriations 
available to the Bureau of Indian Affairs that can be used to acquire the land for 
the Crow Tribe, I feel that the Department should not continue to deny these 
people, who are regarded as competent, the opportunity to sell their holdings. 1 
am therefore willing to withdraw my objection to the enactment of the proposed 
legislation for this particular family. 

Land described as the “‘northeast quarter of section 28; the northwest quarter 
of the northwest quarter of section 27’ in line 11 of page 1 and lines 1 and 2 of 
page 2 of the bill should be stricken, as this land has already Deen patented in fee 
to Estella Wolfe. The word “eight” in line 3 of page 2 should be changed to the 
word “six.”” In lines 11 and 12 of page 2 of the bill the words “‘south half of the 
southeast quarter of section 25, township 5 south, range 37 east ;’’ should be deleted, 
as this land was deeded to Mark Wolfe in 1941. In line 12 of page 2, after the 
word “‘the’’, there should be inserted “south half of the’’ to describe the land 
properly. In line 16 the word “seven” should be changed to the word “‘six’’, and 
the words “and sixty”’ should be deleted. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
Date E. Dory, 
Assistant Secretary of the Interior. 


O 
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AUTHORIZING LEASING OF LAND FOR AIRPORT PUR- 
POSES TO THE CITY OF POPLAR AND ROOSEVELT 
COUNTY, MONT. 
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JuNE 18 (legislative day, May 17), 1951.—Ordered to be printed 


ee 


Mr. Ecron, from the Committee on Interior and Insular Affairs 
’ 
submitted the following 


REPORT 


{To accompany H. R. 3033] 
uf ,. é d : oa 
The Committee on Interior and Insular Affairs, to whom was 
« coeferred the bill (H. R. 3033) authorizing and directing the Secretary of 
-. ~the Interior to lease for airport purposes to the city of Poplar and the 

county of Roosevelt a certain tract of land situated on the Fort Peck 
Reservation, Mont., having considered the same, report thereon with 
the recommendation that it do pass without amendment. 

This bill has been considered by the Committee on Interior and 
Insular Affairs of the House;.on May 28, 1951, that committee 
submitted its report (H. Rept. No. 506) to the House recommending 
its passage, and on June 4, 1951, it passed the House. 

The amendments suggested by the Secretary of the Interior in his 
report on this bill, dated May 24, 1951, was adopted by the House and 
the text of this bill now contains such suggested amendments. 

This bill, if enacted, will authorize the Secretary of the Interior, 
with the approval of the Indians, to lease to the city of Poplar and 
the county of Roosevelt, Mont., a tract of land, approximately 240 
acres, for 25 years for airport purposes. 

The city of Poplar, the county of Roosevelt, Mont., and the Indians 
have already agreed upon the terms and conditions of a lease, but the 
Secretary of the Interior, under existing law, cannot authorize and 
approve of the type of lease contemplated. 

This airport, if and when constructed, will be of mutual benefit to 
the Indians, the community, and the general public. 

The Secretary of the Interior recommends that this bill, as amended, 
be enacted. 





2 LEASE LAND TO CITY OF POPLAR AND ROOSEVELT COUNTY, MONT. 


A copy of the Secretary of the Interior’s report, dated May 24, 1951, 
is attached hereto and made a part of this report, as follows: 


DEPARTMENT OF THE INTERIOR, 
Washington, D. C., May 24, 1951. 
Hon. Joun R. Murpock, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 

My Dear Mr. Murpock: Reference is made to your request for a report on 
H. R. 3033, a bill authorizing the Secretary of the Interior to lease certain land in 
the State of Montana to the city of Poplar and the County of Roosevelt, Mont. 

I recommend that the bill be enacted. 

The bill would authorize and direct the leasing of 240 acres of land of the Fort 
Peck Tribe for airport purposes, for a period of 25 years upon such terms and con- 
ditions as may be agreed upon between the interested parties with the approval 
of the Fort Peck Executive Board. . 

Under existing law, the type of lease contemplated could not be made. Gen- 
erally, extensive improvements are required in the establishment of airports and 
the expenses are not adequately protected by short-term leases. The Fort Peck 
Executive Board is willing to execute a lease for a period of 25 years. Apparently, 
an airport at Poplar will be of mutual benefit to the Indians, the community, and 
the general public. 

The bill should be modified by eliminating from line 8 the word “Tribal” as 
the official governing body of the Fort Peck Tribe is designated as ‘‘Fort Peck 
Executive Board.” The word “southwest” in line 9 should be changed to “‘south- 
east’’, and the word ‘‘leave’”’ in line 4 should be changed to “‘lease’’. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
Dae E. Dory, 
Acting Secretary of the Interior. 


O 
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AUTHORIZING THE SALE OF LANDS ALLOTTED TO ELOISE 
WHITE BEAR, CROW ALLOTTEE 


JUNE 18 (legislative day, May 17), 1951.—Ordered to be printed 


Mr. Ecton, from the Committee on Interior and Insular Affairs. 
submitted the following 


REPORT 
[To accompany H. R. 3215] 


The Committee on Interior and Insular Affairs, to whom was 
wyeferred the bill (H. R. 3215) providing for the sale of the remaining 
—dands contained in trust allotment No. 3613 of Eloise White Bear on 

ie Crow Indian Reservation, Mont., having considered the same, 
report thereon with the recommendation that it do pass without 
amendmerf 

This bifPhas been considered by the Committee on Interior and 
Insular Affairs of the House; on May 1, 1951, that committee sub- 
mitted its report (H. Rept. No. 400) recommending its passage, and 
on May 15, 1951, it passed the House. 

This bill, if enacted, will upon application in writing authorize the 
Secretary of the Interior to sell the remaining lands contained in 
trust allotment No. 3613 of Eloise White Bear, on the Crow Indian 
Reservation, Mont., which includes 560 acres of her homestead lands. 

The act of June 4, 1920 (41 Stat. 751), provides that a Crow Indian 
allottee shall not sell more than one-half of his homestead, or 320 
acres thereof. For this reason, the enactment of legislation as pro- 
posed herein is necessary. 

From information received by your committee, it is believed that 
the sale of the lands involved herein should be sold under govern- 
mental supervision and the proceeds derived from such sale should 
also be dispersed and supervised under governmental! supervision. 

The amendments suggested by the Secretary of the Interior in his 
report on this, dated April 9, 1951, was adopted by the House, and 
the text of this bill now contains such suggested amendments. 

The Secretary of the Interior recommends the enactment of this 
bill as it now reads, and advises that the Bureau of the Budget indi- 
cates that it has no objection to the passage of the same. 





SALE OF LANDS ALLOTTED TO ELOISE WHITE BEAR 


_ A copy of the Secretary of the Interior’s report, dated April 9, 1951, 
is hereto attached and made a part of this report, as follows: 


Unirep States DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 


Washington, D. C., April 9, 1951. 
Hon. Joun R. Murpock, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 

My Dear Mr. Murpock: Reference is made to your request for a report on 
H. R. 3215, a bill authorizing the Secretary of the Interior to issue a patent in fee 
to Eloise White Bear. 

I recommend that this bill be enacted, if amended as suggested herein. 

The bill would authorize and direct the Secretary of the Interior to issue a 
patent in fee to Eloise White Bear for the remainder of her allotment No. 3613 on 
the Crow Reservation, which includes 560 acres of her homestead lands. The 
act of June 4, 1920 (41 Stat. 751, 756), prohibits a Crow Indian allottee from selling 
more than 320 acres of his homestead lands. Therefore, the enactment of legisla- 
tion as proposed is necessary to authorize a sale of this land. 

It has been reported that the applicant has a large family and it is believed a sale 
of the land under supervision would be advisable as the proceeds should be 
controlled for the purchase of other land and a home for this family. The land is 
not located in an Indian community or Indian land-use area, consequently its 
alienation would not affect materially the administration or consolidation of other 
Indian trust lands in that part of the reservation. It is suggested that the bill be 
amended to read as follows: 

“To authorize the sale of certain allotted land on the Crow Reservation, 
Montana.”’ 

‘Be it enacted by the Senate and the House of Representatives of the United States 
of America in Congress assembled, That the Secretary of the Interior, upon appli- 
cation in writing, is hereby authorized to sell the remaining lands contained in 
trust allotment numbered 3613 of Eloise White Bear, described as the southeast 
quarter of section 14; the northeast quarter, and the west half of the southeast 
quarter, and the west half of the east half of the southeast quarter of section 23; 
the west half of the northeast quarter, and the northwest quarter of section 24, all 
in township 8 south, range 37 east, Montana principal meridian, containing six 
hundred and eighty acres, conveyance to be made by deed or the issuance of a 
patent in fee to the purchaser,and to disburse the proceeds of such sale to Eloise 
White Bear for her benefit.” 

The Bureau of the Budget has advised that there is no objection to the submis- 
sion of this report to your committee. 

Sincerely yours, 
Date E. Dory, 
Assistant Secretary of the Interior. 


O 
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ISSUANCE OF A PATENT IN FEE TO LULU M. WHITEBEAR, 
CROW ALLOTTEE 


JuNE 18 (legislative day, May 17), 1951.—Ordered to be printed 


Mr. Ecron, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
[To accompany H. R. 3216] 


‘The Committee on Interior and Insular Affairs, to whom was re- 
pred the bill (H. R. 3216) authorizing and directing the Secretary of 
he Interior to issue to Lulu M. Whitebear a patent in fee to lands 
allotted to her on the Crow Indian Reservation, Mont., having con- 
sidered the same report thereon with the recommendation that it do 
pass without amendment. 

This bill has been considered by the Committee on Interior and 
Insular Affairs of the House; on May 14, 1951, that committee sub- 
mitted its report (H. Rept. No. 443) recommending its passage and 
on May 15, 1951, it passed the House. 

The amendments suggested by the Secretary of the Interior in his 
report on this bill, dated May 24, 1951, was adopted by the House 
and the text of this bill now contains such suggested amendments. 

This bill, if enacted, will authorize and direct the Secretary of the 
Interior to issue a patent in fee to Lulu M. Whitebear for the remainder 
of her allotment No. 3612, comprising her homestead of 640 acres on 
the Crow Indian Reservation, Mont. 

The act of June 4, 1920 (31 Stat. 751), provides that a Crow Indian 
allottee shall not sell more than one-half of his homestead, or 320 acres 
thereof. For this reason, the enactment of legislation as proposed is 
necessary to authorize the allottee to all the land described in the bill. 

It appears that Mrs. Whitebear is qualified to conduct her affairs 
without governmental supervision or protection. 

The Secretary of the Interior recommends the enactment of this bill, 
and advises that the Bureau of the Budget indicates that it has no 
objection to the passage of this bill. 





2 ISSUANCE OF A PATENT IN FEE TO LULU M. WHITEBEAR 


A copy of the Secretary of the Interior’s report, dated April 26, 1951, 
is attached hereto and made a part of this report, as follows: 


DEPARTMENT OF THE INTERIOR, 

Washington, D. C., April 26, 1951. 
Hon. Joun R. Murpocr, 

Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 

My Dear Mr. Murpock: Reference is made to your request for a report on 
H. R. 3216, a bill authorizing the Secretary of the Interior to issue a patent in fee 
to Lula M. Whitebear. 

I recommend that the bill be enacted. 

The bill would authorize and direct the Secretary of the Interior to issue a 
patent-in-fee to Lulu M. Whitebear for the remainder of her allotment No. 3612, 
comprising her homestead of 640 acres on the Crow Reservation, Mont. The act 
of June 4, 1920 (41 Stat. 751) prohibits a Crow Indian allottee from selling more 
than 320 acres of his homestead lands. The enactment of legislation as proposed 
is therefore necessary to authorize a sale of this land. 

It appears that the applicant is qualified to conduct her affairs without govern- 
mental supervision or protection. It is believed that the alienation of this land 
will not interfere with the administration of the land-use program of the Crow 
Indians. 

In line 4, the allottee’s first name should be changed from “Lula” to “Lulu.”’ 
The title should be corrected accordingly. 

The Bureau of the Budget has advised that there is no objection to the submis- 
sion of this report to your committee. 

Sincerely yours, 
Mastin G. Wuire, 
Acting Assistant Secretary of the Interior. 


rr 
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Mr. SparKMAN, from the Select Committee on Small Business 
submitted the following 


REPORT 


On January 17, 1951, the President of the United States issued a 
national manpower mobilization policy. That policy stated the 
following: ; 

NATIONAL MANPOWER MOBILIZATION Po.icy 


AIMS OF MANPOWER MOBILIZATION 


1. The primary aim of manpower mobilization is to safeguard our national 
security through the maximum development and use of our human resources. 
In particular, this involves— 

(a) Providing manpower for the Armed Forces in sufficient numbers and 
with the mental, physical, and occupational qualifications necessary for 
national defense. 

(b) Providing manpower for producing the materials and services necessary 
to the Armed Forces, to meet commitments of aid to other nations and to 
support the civilian economy. 

(c) Constantly increasing our mobilization potential through training and 
educational programs to expand our supply of persons with highly developed 
skills essential to civilian and military activities. Providing manpower for 
protection of the civilian health and welfare. 

2. The most efficient use of the Nation’s manpower will be of vital importance 
in any prolonged effort to keep the strength of the United States at a high level 
and will be of the utmost importance in the event of full mobilization. Conse- 
quently, it is important that manpower measures taken now be consistent with 
and contribute to the most advantageous use of our manpower should full 
mobilization become necessary. 

3. We must rely heavily on science and technology. The most effective use 
must be made of our supply of individuals having the special skills required to 
develop and produce the necessary equipment and to use and maintain it in the 
Armed Forces. Malutilization of such individuals represents a direct and un- 
necessary reduction of our defense potential. 

4. While recognizing the very high priority of the Armed Forces’ requirements 
for certain numbers and classes of manpower, the needs of mobilization also re- 
quire a vigorous civilian economy. The manpower necessary to defense produc- 
tion, to civil defense, to agriculture, and to the production of essential civilian 
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goods and services and to sustain our commitments of aid to other nations, must 
be considered as integral parts of a balanced mobilization program, 

* 5. To assure the most effective use of our manpower to meet these needs, it is 
essential that we establish principles and adopt a series of policies which will lead 
to the most effective use of our manpower resources. Wherever statutory author- 
ization is necessary to put these into effect, it will be sought from the Congress. 


PRINCIPLES OF MANPOWER MOBILIZATION 


6. In achieving these objectives, the national manpower mobilization program 
will be based upon the following principles: 

(a) Fach individual will be expected to se>ve in the capacity in which he 
can contribute most to the total mobilization program. 

(b) Employers, both private and governmental, will assure full utilization 
of those abilities and skills of each individual which will contribute most to 
the total mobilization program through such measures as minimum manning, 
training, and assignment of duties in accordance with needs, skills, and 
potentialities. 

(c) The Government will develop and administer manpower programs 
designed to enlist to the fullest possible extent the support and resourcefulness 
of individuals in the achievement of the mobilization program. 


BASIC MANPOWER MOBILIZATION POLICIES 


7. The following basic manpower mobilization policies are necessary to give 
effect” to the principles stated above, but do not prejudice or limit extension of 
manpower policies as further needs of mobilization evolve. 

(a) The size of the Armed Forces will be determined by the President. 
He will be provided with the Department of Defense requirements to meet 
strategic plans; with full information on the prospective supplies of manpower, 
and on the manpower requirements for defense production, agriculture, civil 
defense, and other essential purposes. 

(b) The greatest care must be exercised to assure that the supply of persons 
possessing critical skills will be distributed among military and civilian activi- 
ties in a manner which will contribute most to the mobilization program. 
When the total need for workers with critical skills for civilian and military 
assignments is expected to exceed the supplv that can be made available, the 
requirements for persons with such skills will be reviewed and distribution of 
the supply will be measured by the relative urgency of the need for critical 
skills as between the Armed Forces and the civilian economy. 

(ec) Policies in respect to recruitment of individuals from civilian life and 
call-up of members of the unorganized Reserves will have as their objectives 
the use of persons possessing irreplaceable skills where they can make their 
me2ximum contribution to the total mobilization program. 

(d) Policies governing occupational deferment of persons subject to induc- 
tion under the Selective Service Act will provide for: (1) the occupational 
deferment of persons possessing critical skills if they are currently using such 
skills in essential activities, except to the extent the military services require 
persons with those skills; (2) deferment of a sufficient number of individuals 
in educational and training institutions to provide an adequate continuing 
supply of professional and highly skilled manpower. 

(e) Recruitment, placement, distribution, training, and utilization of the 
civilian labor force (including Government employees) will be based primarily 
upon voluntary measures for manpower mobilization. This policy will be 
carried out through such measures as (1) providing appropriate employment 
information to guide workers to jobs in which they can make their maximum 
contribution; (2) developing recruitment and rehabilitation activities needed 
to expand the labor force; (3) training persons to meet civilian manpower 
requirements and providing appropriate placement services; (4) providing 
assistance to employers in promoting maximum utilization of the labor force, 
including women, physically handicapped, older workers, and minority 
groups; (5) providing adequate housing and community services; and (6) 
assisting workers to arrange for their transfer to essential jobs in other areas. 

(f) Governmental manpower controls will be used when and to the extent 
needed to assure successful execution of the mobilization program. Such 
controls will apply to employers, to workers, or to both. They will include 
(1) restricting indiscriminate labor turn-over through control of separations; 
(2) giving effect to manpower allocations by placing employment ceilings on 
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employers with respect to the total number of workers, the number of men 
or the number in particular skills; (3) controlling of employer hiring; and 
(4) enforcing adherence to utilization standards, including full use of women, 
handicapped workers, and minority groups. 

(g) All manpower programs will be geared to the needs and problems of 
specific geographical areas. 

(hk) As mutually desirable to the United States and friendly nations, 
workers will be brought into the United States for, or their services utilized 
within the borders of their own country on, work of value to the mobilization 
program. Full use of domestic manpower resources will be made before 
bringing in foreign workers. 

(7) Production will be scheduled, materials allocated, and procurement 
distributed with careful consideration of available manpower. Whenever 
feasible from an economic and security standpoint, production facilities, 
contracts, and significant subcontracts will be located at the sources of labor 
supply in preference to moving the labor supply. 

(7) The full understanding and assistance of labor organizations, employer 
associations, professional societies, civic and community groups, and State 
and local governments will be sought in carrying out these functions. 

(k) Each department will, itself, implement the policy and be responsible 
for its supervision. 

Despite the enunciation of this policy, Senators have been receiving 
letters from sma]l manufacturers complaining that their technical, 
trained manpower was being drafted, caJled to active service as re- 
servists, or leaving for larger plants which already bad defense con- 
tracts. 

Complaints from small manufacturers concerning their manpower 
problems were so numerous that the Senate Small Business Committee 
established a Manpower Subcommittee, with Senator William Benton, 
chairman, and Senators Russell B. Long and Andrew F. Schoeppel, 
members, to explore the effects of the present manpower policies upon 
small manufacturing plants. 

The Manpower Subcommittee held hearings on March 6, 7, and 22, 
1951, to hear the testimony of Defense Department officials concern- 
ing the military manpower needs, Government officials concerned with 
the formation of national manpower policies in line with the Presi- 
dent’s directive, and small-business men on their manpower troubles. 

Since the majority of complaints received from small-business men 
was concerned with the loss of manpower from their plants to active 
military service—through the Selective Service and the calling up of 
Reserves—the Manpower Subcommittee heard testimony from the 
following Selective Service and Defense Department officials: Selec- 
tive Service Director, Maj. Gen. Lewis B. Hershey; Deputy Director 
of Selective Service, Gen. Louis N. Renfrow; Assistant Secretary of 
Defense for Manpower, Mrs. Anna M. Rosenberg. 

Government officials connected with the civilian problems of man- 
power who testified were: Robert C. Goodwin, Executive Director 
of the Office of Defense Manpower, Department of Labor; Edwin T. 
Gibson, then Deputy Administrator to Defense Production Admin- 
istrator Harrison; Dr. Arthur S. Flemming, Assistant in Charge of 
Manpower Problems, Office of Defense Mobilization. 

Small-business representatives who came before the Manpower Sub- 
committee were: 5. Abbot Smith, president of the Thomas Strahan 
Co., Chelsea, Mass.; Franklin S. Harris, vice president of production, 
Kerite Co., Seymour, Conn.; B. J. Green, manager, Plumbium 
Corp., Bristol, Tenn.; and Philip R. Marsilius, secretary, the Producto 
Machine Co., Bridgeport, Conn. 
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The testimony of these witnesses brought sharply into focus that 
part of the difficulty of small manufacturers in keeping their skilled 
manpower for civilian production grows from the lack of coordinated, 
over-all national policy for the effective utilization of manpower. 
Time and time again throughout the hearings, this was stated. 
Small-business man Mr. S. Abbot Smith finished his testimony before 
the committee by saying: 

To sum up, we need a clear national policy on manpower needs and the plans 
for filling those needs so that the individuals concerned both of draft age and in 
the Reserves and business know what to expect and can make definite plans 
accordingly. 

This apparent lack of a clearly implemented over-all manpower 
policy since Korea has hit hardest on smaller business. The departure 
of one or two workers can virtually strip a small business of its life- 
blood and know-how. Mr. S. Abbot Smith aptly stated in his 
testimony why the manpower problems are more magnified in small 
business than in larger ones: 

One of the major differences between large and small business is that large 
business has many men in each department and overlapping in their functions, 
while in small business there is usually only one man performing each function, 
if, indeed, the one man does not perform several functions. Take one or several 
men from the large business, there are others ready to cover up, but if one of these 
keymen is taken from small business it leaves a hole which cannot be filled and 
frequently means the disintegration of the business. 

The sudden call on our manpower resources after Korea disrupted 
our manpower picture. The military needed men in a hurry and 
defense industries needed workers. Both were stripping the smaller 
segments of civilian industry for manpower. Edwin T. Gibson, head 
of the Defense Production Administration, stated this problem before 
the Manpower Subcommittee when he said: 

We must avoid creating a situation where both the military forces and the 
productive economy are dependent upon the same individuals. If the military 
forces, defense industries, and essential activities are to operate effectively within 
the limits of the available manpower pool, we must build a system which recog- 
nizes the relative. manpower needs of each claimant group. 

After Korea, when the military became the front line of emergency, 
it had first call on manpower. With our Armed Forces smaller last 
June 25 than at the time of Pearl Harbor, the military hurriedly called 
men to active service who may have been more essential to the Nation 
as trained workers in defense production. Because of the immediate 
need for trained soldiers, the military relied largely on reservists and 
National Guard units rather than upon green, untrained draftees. 
One out of every three reservists are over draft age, served during 
World War II, and find themselves faced again with having to give up 
their civilian lives for the service of their country. These men in 
many instances have established themselves in business and their 
departure into the armed services is forcing their businesses to close, 
is wiping out their life savings invested in the business, and weakening 
the competitive economy of the country. 

One such witness testifying at the hearings was a 32-year-old first 
lieutenant in the Signal Corps Reserve, U mnited States Army, who 
had served during World War II. He is now the active operating head 
of a very small manufacturing company which he and his cousin 
started in 1949. He was recalled to active duty November 1950, 
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received a 60-day delay until January 1951, applied again in January 
for another delay and was turned down. By appeal to the next higher 
military headquarters he was granted another 90-day delay and was 
expected to report in April for active duty. His manufacturing 
company would have had to shut down because there was no possible 
replacement for him; he virtually ran the business, did everything 
from designing the tools to sweeping the floor, was the overseer of his 
seven employees. Nobody else could have taken the job for as small 
a salary as he would be able to pay or with the experience he has had 
in developing the company from the ground up. If his company 
closed its doors, his life savings, his cousin’s life savings, and borrowed 
capital would be lost and irretrievable. This company manager 
again applied, finally went to Army headquarters, presented his case 
before an appeals board, and was granted a cancellation of orders. If 
the Army appeals board finally decided on such a cancellation, the 
question would seem to arise, Should he be in the Reserves at all? 

He commented upon this at the hearings: 

The only recommendation that I can make is that the Army or the services 
review their Reserve rolls and determine what has happened to these reservists 
in that period of time. Then probably there would be only one of two choices, 
or both of two choices that would be available; one that the reservist resign, be- 
cause none of these benefits that do belong to reservists should acerue to them if 
they are not available for active duty. If their position to the civilian economy 
and to the defense economy is so important that they are more important where 
they are rather than in the Army, they have no right to obtain the benefits of 
reservists and should be permitted to resign. On the other hand, they could 
possibly be allowed to stay where they are only so long as they were able to demon- 
strate their necessity to the defense program. It might act, let us say, as a club 
over the heads of some of these smaller businesses to take on defense work that 
they might not take on otherwise. 

The uncertainties faced by reservists have often prevented them 
from getting civilian jobs because they might soon be called to active 
service. At the manpower hearings, Mr. S. Abbot Smith expressed 
this to the committee: 

Any number of young men have come to our plant looking for a job. In spite 
of the need for men, no one will hire them for they are either of draft age or in the 
teserves. Consequently, no one wants to hire them, spend time and money 
breaking them in, and then lose them just when they are becoming worth some- 
thing in the job. 


Mrs. Anna Rosenberg, Assistant Secretary of Defense for Manpower, 
commented that the c alling up of Reserves may not have always been 
in the best interests of effective utilization of manpower: 

I will not pretend, however, that we have always been successful in avoiding 
the call-up of men who possessed essential civilian skills. In the anxious weeks 
that followed the Communist attack in Korea, it became necessary to call large 
numbers of reservists because of our desperate shortage of trained troops and our 
inability to train more men quickly enough to answer General MacArthur’s 
urgent call. It is unquestionably true that some of those who were rushed back 
into uniform in that hectic period were persons making an important contribution 
to the defense effort at home and who might have been entitled to deferment had 
the military need been less great. 

Since the committee hearings, the Defense Department has made 
steps to modernize the Reserve lists by dividing the Reserves into three 
categories: Active, Volunteer, and Inactive. The Active are those 
who are with a unit, receive a certain amount of training, are paid for 
the time they spend at this training, and are available for immediate 
call. The Volunteer Reserves are those who are with a “‘paper unit,” 
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receive retirement benefits but no pay. The Inactive are with no 
unit, receive no retirement pay. With these new categories established, 
the Defense Department is beginning to screen more thoroughly and 
adequately the calling up of Reserves. Unless the international situa- 
tion changes, few Army and Air Corps Inactive Reserves will be called 
and many reservists called hurriedly during the first stages of the 
Korean emergency will be transferred back to civilian status. As of 
October 31, 1950, the armed services were, because of the emergency, 
largely made up of reservists and National Guard men. There were 
approximately four times as many reservists and National Guard men 
as inductees and professional soldiers. By July 1951 plans are that 
this ratio will be almost reversed. As the broad base of military 
personnel is built up, the Nation will need to rely less and less on the 
older Reserve group who have already served in World War II. 
ic “phasing” programs and further recall policies will make it 

sasier for a reservist to know whether or not he is apt to be called, so 
that he can take a job with some assurance to himself and the company 
that he will be able to stay with it for a reasonable length of time. 

Although the small manufacturing companies have been crippled by 
the military demands on reservists, small companies have not yet 
noticeably felt the effect of the younger draft-age group going into 
active service. Over a long period, however, there will be a noticeable 
loss of skilled workers. The statement of Mr. Philip Marsilius, con- 
cerning the training needed for the machine tool and die industry, an 
industry consisting largely of small, independent businesses, empha- 
sizes the need for some system of occupational deferments: 

The idea is entirely fallacious that men under 26 can hardly be highly skilled. 
With a 4-year apprenticeship training normally starting at 17 or 18, the apprentice 
becomes a journeyman tool and die maker at 21 to 22, long before he reaches the 
age of 26. Even after only a year or so in the shop, the apprentice has an im- 
portant start on his training. But in World War II practically all of them were 
drafted, and the process has already started over again. * * * 

The many allowable reasons for deferment besides occupation have resulted in 
no great drain vet except in the case of apprentices. But the situation is critical 
because the dependency and other present grounds for deferment may be cut 
away at any time. And the pressure on Selective Service to get all the men 
possible out of the present age range of 19 to 25, inclusive, before going either to 
the 18- or 26-year-olds is causing some of the local boards to close their eves to the 
need for occupational deferments to keep industry strong for production. * * * 

Selective Service should be that in fact as well as name. 

The autonomy of the local draft boards throughout the country 
makes it particularly difficult to inaugurate a national policy on 
industrial deferments. There are far fewer industrial deferments 
today than during World War IT. Maj. Gen. Lewis B. Hershey, 
Director of Selective Service, posed the problem of deferments at the 
manpower hearings: 

You can’t have vour cake and eat it too. That is a blunt way of saying that 
if we aren’t allowed to take very substantial quantities of men between the ages 
of 18 or 19 and 26, if great numbers are to be deferred because of occupation 
along with the others now exempt. by law or deferred by regulations, then there 
is only one way left to meet the demand for military manpower which must be 
met if we have intention of survival. That is by yielding to the pressure and 
raising the age limit. * * * Ihave many times advised employers to search 
both fact and conscience before requesting deferments. If fact and conscience 
agree that the request should be made for deferments, then deferments should 
be requested. If there is no such agreement between fact and conscience, there 


should be no attempt to cheat the Armed Forces of men sorely needed. Those 
may be harsh words, but they are very true. 
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The very nature of many smaller businesses can make each employee 
essential. It is the smaller plants that can sorely feel the gap caused 
by the departure of even one draftee. 

Another avenue of the manpower problem as it affects small business 
is the dilemma faced by small plants while they are curtailing civilian 
production because of the scarcity of materials but have not yet been 
able to obtain defense contracts or subcontracts. During this vacuum 
of no work, their labor forces leave and head for the larger businesses 
with defense work. Mr. Franklin S. Harris, of the Kerite Co., 
manufacturers of cable, in Seymour, Conn., told that when his com- 
pany was cut off from rubber supplies it had to cut down 25 percent 
of its working force: 


After a period of 3to 4 months * * * when the CMP gets going, we will 
have supplies, lsut we will not have the manpower. We stand a good chance of 
losing 50 perceat of our force. There is probably a large percentage of that that 
we will never get back again. Unfortunately, most of our force are local people 
that we would like to employ. It means disruption of their lives and extremely 
disrupts the picture as far as we are concerned. 


These hearings on manpower problems as they affect small business 
did not appear to indicate any present need for legislative recom- 
mendations or action. They did, however, underscore the necessity 
for a closer following of the President’s January directive. It is en- 
couraging to note, since the conclusion of these hearings, the bulletin 
issued by the Assistant Secretary of Defense for Manpower and Per- 
sonnel, Manpower and Personnel Controls in the Department of 
Defense. Chapter III of that bulletin is entitled ‘‘Policies and Objec- 
tives for Improved Manpower Management Controls.” It is re- 
printed here because it shows that now a real effort is being made to 
utilize effectively the available manpower. 


PoLIcIES AND OBJECTIVES FOR IMPROVED MANPOWER MANAGEMENT CONTROLS 


1. The experience of recent months in the Department of Defense has been 
crystallized in the following policies and objectives. They are designed to insure 
that the manpower needs of the Department of Defense are no more than are 
required to do the job and to see that the abilities and skills of individuals are 
fully used. They also consider using women, the physically handicapped, and 
minority groups in accord with the national manpower mobilization policy 
announced by the President on January 17, 1951. 

2. Each service will be responsible for effective manpower management within 
its own sphere. The Assistant Secretary of Defense (Manpower and Personnel) 
is responsible for over-all management of manpower within the Department of 
Defense. Basic policies, objectives, and guidance will be provided the services, 
after securing the service viewpoint, to guide them in carrying out Department of 
Defense objectives. 

3. The basic policies are- 

(a) The size of the Armed Forces will be adjusted to the minimum required 
to meet the strategic plans and state of readiness approved by the Joint 
Chiefs of Staff. 

(b) The services will implement the manpower policies of the Department 
of Defense and will be responsible for results. 

(c) The greatest care will be exercised to assure that the supply of persons 
possessing critical skills will be distributed among the services in a manner 
which will contribute most to the military program of the Nation. 

(d) Military personnel requirements will be met by using women, limited- 
service personnel, and minority groups to the extent that they can be used 
effectively and in consideration of the size of force and other factors related 
to required state of readiness. 
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(e) Department of Defense needs for civilian personnel will be met in 
accord with the President’s national manpower mobilzation policy. 


4. The operating plan of the Department of Defense for improved manpower 
control has the following objectives: 


(a) To provide the services improved guidance on which manpower re- 
quirements, both for quality and quantity, can be stated. 

(b) To integrate the manpower aspects of programs initiated in the Joint 
Chiefs of Staff, the Assistant Secretary (Comptroller, OSD), and the Muni- 
tions Board. 

(c) To insure that each service has a systematic and effective procedure 
for making estimates of minimum manpower required to execute strategic 
plans, for keeping manpower in balance as programs change, and for using 
each person in the capacity in which he can contribute most. Service pro- 
grams must provide— 


(1) Centralized responsibility for manpower control, both military 
and civilian. 

(2) Standards for determining the minimum number of people, 
military and civilian, needed for the forces to fight under strategic plans. 

(3) A continuing procedure for keeping the use of manpower in balance 
with changes in plan. : 

(4) A procedure for stimulating progressive improvement in the place- 
ment and use of individual skills. 

(d) To review the manpower requirements of the Department of Defense 
to assure that they are no greater than necessary, to keep them in balance 
with changes in plan, and to see that they are in accord with the policies 
and guidance of the Department of Defense. 

(e) To allocate manpower to the services according to approved plans and 
policies. 

(f) To review the use of manpower allocated to the services to see that it 
is in accord with approved plans and conforms to policies of the Department 
of Defense. 

(g). To encourage improvements in manpower management within the 
Department of Defense by identifying outstanding improvements within 
any service and bringing them to the attention of others within the Depart- 
ment. 


(h) To initiate such corrective action as may be necessary to improve the 
use of manpower within the Department of Defense. 


CONCLUSIONS AND RECOMMENDATIONS 


The Senate Small Business Manpower Subcommittee recognizes, 
on the strength of the testimony it has taken, the great complexities 
of the questions involved. It reaffirms the fact that the primary goal 
of any form of Federal control of manpower is to utilize manpower so 
that it will best serve the purposes of all our people in the building of 
the defense effort and at the same time spread the burdens of sacrifice 
for defense equally throughout the Nation. 

However it is the judgment of the subcommittee that within this 
framework much more consideration should be given by the Federal 
departments concerned with manpower to the legitimate needs of 
smaller, individual, productive businesses. It is the judgment of the 
subcommittee that the Government agencies fundamentally do not 
appreciate the great productivity of the hundreds of thousands of 
such small businesses and the contribution that this productivity can 
make in keeping America strong and free. It is these smaller busi- 
nesses which contribute the high percentage of inventiveness and 
imagination to the economy as weil as fostering competition upon 
which the free enterprise system develops. 

It is impossible at this time or at any time to freeze into a fixed 
pattern the Government manpower policies in relation to small inde- 
pendent businesses when the current rapid expansion of the armed 
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services still has the first callon manpower. Policies can be justifiable 
now which a year later are no longer suitable. As we move forward 
in the face of the world crisis, grow stronger and come into a more 
satisfactory balance in our war effort, we can and must become in- 
creasingly alert to these many manpower problems such as the need 
for maintaining the small, productive enterprises. 

The Senate Small Business Manpower Subcommittee, rather than 
sponsoring any specific legislation or at this time recommending any 
specific course of action to each and every Government department 
concerned with manpower, now asks the Government agencies to out- 
line briefly their manpower proposals, objectives, and plans as they 
affect the smaller independent businesses. Further, the subcommittee 
suggests that such a report be requested every 6 months during the 

eriod of this crisis from the administrators of the Department of 

Defense, the Department of Labor, the Department of Commerce, 
and from the Manpower Coordinating Committee in the Office of 
Defense Mobilization. 


OC 








<i, 


a 


Calendar No. 419 


82p CoNnGREss SENATE Report 
Ist Session No. 439 





AMENDING SECTION 824 OF THE CODE OF LAWS FOR 
THE DISTRICT OF COLUMBIA 


JUNE 18 (legislative day, May 17), 1951.—Ordered to be printed 


Mr. Jonnston of South Carolina, from the Committee on the District 
of Columbia, submitted the following 


REPORT 


[To accompany §. 258] 


ie Committee on the District of Columbia, to whom was referred 
the bill (S. 258) to amend section 824 of the Code of Laws for the 
‘District of Molumbia, after full consideration, report favorably 
thereon and.awécommend that the bill do pass. 

The purpose of this bill is to make trespass upon public property or 
grounds, or upon the grounds of private buildings (whether enclosed 
or not) in the District of Columbia, a misdemeanor. The present 
law of trespass covers only private buildings. Acts of vandalism 
particularly on school properties, have occurred which this bill will 
assist in correcting. The bill has the approval of the District of 
Columbia Commissioners, and the Board of Education. A similar 
bill was passed in the Senate in the Eight y-first Congress. 

The bill was reported favorably by the full committee. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of Rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


(31 Stat. 1324, ch. 854, sec. 824) 


(UNLAWFUL ENTRY ON PRIVATE PROPERTY.—Any person who, without lawful 
authority, shall enter, or attempt to enter, a private dwelling or building against 
the will of the lawful occupant thereof, or being therein, without lawful authority 
to remain therein, shall refuse to quit the same, on the demand of the lawful 
occupant thereof; or any person who, without lawful authority, shall enter, or 
attempt to enter, an unoccupied private dwelling or building against the will or 
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consent of the lawful owner thereof, or his duly authorized agent, or being therein, 
without lawful authority to remain therein, shall refuse to quit the same on the 
demand of the lawful owner thereof, or his duly authorized agent, shall be deemed 
guilty of a misdemeanor, and on conviction thereof shall be punished by a fine 
not exceeding fifty dollars or imprisonment in the jail for not more than six 
months, or both, in the discretion of the court.] 

Sec. 824. UNLAWFUL ENTRY ON PUBLIC OR PRIVATE PROPERTY.—Any person 
who, without lawful authority, shall enter, or attempt to enter, any public or private 
dwelling, building, or other property, or part of such dwelling, building, or other 
property, against the will of the lawful occupant or of the person lawfully in charge 
thereof, or being therein or thereon, without lawful authority to remain therein or 
thereon shall refuse to quit the same on the demand of the lawful occupant, or of the 
person lawfully in charge thereof, shall be deemed guilty of a misdemeanor, and on 
conviction thereof shall be punished by a fine not exceeding $50 or imprisonment in 
jail for not more than six months, or both, in the discretion of the court. 
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REQUIRING THE TAKING AND DESTRUCTION OF DAN- 
GEROUS WEAPONS IN CERTAIN CASES 


JUNE 18 (legislative day, May 17), 1951.—Ordered to be printed 


Mr. Jounston of South Carolina, from the Committee on the District 
. of Columbia, submitted the following 


’ REPORT 


[To accompany 8. 493] 


‘The Committee on the District of Columbia, to which was referred 
the_bill (S. 493) to require the taking and destruction of dangerous 
wetpons in cédrtain cases, and for other purposes, having considered 

hepame, repert favorably thereon with amendments and recommend 
Int the bill as amended do pass. 

The amendments are as follows: 

Page 4, line}14, strike out the words “with the knowledge or consent 
of the S claiendt’’. and in lieu thereof insert the words ‘“‘by the claimant 
or with his knowledge or consent” 

Page 5, line 3, insert a new sentence at the end of subparagraph (f) 
as follows: 


In lieu of such destruction, any such serviceable dangerous article may, upon 
order of the Commissioners of the District of Columbia, be transferred to and used 
by any Federal or District Government law enforcing agency, and the agency 
receiving same shall establish property responsibility and records of these danger- 
ous articles. 

The purpose of the bill is to provide an orderly procedure for the 
disposal of pistols and other dangerous weapons w here they have been 
seized in the course of a lawful arrest or following a lawful search. In 
the past, the property clerk of the Metropolitan Police Department 
of the District of Columbia was authorized to dispose of such weapons 
only where the defendant had been convicted of a crime of violence. 

The bill provides protection for lawful owners of weapons, including 
the right of appeal to the courts, where title to such weapons is in 
dispute. The bill has the approval of the Board of Commissioners 
of the District of Columbia and the United States Department of 
Justice. The bill was reported favorably by the full committee. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule X XIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, 
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reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets; new matter is printed in italic; existing 
iaw in which no change is proposed is shown in roman): 


Sec. 18. (a) As used in this section, the term ‘dangerous article’ means (1) any 
weapon such as a pistol, machine gun, sawed-off shotgun, blackjack, slingshot, sandbag, 
or metal knuckles, or (2) any instrument, attachment, or appliance for causing the 
firing of any firearms to be silent or intended to lessen or muffle the noise of the firing 
of any firearms. 

(6) A dangerous article unlawfully owned, possessed, or carried is hereby declared 
to be a nuisance. 

(c) When a police officer, in the course of a lawful arrest or lawful search, discovers 
a dangerous article which he reasonably believes is a nuisance under subsection (b) 
he shall take it into his possession and surrender it to the property clerk of the Metro- 
politan Police Department. 

(d) (1) Within thirty days after the date of such surrender, any person may file 
in the office of the property clerk of the Metropolitan Police Department a written claim 
for possession of such dangerous article. Upon the expiration of such period, the 
property clerk shall notify each such claimant, by registered mail addressed to the 
address shown on the claim, of the time and place of a hearing to determine which 
claimant, if any, is entitled to possession of such dangerous article. Such hearing 
shall be held within sixty days after the date of such surrender 

(2) At the hearing the property clerk shall hear and receive evidence with respect 
to the claims filed under paragraph (1). Thereafter he shall determine which claimant, 
if any, is entitled to possession of such dangerous article and shall reduce his decision 
to writing. The property clerk shall send a true copy of such written decision to each 
claimant by registered mail addressed to the last known address of such claimant. 

(3) Any claimant may, within thirty days after the day on which the copy of such 
decision was mailed to such claimant, file an appeal in the municipal court for the 
District of Columbia. If the claimant files an appeal, he shall at the same time give 
written notice thereof lo the property clerk. If the decision of the property clerk is so 
appealed, the property clerk shall not dispose of the dangerous article while such appeal 
is pending and, if the final judgment is entered by such court, he shall dispose of such 
dangerous article in accordance with the judgment of such court. The municipal 
court for the District of Columbia is authorized to determine which claimant, if any, 
is entitled to possession of the dangerous article and to enter a judgment ordering a 
disposition of such dangerous article consistent with subsection (f). 

(4) If there is no such appeal, or if such appeal is dismissed or withdrawn, the 
property clerk shall dispose of such dangerous article in accordance with subsection (f). 

(5) The property clerk shall make no disposition of a dangerous article under this 
section, whether in accordance with his own decision or in accordance with the judg- 
ment of the municipal court for the District of Columbia, until the United States 
attorney for the District of Columbia certifies to him that such dangerous article will 
not be needed as evidence. 

(e) A person claiming a dangerous article shall be entitled to its possession only if 
(1) he shows on satisfactory evidence that he is the owner of the dangerous article or is 
the accredited representative of the owner, and that the ownership is lawful; and (2) he 
shows on satisfactory evidence that at the tume the dangerous article was taken into 
possession by a police officer it was not unlawfully owned and was not unlawfully 
possessed or carried by the claimant or with his knowledge or consent; and (3) the receipt 
of possession by him will not cause the article to be a nuisance. <A representative is 
accredited if he has a power of attorney from the owner. 

(f) If a person claiming a dangerous article is entitled to its possession as deter- 
mined under subsections (d) and (e), possession of such dangerous article shall be 
given to such person. If no person so claiming is entitled to its possession as deter- 
mined under subsections (d) and (e), or if.there be no claimant, such dangerous 
article shall be destroyed. In lieu of such destruction, any such serviceable dangerous 
argicle may, upon order of the Commissioners of the District of Columbia, be trans- 
ferred to and used by any Federal or District Government law enforcing agency, and 
the agency receiving same shall establish property responsibility and records of these 
dangerous articles. 

(g) The property clerk shall not be liable in damages for any action performed in 
good faith under this section. 
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PRESCRIBING THE WEIGHT TO BE GIVEN TO EVIDENCE OF TESTS 
OF ALCOHOL IN THE BLOOD, URINE, OR BREATH OF PERSONS 
TRIED IN THE DISTRICT OF COLUMBIA FOR CERTAIN OFFENSES 
COMMITTED WHILE OPERATING VEHICLES 


JUNE 18 (legislation day, May 17), 1951.—Ordered to be printed 


Mr. a, of South Carolina, from the Committee on the District 
of Columbia, submitted the following 


\ REPORT 


‘ 
‘ 
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[To accompany 8. 951} 


he Comniiittee on the District of Columbia, to whom was referred 
tho bill (S. 95'1) to prescribe the weight to be given to evidence of tests 
of alcohol inghe blood, urine, or breath of persons tried in the Dis- 
trict of Columbia for certain offenses committed while operating 
vehicles, having considered the same, report favorably thereon with 
an amendment and recommend that the bill as amended do pass. 

The amendment is as follows: 

Page 1, line 8, strike the figure “1923” and in lieu thereof insert 
the figure ‘11925’. 

The purpose of the bill is to create certain presumptions in criminal 
cases arising out of the operation of motor vehicles where claim is 
made that the defendant was under the influence of alcohol. The 
presence of five one-hundredths of 1 percent or less of alcohol in the 
blood or urine creates a presumption that the defendant was not under 
the influence of liquor, and the presence or 15 one-hundredths of 1 
percent or more creates a presumption that the defendant was under 
the influence of liquor. . If an analysis shows alcohol content between 
these figures, the results of the test may be admitted in evidence, but 
give rise to no presumptions. 

The standards applied by the act are those recommended by the 
American Automobile Association, the National Safety Council, and 
the National Temperance League, Inc. They also have the support 
of the medical profession. 

The bill would not require any person to submit to a test; it merely 
provides that if tests are taken they may, as at present, be used in 
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evidence. The statement of such statutory presumption will, how- 
ever, eliminate the need for expert medical testimony in each case to 
demonstrate the meaning of the tests which have been made. Such 
presumptions will aid in clearing the innocent, as well as in convicting 
the guilty. 

The bill was reported favorably by the full committee. 
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AMENDING AND REVISING THE DISTRICT OF COLUMBIA 
EMERGENCY RENT ACT 


JuNnE 18 (legislative day, May 17), 1951.—Ordered to be printed 


Mr. JouXston of South Carolina, from the Committee on the 
District of Columbia, submitted the following 


REPORT 
[To accompany 8. 1590] 


SThe Committee on the District of Columbia, to whom was referred 
TRe bill (S. 6590) to extend and revise the District of Columbia Emer- 
gency Rent, Act, after full consideration, report favorably thereon, 
with spon ape and recommend that the bill as amended do pass. 

The purfidse of this bill is to extend until June 30, 1952, rent control 
in the District of Columbia. The bill makes the following changes in 
existing law: 

(1) It allows landlords to charge 20 percent more than the rent 
fixed on June 1, 1941. Any increases since that time are to be de- 
ducted from the 20 percent. In the case of housing coming under 
controls since 1941, the bill allows an annual increment of 2 percent 
over the first rental. The rental of new housing is to be fixed by the 
Rent Control Administrator for the District of Columbia. 

(2) Under present law cooperative apartment houses are exempt 
from controls if 65 percent of existing tenants purchase apartments. 
In practice this provision has proved unwieldy. The present bill 
substitutes therefor a provision that such units are no longer subject 
to control if the purchaser makes a bona fide down payment of 30 per- 
cent of the purchase price. 

As under present law transient hotel accommodations, rooming 
houses, boarding houses, and lodging houses are not subject to controls. 

The bill was unanimously reported by the full committee. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, 
are shown as follows (existing law proposed to be omitted is enclosed 
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in black brackets, new matter is printed in italies, existing law in which 
no change is proposed is shown in roman): 


A BILL To regulate rents in the District of Columbia, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, 


PURPOSES, TIME LIMIT 


Section 1. (a) It is hereby found that the national emergency and the national- 
defense program (1) have aggravated,the congested situation with regard to housing 
accommodations existing at the seat of government; (2) have led or will lead to 
profiteering and other speculative and manipulative practices by some owners 
of housing accommodations; (3) have rendered or will render ineffective the 
normal operations of a free market in housing accommodations; and (4) are making 
it increasingly difficult for persons whose duties or obligations.-require them to 
live or work in the District of Columbia to obtain such accommodations. Where- 
upon it is the purpose of this Act and the policy of the Congress during the existing 
emergency to prevent undue rent increases and any other practices relating to 
housing accommodations in the District of Columbia which may tend to increase 
the cost of living or otherwise impede the national-defense program. 

(b) The provisions of this Act, and all regulations, orders, and requirements 
thereunder, shall terminate on [June 30, 1951] June 30, 1952, except that as to 
offenses committed, or rights or liabilities incurred, prior to such expiration date, 
the provisions of this Act and such regulations, orders, and requirements, shall be 
treated as still remaining in force for the purpose of sustaining any proper suit. 
action, or prosecution with respect to any such fight, liability, or offense. 

(Sec. 2. Maximum Rent CEILINGs AND Minimum Service STanDARDs.—(1) 
On and after the thirtieth day following the enactment of this Act, subject to such 
adjustments as may be made pursuant to sections 3 and 4, maximum-rent ceilings 
and minimum-service standards for housing accommodations excluding hotels, 
in the District of Columbia shall be the following: 

{(a) For housing accommodations rented on January 1, 1941, the rent and 
service to which the landlord and tenant were entitled on that date. 

[(b) For housing accommodations not rented on January 1, 1941, but which 
had been rented within the year ending on that date, the rent and service to 
which the landlord and tenant were last entitled within such year. 

{(c) For housing accommodations not rented on January 1, 1941, nor within the 
year ending on that date, the rent and service generally prevailing for comparable 
housing accommodations as determined by the Administrator. 

(2) On and after the thirtieth day following the enactment of this Act, the 
landlord or other person in charge of and conducting any hotel in the District of 
Columbia shall post in a conspicuous place in each room thereof used for living 
or dwelling purposes, a card or sign plainly stating the rental rate per day of such 
room, and a copy of such rates for each room shall be filed with the Administrator. 
Subject to such adjustment as the Administrator may determine to be necessary 
in order that said rates shall conform to the standard set forth in this section and 
to such adjustment as may be made pursuant to sections 3 and 4, said rates when 
posted and filed with the Administrator, shall constitute the maximum-rent 
ceiling for the housing accommodations specified: Provided, That the transient 
rates so posted shall not exceed the established or standard rate charged by the 
landlord as of January 1, 1941, except that after written notice by the landlord 
to the Administrator such landlord may make such addition or deduction to or 
from such rate as will compensate for (1) a substantial change since January 1, 
1941, in maintenance or operating costs or expenses, or (2) a substantial capital 
improvement or alteration made since January 1, 1941, and such addition or 
deduction shall be subject to review by the Administrator, and he may by order 
adjust such maximum-rent ceiling to provide the rental rate generally prevailing 
for comparable housing accommodations as determined by the Administrator. 
Posted rates shall conform to the following: 

[(a) In the case of apartment units, the rental rate shall be that which the lana- 
lord was entitled to receive on January 1, 1941, except in those instances where it 
is shown that a special rate less than the established or standard rate charged by 
the landlord as of January 1, 1941, was being charged, a rate may be posted at 
such established or standard rate: Provided, That the rate being charged the cur- 
rent occupant shall not be increased. 
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[(b) Where apartment units are changed from furnished to unfurnished, or 
vice versa, the rate shall be that charged by the landlord for comparable housing 
accommodations on January 1, 1941: Provided, That no such change may be 
made without the consent of the current occupant, if there be one. 

{(c) Where housing accommodations are changed from permanent to transient 
use, the rate shall not exceed that posted for comparable accommodations. 

[(d) In the case of a hotel not in operation January 1, 1941, the rental rates 
posted shall be the rates generally prevailing for comparable housing accommo- 
dations. 

{(e) For the purposes of this section, the term “‘hotel’’ means an establishment 
operating under a hotel license and having in excess of 50 rooms used predomi- 
nately for transient occupancy, that is, for living quarters for nonresidents upon a 
short-time basis. 

[(3) After April 30, 1948, the provisions of this Act shall not apply to the follow- 
ing housing accommodations, and no maximum rent ceilings or minimum service 
standards shall be prescribed with respect thereto: 

([(a) Any housing accommodations in hotels, which accommodations are used 
exclusively for transient occupancy, that is, for living quarters for nonresidents 
upon a short-time basis; 

[(b) Any housing accommodations the construction of which was completed 
after March 31, 1948, or which are additional housing accommodations created 
by conversion after March 31, 1948, except as hereinafter provided; 

{(c) Nonhousekeeping, furnished housing accommodations, located within a 
single dwelling unit not used as a rooming or boarding house, but only if (A) no 
more than two paying tenants, not members of the landlord’s immediate family, 
live in such dwelling unit, and (B) the remaining portion of such dwelling unit is 
occupied by the landlord or his immediate family. 

((4) The Administrator is authorized and directed to determine maximum rent 
ceilings and minimum service standards for all housing accommodations which are 
additional housing accommodations created by conversion after the effective date 
of this amendatory Act at a cost of less than $1,500: Provided, That the Adminis- 
tr°tor shall consider increased cost of construction in making any determinations 
of maximum rent ceilings and minimum service standards for such housing accom= 
modations. 

[(5) (a) After June 30, 1950, the provisions of this Act shall not apply to, and 
no maximum rent ceiling or minimum service standards shall be prescribed for, 
any furnished nonhousekeeping housing accommodations which are rented as 
rooms without kitchen privileges or facilities for cooking (but not in a suite of 
two or more rooms), and when and for such period as any of the housing accom- 
modations in any building used as a rooming house are decontrolled under this 
paragraph (a) the provisions of this Act shall not apply to, and no maximum rent 
ceilings or minimum service standards shall be prescribed for, such building. 

{(b) After June 30, 1950, self-contained family units (as defined by regulations 
issued by the Administrator) located in hotels shall continue to be housing accom- 
modations subject to maximum rent ceilings and minimum service standards 
unless the Administrator issues an order decontrolling them, or any of them, 
which he shall issue if he finds that such hotel is primarily engaged in furnishing 
accommodations for transients. ] 


MAXIMUM-RENT CEILINGS AND MINIMUM-SERVICE STANDARDS 


Sec. 2. Subject to such adjustments as may be made pursuant to sections 3 and 4, 
maximum-rent ceilings and minimum-service standards for housing accommodations 
in the District of Columbia shall be the following: 

(1) For housing accommodations rented on January 1, 1951, and not under 
control under this Act prior to that date, the rent and service to which the landlord 
and tenant were entitled on that date. 

(2) For housing accommodations not rented on January 1, 1951, but which 
had been rented within the year ending on that date, and not under control under 
this Act during that year, the rent and service to which the landlord and tenant 
were last entitled within such year. 

(3) For housing accommodations not rented on January 1, 1951, or within the 
year ending on that date, and not covered by subsection (4) hereof, the rent and 
service generally prevailing for comparable housing accommodations as deter- 
mined by the Administrator. 

(4) For housing accommodations under control under this Act on December 31, 
1950, the rent and service to which the landlord and tenant were entitled on 
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June 15, 1951, except that upon the filing, by any landlord of any housing accom- 
modations covered by this subsection, of a new rent schedule on a form prescribed 
by the Administrator and setting forth the pertinent circumstances as indicated 
by such form, the rent and service shall be ajdusted and automatically effective 
upon the date of filing thereof, (A) for housing accommodations rented on January 
1, 1941, or within the year ending on that date, so that the maximum-rent ceiling 
shall be increased to 20 per centum above the rent heretofore frozen at the level 
of January 1, 1941, or the last rent in the year 1940, whichever was applicable, 
plus, the upward adjustments heretofore authorized by General Orders 12 and 13 
of the Administrator; and (B) for housing accommodations not rented on January 
1, 1941, or within the year ending on that date, so that the mazimum-rent ceiling 
shall be increased by 2 per centum per year for each calendar year ending after 
rent schedules for such housing accommodations were first filed in the office of 
the Administrator, for the calendar years 1941 to 1950, inclusive, to the extent 
applicable, plus the upward adjustments heretofore authorized by General Orders 
12 and 13 of the Administrator. 

[Sec. 3. Generat ADJUSTMENT OF Maximum Rent CerLtincs.— Whenever in 
the judgment of the Administrator a general increase or decrease since January 1, 
1941, in taxes or other maintenance or operating costs or expenses has occurred 
or is about to occur in such manner and amount as substantially to affect the 
maintenance and operation of housing accommodations generally or of any par- 
ticular class of housing accommodations, he may by regulation or order increase or 
decrease the maximum-rent ceiling or minimum-service standard, or both, for 
such accommodations or class thereof in such manner or amount as will in his 
judgment compensate, in whole or in part, for such general increase or decrease. 
Thereupon such adjusted ceiling or standard shall be the maximum-rent ceiling or 
minimum-service standard for the housing accommodations subject thereto.] 


GENERAL AND SPECIAL ADJUSTMENTS 


Sec. 3. (a) Whenever in the judgment of the Administrator a general increase or 
decrease since January 1, 1951, in taxes or other maintenance or operating costs or 
“expenses has occurred or is about to occur in such manner and amount as substantially 
to affect the maintenance and operation of housing accommodations generally or of 
any particular class of housing accommodations, he may by regulation or order in- 
crease or decrease the maximum-rent ceiling or minimum-service standard, or both, 
for such accommodations or class thereof in such manner or amount as will in his judg- 
ment compensate, in whole or in part, for such general increase or decrease. There- 
upon such adjusted ceiling or standard shall be the maximum-rent ceiling or min- 
imum-service standard for the housing accommodations subject thereto. 

(6) Upon a showing by any landlord of good cause in the judgment of the Adminis- 
trator that the maximum-rent ceiling on any housing accommodation is substantially 
lower than the maximum-rent ceiling for comparable housing accommodations located 
within the same building or group of buildings operated by the same landlord as a 
single operation, the Administrator may, by special order under this section, adjust 
such lower ceiling so as to equalize the same with such higher ceiling, and thereupon 
such adjusted ceilings shall be the maximum-rent ceilings for the housing accommoda- 
tions subject to such special order. 

(c) Upon the showing by any landlord to the satisfaction of the Administrator that 
the maximum-rent ceilings, on any comparable housing accommodations located 
within the same building or group of buildings operated by the same landlord as a 
single operation, will vary in amount due to the effect of General Orders 12 and 13 or 
similar general orders, the Administrator may, by special order under this section, 
adjust any or all of such ceilings so as to equalize the same, and thereupon such 
adjusted ceilings shall be the maximum-rent ceilings for the housing accommodations 
subject to such special order. 

[Sec. 4. Petirion ror ApJusTmMENT.—(a) Any landlord or tenant may peti- 
tion the Administrator to adjust the maximum-rent ceiling applicable to his 
housing accommodations on the ground that such maximum-rent ceiling is, due 
to peculiar circumstances affecting such housing accommodations, substantially 
higher or lower than the rent generally prevailing for comparable housing accom- 
modations; whereupon the Administrator may by order adjust such maximum- 
rent ceiling to provide the rent generally prevailing for comparable housing 
accommodations as determined by the Administrator. 

{(b) Any landlord may petition the Administrator to adjust the maximum-rent 
ceiling or minimum-service standard, or both, applicable to his housing accom- 
modations to compensate for (1) a substantial rise, since January 1, 1941, in taxes 
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or other maintenance or operating costs or expenses, or (2) a substantial capital 
improvement or alteration made since January 1, 1941; whereupon the Adminis- 
trator may by order adjust such maximum-rent ceiling or minimum-service 
standard in such manner or amount as he deems proper to compensate therefor, 
in whole or in part, if he finds such adjustment necessary or appropriate to carry 
out the purposes of this Act: Provided, That no such adjusted maximum-rent 
ceiling or minimum-service standard shall permit the receipt of rent in excess of 
the rent generally prevailing for comparable housing accommodations as deter- 
mined by the Administrator: Provided further, That the Administrator may by 
order adjust the maximum rent ceiling or minimum service standard hereunder 
although the landlord fails to produce evidence of facts occurring in the period 
from January 1, 1941, to December 31, 1945, if the landlord proves circumstances 
Which in the opinion of the Administrator excuse the failure to produce evidence 
of such facts.] 

[(c) Any tenant may petition the Administrator on the ground that the service 
supplied to him is less than the service established by the minimum-service 
standard for his housing accommodations, but in the case of a hotel, is less than 
the established or standard service supplied as of January 1, 1941; whereupon the 
Administrator may order that the service be maintained at such minimum- 
service standard, or that the maximum-rent ceiling be decreased to compensate 
for a reduction in service, as he deems necessary or appropriate to carry out the 
purposes of this Act. 

{(d) Any landlord may petition the Administrator for permission to reduce the 
service supplied by him in connection with any housing accommodations; where- 
upon the Administrator, if he determines that the reduction of such services is 
to be made in good faith for valid business reasons and is not inconsistent with 
carrying out the purposes of this Act, may, by order, reduce the minimum-service 
standard applicable to such housing accommodations and adjust the maximum- 
rent ceiling downward in such amount as he deems proper to compensate therefor. 

{(e) Any tenant may petition the Administrator to adjust the maximum-rent 
ceiling applicable to his housing accommodations on the ground that such maxi- 
mum-rent ceiling permits the receipt of an unduly high rent; whereupon the 
Administrator may by order adjust such maximum-rent ceiling in such manner 
or amount as shall, in his judgment, effectuate the purposes of this Act, and provide 
a fair and reasonable rent for such housing accommodations. 

{(f) A petition made pursuant to this section shall be subject to the provisions 
of sections 8 and 9 of this Act. Any adjusted maximum-rent ceiling or minimum- 
service standard ordered pursuant to this section shall be the maximum-rent 
ceiling or minimum-service standard for the housing accommodations subject 
thereto; except that in the event that the adjustment order is stayed or set aside 
by the court in accordance with section 9 of this Act, the maximum-rent ceiling 
and minimum-service standard theretofore applicable to such housing accommo- 
dations under this Act shall remain in full force and effect. ] 


PETITION FOR ADJUSTMENT 


Sec. 4. (a) Any landlord or tenant may petition the Administrator to adjust the 
maximum-rent ceiling applicable to his housing accommodations on the ground that 
such maximum-rent ceiling is, due to peculiar circumstances affecting such housing 
accommodations, substantially higher or lower than the rent generally prevailing for 
comparable housing accommodations; whereupon the Administrator may by order 
adjust such maximum-rent ceiling to provide the rent generally prevailing for com- 
parable housing accommodations as determined by the Administrator. 

(b) Any landlord may petition the Administrator to adjust the maximum-rent 
ceiling or minimum-service standard, or both, applicable to his housing accommoda- 
tions to compensate for (1) a substantial rise in taxes or other maintenance or operating 
costs or expenses over those prior to January 1, 1951, or (2) a substantial capital 
improvement including furniture and furnishings or alteration made since January 
1, 1951; whereupon the Administrator may by order adjust such maximum-rent 
ceiling or minimum-service standard in such manner or amount as he deems proper to 
compensate therefor, in whole or in part, if he finds such adjustment necessary or 
appropriate to carry out the purposes of this Act: Provided, That no such adjusted 
maximum-rent ceiling or minimum-service standard shall permit the receipt of rent 
in excess of the rent generally prevailing for comparable housing accommodations as 
determined by the Administrator. 

(c) Any tenant may petition the Administrator on the ground that the service 
supplied to him is less than the service established by the minimum-service standard 
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for his housing accommodations; whereupon the Administrator may order that the 
service be maintained at such minimum-service standard, or that the marimum-rent 
ceiling be decreased to compensate for a reduction in service, as he deems necessary 
or appropriate to carry out the purposes of this Act. 

(d) Any landlord may petition the Administrator for permission to reduce the 
service supplied by him in connection with any housing accommodations; whereupon 
the Administrator, if he determines that the reduction of such service is to be made 
tn good faith for valid business reasons and is not inconsistent with carrying out the 
purposes of this Act, may, by order, reduce the minimum-service standard applicable 
to such housing accommodations and adjust the maximum-rent ceiling downward in 
such amount as he deems proper to compensate therefor. 

(e) Any tenant may petition the Administrator to adjust the marimum-rent ceiling 
applicable to his housing accommodations on the ground that such maximum-rent 
ceiling permits the receipt of an unduly high rent; whereupon the Administrator may 
by order adjust such maximum-rent ceiling in such manner or amount as shall, in his 
judgment, effectuate the purposes of this Act and provide a fair and reasonable rent 
for such housing accommodations, but not less than the generally prevailing rate for 
comparable housing accommodations. 

(f) A petition made pursuant to this secticn shall be subject to the provisions of 
sections 8 and 9 of this Act. Any adjusted maximum-rent ceiling or minimum-service 
standard ordered pursuant to this section shall be the maximum-rent ceiling or mini- 
mum-service standard for the housing accommodations subject thereto; except that, in 
the event that the adjustment order is stayed or set aside by the court in accordance with 
section 9 of this Act, the maximum-rent ceiling and minimum-service standard there- 
tofore applicable to such housing accommodations under this Act remain in full force 
and effect. 

(g) Upon the expiration cf forty-five days after the date of the filing of any petition 
by any landlord for adjustment of the maximum-rent ceiling under the provisions of 
subsection (b) of this section, the maximum-rent ceiling for the housing accommodations 
covered by such petition automatically shall become the ceiling requested in such adjust- 
ment petition, unless and until such adjustment petition shall have been finally disposed 
of by the Administrator or his office, pursuant to the provisions of this section and the 
provisions of sections 8 and 9. Upon such final disposition, tf the maximum-rent 
ceiling provided by this subsection during the pendency of such adjustment petition 
shall exceed the maximum-rent ceiling as finally disposed of by the Administrator of 
his office, any tenant having paid such excess or any part thereof shall be entitled to a 
refund to the extent of such payment, but the landlord shall not be liable for any pen- 
alties under the provisions of this Act. 

([Sec. 5. Prouiprrions.—(a) It shall be unlawful, regardless of any agreement, 
lease, or other obligation heretofore or hereafter entered into, for any person to 
demand or receive any rent in excess of the maximum-rent ceiling, or refuse to 
supply any service required by the minimum-service standard, or otherwise to 
do or omit to do any act in violation of any provision of this Act or of any regu- 
lation, order, or other requirement thereunder, or to offer or agree to do any 
of the foregoing. Nothing herein shall be construed to require the refund of any 
rent paid or payable for the use or occupancy of housing accommodations prior 
to the 30th day following the enactment of this Act. 

{(b) No action or proceeding to recover possession of housing accommodations 
shall be maintainable by any landlord against any tenant, notwithstanding that 
the tenant has no lease or that his lease has expired, so long as the tenant con- 
tinues to pay the rent to which the landlord is entitled, unless— 

(1) The tenant is (a) violating an obligation of his tenancy (other than 
an obligation to pay rent higher than rent permitted under this Act or any 
regulation or order thereunder applicable to the housing accommodations 
involved or an obligation to surrender possession of such accommodations) 
or (b) is committing a nuisance or using the housing accommodations for 
an immoral or illegal purpose or for other than living or dwelling purposes, or 

(2) The landlord seeks in good faith to recover possession of the property 
for his immediate and personal use and occupancy as a dwelling: Provided, 
That in the case of housing accommodations in a structure of premises owned 
or leased by a cooperative corporation or association no such action or pro- 
ceeding under this paragraph or paragraph (3) of this section shall be main- 
tained unless stock or membership in the cooperative corporation or associa- 
tion has been acquired by persons who are or were tenants in occupancy of 
at least 65 per centum of the dwelling units in the structure or premises at 
the time said cooperative corporation or association either (1) acquired or 
leased said structure or premises, or (2) entered into a contract or option to 
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acquire or lease said structure or premises, whichever date is earliest, and 
who as such stockholders or members are entitled to possession of their 
respective dwelling units in the structure or premises by virtue of proprietary 
leases or otherwise, and this provision shall apply whether such corporation 
or association acquired or leased such structure or premises or entered into 
a contract or option to do so prior to or after the effective date of this amend- 
atory Act or unless as the holder of stock or membership acquired in the 
cooperative corporation or association prior to March 1, 1949, a stockholder 
or member was entitled to possession of a dwelling unit in the structure or 
premises by virtue of a proprietary lease or otherwise, or 

({(3) The landlord has in good faith contracted in writing to sell the prop- 
erty for immediate and personal use and occupancy as a dwelling by the 
purchaser and that the contract of sale contains a representation by the 
purchaser that the property is being purchase d by him for such immediate 
and personal use and occupancy, or 

[(4) The landlord seeks in good faith to recover possession for the immed- 
iate purpose of substantially altering, remodeling, or demolishing the property 
and replacing it with new construction, the plans for which altered, remodeled, 
or new construction having been filed with and approved by the Commis- 
sioners of the District of Columbia, or 

((5) The housing accommodations are nonhousekeeping, furnished, ac- 
commodations located within a single-dwelling unit not used as a rooming or 
boarding house as defined by this Act and the remaining portion of which 
dwelling unit is occupied by the lessor or his immediate family. 

{C(c) It shall be unlawful for any person to remove, or attempt to remove, from 
any housing accommodations the tenant or occupant thereof or to refuse to renew 
lease or agreement for the use of such accommodations because such tenant or 
occupant has taken or purposes to take action authorized or required by this 
Act or any regulation, order, or requirement thereunder. ] 


PROHIBITIONS 


Sec. 5. (a) It shall be unlawful, regardless of any agreement, lease, or other obliga- 
tion heretofore or hereafter entered into, for any person to demand or receive any rent 
in excess of the maximum-rent ceiling, or refuse to supply any service required by the 
minimum-service standards, or otherwise to do or omit to do any act in violation of any 
provision of this Act or of any regulation, order, or other. requirement thereunder, or to 
offer or agree to do any of the foregoing. 

(b) No action or proceeding to recover possession of housing accommodations shall 
be maintainable by any landlord against any tenant, notwithstanding that the tenant 
has no lease or that his lease has expired, so long as the tenant conlinues to pay the rent 
to which the landlord is entitled, unless— 

(1) The tenant is (A) violating an obligation of his tenancy (other than an 
obligation to pay rent higher than rent permitted under this Act or any regulation or 
order thereunder applicable to the housing accommodations involved or an 
obligation to surrender possession of such accommodations) or (B) is committing 
a nuisance or using the housing accommodations for an 4mmoral or illegal 
purpose or for other than living or dwelling purposes; or 

(2) The landlord seeks in good faith to recover possession of the property for his 
immediate and personal use and occupancy as a dwelling: Provided, That, in the 
case of housing accommodations in a structure or premises owned or leased by a 
cooperative corporation or association, no such action or proceeding under this 
paragraph or paragraph (3) of this section shall be maintained unless the landlord 
ts a bona fide owner of stock in, or member of, such cooperative corporation or 
association and has actually paid in in cash at least 30 per centum of the full 
purchase price of the stock, proprietary lease, or other evidence of ownership 
entitling the landlord to possession of such housing accommodations, or was, 
immediately prior to the effective date of this amendatory Act, entitled to recover 
possession, 

(3) The landlord has in good faith contracted in writing to sell the property 
for immediate and personal use and occupancy as a dwelling by the purchaser 
‘and that the contract of sale contains a representation by the purchaser that the 
property is being purchased by him for such immediate and personal use and 
occupancy; or 

(4) The landlord seeks in good faith to recover possession for the immediate 
purpose of substantially altering, remodeling, or demolishing the property and 
replacing it with new construction,.the plans for which altered, remodeled, or 
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new construction having been filed with, and approved by, the Commissioners 
of the District of Columbia; or 

(5) The landlord seeks in good faith to recover possession for the immediate 
purpose of discontinuing the housing use and occupancy for a continuous period 
of not less than six months, during which period, commencing on the date poses- 
ston is recovered under this subsection, it shall be unlawful for the owner of such 
housing accommodations or his agent to demand or receive rent for the same, 
and any person paying such rent may bring an action for double the amount of 
rent so paid, pursuant to the provisions of section 10 of the Act; or 

(6) The landlord, being a recognized school or an accredited nonprofit uni- 
versity, has a bona fide need for the premises for educational, research, adminis- 
trative, or dormitory use. 

(c) It shall be unlawful for any person to remove, or attempt to remove, from any 
housing accommodations the tenant or occupant thereof or to refuse to renew lease or 
agreement for the use of such accommodations because such tenant or occupant has 
taken or purposes to take action authorized or required by this Act or any regulation, 
order, or requ rement thereunder. : F 

(Sec. 6. ApmrnistraToR.—There is hereby created in and for the District of 
Columbia the office of Administrator of Rent Contrel. The Administrator shall 
be appointed by the Commissioners of the District of Columbia and shall be a 
bona fide resident of the District of Columbia for nct less than 3 years prior 
to his appointment. He shall devote his full time to the office of Administrator 
and shall receive a salary at the rate of $7,500 per annum. The Administrator 
shall establish offices, acquire supplies and equipment, and employ such personnel, 
subject to approval by the Commissioners of the District of Columbia, and in 
accordance with the Classification Act of 1923, as amended, without regard to 
race or creed, as may be necessary in the performance of his functions under this 
Act. The Administrator shall submit a semiannual report to the Commissioners 
of the District of Columbia for transmittal to the Congress of the United States. ] 


ADMINISTRATOR 


Sec. 6. There is hereby created in and for the District of Columbia the Office of 
Administrator of Rent Control. The Administrator shall be appointed by the Com- 
missioners of the District of Columbia and shall be a bona fide resident of the District 
of Columbia for not less than three years prior to his appointment. He shall devote 
his full time to the Office of Administrator and shall receive a salary at the rate of 
$11,200 per annum. The Administrator shall establish offices, acquire supplies and 
equipment, and employ such personnel subject to approval by the Commissioners of 
the District of Columbia, and in accordance with the Classification Act of 1949, 
without regard to race or creed, as may be necessary in the performance of his functions 
under this Act. The Administrator shall submit a semiannual report to the Com- 
= of the District of Columbia for transmittal to the Congress of the United 

tates.. 
OBTAINING INFORMATION 


Sec. 7. (a) The Administrator may make such studies and investigations, and 
obtain cr require the furnishing of such information under oath or affirmation or 
otherwise, as he deems necessary or proper to assist him in prescribing any regu- 
lation or order under this Act, or in the administration and enforcement of this 
Act, and regulations and orders thereunder. For such purposes the Administrator 
may administer oaths and affirmations, may require by subpena or otherwise the 
attendance and testimony of witnesses and the production of documents at any 
designated place, may require persons to permit the inspection and copying of 
documents, and the inspection of housing accommodations and may, by regulation 
or order, require the making and keeping of records and cther documents. No 
person shall be excused from complying with any requirement under this section 
because of his privilege against self-incrimination, but the immunity provisions 
of the Compulsory Testimony Act of February 11, 1893 (U. 8. C., 1934 edition, 
title 49, sec. 46), shall apply with respect to any individual who specifically claims 
such privilege. In the event of contumacy or refusal to obey any such subpena 
or requirement under this section, the Administrator may make applicatien to the 
United States District Court for the District of Columbia for an order requiring 
obedience thereto. Thereupon, the court, with or without notice and hearing, 
as it in its discretion may decide, shall make such order as is proper and may 
punish as a contempt any failure to comply with such order. 
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(b) The Administrator shall have authority to promulgate, issue, amend, or 
rescind rules and regulations, subject to approval by the Commissioners of the 
District of Columbia, and to issue such orders as may be deemed necessary or 
proper to carry out the purposes and provisions of this Act or to prevent the cir- 
cumvention or evasion thereof. [The Administrator may require a license as a 
condition of engaging in any rental transaction involving the subletting of any 
housing accommodations or the renting of housing accommodations in a reoming 
or boarding house, or in a hotel. For the purposes of this Act the term “rooming 
or boarding house’’ means a house in which living quarters are rented by the house- 
holder to more than two persons. No fee shall be charged for the issuance to any 
person of any such license and no such license shall contain any provision not 
prescribed by this Act or which could not be prescribed by regulation, order, or 
requirement thereunder. ] 

PROCEDURE 


Sec, 8. (a) Any petition filed by a landlord or tenant under section 4 shall be 
promptly referred to an examiner designated by the Administrator. Notice of 
such -action, in such manner as the Administrator shall by regulation prescribe, 
shall be given the tenant and landlord of the housing accommodations involved. 
If the petition be frivolous or without merit, the examiner shall forthwith dismiss 
it. Such order of dismissal may be reviewed by the Administrator in the manner 
provided in subsection (c) of this section. The examiner shall grant a hearing 
upon the petition except in cases dismissed under this subsection. 

(b) Hearings under this section shall be conducted in accordance with regu- 
lations prescribed by the Administrator. The landlord and tenant shall be 
given an opportunity to be heard or to file written statements, due regard to 
be given the utility and relevance of the information offered and the need for 
expedition. In any such hearing the common-law rules of evidence shall not 
be controlling. 

{(c) The examiner, after hearing, shall make findings of fact and recommend 
an appropriate order. Copies of such findings and order shall be served upon 
the parties to the proceeding in such manner as the Administrator may prescribe 
by regulation. Within five days after such service, any such party may request 
that the recommended order be reviewed by the Administrator. If there be 
no such request within such five days, the findings and recommended order of 
the examiner shall thereupon be deemed to be the findings and order of the Ad- 
ministrator: Provided, That the Administrator may review the proceedings, as 
herein provided, on his own motion at any time within ten days after service 
of the examiner’s findings and order upon the parties. The Administrator may, 
in his discretion, grant a hearing upon the request. Upon such request or motion, 
the record in the case shall be forthwith transferred to the Administrator for 
review and he may, in his discretion, grant a hearing. He shall state his findings 
of fact or affirm the examiner’s findings of fact, which findings in either case shall 
be conclusive if supported by substantial evidence, and shall make an appropriate 
order. J 

(c) The examiner, after hearing, shall make findings of fact and recommend an 
appropriate order. Copies of such findings and order shall be served upon the parties 
to the proceeding in such manner as the Administrator may prescribe by regulation. 
Within ten days after such service, any such party may request that the recommended 
order be reviewed by the Administrator. If there be no such request within such ten 
days, the findings and recommended order of the examiner shall thereupon be deemed 
to be the findings and order of the Administrator: Provided, That the Administrator 
may review the proceedings, as herein provided, on his own motion at any time within 
twenty days after service of the ecaminer’s findings and order upon the parties. The 
Administrator may, in his discretion, grant a hearing wpon the request. Upon such 
request or motion, the record in the case shall be forthwith transferred to the Admin- 
istrator for review and he may, in his discretion, grant a hearing. He shall state his 
findings of fact or affirm the examiner’s findings of fact, which findings in either case 
shall be conclusive if supported by substantial evidence, and shall make an appropriate 
order. 

(Sec. 9. Court Review.—(a) Within ten days after issuance of an order of 
the Administrator under section 4, any party may file a petition to review such 
action in the municipal court of appeals for the District of Columbia, and shall 
forthwith serve a copy of such petition upon the Administrator. Thereupon, the 
Administrator shall certify and file with the court a transcript of the record upon 
which the order complained of was entered. Upon the filing of such transcript, 
the court shall have exclusive jurisdiction to affirm or set aside such order, or 
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remand the proceeding: Provided, That the Administrator may at any time, upon 
reasonable notice and in such manner as he shall deem proper, rescind, modify, 
or set aside, in whole or in part, any such order at any time notwithstanding the 
pendency of the petition to review. 

{(b) No objection that has not been urged before the Administrator shall be 
considered by the court, unless the failure to urge such objection shall be excused 
because of extraordinary circumstances. No order shall be set aside or remanded 
unless the petitioner shall establish to the satisfaction of the court that the order 
is not in accordance with law, or is not supported by substantial evidence. The 
commencement of proceedings under this section shall not, except as provided in 
subsection (d), operate as a stay of the Administrator’s order. 

{(c) The municipal court of appeals for the District of Columbia is hereby 
granted exclusive jurisdiction to review any order of the Administrator made 
pursuant to section 4 of this Act. The judgment and decree of the court shall be 
final, subject to review as provided by law relative to other judgments of the 
court. All cases now pending before the statutory three-judge court of the 
municipal court which have not been presented to that court for decision at the 
time this Act takes effect shall forthwith be certified by said court to the municipal 
court of appeals for the District of Columbia. Nothing herein contained shall 
affect the validity of any judgment or decree of the statutory court (consisting of 
three judges of the municipal court as heretofore provided by law) rendered 
subsequent to the effective date of this Act in cases heretofore presented to that 
court and now awaiting decision. 

{(d) No court shall issue any interlocutory order or decree staying the effective- 
ness of any provision of this Act or any regulation or order issued thereunder, 
unless the person objecting to such provision, regulation, or order, shall file with 
the court an undertaking with a surety or sureties satisfactory to the court for the 
payment, in the event such objection is not sustained, of the amount by which the 
maximum rent, if any, permitted under such provision, regulation, or order, ex- 
ceeds or is less than the amount actually received or paid while such stay is in 
effect.J 

COURT REVIEW 


Sec. 9. (a) Within ten days after issuance of an order of the Administrator under 
section 4, any party may file a petition to review such action in the Municipal Court 
of Appeals for the District of Columbia and shall forthwith serve a copy of such petition 
upon the Administrator. Thereupon, the Administrator shall certify and file with 
the court a transcript of the record upon which the order complained of was entered. 
Upon the filing of such transcript, the court shall have exclusive jurisdiction to affirm 
or set aside such order, or remand the proceeding: Provided, That the Administrator 
may at any time, upon reasonable notice and in such manner as he shall deem proper, 
rescind, modify, or set aside, in whole or in part, any such order at any time notwith- 
standing the pendency of the petition to review. 

(b) No objection that has not been urged before the Administrator shall be considered 
by the court unless the failure to urge such objection shall be excused because of ex- 
traordinary circumstances. Noorder shall be set aside or remanded unless the petitioner 
shall establish to the satisfaction of the court that the order is not in accordance with 
law, or is not supported by substantial evidence. The commencement of proceedings 
under this section shall not, except as provided in subsection (d), operate as a stay of 
the Administrator’s order. 

(c) The Municipal Court of Appeals for the District of Columbia is hereby granted 
exclusive jurisdiction to review any order of the Administrator made pursuant to 
section 4 of this Act. The judgment and decree of the court shall be final, subject to 
review as provided by law relative to other judgments of the court. 

(d) No court shall issue any interlocutory order or decree staying the effectiveness 
of any provision of this -Act or any regulation or order issued thereunder unless the 
person objecting to such provision, regulation, or order shall file with the court an 
undertaking with a surety or sureties satisfactory to the court for the payment, in the 
event such objection is not sustained, of the amount by which the marimum rent, if 
any, permitted under such provision, regulation, or order exceeds or is less than the 
amount actually received or paid while such stay is in effect. 


ENFORCEMENT, PENALTIES 


Sec. 10. (a) If any landlord receives rent or refuses to render services in 
violation of any provision of this Act, or of any regulation or order thereunder 
prescribing a rent ceiling or service standard, the tenant paying such rent or 


> 
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entitled to such service, or the Administrator on behalf of such tenant, may 
bring suit to rescind the lease or rental agreement, or, in case of violation of a 
maximum-rent ceiling, an action for double the amount by which the rent paid 
exceeded the applicable rent ceiling and, in case of violation of a minimum-service 
standard, an action for double the value of the services refused in violation of the 
applicable minimum-service standard or for $50, whichever is greater in either 
case, plus reasonable attorneys’ fees and costs as determined by the court. Any 
suit or action under this subsection may be brought in the municipal court of the 
District of Columbia regardless of the amount involved, and the municipal court 
is hereby given exclusive jurisdiction to hear and determine all such cases. 

(b) Any person who willfully violates any provision of this Act or any regulation, 
order, or requirement thereunder, and any person who willfully makes any 
statement of entry false in any material respect in-any document or report required 
to be kept or filed thereunder, and any person who willfully participates in any 
fictitious sale or other device or arrangement with intent to evade this Act or any 
regulation, order, or requirement thereunder, shall be prosecuted therefor by the 
corporation counsel of the District of Columbia or an assistant, on information 
filed in the police court of the District of Columbia, and shall upon conviction be 
fined not more than $1,000 or imprisoned for not more than one year, or both. 

(c) No person shall be held liable for damages or penalties in any court on any 
grounds for or in respect of anything done or omitted to be done in good faith 
pursuant to any provision of this Act or any regulation, order, or requirement 
thereunder, notwithstanding that subsequently such provision, regulation, order, 
or requirement may be modified, rescinded, or determined to be invalid. The 
Administrator may intervene in any suit or action wherein a party relies for ground 
of relief or defense upon this Act or any regulation, order, or requirement there- 
under. No costs shall be assessed against the Administrator in any proceedings 
had or taken in accordance with this Act. 

(d) Whenever in the judgment of the Administrator any person has engagéd 
or is about to engage in any acts or practices which constitute or will constitute 
a violation of this Act, or any regulation, order, or requirement thereunder, he 
may make application to the United States District Court for the District of 
Columbia for an order enforcing compliance with this Act or such regulation, 
order, or requirement, and upon a proper showing a permanent or temporary 
injunction, restraining order, or other order, shall be granted without bond. 

(Sec. 11. Derrnirrons.—As used in this Act— 

L(a) The term “housing accommodations” means any building, structure or 
part thereof, or land appurtenant thereto, or any other real or personal property 
rented or offered for rent for living or dwelling purposes in the District of Columbia 
(including, but without limitation, houses, apartments, hotels, rooming- or board- 
ing-house accommodations, and other properties used for living or dwelling pur- 
poses) together with all services supplied in connection with the use or occupancy 
of such property.] 

DEFINITIONS 


Sec. 11. As used in this Act— 

(a) The term “housing accommodations” means any building, structure, or part 
thereof, or land appurtenant thereto, or any other real or personal property rented or 
offered for rent for living or dwelling purposes in the District of Columbia, together 
with all services supplied in connection with the use or occupancy of such property; 
but the term ‘“‘housing accommodations” shall not include (1) any of the accommoda- 
tions in a hotel in which more than 60 per centum of the space devoted to living quarters 
for tenants and guests is used for furnishing accommodations for transients, or the 
building constituting such hotel; or (2) furnished nonhousekeeping accommodations, 
whether or not in a hotel, which are rented as rooms without kitchen privileges or 
facilities for cooking (but not in a suite of two or more.rooms); or (3) any building 
used as a licensed rooming house. 

(b) The term “‘services’’ includes the furnishing of light, heat, hot and cold 
water, telephone, elevator service, furnishings, furniture, window shades, screens, 
awnings, and storage, kitchen, bath, and laundry facilities and privileges, maid 
service, janitor service, the removal of refuse, and the making of all repairs 
suited to the housing accommodations or necessitated by ordinary wear and 
tear, and any other privilege or facility connected with the use or occupancy of 
housing accommodations. 

(c) The term ‘‘rent’’? means the consideration, including any bonus, benefit, 
or gratuity, demanded or received per day, week, month, year, or other period 
of time as the case may be, for the use or occupancy of housing accommodations 
or the transfer of a lease for such accommodations. 
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(d) The term “‘maximum-rent ceiling’? means the maximum rent which may 
be demanded or received for the use or occupancy of housing accommodations or 
the transfer of a lease for such accommodations. 

(e) The term “minimum-service standard”’ means the minimum service which 
may be supplied in connection with the renting or leasing of housing accommoda- 
tions. 

(f) The term “‘tenant” includes a subtenant, lessee, sublessee, or other person 
entitled to the use or occupancy of any housing accommodations. 

(g) The term “landlord” includes an owner, lessor, sublessor, or other person 
entitled to receive rent for the use or occupancy of any housing accommodations. 

(h) The term ‘“‘person” includes one or more individuals, firms, partnerships, 
corporations, or associations and any agent, trustee, receiver, assignee, or other 
representative thereof. 

(i) The term “‘documents” includes leases, agreements, records, books, accounts, 
correspondence, memoranda, and other documents, and drafts and copies of any 
of the foregoing. 


SEPARABILITY 


Sec. 12. If any provision of this Act or the application of such provision to 
any person or circumstance shall be held invalid, the validity of the remainder of 


the Act and the applicability of such provision to other persons or circumstances 
shall not be affected thereby. 


APPROPRIATION 


Sec. 13. There is hereby authorized to be appropriated such funds as may be 
necessary to carry out the provisions of this Act, to be paid out of money in the 
Treasury of the United States to the credit of the District of Columbia not other- 
wise appropriated. 

SHORT TITLE 


Sec. 14. This Act may be cited as the “ District of Columbia Emergency Rent 
Act of 1951’’. 


Sec. 2. This Act shall take effect on the day following the date of its enactment. 


O 














Calendar No. 423 


82p CoNnGREss SENATE REpPortT 
Ist Session No. 443 











GRANTING ANNUAL AND SICK LEAVE TO CERTAIN 
TEMPORARY EMPLOYEES IN THE POSTAL SERVICE 


JuNE 19 (legislative day, May 17), 1951.—Ordered to be printed 
: 
r. JOHNSPON of South Carolina, from the Committee on Post Office 
and Civil Service, submitted the following 


REPORT 


{To accompany H. R. 3605] 
, 


The Sameiee on Post Office and Civil Service, to whom was 


referred the@ill (H. R. 3605) to amend section 6 of Public Law 134, 
approved July 6, 1945, as amended, to grant annual and sick leave 
privileges to certain indefinite substitute employees in the postal 
service, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


STATEMENT 


At the request of the Postmaster General, in which request the 
Bureau of the Budget concurred, the chairman of the Senate and 
House Committees on Post Office and Civil Service introduced legis- 
lation to grant to temporary employees in the field service of the 
Post Office Department the same annual and sick leave benefits pres- 
ently enjoyed by regular and substitute classified employees, pro- 
vided such temporary employees are appointed for not less than 90 
consecutive days. 

Under existing law classified postal employees in the field service, 
regulars and substitutes, receive 15 days’ annual leave and 10 days’ 
sick leave under section 6, Public Law 134 (79th Cong.). All this 
bill does is to extend this privilege to temporary employees who are 
appointed for 90 or more days. Formerly there was felt little need 
for such an extension since such temporary employees were appointed 
for a much shorter time such as those employed during the Christmas 
holidays, but the so-called Whitten amendment and_ regulations 
implementing the same resulted in appointments being made on a 
temporary or indefinite basis and such temporary employees may 
remain on the rolls for an extended period without an opportunity to 
earn either annual or sick leave. Temporary employees in the 








2 ANNUAL AND SICK LEAVE FOR POSTAL EMPLOYEES 


executive departments, including the Post Office Department other 
than the field service, presently receive annual and sick leave. Under 
Public Law 317, Seventy-ninth Congress, a similar privilege to that 
provided by this bill was extended to indefinite or war-service postal 
employees, 

The provisions of this bill are retroactive to December 1, 1950, 
but will not apply to those on the payroll on December 1, 1950, or 
subsequent thereto unless they are on the rolls on the date of enact- 
ment. 


The Postmaster General, the Director of the Bureau of the Budget, 
and the Comptroller General reported in favor of this legislation, 
with the Comptroller General making certain recommendations which 
the committee believes are embraced in the bill as reported. These 
reports were directed to the Senate bill, S. 1248, for which the com- 
mittee is substituting H. R. 3605. 

Cost: In the opinion of the committee the enactment of this bill 
will not require additional appropriations for the current fiscal year 
since the Postmaster General in justifying the Post Office Department 
budget for the current year, anticipated that nearly all of such 
temporary employees would receive the same leave benefits as 
classified employees. 

Report No, 383 of the House of Representatives to accompany 
H. R. 3605 is made a part of this report. 


[H. Rept. No. 383, 82d Cong., Ist sess.] 


The Committee on Post Office and Civil Service, to whom was referred the bill 
(H. R. 3605) to amend section 6 of Public Law 134, approved July 6, 1945, as 
amended, to grant annual- and sick-leave privileges to certain indefinite sub- 
stitute employees in the postal service, having considered the same, report 
favorably thereon without amendment and recommend that the bill do pass. 


STATEMENT 


It is the purpose of this legislation to provide the same annual- and sick-leave 
privileges for temporary employees in the postal service, whose appointments 
run for more than 90 days, as for classified postal employees. 

At the present time classified employees, both regular and substitute, receive 
15 days’ annual leave and 10 days’ sick leave under the provisions of Public Law 
134, Seventy-ninth Congress. Temporary employees, however, do not receive 
any annual or sick leave. 

In the past, temporary employees in the postal service were employees hired 
only for a very brief period, for example, during the Christmas rush or vacation 
periods in third-class post offices and no provisions were made for annual and 
sick leave for such employees. However, since the so-called Whitten amend- 
ment and regulations implementing it, all appointments must be made on a 
temporary or indefinite basis and these temporary employees may remain on 
the rolls for an extended period without an opportunity to earn either annual 
or sick leave. Temporary employees in the executive departments, other than 
the postal field service, receive annual and sick leave. 

During World War II, when appointments were made on a similar indefinite 
basis, provision was made for annual and sick leave for war-service indefinite 
appointees by Public Law 317, Seventy-ninth Congress. 

While originally it was believed that temporary employees, during the present 
national defense situation, could be granted annual and sick leave, the Post 
Office Department has determined that, under present law, they cannot grant 
this leave, and additional authority is required. The Post Office Department 
has pointed out that, in justifying the budget for the current year, it was antici- 
pated that nearly all of these employees would receive the same annual- and 
sick-leave privileges as classified postal employees. 
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It is the opinion of the committee that it should not require additional appro- 
priations for the current fiscal year to grant these employees annual and sick 
leave from December 1, 1950, which is the effective date of the order directing 
that all appointments be made temporary and indefinite. The provisions of the 
act will apply only to those employees on the rolls on the date of approval of the 
act. 

There is a general agreement that it is necessary to take this action in order to 
be fair with employees who are entering the postal service, and to make it possible 
for the Post Office Department to continue to obtain employees to carry on this 
essential Government activity. The committee points out that these temporary 
employees are now replacing other employees who are called into the service or 
who take defense jobs elsewhere, and who, under present law, are entitled to 
annual and sick leave. 

The Post Office Department, with the concurrence of the Bureau of the Budget, 
initiated this legislation.. The letter of the Postmaster General transmitting this 
legislation to the Speaker of the House is as follows: 


“OFFICE OF THE PosTMASTER GENERAL, 
Washington 25, D. C., April 6, 1951. 
Hon. Sam RayBuRN, 
Speaker of the House of Representatives. 

Dear Mr. Spearer: There is herewith, for consideration by the Congress, 
proposed legislation to grant annual- and sick-leave privileges to certain indefinite 
substitute employees in the postal service. 

Pursuant to Executive Order No. 10180 of November 13, 1950 (15 F. R. 7745), 
and regulations of the Civil Service Commission issued thereunder, effectuating 
the purposes of section 1302 of the Supplemental Appropriation Act, 1951 (Public 
Law 843, 8ist Cong.), substitute employees appointed in the postal service since 
December 1, 1950, have an indefinite status instead of a classified status. 

Section 6 of Public Law 134, approved July 6, 1945 (89 U.S. C. 856), makes 

provision for annual and sick leave for all regular employees and for classified 
substitutes. Shortly after the enactment of this law the Civil Service Commission 
held that substitute war-service employees were not classified. In a letter (quoted 
in 25 Comp. Gen. 386) the Commission stated: 
‘“«‘* * * The term ‘classified substitute,’ as used by the Commission and the 
Department for many years, means a substitute who has a competitive classified 
civil-service status by virtue of having been regularly selected for probational 
appointment from a certificate issued by the Civil Service Commission for the 
purpose. Inasmuch as section 2 of Executive Order No. 9063 specifically provides 
that persons appointed solely by reason of the procedures adopted thereunder, 
‘shall not thereby acquire a classified (competitive) civil-service status’ the Com- 
mission is reluctantly forced to the view that substitutes appointed under the 
War Service Regulations may not be regarded as having a classified status for the 
purpose of being entitled to leave benefits under the act of July 6, 1945.” 

To correct the inequity produced by the ruling of the Civil Service Commis- 
sion, section 3 of Public Law 317, approved March 6, 1946 (39 U. S. C. 856a), 
was enacted. That section, however, applied specifically to war-service indefinite 
substitute employees. Executive Order No. 10180 does not reinstitute war-service 
appointments but establishes a new class of appointments. These appointments 
do not bear a time limitation such as the duration of the war and 6 months 
thereafter. 

The present civil-service regulations require indefinite appointments to be 
made from registers of eligibles and require indefinite employees to serve a trial 
period similar to probational appointments. Neither Executive Order No. 10180 
nor the civil-service regulations refer to the classified or competitive status of 
appointees. Under these circumstances it might be argued that the previous 
holding of the Commission regarding war-service indefinite substitutes is not 
authority for treating the new class of indefinite substitutes as other than classified 
substitutes and that under present practices indefinite substitutes come within 
the category of classified status as used in section 6 of Public Law 134. However, 
the Commission has stated officially “appointees do not acquire a competitive 
status by virtue of indefinite appointments.’’ (Federal Personne] Manual, p. 
A7-54.) This clearly forecloses the Department from treating indefinite substi- 
tutes as classified substitutes within the meaning of section 6 of Public Law 134. 

It is believed that, as a matter of equity, the indefinite substitute employees now 
appointed in the postal service, other than those substitute employees who are 
appointed for a limited period of time during seasonal rush periods, should be 
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granted annual- and sick-leave benefits that were heretofore extended to classified 
substitute employees. The proposed legislation transmitted herewith will, it is 
believed, accomplish the purpose desired, and its early enactment is urged. 

The enactment of this legislation will not require the appropriation of additional 
funds for the present fiscal year. 

The Bureau of the Budget has advised that there would be no objection to the 
submission of this legislation to Congress. 

Sincerely yours, 
J. M. Donatpson, Postmaster General. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law in which no change is pro- 
posed is shown in roman and new matter is printed in italics): 


Act or Jury 6, 1945 
(Public Law 134, 79th Cong.) 
ANNUAL LEAVE 


Sec. 6. Postmasters and employees shall be granted fifteen days’ leave of 
absence with pay, exclusive of Saturdays, Sundays, and holidays, each fiscal 
year and sick leave with pay at the rate of ten days a year, exclusive of Saturdays, 
Sundays, and holidays, to be cumulative. Sick leave shall be granted only upon 
satisfactory evidence of illness in accordance with regulations to be prescribed 
by the Postmaster General: Provided, That the fifteen days’ leave shall be credited 
at the rate of one and one-quarter days for each month of actual service: Provided 
further, That classified substitute employees, under such regulations as the Post- 
master General may prescribe, shall be granted the same rights and benefits with 
respect to annual and sick leave that accrue to regular employees in proportion 
to the time employed in a pay status and one hundred and sixty-eight hours and 
forty minutes of such employment shall entitle the employee to one and one- 
quarter days’ annual leave and six hours and forty minutes’ sick leave: And 
provided further, That in no event shall a classified substitute employee be credited 
during a twelve-month period with more than fifteen days’ annual and ten days’ 
sick leave. 

The authorized absence of a rural carrier on Saturdays which oceur within or 
at the beginning or end of a period of sick or annual leave of five or more days’ 
duration (or four days’ duration if a holiday falls within or at the beginning or end 
of the period of sick or annual leave) shall be without charge to such leave or loss 
of compensation: Provided, That Saturdays occurring in a period of annual or 
sick leave taken in a smaller number of days may at the option of the carrier be 
charged to his accrued leave and when so charged he shall be paid for such absence. 

Employees in the Postal Service whose appointments are indefinite in character and 
for not less than ninety consecutive days, shall be granted, under such regulations as 
the Postmaster General shall prescribe, the same rights and benefits with respect to 
annual and sick leave that accrue to regular employees, and each such employee shall 
receive credit for one-twelfth of a year for each whole calendar month such employee is 
carried on the roll as an indefinite employee: Provided, That the provision of this 
section shall not apply to substitute rural carriers. 


O 
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EXTENSION OF FREE POSTAGE FOR MEMBERS OF 
ARMED FORCES IN KOREA AND COMBAT ZONES 


JUNE 19 (legislative day, May 17), 1951.—Ordered to be printed 


Mr. Jounston, of South Carolina, from the Committee on Post Office 
and Civil Service, submitted the following 


REPORT 


(To accompany H. R. 4393] 


= 

—The Committee on Post Office and Civil Service, to whom was 
referred the bill (H. R. 4393) to extend for 2 years the period during 
which free postage for members of the Armed Forces of the United 
States in Korea and other specified areas shall be in effect, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


STATEMENT 


It is the purpose of this legislation to extend existing free mailing 
privileges for members of the Armed Forces of the United States on 
active duty in Korea or in such areas as the President of the United 
States may hereafter designate as combat zones or theaters of opera- 
tions. This privilege was authorized by Public Law 609, Eighty-first 
Congress, which expires June 30, 1951. 

Since the factors prompting the granting of this privilege continue 
to exist, the committee feels that this privilege should be extended 
for an additional 2 years. Under the terms of the law which is 
amended, the privilege may be terminated at an earlier date by con- 
current resolution of Congress or by direction of the President. 

Section 2 of S. 826, Calendar No. 313, presently pending on the 
Senate Calendar, specifically repeals Public Law 609 of the Eighty- 
first Congress (64 Stat. 336) since the provisions embraced in Public 
Law 609 and continued in H. R. 4393 are embraced in S. 826. How- 
ever, it is of importance that final action be taken on H. R. 4393 
without awaiting action on S. 826 since the provisions of Public Law 
609 will expire June 30, 1951, unless extended. 

Under the terms of Public Law 609, Eighty-first Congress, which 
is extended to June 30, 1953, under H. R. 4393, first-class letter mail 
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sent to any person in the United States, its Territories or possessions, 
by a member of the Armed Forces of the United States on active 
duty in Korea or any other area designated by the President as a 
combat zone or theater of operation, may be sent free through the 
mail. When specified by the sender letters weighing not more than 
1 ounce will be transmitted by air mail when air space is available. 

This legislation has the support of the Bureau of the Budget, the 
Post Office De partment, and the Department of Defense. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made: by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets; new matter is printed in italics; existing 
law in which no change is proposed is shown in roman): 


Act or Juty 12, 1950 (Pusiic Law 609, E1cury-Frirst Congress) 

* ® © * * * * 
Sec. 2. The free mailing privileges above granted shall become effective upon 
the date of enactment of this Act and shall continue until [June 30, 1951] June 30, 
1958, unless terminated at an earlier date by concurrent resolution of the Congress 
or by direction of the President. 


O 
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Mr. Hoey, from the Committee on Expenditures in the Executive 
Departments, submitted the following 


INTERIM REPORT 


[Pursuant to S. Res. 51, 82d Cong.] 


I. InrRopUCTION 


Under the American political system the political party controllin 
the national administration historically has enjoyed certain cae 
patronage rights. While this type of patronage has been partially 
curtailed as the result of the enactment of civil-service and similar 
legislation, there are many Federal appointments which are still made 
on a patronage basis. 

In the State of Mississippi, as in other States, recommendations for 
appointments to Federal patronage jobs normally are made by the 
members of the congressional delegation of that State or by repre- 
sentatives of the regularly elected State executive committee of the 
political party in power in the national administration. During 
Democratic administrations the congressional delegation, in the 
traditionally Democratic State of Mississippi, ordinarily makes 
recommendations for Federal patronage appointments. In Republi- 
can administrations these patronage recommendations have been 
made by the regularly constituted Republican State executive com- 
mittee, or its representatives. In either case those making patronage 
recommendations have been selected by the people of that State under 
the election laws of the State, 

As the result of a split between the National Democratic Party 
and the States Rights Democratic Party in the 1948 election (in which 
the States Rights Democratic Party elected its Presidential ticket in 
the State of Mississippi) the Democratic National Committee, early 
in 1949, stopped conferring with the Mississippi congressional delega- 
tion on patronage matters. Shortly thereafter the Democratic 
National Committee began to confer on patronage matters with the 
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self-appointed Mississippi Democratic Committee which had not been 
legally organized in accordance with the provisions of the Mississippi 
election laws. From that time until shortly before the initiation of 
this investigation the Democratic National Committee recognized 
Clarence E. Hood, Jr., who was one of the leaders in the Mississippi 
Democratic Committee as the ‘acting’? Democratic national com- 
mitteeman from the State of Mississippi, and designated him to be 
its chief patronage adviser in that State. 

, (On February 21, 1951, Senator James O. Eastland (Democrat, 
Mississippi), and Senator John C. Stennis (Democrat, Mississippi) 
stated on the floor of the Senate that representatives of the Mississippi 
Democratic Committee were selling Federal jobs and were otherwise 
using improperly their polictial power in Mississippi. Both of the 
Mississippi Senators pointed out the need for a senatorial investiga- 
tion of these conditions. Subsequently on February 27, 1951, Senator 
Stennis, on behalf of himself and Senator Eastland, introduced 
Senate Resolution 87 (82d Cong., 2d sess.) which would authorize the 
Committee on Expenditures in the Executive Departments, or any sub- 
committee thereof, to make an investigation of the sale of Federal 
positions and other matters in the State of Mississippi. This resolution 
was referred to the Committee on Expenditures in the Executive 
Departments for its consideration. 

The full committee met in executive session on March 2, 1951, to 
consider Senate Resolution 87 and to obtain further information from 
the Mississippi Senators who had introduced the resolution. Senator 
Eastland and Senator Stennis furnished information to the full 
committee concerning the organization and-operation of the Mississippi 
Democratic Committee and submitted affidavits and other informa- 
tion on the sale of Federal jobs in Mississippi. After considering the 
facts which were available, the full committee assigned to the Senate 
Investigations Subcommittee the task of undertaking a complete 
investigation of the charges made by the Senators from Mississippi. 
It was decided that this investigation would not be conducted under 
the authority of Senate Resolution 87 but rather under the broad 
general authority of the Legislative Reorganization Act of 1946, under 
which this subcommittee operates. 

At the outset this subcommittee decided that limitations of time 
and personnel would not permit it to investigate every complaint of 
job selling or other irregularity on the part of the Mississippi Demo- 
cratic Committee or its representatives. The subcommittee, there- 
fore, determined that it should limit the scope of its investigation to 
a detailed inquiry into a sufficient number of job-selling cases and 
other matters to show a factual pattern of the methods used by the 
Mississippi Democratic Committee. Many of the complaints which 
were not actually investigated by the subcommittee were turned over 
to the Department of Justice or the Post Office Department for appro- 
priate action. About the same time this subcommittee began its 
inquiry, the Federal Bureau of Investigation, the Post Office Depart- 
ment, and the Office of Price Stabilization initiated investigations of 
the sale of jobs in Mississippi. The investigative findings of these 
agencies will be made available to the Department of Justice for its 
consideration in any possible criminal prosecutions. 

In order to develop the facts in this case members of the subcom- 
mittee staff conducted inquiries in the State of Mississippi for several 
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weeks in March and April; and on April 9, 10, and 11, 1951, three 
members of the subcommittee held public hearings at Jackson, Miss. 
In addition other public hearings were held in Washington and a 
total of 48 witnesses appeared before the subcommittee in connection 
with this inquiry. 


Il. ORGANIZATION AND OPERATION OF THE Mississipp1 DeEMocRATIC 
COMMITTEE 


A. CREATION Of THE MiSSISSIPPI DEMOCRATIC COMMITTEE 


At the Democratic National Convention in 1948 the Mississippi 
delegates who had been regularly selected by the Democratic State 
convention in Mississippi bolted the national convention. Subse- 
quently the Mississippi Presidential electors who had been selected by 
the Mississippi State convention were instructed to support the States’ 
Rights candidates for President and Vice President. Shortly before 
the 1948 general election a self-appointed group which called itself the 
Mississippi Democratic Committee was formed for the purpose of 
placing on the general election ballot the names of Presidential electors 
who were pledged to support President Truman. This rump com- 
mittee, which was not set up in accordance with the provisions of the 
Mississippi election laws, succeeded in placing on the general election 
ballot in Mississippi the names of electors who were pledged to sup- 
port President Truman. 

It appears that Mr. Phil Mullen, of Oxford, Miss., took a leading 
part in organizing the Mississippi Democratic Committee. Mr. Mul- 
len and a group of approximately 35 other persons, who were inter- 
ested in placing President Truman’s name on the 1948 general election 
ballot in Mississippi, met at Jackson, Miss. in September 1948 and 
organized the Mississippi Democratic Committee, This group elected 
21 persons as committeemen of the Mississippi Democratic Committee. 
Frank F. Mize was elected chairman of the Mississippi Democratic 
Committee and continued to hold that office until the initiation of 
this investigation. Mr. Phil Mullen was elected vice chairman of 
the committee. Prior to the general election of 1948 this Mississippi 
Democratic Committee elected Clarence E. Hood, Jr., as national 
committeeman and Mrs. John A. Clark as national committeewoman. 
This Mississippi Democratic Committee was given unofficial recogni- 
tion by the then chairman of the Democratic National Committee, 
just prior to the 1948 general elections. 


B. TRANSFER OF FEDERAL PATRONAGE TO THE MISSISSIPPI DEMOCRATIC 
COMMITTEE 


Notwithstanding this factional split within the Democratic Party 
in Mississippi in the 1948 election, the Democratic National Com- 
mittee continued to accept Federal patronage recommendations from 
members of the Mississippi congressional delegation until early in 
January 1949. At that time the national committee discontinued 
conferring with the Mississippi congressional delegation on Federal 
patronage matters, except in the case of Congressman William Whit- 
tington, who then represented the Third Congressional District in 
Mississippi. The Democratic National Committee continued to 
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accept Mr. Whittington’s recommendations for post office and other 
Federal positions in his district until his retirement from Congress at 
the end of 1950. Beginning in early 1949 the Democratic National 
Committee began conferring with the Mississippi Democratic Com- 
mittee on patronage matters in that State. Thereafter, in a letter 
dated July 5, 1949, William M. Boyle, chairman of the Democratic 
National Committee, advised the Post Office Department that 
Clarence E. Hood, Jr., should be recognized by the Department as its 
adviser on post office appointments in Mississippi. 

In August 1949 the Democratic national committeeman and Demo- 
cratic national committeewoman, who had been regularly elected by 
the Mississippi State Democratic Convention, attended a meeting of 
the Democratic National Committee in Washington, D. C., and their 
credentials were contested because their group had failed to support 
President Truman in the 1948 general election. At this same time 
Clarence E. Hood, Jr., and Mrs. John A. Clark, who had been desig- 
nated as national committeeman and national committeewoman 
respectively, by the self-appointed Mississippi Democratic Com- 
mittee, came to this meeting for the purpose of having their credentials 
recognized by the Democratic National Committee. Forrest B. 
Jackson, an attorney of Jackson, Miss., was counsel for Mr. Hood 
and Mrs. Clark, in their appearance before the credentials committee 
of the Democratic National Committee. At that meeting the creden- 
tials committee of the Democratic National Committee refused to 
recognize the national committeeman and national committeewoman 
who had been duly elected by the Mississippi State Democratic 
Convention, because the electors of that State Democratic convention 
had refused to support President Truman. At the same time the 
credentials of Mr. Hood and Mrs. Clark were rejected because they 
had not been elected as Democratic committeeman and committee- 
woman under the laws of the State of Mississippi. The posts of 
Democratic national committeeman and committeewoman were then 
declared vacant by the Democratic National Committee. However, 
on the day following this meeting the chairman of the Democratic 
National Committee recognized Mr. Hood as ‘‘acting’’ Democratic 
national eommitteeman and Mrs. Clark as ‘“‘acting’’ Democratic 
national: committeewoman for the State of Mississippi. From that 
time until shortly before the initiation of this investigation, Mr. Hood 
and the Mississippi Democratic Committee assumed all of the patron- 
age rights previously exercised by the Senators and Congressmen from 
Mississipp1. 

This subcommittee considered it was important to determine 
exactly how Federal patronage rights in Mississippi were turned over 
to the Mississippi Democratic Committee and to fix the responsibility 
for placing Federal patronage with that group. The testimony 
indicates that in the spring of 1949, prior to the above-mentioned 
meeting of the Democratic National Committee in August 1949, Hood 
became disturbed over the fact that the Mississippi Democratic 
Committee might be bypassed by the National Democratic Committee 
in patronage and other political matters in Mississippi. Hood and 
other enon of the rump committee began to confer with Mr. Glenn 
P. Boehm, an “industrial consultant” in Washington, D.C. Hood 
had previously been associated with Boehm in various business 
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transactions over a period of years and it was known by Hood that 
Boehm allegedly had personal contacts and influence with prominent 
Government officials, including White House aide Donald S. Dawson. 
In April 1949 Boehm arranged to introduce Mr. Dawson to Hood, 
Frank Mize, and to Curtis Rogers, who also was associated with the 
Mississippi Democratic Committee. This group sought the advice 
and assistance of Mr. Dawson on political matters. However, in the 
opinion of the subcommittee the evidence is clear that the Democratic 
National Committee was responsible for turning over Federal patron- 
age to Hood and the Mississippi Democratic Committee. Robert 
M. Moore, assistant to the chairman of the national committee, 
testified that the decision to work through the Mississippi Democratic 
Committee and to recognize Hood as a patronage adviser in Mississippi 
was an independent determination of the chairman and other officials 
of the Democratic National Committee. He further testified that in 
making this decision the chairman and the other officials of the 
Democratic National Committee did not seek or receive the advice of 
Mr. Dawson. 

From the summer of 1949 until February 1951 the Democratic 
National Committee or those acting under its direction cleared all 
Federal patronage appointments in Mississippi with Hood, except 
those in the Third Congressional District. 


Cc. ACTUAL CONTROL OF MISSISSIPPI DEMOCRATIC COMMITTEE USURPED 
BY A FEW INDIVIDUALS 


While, as has previously been stated in this report, the Mississippi 
Democratic Committee was made up of some 21 persons, most of the 
members took little or no real part in the activities of the committee. 
As a matter of fact, the full committee met only on rare occasions 
and for a period of over a year prior to initiation of this investigation, 
in March 1951, the committee had held no regular meeting. Mr. 
Mize, as chairman of the committee, was responsible for its over-all 
operation, but he actually made no effort to conduct the business of the 
committee in accordance with the orthodox procedure of any ordinary 
political committee. As the result of this loose and slipshod method 
of operation, all of the powers and functions were usurped by a small 
group, including Curtis Rogers, Frank F. Mize, B. C. Beasley, Clarence 
E. Hood, Jr., and Forrest B. Jackson. Although Jackson had no 
official position with the committee, he did act as its attorney and 
became active in committee matters. Beasley was secretary and 
treasurer of the committee until he became ill in the summer of 1950. 
While Beasley apparently was authorized to receive contributions for 
the committee, the actual control of bank accounts and other finances 
was vested in Rogers, who handled the finances of the group from the 
spring of 1949 to the time this investigation was started. 

Mr. Hood had to approve all of the patronage recommendations of 
the committee, but in most cases the actual selection of persons to be 
recommended were made by other members of the controlling group 
and Hood merely approved their recommendations by placing his 
signature on the letters of recommendation. As a matter of fact, 
Hood had moved from Mississippi to South Carolina in 1950 and for 
the last several months during which the committee operated, Hood 
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took little part in its operation and merely approved the patronage 
recommendations, which were forwarded to him from Jackson, Miss. 

There is no doubt that this small group which had taken over the 
actual operation and control of the committee discouraged or at least 
failed to encourage participation by the other members. Because of 
the arbitrary tactics employed by that group which ran the committee, 
many members failed to become active, and others, including Mr. 
Mullen, one of the founders, and Mrs. Clark, who had been selected as 
national committeewoman by the group, entirely disassociated them- 
selves from the committee. During the last few months of the com- 
mittee’s operation most of its activities were under the control of 
Rogers, Jackson, and Mize. 


D. FINANCIAL TRANSACTIONS OF THE MISSISSIPPI DEMOCRATIC 
COMMITTEE 


Frank F. Mize, although chairman of the Mississippi Democratic 
Committee, failed, according to his own testimony, to exercise control 
and proper supervision of the activities of this group. He stated that 
at no time did he receive any financial reports nor did he request such 
reports from Curtis Rogers, acting treasurer who succeeded John W. 
Scott, the original treasurer of the committee. The financial affairs 
of the committee were handled by Scott for only a short period of time 
from October 1948 until March 1949. During the time he was asso- 
ciated with the committee he did prepare a written report of the con- 
tributors showing the amount of their contributions and also main- 
tained a numbered receipt book, in which each contribution was re- 
corded. Scott followed the practice of turning over the original re- 
ceipts for contributions to the contributor and a copy was maintained 
for the records of the committee. When Curtis Rogers took over the 
financial affairs of the committee, such reports and receipt records were 
discontinued. The proper handling of funds, particularly organiza- 
tion funds, necessitates the maintenance of books and records from 
which there can readily be determined the exact amount of receipts 
and disbursements and the identity of those sources from which moneys 
are received or paid. The absence of proper records leads to careless- 
ness in the handling of funds and the possibility of wrongful diversion 
of funds is facilitated. 

The records of the Mississippi Democratic Committee, since Curtis 
Rogers became treasurer, consisted merely of a check book and bank 
deposit tickets. Some notations were made on the deposit tickets 
showing the identity of contributors; however, no complete record of 
receipts was maintained. No reports appear to have been submitted 
by the treasurer as to total receipts, their sources and disbursements. 
In view of the lack of proper records, it is impossible to determine the 
total amount of funds paid to the Mississippi Democratic Committee, 
its officers and representatives. The Mississippi Democratic Com- 
mittee was expected to transmit at least 50 percent of the net profits 
of the Jefferson-Jackson Day dinners held at Jackson, Miss., to the 
Democratic National Committee in Washington, D.C. However no 
funds were ever turned over to the national committee. 

The total amount of accountable funds in various bank accounts 
to the credit of the Mississippi Democratic Committee for the period of 
October 9, 1948, to March 27, 1951, was $55,444.80, as follows: 
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Amount 


oh Biers ce _. $40, 137. 29 
ee ag 200. 00 


Contributions_ __ __- 
MN nn ee ye woes 
Jefferson-Jackson Day dinners: 





‘Total receipts deposited: 22. 2 2. bei cele $21, 383. 25 
UR ORION irili eset ccnins eb aEGN 346 bee ~) 18, 27& 74 
————_ 15, 107. 5] 
Total 


AS eS oe ; 55, 444. 80 

In addition there was $75 in cash in the office cash box representing 
a payment by an individual who was subsequently committed to the 
local mental institution. Mr. Rogers stated he was holding this money 
to return to the individual’s wife, but she had not called for it at the 
time of the staff investigator’s examination of the account of the Mis- 
sissippi Democratic Committee. 

The total funds disbursed by the Mississippi Democratic Com- 
mittee during this same period was $55,562.83 resulting in excess dis- 
bursements over receipts of $118.03. The balance of funds of the 
Mississippi Democratic Committee and the respective bank accounts 
were as follows: 





Account | Bank | Balance Overdraft Date 
Truman-Barkley_............_. Deposit Guaranty Bank & 27. 88 a Jan. 22,1949 
Trust Co., Jackson, Miss. 
Mississippi Democratic Commit- |_....do........---- ieee 65. 43 ’ Feb. 28, 1951 
tee special account. | 
Mississippi Democratic Commit- | Bank of Raleigh, Raleigh, |_____- $227.68 | Mar. 27, 1951 
tee. | Miss. 
Mississippi Democratic Commit- | Meridian, Miss_.._______- | 16.34 |. Oct. 20,1949 
tee. 
I int inns es |------ . en WE te wales 109. 65 


bona» ag ad Se to bk ce aiieanaiiemnesiaa 7 118 03 | 





The disbursements of the Mississippi Democratic Committee during 
the period from October 9, 1948, to March 27, 1951, are set forth as 
exhibit I, in the appendix. A summary of these disbursements is as 
follows: 

To sundry officers, members, and representatives of Mississippi Amount 

Democratic Committee__- : a : $38, 241. 63 
For other operational expenses 3 16, 118. 55 
For inauguration float- ‘ wee: 5 ; 1, 002. 65 
Payment on bank loan___......._.-.---- te tah wig : sone 200. 00 


pi Nene ets fe ei be Se ce aoe . 55, 562. 83 

None of the above disbursements were known to have been used in 
connection with any political campaign except a payment of $500 to 
Clark Pearce, which allegedly was used in the 1950 congressional 
campaign of Ross A. Collins, of Meridian, Miss. 

It will be noted that Curtis Rogers received a total of $12,954.25 of 
committee funds. This sum was paid or obtained by Curtis Rogers 
as follows: 





Miscellaneous expenses ake isc hss geeks eye $795. 00 
COR as os i st oe RET 4, 599. 25 
Cashed checks---._-_--- Sagas Ate ee aa eee, 2 ; 7, 560. 00 

meee Re ise ie PeRISLL Si : 12, 954. 25 
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It is noted that on February 27, 1951, Curtis Rogers cashed a check 
in the amount of $6,000 but subsequently redeposited $900 of it in 
order to cover'an overdraft of funds in the account of the Mississippi 
Democratic Committee at the Bank of Raleigh. Rogers states that 
he withdrew the $6,000 from the committee account in February 1951 
as he intended to turn that’ money over to the national committee. 
The record indicates that no funds have been turned over to the 
national committee. Other withdrawals by Rogers are unexplained. 


E, CASH FUNDS DEPOSITED IN PERSONAL BANK ACCOUNT OF CURTIS 
ROGERS 


During the period from January 1, 1949, to April I, 1951, there was 
deposited in the personal account of Curtis Rogers at the Bank of 
Raleigh, Raleigh, Miss., total currency in the amount of $18,455 
as follows: 


a i a hie icc wine wm eel kel wera SE SOS diate aie lia J ominie: Siig ea 
I ee a a eal el wy ac'en wr wiles wee wines captions 
Sell, 0, BeOk; BO A. 2, AMOR. 6. oS wee oe : nin ab cients Soe eS 2, 810 

Bes as sas ek ee a ee cn ee ees ouat taleio teed ate Oa ee 


Curtis Rogers was questioned regarding the substantial amount of 
cash deposited in his personal bank account during 1950. He testified 
that $7,245 in cash was paid to him by his brother, J. S. Rogers of 
Colorado City, Tex., during the year in repayment of a loan of $7,500. 
Rogers maintained that he had in December 1949 made his brother 
a loan for this amount and that $5,000 was cash which he had saved 
over a period of years and kept in a hat box in his home. He further 
testified that the repayment on the loans from his brother was made 
to him in cash from time to time during 1950. This he said was the 
source of the substantial cash in his 1950 bank account. 


F. OTHER DIVERSION OF FUNDS 


Mr. and Mrs. C. V. Murphy of Winona, Miss., were very active in 
collecting contributions on behalf of the Mississippi Democratic Com- 
mittee, especially in connection with post office jobs and the Jefferson- 
Jackson Day dinners. There is evidence that between November 15, 
1950, and February 2, 1951, the Murphys received from six individuals 
and deposited in their bank account a total of at least $2,500. The 
Murphys allege that these funds were in turn paid to Curtis Rogers 
in cash; however, Rogers denies receiving any such sums of cash as 
alleged by the Murphys. 

The circumstances surrounding the maintenance and handling of 
funds by the Mississippi Democratic Committee makes it impossible 
for this subcommittee to state with any degree of accuracy that the 
financial transactions as summarized in this part of the report represent 
all of the funds collected by the Mississippi Democratic Committee or 
its representatives. These circumstances include the lack of adequate 
financial records; the substantial amounts of cash handled by the 
Mississippi Democratic Committee; the conflicts in testimony re- 
garding the receipt of cash contributions by Rogers, and the circum- 
stances regarding the deposit of substantial amounts of cash in Rogers’ 
personal bank account. 
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G. RETURN OF FEDERAL PATRONAGE TO MISSISSIPPI CONGRESSIONAL 
DELEGATION 


On February 26, 1951, several days after the Mississippi Senators 
had made aebtie disclosures regarding improper activities.on the part 
of representatives of the Mississippi Democratic Committee, Mr. 
Boyle, as chairman of the Democratic National Committee, issued a 
press release in which it was stated that he had declared vacant the 
post of Democratic National Committeeman for Mississippi. Mr. 
Boyle further announced the vacancy would be filled in Scone aon? 
with the laws of Mississippi regarding the election of party officer 
This action by Mr. Boyle in removing Hood from his post as Acting 
Democratic National Committeeman, had the effect of bringing to an 
end the Federal patronage rights and other political powers w hich had 
been exercised by Hood and the Mississippi Democratic Committee. 
At the same time Mr. Boyle notified the members of the Mississippi 
congressional delegation that Federal patronage in the State was being 
restored to them. 


H. OTHER-ACTIVITIES IN THE MISSISSIPPI DEMOCRATIC COMMITTEE 


There is evidence that representatives of the rump committee sought 
to use the political power and prestige of that group for their own 
financial gain and for other improper purposes. That such attempts 
were made is evidenced from correspondence between Clarence E. 
Hood, Jr., Forrest B. Jackson, Glenn P. Boehm, and representatives 
of the Democratic National Committee. Boehm who maintained 
offices as an ‘‘industrial consultant’”’ in Washington, acted as a paid 
adviser to the committee because of his alleged contacts and influence 
with various high officials in Washington, including officials of the 
Democratic National Committee. In addition Boehm has for 
number of years personally represented Hood in various business 
transactions, including negotiations with Government agencies. 

It is clear that Hood sought to be advised of all Government con- 
struction projects in Mississippi before the contracts were awarded. 
Furthermore, he sought to obtain various information concerning 
prospective construction at the Air Research Center at Tulahoma, 
Tenn., and to obtain similar information on other specific Federal 
projects in Mississippi. (See exhibits II, III, 1V, and V in the ap- 
pendix.) As Hood pointed out in his correspondence he had available 
construction corporations which could proceed with any size job on 
short notice. While Hood contends that he sought various information 
concerning Government contracts merely to be of assistance to Missis- 
sippi businessmen, the letters themselves and the facts indicate other- 
wise. Hood was in the lumber business and he stood to profit per- 
sonally if he could get the “‘jump”’ on bidding or negotiating on Gov- 
ernment contracts. Furthermore, it would be to his personal business 
advantage if he could use his political influence or otherwise persuade 
contractors who engaged in Government work to buy their lumber 
from his companies. This correspondence also indicates that Hood 
and Jackson apparently made unsuccessful efforts to associate them- 
selves with contractors who would be engaged in Government work. 

There is also evidence that Hood and Jackson attempted to exert 
political influence on RFC loans in Mississippi. In a letter dated 
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N ovember 22, 1949 (see exhibit II1) Hood advised Boehm of his 
interest in the RFC financing of certain cooperative fertilizer plants 
at Yazoo City, Miss. Jackson who had been furnished a copy of 
this letter advised Hood in a communication dated November 23, 
ee . . Ty r oe 
1949 (see exhibit IV) that counsel for the Yazoo City concern gave 
no evidence of loyalty to the Democratic Party and he indicated 
that they should not get a RFC loan for that reason. At no time 
was any mention made of the reasons for denying the loan on the 
grounds that it was a bad investment or a bad loan. There is no 
doubt that Forrest Jackson, who was the legal counsel for the Mis- 
sissippi Democratic Committee, adhered to the erroneous notion that 
politics should play a part in the granting of RFC loans. This is 
clearly evidenced by his sworn testimony before the subcommittee.! 
Another example of attempts of this group to use political influence 
to their own monetary advantage is found in the efforts of Hood to 
initiate a Government investigation of the First National Bank of 
Meridian at a time when Hood was engaged in a lawsuit with that 
bank. Ina letter to Paul Dillon, a St. Louis attorney, dated January 
14, 1950 (see exhibit VI in appendix), Hood calls attention to the fact 
that his corporate interests were suing the First National Bank of 
Meridian and that Hood and Boehm had discussed the matter with 
Mr. Willett, a Director of the RFC in Washington, and it was allegedly 
at Willett’s suggestion that Hood was contemplating requesting an 
investigation of the bank by the Comptroller of the Currency with a 
view of effecting a possible suspension of the charter of the bank. 
This correspondence also indicates that Hood sought to have one of 
the Governors of the Federal Reserve Board contacted for the purpose 
of having that agency investigate the bank with which his lawsuit 
was pending. (See exhibits VII and VIII in the appendix.) Hood 
testified that he did not make any further attempts to initiate an 
investigation of the bank and that no investigation was, in fact, made. 
There is no evidence that Hood or any of his associates on the 
Mississippi Democratic Committee succeeded in using the political 
power of that group to obtain Government contracts, RFC loans, or 
other business advantages. However, the subcommittee believes that 
if this group had been allowed to remain in political power in Mis- 
sissippi, they would have made further attempts and possibly suc- 
ceeded in using improperly their political power for their own financial 
gain. 

1 Mr. FLANAGAN. Do you feel, Mr. Jackson, that the Reconstruction Finance Corporation should have 
conferred with the Mississippi Democratic Committee before it made a loan in this State? Is that what 
you are implying? 

Mr. Jackson. Mr. Flanagan, I wouldn’t put it that bluntly, sir. I would say that if it was going to 
have any political color at all, if the Senators and Congressmen were to use their political influence involv- 
ing RFC loans where the payment and handling of payments and other disposition of funds in Mississippi 
were being handled by the major Democratic Party and under the understanding with the Democratic 
National Committee, then that this committee, the Mississippi Democratic Committee, should have been 
at least contacted about it and they were not. 

Mr. FLANAGAN. In other words, you felt that the Mississippi Democratic Committee should have been 
contacted by somebody in Washington concerning RFC loans in this area? 

Mr. Jackson. Yes, sir. 

Mr. FLANAGAN. Why did you want to be contacted concerning an RFC loan? 

Mr. Jackson. We were engaged in an effort to try to build back and to revive and rejuvenate the Demo- 
cratic Party associated with and connected with the National Democratic Party in Mississippi, and in 
order to do that it was essentjal, as the Demecratic Committee in Mississippi saw it, and in line with 
the usual political practices as they have prevailedin my lifetime, at least, that you had to have some kind 
of influence and some power and something to build on, if you were going to build the party back in 
Mississinpi that could not receive but 20,000 votes for the Presidential nominee of the Democracite Party. 

Mr. FLANAGAN. And part of this plan was to have some influence in the granting of RFC loans in this 


area? 
Mr. Jackson. That is right, sir. 
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Ill. THe Sate or Post Orrice Joss 


The subcommittee in its investigation, as has been previously 
stated, did not attempt to investigate every charge of job selling in 
Mississip i. The purpose of the inquiry was to determine whether or 
not jobs had been sold, and if sold, to determine whether job selling 
was confined to a few isolated cases or whether such sales were wide- 
spread and systematic. 

In the case of post office appointments, which constituted the great 
bulk of Federal-patronage appointments in Mississippi, the Post Office 
Department would usually transmit to Hood the names of those per- 
sons, usually three, who were the top eligibles on the civil service list 
for positions as acting postmaster and rural mail carrier. ‘This eligible 
list was established under existing postal regulations and civil service 
laws. Under these regulations and laws the Post Office Department 
is required to notify the Civil Service Commission of existing job 
vacancies and request that an eligible list be established. The Civil 
Service Commission then announces and holds an examination. The 
successful candidates are put on the eligible list and the Post Office 
Department may appoint any one of the top three persons on that list. 
Most of the successful applicants are war veterans who have either 
a 5 or 10 point veterans’ preference. 

The Post Office Department, in its letters to Hood, transmitting the 
eligible list for any specific job, would ask him for information bearing 
upon the character and suitability of any of the eligible applicants. 
Hood in turn permitted and allowed the rump committee to make so- 
called investigations as to the character and suitability of the eligible 
applicants. Usually the representative of the Mississippi Democratic 
Committee, who made or arranged to make the “character and fitness 
investigation” of the eligible applicants would have a letter prepared 
in the Jackson, Miss., office of the committee, recommending one of 
the applicants. This letter would then be signed by Hood, who had 
the sole authority to make recommendations for the Mississippi 
Democratic Committee in patronage matters. It is quite obvious 
that the opportunity for exploitation of eligible applicants was 
presented to the Mississippi Democratic Committee, and its repre- 
sentatives, by reason of their control over the investigation and 
recommendation of one of the three eligibles on the civil service 
register. In addition to this procedure, committee representatives 
through Hood, on occasion, did recommend temporary appointments 
to post office positions where a civil service list had not as yet been 
promulgated. 

The testimony shows that frequently a representative of the 
Mississippi Democratic Committee would approach those on the 
eligible register and advise them that they were being investigated for 
the job, and at the same time, indicate that ‘‘ voluntary contributions” 
wae be expected from the successful applicant for the position. In 
some cases, it was not even necessary for a representative of the 
committee to visit the applicant. The testimony shows that the 
eligibles themselves came to the Mississippi Democratic Committee 
because it was common knowledge that in order to get appointments, 
“contributions’’ would have to be made to the committee. The 
eligible selected for appointment would invariably make a payment 
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ranging from $250 to $1,000 to the committee, ostensibly as a 
“voluntary contribution.” Almost always simultaneously therewith, 
the successful applicant or appointee would carry {back with him a 
copy of the letter of recommendation by the Mississippi Democratic 
Committee under the signature of Hood, recommending the con- 
tributor for the job of rural carrier or postmaster, as the case might be. 

The so-called voluntary contribution was the purchase price of the 
letter of recommendation. Testimony shows that in most cases it 
was clearly understood that if the appointment was not made, the 
contribution would be returned. It was clearly demonstrated that 
representatives of the Mississippi Democratic Committee, in selecting 
the eligible to be recommended, made little or no attempt to find out 
or inquire into the applicant’s political beliefs or to check on his 
general fitness for the position. Their main interest was whether or 
not the applicant was willing to contribute specified amounts to the 
committee. It is also of interest to note that in no case had any of 
the contributors previously contributed any substantial sums to any 
political organization. Further refutation of the allegation that these 
“contributions” were voluntary is to be found in the fact that in 
many instances it was shown that the contributors, who were invari- 
ably persons of modest circumstances, had to borrow part or all of 
the money in order to make the contribution. 

To illustrate the pattern of post-office job selling, certain specific 
cases were presented at the hearings before this subcommittee at 
Jackson, Miss. A brief summary of these cases is herein set forth. 


A. RURAL MAIL CARRIER, WINBORN, MISS. 


A civil-service register was established for a rural-carrier position 
out of Winborn, Miss., on Mareh 9, 1950. The following were de- 
clared to be the top three eligibles: 
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Each of these three applicants were actively interested in being 
appointed. Mr. Moorehead testified that he, accompanied by Rov 
Hall, had several interviews with Forrest B. Jackson, and Curtis 
Rogers, regarding the appointment to the rural carrier position. 
Jackson, in the discussions, brought up the subject of ‘‘contributions.”’ 
Moorehead testified that he asked Jackson, ‘“How large a contribution 
do you make?” Jackson at first refused to name an amount, but 
Mr. Moorehead offered to pay $2,500, and Jackson suggested that was 
too much and indicated that $750 would be sufficient. Curtis Rogers 
came in during this discussion and told Mr. Moorehead that a larger 
contribution would be in order. When Morehead asked how much, 
Rogers replied, ‘“‘Well, it seems to me like about $1,000.’ Moorehead 
went to the bank, cashed a check, and in the presence of Hall, gave a 
$1,000 bill to Jackson on the 3d of April, 1950. His appointment as 
a rural carrier was confirmed in Washington on April 12, 1950. The 
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following testimony clearly demonstrates that Jackson accepted this 
money contingent upon the appointment of Moorehead. 


Mr. FuanaGan,. And did you give the thousand-dollar bill to Jackson? 

Mr. Moorenweap. Yes, sir. 

Mr. Furanacan. What did he say when you gave him the bill? 

Mr. Mooreueap. He put it in his billfold and he says ‘‘ Your thousand dollars 
is right here, it will be in escrow until your appointment comes through. If it 
doesn’t, your thousand dollars is still here.” 

Mr. Fuanacan. So that then there was no doubt in vour mind that if you 
= os get the job you were going to get your thousand dollars back, is that 
right! 

eMr. Mooreueapd. That is what he said. 

Hall confirmed the testimony of Moorehead. Forrest B. Jackson 
and Curtis Rogers did not deny the receipt of the thousand dollars, 
but claimed that it was a voluntary contribution. 

The second applicant, Sidney Ayres, testified that it was common 
knowledge in the State of Mississippi that the Mississippi Democratic 
Committee controlled the patronage and that he was told he could get 
the rural carrier appointment at Winborn if he made a contribution of 
a thousand dollars. He borrowed a thousand dollars from his brother- 
in-law, Joel Hill, and in the presence of Hill, gave this money to Henry 
Debrow, who, though not a member of the committee, had close con- 
tacts with the committee and did considerable work for it. Ayres and 
Debrow then visited the headquarters of the committee at Jackson, 
Miss., and there spoke to Curtis Rogers after Rogers had conferred 
with Debrow privately. Ayres was given a copy of a letter of recom- 
mendation dated March 27, 1950, the same day that he gave the money 
to Debrow and was interviewed by Rogers. ‘Three days later, Debrow 
returned the money to Hill and told him that Beasley and Jackson 
had already appointed Moorehead. Debrow flatly denied these facts 
in the face of the testimony of both Hill and Ayres. However, De- 
brow’s testimony was inconsistent and his explanations appeared to 
be weak and improbable. No motive was apparent for Ayres and Hill 
to testify falsely against Debrow. 

Carl F. Ferrell, the third applicant, testified that he went to the 
Jackson, Miss., headquarters of the committee and was interviewed by 
©urtis Rogers and Clarence E. Hood, Jr., in the presence of Frank 
Mize. Rogers is alleged to have said, ‘““‘We understand that you are 
willing to pay $4,000 for the job.’’ Ferrell told him that it was 
ridiculous and that he did not have such an amount and that if he 
did have, he would not pay for the job. Ferrell testified that Hood 
laughed and said, ‘“That’s a lot of money.’”’ The interview was 
terminated and Ferrell did not get the job. Hood stated that he 
was present at this meeting with Ferreti, Mize, and Rogers at Jackson, 
but he denied that anyone ever asked Ferrell for a political contribu- 
tion. According to Hood, he (Hood) had heard rumors that Ferrell 
and other applicants had said that post-office positions could be 
obtained only if money were paid for the endorsement and he warned 
Ferrell that nobody could buy a recommendation for any job. 


B. ACTING POSTMASTER, WEST POINT, MISS. 


Joseph T. Ruble was appointed acting postmaster at West Point, 
Miss., on November 1, 1950. He testified that to obtain his job he 
approached Frank F. Mize, chairman of the Mississippi Democratic 
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Committee, who referred him to Forrest B. Jackson and Curtis 
Rogers. Jackson suggested that Ruble obtain the endorsement of 
the committeeman of his congressional district, which Ruble did. 
About October 4, 1950 Ruble went again to the Jackson, Miss., 
headquarters of the committee and spoke to Curtis Rogers. Rogers 
talked of the expenses which the committee had to meet and the 
salaries it had to pay, and point blank asked Ruble if he were willing 
to make a contribution. Ruble offered to give Rogers a check, which 
Rogers refused to take, and so it was arranged that Ruble bring in 
$500 in cash and turn it over to the office secretary, Miss Laverne 
Yelverton. The next morning, October 7, 1950, Ruble cashed a 
draft for $500 and delivered the money to Miss Yelverton, whereupon 
she gave him a copy of the letter of recommendation for the appoint- 
ment as temporary postmaster at West Point, Miss., addressed to the 
Assistant Postmaster General Joseph J. Lawler. Ruble thereafter 
received notice of his appointment on October 25, 1950, was sworn in 
October 31, 1950, and took office on November 1, 1950. Ruble 
testified that he never considered the $500 as a voluntary contribution. 
The following question and Ruble’s answer indicates his notion of the 
$500 which he turned over to the Mississippi Democratic Committee. 

Question. Then it really was not a voluntary contribution, it was a voluntary 


purchase? 
Answer. That’s it exactly. 


We find in this case evidence that Rogers attempted to tamper 
with a witness. Such tampering is indicative of the improper nature 
of the operations by Curtis Rogers and other members of the com- 
mittee and evidence of guilty knowledge. Ruble testified that in the 
latter part of February 1951 he received a telephone call from Rogers, 
who asked that he meet him on the outskirts of West Point, on the 
highway. Ruble drove to the highway, to the appointed place, and 
found Rogers and another man, who he identified as Beasley, sitting 
in Rogers’ car. Rogers came over to Ruble’s car and told Ruble that 
the matter of the “contributions” was being investigated and he told 
Ruble not to tell anyone that he had given the “contribution” of 
$500 for his job. Rogers advised him that if he told the truth, they 
would all be in trouble. Rogers admitted the surreptitious meeting 
with Ruble but denied any attempt to influence Ruble’s testimony 
regarding job sales. According to Rogers, Ruble wanted to obtain 
Rogers’ aid in getting a friend out of jail. Under the circumstances 
Rogers’ explanation does not seem to be credible. 


C. ACTIVITIES OF MR. AND MRS. C. V. MURPHY 


The above illustrations were examples of cases where people seeking 
jobs came to the headquarters of the Mississippi Democratic Com- 
mittee because it was common knowledge that this group controlled 
the appointments to the jobs, but there was another class of cases 
where the committee resorted to soliciting persons for positions. 
This method of using minor officials or other henchmen of the com- 
mittee to solicit persons seeking Federal jobs made it possible for the 
principal members of the inner circle of the Mississippi Democratic 
Committee to avoid coming in direct contact with those persons to 
whom jobs were sold. CC. V. Murphy has been a rural carrier out of 
Lodi, Miss., for many years, and thus was prohibited by the Hatch 
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Act from engaging in political activities. His wife, Mrs. Ollie Mae 
Murphy, was not so restricted or prohibited. Mrs. Murphy became 
a district committeewoman for the Mississippi Democratic Committee 
in March of 1950, and became most active in the collection of con- 
tributions from prospective postal employees. On many trips and 
many of her interviews with prospective postal employees, she was 
accompanied by her husband and appears to have been closely 
advised by him. According to her testimony, she was instructed by 
Curtis Rogers to interview post office job applicants and to obtain 
their “‘donations,’”’ payable to her personally. These donation checks 
would be deposited to one of her several bank accounts and she would 
personally deliver the “donations” in cash to Curtis Rogers. Mrs. 
Murphy testified that Rogers gave her specific instructions that he 
did not want checks payable to the committee, and that he insisted 
on cash only. 

Mrs. Murphy claimed, in her testimony, that she wanted to dis- 
continue working for Rogers on several occasions, but that she was 
afraid to because he threatened to have her husband discharged from 
his post office job if she quit, and she felt that he would be able to do 
so. She-is known to have acted as a collector and contact in the 
following matters: The temporary postmastership at Oakland, Miss.; 
rural carrier at Calhoun City, Miss.; postmaster at Cumberland, Miss. ; 
rural carrier at McCool, Miss.; and rural carrier at Europa, Miss. 
Each of these cases will be discussed separately hereinafter. 

Again, we have evidence of an attempt to influence witnesses. Mr. 
and Mrs. Murphy testified that after they had been subpenaed by 
this subcommittee to appear before it at Jackson, Rogers met them in 
Jackson and told them not to tell this subcommittee that he had ever 
insisted on cash payments and not to tell the subcommittee that he 
had ever given her any expense or other moneys. They testified that 
Rogers promised that if Mrs. Murphy did not tell these facts, he would 
reimburse her for certain expenses she had personally incurred in 
connection with the work. As in the case of the other witness who 
alleged that Rogers attempted to influence his testimony, Rogers 
admitted the meeting with the Murphys but denied that he in any 
way attempted to influence their testimony before the subcommittee. 


D. ACTING POSTMASTER, OAKLAND, MISS, 


Luther Green, of Oakland, was appointed acting postmaster of Oak- 
land on September 30, 1950, upon the recomme ndation of the Missis- 
sippi Democratic Committee. This appointment was made over the 
strenuous objections of his fellow townsmen because of his ownership 
and operation of a “disreputable juke joint’? which they charged was 
operated in such manner as to interfere with and disturb church 
services. Examination of Green’s bank account in the Bank of Oak- 
land disclosed that Green gave Mrs. C. V. Murphy a check for $350, 
dated November 1, 1950. Mrs. Murphy testified that when she 
offered to turn over this sum to the Mississippi Democratic Commit- 
tee she was told by Rogers to keep it in payment of her expenses in 
attending a Democratic convention in Chicago. 

Reveal of the townspeople, including one of the local ministers, 
appeared before the subcommittee and testified that they had pro- 
tested against the appointment of Green because they felt that he 
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was an improper person to act as a postmaster, and they told of 
sending a delegation which visited Mr. and Mrs. C. V. Murphy to 
protest Green’s appointment. Nothing came out of this interview, 
and Green was appointed. 

An interesting sidelight as to the methods used in selling post-office 
jobs is to be found in the testimony of L. A. Walker, of Oakland, Miss., 
who testified that he was the barber in the town. He did not know 
Mr. and Mrs. C. V. Murphy until they approached him one day 
before Green’s appointment and asked him if he would be interested 
in becoming the postmaster of the town, and they told him that he 
could do so upon the payment of a sum of money. He refused their 
offer, and it was shortly thereafter the he heard that Green had been 
appointed. Green was called as a witness; admitted the payment to 
the Murphys, but claimed that his payment was a “voluntary con- 
tribution.”” He had no satisfactory explanation for his making the 
check payable to Mrs. C. V. Murphy. 


E. RURAL CARRIER, CALHOUN CITY, MISS. 
A civil-service register was established for a rural-carrier position 


at Calhoun City, Miss., on October 27, 1950. The following were 
declared to be the top three eligibles: 
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Archie Ralph Watson, first on the eligible list, learned that control 
over his appointment was supposed to be vested in Mr. and Mrs. 
C. V. Murphy. Watson called at their home. The Murphys stated 
to Watson that he would have to contribute $300 or more in order to 
get the appointment as rural carrier at Calhoun City. Before Watson 
could bring this “donation,” it was announced that Perkins had been 
appointed rural carrier. Watson testified that Mr. Murphy then 
telephoned to him and said that Beasley had forged Hood’s name to 
the endorsement of Perkins and that Perkins’ appointment would be 
canceled. Later Mr. Murphy told Watson that Hood did not want 
to have a public scandal and therefore Perkins’ appointment was 
going to stand. The Murphys then suggested that Watson establish 
a residence at Stewart to make him eligible to get the appointment 
as rural carrier there and it was agreed that Watson was to pay $2,000 
for the rural-carrier job at Stewart, payable $300 down and $30 
monthly, until Watson got a temporary carrier’s job. Thereafter, 
the monthly payments were to be $50 each, until the full sum of 
$2,000 had been paid. The first check for $350 and the second check 
for $30 were deposited in the joint account of Mr. and Mrs. C. V. 
Murphy: Watson stopped payment on the rest of the postdated 
checks. The Murphys returned $200 to Watson, the same day that 
the subcommittee staff members interviewed Watson on March 20, 
1951. 

Ralph J. Perkins testified that he asked Frank F. Mize to endorse 
him for the job as rural carrier. Mize suggested that Perkins see 
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Curtis Rogers. Perkins drove to Rogers’ home in Sylverana, Miss. 
Rogers told Perkins that jobs were not for sale, but from his conver- 
sation he led Perkins to believe that in order to get the rural-carrier 
job, it would be necessary to make a contribution. In the latter 
part of June 1950, Perkins received his rating on the eligible list, and 
he visited Rogers at the committee office. Rogers promised to help 
Perkins get the job, but kept talking about contributions. Perkins 
went home and mailed a check for $300, dated June 28, 1950, payable 
to the order of the Mississippi Democratic Committee. A few days 
later, Perkins again visited the committee headquarters, and Rogers 
indicated to him that it would be advisable to contribute some more, 
so Perkins sent a check for $200, dated July 2, 1950, to the committee. 
The records found in the committee’s office show that a letter of 
recommendation was written on the stationery of the Mississippi 
Democratic Committee on July 5, 1950, and again on November 4, 
1950. Perkins received his appointment as a rural carrier on Novem- 
ber 7, 1950. 


F. ACTING POSTMASTER, CUMBERLAND, MISS. 


Elmer W. ‘Palmer, a resident of Cumberland, Miss., was approached 
by Mr. and Mrs. C. V. Murphy on November 14, 1950. They in- 
formed him that a vacancy existed for the position as acting post- 
master in the town. Palmer testified that he had not been aware 
that a vacancy existed until he was approached by the Murphys. 
Palmer agreed to make a contribution and gave a check to Mrs. 
Murphy dated November 11, 1950, for $600. The records show that 
a letter of recommendation was sent out upon the stationery of the 
Mississippi Democratic Committee to the office of the Postmaster 
General on November 15, 1950, and Palmer was appointed as acting 
postmaster on December 31, 1950. It was brought out in the testi- 
mony that Palmer had never made any contribution to any political 
party before, and that he made this contribution at the suggestion 
of Mr. and Mrs. C. V. Murphy. Palmer testified that it was com- 
monly rumored that these jobs were promised for contributions, and 
that he would not have made the contribution had he not been 
approached for the job. 


G. RURAL CARRIER, M’COOL, MISS. 


George B. Kerr testified that he had been in the railway mail service 
at Memphis, Tenn., for some 3 years, and that he wanted a transfer to 
a job as a rural carrier to be near his home in McCool, Miss. He 
applied through regular channels for such transfer but when he did 
not get any results, he made inquiries and found that, in order to get 
the transfer, he would have to see Mrs. C. V. Murphy. He visited 
her at her home on November 20, 1950, and requested that she obtain 
a transfer for him. Kerr testified that Mrs. Murphy said it was 
customary to make a contribution to the Mississippi Democratic 
Committee. Kerr demurred and questioned the legality of making 
such contribution, and Mrs. Murphy assured him that it would be 
legal. Kerr offered to make a contribution of $500, and Mrs. Murphy 
replied, saying, “Well, that is not hardly the average contribution.” 
Kerr then offered to increase the contribution to $750, providing 
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that he could pay $500 down and $250 by a postdated check. There- 
upon, Kerr gave Mrs. Murphy a check in the sum of $500, dated 
November 20, 1950, and a check for $250 dated January 20, 1951. 
The records show that a letter written on the stationery of the Missis- 
sippi Democratic Committee recommended Kerr for transfer to the 
job as rural carrier at McCool on November 21, 1950, and that Kerr 
was Officially transferred from railway mail clerk to the job of rural 
carrier on February 26, 1951. Kerr further testified that he had 
never before made any contribution to any political party. 


H. TEMPORARY RURAL CARRIER, EUPORA, MISS. 


Mr. Henry P. Bingham testified that he desired to obtain a position 
as temporary rural carrier at Eupora, Miss. ; that he first requested the 
help of his Congressman in obtaining this position, but was informed 
that the patronage was apparently in the hands of Mr. and Mrs. C. V. 
Murphy. He thereupon called upon Mrs. C. V. Murphy and told 
her that he would like to get the job as temporary carrier. Mrs. 
Murphy brought up the question of contributions and suggested that 
he pay the equivalent of 1 month’s salary, namely, $300. Bingham 
demurred and stated that he did not have that much money, and it 
was finally agreed that he pay three monthly installment checks, each 
for the sum of $100, payable on the 15th of October, the 15th of 
November, and the 15th of December 1950. On December 15, he 
found that he was not able to meet the payment and then he issued 
two other checks, each in the amount of $50, dated January 15 and 
February 15, respectively. After Bingham gave Mrs. Murphy the 
checks, Mrs. Murphy telephoned to the Jackson headquarters of the 
committee and after she turned away from the phone, she said, ‘‘ Well, 
Paul, you have got the job.” The records show that Bingham was 
appointed on October 30, 1950, as a temporary rural carrier, 


I. RURAL MAIL CARRIER, SONTAG, MISS. 


A civil-service register was established for a rural-carrier position 
out of Sontag, Miss., on June 19, 1950. The following were declared 
to be the top three eligibles: 


Name Rating |Veterans’ preference 
| 








> 


Percent 
Ernest A. Douglas... ._- Ys 5 points. 
Roy A. Schmidt 96 | Do. 


Grover Cleveland Smith _______-_-- woscnssonceccctcnccocosesenesenee-| & | Do. 








Ernest A. Douglas apparently made no attempt to contact the 
Mississippi Democratic Committee, nor does it appear that the com- 
mittee attempted to contact him, and, although first on the civil- 
service register, it does not appear that he was ever considered for 
recommendation for appointment. 

Applicant No. 2, Roy A. Schmidt, testified that in the month of 
June 1950, one Homer Leggett came to see him at his residence. 
Leggett told Schmidt that he had been sent by B. C. Beasley, secre- 
tary of the Mississippi Democratic Committee, to offer Schmidt the 
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appointment for the rural-carrier job at Sontag, but that the com- 
mittee would have to have some money for the job. Leggett also 
mentioned a figure of $1,000. After some conversation, Leggett 
reduced the figure to $800, and told Schmidt that if he did not have 
the money or did not wish to pay, then Grover Cleveland Smith 
would be contacted, and if Smith did not pay for the job, the entire 
list would be declared ineligible and a new examination held. Schmidt 
and Leggett went to the Jackson, Miss., headquarters of the com- 
mittee to see Beasley. They found the office closed and a note from 
Beasley suggesting that Schmidt return the following day. Schraidt 
did not return and lost interest in the matter. About a month later 
Schmidt heard that Grover Cleveland Smith was appointed rural 
carrier. 

The third applicant, Grover Cleveland Smith, testified that he 
came to Jackson, Miss., on or about the 5th or 6th of July 1950 and 
spoke to Beasley. Beasley told him that he would have to make a 
donation if he wished to obtain the job, and stated that the usual 
donation was a thousand dollars. Smith told Beasley that he did 
not have any money and finally the amount to be paid was reduced 
o $500. Smith testified that he borrowed $500, and paid it in five 
$100 bills to Beasley on the 7th of July 1950. He received notice of 
his appointment on the 16th or 17th of July effective the 7th of 
August, 1950. The question of whether or not this was a voluntary 
contribution is to be answered by the following excerpt from the 
testimony: 

Senator McCievxian. Do you consider yourself as making a voluntary political 
contribution? 

Mr. Smirux. Well, Senator, so to speak. If someone had a knife in your back, 
telling you what to do, would you consider you were doing it voluntarily? 


Senator McCLeuuan. I would not consider it voluntary. 
Mr. Smit. Well, I didn’t either. 


J. TEMPORARY RURAL CARRIER, MOOREVILLE, MISS. 


Robert E. Whiteside testified that he heard that there would be a 
vacancy of a rural-carrier job at Mooreville, Miss., and that the 
patronage was controlled by the Mississippi Democratic Committee. 
He went to the committee headquarters in Jackson, Miss., and was 
interviewed by B. C. Beasley, secretary of the Mississippi Democratic 
Committee. ‘Whiteside testified that Beasley made it very clear 
that, in order to get an appointment, it was necessary for him to 
make a donation even though he was a 10-point veteran. Beasley 
had indicated that in his case, the committee would be willing to 
accept a “donation” of $500. Whiteside testified that he mailed a 
check to the committee for $500 about 3 weeks before he received his 
temporary appointment on June 26, 1950. The records of the 
Mississippi Democratic Committee show that a $500 check signed by 
Robert E. Whiteside dated April 29, 1950, was received by the 
committee. Mr. Whiteside testified that he did not consider this 
contribution to be a voluntary one; that he was not interested in 
making any political contribution, but he saw no other way in which 
to get a job to which he thought he was entitled except by paying this 
sum of money to the Mississippi Democratic Committee. 








20 FEDERAL JOB SELLING IN MISSISSIPPI 


K. RURAL MAIL CARRIER, BROOKHAVEN, MISS, 


Stonewall P. Woolley testified that he had civil-service status by 
reason of his prior employment in the Veterans’ Administration. He 
sought transfer and reinstatement as a civil service employee to a posi- 
tion as a rural carrier at Brookhaven; he testified that he had heard 
that in order to get such a transfer, he would have to have the help of 
the Mississippi Democratic Committee. He spoke to Beasley, secre- 
tary of the committee, at the Jackson headquarters, and as a result of 
his conversation, he made a contribution of $250 about September 
1949. The records show that he was recommended for reinstatement 
on the letterhead of the Mississippi Democratic Committee on Sep- 
tember 2, 1949; that thereafter Woolley gave another check for $250 
on March 15, 1950, and on March 27, 1950, he received his appoint- 
ment as a rural carrier out of the Brookhaven post office. Although 
Woolley persisted in claiming that the payment on his part was a 
voluntary contribution, he admitted that this was the first and only 
time that he had ever made a contribution to a political party. A 
comparison of the dates of payments and the dates of recommendation 
and appointment make it obvious that these payments by Woolley 
were in consideration of this appointment as a rural carrier. 


L. RURAL MAIL CARRIER, STAR, MISS. 


Mr. Milton A. Loflin testified that he was interested in becoming a 
rural carrier out of the Star, Miss., post office, and he went to the 
Mississippi Democratic Committee in Jackson, Miss., and met several 
men there, including Mr. Hood and Mr. Beasley. Beasley inter- 
viewed Loflin, and Loflin testified that Beasley kept talking about the 
need for contributions and the fact that they had many expenses to 
meet. Loflin testified that he borrowed $250 and gave it to the 
Mississippi Democratic Committee on 2d or 3d of November 1949. 
The records show that he was appointed as temporary rural carrier a 
few days later, on November 7, 1949, and his classification was 
changed to permanent carrier on May 15, 1950. Loflin testified that 
he had never made any political contributions before, and that he 
understood that he had to donate the afore-mentioned sum if he 
wanted to get the job. 


M. ACTING POSTMASTER, MISSISSIPPI CITY, MISS. 


Alice G. Logel was appointed acting postmaster, Mississippi City, 
Miss., on February 5, 1951. Prior to the appointment, John Monroe 
received a letter dated December 26, 1956, signed by Postmaster 
General J. M. Donaldson, advising him that he had been appointed 

ostmaster at Mississippi City. An identical letter was sent to Alice 

yel on January 19, 1951. 

ohn Monroe testified that early in December 1950, Louis Rosetti, 
a police officer of Biloxi, Miss., came to see him and discussed the 
postmaster’s job at Mississippi City. Prior to this Monroe knew 
nothing about the postmaster’s job. Rosetti asked Monroe, ‘Would 
you be interested in a job that pays close to $4,000 a year as post- 
master of Mississippi City.’”’ Rosetti told Monroe that there would 
be a contribution to the Presidential campaign fund, and mentioned 
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a contribution of $500. On December 7, 1950, the Mississippi Demo- 
cratic Committee wrote to Monroe, saying they had received from 
Douglas Smith a recommendation for his (Monroe’s) appointment, 
and they also sent to Monroe a copy of a letter which they had sent 
to the Postmaster General at Washington, which was signed by Clar- 
ence Hood and said: 

After examination and due consideration, it is recommended that Mr. John 

Charles Monroe, Box 34, Mississippi City, a 10-point veteran who meets the 
necessary requirements, can act in the capacity of postmaster. 
Monroe received a letter dated December 26, 1950, from Postmaster 
General Donaldson, which advised him that he had been appointed as 
acting postmaster at Mississippi City. A few days after receipt of 
the foregoing letter, Monroe went to see Douglas Smith, the local 
member of the Mississippi Democratic Committee, and told him that 
he would not give a contribution. Monroe received no correspond- 
ence of any kind from the Post Office Department other than that 
mentioned. He was never advised that he was not to be postmaster. 
Mr. Monroe, on visiting the post office at Mississippi City, learned 
that Alice Logel had been appointed acting postmaster. 

Alice G. Logel, acting postmaster at Mississippi City, testified that 
Mrs. Callie R. Davis, acting postmaster at Handsboro, Miss., con- 
tacted her on three occasions; first, at her (Logel’s) home, next, in 
the Handsboro post office, and third, in - Mississippi City post 
office. Miss Logel testified as follows concerning her conversation 
with Mrs. Davis: 

She asked me if I was interested in the job or the position, and I told her, at 
one time, I was not, and then later I contacted her and told her that I was in- 
terested and then she said, ‘“‘Are you interested to the tune of $500?” 

Mrs. Callie R. Davis, acting postmaster, Handsboro, Miss., testified 
that she contacted Miss Alice G. Logel at the suggestion and request 
of Mr. Douglas Smith, a member of the Mississippi Democratic Com- 
mittee, and Mr. Rosetti, her sister’s brother-in-law. Mrs. Davis was 
definite in her testimony that she was told by Smith and Rosetti to 
get $500 from Miss Logel and she further testified that she passed on 
their demand to Miss Logel. 

It should be stated that Miss Logel was summoned as a witness 
and testified that she did not make any payment of any kind or 
character, either before or since her appointment. Hood was called 
to the witness stand to explain why he made the change from the 
recommendation of Monroe to Miss Logel, and he gave as his explana- 
tion the fact that some relative of Miss Logel called and told him that 
she would make a very admirable postmaster, and he changed the 
recommendation and appointed Miss Logel. 


N. RESPONSIBILITY OF THE POST OFFICE DEPARTMENT IN MAKING JOB 
APPOINTMENTS 


The subcommittee has been deeply concerned over the failure of the 
Post Office Department to clean its own house prior to the Senate 
investigation. 

Hood and Jackson alleged that as early as the summer of 1950 
complaints of job selling came to the attention of the officials of the 
Post. Office Department, as well as to officers of the Democratic 
National Committee. Some of these allegations are denied by officers 
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of the Post Office Department and officers of the Democratic National 
Committee. Jackson testified that on or about July 1950 there was a 
cessation of communications from the Post Office Department on 
requests for recommendations from the Mississippi Democratic Com- 
mittee. According to Jackson, he telephoned to the office of J. J. 
Lawler, Assistant act aie General and he was told by some person 
in Mr. Lawler’s office that the reason for the cessation of requests for 
recommendations was that the Post Office Department had received 
reports about the Mississippi Democratic Committee that did not 
sound good and the Department was making an independent investiga- 
tion. Jackson stated he then telephoned Mr. Robert M. Moore of the 
Democratic National Committee, and Moore told him that he had 
also heard rumors that there was something wrong in ‘Mississippi and 
suggested, ‘I think you all had better come up to straighten it out.’ 
Jackson in his testimony stated that he spoke to Mize, Rogers, and 
Row about going to Washington, but Hood was unable to go with 
them 

He further testified that he, Rogers, and Mize went to Washington 
and conferred with representatives of the Democratic National 
Committee. According to Jackson, Mr. Lawler joined the conference 
and stated that there had been reports of sales of post office jobs or 
rural carrier routes at Coffeeville and Houlka, Miss. Jackson alleged 
that they all adjourned to Lawler’s office in the afternoon to examine 
the particular charges. The files were examined and it was determined 
that the Houlka appointment was made in 1948 before the Mississippi 
Democratic Committee had the patronage and therefore the Missis- 
sippi Democratic Committee was not involved. However, it appears 
from Jackson’s testimony that some charges in the files were directed 
against B. C. Beasley, the secretary of the ramp committee. Jackson 
testified he told Lawler that Beasley was confined to‘an asylum in 
Mississippi and he was no longer connected with the Mississippi 
Democratic Committee. Lawler is reported by Jackson to have 
stated: 

Well, he can’t ever be connected with the committee again because of these 

charges. We don’t want any suspicion there of the sales of postal jobs or appoint- 
ments as a consideration; that is, as a consideration for the appointment a con- 
tribution of money or what not. 
Jackson further testified that there was some discussion with Moore 
and Lawler regarding the propriety of accepting political contributions 
from persons being, recommended. for jabs. Another point of dis- 
cussion according to Jackson concerned the possible violation of the 
Hatch Act because of the political activities of Mr. Claude V. Murphy 
and his wife. Jackson testified that Lawler said: 

I will handle the Murphy business, you need not worry any further about that; 

that can be handled. 
According to Jackson, Lawler further stated that the Postal Inspection 
Service would make an investigation and if it found violators, they 
would be prosecuted. However, Jackson testified that, insofar as he 
knew, the postal inspectors made no further investigation until the 
Senate investigation was ordered. 

Hood testified that about June or July 1950, he received a telephone 
call from Mr. Moore of the Democratic National Committee. Hood 
claimed that Moore told him that there were serious charges made 
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about job selling in Mississippi and suggested he come to Washington 
for a conference. Shortly thereafter, Hood came to Washington and 
conferred with Lawler and Postmaster General Donaldson concerning 
the manner in which the post-office jobs were being handled in Mis- 
sissippi. When the files were examined, Hood claims they revealed 
that the Mississippr Democratic Committee was not involved because 
the jobs were alleged to have been sold before he and the Mississippi 
Democratic Committee were granted the patronage. According to 
Hood this explanation apparently satisfied the Post Office officials, 
and the power of recommendation for patronage jobs was returned to 
Hood. 

The testimony of Hood and Jackson was contradicted by Mr. Moore 
of the Democratic National Committee who denied making an appoint- 
ment in June or July to confer about job selling with Mr. Lawler and 
the Postmaster General. Moore claims that the first knowledge he 
had of the reported job selling in Mississippi came to him about 
February 26, 1951. Moore likewise denies having any conversations 
with Hood, Mize, Rogers, Jackson, or Lawler concerning the assur- 
ances that the committee could accept voluntary contributions from 
Federal job applicants. 

Mr. Lawler categorically denied that he discussed charges of job 
selling with Hood or members of the Mississippi Democratic Com- 
mittee in the summer of 1950. Lawler stated that the only conference 
that he had with Hood was in December 1950 or January 1951, and 
denied having any conversation with Hood regarding the validity of 
voluntary contributions. Lawler stated that he met Hood only one 
time and that he had seen Rogers and Jackson only twice—once 
about January 5, 1951, and the second time about 2 weeks before the 
Post Office Department started its own investigation into the charges 
of job selling in Mississippi on February 18, 1951. 

owever, in the testimony of Postmaster General Donaldson, we 
have some form of corroboration that the conferences concerning job 
selling were actually held in July 1950. Postmaster General Donald- 
son testified: 

Mr. Hood was brought into my office I think in the late summer or early fall— 
I think it was far beyond June or Juiv—with the anonymous letter that we had 
received which indicated that a rural carrier had told an applicant for a position of 
rural carrier, that, ‘‘You will be required to pay for your job, because I paid for 
mine,’’ and that was all of the information we had. We did not know the name of 
the rural carrier who had allegedly paid for his job, neither did we know the 
identity of the office, but after this conversation with Mr. Hood it was the sup- 
position that the office involved was such and such an office—I believe you read 
the name—I have forgotten—and we sent for that file and found that this rural 
carrier at this office, if he were the one that had made this statement, had been 
appointed way back long before the Hood organization had begun as adviser. 
Then our conversation related to this rumor, the anonymous letter that we had 
received, to the effect that this Mr. Beasley was exacting contributions from 
persons with the promise that he would recommend them if they would make the 
contribution. And Mr. Hood denied that he had any knowledge of that, said he 
had accepted no contributions of any kind, and that if Mr. Beasley had accepted 
them, it was unknown to him, and that Beasley was no longer connected with the 
organization, that he was incarcerated at that time in some asylum or sanitarium, 


and that we could forget all.about him. He would no longer have anything to do 
with the committee. And that was about the substance of that conversation. 


The testimony is not clear as to what, if any, notice the Post Office 
Department might have had that the Mississippi Democratic Com- 
mittee or its representatives were engaged in the sale of post office jobs 
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prior to February 1951. However, it is clear that no Post Office in- 
vestigation was made of those charges until February of this year. 
Assuming that the Post Office Department had no previous notice of 
job selling in Mississippi, this subcommittee is at a loss to understand 
why the Department had not become aware of these illegal job-selling 
activities long before February 1951. Our investigation disclosed 
that the activities of the representatives of the Mississippi Democratic 
Committee in selling post-office jobs were brazen, widespread, and 
open. It appeared to be a matter of common knowledge among those 
persons who were seeking post-office appointments in Mississippi that 
the jobs were being sold by the Mississippi Democratic Committee. 
There are a number of post office inspectors permanently stationed in 
various parts of Mississippi and it appears that these or other postal 
officials, by the exercise of reasonable diligence should have known 
that postal jobs were being sold in that State. 

It is further pointed out that the appointment of post-office positions 
from the eligible lists of the Civil Service Commission is primarily the 
responsibility of the Post Office Department. If in making appoint- 
ments from these eligible lists the Post Office Department saw fit to 
seek the advice and recommendations of the Mississippi Democratic 
Committee or any other group or individual, it still cannot avoid its 
own responsibility for appointing qualified personnel in a legal and 
proper manner. In this case the Post Office Department sought and 
received the recommendations of Clarence E. Hood, Jr., who had been 
designated for that purpose by the Democratic National Committee, 
and there is no evidence that the Post Office Department or anyone 
else ever made any independent investigation of any kind relative to 
the reliability of those persons. Nor was any investigation made as 
to the methods this group used in selecting applicants for post-office 
appointments. Had such inquiries been made by the Post Office au- 
thorities, the improper activities of that group would have been un- 
covered long prior to this congressional investigation. 


IV. Sate or Orrice or Price STABILIZATION JOBS 


During the latter part of 1950, Mr. Michael V. DiSalle was appointed 
National Director, Office of Price Stabilization and wide publicity was 
given to the fact that price controls would be enacted immediately on 
a Nation-wide basis. Shortly thereafter a director was appointed in 
each State and in the case of Mississippi, Mr. W. A. Byrd 
was appointed State director. The Mississippi Democratic Commit- 
tee, acting through Curtis Rogers, evidently anticipated that the 
Office of Price Stabilization in Mississippi would set up price controls, 
rationing, and other regulations somewhat similar to those enacted 
and in force during World War II. This surmise was without founda- 
tion or authority from any official source, but was seized upon by 
Curtis Rogers and his associates with the idea that it could be very 
profitable to the Mississippi Democratic Committee. Rogers 
apparently assumed that each county in the State of Mississippi 
would be eventually organized and set up by the Federal Govern- 
ment and that this would entail additional Federal patronage and 
if properly exploited, could result in considerable revenue for the 
Mississippi Democratic Committee. In keeping with this, Rogers 
employed one full-time organizer and at least one part-time man. 


sneha ti RSA NO SL A AOI EI ILLIA SECO AS a A 


+ eh SIRE ERAN 


(ac a 


re Ne se EO 


A TT RM RRNEET CONN rete: one a 





FEDERAL JOB SELLING IN MISSISSIPPI 25 


Both of these men were assigned similar duties and were assigned 
separate sections of the State in which to work. 

The full-time man, Mr. Roy F. Brashier, was employed at a salary 
of $100 per week, plus expenses. Rogers instructed Brashier ‘to 
set up the Democratic party in each county and to select a county 
man or chairman who would be the spokesman, contact man, for the 
representative for all matters pertaining to patronage, policies, and 
so forth, in his particular county for the Mississippi Democratic 
Committee.” Brashier was advanced approximately $2,500 by Rogers 
of Mississippi Democratic Committee funds. He worked for approxi- 
mately 4 weeks and, at the time of the hearings before this subeom- 
mittee, admitted that he was indebted to the Mississippi Democratic 
Committee in the amount of approximately $2,000. The investiga- 
tion disclosed that Brashier contacted and secured the services of a 
man in each of 12 counties and secured from them donations, con- 
tributions, or sums of money totaling $4,50C. Brashier admitted 
under oath that he interviewed several other men relative to their 
being contact men for the county in which each man lived but that 
he was unable to secure contributions or donations for the Mississippi 
Democratic Committee, and therefore no appointment was made as 
to any of these men. While Brashier contends that he never at any 
time told anyone what amount he should pay, it is significant to note 
that of the 12 men selected, 9 of them paid $400 each and the other 3 
paid $300 each. Under close questioning by members of the subcom- 
mittee, Brashier admitted that he might have suggested to some of 
these so-called contact men that the contribution or donation should 
be from $300 to $500, but that no definite amount was suggested. 

This subcommittee finds it rather difficult to ascertain the complete 
truth as to what these so-called chairmen, contact men, or supervisors 
were to do, or what they were paying for. Brashier contends that his 
instructions from Rogers were to so organize that each county would 
have one representative or contact man that the Mississippi Demo- 
cratic Committee could call upon for advice in the selection of person- 
nel for all Federal jobs which might come up in the State. Brashier 
says that he told each of the contact men selected that they would 
serve without pay and that the contributions that they made were 
simply donations or contributions to the Mississippi Democratic 
Committee to help build up and rejuvenate the Democratic Party in 
Mississippi. Mr. Brashier in his sworn testimony repeatedly denied 
that he at any time discussed Office of Price Stabilization, price 
control, rationing boards, or allied matters with any of the people he 
contacted. He said that on one or two occasions the matter was 
mentioned by the person being interviewed, but that the idea evidently 
came from the newspapers. 

The subcommittee heard testimony from several men who had been 
contacted by Mr. Brashier. Typical of these was Mr. E. G. Harvey, 
owner of the Harvey Motor Co., Liberty, Miss. Mr. Harvey testified 
before the subcommittee that a friend of his, Tom Wilkins of McComb, 
Miss., came to his place of business in Liberty accompanied by Roy 
Brashier. Tom Wilkins introduced Brashier to Harvey, and imme- 
diately Brashier started talking about securing someone to act as 
county chairman for the Office of Price Stabilization. Mr. Harvey 
says that Brashier told him that. rationing was just around the corner 
and that he had been assigned the job of setting up some 16 counties 
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in the State and that he would like to have Mr. Harvey, as one of 
the leading citizens of Liberty, accept the post as chairman for Amite 
County. He explained this job would have no salary attached but 
that whoever was appointed as chairman would have the right to 
name a supervisor for the county, and a staff of from five to eight 
people; that the job of supervisor would pay from $4,800 to $5,000 
per year, and that a head stenographer would make $300 or more per 
month. Mr. Harvey said that Brashier told him that he could have 
the job as chairman, but, if he accepted, he would have to make a 
contribution of $300 to the Mississippi Democratic Committee and 
that, ‘You can get your money back anyway you want to. You will 
be the kingfish of the county and can hire or fire anyone you wish.” 
Mr. Harvey, being interested in securing jobs for several friends, 
wrote a check for $300 payable to the Mississippi Democratic Com- 
mittee and gave it to Mr. Brashier. Mr. Brashier told Mr. Harvey 
that it would be necessary for him to attend a meeting in Jackson 
the following Saturday in order to receive a letter of appointment 
from the Mississippi Democratic Committee. Mr. Harvey, in keeping 
with these instructions, went to Jackson on Saturday and thence to 
the office of the Mississippi Democratic Committee located in the 
Century Building, and there he contacted Brashier, Forrest B. Jack- 
son, Curtis Rogers, and others. 

Mr. Harvey testified that Roy Brashier came to him upon his 
arrival at the office of the Mississippi Democratic Committee and 
informed him that he was mistaken as to the amount that the super- 
visor would be paid and that it would be considerably less than the 
$4,800 to $5,000 as outlined by Mr. Brashier in his conversation with 
Mr. Harvey in Liberty. 

Mr. Harvey said that this turn of events caused him to be a little 
suspicious of the entire transaction and, after a consultation with one 
or two of his friends from other counties, decided to wash his hands of 
the transaction and stopped payment of the check. Mr. Harvey 
said that he was particularly terested in seeing the letter that he 
was supposed to get as a result of his paying the $300, and for that 
reason he did not ask that his check be returned to him while he was 
in the Mississippi Democratic headquarters on Saturday. Accord- 
ingly, a few days later Mr. Harvey received the following letter from 
the Mississippi Democratic Committee. It is being reproduced here 
to show the insignificance attached by the Mississippi Democratic 
Committee to the appointment of Mr. Harvey: 

Mr. E. G. Harvey, 
Harvey Motor Co., Liberty, Miss. 

Dear Mr. Harvey: We have been advised by our mutual good friend, J. H. 
Wilkinson, that you are willing to cooperate with us in the effort to rebuild and 
rejuvenate the Democratic Party in Mississippi, and we are grateful for the work 
and help you have already done. We trust that you will give us all information 
and proper advice with reference to all matters of political importance in your 
section of the State. We will be calling on vou from time to time for suggestions, 
counsel, and advice in connection with all matters there. 

With deepest appreciation and complete loyalty to the National Democratic 
Party, we are 

Faithfully and sincerely, 
MississipP1 DeMocrAtTIC COMMITTEE, 
By La VEeRNE YELVERTON. 


The investigation revealed that each of the men selected as county 
chairman received a similar letter. 
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In spite of what Mr. Brashier told Mr. Harvey, there is nothing 
contained in the letter as received by Mr. Harvey that would indicate 
that Mr. Harvey had been appointed county chairman or to any other 
job with or without pay. Mr. Harvey said that he was in no way 
interested in the rejuvenation of the Democratic Party in Mississippi 
and that he was not interested in making a contribution to the Demo- 
cratic Party or to any other party in the amount of $300. But, when 
he was advised by Mr. Brashier that certain patronage would be his, 
he became interested in several friends who would like to have jobs, 
and for this reason he went along with the idea as outlined by Mr. 
Brashier and made out his check in the sum of $300 payable to the 
Mississippi Democratic Committee. Stories similar to that of Mr. 
Harvey were testiiied to before the subcommittee by Mr. T. B. Wil- 
kins, Mr. A. F. Pylant, and Mr. Philip H. Brasfield. 

The subcommittee heard testimony from Mr. J. H. Wilkinson of 
Jackson, Miss., to the effect that sometime during the month of No- 
vember 1950 he was employed by Curtis Rogers on a part-time basis 
to help rejuvenate and reorganize the Democratic Party in Mississippi. 
Wilkinson testified that his regular employment required him to 
travel in certain areas in Mississippi and that he entered into an 
agreement with Curtis Rogers to do some work for the Mississippi 
Democratic Committee. In his testimony he admitted that he con- 
tacted a total of 15 individuals in 15 counties and secured contribu- 
tions or donations or sums of money totaling $2,050 payable to the 
Mississippi Democratic Committee, and that he ‘was reimbursed the 
sum of $610 in expenses and part-time salary for his work for the 
Mississippi Democratic Committee. 

Wilkinson contended that his job for the Mississippi Democratic 
Committee was that of salesman or promoter rather than political; 
that he was simply attempting to set up a political organization in 
each county in which he worked, and that when a man was selected 
as chairman he invariably made a voluntary donation to the Missis- 
sippi Democratic Committee and was given a letter acknowledging 
the contribution and thanking the individual for the services rendered 
and to be rendered. It is significant to note that, regardless of the 
number of people contacted by Mr. Wilkinson, unless a contribution 
was made, no letter or recognition of any kind was sent out from the 
Mississippi Democratic Committee. Notwithstanding Wilkinson’s 
contention that he was not engaged in selling OPS jobs, the sub- 
committee is convinced, from all of the testimony in this case and 
from Wilkinson’s attitude and general demeanor while under oath, 
that he was, in fact, selling these nonexistent OPS jobs for repre- 
sentatives of the Mississippi Democratic Committee. 

From the testimony of Messrs. Brashier, Wilkinson, Pylant, 
Harvey, Wilkins, and Brasfield, this subcommittee has concluded 
that the various contributions and donations collected and sent to 
the Mississippi Democratic Committee by Brashier and Wilkinson were 
in furtherance of the general scheme on the part of the Mississippi 
Democratic Committee to collect political contributions. The sub- 
committee concludes that the news dispatches and the publicity 

iven to the matter of appointment of a Price Stabilization Director 
in Washington and the State director for the State of Mississippi 
gave the Miseiseippi Democratic Committee the unauthorized oppor- 
tunity to solicit and collect large sums of money to be used by their 
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nefarious organization. No evidence or suggestion has come to light 
which would indicate that either the National or State organization 
of the Office of Price Stabilization or any agent thereof participated 
either directly or indirectly in the chicanery as practiced in this case 
by the Mississippi Democratic Committee. 

Throughout their sworn testimony the representatives of the 
Mississippi Democratic Committee contended that they were con- 
tacting and collecting contributions from businessmen in the various 
counties of the State with the sole idea of organizing a political 
machine in the State. All of these contributors, either in sworn testi- 
mony or in statements to the subcommittee staff, were emphatic in 
their denials that they were to become political county representatives 
for the Mississippi Democratic Committee. All of them stated that 
they had been given to understand by representatives of the Missis- 
sippi Democratic Committee that in return for their contribution 
they would be allowed to recommend employees or otherwise control 
the county organizations which were to be set up by the Office of 
Price Stabilization. It was not until the initiation of the subcom- 
mittee’s inquiry that many of these “contributors’’ became aware of 
the fact that there were no Office of Price Stabilization offices set up 
on a county basis and that none were contemplated. 





V. Resu._ts OF THE INVESTIGATION 


As a direct result of the disclosures made by Senator Eastland and 
Senator Stennis, the Democratic National Committee promptly 
removed Clarence E. Hood, Jr., as acting national committeeman for 
Mississippi and restored Federal patronage to the congressional delega- 
tion of that State. This action had the immediate effect of bringing 
to an end the political power, prestige, and activities of the Mississippi 
Democratic Committee. 

Shortly after these disclosures were made, the Post Office Depart- 
ment initiated its own investigation into the charges concerning the 
sale of post-office jobs, and the Federal Bureau of Investigation began . 
inquiries concerning the sale of OPS jobs in Mississippi. In aecord- 
ance with the usual practice, both of these agencies will furnish copies 
of their investigative reports to the Criminal Division of the Depart- 
ment of Justice. In addition to the investigation of possible criminal 
violations in connection with the sale of post-office jobs, the Post 
Office Department is also taking administrative action with regard 
to the employees of that Department who have been involved in this 
case. Since the initiation of this inquiry the Post Office Department 
has preferred charges against or has actually dismissed a total of 56 
postal employees in the State of Mississippi. This total includes 38 
regular rural mail carriers against whom charges have been preferred; 
6 temporary rural mail carriers who have been dismissed; 2 regular 
mail carriers who have resigned; 6 acting postmasters who have been 
discharged; 1 acting postmaster who has been ordered removed, and 
has appealed his case; 2 regular postmasters who have been removed, 
and 1 regular postmaster who has been ordered discharged and has an 
appeal pending. 

The subcommittee staff has conferred with Justice Department 
officials on all phases of the case, including alleged job selling, possible 
perjury, and the attempted influence of witnesses. In addition, 
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copies of all of the public and private testimony in this case have been 
furnished to the Department of Justice, and all of the files and records 
of the subcommittee have been made available to its representatives 
Soon after the conclusion of the subcommittee’s hearings at Jackson, 
Miss., the Attorney General directed Mr. Ben Brooks, one of his 
Special Assistants, to institute a grand-jury investigation in Mississippi 
with regard to this entire case and further directed Mr. Brooks to 
assist in the trial of any criminal prosecutions which might result from 
the grand-jury inquiry. In accordance with its long-standing policy, 
the subcommittee will continue to cooperate with and assist the 
Department of Justice in connection with its investigation and in any 
Federal criminal proceedings which might result from that investi- 
gation. 
VI. ConcLusions AND FrInpINGs 


The Mississippi Democratic Committee, a self-appointed group 
which had no legal status, displaced the regular Democratic State 
Executive Committee which had been legally organized under the 
election laws of the State. This rump committee, which was given 
unofficial recognition by the Democratic National Committee in the 
fall of 1948, selected Clarence E. Hood, Jr., as its national committee- 
man. In the summer of 1949 the chairman of the Democratic 
National Committee recognized Hood as acting national committee- 
man for Mississippi and designated him as Federal patronage adviser 
in the State. 

2. From 1949 until February 1951, most of the recommendations for 
Federal patronage in Mississippi were made by Hood. ‘The bulk of the 
Federal patronage appointments during that period were for jobs sa 
acting postmasters and rural mail carriers. Hood and those repre- 

sentatives of the Mississippi Democratic Committee to whom he had 
delegated his patronage powers were instrumental in appointing 
approximately 190 postal employees in Mississippi. 

3. Frank F. Mize, the chairman of the Mississippi Democratic 
Committee, who was responsible for the orderly management of the 
committee, allowed it to be operated in a slipshod manner and for 
over a year prior to this inquiry no committee meetings were held. 
As the result of this situation the actual operation and political power 
of the committee was usurped by a small group, including Clarence 
E. Hood, Jr., Frank F. Mize, Curtis Rogers, Forrest B. Jackson, and 
B. C. Beasley. Most of the other members of the committee took 
little or no active part in its operation or actually withdrew from the 
organization. 

4. The subcommittee, by reconstructing the woefully inadequate 
records of the Mississippi Democratic Committee, found that during 
its two and a half years of operation the committee is known to have 
collected approximately $65,000. Of that amount $21,000 was col- 
lected from Jefferson-Jackson Day dinners and $42,000 was received 
in contributions. However, the subcommittee is of the opinion that 
in all probability these figures do not represent the total amounts 
handled by the committee. This conclusion is based upon the fact 
that no effort was made to maintain adequate books and records, a 
substantial number of cash contributions were received by the com- 
mittee and its representatives, there are serious conflicts in testimony 
regarding the receipt of such cash contributions, and the circumstances 
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regarding the deposit of substantial amounts of cash in the personal 
bank account of Curtis Rogers. 

5. There is no evidence that the Mississippi Democratic Committee 
contributed any money to the Democratic National Committee, and 
it appears that only a small part of the funds was used for any legiti- 
mate political purposes. Most of the funds known to have been col- 
lected by the committee appear to have been frittered away for travel 
and other so-called business expenses incurred by the small group of 
individuals who controlled the committee. 

6. Based on all of the available evidence the subcommittee is of 
the opinion that Rogers, Beasley, Mize, and Jackson used the political 
power of the Mississippi Democratic Committee to extort contribu- 
tions from persons seeking Federal appointments in Mississippi. This 
group, both directly and through the use of minor political henchmen, 
sold post-office jobs and obtained money from various individuals on 
the promise that those individuals would be appointed to or would 
control the appointment of county positions in the Office of Priee 
Stabilization. Actually there were no such jobs in the Office of Price 
Stabilization. Hood recommended the job seekers who were the 
victims of this corrupt practice and he delegated much of his authority 
to those who were actually selling the jobs. One witness testified 
that Hood was present when a representative of the Mississippi 
Democratic Committee attempted to sell that witness a job. Under 
these circumstances and in view of Hood’s close relationship with 
various representatives of the Mississippi Democratic Committee, 
even though the evidence does not disclose that he handled any of the 
job-selling transactions personally, the subcommittee is of the opinion 
that Hood was aware of, or should have had knowledge of, the corrupt 
activities of his political associates and he cannot escape responsibility 
in this matter. 

7. The Post Office Department is primarily responsible for selecting 
applicants for post-office positions from the civil-service eligible lists. 
If, as in this case, the Post Office Department seeks the advice and 
recommendations of the Mississippi Democratic Committee or any 
other group or individual, it cannot avoid its responsibility for failing 
to appoint qualified personnel in a legal and proper manner. The 
testimony is in conflict as to what, if any, actual notice the Post 
Office Department might have had concerning the sale of post office 
jobs in Mississippi prior to the public disclosures in this case. How- 
ever, in view of the widespread and open selling of these jobs in 
Mississippi over a long period of time, the Post Office Department, by 
the exercise of reasonable diligence, should have discovered and put 
an end to this illegal practice = before the maatter was brought to 
public attention in February 1951. The Post Office Department did, 
however, act vigorously and promptly to uncover the sale of postal 
jobs after the matter was brought to its attention by Congress. 

8. The evidence indicates that Hood, Jackson, and possibly others 
connected with the Mississippi Democratic Committee sought to use 
the political power and prestige of the committee for their personal 
financial advantage by attempting to exert influence in Government 
contracts, RFC loans, and other Government transactions. While 
there is no evidence that these individuals were able to profit financially 
from these proposed business transactions, the subcommittee is of the 
opinion that they would have continued to use their influence in the 
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field of Government loans and contracts for their own financial 
advantage, had they been allowed to retain their political power. 

The chairman and other officials of the Democratic National 
Committee are responsible for turning over Federal patronage rights 
and other political powers to the Mississippi Democratic Committee. 
The deplorable situation in Mississippi, which was disclosed as a 
result. of this inquiry, is attributable to the fact that the national 
committee saw fit to invoke political reprisals by taking away the 
Federal patronage rights of the Mississippi congressional delegation 
and turning over that political power to an irresponsible and corrupt 
group which had no legal status under the laws of the State. _When- 
ever the heads of any political party or administration delegate 
political power, as was done in this case, to persons who are not answer- 
able to the voters or who are not responsible even to the membership 
of their own political party, such action leads to the corruption of 
public affairs. 

10. The subcommittee staff has conferred with representatives of 
the Department of Justice concerning the sale of Federal jobs, the 
possible perjury in the record in this case, the attempted imfluencing 
of witnesses, and other matters which appear to involve violations of 
the Federal criminal statutes. As the result of the disclosures in this 
case, the Attorney General has instructed one of his special assistants 
to initiate a Federal grand jury investigation in Mississippi into all 
phases of the case. This special assistant has been also directed to 
assist in the trial of any criminal prosecution which might result from 
the grand jury inquiry. 

While the subcommittee does not condone the actions of those 
persons who bought or attempted to buy Federal jobs in Mississippi, it 
is the considered opinion of the subcommittee that the majority of 
those people were victims of a political situation which was not of their 
own making. The real culprits are those members and representatives 
of the Mississippi Democratic Committee who made it necessary for 
Federal job seekers in that State to pay for the privilege of obtaining 
Federal appointments. This vicious job-selling racket is especially 
despicable in those cases where disabled veterans and the widows of 
veterans were forced to pay substantial amounts for the reeommenda- 
tion of the Mississippi Democratic Committee, notwithstanding the 
fact that they had preference to these jobs as war veterans. 
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EXHIBITS 


Exursirt I 
MISSISSIPPI ‘DEMOCRATIC COMMITTEE 


Summary of bank transactions from Oct. 9, 1948, to Mar. 27, 1951 


DEPOSITS 
Bank deposits which have been identified from notations on maaan 
tickets and by tracing items in various banks. ____.____________ $29, 162. 02 
Unidentified deposits consisting principally of currency... ________- 12, 755. 27 
: 41, 917. 29 
Less contributions on which payments were stopped __-_-____ rng 1, 780. 00 


40, 137. 29 
Loan from bank 





EA IEEE SRE BN SAE SLT SEL, AE ce ees La ne ast 200. 00 
Realized from Jefferson-Jackson Day Dinners: 

Total receipts deposited in bank_____ pele $21, 383. 25 
Total expenses__._____- tea se Sa 6, 275. 74 

OT MNRAS a a a gms Ag 15, 107. 51 

55, 444. 80 

DISBURSEMENTS 

Te OCirGis Romer. 5. eee Mr ol eer ae eee oe 
(ieee Tee ss Be ied Fite but g 3, 814. 25 
ah tel ge tesa are 3, 565. 00 
Praee pene... ~..+ 0+ Beat sinha iii Se aah ae 583. 60 
(alg Eg All pleted areca ; 1, 850. 00 
Sane eee oe Os EOE Ma 3 500. 00 
cr Sie es oe ect Sess SS 500. 00 
ieee I i al el jie cept lng dle st aie 2, 350. 00 
J. Wilkinson -_ er eR ee eae ds ao weet 610. 00 
John W. Scott. : De carer ohare Sire Cane ee “ 3, 430. 00 
Curtis Beasley pee Oe ee eee eee 2, 601. 00 
ka Somes Welwarbere.. oa ks inks ob does tk 3, 649. 93 
RA NON Fees rat tg! seh cbueitene ends op ei< 366. 50 
i 150. 00 
TEES cor Seo ee eee. 210. 00 
J. M. Williamson -_--__- CR ee eee x 481. 10 
Diet ae. eenenen..g ots ee ar GC 75. 00 
RON obi a scuen bation’ 2 as acilaele cdot’ 3 200. 00 
NL gets ae eee ie vale Golam gerne et 160. 50 
RINE I es dc cag wake tam came eres 2 . 50. 50 
Dewey McLeod. -______---- wee eee be Sule : 140. 00 





38, 241. 63 


Other office salaries and expenses- --- ~~ ---- $2, 405. 99 
Advertising and radio_____..__.__.-___-_- 3, 686. 23 
Telephone and telegraph_-_--_--._-_------ 6, 530. 74 
General traveling—out-of-town hotels______ 2, 538. 60 
I I bs isi cs csi Sr a oh 605. 64 
I ce 1, 002. 65 
Beer PODEN IN. UNE. sn. ee eee, 107. 00 
Washington, D. C., legal expense _-___-_---_- 244. 35 

————-__ 17, 121. 20 
ee RE Re LT 200. 00 





— 55, 562. 83 
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SUMMARY OF DEPOSITS AND CREDITS 


Contributions: 
PN a oe eos eats thi Bic on $39, 842. 29 
Se RONNIE. So ak ecu adn dudes 2, 075. 00 


a — $41, 917. 29 
Jefferson-Jackson Day dinners, ticket sales___--____- 1 asta arbi aes ne 
ND ee ee eee ee hissed ce bie betas ee 200. 00 
Bank transfers - _ - ; 1, 157. 44 


Redeposit of cash withdrawn by Curtis Rogers- Bs aie 3 900. 00 


65, 752. 98 
Less retained by John W. Seott_-....-.------ ETAT sa 1, 140. 00 


Total _ _ - 


Exuisir II 
NOVEMBER 21, 1949. 
Mr. GLENN P. Boerum, 
Washington 6, D. C. 


Dear GLENN: I am enclosing an article from yesterday’s Memphis Commercial 
Appeal, with referenee to the Air Research Center at Tullahoma, Tenn. I invite 
your attention to the sixth column, in which it states that all of the construction 
on the project will be done by private contractors under the supervision of the 
Army engineers. 

No doubt Paul has told you by now about our inability to work out a satis- 
factory agreement with Reed. I am having C. E. Knowleton of the Knowleton 
Construction Co. of Bellefontaine, Meridian, and Quitman, Miss., in this week, 
however, and feel that we can work out a better deal with that firm than the 
one we originally contemplated with Reed. Knowleton, perhaps, has a better 
construction background than does Reed, and I am quite sure has more heavy 
equipment available, which would place him in a better situation than Reed to 
obtain a good portion of this contract. Although his home office is in Ohio, he 
has operated in Mississippi for a number of years as a real Democrat and I am 
quite sure would work with us on a mutually satisfactory deal in connection with 
this project. 

Please get all the information you can on the Biloxi housing project, which will 
be handled by Egan, under the Public Housing Act, and get it to me as soon as 
possible. 

It seems that you and Marcel will be winging your way to Paris within a few 
days and before you go, I want to know as far in advance as possible, of your 
departure date, as I want to prepare a written brief for you, covering such details 
as volume of ties, shipping arrangements, details of inspection, species of wood, 
and basic price structure, so that you will have same at hand, in the event that 
you should get down to these details while you are in Paris. 

Keep me posted. Kindest regards. 

Sincerely yours, 
CLARENCE E. Hoop, Jr. 





Exursir III 


NOVEMBER 22, 1949. 
Mr. GLENN P. Bornm, 


1025 Connecticut Avenue NW., Washington, D. C. 


Dear GLENN: Please advise me the result of Paul’s conversation with Bill, with 
reference to having me advised of all construction projects in Mississippi, before 
contracts are awarded. 

In addition to the matter written you about today, I am particularly interested 
in the cooperative fertilizer plant plans, which are already under way, to be 
located in Yazoo City, Miss. This plant is, as I understand, being financed partly 
by the Bank of Cooperatives and partly by means of one or more RFC loans. It 
is a very large project and is under complete control of the Mississippi Farm 
Bureau, a Fascist Dixiecrat organization, and I want to get all information 
possible on it as quick as I can, because it is going to be necessary to give them 
the same treatment as we are planning for the REA on their contemplated 
generating plant at Columbia. 

Regards. 

Yours very truly, 
CLARENCE E. Hoop, Jr. 
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Exareit IV 


NOVEMBER 23, 1949. 
Hon. CLarENcE E. Hoop, Jr., 


St. Joseph Hospital, Meridian, Miss. 

DeEAR CLARENCE: I am most grateful to you for copies of your letters of Novem- 
ber 22, 1949, to Glenn, and one to Bob Moore. 

I heartily agree with vou on your comments with reference to the anhydrous 
ammonia plant of the Mississippi Chemical Co. operated by the Farm Bureau 
set-up through Owen Cooper at Yazoo City, Miss. The general counsel of this 
concern is the firm of Satterfield, Ewing & Hedgepeth, and I don’t know of any 
evidence of loyalty to the Democratic Party from any of this organization. If 
they are going to depend on the RFC for a loan of several million dollars, for 
which they have made request, then certainly they ought to be a little more 
considerate of those who make possible such an extensive loan. 

I also am most interested in your comments on the Knowlton Construction 
Co. set-up and believe that you are on the right track. I shall be delighted to 
hear more on this subject after you have had your discussion with Knowlton 
next week. Reed has been trying to contact me since my letter of withdrawal 
from further association with his concern, but I have been too busy to talk to 
him. I have been trying to practice a little law for the past several days, 
although I did slip off for a duck hunt down in Louisiana last week end. : 

Best of all is your letter to Bob Moore concerning the change in legal repre- 
sentation for the several Federal agencies operating in Mississippi, and I shall 
be ever grateful for the suggestion that you have made in this regard. The 
sooner we begin to touch the pocketbooks of some of these Dixiecrats who are 
feeding out of the Federal Treasury, the sooner we will have some cooperation, 
and you know that is what I think ought to be done. 

I am still pushing on the FHA matter and believe we are going to ultimately 
get this project at Natchez in construction. I understand Chauncy Camp is in 
Washington and that he has found some static up there that»is disturbing him 
considerably. ‘‘All things come to them that wait patiently.” 

I sincerely trust that you and your fine family, despite your enforced rest, will 
have a big turkey day with all the trimmings. 

With warm personal regards and every good wish, 

Sincerely, 
Forrest B. Jackson, 





Exurpit V 
NOVEMBER 17, 1949, 
Mr. GLENN P. Boerum, 
1025 Connecticut Avenue NW., Washington, D. C. 


Dear GLENN: Enclosed press release, with reference to public-housing projects, 
is self-explanatory. Bill wired me yesterday, giving me the information about 
the approval of the preliminary cost of Laurel and McComb, Miss., projects. I 
suggest that you get in touch with Acey Carraway as soon as possible, and get 
him to help you get all details, as to how contracts can be obtained for construc- 
tion of these units. From the press release it appears that Mr. John Taylor 
Egan is heading up an agency for the handling of these projects. At the same 
time, see if there is any way that we can get in on the Keesler Field, Biloxi, Miss., 
housing project, even though the dead line for submitting bids and plans for the 
first corporation of units may have been past. 

As Paul told you yesterday over the phone, we have given up the idea of 
working with Reed, at the present on any project. You know his Dixiecrat 
background and he was a substantial contributor to the Dixiecrat campaign fund, 

Also, find out all you can about the possibility of getting in on the contract of 
the wind tunnel at Camp Forrest, Miss. This will be a “honey.” 

Paul plans to ask Bill to have me notified before any contract awards are made 
in the State in the future. I think this is an excellent idea and please remind 
him of that. He plans to be in Washington Monday morning and, I am sure, dis- 
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cuss with you, his and Babe’s conference with reference to the Paris trip by you 
and Marcel. It seems that Paul wants to have Bill call Barry Bingham and/or 
Averell Harriman, in Paris, to assist in paving the way. 

I believe with this, together with your letter from the White House, that you 
should be able to hop over there and button up the business. 

Please get on the construction items mentioned above, as a lot of this business 
should prove very lucrative indeed. Bear in mind that I have available con- 
struction corporations that can proceed with any size job upon minimum notice. 

I am feeling fine, just anxious as hell to get out of this bed. The political 
situation is progressing nicely. 

Regards. 

Sincerely, 
CLARENCE E. Hoop, Jr. 


Exuisir VI 


MERIDIAN Woop Propvucts Corp., 
Meridian, Miss., January 14, 1950. 
Judge Paut Ditton, 
St. Louis, Mo. 


Dear Paut: Forrest Jackson mailed you a copy of their latest declaration 
against the First National Bank, which was filed in the circuit court of Lauder- 
dale County, Miss. This bill includes in general, the entire relationship between 
the bank and myself. This suit is pending in Judge Jesse Graham’s court. 
Judge Graham is the same judge that held the usury trial and rendered the 
opinion against us. It is our belief that we will continue to be at a disadvantage 
in both Graham’s court and in the Mississippi Supreme Court, for political reasons 
that are of course obvious to you. 

We have one other suit pending, which is an action brought against me and 
Hood Lumber Sales Co., in chancery court of Lauderdale County, Miss. The 
chancelor, Judge Thomas Minniece, of Meridian, Miss, rescued himself on the 
grounds that he had formerly represented me and could not try the case without 
prejudice. My attorney and those of the bank have failed to agree on a sub- 
stitute chancelor, therefore, this case will be heard by a chancelor appointed 
by Dixiecrat Gov. Fielding S. Wright. You know of course the bitter feeling 
that exists there and I am afraid that this suit will likewise be tried in the camp 
of the enemy. 

As you know the First National Bank is subject to the regulations ef the 
Federal Comptroller of National Banks and is somewhat under the jurisdiction 
of that agency. 

Some time ago, Glenn and I were discussing this matter with his friend, Mr. 
Willett, a director of Reconstruction Finance Corporation, in Washington, and it 
was his suggestion, inasmuch as it is apparent that we are not going to be able to 
get a fair and impartial trial in any of the issues in the Mississippi State Dixiecrat 
courts, that it would be well to refer the entire matter to the Comptroller of 
National Banks, with a request for a complete investigation by that agency, 
looking toward a possible suspension of the charter of the First National Bank, 
or any other action that might result from an investigation by the Federal agency. 

We believe that the officials of the bank are firmly convinced that they will 
have every advantage in a future trial, as they had in the last one, and for that 
reason, are not disposed to offer a fair and equitabie settlement of our co rtroversy. 
It is felt that a vigorous investigation with the possible closing of the First National 
Bank, as a result, that the officials of the bank will perhaps change their attitude. 

With these facts in mind, the above-referred-to declaration was mailed you 
for your consideration by Forrest. If you think well of this procedure, I am 
now ready to lay the whole matter into the hands of the comptroller and should 
like to have you present it. 

Sincerely, 
CLARENCE E. Hoop, Jr. 
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Exarsir VII 


Sr. Louis, Mo., January 17, 1950. 
Mr. CLarRENcE Hoop, 


Hood Lumber & Sales Co., Meridian, Miss. 


Dear CLARENCE: Your letter received in regard to the First National Bank in 
taking the matter up with the Federal Reserve Board. Iam very wel! acquainted 
with Vardamann on that Board, and I am sure I can get a very sympathetic 
hearing. 

Forest Jackson sent me a copy of his declaration wherein he has $400,000 dam- 
ages. Of course it is just a question of the facts as to whether you will recover 
or not, and they will outswear you. 

I am waiting to hear from the Internal Revenue Department in regard to sev- 
eral requests I made them in the Sam Broadhead matter. 

Hoping you and Mrs. Hood and the family are all real well, I am 

Your friend, 


Pau. DILLon. 


Exuisit VIII 
JANUARY 25, 1950. 
Judge Paut DILLon, 
St. Louis, Mo. 


Dear Paut: I have your letter with reference to Gov. Jake Vardamann and 
your close connection with him and the idea as stated by you appeals to me very 
much. 

The doctors in New Orleans told me that I would be all right if I followed their 
diet and advice, and I will probably make a trip to Washington some time next 
month. Meanwhile, will appreciate your continuing to give the bank matter as 
much consideration as possible and proceed with my original request. 

Sincerely yours, 


C, E. Hoop, Jr. 


C 
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The Committee on the Judiciary, to which was referred the bill 
(S. 518) for fe relief of Dr. Isac C. Goldstein, having considered the 


same, reports favorably thereon without amendment and recommends 
that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Dr. Isac C. Goldstein. The bill provides for 


the appropriate quota deduction and for the payment of the required 
visa fee and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill was born in Galatz, Rumania on June 20, 
1909 and claims to be stateless at the present time. He last entered 
the United States as a visitor on February 10, 1950. Dr. Goldstein 
is a specialist in the treatment of heart disease and is presently con- 
nected with the Mount Sinai Hospital in New York City where his 
work is said to be outstanding. 
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A letter dated May 22, 1951, to the chairman of the Senate Com- 
mittee on the Judiciary from the Deputy Attorney General with 
reference to the case reads as follows: 

May 22, 1951. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 518) for the relief of Dr. Isac C. Gold- 
stein, an alien. 

The bill would provide that Dr. Isac C. Goldstein shall be considered to have 
been lawfully admitted to the United States for permanent residence as of the 
date of its enactment, upon payment of the required visa fee and head tax. It 
would also direct the Secretary of State to instruct the quota-control officer to 
deduct one number from the appropriate quota for the first year that such quota 
is available. 

The files of the Immigration and Naturalization Service of this Department dis- 
close that the alien, who claims to be stateless, was born on June 20, 1909, in 
Galatz, Rumania. He entered the United States at the port of New York and, 
after a board of special inquiry hearing, was admitted to this country on February 
10, 1950, as a temporary visitor for 6 months under section 3 (2) of the Immigration 
Act of 1924, upon the filing of a $500 bond. An application for an extension of his 
temporary stay was denied on September 1, 1950. On September 21, 1950, a 
warrant of arrest was issued against him on the ground that, after admission as a 
visitor, he had remained in the United States for a longer time than permitted. 

The files further reveal that Dr. Goldstein became a licensed physician in 1935, 
majored in studies of heart diseases and internal medicine at the University of 
Vienna from 1936 to 1938, and from 1938 to 1940 worked in a hospital in Bucharest 
where he specialized in diagnosis, chemistry, hematology, and bacteriology. He 
stated that from 1940 to 1948, with the exception of the war period, he was an 
assistant in the department of internal medicine at the Hospital Nova Maternitate, 
that he taught histology at the College of Jewish Students from 1942 to 1944, and 
from 1942 to 1945 was employed at hard labor in prison camps and anti-air squads. 
Dr. Goldstein resided in France from 1948 until his departure for the United 
States. He claims to have entered the United States with the intention of studying 
medicine in cardiology, and then proceeding to Israel. He testified that 2 months 
after his entry he became interested in remaining in the United States permanently. 

The quota for Rumania, to which the alien is chargeable, is oversubscribed and 
an immigration visa is not readily obtainable. The record fails to present any 
facts, however, which would justify enactment of special legislation granting him 
a preference over those aliens abroad who are waiting their regular turns for the 
issuance of immigration visas. Furthermore, to enact this bill might encourage 
others to enter the United States as temporary visitors and thereafter attempt to 
adjust their status to that of permanent residents. 

Accordingly, the Department of Justice is unable to recommend enactment of 
the measure. 

Yours sincerely, 
Peyton Forp, Deputy Attorney General. 


Senator Herbert H. Lehman, the author of the bill, has submitted 
a number of letters and statements concerning the beneficiary of the 
bill among which are the following: 


New York 21, N. Y., June 3, 1950. 
To Whom It May Concern.: 

This is to certify that I have known Dr. Isac C. Goldstein since 1936 when he 
studied cardiology at Vienna hospitals. 

In February 1950 I met him again at the Metropolitan Hospital of the City 
of New York. 

Dr. Goldstein is a physician of great knowledge and good training in the field 
of cardiology and a man of high integrity and moral standing. 

I am sure that he would make a good and valuable citizen of the United States 
if allowed to remain in this country. 


Artuur F. Guiesincer, M. D. 
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Tue Movnr Srnar Hospirat, 
New York 29, N. Y., December 15, 1950. 
To Whom It May Concern: 

Dr. Isac Goldstein, a research assistant in cardiology at the Mount Sinai 
Hospital, is carrying out important original research work in the field of cardiology. 

He has discovered a new method of diagnosing heart disease by bronchial 
electrocardiography. It is believed that this new method has great promise in 
clinical cardiology after observing the preliminary work which was performed in 
my department. Dr. Goldstein is also helping me in carrying out investigations 
on the value of new limits of blood pressure and its clinical application. 

Dr. Goldstein has had excellent training in cardiology; is conscientious, indus- 
trious, and of high moral character. 

Since his research work appears to have much merit and in view of his fine 
character, I warmly recommend that he may be permitted to remain in the 
United States as a permanent resident. I sincerely hope that he will be able to 
continue his excellent research work in my department. 

Very truly yours, 
ArtHuR M. Master, M. D. 





New York 28, N. Y., December 16, 1950. 
To Whom It May Concern: 

I have personally known Dr. Isac Goldstein during the past year. I have 
worked with him at the Mount Sinai Hospital and have found him to be an able 
physician and cardiologist with good medical background. 4 

He is engaged in several research projects, one of these, bronchial electro- 
cardiography, should prove of considerable theoretical and practical value. 

He is industrious, conscientious, and reliable. I recommend his character and, 
if he is permitted to remain in the United States, I believe he will become a 
desirable, upright citizen. 


Harry L. Jarre, M. D. 





New York 29, N. Y., May 5, 1950. 
To Whom It May Concern: 
This is to certify that I have known Dr. Isac C. Goldstein since 1936. Dr. 
Goldstein worked with me from December 1936 to February 1938 at my heart 
station in the University of Vienna and the Rothschild Hospital in the same city, 
Dr. Goldstein is an unassuming, modest, and capable physician and got along 
splendidly with patients and colleagues. 
Sincerely yours, 
Davip Scuerr, M. D, 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill, S. 518, should be enacted. 
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REPORT 
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The Committee on the Judiciary, to which was referred the bill 
(S. 585) for*tHe relief of Shizu Fujii and her son, Suenori Fujii, having 


considered the same, reports favorably thereon without amendment 
and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to waive the racial bar to admission into 
the United States in behalf of Shizu Fujii and her son, Suenori Fujii, 
who are the wife and child of a resident of the United States, and who 
are the mother and brother of three native-born United States citizens 
residing in the United States. 


STATEMENT OF FACTS 


The beneficiaries of the bill are natives and citizens of Japan, 52 
and 14 years of age, respectively. Mrs. Fujii resided in the United 
States with her husband from 1916 until 1936 when she returned to 
Japan with her husband and three United States citizen children. 
While in Japan the minor beneficiary of the bill was born in 1937. 
The husband and the three United States citizen children have all 
returned to the United States. Without the waiver of the racial bar 
provided for in the bill, the beneficiaries of the bill will be unable to 
enter the United States to rejoin their family. 

A letter dated October 17, 1950, to the chairman of the Senate 
Committee on the Judiciary from the Deputy Attornev Genere! 
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reference to S. 3077, which was a bill introduced in the Eighty-first 
Congress for the relief of the same aliens, reads as follows: 


DEPARTMENT OF JUSTICE, 
Washington, October 17, 1950. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice concerning the bill (S. 3077) for the relief of Shizu Fujii 
and her son, Suenori Fujii, aliens. 

The bill would provide that the provisions of section 13 (c) of the Immigration 
Act of 1924, as amended (8 U.S. C. 213 (e)), which excludes from admission to the 
United States persons who are ineligible to citizenship, shall not hereafter apply 
to Shizu Fujii and her son, Suenori Fujii, of Kumamoto-ken, Japan. The bill 
would further direct the Secretary of State to cause an immigration visa to be 
issued to the said Shizu Fujii and her son, Suenori Fujii, permitting their immedi- 
ate entry into the United States for permanent residence if they are found to be 
otherwise admissible under the provisions of the immigration laws. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Shizu Fujii is a native and citizen of Japan, having been born in 
Kumamoto-ken, Japan, on July 5, 1898. Her son, Suenori Fujii, was born in 
Japan on May 1, 1937. It appears that Mrs. Fujii arrived at San Francisco, 
Calif., in 1916 and resided in the United States until December 24, 1936, at which 
time she, her husband, and their three children went to Japan. The family had, 
at that time, reentry permits, except the children, born in the United States, who 
traveled on United States passports. The beneficiaries of the instant bill are 
presently residing at Kumamoto-ken, Japan. 

]t appears that Mike Mansaku Fujii, the husband and father of the aliens, is a 
native and citizen of Japan. He stated that he first left Japan in 1899, at which 
time he settled in Hawaii and resided there until 1904 when he came to the United 
States and settled in Seattle, Wash. Mr. Fujii returned to Japan with his 
family in December 1936, where he remained 6 months. He then returned to the 
United States, bringing back with him two of his sons, Carl and John, who were 
born in Fort Lupton, Colo., and who are citizens of this country. Joe Fujii, a 
third son, remained in Japan until 1947, at which time he was issued a United 
States passport. Thereafter he was admitted at the port of San Francisco, Calif. 
on November 10, 1947. 

Being Japanese, the aliens are racially ineligible to citizenship under section 303 
of the Nationality Act of 1940, and, consequently, are inadmissible to the United 
States for permanent residence under section 13 (c) of the Immigration Act of 
1924. In the absence of special or general legislation the aliens cannot be per- 
mitted to enter the United States for permanent residence. Whether in this 
case the provisions of the immigration laws should be waived presents a question 
of legislative policy concerning which this Department prefers not to make any 
recommendation. 

Sincerely yours, 
Prerer CAMPBELL Brown, 
Acting Deputy Attorney General. 


Senator Edwin C. Johnson, the author of the bill, has submitted 
the following information in connection with the case: 


Unitep States SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
July 29, 1950. 
Hon. Pat McCarran, 
Chairman, Senate Judiciary Committee, Washington, D. C. 


Dear Senator McCarran: I am attaching data you requested some time 
ago in connection with my bill 8. 3077 in behalf of Shizu Fujii and her son, Suenori 
Fujii. Also enclosed is a letter from the editor of the Rocky Shimpo, a Japanese 
newspaper in Denver, Colo., from which you will note that Shizu Fujii’s husband 
has lived and farmed in Colorado more than 40 years. Three of their children 
are American citizens, having been born in the United States. 

The entire family made a trip to Japan in December 1936, and the father 
returned in August 1937. Soon after, the child Suenori Fujii was born to Shizu 
Fujii. The other children, aged 20, 17, and 14, respectively, returned to the 
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United States on October 18, 1948, but the mother and Japanese-born child were 
refused visas. 

I hope it will be possible for your committee to approve my bill which would 
allow this family to be reunited after so many years’ separation. Mr. Fujii is 
past 73 and is most anxious to have his wife and youngest son with him and their 
other children. 

Many thanks for your courtesy and attention. 

Sincerely, 
Ep. C. JoHNSON. 


Tue Rocky Surimpo, 
Denver 1, Colo., July 21, 1950. 
Hon. Senator Epwin C. JoHNSON, 
United States Senator, Washington, D. C. 


Dear SENATOR Jounson: Thank you for your letter of July 15 which we 
received in our office this morning. 

In reference to the questions which the Senate Judiciary Committee has 
asked, we would like to submit the following answers: 


Question No. 1 


Joe’s mother entered the United States on August 1916 at the port of San 
Francisco. She remained in the United States until December 25, 1936, when 
she left for Japan via the port of San Francisco. She has not returned to the 
United States since then. 


Question No. 2 


Joe’s father is not an American citizen. He entered the United States in 
August 1916 and went to Japan on December 25, 1936. He returned to the 
United States in the following year on August 26, 1937, via San Francisco port also. 


Question No. 3 


Joe’s mother is not engaged in any activities, political or otherwise, injurious 
to the American public interest. 


Question No. 4 


She has never been convicted of any offense under any Federal or State law 
whatsoever. 


Question No. 6 


Joe’s mother is at home keeping house and taking it easy. As we understand it, 
Joe’s mother’s heart is not in good condition, and we would like to see her return 
to her family as soon as possible, as she is over in Japan, she will worry about 
the family and she can’t stand too much of that. 


Question No. 6 


Joe sends about $25 each month for her support. She is only depending on 
Joe at the present time for money. Twenty-five dollars in American money is 
not very much but in Japanese money it is quite a sum. 

In closing, I hope that you will try your best to put this bill through this session 
so that she will be able to return to this country by this fall, as the winter season 
comes it will be awfully cold in Japan, she will suffer a lot again this year. 

Thanking you for your past cooperation and all your favors. 

I wonder if you would be so kind as to inform us by telegram when this bill 
passes the Judiciary Committee and is sent to the House for passing so that we 
can expect when Joe’s mother may return to the United States. 

The rest of the family and I are all praying for the early return of Joe’s mother 
and brother to the United States. 

Sincerely yours, 
Tetsuko M. Topa. 


THe Rocky SHIMpPO, 
Denver 1, Colo., February 1, 1950. 
Hon. Senator Epwin C. Jounson, 
Colorado Senator, Washington, D. C. 


DEAR SENATOR JOHNSON: I’m writing you to ask a special favor of you again. 

We have an employee in our firm who wants to call his mother and younger 
brother from Japan to the United States. 

The craployee is Joe Fujii. 
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Joe went to Japan in December of 1936 with his mother, two younger brothers, 
and one younger sister. They were all caught in the war and had to remain there 
until October 1947 when Joe returned to the United States. His brothers, James 
and Sam, 17 and 14, respectively, and sister Alice, who is 20, returned to the 
United States on October 18, 1948. 

Joe’s mother remained in Japan with his youngest brother who was born in 
Japan in May of the following year they left the United States. 

He wants to call his mother because his younger brothers and sisters need the 
motherly love and understanding that only a mother can give. 

His father is 73 and, according to age, he doesn’t have too long to live. He 
would like very much to have her join the family. They miss their mother 
tremendously. 

Joe’s father has been in Fort Lupton for over 40 years, farming there. He is 
known to be of fine character and is respected by everyone in Fort Lupton. His 
mother was living in Fort Lupton also from 1914 to the time she left the United 
States for Japan. She was also a respectable citizen while she was living in Fort 
Lupton. 

Joe is 22 and has been working for our firm for the past 3 months. He is of 
fine character and is well liked by all who work with him. 

My father also has known Joe’s mother and father and he says that they are 
both fine people. He would also like to see her return to her family in Fort Lupton. 

The reason why I have written all this information is that I would like to have 
you introduce a special bill in Congress so that, if passed upon, Joe’s mother will 
be able to return to the United States. 

Please make this bill for both Joe’s mother, Mrs. Shizu Fujii, 54, Kagami 
machi 354, Yatsushiro-gun, Kumamoto-ken, Japan, and brother Suenori Fujii, 
12, same address. 

Joe and the rest of the family will guarantee that they will support their mother 
and brother and that they will not become public charges. 

Joe’s younger brothers and sister just pray every day for their mother’s return. 
That is Joe’s firm wish also. 

Please do all in your power to get Mrs. Fujii and her son back to the United 
States. We all feel that it would help the morale of the family tremendously if 
they are together. 

Thanking you for your support in helping us bring Joe’s mother and brother to 
the United States. 

Respectfully yours, 
Tetrsuxo M. Topa, 
Editor, the Rocky Shimpo Newspaper. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 585) should be enacted. 
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“Phe Committee on the Judiciary, to which was referred the bill 
1006) for the relief of Libuse Chalupnik Pavlish, having considered 
same, reports favorably thereon without amendment and recom- 

mends that the bill do pass. 


, 
? 


UNIV. 


# PURPOSE OF THE BILL 


The purpose of the bill is to enable Libuse Chalupnik Pavlish to 
enter the United States to join her American citizen husband notwith- 
standing the fact that she is inadmissible into the United States on the 

round that at one time she was a member of a proscribed organization. 
No quota charge is provided for in the bill inasmuch as the beneficiary 
is entitled to nonquota status as the wife of a United States citizen. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 29-year-old native and citizen of 
Czechoslovakia. She is the wife of Rudolph Pavlish, a native-born 
United States citizen residing in Tyndall, S. Dak. It is stated that 
in 1946, while the beneficiary was employed in the home of the mayor 
of Kostelec, Czechoslovakia, she was required to join the Communist 
Party in order to retain her employment. It is further stated that in 
1948 she renounced such membership, thereby losing her job. Unless 
a waiver is granted, Mrs. Pavlish will be unable to join her United 
States citizen husband in this country. 

A letter dated January 18, 1950, to the chairman of the Senate Com- 
mittee on the Judiciary from the Assistant to the Attorney General 
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with reference to S. 2506, which was a bill introduced in the Eighty- 
first Congress for the relief of the same alien, reads as follows: 


DEPARTMENT OF JUSTICE, 


Washington, January 18, 1950, 
Hon. Pat McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in reply to your request for the views of the De- 
yartment of Justice relafive to the bill (S. 2506) for the relief of Libuse Chalupnik 

avlish, an alien. 

The bill would provide that, in the administration of the laws relating to the 
issuance of immigration visas to aliens for admission to the United States, the 
provisions of the act of October 16, 1918, as amended, which excludes persons 
who have admitted adhering to certain political beliefs, shall not be held to apply 
to Libuse Chalupnik Pavlish, the wife of Rudolph Pavlish, a citizen of the United 
States. 

The files of the Immigration and Naturalization Service of this Department 
reflecting the following information concerning the alien, which was submitted by 
her husband, Rudolph Pavlish, a native-born United States citizen, of Route 2, 
Tyndall, S. Dak. Libuse Pavlish, nee Chalupnik, was born June 24, 1921, at 
Miratin, Czechoslovakia, and is a native and citizen of that country. She was 
placed in an orphanage at an early age due to the death of her parents, but later 
was placed in various private homes as a domestic servant. In 1946, while so 
employed in the home of Paval Pachacek, mayor ef Kostelec, Czecholsovakia, she 
claims that she was required to join the Communist Party in order to continue 
her employment. In August 1948, however, according to the statements of her 
husband, she terminated her membership in the Communist Party, destroyed her 
membership card, and as a consequence lost her job. Mr. Pavlish states that to 
the best of his knowledge she never attended any of the meetings or schools of 
the Communist Party, never believed or knew the principles of communism, 
and was forced to join the party under duress. 

Meanwhile, during World War II, a friend of Mr. Pavlish, who was furloughing 
in Czechoslovakia during the war, met Miss Chalupnik and on his return to the 
United States told Mr. Pavlish about her. Mr. Pavlish then states that he 
became acquainted with the alien through correspondence, and in 1948 traveled 
to Czechoslovakia and on December 23, 1948, married her in Prague. When 
Mrs. Pavlish applied to the American consul for a visa to come to the United 
States, her application was denied because of her admission to the consul that 
she was a former member of the Communist Party. 

As the wife of a citizen of the United States, Mrs. Pavlish is entitled to nonquota 
status in the issuance of a visa under section 4 (a) of the Immigration Act of 1924. 
By reason of her admitted former membership in the Communist Party, however, 
she is inadmissible to and excludable from the United States under the act of 
October 16, 1918, as amended. 

Upon a careful review of the record in this case, no considerations appear 
sufficiently compelling to warrant enactment of special legislation exempting the 
alien from the general requirements of the immigration laws and the Department 
of Justice is unable to recommend enactment of this bill. 

Yours sincerely, 
PEyTon Forp, 
The Assistant to the Attorney General. 


The following information concerning the case is contained in the 
files of the Senate Committee on the Jud ciary: 


_ Unrrep States SENATE, 
COMMITTEE ON APPROPRIATIONS, 
July 10, 1950. 


Senator Par McCarran, 
Chairman, Senate Judiciary Committee, 
Senate Office Building, Washington, D. C. 

Dear Senator McCarran: For almost 2 years I have been endeavoring to be 
of assistance to a young South Dakota farmer who desires to bring his wife, a 
native of Czechoslovakia, to this country. When I couldn’t get administrative 
action to legalize this lady’s entry, I introduced a bill, S. 2506, 
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This bill was thoroughly considered by your committee, after which action was 
postponed indefinitely on the grounds that this woman had at one time been a 
member of the Communist Party. I have gone into this case very thoroughly, 
and I am completely convinced that the circumstances surrounding this lady’s 
membership in the Communist Party are extenuating. 

Rudolph Pavlish, the South Dakotan whom she married, is a thrifty hard- 
working, thoroughly honest American citizen. I am convinced that he would not 
select as a wife one who did not possess the same potential attributes. This 
morning I received a letter from Mr. Pavlish which is so appealing and so obviously 
sincere that I feel constrained to forward a copy of it to you, together with my 
most earnest request that your committee take one more look at my bill. 

Here is an American citizen who feels that he is being penalized for insisting 
that his wife give full and completely honest information to the officials screening 
her visa application. I realize that you have a plethora of these bills to deal with 
and that your committee can’t spend too much time on any individual bill. 
However, I am sure if you could sit and talk with Rudolph Pavlish—as I have 
done—about the injustice that he feels has been done him, you would be inclined 
to review this bill very sympathetically. 

Thank you a great deal for your consideration and cooperation. 

Sincerely yours, 
CHAN GURNEY. 





AFFIDAVIT 
Strate or Soutw Dakota, 
County of Bon Homme, ss: 


Rudolph Pavlish being first duly sworn on his oath deposes and states: That 
he is the husband of the above-named Libuse Chalupnik Pavlish, that he is of the 
age of 40 years, a natural-born American citizen having been born on a farm near 
Tyndall, Bon Homme County, State of South Dakota, the place where he now 
lives and has lived all his life. That he firmly believes in the Government of the 
United States and has always taken part in elections as is done by all good 
Americans, but that he has never been a candidate for any public office. 

1. That the above-named Libuse Chalupnik Pavlish is said affiant’s wife, they 
having intermarried on December 23, 1948, at Prague, Czechoslovakia, while said 
affiant was in Czechoslovakia, and she is now and was since the date of said 
marriage affiant’s wife, and that said affiant’s home is in the United States and 
he desires that his said wife be admitted to the United States, so that she may 
live with said affiant, as husband and wife. 

2. That said Libuse Chalupnik Pavlish is unemployed, in Czechoslovakia, at 
this time, for the reason that she does not belong to the Communist Party in 
Czechoslovakia, and a non-Communist there cannot get employment under the 
present Czechoslovakian communistic rule. 

3. That said affiant is supporting his wife the said Libuse Chalupnik Pavlish, 
and sends her money and some clothes and other articles, she being his wife. 

4. That said Libuse Pavlish has renounced all connections with the Com- 
munist Party, that she has never taken any active part in the organization, and 
at heart has never and still does not believe in the communistie system. That 
she has never been a revolutionist, always believed in the existing order and has 
never taken any active part, either politically or otherwise for the overthrow of 
any government, whatsoever, nor will she take any active part in any activity that 
will be injurious to the American public interest. 

5. Said Libuse Pavlish has never been convicted of any offense under any 
Federal or State law of the United States since she has never been in the United 
States, nor was she ever convicted of any offense against any foreign state, as 
affiant’s wife was always a law-abiding citizen in Czechoslovakia, and never an 
active revolutionist, but very peaceful. 

Wherefore, affiant prays that the said committee recommend the passage of the 
private bill, 8. 2506, so that said affiant may get his wife to come to live with said 
affiant in the United States as husband and wife. 

RvupoupH PAvVLisH. 


Subscribed and sworn to before me this 15th day of December 1949. 

[SEAL] FrankK Vuapyka, Jr., Notary Public. 

The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 1006) should be enacted. 


O 





Calendar No. 435 


82p CoNGRESS } SENATE Report 
Ist Session No. 449 











RELIEF FOR THE SHEEP-RAISING INDUSTRY 
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JUNE 20 (legislative day, May 17), 1951.—Ordered to be printed 


; 
Mr. McCarran, from the Committee on the Judiciary, submitted the 
’ following 


REPORT 


[To accompany 8. 1696] 


The Committee on the Judiciary, to which was referred the bill 


(S. 1696) tq amend Public Law 587 of the Eighty-first Congress to 
provide reliéf for the sheep-raising industry by making special quota 
immigratior visas available to certain alien sheepherders, having con- 
sidered the same, reports favorably thereon without amendment and 
recommends that the bill do pass. 


PURPOSE OF THE BILL 


The sole purpose of the bill is to extend for 6 months the benefits of 
Public Law 587 of the Eighty-first Congress. The bill does not in- 
crease the number of sheepherders eligible to receive visas under the 
said Public Law 587, nor does it relax their eligibility requirements for 
admission into the United States. 


STATEMENT OF FACTS 


Public Law 587 of the Eighty-first Congress, which was approved on 
June 30, 1950, provided for a limited priority within our quota laws to 
a small number (not to exceed 250) of alien shee »pherders who are other- 
wise qualified for admission into the United States. No quota is in- 
creased thereby and every alien admitted thereunder is charged to 
existing or future quotas. 

Under the provisions of the said Public Law 587 the alien sheep- 
herders who qualify for admission into the United States must be issued 
visas prior to June 30, 1951, the expiration date of the act. 

It is the information of the committee that, as of June 18, 1951, a 
total of 194 allocations had been made against the 250 visas authorized 
under the act but that only 60 visas were reported as having been 
issued. 





2 RELIEF FOR THE SHEEP-RAISING INDUSTRY 


The committee is informed that it is unlikely that the program will 
be completed prior to the expiration date of the present law. It does 
not appear that the relief provided for the sheep-raising industry by 
the Eighty-first Congress in the enactment of Public Law 587 will be 
fully realized unless an extension of the program for a period of 6 
months is authorized. 

After consideration of all the facts the committee is of the opinion 
that the bill (S. 1696) should be enacted. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


[Pustic Law 587—S8lst ConergEss] 
(CnapTreR 423—2p Session] 
{S. 1696] 


AN ACT To provide relief for the sheep-raising industry by making special quota immigration visas avail- 
able to certain alien sheepherders 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That, [for a period of one year after the 
effective date of this Act,] ending December 31, 1951, in any case in which the 
Attorney General, under the authority of the fourth proviso to section 3 of the 
Immigration Act of 1917 (U. 8. C., title 8, sec. 136), grants permission for the 
importation of a skilled sheepherder into the United States and the investigation 
of the application for such importation discloses that— 

(1) the employment offered such skilled sheepherder is permanent, and 
(2) no immigration quota number of the country of which such alien sheep- 
herder is a national is then available, 
a special immigration visa may be issued to such alien sheepherder as provided in 
this Act: Provided, That such alien sheepherder is otherwise admissible into the 
United States for permanent residence. 

Sec. 2. The Attorney General shall certify to the Secretary of State the name 
and address of every skilled sheepherder for which an application for importation 
under the fourth proviso to section 3 of the Immigration Act of 1917 has been 
approved. If a quota number is not then available for such alien sheepherder, 
the proper consular officer may issue a special quota immigration visa to such 
alien sheepherder. Upon the issuance of such visa the pease quota-control 
officer shall deduct one number from the appropriate quota for the first year that 
such quota is available: Provided, That not more than 50 per centum of any quota 
shall be deducted under the provisions of this Act in any given fiscal year. 

Sec. 3. (a) There shall not be issued more than two hundred and fifty special 
quota immigration visas under this Act. 

(b) Nothing contained in this Act shall be construed as increasing the immigra- 
tion quota of any country or of altering the requirements for admission of aliens 
into the United States. 
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DR. GIUSEPPE MAZZONE 
JUNE 20 (legislative day, May 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted the 
: following 


REPORT 
(To accompany H. R. 895} 


—The Committee on the Judiciary, to which was referred the bill 
(H. R. 895) fer the relief of Dr. Giuseppe Mazzone, having considered 


the same, réports favorably thereon without amendment and recom- 
mends that*the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to at the status of permanent residence 


in the United States to Dr. Giuseppe Mazzone. The bill provides 
for an appropriate quota deduction and for the payment of the 
required visa fee and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 38-year-old native and citizen of 
Italy who last entered the United States as a visitor on April 4, 1949. 
He is presently employed at St. Agnes Hospital in Philadelphia, Pa., 
where he is specializing in obstetrics and gynecology. 

A letter dated March 29, 1951, to the chairman of the Committee 
on the Judiciary of the House of Representatives from the Deputy 
Attorney General with reference to the case reads as follows: 

Marcu 29, 1951. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


My Dear Mr. CuarrRMAN: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 895) for the relief of Dr. 
Giuseppe Mazzone, an alien. 

The bill would provide that Dr. Giuseppe Mazzone shall be considered to have 
been lawfully admitted to the United States for permanent residence as of the 
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date of its enactment, upon payment of the required visa fee and head tax. It 
would also direct the Secretary of State to instruct the quota-control officer to 
deduct one number from the appropriate immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Dr. Mazzone, a native and citizen of Italy, was born in Valezano, 
Italy, on March 25, 1913. He entered the United States at the port of New York 
on April 4, 1949, when he was admitted under section 3 (2) of the Immigration Act 
of 1924 for 6 months to visit his brother in Philadelphia, Pa. He was granted 
extensions of his temporary stay until January 15, 1951, upon representations 
that he desired to study American procedures in medicine and research while 
pursuing an internship at St. Agnes Hospital in Philadelphia. Proceedings with a 
view to enforcing his departure from this country were ordered held in abeyance 
pending consideration of the instant bill. 

The files further reflect that Dr. Mazzone is presently employed at St. Agnes 
Hospital, where he receives room and board. His brother, the Reverend Vito C. 
Mazzone, of Philadelphia, supplies him with expense money. Two other brothers 
reside in Chicago, Ill. His mother, two sisters, and a brother reside in Italy. 
The alien served in the Italian Army for 6 months in 1937, 1 month in 1940, and 
from August 1942 until August 1945. 

The quota for Italy, to which Dr. Mazzone is chargeable, is oversubscribed, 
and an immigration visa is not readily obtainable. The record fails, however, 
to present considerations which would justify the enactment of special legislation 
granting him a preference over other nationals of Italy who desire to come to this 
country for permanent residence, but are unable to do so due to the oversubscrip- 
tion of their quota. 

Accordingly, this Department is unable to recommend enactment of the measure. 

Yours sincerely, 


Peyton Forp, 
Deputy Attorney General. 
Congressman Francis E. Walter, the author of the bill, appeared 
before the subcommittee of the Committee on the Judiciary of the 
House of Representatives and submitted the following letter: 


St. Acnes Hospitat, 
Philadelphia 45, Pa., April 4, 1951. 
Hon. Francis E. WALTER, 

House of Representatives, Washington, D. C. 


My Dear Mr. Watrter: This is to certify that Dr. Giuseppe Mazzone has 
been serving an internship at St. Agnes Hospital for approximately 2 years. 
During this time he has served us faithfully and well. His work has been of the 
very best quality and entirely satisfactory. For the past 11 months, he has 
been giving special attention to the field of obstetrics and gynecology. 

We have been particularly effected by the shortage of hospital interns for 
several years. Our hospital has an average census of 300 patients per day and, 
consequently, because of lack of a sufficient number of resident physicians, we 
are operating under a serious handicap. 

I want you to know that we went through a period during the past year when 
Dr. Mazzone was the only resident physician on our staff and he arose to the 
occasion admirably. 

It would be a boon to us if Dr. Mazzone, whom we so highly regard and require 
in order to adequately discharge Our duties to our patients, be permitted to remain 
with us. ° 

Sincerely yours, 
Sister M. Recuuiata, Superintendent. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (H. R. 895) should be enacted. 
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MRS. CLARA RAFFLOER DROESSE 
JUNE 20 (legislative day, May 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H, R, 896] 


— The Committee on the Judiciary, to which was referred the bill 

1. R. 896) for the relief of Mrs. Clara Raffloer Droesse, having 
considered @be same, reports favorably thereon without amendment 
and recommends that the bill do pass, 


PURPOSE OF THE BILL 


The purpose of the bill is to nullify the loss of United States 
citizenship because of voting in a foreign election in the case of Mrs, 
Clara Raffloer Droesse, 


STATEMENT OF FACTS 


The beneficiary of the bill was born in New York City in 1880 and 
was taken to Germany by her father in 1888. In 1912 when she was 
32 years of age she lost her United States citizenship by marrying a 
German citizen. Subsequently she regained the status of an American 
citizen under the provisions of the act of June 26, 1926, which provided 
that former American citizens who lost citizenship by marriage to 
an alien regain their citizenship upon termination of the marriage. It 
appears that Mrs. Droesse voted in an election in Ge rmany on Januar y 
27, 1946, thereby losing her American citizenship. She has been 
suce essful in an action filed in the United States District Court for 
the District of Columbia, which court has ruled that notwithstanding 
her voting in Germany ‘she retained her United States citizenship. 
Ordinarily the committee is not disposed to recommend for enactment 
bills in which administrative or judicial relief appears to be avyail- 
able. The Government has taken an appeal from the ruling of the 








2 MRS. CLARA RAFFLOER DROESSE 


District of Columbia court and it would appear that there will be a 
considerable lapse of time before the matter is finally adjudicated. 
Mrs. Droesse is presently in Germany and would have to wait until 
a final adjudication is obtained. Mrs. Droesse is 70 years of age and 
has limited means. In view of this situation the committee feels 
that the facts in this case warrant a favorable recommendation. 

A letter dated August 18, 1950, to the chairman of the Committee 
on the Judiciary of the House of Representatives from the Deputy 
Attorney General with reference to H. R. 3570, which was a bill 
introduced in the Eighty-first Congress for the relief of the same alien, 
reads as follows: 

Avucust 18, 1950. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


My Dear Mr. CrarrMan: This is in response to your request for the views 
of the Department of Justice relative to the bill (H. R. 3570) for the relief of Mrs. 
Clara Raffloer Droesse. 

The bill would provide that Mrs. Clara Raffloer Droesse may be naturalized 
by taking, prior to | year from the enactment. of the bill, before any naturalization 
court specified in subsection (a) of section 301 of the Nationality Act of 1940, as 
amended, or before any diplomatic or consular officer of the United States abroad, 
the oaths prescribed by section 335 of that act. The measure also would provide 
that, from and after the naturalization provided for, Mrs. Droesse shall have the 
same citizenship status as that which existed immediately prior to its loss. 

The files of the Immigration and Naturalization Service of this Department 
show that Mrs. Droesse, a widow, was born in New York City on April 30, 1880, 
of German parents. She was taken to Germany in 1888 by her father and has 
made her home in that country since she was 8 years old. Except for brief 
visits of a few months or so, occurring in 1909, 1924, 1927, and 1935, she has not 
been back to this country. Neither of her parents was ever naturalized in the 
United States. The alien married a German citizen on May 11, 1912. 

It would appear that, in the absence of evidence to the contrary, until her 
marriage in 1912, at the age of 32, the alien had not relinquished her American 
citizenship. She was, by birth, a citizen of the United States, but through her 
marriage became a citizen of Germany under the provisions of the German Law 
of Nationality of July 22, 1913, and lost her American citizenship under the 
provisions of section 3 of the act of March 2, 1907, which provided “That any 
American woman who marries a foreigner shall take the nationality of her hus- 
band, * * *.” On April 16, 1946, however, Mr. Droesse was permitted to 
take an oath of allegiance to the United States before an American consul in 
Munich, Germany, on the assumption that she acquired American citizenship 
under the provisions of the act of June 25, 1936, as amended, and that she had 
not thereafter relinquished her citizenship. That statute provided that a native- 
born citizen who has or is believed to have lost her United States citizenship 
solely by reason of marriage prior to September 22, 1922, to an alien and whose 
marital status with such alien has terminated shall be deemed to be a citizen of 
the United States to the same extent as though her marriage to such alien had 
taken place on or after September 22, 1922. The statute provided, however, 
that no such woman shall have or claim any rights as a citizen of the United 
States until she shall have taken the oath of allegiance before a consular officer. 
Although the act of June 25, 1936, as amended, was repealed by the Nationality 
Act of 1940, which became effective January 13, 1941, the right to take the oath 
of allegiance on or after that date was preserved to women who had benefited 
under the 1936 act. In addition, citizenship which had thus been acquired was 
not disturbed by the repeal of the earlier act. 

After Mrs. Droesse had taken the oath of allegiance, it was discovered that 
she had voted on January 19, 1946, in a political election in Germany. For that 
reason, the oath of allegiance she took had no effect whatever upon her nationality 
status. 

Before it was discovered that Mrs. Droesse lost the United States nationality 
in 1946, she was issued a United States passport in 1947, at Munich, Germany, 
for the purpose of returning to this country. She applied to the military govern- 
ment liaison and security office at Berchtesgaden, Bavaria, for an exit permit to 
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leave Germany, but her application was denied because of her alleged previous 
Nazi sympathies. After 'earning that she hed lost American netionalitv prior 
to the issuance of the passport to her, the Department of State recelied the 
passport. 

Although little is known with respect to the alien’s life in Germany, it appears 
that an application made by her for an exit permit for a trip to Switzerland 
reflects that she was a member of the Nazi Frauenschaft, a Hitlerian organization, 
from 1938 to 1945. In addition, she was declared a ‘follower’? by the Denazifi- 
cation Court at Berchtesgaden in 1947, and was fined 10,000 reichsmarks. 

It does not appear that Mrs. Droesse has any close relatives in the United 
States. Her brother, Louis A. Raffloer, lived in this country prior to his death in 
California in 1945. 

As a result of her loss of United States citizenship, Mrs. Droesse is chargeable 
to the quota of Germany as provided in section 12 (a) of the Immigration Act of 
1924. The quota for Germany is oversubscribed at the present time, and an 
immigration visa is not readily obtainable. In the absence of special legislation, 
therefore, it will be necessary for her to await her turn for the issuance of an 
immigration visa. No reason is perceived why she should be permitted to regain 
her United States citizenship by special legislation. 

Accordingly, the Department of Justice is unable to recommend the enactment 
of the measure. 

Yours sincerely, 
PEYTON Forp, 
Deputy Attorney General. 


Raoul Berger, Esq., Washington, D. C. appeared before a subcom- 
mittee of the Committee on the Judiciarv of the House of Repre- 
sentatives and submitted the following additional information: 


MEMORANDUM Re H. R. 896, A BILL For THE RELIEF OF CLARA RAFFLOER 
DROESSE 


Clara Raffloer Droesse was born in New York City in 1880. She was taken 
to Germany by her father, Louis Raffloer, in 1888. Until she married Hans 
Droesse, a German citizen, in 1912 at the age of 32, she had retained her American 
citizenship. After 1919 Clara and her husband lived in a small Bavarian village 
Mr. Droesse died on November 28, 1937. 

Counsel for Mrs. Droesse were advised by the Department of State that when 
her husband passed away Mrs. Droesse, under the act of June 25, 1936, chapter 


801 (49 Stat. 1917, 8 U.S. C. sec. 717), regained the status of an American citizen. 

On April 29, 1948, the American vice consul at Munich, Germany, executed 
a certificate that Mrs. Droesse lost her nationality as an American citizen by 
virtue of the fact that she voted on January 27, 1946, in a village election at 
Schoenau. This vote was cast because fellow villagers and neighbors of Mrs. 
Droesse pressed upon her that every possible vote was required in order to defeat 
the Communist village mayor. Mrs. Droesse, an aged woman alone in this small 
Bavarian village, had no idea that in thus yielding to the pressure of her friends 
and neighbors and voting to defeat the Communist mayor she would be forsaking 
her American citizenship. The vote was cast by Mrs. Droesse without any 
knowledge that the voting might be construed as an act of expatriation, and 
without any intention thereby to give up her American citizenship. 

On January 26, 1951, Judge McLaughlin, of the United States District Court 
for the District of Columbia, entered an order setting aside Secretary Acheson’s 
certificate that Mrs. Droesse had lost her nationality, and decreeing that she is 
a national of the United States (Droesse v. Acheson, Civil No. 2783-49). To 
date, some six or seven district courts in all parts of the country have held with- 
out exception that a vote cast in occupied territory is not a vote in a foreign elec- 
tion, and have set aside Secretary Acheson’s certificates of loss of nationality. 
Among the reported decisions to date are: Yamamoto v. Acheson (93 F. Supp. 
346); Haruko Furuno v. Acheson (94 F. Supp. 381); Arikawa v. Acheson (83 F. 
Supp. 473); Brehm v. Acheson (90 F. Supp. 662). 

Among the unreported cases are: In re Hedwig Lydia Riedner (Case No. 27,512) 
(E. D. Wis., September 29, 1950); Wohlmuth v. Acheson (District of Columbia, 
Civil Action No. 520-50); Droesse v. Acheson (District of Columbia, Civil Action 
No. 2783-49) 

The Government has taken an appeal in the present case, and Mrs. Droesse, 
a woman of 70, with a none too long life expectancy, is without the funds where- 
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with to fight the Government to the Supreme Court. For this reason, relief is 
sought from the Congress. 

On August 18, 1950, the Attorney General advised Chairman Celler of the 
Committee on the Judiciary that “‘an application made by her [Mrs. Droesse] for 
an exit permit for a trip to Switzerland reflects that she was a member of the 
Nazi Frauenschaft, a Hitlerian organization, from 1938 to 1945. In addition she 
was declared a ‘follower’ by the Denazification Court at Berchtesgaden in 1947. 
and was fined 10,000 reichsmarks.”’ Accordingly, the Department of Justice felt 
unable to recommend enactment of the private bill. 

The Attorney General’s statement is not quite accurate. Mrs. Droesse was not 
fined 10,000 marks, but 150 marks. The denazifization decree of April 10, 1947, 
(a translation of which is attached hereto; a photostatic copy of the German 
original is in the committee files), shows that the fine was fixed at 150 marks, but 
that costs were assessed at 10,400 marks. 

We attach a translated explanation under date of October 7, 1950, from Anton 
Koller, former Chairman of the relevant Denazification Tribunal. * (A photostatic 
copy of the German original is in the committee files). From that statement it 
appears that Mrs. Droesse paid about 12 cents a month as a member of the Ladies’ 
Auxiliary (i. e., Nazi Frauenschaft). The Chairman states that, had her fortune 
been less than 20,000 marks, she would have been amnestied without more. But 
the relevant law required proceedings in the case of one whose fortune was in 
excess of 20,000 marks. He states that the fine was 150 marks, as is shown by 
the transcript of the decree, and that the low penalty indicates that he thought 
her ease harmless. He likewise states that, apart from all questions of degree 
or the nature of the political charges, costs were fixed independently by reference 
to the size of the persons’ fortune; namely, 5 percent of the affected person’s 
fortune.! Sinee Mrs. Droesse had 200,000 marks, the costs were fixed at 10,000 
marks. But the chairman emphasizes this “had nothing to do with the political 
charges against Mrs. Droesse.”’ 

An aged woman who was all alone in Nazi Germany, surrounded by all of the 
prewar hysteria, cannot be severely blamed for paying 12 cents a month to a 
Nazi Ladies’ Auxiliary to escape reproaches or other consequences. 

The expatriation acts were framed to reach those who made an intelligent 
choice to elect foreign citizenship. Mrs. Droesse’s vote against the Communist 
mayor in response to village pressure scarcely indicates an election of that sort. 


[Translation] 


TRIBUNAL BERCHTESGADEN, 
Berchtesgaden, April 10, 1947. 


DEcISION OF EXPIATION ? 


Mrs. Clara Droesse, housewife. 
Born on April 30, 1880. 
Residence: Schonau-Berchtesgaden. 

On the motion of April 10, 1947, of the public prosecutor in the Tribunal 
Berchtesgaden, there issued against you the following decision of expiation: 

(1) You were placed in the group of fellow travelers. Charge: NSF, 1938-45 
(art. 12, I, I). 

(2) A money-expiation of 150 reichsmarks has been fixed against you. This 
money-expiation is to be paid by May 31, 1947, at the Finance Office, Berchtes- 
gaden (postal account No. 1722, Post Office, Munich), or in cash at the Treasury. 
In the event of nonpayment of the money-sum, one day of labor service is to take 
the place of each 10 reichsmarks. 

(3) The costs amount to 10,400 reichsmarks and are likewise to be paid at the 
Finance Office, Berchtesgaden, by May 31, 1947. 

This decree of expiation becomes legally effective unless you move for judgment 
within 1 week after service of the motion. The motion is to be lodged in writing 
or in the record of the office of the Tribunal. The reckoning of costs will be 
presented according to law. 

KOLLER, 
Chairman of the Tribunal. 





1 Sec. 3 of the Gebiihren Ordnung of April 4, 1946, published at pp. 203-204 of the Bayerisches Gesetz und 
Verordnungsblatt, July 26, 1946, provides as follows: “‘If the person concerned has a taxable estate of 200,000 
or more, the costs [Gebiihr] shall be 5 percent of the estate, insofar as this is higher than the costs provided 
in secs. 1 and 2.” 

2 At German law, “‘Suhnebescheid” is something less than “penalty’’; the decree resembles our mechanics 
or minor traffic offenses where one can waive hearing and pay a fine. 
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[Translation] 


ScHONAU, GRABENLEHEN, October 7, 1950. 
Re proceedings against Mrs. Clara Droesse, born April 30, 1880, resident in 
Berehtesgaden-Schonau, House Roeffler. 

Respecting the proceedings in the Tribunal against Mrs. Droesse, I can state 
the following: 

According to her file, Mrs. Droesse was only a simple member of the Ladies’ 
Auxiliary of the NS from 1938 to 1945, with a monthly membership contribution 
of 0.62 reichsmark. On the ground of Mrs. Droesse’s simple membership in this 
Nationalist Socialist Ladies’ Auxiliary alone, she, under the law, would without 
more have fallen within the Christmas amnesty had not the legal provisions re- 
specting her property barred application of the Christmas amnesty. The Christ- 
mas amnesty, promulgated by the Separate Ministries of the American zone in 
Stuttgart on February 5, 1947, made it a condition of applying the Christmas 
amnesty that the gross taxable income of the person affected should not, neither 
in the calendar year 1943 nor 1945, exceed the amount of 3,600 reichsmarks and 
that said person’s property-on January 1, 1945 should not exceed the amount 
of 20,000 reichsmarks. Mrs. Droesse did not come within the latter provision. 
Her taxable property amounted to 208,000. In consequence, Mrs. Droesse could 
not be amnestied. 

From the fact that I fixed a penalty of only 150 reichsmarks against Mrs. 
Droesse, it may be perceived that I regarded the case of Mrs. Droesse as harmless 
when classifying it under the provisions of the liberation law. 

The fixing of costs had nothing to do with this classification. The fixing of 
costs was governed by the relevant order of April 4, 1946. According to section 
3 of this order, the costs of the proceeding before the Tribunal amounted to 5 
percent of the person’s property, if the person had a taxable fortune of 200,000 
reichsmarks or more. Since Mrs. Droesse had a taxable estate of 208,000 reichs- 
marks, the costs of the proceeding had to be fixed at 5 percent thereof; i. e., 
10,400 reichsmarks. 

In summary, I wish once again to confirm that the size of the proceeding’s 
costs had nothing to do with the political charges against Mrs. Droesse. ‘Those 
costs have no connection with the political charges against the person concerned, 
only with his fortune. The degree of the political charge only finds expression in 
the height of the fine decreed against the person concerned, which here, as already 
remarked, amounted only to 150 reichsmarks. 

ANTON KOLLER, 
Formerly Chairman of the Berchtesgaden T ribunal. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (H. R. 896) should be enacted. 
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JUNE 20 (legislative day, MAy 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 997] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 99%) for the relief of William J. Drinkwine, having considered 
the same, Feports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to pay the sum of $2,100 
to William J. Drinkwine, of Kenosha, Wis., in full settlement of all 
claims against the United States for the loss of wages and expenses 
resulting from being unjustly suspended from the Kenosha, Wis., 

ost office for violation of the Hatch Act in June 1939, and prior to 
eing restored to duty in July 1940. 


STATEMENT 


Mr. Drinkwine was suspended from the position of clerk in the 
Kenosha, Wis., post office from June 19, 1939, to June 11, 1940. This 
suspension was ordered in connection with an indictment returned 
against him in the eastern district of Wisconsin for violation of sections 
51, 57, and 2330, Postal Laws and Regulations of 1932 (18 U.S. C. 
208, 209; 5 U.S. C. 113; and 18 U.S. C. 88, respectively), in connec- 
tion with the alleged solicitation of campaign contributions on Federal 
building premises, and related offenses. The case was dismissed on 
May 24, 1940, by Judge Patrick F. Stone in Federal court at Milwau- 
kee, Wis. Mr. Drinkwine’s restoration was authorized at the time 
the charges were dismissed by the court. 





WILLIAM J. DRINKWINE 


Public Law 632, Eightieth Congress, second session, was enacted 
to protect such cases as Mr. Drinkwine’s and the committee is of the 
opinion that the 1 year’s loss in salary is too great a penalty for the 
activities of Mr. Drinkwine and also, in view of the fact that the 
court dismissed the charges, the committee is of the opinion that he 
should be paid the sum of $2,100 for the amount of lost salary while 
under suspension, and recommends favorable consideration of this 
bill. 

Departmental reports and other pertinent information are found 
in House Report No. 48, Eighty-second Congress, first session, which 
is included herein by reference. 
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JUNE 20 (legislative day, MAy 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 1443] 
WD 
—The Committee on the Judiciary, to which was referred the bill 
Be R. 1443) for the relief of Paul Matelli, having considered the same, 
reports favorably thereon, without amendment, and recommends that 
the bill do pass. 
J PURPOSE 


The purpose of the proposed legislation is to pay the sum of $900 to 
Paul Matelli, of Chicago, Ill., in full settlement of his claim for refund 
of $1,000, which he posted as a cash bail bond in the case of the United 
States v. Edward Casselli, and which was forfeited by the United States 
district court and covered into the United States Treasury. 


STATEMENT 


Mr. Paul Matelli, as surety, posted a cash bail bond in the amount 
of $1,000 in the United States District Court for the Northern District 
of Illinois in the case of United States v. Edward Casselli. The case was 
continued repeatedly and the defendant was present at each contin- 
uance until May 10, 1932, when the case was continued generally, to 
be reset upon 5 days’ notice. When the case was reset, notice was 
erroneously mailed to the defendant at West Polk Street when his 
address was actually West Oak Street. According to the surety, this 
notice was never received by the defendant or by the surety. 

On December 6, 1932, the court forfeited the cash bail due to the 
failure of the defendant to appear. This sum was later covered into 
the United States Treasury. 

Mr. Matelli thereafter filed a petition with the court for refund of 
the forfeited sum and the court, under authority of section 1020, 
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Revised Statutes (18 U. S. C. 1940 ed. 601 (since repealed)) issued 
an order directing the clerk to refund $900 of the forfeited cash bail 
to Mr. Matelli, $100 being deducted as costs in the case. Since the 
money had been covered into the Treasury, the clerk could not return 
it and Mr. Matelli had to file a claim with the Treasury Department. 
That claim was denied for the reason that the Constitution of the 
United States prohibits the withdrawal of moneys from the Treasury 
except in consequence of an appropriation made by law. 

The committee feels that this claimant should be allowed to recover 
the amount ordered refunded by the Federal court. It appears that 
the failure of the defendant to present himself was the result of the 
mailing of the notice to the wrong address. In such case, the retention 
of this money by the United States would be inequitable. Accordingly, 
it is the recommendation of the committee that the bill be considered 
favorably. 

Attached to and made a part of this report are the reports of the 
Department of Justice and the General Accounting Office on a similar 
bill introduced in the Eighty-first Congress. Also attached is an 
earlier statement of the General Accounting Office and the order of 
the Federal district court on the claim of Mr. Matelli. 





DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENERAL, 
Washington, September 19, 1950. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D, C. 


My Dear Mr. CrarrMan: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 8862) for the relief of Paul 
Matelli. 

The bill provides for payment of the sum of $900 to Paul Matelli, Chicago, I11., 
in full settlement of all claims against the United States for refund of part of 
the amount of $1,000 which he posted as cash bail bond in the case of the United 
States of America against Edward Caselli, and which was forfeited by the United 
States District Court for the Northern District of Illinois on December 6, 1932. 
The bill recites that such court on October 29, 1935, ordered the refund of $900 
to Paul Matelli but such refund could not be made because the amount had been 
covered into the Treasury. 

From the information contained in the files of the Department of Justice, it 
appears that claimant posted cash bail in the sum of $1,000 for the defendant 
in the case of United States v. Edward Caselli which was brought in the United 
States District Court for the Northern District of Illinois. The bond was for- 
feited on December 6, 1932. On October 29, 1935, the court ordered the refund 
of $900 of the amount to claimant and $100 to be applied to court costs. How- 
ever, the funds could not be refunded because they had been covered into the 
Treasury of the United States. 

Whether the bill should be enacted presents a question of legislative policy 
concerning which the Department of Justice prefers to make no recommendations. 

The Director of the Bureau of the Budget has advised this office that there 
would be no objection to the submission of this report. 

Yours sincerely, 


Peyton Forp, 
Deputy Attorney General. 
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GENERAL ACCOUNTING OFFICE, 
Washington, June 2, 1950. 
Hon. Ricuarp W. HorrMan. 
House of Representatives. 


My Dear Mr. Horrman: Reference is made to your letter of May 25, 1950, 
requesting my advice as to your introduction of a private bill for the relief of 
Mr. Paul Matelli in connection with the partial rebate of a bail bond which he 
posted in the United States District Court for the Northern District of Illinois 
in December 1932. 

It appears from the records of this Office that Mr. Matelli, as surety, posted 
a cash bail bond in the amount of $1,000 in the said court for a defendant, Edward 
Caselli, who was indicted on October 2, 1931. It is stated in a letter dated 
June 15, 1936, from the Department of Justice, that the criminal case was 
repeatedly continued and the defendant, Edward Caselli, was present at each 
continuance until May 10, 1932, when the case was continued generally, to be 
reset upon 5 days’ notice. It further is stated therein that while the previous 
notices had been sent to the defendant at 419 West Oak Street, Chicago, IIL, 
where he had resided for years, the notice of the resetting of the case was erro- 
neously mailed to 419 West Polk Street, Chicago, Ill., and according to Mr. 
Matelli, was never received by either the defendant or the surety. On December 
6, 1932, the court forfeited the cash bail of $1,000 which was deposited into the 
Treasury as miscellaneous receipts. Upon consideration of a petition filed by 
Mr. Matelli, the court, under authority of section 1020, Revised Statutes (18 
U. 8S. C. 1940 ed. 601 (since repealed)), issued an order dated October 29, 1935, 
directing the clerk of said court to refund $900 of the forfeited cash bail to Mr. 
Matelli, $100 being deducted from the $1,000 as costs in the case. The clerk 
being unable to refund the $900 since it had been deposited into the Treasury, 
Mr. Matelli filed a claim for that amount with the Treasury Department which 
forwarded said claim to this Office. By certificate of settlement dated September 
17, 1936, the claim was disallowed by this Office for the reason that Article 1, 
section 9, paragraph 7, Constitution of the United States of America, prohibits 
the withdrawal of moneys from the Treasury except in consequence of an appro- 
priation made by law, and that there was no appropriation available at that 
time for payment of such claims. 

I have had the matter reviewed under my personal supervision and find that 
the disallowance of the claim was in accordance with the law. I may also state 
_ that there still is no appropriation available for the refundment of forfeited bail 
bonds, the proceeds of which have been covered into the general fund of the 
Treasury as miscellaneous receipts. While the order of the court constituted a 
complete remission of the $900, it could not effect the withdrawal of that amount 
from the general fund of the Treasury. The only means whereby the money 
could be paid is by the enactment of a private law. 

Since it appears that the failure of the defendant to appear in court upon the 
resetting of the case was due to an error of the court in mailing the notice to the 
wrong address, and since the court ordered the remission of $900 of the forfeited 
cash bail, it is believed that Mr. Matelli has an equitable claim to that amount. 
While the reason for the delay in requesting relief since the date of the order of 
remission, October 29, 1935, is not apparent, you are advised that this Office 
would interpose no objection to the enactment of relief legislation for Mr. Matelli 
for the refund of the amount of $900. 

In accordance with your request, the file enclosed in your letter is returned 
herewith. 

Sincerely yours, 
FRANK YATES, 
Acting Comptroller General of the United States. 
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SETTLEMENT CERTIFICATE 
GENERAL ACCOUNTING OFFICE 


Claims Division 


WasHincton, September 17, 1936. 
Paut MaTE.Lut 


Care of John O. Wagner, Attorney, Chicago, Ill. 


Sir: Your claim, No. 0568373, for the return of $900, representing net amount 
of cash bail bond deposited with the clerk of the District Court for the Northern 
District of Illinois, Eastern Division, has been carefully examined and it is found 
that no part thereof may be allowed for the reasons hereinafter stated. 

It appears from an examination of the record on file in this office that on 
December 6, 1932, a $1,000 cash bail bond, posted in the case of The United States 
of America v. Edward Caselli was declared forfeited by the court and that on 
February 28, 1933, by warrant No. 8618, the amount of said cash bond, after 
deducting the clerk’s fees, was deposited into the United States Treasury pursuant 
to the provisions of section 3617, Revised Statutes of the United States. 

It further appears that on October 29, 1935, the same United States district 
court issued another order remitting the sum of $900 of the forfeited cash bail 
bond after deducting $100 as costs in the case, and that it is on account of this 
latter order that a refund is claimed. 

Moneys deposited and covered into the general fund of the Treasury of the 
United States, as in this case, are not authorized to be withdrawn therefrom or 
otherwise applied except in consequence of an appropriation made by law. See 
article 1, section 9, paragraph 7, Constitution of the United States of America. 

Accordingly, since no appropriation has been made for the refundment of 
amounts deposited with any clerk of court as forfeited bail money, no funds are 
available for payment of the amount which you claim. 

I, therefore, certify that no balance is found due you from the United States. 

Respectfully, 

R. N. Exuiort, 
Acting Comptroller General of the United States. 
By J. A. Harr. 


In THE District Court oF THE UNITED STATES OF AMERICA FOR THE NORTHERN 
District or IrLuiNois, EASTERN DIVISION 


United States of America, v. Edward Caselli et al., D. D. No. 41585 
ORDER 


This cause coming on to be heard upon the petition of Paul Matelli, surety, and 
Edward Caselli, defendant, pursuant to notice duly served upon the United States 
attorney for the Northern District of Illinois, Eastern Division, and the court 
having read the petition and the affidavit in support thereof and having heard 
arguments of counsel, and the court being satisfied that Paul Matelli is entitled to 
the sum of nine hundred dollars ($900) now on deposit in the Treasury of the 
United States, being the proceeds of a judgment and forfeiture entered on Decem- 
ber 6, 1932, of the sum of one thousand dollars ($1,000) deposited by the said 
Paul Matelli, surety for the defendant, Edward Caselli, and which said sum of 
one thousand dollars ($1,000) was deposited by the clerk of this court in the 
Treasury of the United States. The court has deducted one hundred dollars 
($100) from the said one thousand dollars ($1,000) as costs in this case. 

It is hereby ordered that the clerk of this court pay the sum of nine hundred 
dollars ($900) to Paul Matelli, from the money deposited in the Treasury of the 
United States as above set forth. 

James H. WILKERSON, 
United States District Judge. 
OcToBER 29, 1935. 


O 
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Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 1840] 


The Committee on the Judiciary, to which was referred the bill 
. R. 1840) for the relief of Bernard Spielmann, having considered 
the same, reports favorably thereon without amendment and recom- 
mends thatithe bill do pass. 
oll 


PURPOSE OF THE BILL 


The purpose of the bill is to facilitate the entry into the United 
States as a nonquota immigrant of Bernard Spielmann, a native and 
citizen of Germany, residing in Quito, Ecuador. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 38-year-old native and citizen of 
Germany who has been residing in Ecuador since 1941. He left 
Germany in 1933 as a refugee and thereafter resided in France and 
Switzerland until he went to Ecuador. He is married to a native and 
citizen of Ecuador, who is now a permanent resident of the United 
States. 

A letter dated August 18, 1950, to the chairman of the Committee 
on the Judiciary of the House of Re ‘presentatives from the Deputy 
Attorney General, with reference to H. R. 8478, which was a bill 
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introduced in the Eighty-first Congress for the relief of the same 
alien, reads as follows: 
Aveust 18, 1950. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuarrMan: This is in reply to your request for the views of the 
Department of Justice relative to the bill (H. R. 8478) for the relief of Bernard 
Spielmann, an alien. 

The bill would provide that, notwithstanding the immigration-quota limita- 
tions, Bernard Spielmann shall be granted admission to the United States for per- 
manent residence. It would also direct the Secretary of State to instruct the 
quota-control officer to deduct one number from the appropriate immigration 
quota. 

The files of the Immigration and Naturalization Service of this Department dis- 
close that the alien was born in Munich, Bavaria, Germany, on June 24, 1912, and 
is presently residing in Quito, Ecuador. He stated that with the advent of the 
Hitler regime in 1933 he left Germany for France, where he obtained employment 
as an interior decorator, and in November of that year opened his own business. 
Subsequently, he moved to Ecuador, where he opened a furniture factory and an 
interior-decorating business, and where he married Margot Menkel on May 19, 
1942. Mrs. Spielmann was admitted to this country for permanent residence on 
February 19, 1950; however, her husband was unable to obtain an immigration 
visa because of the oversubscribed condition of the German quota. 

There is nothing in the record indicating that Bernard Spielmann is not a person 
of good moral character. He apparently does not adhere to political concepts 
or ideas that are inimical to the best interests of the United States. 

The quota for Germany, to which the alien is chargeable, is oversubscribed, and 
informal advice received from the Department of State indicates that considera- 
tion is now being given to applicants who registered for nonpreference immigration 
visas prior to October 8, 1948. It has been alleged that the alien formally regis- 
tered for an immigration visa at the American consulate in Quito, on March 8, 
1950. The record fails to present any facts which would justify granting him a 
preference over the aliens who registered for visas prior to October 8, 1948, and 
who are awaiting their regular turn for such visas. 

Accordingly, this Department is unable to recommend enactment of the 
measure. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 


Former Congressman Compton I. White, the author of an identical 
bill (H. R. 8478) pending in the Eighty-first Congress, and Mrs. 
Bernard Spielmann, the wife of the beneficiary of the bill, appeared 
before a subcommittee of the Committee on the Judiciary in support 
of the bill. They transmitted the following information with reference 
to the case: 

Lire History oF BERNARD SPIELMANN 
Birth 
Bernard Spielmann was born in Munich, Bavaria, Germany, on June 24, 1912. 
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Education 


From 1918 to 1923 Bernard Spielmann attended elementary school in Munich. 
From 1923 to 1930 he attended high school. After he left school he got business 
training with a shoe firm, Mueneher Schuhwarenhaus. Also, he started training 
as an interior decorator. 


France 


In 1933, when Hitler came into power, Mr. Spielmann, being-a Jew, went to 
France. There he was employed as an interior decorator and was in charge of a 
branch of the firm of Max Scheinmann of Bruay (northern France). The branch 
was located at Rue de la Gare, Bully les Mines (northern France). He stayed 
with this firm until November 1933, when he went to Levallois Perret (suburb 
of Paris) and opened his own business with a partner. In September 1938, how- 
ever, he had to leave France, because he did not have a permit for permanent 
residence. At that time it was very difficult for a foreigner to get such a permit. 
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Switzerland 


Mr. Spielmann, therefore, went to Switzerland and attended the School for 
Interior Decorators at Vevey. After school hours he worked as decorator with 
various firms. While he stayed in Switzerland, Mr. Spielmann applied for an 
American immigration visa, December 21, 1938, at the American consulate 
general, Zurich. The consulate was unable to grant this request and wrote Mr. 
Spielmann to this effect on August 3, 1940, and again on November 26, 1940. 


Ycuador 


Permanent stay in Switzerland was impossible for the same reason as mentioned 
above with relation to France. Since Mr. Spielmann could not immigrate into 
the United States, he went to Ecuador. He could reach Ecuador only via United 
States. The American consulate general, Zurich, issued him a transit visa on 
January 30, 1941. Mr. Spielmann arrived in Ecuador on May 5, 1941. In 
Ecuador Mr. Spielmann continued to work as an interior decorator. Later he 
opened his own furniture factory as well as continuing in the interior decorating 
business. 

Marriage 


On October 19, 1949, Mr. Spielmann married Margot Menkel. On February 
18, 1950, Mrs. Spielmann left for the United States. 


Applies for immigration visa. 

When, however, Mr. Spielmann applied for an immigration visa immediately 
after his wife left Ecuador, the consul pointed out to him that, according to new 
regulations, he would have to wait indefinitely, there being no early prospect of 
an opening under the German quota. Mr. Spielmann formally registered for 
immigration at the American consulate in Quito on March 8, 1950. 


Guarantors 


Mr. Bruno Sonnenberg, brother of Mrs. Spielmann’s mother whose financial 
situation is excellent, is prepared to give affidavit in favor of Mr. Spielmann. 
Mr. Henry H. Sonnenberg, chairman of the board of the Hunter Douglas Corp., 
is willing to guarantee all liabilities assumed by Mr. Bruno Sonnenberg. Mr. 
Henry H. Sonnenberg has an annual income in excess of $100,000. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (H. R. 1840) should be enacted. 


O 
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JINDRICH (HENRI) NOSEK AND MRS. ZDENKA NOSEK 


JUNE 20 (legislative day, MAY 17), 1951.—Ordered to be printed 


Mr. Mc@arran, from the Committee on the Judiciary, submitted 


the following 


REPORT 


[To accompany H. R. 2310] 
uw 


= The Committee on the Judiciary, to which was referred the bill 

. R. 2310) for the relief of Jindrich (Henri) Nosek and Mrs. Zdenka 

Nosek, havang considered the same, reports favorably thereon without 
amendment; and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Jindrich (Henri) Nosek and his wife, Mrs. 
Zdenka Nosek. The bill provides for appropriate quota deductions 
and for the payment of the required visa fees and head taxes. 


STATEMENT OF FACTS 


The beneficiaries of the bill are 55- and 48-year-old natives and 
citizens of Czechoslovakia respectively. They last entered the 
United States as visitors on May 20, 1949, at which time they were in 
possession of Czechoslovakian diplomatic passports issued in London 
by the Minister of Foreign Affairs. Mr. Nosek is a doctor of yuris- 
prudence and was in the diplomatic service of the Czechoslovakian 
Republic from 1920 to 1948. He was formerly the Czechoslovakian 
Ambassador to France but resigned in 1948 in protest against the 
Communist seizure of power in Czechoslovakia. 

A letter dated October 26, 1950 to the chairman of the Committee 
on the Judiciary of the House of Representatives from the Deputy 
Attorney General with reference to H. R. 8745; which was a bill 
introduced in the Eighty-first Congress for the relief of the same 
aliens, reads as follows: 
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Ocroser 26, 1950. 
Hon. EMANUEL CELLER, 


Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


My Dear Mr. CuatrMan: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 8745) for the relief of Jindrich 
(Henri) Nosek and Mrs. Zdenka Nosek, aliens. 

The bill would provide that Jindrich (Henri) Nosek and his wife, Mrs. Zdenka 
Nosek, shall be considered to have been lawfully admitted to the United States 
for permanent residence, and would direct the Secretary of State to instruct the 
quota-control officer to deduct two numbers from the first available immigration 
quota for Czechoslovakia. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the aliens are husband and wife born on March 21, 1896, in Novy- 
Bydzov, Czechoslovakia, and on August 1, 1902, in Ceske, Czechoslovakia, 
respectively. They last entered the United States at the port of New York, on 
May 20, 1949, and were admitted under section 3 (2) of the Immigration Act of 
1924, until November 19, 1949. At the time of arrival, they were in possession of 
Czechoslovakian diplomatic passports issued in London by the Minister of Foreign 
Affairs and valid to October 10, 1951. Their subsequent applications for extension 
of temporary stay were denied for the reason that they were not in possession of 
travel documents valid for their return to Czechoslovakia or for entry into some 
other foreign country, and they were advised to make arrangements for departure 
from the United States on or before February 28, 1950. On March 8, 1950, 
warrants for arrest in deportation proceedings were issued on the ground that the 
aliens were in the United States in violation of the Immigration Act of 1924, in 
that after admission as visitors they had remained in this country longer than 
permitted. At the conclusion of their hearing under the warrants of arrest on 
May 1, 1950, the presiding officer recommended voluntary departure. However 
no action has been taken on the recommendation, 

Mr. Nosek testified that from 1925 until 1940 he held various official positions 
in the Office of the Foreign Service of Czechoslovakia, and that in 1940 he went 
to London with the Provisional Government of Czechoslovakia in exile and re- 
mained there until 1944 when he was appointed Czechoslovakian Ambassador to 
the French Government in Paris. It appears that the alien resigned his position 
in Parisin March 1948, when the Communists took control of the Czechoslovakian 
Government. He stated that he remained in Paris until his departure for the 
United States in May 1949. The record also-indicates that the alien is presently 
employed by the National Committee for Free Europe at the Library of Congress 
in Washington, D. C., for which he receives a salary of $300 a month. 

The quota for Czechoslovakia to which Mr. and Mrs. Nosek are chargeable is 
oversubscribed and immigration visas are not readily obtainable. The record 
fails to present any facts which would justify granting them a preference over 
other nationals of Czechoslovakia who remain abroad awaiting their turn for the 
issuance of immigration visas. 

Accordingly, the Department of Justice is unable to recommend enactment of 
the measure. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 


Additional information is contained in the following letter dated 
July 6, 1950, to the chairman of the Committee on the Judiciary of the 
House of Representatives from the Chief of the Visa Division of the 
Department of State: 

DEPARTMENT OF STATE, 
Washington, July 6, 1950. 
Hon. EMANUEL CELLER, 
House of Representatives. 

My Dear Mr. CELLER: Reference is made to your letter of June 16, 1950, and 
its enclosure, wherein you requested the views of this Department concerning 
the enactment of H. R. 8745, a bill for the relief of Jindrich (Henri) Nosek and 


Mrs. Zdenka Nosek, and to the Department’s interim acknowledgment of June 20, 
1950. 
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According to information presently available to the Department, Mr. Nosek 
received a degree of doctor of jurisprudence at the Charles University in Prague, 
and was in the diplomatic service of the Czechoslovak Republic from 1920 to 1948. 
During the war (1940-44) he was chief of the political and administrative section 
of the Ministry of Foreign Affairs in the Czechoslovak Government in exile in 
London, and during that time worked very closely with Jan Masaryk, the Minister 
of Foreign Affairs. In October 1944 he was made the Czechoslovak Minister, 
and in 1945 Ambassador, at Paris, where he resigned in March 1948 in protest 
against the Communist seizure of power in Czechoslovakia. Subsequently he 
has been engaged in anti-Communist activities in cooperation with other promi- 
nent democratic political refugees. In this connection he entered the United 
States on May 20, 1949. It is understood that at the present time he is working 
on projects in which the National Committee for Free Europe, Inc., is interested. 

In the circumstances and in the light of the foregoing information, the De- 

tment would interpose no objection to the enactment of the proposed legis- 
ation. 


Sincerely yours, 
H. J. L’HEvREvx, 
Chief of Visa Division 
(For the Secretary of State). 

Congressman Howard Smith, the author of the bill, appeared before 
a subcommittee of the Committee on the Judiciary of the House of 
Representatives and submitted several letters from prominent 
American and French officials highly recommending the beneficiaries 
of the bill. 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (H. R. 2310) should be enacted. 
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McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 2853] 


—The Committee on the Judiciary, to which was referred the bill 
(Ff. R. 2853) for the relief of Shizue Sakurada, having considered the 
same, reports favorably thereon without amendment and recommends 
that the billdo pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to permit Mrs. Shizue Sakurada, a native- 
born citizen of the United States, to regain her American citizenship 
which was lost because of voting in a Japanese election in 1946. 


STATEMENT OF FACTS 


The beneficiary of the bill was born in Hawaii on January 4, 1921. 
In 1939 she went to Japan for a visit and due to the illness of her 
grandmother her visit was extended longer than originally contem- 
plated. When World War II started she was unable to return to the 
United States. She voted in an election in Japan in 1946 and has 
been held to have lost her United States citizenship under the provi- 
sions of section 401 (e) of the Nationality Act of 1940. Her mother 
died in Honolulu in 1950 and her father, who is 67 years old, presently 
resides in Honolulu. 

Delegate Joseph R. Farrington, the author of the bill, appeared 
before a subcommittee of the Committee on the Judiciary of the 
House of Representatives and submitted the following statement: 

I introduced in this Congress H. R. 2853, a bill for the relief of Mrs. Shizue 


Sakurada. Mrs. Sakurada lost her American citizenship by voting in a Japanese 
election. 
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Mrs. Shizue Sakurada’s present address is care of D. Oka, 465-5 Kairo Shio- 
hama, Itsukaichi-Machi, Saiki-Gun, Hiroshima, Japan. According to the Depart- 
ment of State she lost her United States citizenship by voting in a Japanese 

olitical election held on April 10, 1946, at Furne, Furuta-Machi, Hiroshema-shi, 
apan. She desires to have her citizenship restored and to return to her home 
in Hawaii. 

Mrs. Sakurada, who is of Japanese ancestry, was born in Hawaii on January 4, 
1921. She went to Hiroshima, Japan, in September 1939, at the age of 18 years, 
immediately following her graduation from the Farrington High School in on 
lulu. The purpose of her trip to Japan was for a visit, but due to the illness of her 
grandmother following her arrival, who had no one to look after her, she devoted 
herself toward caring for her until she passed away in August 1941. After her 
2 death arrangements were made with her father to return to 
iawaii, but it was too late. With the outbreak of World War II in December 
1941, there was no possible means of transportation. All passenger ship service 
was stopped. 

In January 1943, Mrs. Sakurada was married and gave birth to a baby daughter 
in November 1944. Her husband passed away from illness in October 1946. 
She has been trying to return to this country since the cessation of World War II. 

Mrs. Sakurada’s father, who is 67 years of age, resides in Honolulu and runs a 
* service station at 1382 North King Street. Her mother passed away in Honolulu 

in January 1950. 

Mrs. Sakurada has tried through the American consulate at Kobe, Japan, to be 
granted repatriation to the United States, but this has been refused because she 
participated in one election. She states that if she had known her patricipation 
in the election would have affected her citizenship she would not have done so. 
She voted in the first election when women’s suffrage became effective in Japan 
because every woman was told to go to the voting booth. 

In spite of the fact the State Department contends Mrs. Sakurada made no 
claim that she voted under duress, in a letter addressed to me dated January 9, 
1951, Mrs. Sakurada states: “But I would like you to understand that 1 was 
forced to vote in order to have my ration regularly to avoid the starvation with 
my only child.” In other words, when the women in Japan were ordered to go to 
the polls and vote it was more or less of a command, with the apparent implication 
underneath that they would suffer if they did not vote, such as having the ration 
taken from them and especially their children. 

I have filed with the committee a letter from the Department of State stating 
that “the Department has held that she lost citizenship of the United States under 
the provisions of section 401 (e) of chapter IV of the Nationality Act of 1940. A 
certificate of the loss of the nationality of the United States has been approved in 
her case, and transmitted to the Department of Justice.” 

Mrs. Sakurada’s child has no claim to ee in this country because her 
mother was married to an alien and left the United States before she was 18 years 
of age. I understand that special legislation will be required to allow Mrs. 
Sakurada’s daughter entry to the United States if Mrs. Sakurada’s citizenship 
is restored to her. 


Delegate Farrington also submitted the following letters in connec- 

tion with the case: 
SEPTEMBER 15, 1950. 
Hon. JosepH R. FARRINGTON, 
Delegate from Hawaii, 254 Old House Building, 
Washington, D. C. 

Dear Sir: I am a nisei from Hawaii, born January 4, 1921. I came to Hiro- 
shima, Japan, in September 1939 at the age of 18, just graduated from Farrington 
High School on corner of North King Street and Houghtailing Road. 

I came to Japan for a visit but due to my grandmother’s illness and no one to 
look after her I devoted myself in taking care of her but without any result; she 
passed away in August 1941. After her death I made arrangements with my 
father to go back to Hawaii but then it was too late. The outbreak of war in 
December of that year there was no possible means of transportation. All 
passenger ship service were stopped to and from Hawaii. 1 was lost. I couldn’t 
do anything. I got married to an alien in January 1943 and gave birth to a baby 
girl in November 1944. My husband passed away in October 1946 due to illness. 
My daughter and I took back my maiden name again. 

I have an old-aged father 67 years of age in Honolulu who is running a service 
station at 1382 North King Street. He needs me badly. My only mother passed 
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away in January of this year. So my father is alone spending a very lonely life. 
There is no one to look after him in housework and other things. We've been 
apart 11 long years. 

I have called at Kobe American consul and had three appointments but each 
time with no result because I have taken part in one election. If I knew that 
taking part in any election would effect my citizenship I would not have done so. 
It was the first election since women’s suffrage became effective in Japan and every 
woman was told to go to the voting booth. My daughter has no claim to Ameri- 
can citizenship because I have been married to an alien and because I came here 
at the age of 18. 

I am making a request for your help in order to regain my citizenship and also 
for my daughter so that we both will be able to return to “good old Hawaii nei” 
and be together with my father who is waiting every day for our homecoming. 

Your kind attention will be deeply appreciated and hope to hear from you soon. 

Sincerely yours, 
SHIZUE SAKURADA. 


OcToBER 30, 1950. 
Hon. Josern R. FARRINGTON, 


Delegate of Hawaii, House of Representatives. 


My Dear Mr. Farrincron: I have for reply Mrs. Turner’s letter of October 
17, 1950, with enclosures, relative to the desire of Mrs. Shizue Sakurada to return 
to Hawaii from Japan accompanied by her young daughter. 

Since Mrs. Sakurada voted in a Japanese political election held on April 10, 
1946, at Furne, Furuta-Machi, Hiroshema-shi, Japan, and since no evidence has 
been submitted to the Department to indicate that she voted under circumstances 
amounting to duress, the Department has held that she lost citizenship of the 
United States under the provisions of section 401 (e) of chapter IV of the Na- 
tionality Act of 1940. A certificate of the loss of the nationality of the United 
pions has been approved in her case, and transmitted to the Department of 

ustice. 

The last paragraph of the letter of October 6, 1950, which Mr. Mackey addressed 
to you has been noted, but it may be pointed out that Mrs. Sakurada made no 
claim that she voted under duress. On the contrary, she stated that had she 
known that voting would result in her loss of citizenship she would not have voted. 
Accordingly, she cannot be documented as an American citizen for travel to the 
United States, as she has the status of an alien. 

Section 303 of the Nationality Act of 1940 provides that the right to become 
naturalized as a citizen shall extend to certain defined classes. Persons of the 
Japanese race have been held not to be eligible to citizenship under this provision 
of the law. 

Section 13 (c) of the Immigration Act of 1924 as amended provides that aliens 
who are ineligible for citizenship may not be admitted into the United States 
unless they come within certain exempted categories. Briefly these relate to 
nonquota aliens who have been previously lawfully admitted into the United 
States for permanent residence and are returning to the United States after a 
temporary absence abroad; nonquota ministers of religion and professors of edu- 
cational institutions and their wives and unmarried children under 18 years of 
age; nonquota students who are coming to the United States to pursue a course 
of study, and persons who are not immigrants as defined in section 3 of the act of 
1924. 

The available information indicates that Mrs. Sakurada and her daughter are 
not classifiable under any of the exempted categories mentioned above. Conse- 
quently there is no way in which they may be provided with appropriate visas for 
entry.into Hawaii unless the legislation now pending in the Congress to remove 
the barriers for the admission into the United States for permanent residence of 
members of the Japanese and other Asian races is enacted into law, or unless special 
legislation is enacted in her behalf. 

Sincerely yours, 
H. J. L’HeEvREevx 
Chief, Visa Division 


The committee, after consideration of all the facts in the case. is of 
the opinion that the bill (H. R. 2853) should be enacted. 


O 
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DOROTHY FUMIE MAEDA 


JUNE 20 (legislative day, MAy 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 2854] 


> he Committee on the Judiciary, to which was referred the bill 
A. R. 2854) for the relief of Dorothy Fumie Maeda, having con- 
sidered the,$ame, reports favorably thereon without amendment and 
recommend# that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to permit Dorothy Fumie Maeda, a 
native-born citizen of the United States, to regain her American citizen- 
ship which was lost because of voting in political elections in Japan. 


STATEMENT OF FACTS 


The beneficiary of the bill was born in Honolulu on May 10, 1925 
where she resided until April 1, 1940 when she went to Japan with her 
mother for a visit. She voted in political elections in Japan in 1947 
and has been held to have lost her United States citizenship under the 
provisions of section 401 (e) of the Nationality Act of 1940. 

Delegate Joseph R. Farrington, the author of the bill, appeared 
before a subcommittee of the Committee on the Judiciary of the 
House of Representatives and submitted the following statement in 
support of the bill. 


STATEMENT ON H. R. 2854, A BILu ror THE RELIEF OF Dorotuy Fumie MAepA 


I introduced in this Congress H. R. 2854 to restore the citizenship of Dorothy 
Fumie Maeda, who lost it by voting in a Japanese election. 

The present address of Miss Dorothy Fumie Maeda is care of Mr. Ryukichi 
Date, 7-25 Ohte Machi, Hiroshima Shi, Japan. 
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Miss Maeda was born at Honolulu, T. H., on May 10, 1925, and lived there 
until April 1, 1940, at which time she was taken on a visit to Japan by her mother, 
who went to seek financial aid from her father, her husband, Hyoichi Maeda, 
having passed away suddenly on September 4, 1939, leaving five children and 
no means of support. They departed from this country on the Steamship Tatsuta 
Maru on April 1, 1940. 

While in Japan she attained her majority and, “according to the law in Hiro- 
shima, she was forced to vote in the elections.’”’ She did not at that time realize 
that she would forfeit her American citizenship by doing this. 

Miss Maeda applied at the American consular office at Kobe, Japan, for repatri- 
ation to the United States as a citizen, but this was refused to her because by her 
own admission she voted in the Japanese national, prefectural, and village elections 
which were held on April 5, 20, 25, and 30, 1947. his decision has been concurred 
in by the Department of State, concluding that no evidence has been adduced 
by Miss Maeda to indicate that any coercion or duress was exercised locally to 
force her to vote in the elections. However, in a letter addressed to me dated 
January 29, 1951, Miss Maeda writes: ‘‘In April 1947, I was told that the Japanese 
Government made a proclamation that all those who don’t vote don’t receive 
their ration on foods; so, I was forced to do so; but, being a native Hawaiian, my 
one and only wish is to return to Hawaii and once more live and work for the 
democratic form of government.” I am filing this letter with the committee. 

The State Department in a letter dated January 10, 1951, which has been 
filed with the committee, states that “a certificate of the loss of the nationality 
of the United States under the provisions of section 401 (e) of the Nationality 
Act of 1940, * * * was prepared in her case at the American consular office 
at Kobe, Japan, on October 12, 1948, and was approved in the Department on 
January 24, 1949. In view thereof, Miss Maeda was not deemed eligible to 
receive a passport of this Government.” 

This is another case where the women in Japan were instructed to go to the 
polls and vote in more or less of a command with the implication they would be 
made to suffer if they did not do as they were told. 

Miss Maeda states she was unaware that by voting she would lose nationality 
in the United States. 

She has a sister, Miss Elizabeth Emiko Maeda, 2722 Liliha Street, Honolulu, 
T. H., who is working to expedite her return to this country. 


Delegate Farrington also submitted the following correspondence 
in connection with the case: 

JANUARY 29, 1951. 
Hon. Josern R. FARRINGTON, 
Delegate to Congress, House of Represeniatives, Washington, D. C. 

Dear Mr. Farrinetron: Yours of the 17th instant was greatly appreciated 
and would like to thank you kindly for your tireless effort in helping us Niseis 
who are stranded in foreign countries to get back to their native land. 

I am therefore submitting the following data as per your request: 

I was born in May 10, 1925, at 1557 Chun Hoon Lane, Honolulu, T. H. I 
attended Kauluwela and Central Intermediate Schools up to my fifteenth year, 
when my father, Hyoichi Maeda, suddenly died on September 4, 1939, leaving 
my mother and five children. Being unable to secure jobs or other means of 
support, she decided to go to Japan and seek financial aid from her father; so, 
we left Hawaii on April 1, 1940, on steamship Tatsuta Maru. 

In April 1947 I was told that the Japanese Government made a proclamation 
that all those who don’t vote don’t receive their ration on foods; so, I was forced 
to do so; but, being a native Hawaiian, my one and only wish is to return to 
Hawaii and once more live and work for the democratic form of government. 

I shall be forever indebted to you if this could only be possible in the near future. 

Thanking you again for your kind and tireless consideration, I remain 

Respectfully yours, 
DorotHy Fumie Maepa, 
Care of Mr. Ryukichi Date, 7-25 Ohte Machi, Hiroshima Shi, Japan. 
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JANUARY 10, 1951. 
1 on. Joserr R. FARRINGTON, 


Delegate From Hawaii, House of Representatives. 


My Dear Mr. Farrinctron: Further reference is made to your letter of Derem- 
ber 16, 1950, concerning the case of Miss Dorothy Fumie Maeda (Fumie Maeda). 

It appears from the Department’s file in the case of Miss Maeda that she was 
born at Honolulu, T. H., on May 10, 1925, of parents who were born in Japan; 
that she has resided in Japan from April 1940 until the present time; and that by 
her own admission she voted in the Japanese national, prefectural and village 
elections which were held on April 5, 20, 25, and 30, of 1947. Accordingly, a 
certificate of the loss of the nationality of the United States under the provisions 
of section 401 (e) of the Nationality Act of 1940, as set forth in the enclosed excerpt, 
was prepared in her case at the American consular office at Kobe, Japan, on 
October 12, 1948, and was approved in the Department on January 24, 1949. In 
view thereof, Miss Maeda was not deemed eligible to receive a passport of this 
Government. 

The Department recently received a communication of December 4, 1950, 
from its representative at Kobe transmitting the sworn statement of Miss Maeda 
dated November 27, 1950, regarding the circumstances of her voting in Japan and 
conveying her request that her case be submitted to the Board of Review of this 
Division for reconsideration. Her request was granted. However, after a careful 
review of the entire case, the Board of Review has concluded that no evidence has 
been adduced by Miss Maeda to indicate that any coercion or duress was exercised 
locally as a result of which she voted in the elections referred to above and that 
by her action in voting in Japan Miss Maeda lost the nationality of the United 
States through the operation of section 401 (e) of the Nationality Act of 1940. 
It may be added that even though as alleged Miss Maeda was unaware that by 
voting she would lose nationality of the United States, the lack of such knowledge 
on her part has no legal bearing on the case. 

It is regretted that it has not been possible for the Department to alter its 
decision in the case of Miss Maeda, since it appears that she sincerely desires to 
return to the United States. However, in the circumstances the Department’s 
representative at Kobe is being informed that the decision previously rendered in 
the case of Miss Maeda is affirmed and that she may not be granted documenta- 
tion as an American citizen. 

Sincerely yours, 
R. B. SHreiey, 
Chief, Passport Division. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (H. R. 2854) should be enacted. 


O 
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ROSINA MOURADIAN 


JUNE 20 (legislative day, MAy 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 3063] 


=The Committee on the Judiciary, to which was referred the bill 
(f. R. 3063) for the relief of Rosina Mouradian, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 

; 


PURPOSE OF THE BILL 


The purpose of the bill is to waive the excluding provision of exist- 
ing law relating to the commission of a crime involving moral turpitude 
in behalf of Rosina Mouradian, who is the wife of a United States 
citizen and veteran of World War II. 


STATEMENT OF FACTS 


The beneficiary of the bill is a native and citizen of Austria who 
is married to Murat Mouradian, a native-born citizen of the United 
States and an honorably discharged veteran of World War II. They 
have one minor child. She was convicted of theft in Austria and 
because of such conviction she has been unable to obtain a visa for 
admission into the United States. 

Congressman Louis EK. Graham, the author of the bill, appeared 
before a subcommittee of the Committee on the Judiciary of the 
House of Representatives and submitted the following information 
in connection with the bill: 
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AFFIDAVIT 
Unirep States or AMERICA, 
STATE OF PENNSYLVANIA, 
County of Beaver, Borough of Ambridge, ss: 

Before me, a notary public in and for the aforesaid county and State, personally 
pe ig rte Mr. Murat Mouradian, resident of 939 Hazel Avenue, in the Borough 

Ambridge, Beaver County, Pa., in the United States of America, who after 
cian duly sworn, according to law, said and deposed: 

I, the undersigned deponent, hereby duly under oath state and depose, that, I 
was born on the 9th day of April 1928 in the Borough of Ambridge, county of 
Beaver, State of Pennsylvania, in the United States of America, and that Mrs. 
Rosina Mouradian, nee Riegler, presently residing at Zieglergasse 1/23 Vienna, 
7 Bez., Austria, is my lawful wife, and that, she is the mother of my child Lucy 
Paula Josephine Mouradian, and I am willing, able, and ready to receive, main- 
tain, support, and be legally and morally responsible for her, as I am presently 
maintaining and supporting her, by regular monthly money remittances to her, 
amounting to $75 ormore. And I hereby duly guarantee that she shall not become 
a public charge on the United States of America, or on any State, 
municipality of the United States of America. 

“IT am employed by the National Electric Products Corp., of Ambridge, Pa., 
and my monthly earnings range from $300 to $375 per month and I also receive 
subsistence allowance from the Government of the United States of America, 
amounting to $43 per month under the GI bill of rights, as a trainee in an autuo- 
mobile mechanics school, which I attend evenings. I am also the owner of an 
automobile, a 1947 Buick Roadmaster, and my parents are the owners of their 
own home valued at approximately $5,000. 

‘IT enlisted in the Army of the United States on June 13, 1946, and have received 
my basic training at Aberdeen, Md. Then I spent 10 weeks in the automotive- 
parts school. I arrived in Leghorn, Italy, on January 28, 1947, from where I was 
sent to Tarcento, Italy, where | was for approximately 6 months as automotive 
parts clerk. Then I was transferred to the Trieste Garrison, in the Trieste Free 
Territory where I served for a year as an infantryman. From here I was trans- 
ferred to Marburg, Germany, where I was for several weeks, and then I was 
transferred to Hershing, Austria, for another period of basic training. 

“Then I was transferred to Vienna, Austria, where I was assigned to Company A, 
Seven Hundred and Ninety-sixth Military Police Battalion. In Vienna, Austria, 
1 remained for a period of 18 months, where I have extended my enlistment to a 
period of 4 years. I have returned to the United States in January 1950 and I was 


honorably discharged on January 29, 1950, at Fort Dix, N. J. In Vienna, Austria, 
I met my wife and married her.” 


And further the deponent said not. 
[SEAL] 


county or 


Murat MourapIAn. 
Sworn and subscribed to before me this 16th day of February A. D. 1951. 


[SEAL] Tuomas R. Super, Notary Public. 
My commission expires March 7, 1953, 


DEPARTMENT OF STATE, 


Washington, January 8, 1981. 
Mr. Giapip Mourapian, 


939 Hazel Avenue, Ambridge, Pa. 


Sir: I have your recent undated letter addressed to the President regarding 
your desire to assist your brother in bringing his wife, Mrs. Rosina Mouradian, 
to this country from Austria. 

The records of the Department indicate that the American Legation at Vienna 
withheld an immigration visa in Mrs. Mouradian’s case upon the basis that she 
is inadmissible into the United States as a person who has been convicted of an 
offense involving moral turpitude, namely theft. 

Section 3 of the act of February 5, 1917, as amended, renders excludable from 
the United States persons who have been convicted of or admit having committed 
a felony or other crime involving moral turpitude. Stealing, usually referred to 
as petty larceny or theft, has been held to constitute an offense involving moral 
turpitude within the meaning of this provision of law. In view of this fact, and 
as section 2 (f) of the Immigration Act of 1924, as amended, provides that no 
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immigration visa shall be issued to an alien who is inadmissible into the United 
States, the consular officer had no choice under the law other than to refuse an 
immigration visa in her case. 

Very truly yours, 


H. J. L’;HeEvrevx, Chief, Visa Division. 


THE ForREIGN SERVICE OF TH! 
UNITED STATES OF AMERICA, 
AMERICAN LEGATION (CONSULAR SECTION 


Vienna, Austria, Se pte mber 5. 1950. 
Mr. Murat Movwrapian, 


939 Haze Avenue, Ambridge, Pa. 

Str: I have received your letter of August 8, 1950, concerning the immigration 
to the United States of your wife, Mrs. Rosina Mouradian. 

Official confirmation of your wife’s conviction by a competent Austrian court 
for the crime of theft has now been received by this office. As I explained to you 
before your departure, the crime of theft has been determined to involve moral 
turpitude within the meaning of the applicable immigration law and conviction 
or admission of this crime renders the alien concerned inadmissible into the United 
States. Now that official confirmation of vour wife’s conviction has been received, 
the legation may take no action other than the refusal of her visa application. 

I should like you to know that I have discussed the matter in person with your 
wife and have informed her concerning the effeets of an amnesty or pardon of 
the crime in question. This latter point, you will remember, we discussed at 
some length before your departure from Austria. 

The petition which you mentioned in your letter has not yet been received here. 
Approval of the same would not, however, affect your wife’s inadmissibility as 
discussed above. Should you wish to effect entry into the United States of your 
infant child, it is suggested that your wife contact the consulate here with a view 
toward applying for a United States passport for your child. 

I regret that more favorable information cannot be given you in this matter. 

Very truly yours, 
Joun 8S. CHAPIN, 
American \ 1cé Consul. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (H. R. 3063) should be enacted. 


O 
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PEERLESS CASUALTY CO. AND CHARLES E. NELSON AND 
IRWIN I. MAIN 


JUNE: 20 (legislative day, MAy 17), 1951.—Ordered to be printed 


. McCarran, from the Committee on the Judiciary, submitted the 
the following 


REPORT 


[To accompany H. R. 3217] 


The Conte on the Judiciary, to which was referred the bill 
(H. R. 3217)*for the relief of Peerless Casualty Co., and Charles E 
Nelson, ia Irwin I. Main, having considered the same, reports 
favorably thereon without amendment and recommends that the bill 
do pass. 


PURPOSE 


The purpose of the proposed legislation is to pay to Peerless Casualty 
Co. $2,500, and to Charles E. Nelson and Irwin I. Main, jointly, the 
sum of $2,500, in full settlement of all claims of said company and 
said Nelson and Main for refund of the amounts which they posted as 
cash bail bonds in the case of the United States of America against 
John O. Staples, and which were forfeited by the United States 
District Court for the District of Maryland on April 30, 1948, which 
court ordered the refund of such amounts to claimants, but refund 
could not be made because such amounts had been covered into the 
Treasury. 

STATEMENT 


Claimants here are professional bondsmen who, in the course of 
their business, effected the release of a Federal prisoner, one John O. 
Staples, under the usual conditions provided in bail bonds—that the 
person of the defendant would be produced in court on a day certain 
upon order of the court. The defendant Staples failed to appear and 
the bondsmen were unable to produce him when so ordered and the 
court thereupon ordered the bond forfeited, which was accordingly 
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done, a capias being issued for the defendant. Thus, the defendant 
became a fugitive from justice and the bondsmen (claimants herein) 
set out to locate, apprehend, and return Staples to the jurisdiction of 
the court from which he fled. Thereafter, the amount of the forfeited 
bond was covered into the Treasury. 

After the lapse of almost 2 years during which time claimants 
expended a considerable sum of money in searching for him, the 
defendant was apprehended and returned to the jurisdiction of the 
court by the claimants. 

After the defendant’s sentence on his plea of guilty, claimants 
petitioned the court to set aside the forfeiture of the bond and to 
empower and direct the Treasurer of the United States to refund to 
them the sum of $5,000, the full amount of the bond. The court 
thereupon ordered the forfeiture set aside and authorized the Treasurer 
of the United States to remit to petitioners the sum of $5,000, but the 
funds had passed from the jurisdiction of the court. 

The committee feels that much weight should be given to the fact 
that the court set aside the forfeiture of the bond, and that if the funds 
had not been transmitted to the Treasury refund would have been 
effected by the clerk of the court in accordance with the order of the 
court. 

As in other cases of this nature, the Department of Justice, in its 
report, makes no recommendation with regard to enactment of this bill. 

The report of the Department of Justice, a copy of claimant’s 
petition to the court for refund, and a copy of the order of the court 
appear in House Report No. 358 and need not be reprinted in this 
report, but are incorporated herein by reference. 

In view of the foregoing, the committee recommends that this bill 
be given favorable consideration. 


() 
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CONSENTING TO AN INTERSTATE COMPACT TO 
CONSERVE OIL AND GAS 


JUNE 20 (legislative day, May 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany 8. J. Res. 42] 


? 


Bre Committee on the Judiciary, to which was referred the resolu- 
Dtion (S. J. .' 42), consenting to an interstate compact to conserve 


oil and gas, 


ving considered the same, reports favorably thereon, 
without ame 


ment, and recommends that the bill do pass. 
STATEMENT 


The purpose of the proposed legislation is to express the consent of 
the Congress to the extension and renewal for a period of 4 years of 
the interstate compact to conserve oil and gas, which was entered into 
originally in 1935 by the States of Oklahoma, Texas, New Mexico, 
Illinois, Colorado, and Kansas, and the Congress gave consent to 
such compact by House Joint Resolution 407, approved August 27, 
1935 (Public Resolution No. 64, 74th Cong.). Since that time the 
compact has been renewed and extended five times with the consent 
of the Congress and, unless again renewed, will expire on September 1, 
1951. 

When the compact was originally consented to by the Congress in 
1935, it was hoped that the several oil-producing States, acting together 
under the compact, would be able to effect conservation of this im- 
portant natural resource, prevent its waste, and give aid to the pe- 
troleum industry in its effort to achieve a relatively stable situation. 
During the 16 years that this compact has been in force, that hope 
has been fulfilled in substantial and ever-increasing degree. 

A compact such as the one under consideration is in complete har- 
mony with the spirit of our form of government. It preserves the 
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rights of each separate State while enabling the several States, as 
parties to the compact, to work together on a sound program which 
all of them accept and endorse. The compact involves no use of 
polic e power, except as each participating State may choose to exer- 
cise police power within its own jurisdiction in furtherance of the 
general purpose to promote the maximum ultimate recovery from the 
petroleum reserves of said State. The compact imposes no prohibi- 
tions which the participating States do not voluntarily accept. The 
compact does enable the signatory States to achieve the general pur- 
pose of conservation by means of cooperative and coordinated action, 
beyond the capacity of independent action. 

This compact expressly states that nothing in it authorizes the 
signatory States to limit the production of oil or gas for the purpose 
of stabilizing or fixing the price thereof, to create or perpetuate monop- 
oly, or to promote regimentation. The Department of Justice makes 


no objection to the enactment of this resolution, and has expressed 
the view that— 


The compact has been considered generally as a necessary arrangement among 
oil-producing States to conserve the Nation’s crude oil reserve. 


The Department of the Interior recommends the enactment of this 
resolution, in view of the demonstrated effectiveness of the compact 
to achieve the objectives for which it was designed. 

The agreement to extend and renew this compact for a period of 
4 years from September 1, 1951, to September 1, 1955, has been duly 
executed by the representatives of Alabama, Arkansas, Colorado, 
Florida, Indiana, Kentucky, Louisiana, Michigan, Mississippi, 


Montana, New Mexico, New York, Ohio, Oklahoma, Pennsylvania, 
Tennessee, Texas, and West Virginia. 

In view of the circumstance related above, and the obvious justifi- 
cation for extending the interstate compact to conserve oil and gas 
for a further period of 4 years, the committee recommends favorable 
consideration of this joint resolution (S. J. Res. 42). 


O 
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NICHOLAS GEORGE STRANGAS 
JUNE 20 (legislative day, MAY 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
’ J? 
the following 


REPORT 


[To accompany S. 236] 


Ver) 


— The Committee on the Judiciary, to which was referred the bill 
= 


. 236) for the relief of Nicholas George Strangas, having considered 
the same, reports favorably thereon with an amendment in the nature 
ofa substitgte and recommends that the bill, as amended, do pass. 

“Mx 


AMENDMENT 


Strike all after the enacting clause and insert in licu thereof the 
following: 


That for the purposes of the immigration and naturalization laws, Nicholas 
George Strangas shall be held and considered to have been lawfully admitted to 
the United States for permanent residence as of the date of the enactment of this 
Act, upon payment of the required visa fee and head tax. Upon the granting of 
permanent residence to such alien as provided for in this Act, the Secretary of 
State shall instruct the proper quota-control officer to deduct one number from 
the appropriate quota for the first year that such quota is available. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of per- 
manent residence in the United States to Nicholas George Strangas. 
The bill provides for an appropriate quota deduction and for the 
payment of the required visa fee and head tas. 


STATEMENT OF FACTS 
The beneficiary of the bill is a 37-year-old native and citizen of 


Greece who last arrived in the United States as a visitor on September 
19, 1946, to pursue postgraduate studies. He attended Harvard 
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University for 1 year and Northeastern University in Boston, Mass., 
for 2 years. He resides with and is supported by a brother in Boston, 
Mass., who is a citizen of the United States. 

A letter dated May 5, 1950, to the chairman of the Senate Com- 
mittee on the Judiciary from the Assistant to the Attorney General 
with reference to S. 2839, which was a bill introduced in the Eighty- 
first Congress for the relief of the same alien, reads as follows: 


May 5, 1950. 
Hon. Pat McCarran, 


Chairman, Commiitee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 2839) authorizing the naturalization 
of Nicholas George Strangas. 

The proposed legislation would provide that, notwithstanding any other pro- 
vision of law, at any time within 1 year after the date of its enactment Nicholas 
George Strangas may be naturalized as a citizen of the United States by taking 
the naturalization oath of allegiance before any court having jurisdiction of the 
naturalization of aliens. 

The files of the Immigration and Naturalization Service of this Department dis- 
close that the alien named above is a native and citizen of Greece, having been 
born in Megalopolis, Arcardia, Greece, on August 28, 1913. Coming from that 
country, he arrived at the port of Chicago, Ill., via airplane, on September 19, 
1946, when he was temporarily admitted under section 3 (2) of the Immigration 
Act of 1924 for a period of 6 months, to pursue postgraduate studies. He re- 
ceived four extensions of his temporary admission, but a fifth application for an 
extension was denied, whereupon he was advised that he should depart from the 
United States not later than April 2, 1950. Proceedings to enforce his departure, 
however, were ordered deferred pending congressional action on the instant bill. 

The files further reflect that Mr. Strangas, who had received a master of arts 
degree from Athens University in Greece before coming to the United States, has 
attended school in this country for 3 years since his admission, 1 year at Harvard 
University, Cambridge, Mass., and 2 years at Northeastern University, Boston, 
Mass. He completed his postgraduate course in September of 1949. Mr. 
Strangas entered the United States allegedly as a student only, and was not granted 
permanent residence by such admission, though he was granted four extensions 
of his stay to permit him to pursue to a conclusion his original stated purpose 
for entering this country, that of taking postgraduate work. Instead of departing 
voluntarily at the expiration of that time, he has taken steps which are incon- 
sistent with his declared intention. His application for adjustment of his status 
under section 4 of the Displaced Persons Act of 1948, after a hearing thereunder, 
was denied by the Immigration and Naturalization Service on November 8, 
1949, on the ground that he is not a displaced person within the meaning of section 
4 of the act. The alien stated that he is being supported by his brother, James 
Salas of Boston, Mass., and that his brother had also given him an outright 
gift of $10,000 in stocks, from which he receives dividends of approximately 
$600 a year. 

The quota for Greece, to which the alien is chargeable, is oversubscribed for 
many years and an immigration visa is not readily obtainable. Under existing 
law he would not be eligible to proceed toward naturalization until he has been 
admitted to the United States for permanent residence. The record in his case 
does not present any facts which would warrant granting him exemption from the 
general immigration and naturalization laws. The enactment of the proposed 
legislation would encourage other aliens to circumvent the immigration laws of 
the United States and would constitute the grant of an unjustified preference 
over aliens who comply with the existing laws and procedures. 

Accordingly, the Department of Justice is unable to recommend enactment 
of this bill. 
Yours sincerely, 


Peyton Forp, 
The Assistant to the Attorney General 
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Senator Henry Cabot Lodge, Jr., the author of the bill, has submitted 
the following statement in connection with the case: 


STATEMENT REGARDING NICHOLAS GEORGE STRANGAS 
Applicant 
Nicholas George Strangas, age 36, male, single native and citizen of Greece; 
presently residing at 169 Beacon Street, Boston, Mass. 


Family history 


Applicant was born August 28, 1913 at Megalopolis, Greece, the son of George 
and Demetia Strangas, both now deceased, formerly natives and citizens of 
Greece. His married sisters, Anastasia Pmipma and Evangelia Tsoulias, natives 
and citizens of Greece, reside in Megalopolis, Greece. The applicant’s brother, 
James Salas, a naturalized citizen of the United States, resides in Boston, Mass., 
and owns one of New England’s largest restaurants, the New Adams House, 
533 Washington Street, Boston. Mass. He is a very substantial citizen of Boston 
and has achieved an outstanding reputation as a businessman and in the field of 
charitable endeavor. 


Applicant’s residence in the United States 


The applicant arrived in the United States at Chicago, Ill., on September 19, 
1946 by airplane (TWA) and was admitted for a temporary period of 6 months as 
nonimmigrant, class 2 of section 3 of the Immigration Act of 1924. He has 
obtained extensions of his stay in the United States, the last one to expire June 19, 
1949. 


Since September 19, 1946, he has resided continuously with his brother in 
Boston, Mass. 


Applicant's occupation 


The applicant graduated from the University of Athens in 1934; and from 
March 1939 to September 1946 he was a professor of mathematics and astronomy 
at the gymnasiums of Megalopolis and Athens in Greece. 

Immediately following his arrival in the United States, he enrolled in October 
1946 in the Orthological Institute, Harvard University, Cambridge, Mass., where 
he studied until September 16, 1947, when he transferred to the Northeastern Uni- 
versity School of Business, Boston, Mass., where he has been taking a full course 
of studies. He is not otherwise occupied or employed in the United States and 
has never deviated from the primary purpose of his vocation as a professor. 

Because of his status as a visitor he has been unable to solicit or take proferred 
offers to teach in the United States. He has, as of June 2, 1949, been fully ap- 
proved by the Department of Education, Commonwealth of Massachusetts, for a 
teaching position, and in view of his previous teaching experience, he has been 
assured of every consideration, provided, of course, that he is eligible to take 
employment as a permanent resident. He established with definiteness his 
qualifications to teach at college, normal school or preparatory school, the follow- 
ing subjects: Advanced mathematics, astronomy, economics, and business admin- 
istration, together with classical Greek. Because of the curtailment of those 
attending colleges during the war years and the general upheaval created by war 
conditions, there exists in Massachusetts a substantial need of male teachers, 
especially those with previous experience. 


Applicant's residence in Greece 


Prior to the applicant’s admission to the United States in September 1946, he 
resided in Athens, Greece, from 1930 to 1946 and prior thereto in Megalopolis, 
Greece. 

During the period of April 20, 1934, to July 10, 1935, and from October 28, 1940, 
to July 30, 1941, he served in the Greek Army, maintaining, however, during this 
latter period his status as a professor. 

The applicant first considered migrating to the United States after the death 
of his brother, Constantine Strangas, on April 6, 1946, as the result of tortures 
and hardship suffered at the hands of the Communist rebels. The applicant’s 
mother had died during the German occupation of Greece. Left practically 
alone, he was invited to visit his brother, James Salas, a citizen of the United 
States. 
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In the early summer of 1946, he decided definitely to visit here with his brother. 
Since his arrival, because of constant study of English and American ideas and 
principles, it is his foremost desire to remain in this country with his brother 
and to take up anew his teaching profession. 


SUMMARY 


It is respectfully submitted that Nicholas George Strangas, through legislative 
action, be permitted to reside in the United States permanently. He is an out- 
standing scholar and has qualities of personality and character which indicate 
that he will reflect credit upon the United States if admitted to permanent 
residency. His educational qualifications, his knowledge of Greek and English, 
etc., make it apparent that he can be a useful citizen. His reputation for hostility 
toward the Communist cause is well known among Greek-Americans. His 
brother’s position in the business world forms a practical guaranty that under 
no circumstances will Mr. Strangas become a public charge, there is no doubt 
that Nicholas George Strangas will reflect credit upon the United States if he is 
permitted to remain in the United States as a result of legislative action. 


The bill has been amended to conform with the policy of the com- 
mittee in granting permanent residence in the United States to an 
alien as of the date of the adjustment rather than as of the date of 
last entry into the United States. 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 236), as amended, should be enacted. 


O 
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JUNE 20 (legislative day, MAy 17), 1951.—Ordered to be printed 


McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany S. 1281] 


— The Committee on the Judiciary, to which was referred the bill 
(S. 1281) for,the relief of Eric Adolf Lenze, having considered the ; same, 
reports favorably thereon with an amendment and recommends that 
the bill, as’#mended, do pass. 


AMENDMENT 


On lines 6 and 7 strike out the words “relating to loss of citizenship 
by reason of absence from the United States’’, and insert in lieu thereof 
the following: “providing for loss of citizenship through continuous 

residence in a foreign state’”’ 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to preserve for Eric Adolf 
Lenze his United States citizenship notwithstanding any period of 
residence in a foreign state. 


STATEMENT OF FACTS 


The beneficiary of the bill was born in Germany in 1904 and was 
lawfully admitted to the United States for permanent residence in 
1924. From 1927 to 1930 he was in the United States Army receiving 
his honorable discharge in Manila in 1930. Since 1934 he has been 
employed by the Benguet Consolidated Mining Co. From 1941 to 
1945 he was interned by the Japanese. After his release from intern- 
ment in 1945, he was emploved by the United States Army for approx- 
imately 10 months and then resumed his employment with the Benguet 
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Consolidated Mining Co. The Philippine Islands were granted their 
independence effective July 4, 1946, and are therefore considered a 
foreign state. By continuous residence there for 5 years from that 
date, the beneficiary of the bill will lose his citizenship on July 4, 1951. 
Without the enactment of this bill the beneficiary will be required to 
return to the United States and give up his employment with the 
mining company which would have a very serious effect on the com- 
pany’s operations. 

A letter dated May 29, 1951, to the chairman of the Senate Com- 
mittee on the Judiciary from the Deputy Attorney General with 
reference to the case reads as follows: ; 

May 29, 1951. 
Hon. Pat McCarran, 
Chairman, Commitiee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 1281) for the relief of Erie Adolf 
Lenze. 

The bill would provide that Eric Adolf Lenze shall not be held to have lost 
United States citizenship under any of the provisions of the Nationality Act of 
1940 relating to loss of citizenship by reason of absence from the United States. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Mr. Lenze was born in Walbeck, Germany, on December 1, 1904, 
and that he entered the United States in December 1924, when he was admitted 
for permanent residence. On May 18, 1931, he was issued a certificate of naturali- 
zation by the United States District Court for the Southern District of New York. 
He is presently residing in the Philippine Islands. It appears that he was advised 
by the State Department that in order to retain his United States citizenship it 
would be necessary for him to return to the United States before July 4, 1951, and 
remain in this country permanently, inasmuch as section 404 (c) of the Nationality 
Act of 1940 provides that a person who has become a national by naturalization 
shall lose his nationality by residing continuously for 5 years in any other foreign 
state, except as provided in section 406 of the act. 

According to Mr. Lucien H. Mercier, the general counsel for the Be ‘nguet 
Consolidated Mining Co. of Manila, Philippine Islands, Mr. Lenze enlisted in 
the United States Army in 1927, and was honorably discharged in Manila on 
October 8, 1930. Mr. Mercier stated that Mr. Lenze returned to the United 
States, became a naturalized citizen, and was employed by the Dollar Steamship 
Lines in San Francisco for a period of time. In November 1934, he departed 
for the Philippines and obtained employment with the Benguet Consolidated 
Mining Co. In 1941, while in the employ of that company Mr. Lenze was in- 
terned by the Japanese. After his release from internment in February 1945, 
he was employed by the United States Army in the Philippines until December 
of that year, at which time he resumed employment with the Benguet Co. It 
appears that Mr. Lenze has been employed as an overseer by that company 
until recently when he resigned, presumably in an effort to return to the United 
States with his Filipino wife and his six children before July 4, 1951. Mr. Mercier, 
who is also a member of the board of directors of the Benguet Co., appeared to 
be of the opinion that if the instant bill is enacted Mr. Lenze would remain in 
the Philippines and return to his employment with the Benguet Co. Mr. Mercier 
feels, however, that Mr. Lenze has no intention of abandoning his United States 
citizenship. According to Mr. Mercier, the Benguet Co. is engaged in gold 
mining operations at its mines near Baguio, Philippine Islands, and, since 1937, 
has also been engaged in the mining and supplying of chrome-bearing iron ore to 
United States purchasers. 

When the Philippine Islands were granted their independence on July 4, 1946, 
they became an independent, self-governing foreign state. Mr. Lenze’s residence 
in the Philippines for a 5-year period, therefore, would bring him within the 
purview of section 404 (c) of the Nationality Act of 1940. He is not eligible for 
the exemption specified in section 406 (b) of the act because the Benguet Con- 
solidated Mining Co. is not an American business organization and does not 
have its principal office or place of business in the United States, nor is he eligible 
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for any of the other exemptions specified in section 406. While it is appreciated 
that Mr. Lenze might suffer some financial hardship in returning to the United 
States with his family, the record fails, however, to present considerations which 
would justify the enactment of special legislation granting him an exemption 
denied other naturalized citizens similarly situated. Moreover, the Congress has 
been reluctant in the past to interfere with the normal functioning of the na- 
tionality laws. 

Accordingly, this Department is unable to recommend enactment of the 
measure. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 


Senator Robert A. Taft, the author of the bill, has submitted the 
following information in connection with the case: 


WasHINGTON 5, D. C., February 15, 1951. 
In re loss of citizenship, naturalized Americans employed in Philippines. 
Hon. Rosert A. Tart, 
United States Senate, Washington 25, D. C. 
(Attention: James D. Williams, Jr., Esq.) 

My Dear Sir: In connection with the recent call at your office of Judge John 
W. Haussermann, the president and general manager of the Benguet Consolidated 
Mining Co., and myself, as general counsel and member of the board of directors 
of the company, I should like to submit the following memorandum as requested 
by your Mr. Williams. 

The Benguet Consolidated Mining Co. was organized under the laws of the 
Philippines in 1903 and has the status, for all purposes, of being a Philippine 
entity. However, the Benguet Co. has over 11,000 shareholders, and about 
94 percent of them are citizens of the United States residing in all of the various 
States of the United States, with a great number of them concentrated in the 
State of Ohio. 

The Benguet Co. since 1903 has been engaged in gold mining “perations at its 
mines near Baguio, Philippines, and, prewar, employed over 10,000 Filipinos thus 
supplying a direct living for over 60,000 Filipinos. At present, the company 
employes approximately 6,500 Filipinos, and thus supplies a direct living for 
over 35,000 Filipinos. This employment is at present the backbone of the 
economy of the Baguio district of the Philippines. 

Since 1937, the Benguet Co. has also been engaged in the mining and supplying 
to United States purchasers of chrome-bearing iron ore which is used for the 
making of refractory brick for the lining of blast furnaces. It is about the best 
ore in the world for that purpose and the company has orders from United States 
purchasers aggregating over 30,000 tons per month. This ore is on the critical 
list of the United States war agencies demanding an immediate stockpiling 
thereof, and a contract is being entered into to supply the United States Govern- 
ment with a minimum of 250,000 tons over the next 24 months for such stock- 
piling purposes—this will be besides supplying the consumers of the ore in the 
United States with about 30,000 tons per month. 

Because of the situation in the Far East, it has been practially impossible for 
the Benguet Co. to employ American supervisory help in its mining operations, 
and the Filipino help procured up to this point, and this will continue for quite 
some time, is very much below the type of help necessary for the successful opera- 
tion of the company’s mines. The endeavors in the past year to employ Americans 
to go to the company’s mines has met with complete failure—men would accept 
the position and then after thinking over the far eastern situation, would decline. 

About 2 months ago we lost, by reason of a heart attack, our No. 2 man at the 
operation, and it has been impossible to replace him. We are now about to lose 
two more of our top men by reason of section 804 (c) of the Nationality Code of 
1940; and should we lose these men, we know, to begin with, that it will be im- 
possible to replace them, and the lack of filling the vacancies might well mean 
that we shall have to curtail or shut down operations. 
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In addition to the above, the following letter dated April 27, 1951, 
to the chairman of the Senate Committee on the Judiciary from the 
Assistant Secretary of State with reference to the case reads as follows: 


APRIL 27, 1951. 
The Honorable Par McCarran, 
Chairman, Committee on the Judiciary, United States Senate. 

My Dear Senator McCarran: Further reference is made to your letter of 
April 18, 1951, transmitting, for the comments of the Department of State, a 
copy of 5. 1281, for the relief of Eric Adolf Lenze. 

In connection with the case of Mr. Lenze, the Department desires to refer 
to its letter of current date concerning 8S. 1282, for the relief of Cecil Lennox 
Kiliott. Mr. Lenze is also an employee of the Benguet Consolidated Mining 
Co. and its subsidiary the Balatoc Mining Co. in the capacity of mine foreman. 
He has been employed by the company since November 1, 1934. Mr. Lenze 
was born in Germany on December 1, 1904; came to the United States in Decem- 
ber 1924; and was naturalized as an American citizen by the United States 
District Court for the Southern District of New York on May 18, 1931. Mr. 
Lenze resided in the Philippines from 1927 to 1930 as a member of the United 
States Army and from 1934 to date as an employee of the above-named company. 

In view of the special circumstances of Mr. Lenze’s ease, the Department 
perceives no objection to his being exempted from the operation of section 404 (c) 
of the Nationality Act of 1940 through enactment of a private bill. The Depart- 
ment suggests, however, that, since there is no provision in the Nationality Act 
of 1940 which specifically provides for loss of United States citizenship by reason 
of absence from the United States, the last clause of S. 1281 be changed to read 
“providing for loss of citizenship through continuous residence in a foreign state.” 

Sincerely yours, 
Jack K. McFauu, 
Assistant Secretary 
(For the Secretary of State). 


The bill has been amended in accordance with the suggestion made 


by the Assistant Secretary of State in the above-quoted letter. 
‘The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 1281), as amended, should be enacted. 


O 
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JUNE 20 (legislative day, May 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany S. 1282] 


af rin . . — . > i 
ts Committee on the Judiciary, to which was referred the bill 


1282) for the relief of Cecil Lennox Elliott, having considered the 
same, reports favorably thereon with an amendment and recommends 
that the bill, as amended, do pass. 


AMENDMENT 


On lines 6 and 7 strike the words ‘relating to loss of citizenship 
by reason of absence from the United States’, and insert in lieu thereof 
the following: “providing for loss of citizenship through continuous 
residence in a foreign state’’. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to preserve for Cecil Lennox 
Elliott his United States citizenship notwithstanding any period of 
residence in a foreign state. 


STATEMENT OF FACTS 


The beneficiary of the bill was born in Canada in 1891 and acquired 
United States citizenship through the naturalization of his father at 
Cripple Creek, Colo., in 1908. He is married to a native-born citizen 
of the United States and they have two United States citizen children. 
He has been employed by the Benguet Consolidated Mining Co. of 
Manila, Philippine Islands since 1933. Both he and his wife were 
interned by the Japanese from 1941 to 1945. The Philippine Islands 
were granted their independence effective July 4, 1946 and are there- 
fore foreign territory within the meaning of our nationality laws. 
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Unless the beneficiary of the bill returns to the United States prior to 
July 4, 1951, he will lose his United States citizenship by reason of his 
continuous residence in the Philippine Islands. 

\ letter dated May 29, 1951, to the chairman of the Senate Com- 
mittee on the Judiciary from the Deputy Attorney General with 
reference to the case reads as follows: 

May 29, 1951. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
serene of Justice relative to the bill (S. 1282) for the relief of Cecil Lennox 

lliott 

The bill would provide that Cecil Lennox Elliott shall not be held to have lost 
United States citizenship under any of the provisions of the Nationality Act of 
1940 relating to loss of citizenship by reason of absence from the United States. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Mr. Elliott was born in Quebec, Canada, in August 1891, and that 
he acquired United States citizenship through the naturalization of his father, 
Charles Edward Elliott, by the district court of Teller County, at Cripple Creek, 
Colo., on November 16, 1908. He is presently residing in the Philippine Islands, 
where he is employed in a supervisory capacity by the Benguet Consolidated 
Mining Co., of Manila, Philippine Islands. In order for Mr. Elliott to retain his 
United States citizenship, it will be necessary for him to return to this country 
before July 4, 1951, inasmuch as section 404 (c) of the Nationality Act of 1940 
provides that a person who has become a national by naturalization shall lose his 
nationality by residing continuously for 5 years in a foreign state, except as pro- 
vided in section 406 of the act. 

According to Mr. Lucien H. Mercier, general counsel for the Benguet Co., 
Mr. Elliott was married to a native-born United States citizen on May 19, 1919, 
in Butte, Mont., and they have two children, who are presently residing in the 
State of Washington. Mr. Mercier stated that Mr. Elliott left the United States 
for the Philippines in 1933 in order to accept employment with the Benguet Co., 
that Mr. and Mrs Elliott were interned by the Japanese in December 1941 and 
held until about March 1945, that they then returned to the United States to 
recuperate from the effects of their internment, and that they returned to the 
Philippines late in 1945 to enable Mr. Elliott to resume his employment with the 
company. Mr. Mercier, who is also a member of the board of directors of the 
Benguet Co., further stated that the company is engaged in gold-mining operations 
at its mines near Baguio, Philippine Islands, and since 1937 has also been engaged 
in the mining and supplying of chrome-bearing iron ore to United States pur- 
chasers. Apparently Mr. Elliott desires to continue his employment in the Philip- 
pines, but has no intention of abandoning his United States citizenship, and has 
made tentative arrangements to return to this country before July 4, 1951, if the 
instant bill is not enacted in his behalf. 

When the Philippine Islands were granted their independence on July 4, 1946, 
they became an independent, self-governing foreign state. Mr. Elliott’s residence 
in the Philippines for a 5-year period, therefore, would bring him within the pur- 
view of section 404 (c) of the Nationality Act of 1940. He is not eligible for the 
exemption specified in section 406 (b) of the act because the Benguet Consolidated 
Mining Co. is not an American business organization and does not have its princi- 
pal office or place of business in the United States, nor is he eligible for any of the 
other exemptions specified in section 406. The record fails to present considera- 
tions, however, which would justify the enactment of special legislation granting 
him an exemption denied other naturalized citizens similarly situated. Further- 
more, the Congress has been reluctant to interfere with the normal functioning of 
the nationality laws. 

Accordingly, this Department is unable to recommend enactment of the 
measure. 

Yours sincerely, 
Peyton Forp 
Deputy Attorney General. 
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Senator Robert A. Taft, the author of the bill, has submitted the 
following information in connection with the case: 


WasHincTon 5, D. C., February 15, 1951. 
In re: Loss of citizenship, naturalized Americans, employed in Philippines. 


Hon. Ropert A. Tart, 
United States Senate, Washington 25, D. C. 
(Attention: James D. Williams, Jr., Esq.) 

My Dear Sir: In connection with the recent call at your office of Judge John 
W. Haussermann, the president and general manager of the Benguet Consoli- 
dated Mining Co., and myself, as general counsel and member of the board of 
directors of the company, I should like to submit the following memorandum as 
requested by your Mr. Williams. 

The Benguet Consolidated Mining Co. was organized under the laws of the 
Philippines in 1903 and has the status, for all purposes, of being a Philippine 
entity. However, the Benguet Co. has over 11,000 shareholders, and about 94 
percent of them are citizens of the United States residing in all of the various 
States of the United States, with a great number of them concentrated in the 
State of Ohio. 

The Benguet Co. since 1903 has been engaged in gold mining operations at its 
mines near Baguio, Philippines, and, prewar employed over 10,000 Filipinos 
thus supplying a direct living for over 60,000 Filipinos. At present, the company 
employs approximately 6,500 Filipinos, and thus supplies a direct living for over 
35,000 Filipinos. This employment is at present the backbone of the economy 
of the Baguio district of the Philippines. 

Since 1937, the Benguet Co. has also been engaged in the mining and supplying 
to United States purehasers of chrome-bearing iron ore which is used for the 
making of refractory brick for the lining of blast furnaces. It is about the best 
ore in the world for that purpose and the company has orders from United States 
purchasers aggregating over 30,000 tons per month. This ore is on the critical 
list of the United States war agencies demanding an immediate stockpiling thereof, 
and a contract is being entered into to supply the United States Government 
with a minimum of 250,000 tons over the next 24 months for such stockpiling 
purposes—this will be besides supplying the consumers of the ore in the United 
States with about 30,000 tons per month. 

Because of the situation in the Far East, it has been practically impossible 
for the Benguet Co. to employ American supervisory help in its mining operations, 
and the Filipino help procured up to this point, and this will continue for quite 
some time, is very much below the type of help necessary for the successful opera- 
tion of the company’s mines. The endeavors in the past year to employ Ameri- 
“ans to go to the company’s mines has met with complete failure— men would 
accept the position and then, after thinking over the far eastern situation, 
would decline. 

About 2 months ago we lost, by reason of a heart attack, our No. 2 man at 
the operation, and it has been impossible to replace him. We are now about to 
lose two more of our top men by reason of section 804 (c) of the Nationality Code 
of 1940; and should we lose these men, we know, to begin with, that it will be 
impossible to replace them, and the lack of filling the vacancies might well mean 
that we shall have to curtail or shut down operations. 


In addition to the above, the following letter dated April 27, 1951, 
to the chairman of the Senate Committee on the Judiciary from the 
Assistant Secretary of State with reference to the case reads as follows: 


APRIL 27, 1951. 
The Honorable Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate. 

My Dear Senator McCarran: Further reference is made to your letter of 
April 18, 1951, transmitting, for the comments of the Department of State, a 
copy of 8. 1282, for the relief of Cecil Lennox Elliott. 

Mr. Elliott was born at Quebec, Canada on August 22, 1891; emigrated to the 
United States in 1908; and was naturalized as an American citizen through the 
naturalization of his father, Charles Edward Elliott, by the district court of 
Teller County at Cripple Creek, Colo., on November 16, 1908. In 1933, Mr. 
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Elliott traveled to the Philippines, where he has since been employed as technical 
adviser and mill superintendent by the Benguet Consolidated Mining Co. The 
Department has been informed that 96 percent of the stock of the Benguet 
Consolidated Mining Co. is owned by American citizens residing in the United 
States and that, of the 11,000 shareholders, 94 percent are American citizens, 
The company is, however, a Philippine company organized under the laws of the 
Philippines and there is no parent company or directing office in the United 
States. The company employs approximately 6,500 Filipinos and thus is the 
source of living for about 35,000 Filipinos. In addition to the benefits accruing 
to American stockholders in the form of dividends, the company supplies the 
Government of the United States and other United States purchasers with a 
certain ore which is much needed in this country. 

In view of the special circumstances of Mr. Elliott’s case, the Department per- 
ceives no objection to his being exempted from the operation of section 404 (c) 
of the Nationality Act of 1940 through enactment of a private bill. The Depart- 
ment suggests, however, that, since there is no provision in the Nationality Act 
of 1940 which specifically provides for loss of United States citizenship by reason 
of absence from the United States, the last clause of 8. 1282 be changed to read 
‘providing for loss of citizenship through continuous residence in a foreign state’’. 

Sincerely yours, 
Jack K. McFatnr, 
Assistant Secretary 
(For the Secretary of State). 


The bill has been amended in accordance with the suggestion of the 
Assistant Secretary of State in the above-quoted letter. 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 1282), as amended, should be enacted; 
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Mr. McCarran, from the Committee on the Judiciary, submitted the 
following 


REPORT 


sin [To accompany 8. 1436] 


> 


—« the Committee on the Judiciary, to which was referred the bill 
< (S74436) for the relief of Mrs. Marie Y. Mueller, having considered 
1 the same, re perts favorably thereon with an amendment and recom- 


mends that thé bill, as amended, do pass. 


AMENDMENT 


On page 2, line 4, strike the date “October 1, 1933” and insert in lieu 
thereof the following: ‘‘the date of the enactment of this Act’’ 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to cancel outstanding de- 
portation proceedings and to grant the status of permanent residence 
in the United States to Mrs. Marie Y. Mueller. Provision is made 
for the payment of the required visa fee and head tax. No quota 
charge is made in the bill inasmuch as the beneficiary of the bill is a 
native of Canada and she is therefore a nonquota immigrant. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 43-year-old native and citizen of 
Canada who last entered the United States as a visitor in October 193 
She has been found subject to deportation on the ground that ie 
maintained a bawdy-house in Toronto, Canada, in 1932. She is 

resently married to a United States citizen and information estab- 
ies that she has effected a complete rehabilitation. 
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A letter dated July 7, 1949, to the chairman of the Senate Committee 
on the Judiciary from the Assistant to the Attorney General with 
reference to 5. 866 which was a bill passed by the Senate in the 
Eighty-first Congress, reads as follows: 


DEPARTMENT OF JUSTICE, 
OFrricE OF THE ASSISTANT TO THE ATTORNEY GENERAL, 
Washington, July 7, 1949. 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Srnator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 866) for the relief of Mrs. Marie Y. 
Mueller. ' 

The bill would direct the Attorney General to cancel deportation proceedings 
in the case of Mrs. Marie Y. Mueller of Spokane, Wash., and would provide that 
she shall be considered to have been lawfully admitted into the United States for 
permanent residence as of October 1, 1933, upon payment of the visa fee and head 
tax. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the beneficiary of this bill, Mrs. Marie Yvonne Mueller was born on 
May i1, 1908 in Mornville, Alberta, Canada. She last entered the United States 
at Blaine, Wash., in October 1933, when she was admitted as a visitor for a period 
not to exceed 3 months. In 1944 a warrant of arrest in deportation proceedings 
was issued against her. She filed an application for suspension of deportation 
proceedings and the Immigration and Naturalization Service on December 27, 
1948, found her subject to deportation on the charge of remaining longer than she 
was permitted under the 1924 act and, under the act of 1917, on the charge of 
having admitted committing a crime or misdemeanor involving moral turpitude to 
wit, keeping a bawdyhouse at Toronto, Canada. The formal deportation warrant 
was issued on December 27, 1948, and remains outstanding pending consideration 
of this bill. 

It appears from the records that before entering the United States the alien 
was arrested in 1932 on charges of prostitution under sections 225 and 228 of the 
Criminal Code of Canada in that she maintained a bawdy-house in Toronto, 
Canada, for a period of about 10 months to 1 year during 1932. It was ordered 
by the judge that she leave town or serve 2 years in jail. Mrs. Mueller admitted 
her guilt under this charge, but said she was separated from her husband during 
the depression and could obtain no employment. However, she also admitted 
similar behavior during 1929 and 1930 while living in Vancouver, British Columbia, 
and that she had also been arrested in that city. The record further shows that 
since her entry into the United States, she managed a hotel in Idaho as a house of 
prostitution, during the years 1938 and 1941. 

Her husband, Paul J. Mueller, is her fifth husband and she is his fourth wife. 
The records indicate that he has been arrested for Federal violations. He says 
the alien is dependent on him for support but that he earns $100 a week and is 
able to care for her. They are purchasing a home valued at about $7,000 and 
own a boat, valued at $950. She lists her personal assets as $8,300. 

The alien, as stated above, is deportable (1) under the Immigration Act of 1924, 
as having illegally overstayed her admission to this country in 1933 as a visitor 
not to exceed a period of 3 months and (2) under the Immigration Act of 1917, as 
having committed a crime or misdemeanor involving moral turpitude prior to 
her entry into the United States. It appears that Mrs. Mueller’s conduct, both 
as a prostitute and as manager of a house of prostitution, continued over a long 
period of time and could not represent isolated deviations from proper behavior. 
This Department, therefore, is of the view that. even though the alien is presently 
merried to a citizen of the United States and there is no record of improper 
behavior on her part since October 1941, she is not entitled to either discretionary 
relief in the administration of the immigration laws, or preferential legislative 
action in her behalf. 

Accordingly, the Department of Justice is unable to recommend the enactment 
of this bill 

Yours sincerely, 
Peyton Forp, 
The Assistant to the Attorney General. 
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Senator Harry Cain, the author of the bill, has submitted the 
following information in connection with the case: 


Mrs. Marie Y. Mueller, of Spokane, Wash., has resided in the United States 
since October 1933. Prior to her entry into this country she was a resident and 
citizen of Canada, having been born in Mornville, Alberta, Canada, on Mav 
11, 1908. 

Her status in this country was never questioned until, having registered under 
the Alien Registration Act, an investigation was made by the Immigration and 
Naturalization Service. In 1944 a warrant charging illegal entry was issued 
against her. Hearings were held by the Immigration Service in 1948, and as a 
result thereof a formal deportation warrant was issued December 27, 1948, and 
remains outstanding pending consideration of this bill. 

The files of the Immigration Service hearings as they relate to the beneficiary, 
Mrs. Marie Y. Mueller, have been read. The report from the Attorney General 
has been carefully considered. The respondent’s answers to the charges as made 
by the Immigration Service have been studied. Certain of the facts as alleged by 
the Immigration Service and included in the Attorney General’s report are in 
dispute. Other facts are freely admitted. These alleged and admitted facts 
relate to acts involving moral turpitude committed in 1932 in Canada, prior to 
the entry into the United States by Mrs. Mueller. 

The record shows no proven nor provable misconduct on the part of Mrs. 
Mueller since here entry into this country. The actions of misconduct, committed 
in Canada, are fully and freely testified to and admitted by Mrs. Mueller. She 
is presently, and has been since November 1947, the wife of an American citizen, 
Mr. Paul Mueller. He has been for the past 15 vears secretary of a local AFL 
union in Spokane, Wash. On February 1, 1949, he was appointed, by the gov- 
ernor, supervisor of the Washington State Department of Labor and Industry 
for 13 counties in eastern Washington. 

tepresentations as to their character, responsibility, and the respect with 
which they are regarded within the community of Spokane, Wash., are attested 
to by many letters. 

Mrs. Mueller has confessed her sins. She has frankly admitted indiscretions 
committed 17 years ago. Such conduct is regrettable. 

The record shows that Mrs. Mueller was left an orphan at the age of 16. There- 
after she had to provide for not only herself but three younger brothers and sisters. 
One who lacks the shelter of a home, who is without a mother’s care and guidance, 
may well be more susceptible to acts of indiscretion, While such acts are not to 
be condoned, they can, in retrospect, be appraised with somewhat greater 
tolerance. 

[ recognize, and draw it to the attention of the committee, in the instant case 
a rehabilitation of body and character, a moral reformation worthy of reward, 
Therefore, in the same spirit of forgiveness provided for under our judicial system, 
and that same sense of fair play that citizens everywhere generously accord to one 
who may have erred, I respectfully encourage that the committee recommend 
the bill for passage. 


Str. AucustTInE Rectory, 
Spokane, Wash., August 22, 1949. 
Hon. Harry P. Carn, 
United States Senator, Washington, D. C. 


DEAR SENATOR Cain: I am writing on behalf of Mrs. Paul Mueller who hopes 
to have here entry into this country legalized by passage of Senate bill 866. 

From March 1944 to the fall of 1946 she lived in this parish. She was then 
Mrs. Marie Y. Meyers. She attended church regularly and gave evidence of 
piety and faith. One instance of this being her contribution of a United States 
war bond to our church building fund. 

She always impressed me as a good woman and is concerned about her Catholic 
faith. And since it now seems she is happy with Mr. Paul Mueller it would be 
most unfortunate for both of them to subject her to deportation to Canada. 
And it would be a great hardship if they would be forced to pull up stakes and go 
to Canada and remain there for a year or longer. 

I sincerely trust and hope that your kind and good offices will be instrumental in 
enabling them to continue to enjoy their happy union. Please be assured, dear 
Senator Cain, of my appreciation of your efforts in their behalf. 

Yours very truly, 
Very Rev. STEPHAN P. BuckLeEy, 
Pastor, 
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SPoKANE, WasH., August 5, 1949. 
Hon. Senator Harry P. Carn, 
Washington, D. C. 


Dear Senator Carn: I have known Mr. and Mrs. Paul Mueller since their 
marriage in 1947. I have known Mr. Mueller for a number of years. ° 
They are of fine character and good, reputable people of this city, and deem 

it a pleasure to write these few words as reference. 
Anything that can be done in their behalf will be appreciated by the citizens 
of this community. 
tespectfully yours, 
taLpH M. Smita, 
Sheriff, Spokane County. 


SUPERIOR COURT OF THE STATE OF WASHINGTON 
FOR THE COUNTY OF SPOKANE, 
Spokane, Wash.., August 5, 1949. 


To Whom It May Concern: 


This is to certify that I have known the bearer, Paul J. Mueller, since 1934, 
during which time we have both been residents of Spokane County, Wash 

Mr. Mueller is a public-minded citizen of high character and has a very good 
reputation in this community. 

He has always been active in civie affairs and has lent his assistance to many 
worthy projects; among them, the Travelers’ Aid Society, a visiting nurses asso- 
ciation, community chest drives, and other similar movements. 

He has recently been unanimously reelected by the Board of City Commissioners 
of Spokane for a 6-year term as commissioner on the civil service board. Inci- 
dentally, his original appointment to that board was with the unainimous approval 
of our city commissioners. 

The writer considers Mr. Mueller to be a high type, conscientious, and de- 
pendable person, and worthy of recommendation for any position he feels qualified 
to seek. 

Respectfully, 
Raymonp F, KeEtty, 
Judge, 


The bill has been amended to conform with the policy of the com- 
mittee in granting permanent residence in the United States to an 
alien as of the date of the adjustment rather than as of the date of 
last entry into the United States. 

The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 1436), as amended, should be enacted. 


O 
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HAROLD FREDERICK D. WOLFGRAMM 


JUNE 20 (legislative day, May 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany §. 1503] 


~The Committee on the Judiciary, to which was referred the bill 
(S. 1503) fog the relief of Harold Frederick D. Wolfgramm, having 
considered fe same, reports favorably thereon without amendment 
and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Harold Frederick D. Wolfgramm. The bill 
provides for an appropriate quota deduction and for the payment of 
the required visa fee and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 15-year-old native and citizen of 
New Zealand, who last entered the United States as a visitor on 
October 14, 1949. He is attending high school in Salt Lake City and 
resides with his uncle, Rudolph H.W olfgr amm. His mother, who is 
a resident of New Zealand, has recently remarried and is accompany- 
ing her husband to the Tongon Islands, which are 1,100 miles north 
of New Zealand where he will do missionary work. 

A letter dated July 27, 1950 to the chairman of the Senate Com- 
mittee on the Rodicteery ‘from the Acting Deputy Attorney General 
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with reference to S. 3375, which was a bill introduced in the Eighty- 
first Congress for the relief of the same alien, reads as follows: 


JuLy 27, 1950. 
Hon. Pat McCarran 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 3375) for the relief of Harold Freder- 
ick D. Wolfgramm, an alien. 

The bill would provide that Harold Frederick D. Wolfgramm shall be considered 
to have been lawfully admitted to the United States for permanent residence as of 
the date of his last entry, upon payment of the required head tax and visa fee. 
It would further direct the Secretary of State to instruct the quota-control officer 
to deduct one number from the nonpreference category of the appropriate im- 
migration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Harold Frederick David Wolfgramm is a native and citizen of New 
Zealand, having been born in Auckland, New Zealand, on July 23, 1935. He 
entered the United States at the port of Blaine, Wash., on October 14, 1949, when 
he was admitted as a temporary visitor under section 3 (2) of the Immigration Act 
of 1924 until April 14, 1950. He was destined to an uncle, Mr. Rudolph H. Wolf- 
gramm, in Salt Lake Ciiy, Utah, and has been granted an extension of his tempo- 
rary stay until October 13, 1950. 

Mr. Rudolph Wolfgramm stated that his nephew’s mother is a widow and that 
he arranged for the boy’s visit because he needed a man’s supervision. Mrs. 
Wotigranum stated that the boy is seven-eighths of the white race and one-eighth 
Polynesian. He attends high school and is supported by his uncle. Mr. and 
Mrs. Wolfgramm stated that he is well-behaved, and the secretary to the principal 
of the high school stated that he is a good student. 

The quota for New Zealand, to which the alien is chargeable, is oversubscribed 
for a period of 1 year or more, and an immigration visa is not readily obtainable. 
The record fails, however, to present considerations justifying the enactment of 
special legislation granting him a preference over other aliens abroad who desire 
to enter this country for permanent residence. 

Accordingly, this Department is unable to recommend enactment of the 
ineasure. 

Yours sincerely, 
PETER CAMPBELL BROWN, 
Acting Deputy Attorney General. 


Senator Arthur B. Watkins, the author of the bill, has submitted 
the following information in connection with the case: 


Satt Lake City, Uran, May 29, 19651. 
Hon. Senator ArtHuR V. WaTKINs, 


Senate Office Building, Washington, D. C. 


DraR SENATOR Warkins: I am writing this in behalf of my nephew, Harold 
Frederick D. Wolfgramm, inasmuch as he is a minor child, to the end that he 
may be permitted to remain with us permanently in the United States. 

Harold was born in Auckland, New Zealand, on July 23, 1935, and New 
Zealand was his home until he came to the States to visit us in October 1949. 
He will be 16 years old this July. He is a British subject by birth and carries a 
New Zealand passport. English is the only language that he speaks. His 
mother is my sister. 

There are many factors which enter into the situation that he is now in, not 
the least of which is the fact that he was born out of wedlock. Harold’s mother 
has all the love and devotion that any mother might have for a son, but was 
far more willing than able to carry the responsibility. It was necessary for her 
to work in order to support herself and her son. As he grew older and into his 
teens she could not devote sufficient time to supervise his activities and felt keenly 
the need for adult male influence in his life. The problem was discussed at some 
length, and it seemed that the greatest help I could give my sister was to have 
Harold come and visit with us for some months; and at the time that seemed to 


be the proper solution. So to that end I paid his passage from New Zealand and 
in due course he arrived 
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Harold was well impressed with our American way of life and wrote letters to 
his mother pleading with her to come to America that they both might make their 
home here. Subsequently she went to the American consul in Auckland and had 
her intentions made known and her name put on the list for quota immigrants. 
I believe it was last October (1950) that she said she had her quota number and 
had made all preparations for immigrating, just awaiting boat transportation 
and disposal of her property. However, to our surprise (because we hadn't 
had the slightest hint) she announced that she had married on May 3 and plans 
for immigrating to the States were canceled indefinitely. Furthermore, she is 
accompanying her new husband to the Tongan Islands (1,100 miles north of 
New Zealand) where he is going to do missionary work for the next 2 years. It 
was really quite a jolt to us and put Harold in a bad situation. 

When it was first decided that Harold would like to remain in the States, we 
wrote you and you introduced a bill in behalf of Harold, but it was subsequently 
withdrawn when you learned of the intended immigration of Harold’s mother. 
It was explained to us quite satisfactorily that after his mother’s arrival, being a 
minor child, application could be made to permit his ertry on his mother’s visa, 
or something like that, and thus be handled without speciai legislation. 

Up to the time that Harold came to us he depended entirely on his mother for 
support. Since his arrival in the United States my wife and I have had the full 
responsibility of supporting and caring for him. We love this boy and feel that 
there is no hardship involved in raising him as our own. We have taken prelimi- 
nary steps to legally adopt him and will do so regardless of the outcome of this 
bill. (We know it will have no effect upon his immigration status This is 
important for Harold because it will legalize his name. He is quite sensitive 
about the subject when asked why he carries his mother’s maiden name (and 
people aren’t always too tactful about such things.) We want this boy and we 
want to do all in our power to give him the normal family life that he has failed 
to have during his younger years. His mother is willing and happy for me to 
adopt him now. 

The local immigration authorities have given him the privilege of voluntary 
departure from the United States, but we hope that this will not be necessary 
inasmuch as the financial burden will be entirely mine now; and I don’t know 
where he could stay should he be sent back to New Zealand because his mother 
will be in the Tongan Islands. The way the situation has evolved regarding his 
mother—to us it is unthinkable to send him to her—to Tonga. It would mean 
a complete stopping of his schooling because there are no provisions in Tonga for 
European education above a 12-year level. (I know because I recently spent 
2 years there, returning in 1948.) To expect him to return to New Zealand 
would mean pushing him around from friend to friend or some relatives that I, 
personally, am not acquainted with. 

I believe that Harold has made the adjustment to our way of life very easily— 
he certainly displays a lot of enthusiasm for it. From my viewpoint he acts 
very much like the other teen-agers of my acquaintance with normal interests in 
sports, music, and the fair sex. He especially loves American clothes—especially 
after the dark, tight-fitting suits he wore in New Zealand and knee-length pants 
which was his school uniform. 

He is now attending West High School in Salt Lake City and has one more year 
before he graduates. His school record is excellent as attested by the letter he 
received from the scholarship committee some time ago. His most outstanding 
extracurricular activity during the past vear was participation in the school 
opera. He has a fairly good baritone voice and had one of the leading roles in 
the production. 

Harold’s health is excellent. During the past 20 months he has been with us 
he hasn’t been sick. He has had an occasional cold, but far fewer than my own 
children. As far as I know, he has never had a serious illness. 

He has taken an active part in our church since arriving here, and attends 
regularly. The bishop of our ward has told us that the other boys of Harold’s 
age look up to him as a leader. He is well-matured for his age. We are very 
pleased with the development that has taken place in him since he came to live 
with us. I firmly believe that it was for his best good that he came here. 

I sincerely trust that the information given in this letter will give you a fair 
picture of our situation. I pray that the Judiciary Committee will see fit to 
grant my nephew, Harold F. D. Wolfgramm, this petition. 

Sincerely, 
Rupoten H. WoiFrcRramo. 
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Tue Boarp or EpvucatTion 
or Satt Lake City, Ura, 
West Hicu Scuoor, 
Salt Lake City 3, Utah, May 28, 1951. 





Hon. Artour V. WATKINS, 
Senate Office Building, Washington, D. C. 


Dear SENATOR Watkins: I am writing you this letter at the request of Rudolph 
H. Wolfgramm, 339 E Street, Salt Lake City, Utah, in behalf of his nephew, 
Harold Frederick Wolfgramm who is living with his uncle and attending West 
High School as a visiting student from New Zealand. 

If I am correctly informed Mr. Wolfgramm has already approached you 
concerning the possibility of changing Harold’s status from that of a visitor to 
that of an immigrant. If this is possible I should like to recommend that 
appropriate action for doing so be taken. 

Our experience with Harold Wolfgramm at West High School has been entirely 
satisfactory. He is a very intelligent young man and maintains superior scholar- 
ship in his studies. All his teachers commend him very highly for his fine scholar- 
ship, his outstanding personality and character traits. 

It is our opinion that Harold would be an asset to this country and that he 
would loyally support the ideals which have made America great. 

I wish to recommend Harold Frederick Wolfgramm without qualification, and 
urge that you take the necessary steps to bring about the requested change 
in status. 

You may be sure that whatever you do for this young man will be greatly 
appreciated by him and his family and also by the West High School. 

Respectfully yours, 
Dan L. Baker, 
Principal, 





Cuurcnu or Jesus Curist or Larrer-Day Sarnts, 
Salt Lake City, Utah, May 31, 1951. 
Re: Wolfgramm. 
Senator ArtHUR V. WATKINS, 
Senate Office Building, Washington, D. C. 


Dear SENATOR Watkins: Your letter of May 19, 1951 to Rudolph H. Wolf- 
gramm, concerning Harold Frederick D. Wolfgramm has been referred to me for 
character and social adjustment reference. 

Harold Frederick D. Wolfgramm has been a resident, for the past 20 months, 
of the West Ensign Ward, Ensign Stake of the Church of Jesus Christ of Latter- 
Day Saints, of which Iam the bishop. I have personally known him all this time. 
He is a well built, handsome, intelligent and trustworthy youth of 16 years. He 
is mature for his age. The boys of his age all look to him for leadership which he 
possesses to a high degree. He has found his place in the community and has been 
accepted by the community. He took a leading part in the West High School 
operetta this spring and did a magnificent job of dramatic acting and singing. 

I have had opportunity to watch this young man develop in a way which is 
afforded to but a few people and that because of my office as bishop of his ecclesi- 
astical ward. In talking with him, I feel strongly his desire to stay in the United 
States and can say with confidence, that with the guidance of his uncle and aunt 
and continued activity in church, school and with good companions, he will make 
an outstanding citizen. 

I urge the passage of the Senate bill introduced by you in his behalf. 

Hoping this reference will support the case of Harold Frederick D. Wolfgramm 
before the Judiciary Committee, I remain 

Sincerely yours, 


GrorGE CANNON YOUNG, 
Bishop, West Ensign Ward, Ensign Stake. 
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West Hiacu Scuoot ScHotarsnip Honor Rout, 1950-51 


Dear Haroup: The scholarship committee, representing the faculty and 
students of West High School, wishes to congratulate you on your excellent 
scholarship record for the past semester. Your name has been placed on the 
honor roll, which consists of tbe names of students who attained an average of 
A— or better for the semester. 

Life holds more for the person who can attain a high degree of excellence as 
the result of good work habits and honest effort. The committee will be inter- 
ested in watching your progress and hopes that you will maintain or even improve 
your already fine record. 

Sincerely yours. 
By Ear. W. Patten, 
Faculty Chairman. 
La Dona Gray, 
Student Chairman. 
Dan L. BAKER, 
Principal. 


Saur Lake City, Uran, May 24, 1951. 
Re: Relief of Harold Frederick David Wolfgramm, 8. 1503 
Senator A. V. WarTkINs, 
Senate Office Building, Washington, D. C. 

Dear Senator Warkins: I have just learned of your action in introducing the 
above bill for the relief of Harold Wolfgramm. This is a good thing. I have 
known him ever since he arrived and have found him to be a clean conscientious 
individual, He is honest and dependable and will make a valuable addition to our 
community. I sincerely trust that the bill will be passed. 

Respectfully yours, 
IRWIN CLAWSON. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 1503) should be enacted. 


Co 
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VALMAI EILEEN MACKENZIE 


JUNE 20 (legislative day, MAy 17), 1951.—Ordered to be printed 


McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany S8. 1504] 


he Committee on the Judiciary, to which was referred the bill 
(6531504) for the relief of Valmai Eileen Mackenzie, having considered 
the same, reports favorably thereon with an amendment and recom- 
mends that the bill, as amended, do pass. 


AMENDMENT 


On lines 6 and 7 strike the words “her last entry into the United 
States” and insert in lieu thereof the following: ‘“‘the enactment of 
this Act”’ 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of per- 
manent residence in the United States to Valmai Eileen Mackenzie. 
The bill provides for an appropriate quota deduction and for the 
payment of the required visa fee and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 36-year-old native of Australia and 
a citizen of Great Britain who last entered the United States on July 
1950. From 1941 to 1948 she was employed by the United States 
os Exchange Service in Fiji, New Caledonia, Guam, and Saipan. 
A letter dated October 9, 1950, to the chairman of the Senate 
Committee on the Judiciary with reference to S. 3878, which was a 
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bill introduced in the Eighty-first Congress for the relief of the same 
alien, reads as follows: 


DEPARTMENT OF JUSTICE, 


Washington, October 9, 1950. 
Hon. Pat McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 3878) for the relief of Valmai Eileen 
Mackenzie, an alien. 

The bill would provide that Valmai Eileen Mackenzie shall be considered to 
have been lawfully admitted to the United States for permanent residence as of 
the date of her last entry into this country upon payment of the required visa fee 
and head tax. It would also direct the Secretary of State to instruct the quota- 
control officer to deduct one number from the appropriate immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the alien was born in Brisbane, Australia, on February 21, 1914, 
and is a subject of Great Britain. She last entered the United States at W ashing- 
ton, D. C., via airplane on July 5, 1950, and was admitted August 5, 1950, in 
transit to Canada. The records further disclose that she was previously admitted 
to the United States at Honolulu, T. H., on September 12, 1947, in transit to 
the Marianas and departed on September 16, 1947. She was also admitted in 
transit at the port of San Francisco, Calif., on November 11, 1948, and departed 
on January 10, 1949, to Hamilton, Bermuda. 

According to Statements of Miss Mackenzie, she has resided most of her life in 
Suva, Fiji Islands, where she was employed from 1939 until 1948 doing secretarial 
and general office work. She also stated that although she became interested in 
obtaining a visa for permanent residence in July 1945, her intention at the time 
she obtained her transit visa on which she last entered the United States, was to 
visit friends here and then proceed to Canada. However, the alien claimed that 
after she came to this country she then decided that she would like to remain 
permanently. Miss Mackenzie is unemployed and presently is residing with 
friends in Arlington, Va. 

The quota of Australia to which the alien is chargeable is oversubscribed and 
an immigration visa is not readily obtainable. The record fails to present any 
facts which would justify granting her a preference over other aliens who desire 
to obtain the benefits of residence in the United States but who, nevertheless, 
remain abroad and await their regular turns for the issuance of immigration visas. 

Accordingly, this Department is unable to recommend enactment of the 
measure. 

Yours sincerely, 
PEYTON Forp, 
Deputy Attorney General. 


Senator Harley Kilgore, the author of the bill, has submitted the 
following information in connection with the case: 


CURRICULUM VITAE OF VALMAI EILEEN MACKENZIE 


Record of birth 


February 21, 1914, at Brisbane, Australia, of Scottish descendants. Mother’s 
maiden name was Eileen Moody. Father was manager of Burns Philip (South 
Sea) Co., Ltd., located at Suva, Fiji. He sent his wife to Brisbane to have the 
i. A few months after her birth in 1914 Miss Mackenzie was taken to Fiji 
and she has always considered Fiji and not Australia as her legal residence. 
As she was born in Australia she is required to come under the Australian quota 
for immigration to the United States. However, had her mother stayed at her 
home in Suva to have the baby, Miss Mackenzie would have come under the 
“Great Britain and the C ‘olonies”” quota for immigration to the United States. 
As that quota never has been filled, Miss Mackenzie could have obtained her 
immigration visa to the United States from Fiji in 1945 when she was working for 
the United States Army there and when she first applied for such immigration. 


Education 


Elementary schools in Suva, Fiji; advanced education at St. Cuthbert’s 
College (Presbyterian), Auckland, New Zealand. 
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Employment record 

1936-39: Secretarial work in Sydney, Australia, with Royal Aero Club. 

September 3, 1939 (outbreak of war) to November 30, 1941; Secretary and 
bookkeeper for Emperor Gold Mining Co., Ltd. at mine offices approximately 
130 miles out of Suva, Fiji. 

December 1, 1941: Joined Aerodrome Services in Suva, Fiji. This organization, 
supervised by the United States construction firm of Sverdrop & Parcel, with 
New Zealand draftsmen, was under contract with the United States Army 
engineers to construct airfields throughout the Pacific island areas for use of our 
Armed Forces and Ferry Command. 

December 7, 1941: Aerodrome Services and all personnel transferred to United 
States Army Command. 

December 7, 1941, to August, 1942: Secretarial and general office work for 
United States Army engineers at Suva. This work included encoding and de- 
coding messages for the United States Army and other equally ‘‘restricted” 
work of the highest security classification not generally assigned to those who 
were not United States citizens. The working hours were ‘‘as long as necessary.” 

August 1942, to November 1948: Bookkeeper, office manager and supervisor 
for United States Army Exchange Services in Fiji, New Caledonia, Guam, and 
Saipan. In August 1942, Aerodrome Services returned to its headquarters in 
Wellington, New Zealand, and Miss Mackenzie thereupon elected to transfer 
to the United States Army Exchange Services in Fiji rather than move to Welling- 
ton. Miss Mackenzie’s work for the United States Army engineers and the 
United States Army Exchange Services throughout the entire period December 7, 
1941, to November 1948, when she resigned in Saipan, was highly meritorious. 
Not only did she handle work of the greatest confidence for the United States 
Army during the early months of the Pacific War (such as encoding and decoding) 
but Miss Mackenzie was steadily advanced and promoted in assignments of 
responsibility by the United States Army. 


Immigration to the United States 


In 1945 the United States consul in Fiji was one Robert Grinnell. When he 
learned that Miss Mackenzie desired to immigrate to the United States he sug- 
gested that she see him about the matter at his office. 

On July 6, 1945, while Miss Mackenzie was awaiting United States Army orders 
to fly to New Caledonia for transfer of service there in the Army Exchange 
Services, she called at Mr. Grinnell’s office and expressed her desire to apply for 
an immigration visa to the United States. 

Mr. Grinnell told Miss Mackenzie that she would need certain papers, such as 
police clearances, copies of birth certificates, etc., and he apologized to her for as 
lack of the regulation application form at that time. However he was most 
.insistent that she remember the date (July 6, 1945) and he suggested that she 
visit the United States consul in Noumea, New Caledonia, when she arrived there. 

Immediately upon her arrival in New Caledonia Miss Mackenzie called on Mr. 
Brown, the United States consul, and when he asked her if she had registered 
with Mr. Grinnell in Fiji she replied that she had. When Mr. Brown asked Miss 
Mackenzie if she had signed anything she explained that she had not but she 
understood that Mr. Grinnell would arrange for her registration as of July 6, 1945, 
as soon as he was supplied with the appropriate forms. Miss Mackenzie told Mr. 
Brown of Mr. Grinnell’s insistence that she remember the July 6 date and Mr. 
Brown gave her some forms which listed the police clearances, etc., which Miss 
Mackenzie was to have executed. 

In June 1946 Miss Mackenzie was transferred by the United States Army to 
Saipan, Marianas Islands, and it was not until she was due for leave a year later 
that she called to see Lieutenant Commander Gabriels, the immigration officer in 
Guam, that she discovered that she had not been registered for immigration to 
the United States on July 6, 1945. Commander Gabriels requested Miss Mac- 
kenzie to bring to him the Fiji and Australian police clearances and that she get 
a letter from the United States counsul in Fiji verifying the date of registration. 
Miss Mackenzie obtained the clearances and all other papers requested by Com- 
mander Garbiels and duly filed them with him. However, after a thorough 
search of the United States counsul’s office in Fiji, the only record of the supposed 
registration which could be found was a diary notation by Mr. Grinnell’s secretary 
that ‘‘Miss Mackenzie had come in for a talk’’ on July 6, 1945. Commander 
Gabriels thereupon promptly received the papers and registered Miss Mackenzie 
to immigration to the United States from Guam. 
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It now appears that the Visa Division of the State Department had withdrawn 
from all United States consuls in the Pacific area authority to issue immigration 
visas during the war period and that on July 6, 1945, Mr. Grinnell, as a matter 
of fact, had no jurisdiction to handle the immigration problem for Miss Mackenzie. 
Apparently Mr. Grinnell’s authority at that time was restricted to the processing 
of certain naturalization papers of foreigners who were then serving in the Armed 
Forces of the United States in the Pacific area. 

The mistake which was made by Mr. Grinnell, Miss Mackenzie, and Mr. Brown 
appears to have been a very natural one as each thought the other had performed 
certain acts as required by the immigration laws of the United States at that time 
in order to register Miss Mackenzie for immigration as of July 6, 1945. 

From January 1949 to July 5, 1950, Miss Mackenzie has been employed in the 
accounting depariment of the Bermuda Development Co., Ltd., Hamilton, 
Bermuda, awaiting the time she may be able to immigrate to the United States. 
The United States consul in Bermuda has received Miss Mackenzie’s papers from 
the consul at Guam and the consul from Bermuda has sent her application for 
immigration to the Visa Division, Washington, regularly each 3 months. 

Miss Mackenzie entered the United States on July 5, 1950, en route to Toronto, 
Canada, from Bermuda by means of an in-transit-visa number V1424815 with 
permission to remain in the Unived States 1 month. She is traveling on British 
passport number 11229 issued Colony of Fiji. 


Present activities and economic situation. 

Atthe present time Miss Mackenzie is visiting Capt. and Mrs. C. E. Wakeman 
at their home at 3254 South Utah Street, Arlington, Va. 

At the present time Miss Mackenzie has a balance in a savings account with 
the Bank of America, San Francisco, Calif., of approximaiely $5,300. Miss 
Mackenzie is in excellent health and eager to remain in this country. Although 
Miss Mackenzie has been offered several positions in this country she has not yet 
decided whether she should accept any of them. She will not be dependent on 
any other person for support and she is willing and able again to serve this country 
in whatever capacity she may be needed. 

Miss Mackenzie is not engaged in any activities, political or otherwise, which 
are injurious to the American public interest. Miss Mackenzie has never been 
convicted under any Federal or State law. 

Conclusion 


In view of Miss Mackenzie’s loval services to the United States Armed Forces 
in Fiji, New Caledonia, Saipan, and Guam for the period December 1941 to 
November 1948; in view of her long-continuing desire to emigrate to the United 
States and become an American citizen; in view of the fact that had Miss Mac- 
kenzie’s mother stayed at her home in Fiji for the birth of Miss Mackenzie rather 
than going to Brisbane, Australia, for such birth in February 1914, Miss Mackenzie 
would long since have been permitted to emigrate to the United States as she 
would then have been eligible under the United States quota for “Great Britain 
and colonies’? rather than under the Australian quota which offers her very little, 
if any, hope to emigrate to the United States within the predictable future; and 
as Miss Mackenzie probably would be assigned a number for immigration this 
year had she been able to register for immigration on July 6, 1945, in Fiji with 
Mr. Robert Grinnell as she not only had tried to do but as she reasonably thought 
she had succeeded in doing, it is respectfully submitted that it is only fitting and 
proper to aceord to Miss Mackenzie the legislative relief which is not presently 
available to her administratively. 

Sincerely, 
Mitton Carr FEeRGusON, 
Counsel for Valmai Eileen Mackenzie. 

I hereby certify that the above-stated facts are true and correct to the best 

of my knowledge, information, and belief. 


VALMAI EILEEN MACKENZIE. 
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| Memorandum] 


. WasuHinaton, D. C., July 11, 1950. 
‘To: Senator Harley M. Kilgore. 


Re: Special bill for Miss Valmai Aileen Mackenzie. 

At the suggestion of Mr. Milton C. Ferguson, counsel for the above-named 
applicant, I am pleased to advise that I knew Miss Mackenzie both personally 
and in business during the time she was working for the Army Exchange Service 
on both Saipan and Guam. At that time I was acting in the capacity of her 
supervisor and found Miss Mackenzie a thoroughly capable and trustworthy 
person. 

I also know personally of Miss Mackenzie’s efforts to obtain entry into the 
United States; of the many disappointments encountered through the vears and 
of her earnest desire and sincerity of purpose in securing the right to become a 
citizen of the United States. 

I would not hesitate to endorse and/or sponsor Miss Mackenzie in any manner 
which might be of assistarice in acquiring for her the right to remain in this country. 

Sincerely, 
Martan ApAMS WAKEMAN. 


The bill has been amended to conform with the policy of the com- 
mittee in granting permanent residence in the United States to an alien 
as of the date of the adjustment rather than as of the date of last entry 
into the United States. 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 1504), as amended, should be enacted. 


O 
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BASIC AUTHORITY FOR THE UNITED STATES SECRET 
SERVICE 


JUNE 20 (legislative day, May 17), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


{To accompany H. R. 2395] 

LO 
aide a Committee on the Judiciary, to which was referred the bill 
A Frin . 2395) to amend title 18 of ‘the United States Code, entitled 

rimes and Criminal Procedure,” to provide basic authority for cer- 
tain activities of the United States Secret Service, and for other pur- 
poses, havigg considered the same, reports favorably thereon, with an 
amendment, and recommends that the bill, as amended, do pass. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to make 
certain minor amendments to the laws relating to coins and counter- 
feiting, and to provide basic legislative authority for the United States 
Secret Service to perform certain functions and activities. 


AMENDMENT 


On page 4, line 6, strike out “in connection with” and insert in 
lieu thereof “directly concerning”’ 


STATEMENT 


There follows a section-by-section analysis of the proposed bill: 

Section 331 of title 18, United States Code, prohibits the fraudulent 
defacement, mutilation, and falsification of the gold and silver coins 
of the United States and of foreign countries. Section 1 of the bill 
would amend section 331 to make its provisions applicable to minor 
coins (5-cent and 1-cent pieces), and to include the fraudulent alter- 
ation of coins. Five-cent coins sometimes are hammered to a greater 
diameter and used as 25-cent pieces in coin vending machines. One- 
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cent coins frequently are altered for use in coin-box telephones, fare 
boxes, vending machines, and similar contrivances. Section 491 of 
title 18 provides for the curtailment of the manufacture and sale of 
tokens and slugs, and it is believed that the alteration of minor coins 
for use as another denomination should be prohibited for similar 
reasons. The addition of the prohibition against the fraudulent 
alteration of coins is deemed desirable in view of a Federal district 
court decision that fraudulently changing the size or shape of a coin 
is not a multilation under the statute. 

Section 475 of title 18, United States Code, prohibits the printing 
or impressing of notices and advertisements upon obligations or 
securities of the United States. Section 2 of the proposed ‘legislation 
would amend section 475 to prohibit the use of notices or advertising 
prints or labels on United States coins. The Treasury Department 
has been confronted with an increasing practice of attaching to 
United States coins paper labels bearing advertising material. The 
Department has endeavored, with some success, to obtain cooperation 
in not resorting to this use of coins as media for carrying out advertising 
programs. However , there is no Federal statute preventing the prac- 
tice. Among other undesirable features, attaching paper labels to 
coins can facilitate the passing of counterfeit coins, may interfere with 
the operation of coin counting and vending machines used by banks 
and other business organizations, and is a nuisance to the using public. 
The Federal Reserve Bank of Atlanta, to cite an example of the 
nuisance factor involved, has refused to accept coins which have 
paper labels attached to them. 

Section 489 of title 18, United States Code, prohibits the making 
of tokens, devices, prints, or impressions in the likeness of United 
States or foreign coins. An exception to the section specifically 
authorizes the printing of illustrations of coins to illustrate numis- 
matic and historical books and journals, school arithmetics, and the 
circulars of legitimate publishers and dealers in such books, journals, 
and school arithmetics. By reason of this exception, the section is 
susceptible to the interpretation that no other illustrations of coins 
are permitted. The Treasury Department does not perceive any 
objection to the reproduction of coins for illustrating books, maga- 
zines, papers, and for other similar uses, which section 3 of the bill 
would permit by deleting from section 489 of title 18 all language 
which could be interpreted to prohibit or restrict the making and 
printing of coin illustrations in magazines and other publications. 
Section 3 would also authorize the Secretary of the Treasury to make 
exceptions to the application of section 489, an authority which the 
Secretary does not possess under the terms of existing law. 

Section 4 of the bill would amend title 18, United States Code, sec- 
tion 3056, which sets forth certain powers of the United States Secret 
Service. The purpose of the amendment is to provide basic legislative 
authority for the Secret Service to perform certain functions and 
activities heretofore carried out by virtue of authority contained in 
appropriation acts. The authority of the Secret Service to enforce the 
counterfeiting laws, and to protect the person of the President and the 
President-elect, has for many years been derived from annual appro- 
priation acts for the Treasury Department. Secret Service agents 
have been enforcing various counterfeiting statutes since about 1865, 
and they have been assigned to guard the Presidents since President 
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McKinley’s assassination in 1901. Protection of the President-elect 
has been authorized in Treasury Department appropriation language 
since 1913. 

In addition to authority now contained in title 18, United States 
Code, section 3056, and in annual appropriation acts, section 4 of the 
bill would provide that the Secret Service may carry firearms, execute 
warrants, and protect the person of the Vice President of the United 
States at his request. It is believed that protection of the Vice Presi- 
dent is necessary or desirable under many circumstances, and that the 
Secret Service should be authorized to provide this protection at the 
Vice President’s request. 

Spelling out the authority of the Secret Service by basic statute, 
rather than by annual appropriation acts, should be of considerable 
assistance in several respects. For instance, questions as to this 
authority are raised from time to time by judges, attorneys, and 
others who are able to find a reference to only partial Secret Service 
powers in the United States Code. 

Section 5 of the bill would repeal 3 United States Code, section 201, 
authorizing protection of the President and his family, as this author- 
ity would be provided by section 4 of the bill. The section would also 
make certain amendments to chapter analyses. 

Hearings on the bill were conducted by a subcommittee and at the 
time there appeared to be conflict with respect to section 4 of the bill 
as to the line of demarcation between the duties of the Secret Service 
and those of the Federal Bureau of Investigation. ‘This disagreement 
has been resolved in accordance with the letter from the Attorney 
General dated April 27, 1951 (set forth below). 

The committee assumes that the language ie to in compromise 
is intended to cover the jurisdiction of the Secret Service with respect 
to matters exclusively in the purview of the Treasury Department, 
and, since there is room for doubt, the compromise language has been 
further amended by the committee in a manner which it is hoped will 
present a clear line of demarcation between the duties of the Secret 
Service and the Federal Bureau of Investigation. 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE ATTORNEY GENERAL, 
Washington, April 27, 1951. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington 25, D. C. 


My Dear Mr. CHarrMan: Reference is made to 8. 26, the bill proposed by 
the Treasury Department to amend title 18 of the United States Code, entitled 
“Crimes and Criminal Procedure,”’ to provide basie authority for certain activ- 
ities of the United States Secret Service, and for other purposes. 

Attached is a copy of a letter which I understand the Secretary of the Treasury 
has today sent to your committee advising that the Departments of Justice and 
Treasury have reached agreement as to certain substitute language in that bill, 
copy of which letter is enclosed. 

I wish to confirm the understanding as stated in the enclosed letter of the 
Secretary of the Treasury, and to advise you that the Department of Justice has 
no objection to the enactment of the bill with the substitute language as recom- 
mended in the enclosed letter of the Secretary of the Treasury. 

Very truly yours, 
J. Howarp McGrarn, 
Attorney General. 
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APRIL 26, 1951. 
Hon. Par McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Mr. CuarrMan: Reference is made to 8. 26, a bill proposed by the 
Treasury Department to amend title 18 of the United States Code, entitled 
“Crimes and Criminal Procedure,’’ to provide basic authority for certain activities 
of the United States Secret Service, and for other purposes. 

It is my understanding that on March 7, 1951, representatives of the Depart- 
ment of Justice presented testimony on that bill before a subcommittee of your 
committee directed particularly to the language of the bill, beginning in line 2, 
page 4, which would authorize the Secret Service to ‘‘detect and arrest any person 
committing any other offense against the laws of the United States relating to the 
Treasury Department and the several branches of the public service under its 
control.”’ 

I wish to advise vou that the Departments of Justice and Treasury have now 
agreed to recommend the following substitute language for that quoted above: 
“detect and arrest any person violating laws of the United States in connection 
with official matters administered by and under the direct control of the Treasury 
Department.” 

It is my understanding that the Attorney General will write to you to confirm 
this agreement between the two Departments. 

I wish to thank your committee for the consideration it has given to this pro- 
posed legislation. 

Very truly yours, 
Joun W. SNYDER, 
Secretary of the Treasury. 


GENERAL COUNSEL, 
TREASURY DEPARTMENT, 
Washington 25, June 8, 1951. 
Memorandum to: Mr. J. Carlisle Ruddy, professional staff member Senate 


Judiciary Committee. 


In accordance with your telephone conversation with Mr. Neal and Mr. Hansen 
vesterday, there is attached a memorandum on existing statutory authority of 
the United States Secret Service. 

Section 4 of S. 26 and H. R. 2395 is a restatement of existing Secret Service 
authority except for two additions: 
and (2) authority to carry firearms. 

It is now necessary for Secret Service agents to rely upon United States marshals 
for the service of arrest warrants. The authority to execute arrest warrants 
would be very helpful, especially under circumstances when a United States 
marshal is not immediately available. Secret Service agents have aiways carried 
firearms, and we believe that their authority to do so is necessarily implied from 
their general arrest and enforcement powers. However, we think it would be 
desirable to spell this out by statute. 


| would be very glad to supply you with any additional information or assist- 
ance which vou might desire. 


(1) authority to execute arrest warrants, 


Joun K. Carioct 


’ 


Assistant General Counsel. 


Existinc Srarurory AUTHORITY OF THE UNITED STATES SECRET SERVICE 


A. Authority carried in annual appropriation acts for the Treasury Depart- 
ment (see General Appropriation Act, 1951, Public Law 759, 81st Cong., 2d sess., 
at p. 48): 

1. Protect the person of the President and the members of his immediate 
family. 

2. Protect the President-elect. 

3. Protect the Vice President. (See Second Supplemental Appropriation Act, 
1951, Public Law 911, 8Ist Cong., 2d sess., at p. 4.) 

4. Detect and arrest dealers in counterfeit money. 

5. Detect and arrest persons engaged in counterfeiting, forging, and altering 
coins, obligations and securities of the United States and of foreign governments. 

(Nore.—The criminal laws relating to coins and currency and counterfeiting and 
forgery are carried in chs. 17 and 25 of title 18, U. 8. C. Obligations and securi- 
ties of the United States are defined in 18 U. 8. C. 8.) 
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6. Detect and arrest persons committing other crimes against the laws of the 
United States relating to the Treasury Department. 

7. Pay for services or information looking toward the apprehension of criminals. 

8. Two Secret Service agents to supervise the Treasury guard force. 

B. Authority presently contained in 18 United States Code 3056: 

1. Detect and arrest persons violating 18 United States Code 508 and 509. 
These sections deal with the following offenses: 

(a) Section 508: Falsely making, forging, altering, or counterfeiting Govern- 
ment transportation requests, or passing or selling such false, forged, altered, or 
counterfeited transportation requests. 

(b) Seetion 509: Making or selling prints, photographs, or impressions in tlh 


likeness of Government transportation requests; making Or possessing plates in the 
likeness of plates for printing transportation requests. 
9 


2. Insofar as the Federal Deposit Insurance Corporation, Federal land banks, 
joint-stock land banks, and national farm loan associations are concerned, detect 
and arrest persons violating any of the provisions of the following sections of title 
18, United States Code: 


(a) Section 218: Acceptance of loan or gratuity by farm credit examiner or by 
examiner of Federal Reserve member banks insured by FDI¢ 
(b) Section 221: Acceptance of unauthorized fees or gifts by Federal land 


banks, joint-stock land banks, or national farm loan associations 
employees. 

(c) Section 433: Section provides that sections 431 and 432, relating to con- 
tracts with Government by Members of Congress, shall not apply to contracts 
under the Federal Farm Loan Act and certain other laws. 

(d) Section 493: Falsely making, forging, counterfeiting, or altering obligations 
of FDIC, land banks, or certain other lending agencies. 

(e) Section 657: Embezzlement by employees of FDIC, land banks, or certain 
other credit and insurance agencies. 

(f) Section 709: Use of words ‘‘Federal Deposit Insurance Corporation’’ as 
business name; falsely representing that deposit liabilities are insured by FDI¢ 
falsely representing making Federal farm loans or issuing Federal farm loan 
bonds; and certain other false advertising to indicate Federal agency 

(g) Section 1006: Emplovees of FDIC, land banks, and certain other agencies 
making false entries, drawing or issuing credit instruments without authority, 
and receiving profit or benefit with intent to defraud. 

(hk) Section 1007: Making false statements or willfully overvaluing 
in connection with FDIC transactions. 

(7) Section 1011: False statements relating to sale of mortgage by mortgagee 
to Federal land bank; willful overvaluation by appraiser of land securing such 
mortgage. 


or by their 


securities 


(7) Section 1013: False representations concerning character, security, or 
terms of farm loan bonds issued by Federal land bank or joint-stock land bank 

(k) Section 1014: Making false statements, or overvaluing property or secu- 
rity, to influence action of Federal land bank, joint-stock land bank, national 
farm loan association, or certain other credit and insurance agencies in connection 
with applications, purchases, loans, ete. 

(1) Section 1907: Unauthorized disclosure by farm credit examiner of names 
of borrowers from national farm loan association, Federal land bank, or joint- 
stock land bank. 

(m) Section 1909: National bank, FDIC, or farm credit examiner performing 
any other compensated service for any bank or banking or loan association. 

C. By 3 United States Code 202, the White House Police force is under the 
control and direct supervision of the Chief of the Secret Service. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman 

TITLE 18, UNITED STATES CODE, SECTION 331 
§ 331. Mutilation, diminution, and falsification of coins. 


Whoever fraudulently alters, defaces, mutilates, impairs, diminishes, falsifies, 
seales, or lightens, any of the [gold or silver] coins coined at the mints of the 
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United States, or any foreign [gold or silver] coins which are by law made cur- 
rent or are in actual use or circulation as money within the United States; or 

Whoever fraudulently possesses, passes, utters, publishes, or sells, or attempts 
to pass, utter, publish, or sell, or brings into the United States, any such coin, 
knowing the same to be altered, defaced, mutilated, impaired, diminished, falsi- 
fied, scaled, or lightened 

Shall be fined not more than $2,000 or imprisoned not more than five years, or 
both. 


TITLE 18, UNITED STATES CODE, SECTION 475 


§ 475. Imitating obligations or securities; advertisements. 

Whoever designs, engraves, prints, Makes or executes, or utters, issues, dis- 
tributes, circulates, or uses any business or professional card, notice, placard, 
circular, handbill, or advertisement in the likeness or similitude of any obligation 
or security of the United States issued under or authorized by.any Act of Congress 
or writes, prints, or otherwise impresses upon or attaches to any such instrument, 
obligation, or security, or any coin of the United States, any business or professional 
card, notice, or advertisment, or any notice or advertisement whatever, shall be 
fined not more than $500. 


TiTLE 18, UNITED STATES CODE, SECTION 489 


§ 489. Making or possessing likeness of coins [; publisher's illustrations ex- 
cepted]. 

Whoever, within the United States, makes or brings therein from any foreign 
country, or possesses with intent to sell, give away, or in any other Manner uses 
the same, except under authority of the Secretary of the Treasury or other proper 
officer of the United States, any [business or professional card, notice, placard, ] 
token, disk, or device [, print, or impression, or any other thing whatsoever, J in 
the likeness or similitude as to design, cclor, or the inscription thereon of any of 
the coins of the United States or of any foreign country issued as money, either 
under the authority of the United States or under the authority of any foreign 
government, shall be fined not more than $100. 

[This section shall not forbid or prevent the printing and publishing of illustra- 
tions of coins and medals or the making of the necessary plates for the same to be 
used in illustrating numismatice and historical books and journals and school 
arithmetics and the circulars of legitimate publishers and dealers in the same.] 

TITLE 18, UNITED STATES CODE, SECTION 3056 
§ 3056. Secret Service powers 

[The Secretary of the Treasury is authorized to direct and use the Secret Service 
Division of the Treasury Department to] Subject to the direction of the Secretary of 
the Treasury, the United States Secret Service, Treasury Department, is authorized to 
protect the person of the President of the United States and members of his immediate 
family, the President-elect, and the Vice President at his request; detect and arrest any 
person committing any offense against the laws of the United States relating to coins, 
obligations, and securities of the United States and of foreign governments; detect [,] 
and arrest [, and deliver into custody] any person violating any of the provisions 
of sections 508 and 509 of this title and, insofar as the Federal Deposit Insurance 
Corporation, Federal land banks, joint-stock land banks and national farm loan 
associations are concerned, of sections 218, 221, 433, 493, 657, 709, 1006, 1007, 
1011, 1013, 1014, 1907 and 1909 of this title; [J detect and arrest any person violat- 
ing laws of the United States directly concerning official matters administered by and 
under the direct control of the Treasury Department; execute warrants issued under 
the authority of the United States; carry firearms; offer and pay rewards for services 


or information looking toward the apprehension of criminals; and perform such other 
functions and duties as are authorized by law. 


TITLE 3, UNITED STATES CODE, SECTION 201 
([§ 201. The protection of the person of the President and the members of his 


immediate family and of the person chosen to be President of the United States 
is authorized.] 


O 
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* Cuavez, from the Committee on Public Works, submitted 
following 


REPORT 
[To accompany H. R. 4338] 


The Committee on Public Works, to whom was referred the bill 
(H. R. 4338) to extend the time for completing the construction of a 
toll bridge across the Delaware River near Wilmington, Del., having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 

The purpose of H. R. 4338 is to extend the time for completing 
this bridge, which was authorized by Congress in an act approved 
July 13, 1946. The act provided for completion within a 5-year 
period, which time limit will expire July 13, 1951. This bill will 
extend the time and additional period of 1 year from July 13, 1951. 

This bridge is located across the Delaware River below Wilming- 
ton, Del., and will replace the existing ferry now operating between 
New Castle, Del., and Pennsville, N. J. It is understood that con- 
struction of the bridge was started prior to enactment of the General 
Bridge Act of 1946 (Title 5 of the Legislative Reorganization Act of 
1946). The bridge is now essentially complete, but it cannot be 
completed within the 5-year period specified in the authorizing act. 
H. R. 4338 will extend the time for completion to July 1, 1952. 

Expenditure of Federal funds will not be involved by enactment 
of this legislation. 

The Department of the Army recommends approval of the bill. 





EXTEND TIME FOR COMPLETING 


CHANGES IN EXISTING 


EXISTING LAW 


Authorizing the State of Delaware, by and through 
its State highway department, to construct, main 
tain, and operate a toll bridge across the Delaware 
River near Wilmington, Delaware 


Sec. 5. The authority hereby granted 
shall cease and be null and void unless 
the actual construction of said bridge 
and its approaches be commenced 
within three years and completed within 
five years from the date of this Act. 


A TOLL BRIDGE 


Law 


AMENDMENT UNDER H. R. 4338 


H. R. 4338 amends the existing law 
by deleting section 5 and substituting 
the following new section 5 therefor: 


“Sec. 5. The authority hereby 
granted shall cease and be null and void 
unless the actual construction of said 
bridge and its approaches be com- 
menced within three years and com- 
pleted within six years from July 13, 
1946.” 


O 
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Mr. SparKMAN, from the Select Committee on Small Business, 
submitted the following 


REPORT 


INTRODUCTION 


All of the basic laws dealing with procurement activities of the 
military contain provisions that small business shall receive a fair 
share of the money spent.! Beginning in the fall of 1950 the procure- 
ment officials found that they were getting into a “buyer’s market” 
and that there were more people trying to sell to the Government 
than the Government could accommodate with defense contracts. 
A large percentage of those seeking Government work were small- 
business men. 

Under the competitive, advertised bidding procedure followed 
pursuant to the Armed Forces Procurement Act of 1947 the smaller 
firms were able to determine to a fair degree what was being pur- 
chased and they obtained the right to sell to the Government by 
virtue of being competitive in quality, price, and delivery with the 
larger concerns. Any business they received came to them because 
ther ‘y exercised real business acumen and not because the purchasing 
officers provided them with favors due to their smallness. 


1 Sec. 2 (b) of the Armed Services Procurement Act of 1947 (62 Stat. 21) lays down the policy “‘that a fair 
proportion of the total purchases and contracts—for the Government shall be placed with small-business 
concerns.” 

Sec. 701 (a) of the Defense Production Act of 1950, Public Law 774, 81st Cong. (64 Stat. 798) provides that 
it is “the sense of the Congress that small-business enterprises be encouraged to make their greatest possible 
contribution to achieve the objectives of this act.’’ Subsec. (b) (iii) of this section requires the providing, 
for ee enterprises, of such exemptions as may be feasible without impeding the accomplishment 
of the act. 

The Selective Service Act of 1948 (Public Law 759, 80th Cong.; 62 Stat. 625-626; 50 U.S. C. App. 468) in sec. 
18 (a) provides that the President, after consultation with the National Securities Resources Board may 
require prompt delivery of any article or material, the procurement of which has been authorized by Con- 
gress exclusively for the use of the Armed Forces or for the use of the Atomic Energy Commission, from any 
individual firm or company, capable of producing such article or material. Under any such program of 
national procurement the statute provides that small business shall be granted a fair share of the orders 
placed. 

The Selective Service Act of 1948 in part states, “* * * a business enterprise shall be determined to 
be ‘small business’ if (1) its position in the trade or industry of which it is a part is not dominant, (2) the 
number of its employees does not exceed 500, and (3) it is independently owned and operated.” 


a 
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During this early twilight period of mobilization material shortages 
were beginning to develop and the pressure to use Government con- 
tracts as a means toward getting materials and toward survival 
became more acute. To ease some of the difficulties of the small man 
in making this partial transition the Select Committee on Small 
Business in cooperation with the Munitions Board, the Department 
of Commerce, the Reconstruction Finance Corporation, General 
Services Administration, and other interested agencies, carried out a 
series of small-business clinics. These began in July 1950. They are 
to be discontinued in July 1951. These clinics were for the purpose 
of providing reliable guidance on how to sell to the Government. 
They were effective in providing timely and accurate information to 
a large segment of the business community throughout the country 
and the interest evidenced by large attendance and intelligent in- 
quiries proved the need for an informational approach during that 
period. 

In January 1951 the armed services purchased over 90 percent of 
their requirements by negotiating contracts, usually calling in only a 
few concerns for proposals in connection with each award.2 Many 
small firms which had experienced some degree of success in selling 
to the Government under advertised procedure, following the rules 
explained to them in our clinics and in publications of the three services, 
complained that they were being overlooked entirely and were not 
even being given a chance to bid. One Pennsylvania manufacturer 
of electrical motors who received almost a quarter of a million dollars 
in business from the military during the fall of 1950 under advertised 
bidding said he hadn’t received a single request to submit a proposal 
under negotiated procedure since January 1951. 

It thus appeared that the previous ‘‘information approach”’ to the 
problem of selling to the Government would no longer suffice. It was 
clear to your committee that the small-business man’s major difficulty 
was to “‘get his foot in the door’’ for the first time. A Munitions 
Board witness said on May 7, 1951, in testifying before a joint meeting 
of the Senate and House Small Business Committees: 


* * * 


I am the first to admit it is hard for them to get in, tostart, * * * 


In recognizing this as the first obstacle your committes planned and 
carried out a campaign on three fronts. 


2 Source of authority to negotiate contracts during emergency: 

Sec. 2 (c) (1) of the Armed Services Procurement Act of 1947 (supra) authorizes negotiation of purchases 
and contracts without advertising if “‘determined to be necessary in the public interest during the period 
of a national emergency declared by the President or by the Congress.”’ 

Secs. 302 (a) (b) and sec. 302 (c) (1) of the Federal Property and Administrative Services Act of 1949, as 
amended (63 Stat. 377, 393), contains similar provisions. 

The President’s proclamation of the existence of a national emergency on December 16, 1950 (15 F. R. 
9029), put into operation sec. 2 (ec) (1) of the Armed Services Procurement Act of 1947 which provides that 
contracts for supplies and services may be negotiated without advertising, if determined to be necessary in 
the public interest during the period of a national emergency. 

Executive Order 10210 dated February 2, 1951 (16 F. R. 1049), based on the authority granted to the Presi- 
dent by act of January 12, 1951 (Public Law 921, 81st Cong., which is an extension until June 30, 1952, of title 
II of the First War Powers Act) authorizes the Department of Defense to enter into contracts or into modifi- 
cation of contracts heretofore or hereafter made without regard to the provisions of law relating to the making, 
performance, amendment, or modification of contracts. Advertising, competitive bidding and bid, pay- 
ment, performance or other bonds or other forms of security need not be required. Sec. 16 of the Exectuive 
order provides that nothing therein contained shall prejudice any authority to utilize the provisions of the 
Armed Services Procurement Act of 1947 and regulations thereunder. 

(NotTE.—The armed services apparently have not utilized to any appreciable extent their authority to 
make procurements under the provisions of Public Law 921, 81st Cong.) 
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First, conferences were held with policy-making personnel of the 
Munitions Board and of the Defense Production Administration, and 
these objectives were emphasized for immediate action: 

1. Solicit proposals from new sources in each procurement ac- 
tion and use multiple awards wherever possible. 

2. Utilize negotiation only for urgent and classified procure- 
ments and increase the use of advertised bidding at every oppor- 
tunity. 

3. Release more information about proposed negotiated pro- 
curements and the methods used, so that the small-business man 
can more effectively participate under negotiation in a competi- 
tive manner. 

Second, on-the-spot inquiries were conducted at major procurement 
centers in order to obtain the facts about the manner in which certain 
selected awards under negotiation were made. The theory behind 
this approach was that policy changes enunciated on a high level in 
the Department of Defense would be effective to the small-business 
community only if the men doing the actual purchasing had an aggres- 
sive attitude toward giving the smaller firms an e qual chance to partici- 
pate in all procurements which they were equipped to handle. The 
committee feels that encouragement of this “‘small-business outlook”’ 
ou the purchasing level will achieve far more toward carrying out the 
intent of Congress than any series of fine-sounding policy pronounce- 
ments from top military officials. 

Third, a series of hearings was scheduled. Top policy officials testi- 
fied during the first 2 weeks in May 1951 and outlined major changes 
being instituted to achieve a more equitable distribution of the pro- 
curement dollar. The policy objectives are good. However, doubt 
exists in the minds of the committee members concerning the probable 
effectiveness of the steps outlined because many of the proposed actions 
favorable to small business are not mandatory. They are only recom- 
mended. ‘This criticism will be developed at length in succeeding por- 
tions of the report. 


STATEMENT OF THE PROBLEM 


The chairman of the Senate Small Business Committee opened 
joint hearings on military procurement with the House committee 
on May 7, 1951, with the following statement: 


The purpose of these hearings is to determine whether adequate steps are being 
taken during the present emergency to insure that small business is receiving a 
“‘fair share’’ of the contracts being awarded and to study the problems the small- 
business man faces in his efforts to participate in the defense program. 

Material shortages which followed in the wake of accelerated military procure- 
ment in many cases made the small manufacturer’s plight a desperate one. He 
turned to seek Government contracts as one means of survival. In many instances 
toward the end of 1950, he was achieving some little success in obtaining a share 
of the dollars the Government was spending for procurement. The contracts 
he received were not being awarded him on the basis of his need for business, but 
were coming to him strictly on a competitive basis. 

However, as the small man’s need for DO rated materials increased and as 
Government spending rates rose, his share of the total amount spent appeared 
to be decreasing. Early in 1951 there was an abrupt switch in purchasing methods, 
and the competitive system was no longer being used for a majority of the pur- 
chases. Instead negotiated buying accounted for most of the procurements, and 
the little fellow had to learn all over again how to do business with the Government. 
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He found that the Department of Commerce daily listing of invitations to bid 
was no longer a long list and that the weekly list of contract awards published 
by the Department of Commerce did not indicate to him where he had best turn 
to obtain subcontracts because the value of the awards was no longer published. 

In short, he came to our committees saying that he could not find out what 
was being purchased, and, therefore, that he was in no position to say he was 
being unfairly omitted from procurement activity. He felt that the purchasing 
officers were too busy to give his case more than cursory attention, and that he 
could do little on his own to improve his position under the circumstances. 

The small-business man followed instructions to turn in to procurement centers 
complete data as to his company’s facilities, ability to produce particular items 
and financial rating. Therafter he found that his usual selling methods did not 
suffice. Due to rapidly developing material shortages he could not afford to 
wait until some indefinite future time before he was to be given, for the first time, 
a chance to bid. He asserted that the use of small facilitie Ss apparently had not 
been seriously considered as important to over-all military planners. 

On the other hand we were aware that on December 18, 1950, the Secretary of 
Defense issued instructions to the Secretaries of the Army, Navy, and Air Force 
that efforts should be made to broaden the industrial base of procurement using 
the negotigted method to achieve this end. We feel that enough time has now 
elapsed to permit a fair assessment of the success which can be expected from the 
implementation of that directive. We hope to learn during these hearings the 
extent small business has benefited as the result of this policy. 


PART I 
Munitions Boarp TESTIMONY 


In his testimony John D. Small, Chairman of the Munitions Board, 
reviewed the progress that had been made by the Department of 
Defense in connection with small-business problems. His statement 
showed that during the fiscal year, 1950, $1,310,615,000 or 24.5 per- 
cent of the annual total of prime contracts was awarded to small 
business. During the first 9 months of the fiscal vear 1951 through 
March 31, small business received a total of $3,394,380,000 or 21 per- 
cent of the total awards. 

The Munitions Board pointed out that General Marshall’s directive 
of December 18, 1950, set forth a necessity for “the aggressive en- 
couragement or requirement of subcontracting by prime contractors.”’ 
It was asserted that this policy was being pursued diligently and that 
procurement officers had been directed to take particular account of 
the extent of subcontracting the prime contractor is willing to do as 
one of the factors in the negotiation and pricing of prime contracts. 
Questioning at the hearings established that the execution of this 
policy is in ‘the hands of the contrac ting officer to be utilized effectively 
only so far as the contracting officer is willing or able to obtain com- 
mitments from prospective prime contractors. 


WEEKLY SYNOPSIS OF CONTRACT AWARDS 


One guide to potential subcontracts widely used by small business 
has been the Department of Commerce W eekly Synopsis of Contract 
Awards. This is made up from data furnished the Department of 
Commerce by the various armed service procurement centers. Early 
in 1951, almost coincidental with the switch in purchasing methods 
from advertised bidding to negotiation, the military agencies stopped 
furnishing to the Department of Commerce the dollar value of the 
contracts they had awarded. It was indicated that all contracts 
listed were valued at $25,000 or more but in many instances business- 
men complained that they could no longer intelligently use the weekly 
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synopsis as a source of leads because they were going on too many 
“wild goose chases’? wherein they found that no subcontract work 
would follow the award of the prime contracts. 

During his testumony the Chairman of the Munitions Board and his 
assistants stated that the dollar value had been omitted for security 
reasons. It was brought out that 95 percent of the contracts awarded 
cover unclassified material. The Chairman of the Senate Committee 
pointed out to Mr. Small that another Government agency had con- 
tinued to publish and distribute the dollar value and other details of 
all contracts involving over $10,000. He referred to the Department 
of Labor Public Contracts Bulletin, published weekly (with a l-week 
lag) by the Wage and Hour and Public Contracts Divisions of the 
Department. 

Your committee believes that security certainly is essential, but it 
also feels that too many times there is a tendency to use the broad 
cloak of security unnecessarily with the result of impeding the efforts 
of the small-business man to obtain information which would be 
extremely worth while to him. The situation outlined above which 
was brought to light in the procurement hearings is one such instance. 

The committee is pleased to report that on June 8, 1951, the Muni- 
tions Board restated its policy with regard to public ation of dollar 
value in releasing contract award information for dissemination 
through the Department of Commerce weekly synopses of contract 
awards. The policy, as changed, will require the publication of the 
quantity and of the dollar value of all unclassified contracts from 
$25,000 to $250,000. The quantity and value of individual contracts 
over that figure will not be published, but the fact that they are for 
$250,000 or more is thought to be a sufficient guide to subcontracting 
possibilities for small firms to follow. 

This reorientation of policy will go a long way toward making the 
way easier for the small concern interested in obtaining subcontract 
work. It is a tangible result of the recently concluded hearings of 
your committee. 

The Munitions Board testimony covering what has been accom- 
plished in behalf of small business was based on a statistical analysis of 
the contracts awarded. It did not refer to procedural changes which 
had been placed in effect by the Munitions Board, the operation of 
which could be judged by independent analyses. 

The statistical presentation was not impressive. The figures indi- 
cated that it was only during the month of March 1951 (when small 
business received 25.9 percent of the awards) that smaller concerns 
received more than average attention. They did not reflect the extent 
to which new small suppliers were utilized in accordance with the 
“broadening of the base” policy. 


POLICY CHANGES REVIEWED 


On the other hand, new policy enunciated by the Munitions Board 
and referred to during the testimony of its Chairman seemed designed 
to remove many of the small-business man’s objections to military- 
procurement practices which have been regarded .as discriminatory. 
Among the innovations were: 

The proposed appointment of small-business specialists in each 
procurement office. These specialists are to devote their efforts 
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exclusively to assisting small business concerns in connection with 
military procurement. They are to maintain close liaison with mili- 
tary procurement officers and with representatives of the National 
Production Authority field offices. The hearings disclosed that the 
small-business specialists will have authority merely to make sugges- 
tions to procurement officers and that they ‘will report to the head of 
each procuring activity. To be really effective the committee feels 
these specialists must either have authority to compel action in behalf 
of the small-business man or they should report to some central 
authority outside of the procurement agency to which they are 
assigned. 

The issuance of a directive that certain unclassified proposed 
wakieed procurements be published in synopsis form by the Depart- 
ment of Commerce in advance, similar to the method of publicizing 
invitations to bid under advertised bidding procedure. For security 
reasons only a minimum general description of the item required will 
be published, and quantity in many instances will be omitted ‘when in 
the opinion of the transmitting office the inclusion of such data may 
constitute a security risk.’’ This system, which is designed to inform 
the small businessman of opportunities to bid under negotiated pro- 
cedure, was enunciated by the Munitions Board on May 5, 1951, and 
is to be in effect by June 4, 1951. It lacks many mandatory features 
which the Committee deems essential toward insuring its effectiveness 
for the purpose it was designed. 

3. A revision of the armed services procurement regulations, 
section 3-104, entitled “Aids to Small Business in Negotiated Pro- 
curement.’’ These aids are listed as follows 

(a) Divide negotiated procurement of supplies or services into reasonably 
small lots in order to permit making multiple awards. 

(b) Employ lists similar to the bidders list used in formally advertised pro- 
curements, to uneover small business sources and to broaden the industrial base. 

(c) Employ advance notices, similar to notices in advance of the issuance of 
invitations for bid, to inform prospective small business concerns and others of 
proposed negotiated procurements. 

(2) Employ suitable methods in soliciting proposals where an excessive number 
of potential! suppliers exist. 

(e) Allow the maximum amount of time practicable for preparation and sub- 
mission of proposals. 

(f) Make multiple awards to the greatest extent practicable. 

4, Establishment of a training program for procurement personnel covering 


the problem of small business and the need for broadening the industrial base of 
pets rs. 


Payment of justifiable price differentials in negotiated procurements to 
excsenplich the objective of broadening the base. 


PAYMENT OF JUSTIFIABLE PRICE DIFFERENTIALS 


During the first day of the hearings it became apparent that there 
was an unresolved question between the Department of Defense and 
Defense Production Administration as to the extent to which justi- 
fiable price differentials should be used. The Munitions Board 
Chairman stated that these differentials would be used “to accomplish 
the objectives of broadening the industrial base of suppliers.” He 
said the Department of Defense felt that a recommendation to use 
the price differentials for any other purpose might not be in accordance 
with existing law. The “other purpose” to which he referred was 
Defense Production Administration’s assertion that it should be used 
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during the material-shortage period of stress on smal] business for the 
purpose of making some defense work available to small concerns 
which might otherwise be lost to the economy. This was felt desir- 
able as the DPA Administrator had made a determination that it 
was in the national interest to retain the productive capacity of going 


small companies against the day when they would be needed under 
total mobilization. 


Apparently as the result of the pin pointing this issue received during 
the May 7 hearings, the Administrator of DPA on May 7 directed a 
letter to the Comptroller General of the United States requesting his 
opinion of the legality of using justifiable price differentials for the 
latter purpose. The Comptroller General’s reply under date of 
May 8, 1951, is as follows: 


COMPTROLLER GENERAL OF THE UNITED STATEs, 
Washington, May 8, 1951. 
ActTInG ADMINISTRATOR, 
Defense Production Administration 

My Dear Mr. Grrson: I have your letter of May 7, 1951, relative to the 
modification of procurement procedures in order to save the productive capacity 
of small business for present and future participation in the program which has 
been undertaken to develop and maintain the military and economic strength 
of the country pursuant to the Defense Production Act of 1950, Public Law 774 
approved September 8, 1950. 

Your letter refers to the provisions contained in section 701 of the said act 
setting forth that it is the sense of the Congress that small-business enterprises 
be encouraged to make the greatest possible contribution toward achieving the 
objectives of the act and setting forth some of the things that the President shall 
do in order to carry out this policy. Also, your letter states that, under the 
powers vested in your Administration by the Defense Production Act of 1950 
and Executive Order 10200 dated January 3, 1950, you have determined that the 
productive capacity of the many small plants throughout the country which may 
otherwise be lost due to curtailment of normal civilian production must be pre- 
served. ‘To this end, you have approved a statement of policy entitled ‘‘Procure- 
ment Policy for Small Business’’ and a ‘‘Recommendation for Implementation of 
Basic Procurement Policy.’’ Your letter states that, at the request of the 
Munitions Board, the military departments have adopted regulations designed 
to implement this policy. The statement of policy as contained in the attachment 
to your letter is as follows: 

“The policy for defense procurement should accomplish the following with 
respect to small business: 

“1. Spread available production across as wide a base as is possible by bringing 
into the defense effort on a prime contract, subcontract, or purchase part basis 
every qualified producer who can be used. 

“2. Continuing and increasing effort must be made to search out and use the 
productive facilities of small enterprises for the current procurement program 
of the Federal Government. 

“3. Government must make available to small business, information on require- 
ments so that the small manufacturer will have adequate knowledge of the steps 
required in getting subcontracts from primes, and prime contracts for himself 
when they are within his capacities or abilities. The initiative, however, for 
getting defense work in a small plant rests on the small manufacturer. 

“4. Procurement procedures must be such as to encourage prime contractors 
to bring about the maximum amount of subcontracting with small-business 
concerns. 

“5. DPA must assure itself that these small-business policies are properly im- 
plemented. Education and effective follow-up throughout the entire procure- 
ment function are essential to the program.” 

The letter states the policy which you have adopted and the implementing 
regulations of the military departments contemplate the following procedures 
with respect to negotiated procurement: 

1. The making of awards to responsible concerns other than the one submitting 
the lowest offer, in those instances where the public interest dictates the need for 
so doing, in order to retain in operation existing small-business capacity or to 
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encourage or develop additional small-business manufacturing facilities, partic- 
ularly those removed from the same area in which facilities classed as large 
business are producing or manufacturing similar materials. 

‘*2. The making of awards to responsible concerns other than the one sub- 
mitting the lowest offer, in those instances where so doing will result in prime 
contracts with contractors who will subcontract to small business in the manner 
desired in order to accomplish the objections stated in paragraph 1 above. 

**3. Except where disclosure would be inimical to the interest of the Govern- 
ment, giving the widest possible publicity, including notice through newspapers, 
to requests for the submission of offers, so as to insure the broadest possible par- 
ticipation of small-business firms in the supply of essential materials and services.” 

My opinion is requested as to whether the methods of award of contracts to 
small-business concerns and to other concerns which will subcontract with small- 
business concerns, as described above, are proper under existing law. 

Section 2 (ce) (1) of the Armed Services Procurement Act of 1947, 62 Statute 21, 
referred to in your letter, provides that contracts for purchases and supplies may 
be negotiated by the agency head without advertising as ‘‘determined to be 
necessary in the public interest during the period of a national emergency de- 
clared by the President or by the Congress.’’ It is understood that, pursuant to 
the national emergency declared by the President of the United States on Decem- 
ber 16, 1950, the Procurement Assistant Secretaries of the Army, Navy, and Air 
Force, on December 18, 1950, made determinations in accordance with said 
section 2 (c) (1), that it is necessary in the public interest that purchases and 
contracts be negotiated without formal advertising during the period of the said 
national emergency and authorized the negotiation of contracts and purchases for 
supplies under section 2 (c) (1). 

Section 2 (c) (3) of Executive Order No. 10200 provides that, in carrying out the 
functions assigned to him, the Defense Production Administrator shall: 

(3) Make determinations as to the provision of adequate facilities for defense 
production and as to the procedures and methods followed by executive agencies 
with respect to the aecomplishment of defense-production programs, including 
those with respect to purchasing, contracting, and specifications.” 

In view of the authority vested in the Defense Establishments by the above- 
quoted provision of section 2 (ec) (1) of the Armed Services Procurement Act of 
1947, and of the determinations made by the Procurement Assistant Secretaries of 
the Defense Departments, and in view of the authority vested in you be Executive 
Order 10200, and of your determination that the productive capacity of small 
plants throughout the country must be preserved in order to carry out the pur- 
poses of the Defense Production Act of 1950, you are advised that this Office will 
not question otherwise proper payments under contracts awarded pursuant to the 
procedures quoted above, or to similar procedures where the purpose is to broaden 
and maintain the industrial base of suppliers. It is to be understood, of course, 
that this Office will question and take appropriate necessary action in cases 
coming to its attention of awards which are made by reason of collusion, fraud, or 
favoritism or where there otherwise appears to be an improper exercise of authority 
to negotiate contracts for the purpose set forth. 

Sincerely yours, 
Linpsay C. WARREN, 
Comptroller General of the United States. 


With the policy pertaining to payment of justifiable price differ- 
entials thus firmly established the committee is hopeful that it will- 
be widely used for the purposes it was designed to achieve, i. e., (1) 
broadening the industrial base of suppliers, (2) dispersal of industry 
from a security standpoint, and (3) to retain the productive capacity 
of competent firms which might otherwise cease to exist. The imple- 
mentation of this policy will be carefully followed by your committee. 


2. DereNsE PropucTION ADMINISTRATION TESTIMONY 


Mr. Edwin T. Gibson, Acting Administrator of the Defense Produc- 
tion Administration, said: ‘“The problem of small business is really a 
shortage of materials supply which can, under the dispersal of military 
procurement, only be partially takea care of.’’ He then outlined the 
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things DPA is stressing to help keep small business in business, as 
follows: 

(1) Further restriction on the major consumers of basic materials in order to 
make such materials available to small business; (2) a continued priority and 
directive help by the National Production Authority in all hardship cases; (3) 
direction of military procurement program on a basis that will spread the load 
so far as is practicable by seeking out small manufacturers, encouraging sub- 
contracting, and, if necessary, paying whatever added costs there may be and 
any transportation penalties that may be necessary in order to bring in marginal 
production which would be small producers. ‘ 

Next, set-asides under the controlled-materials plan, when that is put into 
effect, of specific quantities for small business.” 

It was brought out during the testimony of DPA officials that that 
agency had recommended to the Department of Defense ‘‘that each 
service conduct a complete review of its requirements for the purpose 
of designating specific items which are particularly suited to the 
objective of spreading the load, these items to be procured by formally 
advertised, competitive bidding whenever possible.”’ 


NECESSITY FOR CONSTANT REVIEW OF POLICY 


The committee was informed by DPA officials that Mr. Charles E. 
Wilson has insisted on having a comprehensive reporting system which 
will show what is being done with these policies in actual practice. 
The Small Business Executive Committee at DPA is to supervise 
this reporting set-up and will disseminate the reports prepared as a 
result of this follow-up and reporting system. 

In this connection Mr. John C. Pritchard, Chairman of DPA’s 
Small Business Executive Committee, testified that a study had been 
made during April 1951 to determine the completeness of the data 
being furnished businessmen in the Daily and Weekly Synopses pub- 
lished by the Department of Commerce. He said this study indi- 
cated that the details of a large number of the contracts awarded by 
negotiation apparently were not being furnished by the various pro- 
curement centers to the Department of Commerce for inclusion in 
the Weekly Synopsis of Contract Awards. The tabulation made by 
Mr. Pritchard’s committee also showed that there had been an alarm- 
ing decrease in the number of advertised procurements as against 
negotiated procurements, particularly after December 1950. It was 
revealed that the Department of Commerce during the week of 
December 4, 1950, published details concerning 1,603 contracts the 
Army intended to let by advertising for bids, whereas during the 
week of February 12, 1951, there were only 80 proposed advertised 
actions listed for the Department of the Army. 

At various points in the hearings statistics regarding small business 
participation in procurement activities were furnished by the Muni- 
tions Board and the Departments of the Army, Navy, and Air Force. 
It was apparent to the committee that there is a lack of uniformity 
in reporting the use of small firms as new suppliers to the Military 
Establishment. The Army’s presentation reflected some thought 
had been given to the matter, and the Air Force testimony indicated 
it was working on a statistical approach. Vice Adm. A. G. Noble, 
Chief, Office of Navy Matériel, when asked to comment on the degree 
to which the Navy had been successful in using new suppliers for the 
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purpose of broadening the base in conformance with the policy put 
out by the Defense Production Administration said, 


We know we are doingit. It is just a question of counting them up 


The Committee feels that this is the type of undertaking which, for 
the sake of uniformity, could be controlled through the Munitions 
Board. However, the Munitions Board organization as it is presently 
set up does not make provision for a key position to which has been 
delegated the responsibility for taking an aggressive interest in these 
sroblems. During a short period in the spring of 1951 Mr. Frank 
McGregor as a consultant on small business occupied a position where- 
in he was dealing with policy matters affecting small business. During 
the period of his association with the Munitions Board the worth- 
while policy changes, enunciated on April 5, 1951, and outlined during 
the testimony of the Chairman of the Munitions Board, were formu- 
lated. Following Mr. McGregor’s resignation on April 30, 1951, the 
operations and personnel of the Munitions Board, Office of Small 
Business, contracted, until the limited personnel assigned to the 
Office of Small Business as of May 30, 1951, was capable of functioning 
only in the fields of legislative liaison and public information. 

Congress intended that small business should receive a fair share 
of military procurement contracts. Adequate provisions must be 
made from appropriated funds for the employment of competent 
personnel to devote attention to the carrying out of this intent. 
Although the responsibility for procurement rests upon the Procure- 
ment Secretaries, the glaring omission in unified planning for the use 
of competent Munitions Board civilian personnel interested in the 
problems of small business seems a serious matter to the committee. 
The job of reviewing the effectiveness of the Department of Defense 
unplementation of small-business policy should not be handled _pri- 
marily by the Defense Production Administration, but should be 
shouldered by the Munitions Board. 


PRODUCTION POOLS 


The Defense Production Act of 1950 in providing for certain co- 
operative activities in the public interest, as contributing to the 
national defense, contemplated the formation of production pools 
looking toward the greatest possible utilization of the Nation’s in- 
dustrial capacity. The act became effective September 8, 1950. 
Although there was interest evidenced in the pooling idea on the part 
of the various agencies concerned with procurement, it was apparent 
that all steps undertaken toward initiating pooling arrangements 
were accompanied by a great deal of confusion and a lack of leader- 
ship. This is borne out by the fact that only one production pool 
has been certified, that certification having taken place during April 
1951. 

Testimony by Munitions Board and Defense Production Adminis- 
tration officials during the hearings indicated that it has finally been 
determined that the starting place for pooling arrangements shall be 
with the Defense Production Administration. It was also indicated 
to the committee that to assist and guide in the initial stages of pro- 
duction-pool planning the DPA Office of Public Information will 
shortly issue a booklet entitled “Production Pools Under the Defense 
Production Act of 1950.” A review has been made of an advance 
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copy of the proposed publication, and it is recommended by the 
committee as a worth while starting place for any group interested 
in the pooling idea. 

The committee believes that production pooling, either for prime 
or subcontracting, is an effective means by which small-business 
enterprises can compete on an equal basis with larger concerns for 
a greater share of defense work. It is felt that the pooling idea can 
and should be used to achieve a better distribution of awards to 
geographically decentralized areas. Its employment to that end is a 
major interest of the committee. 

During World War II nearly 250 war-production pools received 
Government clearance. Thirty-two of these were certified formally 
by the Smaller War Plants Corporation under Public Law 603, 
Seventy-seventh Congress. It has been estimated that these pools 
secured over $600,000,000 in war contracts. 

The many individual problems of organization, antitrust and 
Walsh-Healey Act clearances, and approval by the Federal Trade 
Commission make the setting up of production pools a most complex 
operation. The utilization of groups of small plants to the same end 
would be more easily accomplished under a Small Defense Plant 
Corporation, such as that proposed in the amendment to section 701 
of the Defense Production Act introduced in the Senate on June 4, 
1951, by Senator Sparkman, Chairman of the Senate Small Business 
Committee, for himself and in behalf of 49 cosponsors. 


3. GENERAL SERVICES ADMINISTRATION ‘TESTIMONY 


The General Services Administration in the procurement field 
primarily concerned with purchasing common-use items and _ it 
utilizes the advertised method to a large degree for this purpose. 
Testimony by Mr. Jess Larson, Administrator of FSA, indicated that 
for the 6-month period ending December 31, 1950, 85 percent of the 
common-use item procurements were handled under the advertised, 
competitive bid method. He said that 46.5 percent of all purchases 
were obtained from small-business concerns, 38.5 percent from other 
businesses, and the remaining 15 percent was accomplished by nego- 
tiated contracts. Mr. Larson said: 

What the small-business man wants and needs and deserves is timely informa- 
tion that will permit him to participate in these programs. That has been the 
nub, so to speak, of programs and procedures which we have issued in General 
Services to carry out the mandate of the Congress in regard to small-business 
participation in Government programs. 

In connection with making multiple awards, Mr. Larson said that 
it is the practice of the General Services Administration, when a large 
number of similar items is to be purchased, to split up the procurement 
into lots. These lots are then purchased on a regional basis. By this 
procedure the procurements are small enough to permit small-business 
participation and because the purchases are made by regions the 
businessmen in the regions have an opportunity to obtain timely 
information about the proposed award, including the specifications, 
basic to preparing a bid. 

Mr. Larson’s testimony revealed that the military is more and more 
calling on the General Services Administration to supply it with 
common-use items. However, this service is rendered on a local re- 











12 MILITARY PROCUREMENT 


quest basis, and the extent that GSA facilities are used rests with 
local military procurement officials. To some degree in purchasing 
common-use items, the military may find itself in competition with 
the General Services Administration for such things as typewriters, 
business machines, paper, cleaning supplies, and furnishings. Addi- 
tional use should be made by the military of GSA as a source of these 
items. This would hold to a minimum possible Government surplus 
of items which are made from critical materials. 


4. DePARTMENT OF THE ARMY TESTIMONY 


Mr. Archibald S. Alexander, Under Secretary of the Army, early 
in his testimony, remarked that the difficulties military procurement 
personnel have ‘in helping the small-business man do not stem from 
any disagreement on basic policy. The difficulties arise when we seek 
tangible benefit to the small-business man by translating the policies 
into action within existing law by procurement officers.” 

The Army has taken five specific steps designed to assist the small- 
business man. These are: 

Publishing the pamphlet, How to Sell to the United States 
Army. 
2. Establishment of an Army procurement information center 
in the Old Post Office Building in Washington, D. C. 

3. Establishment of 28 information offices throughout the coun- 
try containing displays of items purchased, and participation along 
with the Air Force and Navy in prime-contractor exhibits at 
various locations. The first Army participation in the ‘“Subcon- 
tracting clinics’”’, pioneered by the Air Force, took place at Boston 
on May 15, 1951. 

The Committee has received complimentary remarks and some 
constructive criticism concerning the Boston exhibit. In a letter 
from a Massachusetts State official interested in procurement, the 
committee was informed that additions of material pertaining to 
purchasing activities (a) on the part of the Quartermaster, (6) 
by the Medical Services, and (c) of woodwork materials might 
well have been included for the ‘benefit of those smaller concerns 
which might be capable of participating in subcontracts in those 
fields. 

Jewelry manufacturers from Rhode Island testified on May 29, 
1951, that some of the prime contractors they approached for 
subcontract work told them that the items which were on display 
would not be needed until 1953. If these shows are to be effective 
to the full, such occurrences should be held to a minimum. It 
might be noted that a similar complaint reached the committee 
regarding the exhibit of a General Motors subsidiary at the Air 
Force subcontracting exhibit which was held in Chicago a week 
a ‘vious to the Boston exhibit. 

The utilization of synopses of proposed procurements and 
ayanpte s of contract awards, both published by the Department of 
Commerce. The Department of the Army testimony indicated 
an intent to vigorously make use of the publication of proposed 
negotiated procurements which were to be published for the first 
time on June 4, 1951. 

The use of small-business specialists as keymen for seeing 
to it that a maximum number of contracts and subcontracts go to 
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small-business concerns. The Army witnesses stated that 
“the job of these specialists includes searching out small-business 
sources of procurement, reviewing requirements to determine 
those which can be met by small business, advising contracting 
officers regarding the probable competence of small- ‘business con- 
cerns to perform particular contracts, recommending financial 
and other aids, and giving advice on problems which arise during 
performance of contracts. It is the ‘y who must report instances 
in which small business has not been dealt with fairly.’ 

The Army, according to Mr. Alexander, regards the small business 
specialist as having the task of assisting the contracting officer in 
carrying out the policy set by the Munitions Board and the Depart- 
ment of the Army in aid of small business. He is, in effect, from the 
Army’s viewpoint, to see to it that the contracting officer ‘does his 
function in accordance with the directive on small business.”’ 

The committee feels that the introduction of small-business special- 
ists into the procurement offices is indicative of positive thinking on 
this problem. However, it should be emphasized that the procure- 
ment specialists have no real authority, except that implicit in the 
power to suggest steps to the contracting officer. In addition this 
system may prove to a degree ineffectual in that the small-business 
specialists will be reporting to the head of the local procurement 
installation. If the policy of that installation is not aggressive on the 
small-business problem, the procurement specialist has no channel 
opened to him to bring this to the attention of higher authorities 
responsible for carrying out procurement policy. It would seem that 
some provision is desirable for the specialists to report to a central 
point of procurement authority in the offices of the procurement 
secretaries of the Army, Navy, and Air Foree. As the work of the 
small-business specialists is the key which is intended to be used to 
open the door to greater small-business participation in procurement, 
timely action to correct difficiencies in the structure under which they 
will operate is essential. 


STATISTICS PRESENTED BY THE ARMY 


The Army statistics on utilization of new small-business sources 
during the first quarter of the 1951 calendar vear showed a clearer 
present recognition of the small- ieaine ‘ss problem than dia the Air 
Force or the Navy testimony. In January 937 new suppliers wer 
used, of which 747 were small business; in February there were 792 
new suppliers, of which 689 were smal! business. During March 
there were 1,093 new suppliers, of which 885 were smal! business. 
For the first 3 months of the vear 82.2 pereent of the total number of 
new suppliers used were small-business concerns. 

As a corollary, Mr. Alexander pointed out that 72 percent of the 
advertised awards during the first 9 months of the fiscal vear, 1951, 
covering 40.8 percent of the dollar volume of contracts, went to small 
business. Numerically, 75 percent of the negotiated awards also 
went to small business and this represented 27 percent of the dollar 
value of the contracts. The advertised contracts covered awards of 
slightly less than $2 billion, whereas the negotiated contracts during 
the first 9 months of the fiscal vear 1951, accounted for $6 billion in 
contracts. The two charts (exhibits I and Il) emphasize these points. 
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DEPARTMENT OF THE ARMY 


SMALL BUSINESS PARTICIPATION 


ALL SIZE PRIME CONTRACTS IN CONTINENTAL UNITED STATES (FISCAL YEAR 1951) 
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During the testimony by Mr. Alexander, he presented charts show- 
ing the results of an examination made of 13 large prime contracts 
illustrative of the division of work on the prime contracts between the 
prime contractors and subcontractors. An average of the 13 con- 
tracts showed that 27 percent of the final work in dollars was accounted 
for in the prime contractor’s own shop, and that 73 percent was 
passed on to subcontractors. 

In the first tier of subcontractors 21 percent of the 73 percent sub- 
contracted went to large business. In the second, third, fourth, and 
succeeding tiers of subcontractors, small business received 45 percent 
of the remainder which had gone to large business in the first subcon- 
tracting tier. In all, the analysis of these 13 selected prime contracts 
reflected that 58 percent of the dollars went to large business and 42 
percent went to small business. Mr. Alexander indicated that the 
Army is exploring the test-sample method further, and that a report 
on the results will be furnished to the Senate and House Committees 
on Small Business. 

Army testimony indicated that now that the initial impact of the 
Korean situation has passed and the need for negotiated procurement 
as a means of making rapid purchases has somewhat subsided, the 
Department of the Army intends to utilize advertized bids more widely 
in the future. The committee feels this is a desirable outlook as per- 
centagewise and dollar-wise small business has statistically received 
a larger share under advertised bidding. 


GEOGRAPHICAL DISTRIBUTION 


The Department of the Army is the only procurement agency which 
has made any effort to geographically restrict subcontracting to an 
area in which the prime contractor is located. It has not done this 
with respect to all procurement but only with respect to the manu- 
facture of tanks. 

The Army furnished for the use of the Senate and House committees 
a chart reflecting small-business participation, and showing geo- 
graphical distribution by States, of contracts awarded during the 
first 9 months of the fiscal vear 1951. This chart is exhibit IT] 
this report. 
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The second report of the Attorney General prepared pursuant to 
section 708 (e) of the Defense Production Act was issued on April 30, 
1951. This report was strongly in favor of central procurement 
planning and of more aggressive steps in aid of small business during 
the emergency. It criticized the armed services for their failure to 
utilize small business to a greater extent through a centralized pro- 
gram of procurement, stating that at present— 


the base of our industrial mobilization program is being restricted, and we are 
not taking full advantage of our opportunity for industrial growth. 


When asked to comment on this conclusion in the Attorney Gen- 
eral’s report, Mr. Alexander said: . 

Sir, I believe there are things for which we may be criticized, but I do not 
think that the flavor which I got from that report that we are either consciously 
or unconsciously not giving small business a break and that we are not organized 
to give it a reasonable break, is incorrect. 

The committee received the over-all impression from Department 
of Army testimony that the one factor complicating, more than any- 
thing else, translation of policy toward small business into action has 
been the Army’s shortage of qualified personnel to handle contracting. 
With the increase in personnel engaged in procurement activities it 
is apparent that more attention must be devoted by all of the armed 
services to training and indoctrination of procurement people. In 
addition to the technical aspects of purchasing in accordance with 
procurement regulations, emphasis must be placed on the seriousness 
of any failure to provide every reasonable consideration to small 
business suppliers. 

There must be developed an aggressive spirit of carrying out the 
intent of Congress in the procurement agencies at the purchasing 
level. Subsequently this will be reflected in the over-all statistics 
which result from their purchasing activities. The important thing 
is to accomplish this objective without any delay whatsoever. 


5. DEPARTMENT OF THE Navy TESTIMONY 


Under Secretary of the Navy Dan A. Kimball, the Assistant Secre- 
tary of the Navy, John T. Koehler, and the Chief of Navy Material, 
Vice Adm. A. G. Noble, United States Navy, presented the Navy’s 
testimony before the joint committees on May 15, 1951. The over-all 
Navy program was outlined by Vice Admiral Noble, who said: 


The Navv believes that qualified small-business concerns which are aggressive, 
alert, and willing to work and are given a reasonable opportunity to participate 
in Navy procurement, can find a proper place either at the prime contract level 
or perhaps more likely at the subcontract level, and without the crutch of price 
subsidies. The purpose of military appropriations, as the Assistant Secretary has 
previously pointed out, is to provide the means—the men and material—for the 
military security of the Nation. The primary function of procurement is to 
obtain with those appropriations the timely delivery of needed military supplies 
of requisite quality at minimum cost. In the final analysis all other considerations 
must be subordinated to this objective. 

It is recognized, however, that without distorting this objective other con- 
siderations can and are fitted into the primary mission of miiitary procurement 
It is because of this that the small-business problem is constantly in the fore- 
thought of our procurement people. 


This philosophy as developed subsequently by questioning during the 
hearings seemed to the committee members to be to some degree out of 
step with the small business attitude expressed by the witnesses from 
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the Defense Production Administration, the Munitions Board, the 
Army, and the Air Force. There seems to be in this philosophy a lack 
of recognition that a positive approach in aid of small business does not 
require subsidizing, but in many instances may warrant the payment 
of justifiable price differentials. It was remarked at various times by 
several members of the committees during the hearings on procure- 
ment that to achieve the desired result and carry out the intent of 
Congress with respect to small business, the easy way of dealing with 
small concerns desiring to sell to the Government would have to be 
avoided and more effort would necessarily be called for in finding 
means by which small enterprises could become competent sources of 
supply to the services. 

The Navy went to considerable length in its testimony to explain 
something already known to the committees; that is, that the circum- 
stances which are forcing many small firms to attempt to convert their 
production to military items and to become for a time like ‘‘a fish out 
of water” are caused by factors outside the control of the military 
services. Also this testimony emphasizes: 

There is not nearly enough defense business to insure that all small business con- 
cerns desirous of military orders will get them. 

The Navy’s approach to this problem was to attempt 


to alleviate his difficulties by assisting him to overcome his unfamiliarity with 
military products and with the where, when, and how of their procurement. 

This manner of attacking the problem is again utilization of the 
‘fnformation approach.” During the testimony of the Navy repre- 
sentatives they did not put particular stress on the positive steps 
contemplated under the Munitions Board policies initiated April 5, 
1951. These policies were mentioned in passing, but the tenor of the 
testimony was toward giving reasons why there were definite limits 
on what could be done by the Navy toward providing small business 
with a larger share of the procurement expenditures. 

For instance, 4 pages of a 13-page statement were devoted to 
administrative difficulties in supplying competitive bid forms and 
processing advertised procurement actions to logical conclusions. 
Emphasis was placed on the fact that during the emergency period 
the request for formal bid sets on many items listed by the Navy 
in the Department of Commerce Daily Synopsis of Procurement 
Information increased tenfold over the ordinary demand for such bid 
sets. It appears to the committee that this is ample indication of 
the critical state in which small manufacturers are today placed, and 
that, therefore, it is necessary not only to provide information, but 
to take every step possible looking toward the broader spreading of 
the work among the available industrial facilities. 

Admiral Noble’s testimony included the following statement: 

The many requests for bid sets resulting from the publicity which is being given 
to purchases listed in the Department of Commerce Synopsis of Bid Information 
would, if all of these requests were granted, very seriously impede the orderly 
and expeditious placement of contracts. 

The committee has received any number of complaints that bid 
sets, including specifications and drawings, were not available when 
small firms inquired for them, following leads obtained from Depart- 
ment of Commerce releases. The statement quoted just above seems 
to indicate that the Navy has not realized the overwhelming force 
which impels these requests for work in its direction. 
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Another difficulty emphasized by the Navy testimony was to the 
effect that many small concerns do not make the necessary effort to 
determine for themselves what they are best qualified to make, and 
that there is no reason why the small-business man should expect to 
be successful in securing military orders without “‘selling’’ his capabil- 
ities to Government procurement offices. Following these assertions 
the Navy testimony continued to the effect that— 

Through the efforts of industry cooperation officers of the Navy Material 
Inspection Service, and the small business specialists being appointed in each 
major purchasing office, we will shortly be able to give reasonable assistance to 
small manufacturers in helping them to determine for themselves those items 
which they can best manufacture, * * * 

This innovation throughout the entire procurement system is 
definitely needed. One of the difficulties small firms have encountered, 
when faced with converting to war work or ceasing to exist, has been 
their inability to talk satisfactorily and at length with busy procure- 
ment people. The establishment of a central representative to handle 
these problems of small business will certainly be appreciated by the 
business community at large, and it will take a great deal of strain 
from the shoulders of the already overworked, and in many instances 
understaffed purchasing offices. 


NAVY STATISTICS 


The committee believes that more frequent use of advertised bid- 
ding will also help solve this problem. Navy testimony indicated 
that during the first three quarters of the fiseal vear 1951, 8.4 percent 
of all contracts were awarded through advertised bidding and 91.6 
percent of the awards were made by negotiation. The share to small 
business on a dollar basis was 18.1 percent. While the figures are not 
currently available concerning the percentage of advertised procure- 
ments as against negotiated awards during a comparable period of the 
fiscal vear 1950, it has been determined that from guiy 1949 to Mareh 
1950 on a dollar-value basis the Navy awarded 27.7 percent of the 
business to small business. This comparison tndic: siae that, during a 

similar period in the fiseal year 1950, small business received a 9.6 per- 
cent greater share of the dollars spent by the Navy than it did during 
the first 9 months of the current fiseal year. 

One of the reasons for using negotiation to such a large extent was 
to broaden the base of suppliers by selective procurement action. One 
test to determine how successful negotiation has been used for this 
purpose would seem to be a resort to figures indicating the number 
of new sources thus utilized. The committee feeis that in imple- 
menting any important policy, it is essential that means be available 
to judge the effectiveness of the implementation. Certainly the 
broadening of the base policy is sufficiently important that some valid 
check on the suecess in carrying it out be set up. The lack of uni- 
formity between the various services in this regard was noted during 
the hearings. 

SUBCONTRACTING 

The committee was interested to learn that the Navy has instructed 

its procurement people as follows: 


Effective immediately, all requests for proposals looking to a fixed-price type of 
contract or amendment thereto, including maximum price, flexible price, or incen- 
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tive types, should include the following language: ‘“‘You report that, if awarded 
this contract, you will place with organizations not affiliated with you subcontracts 


and purchase orders under this contract aggregating dollars, 
which is - percent of your estimated cost of performing this contract 
and that you estimate that at least percent of said dollar amount will 


comprise such subcontracts and purchase orders with small business concerns 
(herein considered to be any concern which, including its affiliates, employs in the 
aggregate fewer than 500 employees).”’ 

Air Force representatives testifying before the committee stated 
that each Air Force contract contains the following subcontracting 
provision: 

It is mutually understood and agreed that the policy of the Government as 
declared by Congress in Public Law 413, Eightieth Congress, is to bring about the 
greatest utilization of small plant facilities which is consistent with efficient 
production. The contractor agrees to accomplish the maximum amount of sub- 
contracting to smaller plants that the contractor finds to be consistent with the 
efficient performance of all of the obligations undertaken by this contract. 

The committee believes that the strongest possible uniform pro- 
visions should be included in prime awards to insure that subcon- 
tracting to the greatest practicable extent will follow the award of 
prime contracts. To this end one of the recommendations of this 
committee will be that representatives of the three procurement 
Secretaries consider this matter immediately. 


6. DepaARTMENT OF THE AIR Force TESTIMONY 


Under Secretary of the Air Force Hon. John A. McCone, accom- 
panied by Brig. Gen. H. A. Shepard, Director, Procurement and 
Engineering, and Mr. J. Kennard Weddell, special consultant on 
small! business to the Deputy Chief of Staff, Matériel, presented the 
Air Force testimony to the Senate and House Smal! Business Com- 
mittees. 

While the Departments of the Navy and of the Army have their 
procurement organizations set up on a decentralized basis, the De- 
partment of the Air Force makes most of its purchases through the 
Air Matériel Command at Wright-Patterson Field, Dayton, Ohio. 
By virtue of the armed services’ policy of using single service pro- 
curement for many items, such as clothing, shoes, subsistence, petro- 
leum, ete., much of the equipment used by the Air Force is actually 
procured from manufacturing concerns by the Army and the Navy. 

In presenting statistics regarding the use of small business by the 
Air Force, it was pointed out by Mr. McCone that the preponderance 
of its purchases include aircraft, engines and devices which require 
manufacture necessarily by concerns employing more than 500 people. 
On the other hand the committee was interested in obtaining details 
which would indicate the extent to which the Air Force has utilized 
small business and the future plans it has to increase small business 
participation in Air Force procurement. The committee independ- 
ently looked into certain segments of Air Force procurement activity 
with the thought of making constructive suggestions pin-pointing 
areas in which concentration on improvement would bear the most 
fruit. 

AIR FORCE STATISTICS 


Air Force testimony revealed that the Central Procurement Head- 
quarters at Wright Field during the first quarter of 1951 carried out 
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4,828 purchase actions amounting to $2,439,310,000. Two thousand 
four hundred and eighty-one of the contracts awarded at Wright 
Field went to small business and involved an expenditure of $237,- 
089,000 or 9.7 percent of the dollars spent. Large concerns received 
90.3 percent of the total monetary outlay. 

The Air Force pointed out that during the years 1942, 1943, and 
1944 of World War II it purchased only 4.5 percent of its material 
from small business concerns and that during the last quarter of 1950 
its experience showed 6 percent purchased from oul firms. Data 
available to the committee covering the period from July 1949 to 
March 1950 reflected that 7.4 percent of the procurements were placed 
with small business firms during that period. This trend is promising 
but the committee believes a much better showi ing can be made. 

During January and February of 1951 there was a stepping up of 
activation of the Air Force field installations. This activity resulted 
in a considerable number of local purchases by the 102 field installa- 
tions of the Air Force. During this period there were 61,305 local 
purchase actions or 72 percent by number which went to small busi- 
ness. There were 23, 502 or 28 percent of the purchase actions which 
went to large companies. 

In dollar value $30,453,000 or 70 percent of the money spent locally 
went to small concerns and $13,279,000 or 30 percent went to large 
concerns. 

The Air Force representatives said that they were attacking the 
small business problem from two directions. They are endeavoring 
to make more prime contracts available to small business concerns, 
and they hope to obtain, through encouragement of the widest sub- 
contracting possible, dispersal of industry and avoidance of large 
concentrations of people working in aircraft plants. 

With respect to the first objective the Air Force feels it has made 
considerable progress. Small-business specialists are already func- 
tioning in every Air Force Procurement Office. The Air Force has 
six procurement districts located at Boston, Chicago, Detroit, Fort 
Worth, New York City, and Los Angeles. Each of these districts 
have regional offices, numbering in all 34. The small business spe- 
cialist in each regional office is responsible to the District Office, 
Small Business Director. There is a staff of small-business specialists 
in operation at Wright Field, and the over-all supervision of carrying 
out the small-business policy rests with Mr. J. Kennard Weddell, 
Director of the Office of Small Business in the Office of the Deputy 
Chief of Staff of Matériel in Washington. 

The Air Force’s organization to attack the small-business problem 
seemed to the committee to be well planned and to indicate an aware- 
ness of the magnitude of the problem. The recent selection of Mr. 
Weddell, who had extensive experience with the Smaller War Plants 
Corporation, indicates that the small-business policy will receive 
sympathetic implementation from the Air Force. 

An encouraging sign in this direction was Mr. McCone’s statement 
in speaking of the Air Force plan, when he said: 

It was in the interest of following this in detail that we established this organ- 


ization. * * * So often good ideas die, because they are not monitored 
carefully. 
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Exhibit IV shows a statistical study which was made of prime con- 

tracts awarded by the Air Force during the fiscal year 1951. 

Exuisit IV 
Prime contracts and purchase orders placed, not including interdepartmental and 
interservice procurement 
{In thousands of dollars] 
PROCUREMENT DIVISION, AIR MATERIEL COMMAND 

Jan., Feb., Mar. 1951: 
Total, large and small concerns: 

Advertised -_-_- 


Negotiated _. 
Small concerns only: 


_ 


, 230 : 7 $46, 941 7 ai 
,598 4,828 100% 2,392,369 $2, 439,310 100% 


- 


Advertised : 824 ‘ 23,288 . 7 
Negotiated _____ __- peau) | Oe ee 51% 213, 801 237, 089 9.7% 
Oct., Nov., Dee. 1950: 
Total, large and small concerns: 
Advertised 1, 067 Ps : 31,143. 
Negotiated 1,911 2,978 100% 856, 098 887, 241 100% 
Small concerns only 
Advertised : ‘ A ince tlt 764 S - 17,114 =e 
Negotiated ‘i ; 1,001 1,765 59% 40, 553 57, 667 6. 6% 
July, Aug., Sept., 1950: 
Total, large and small concerns: 
Advertised ___. Siets oeidnbanded . 169 . . 6, 631 ; 
Negotiated. ____- : ee i -- 1514 1,683 100% 1,206,035 1, 212, 666 100°% 
Small concerns only 
Advertised i cane ; 2, 687 ceil 
Negotiated eae woe 759 . 862 50% 73, 665 76, 352 6.4% 


LOCAL PURCHASES OF AIR FORCE INSTALLATIONS (102) IN CONTINENTAL UNITED 
STATES 
Jan. and Feb. only, 1951: 
Total, large and small concerns: 


Advertised __- 3,492 - aa $9, 512 

Negotiated - 81,215 847,07 100% 34, 238 $43, 750 100% 
Small concerns only: 

Advertised ___- bieed a. . 2708 ; 6,763 - : , 

Negotiated ___- citelehqvaieialaghaa .. 58,502 61, 205 72% 23, 690 30, 453 70% 


Oct., Nov., Dee. 1950: 
Total, large and small concerns: 


Advertised. i ae 5, 958 ; a: 11, 697 cilia 
Negotiated wa -n2-2- - ------ 94,487 100,445 100% 20, 140 31,837 100% 
Small concerns only: 
Advertised... __. ‘ a a 4, 482 a a > ue 
Negotiated sateahans ; ...-- 66,682 71, 164 61% 12, 075 20,276 63.8% 
July, Aug. Sept. 1950: 
Total, large and small concerns 
Advertised_ 7 a . 3,003 ee 5,831 ... ee ee 
Negotiated_._. . a : . 80,685 83,688 100% 15, 761 21, 592 100% 
Small concerns only: 
Advertised __. capaod ee tS ; 3,873 . allimniaes 
Negotiated. : ~tibnosmighnei ay aae eau {9% ¥, 065 12, 938 0% 


In preparation for the hearings the committee staff had occasion 
to look into certain procurement actions handled by the Ground 
Equipment Unit, Organizational Branch, Procurement Division at 
Wright Field. For the most part the items purchased by this unit 
lend themselves to small business manufacture. At the committee’s 
request for specific information, the Air Force compiled statistics 
covering all awards made by the Ground Equipment Unit during the 
month of March 1951. An analysis of this study indicates to the 
committee that additional attention is necessary, looking toward 
a greater spreading of the work among small business concerns in 
conformance with the policy of broadening the base of industrial 
suppliers. 

Seventy-two awards were made by that unit during the month 
of March 1951. Seventy-one or 98.7 percent were accomplished by 
negotiation and covered an expenditure in excess of $30,000,000. 
One award representing 1.3 percent of the procurement actions was 
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made under advertised bidding procedure and resulted in an expendi- 
ture of $1,561.92. 

Of the 71 awards by negotiation: 1 source was utilized in each of 53 
awards; 2 sources were utilized in 5 awards; 3 sources were used in 
1 award; 5 sources were used in 2 awards, and more than 10 sources 
were used in 10 awards. In the 1 award by competitive bidding 
287 invitations were sent out. 

The Air Force in supplying this data stated that in many of the 
instances where only one source was called upon to submit a proposal, 
the items being procured were identifiable only by manufacturer's 
part number or were follow-on procurements of development items 
presently under contract for which no specifications or other procure- 
ment data were available. The committee felt that with additional 
attention a greater spread of the work could have been accomplished. 
Certainly sole source purchases are to be avoided whenever possible, 
and by causing a review to be made on a spot-check basis, the com- 
mittee feels that it has graphically called to the attention of the Air 
Force an area in which great improvement is needed. 

In this connection the Air Force has assured the committee that it 
intends to use the advertised method of placing contracts wherever 
time will permit. 

ONE CASE REVIEWED 


The committee heard testimony on a number of specific cases 
involving complaints from individual small-business men. One of 
these cases required 2 days of hearings. May 23 and 24, 1951, were 
devoted to the investigation of the manner in which the Air Matériel 
Command at Wright Field had handled a procurement involving 105 
mobile water demineralizers. ‘The hearings followed a preliminary 
inquiry by the committee staff. A summary of the facts in that 
ease is being set out in this report as it is believed this case is repre- 
sentative of what can be accomplished by attacking the problems of 
small business at the purchasing level. 

During November 1950 the General Filter Co., of Ames, Iowa, was 
the low bidder under formal bidding procedure for a contract to 
manufacture 105 demineralizers for the Air Force. Its bid of $348,591 
was low by some $61,000. After repeated delays the lowa company 
was finally denied the contract on January 2, 1951, on the grounds 
that it did not have adequate manufacturing facilities, adequate 
testing facilities and because its bid was too low and would put 
performance of the contract in jeopardy. The contract was subse- 
quently awarded, through negotiation, to a Nebraska concern which 
had developed the item under the only previous procurement. 

A review of the procurement records and testimony of personnel 
of the Air Force who had handled this case showed clearly a lack of 
coordination between several segments of the Air Force organization 
interested in the procurement. 

An Air Force inspector at Chicago alleged that the item described 
in the specifications attached to the invitation to bid had called for 
construction of a demineralizer previously found by Air Force testing 
to be inadequate. Although this conclusion was reached during a 
preliminary inspection survey by the Chicago Air Force office in 
early December 1950 it was not immediately ‘called to the attention 
of Wright Field officials. Instead, the Chicago Air Force office made 
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& comparison survey between the facilities of the low bidder and of 
the Nebraska concern, present maker of the item, which had been 
second low bidder, as to which company could best produce demineral- 
izers such as the Nebraska concern was already manufacturing under 
the improved specifications. 

It was on the basis of this survey that the lowa company was 
recommended unfavorably, although the lowa company had had no 
knowledge that the specifications upon which its bid was based were 
alleged to be outdated. As a matter of fact the Wright Field buyer 
who reviewed the inspection report testified that he regarded it as a 
comparison survey which did not state that the lowa concern could 
not manufacture the item it bid on at a profit, utilizing its present 
facilities. However, the Air Force office at Chicago subsequently 
stated to Wright Field that the Iowa company should be considered 
unqualified and on the basis of this statement the procureme _ officer 
at Wright Field rejected all bids and negotiated only with the Nebraska 
concern. 

Other original bidders were not given an opportunity to participate 
in the negotiations and the contract, as finally granted to the Nebraska 
concern, provided for 8% percent profit, whereas a previous profit 
of 7 percent had been considered normal and sufficient. The contract 
price, raised in part by rising material costs, was set at $422,000 or 
approximately $73,409 more than the lowa company’s original bid 
price. 

One original bidder who was not permitted to negotiate was mis- 
takenly advised by Wright Field personnel that the Nebraska com- 
pany was the sole company permitted to negotiate because it was the 
only concern which had produced a ‘“‘qualified product.”’ At the time 
of the negotiation the demineralizer was not on the qualified product 
list. 

Air Force procurement personnel indicate the many errors com- 
mitted in handling this procurement resulted from overload on 
purchasing officers, absence of accurate system of checks to determine 
that current specifications are issued with invitations to bid, and 
failure of the procurement system to place responsibility for bringing 
errors made to the attention of responsible officials. 

The Department of the Air Force made a thorough investigation 
of the manner in which this procurement was handled ard Brig. Gen. 
H. A. Shepard, speaking officially for the Air Force, testified before 
the committee as follows: 


We have determined by an independent examination of properly authorized 
personnel that there was no irregularity as regards behavior or intent of the 
people participating in this particular procurement. 

On the other hand, however, with respect to the manner in which the pro- 
curement was handled, we have reached the conclusion upon review by properly 
authorized personnel at higher echelons in our procurement organization that 
an error in judgment has occurred, and that the General Filter Corp., as of the 
present time, appears capable of undertaking a procurement of the character 
which was denied them. 

We therefore feel that we have learned the lesson that we must be even more 
careful than we have tried to be heretofore in the selection and training of our 
personnel in order that they will be better qualified and better able to render 
what we consider correct judgment in each individual case. 


The committee has found that the result of the mishandling of the 


demineralizer award was (1) the loss of the contract to the low bidder, 
(2) embarrassment to his company through unfavorable publicity, 








96 MILITARY PROCUREMENT 


(3) failure of the Air Force to broaden the base of procurement for 
this item, and (4) higher cost to the Government for the units finally 
contracted for. 

This short review of this case does not mention the many rebuffs 
which were experienced all along the line by the low bidder. At one 
point he felt, with some justification, that his company was being dis- 
qualified because it lacked the necessary facilities before any Air 
Force inspector had visited the company premises. 

The committee feels that the inept handling of this matter, par- 
ticularly by the Air Force inspection personnel at Chicago, warrants 
a demand for strong administrative action and for a continuing close 
review of the activities of that office, as well as much closer super- 
vision of the conduct of business in the Procurement Division at 
Wright Field. 

SUBCONTRACTING CLINICS 


The Air Force has taken the most outwardly aggressive steps of all 
of the services to encourage a greater degree of subcontracting. By 
virtue of its peculiar requirements it was quick to realize that this was 
the best method it could use to achieve a wide distribution of its pro- 
curement dollars among small-business concerns. 

The committee regards as most promising the plan initiated by the 
Air Force of holding so-called subcontracting clinics. This plan in- 
volves enlisting large prime contractors to come together in a locality 
for the purpose of exhibiting jointly parts and pieces which are com- 
ponents of the product they are manufacturing under their prime con- 
tracts with the Air Force. Small potential subcontractors are invited 
to come to the exhibition and look at the components the manufacture 
of which the prime contractors wish to subcontract. At that time 
representatives of the prime contractors are present to discuss the 
operations necessary to manufacture the parts and to provide other 
information to prospective subcontractors. Provisions are made for 
concerns interested in subcontracting to describe their facilities, know- 
how, and financial situation to the prime contractors’ representatives. 
All of this, of course, looks toward a wider spread of the work immedi- 
ately among capable small concerns. 

The Air Force’s first exhibit was held at New York from February 
19 to March 3, 1951. The result of this first subcontracting clinic are 
evidenced in exhibit V. 

Exuisit V 


FIRST RESULTS OF N. Y. EXHIBIT 
Hretp New York Ciry, Fer. 19-Mar. 3, 195) 


32 large air force prime contractors exhibited; 4,560 small plants represented by 
visitors 


Letters from these small plants received by April 15th showed: 
36 had already received 39 sub-contracts. 
109 additional plants reported negotiations in progress. 
1,104 said they had developed valuable contacts. 
1,095 reported no beneficial results, but, of these, 875 said they would be 
back for the next exhibit. 
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Subsequent subcontracting clinics were held at Chicago, April 30 
to May 9 and at Boston from May 15 to 18. 

Future exhibits will be held as follows: 
San Francisco, June 11 through 14. 
Seattle, Wash., June 18 through 22. 
Fort Worth, Tex., June 25 through 30. 

In a discussion of the Department of the Army testimony at a 
previous point in this report, some criticism was advanced of the 
subcontracting shows. However, the committee is of the opinion 
that they are definitely worth while and are obtaining good results. 
the other branches of the armed services were sufficiently impressed 
with the success of the Air Force exhibits in New York and Chicago 
that these clinics have now become joint armed services clinics, 
wherein prime contractors of the three services join to bring their 
exhibits to various sections of the country where subcontractors may 
be found. 

The Department of Defense has presented figures to show that the 
small business concerns are receiving 40 percent of the prime con- 
tracts awarded for things they are capable of manufacturing. An 
effort is being made to broaden small business participation in defense 
production through using small business facilities as subcontractors 
to large concerns which have defense orders. The difficulty during 
this gray mobilization period is that the large prime contractors have 
not reached a point in their production wherein they need the maxi- 
mum number of subcontractors. It will be 1 or 2 years in most cases 
before the large contracts now being let are under a full manufactur- 
ing head of steam. It is the interim period, now being experienced, 
which causes anxiety and discouragement to the small-business man. 
The solution during this period rests, in part, in removing this dis- 
couragement through positive steps to see that the small man receives 
an even greater share of prime awards covering the items he is quali- 
fied to manufacture. 

The Department of Defense now has what could be the correict 
approach to the small-business problem in utilizing the small-business 
specialists. However, their efficacy will depend upon the independ- 
ence of action the specialists are permitted to use in seeking out the 
roadblocks to small business’ greater participation in procurement, 
and upon the effective backing to their suggestions for removal of 
these blocks. 


CERTIFICATE OF Necessity PROBLEM 


The committee found during the hearings that the problem of 
obtaining a maximum amount of subcontracting for small firms has 
a direct relationship to the policy of granting certificates of nece ssity 
for the expansion of productive facilities. Without exception the 
procurement secretaries of the Army, Navy, and Air Force asserted 
that they were carefully reviewing all certificate of necessity appli- 
cations and that they were approving no applications for facilities to 
manufacture finished products where there were existing plants which 
could be used on a subcontract basis. 

It was encouraging to hear Acting Defense Production Adminis- 
trator Edwin T. Gibson state that only a small percentage of cer- 
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tificates of necessity have been granted for the construction of finished 
products plants, and that the attitude of DPA in the matter of both 
loans under section 302 and certificates of necessity for accelerated 
depreciation has been resistive to the expansion of fabricating and 
processing facilities. On the other hand the committee was told that 
the Defense Production Administration has encouraged expansion for 
the production of materials and that the great preponderance of 
certificates of necessity thus far granted have been in the basic pro- 
duction industries. 

There is a huge backlog of applications pending. As of May 25, 
1951, 9,153 applications had been referred to DPA by delegate 
agencies. One thousand five hundred and seventy had been approved, 
502 were denied, and 7,081 were still pending. Because of this 
backlog, NPA, one of the delegate agencies refused to take any more 
applications after June 15, 1951—until the backlog has been reduced. 
The Petroleum Administration for Defense has not been taking any 
new applications for some time because of its backlog. As of June 8, 
1951, 1,766 certificates of necessity had been granted totaling a dollar 
volume for rapid amortization of $6,158,385,156. An independant 
check by the committee staff revealed that of the first $4 billion in 
certificates granted only $201 million went to small-business concerns, 
a mere 5 percent of the total dollar write-offs permitted. 

As usual, the small-business man was pretty much left at the post. 
When it became possible under the law to file for certificates of neces- 
sity the small firm was at a disadvantage in not having available to 
him the legal, accounting, and information facilities which many large 
firms have and therefore the small man found that his application for 
a certificate, when filed (if accepted at all), was far down the line and 
that it would have to wait until the early applications were processed 
prior to receiving attention. 

The many abuses in the administration of the certificate of neces- 
sity program are being investigated by the congressional Joint Com- 
mittee on Defense Production, and the Senate committee will con- 
tinue to refer to the Joint Defense ‘Watchdog Committee”’ all infor- 
mation pertinent to its study of the manner in which the tax amortiza- 
tion provisions of the Defense Production Act are being handled by 
the Defense Production Administration. An example of such infor- 
mation is contained in the following excerpt from a letter written by 
an Indiana small manufacturer: 

* * * Qn the second trip, after spending considerable time, we were again 
given the same story in a very sympathetic way but were advised to contact the 
present suppliers in an effort to do some subcontract work. We were given the 
ames of three and were advised that they were having trouble meeting delivery 
schedules. 

This was the best news we had. We contacted the suppliers immediately; 
and, after 30, 60, and 90 days, we were advised that they did not expect to sub- 
contract any work unless their schedules became heavier, at which time they 
would be pleased to contact us. They also stated that this was very indefinite 
because, due to the size of their organizations, they could place overflow produc- 
tion in their different plants and divisions. This is only natural, is to be expected, 
and no criticism—But! 

Here is the thing that hurts. 

Two of the prime contractors applied for plant expansion on certificates of 
necessity and were granted the privilege of amortizing a very substantial amount 
of the total in 5 years and probably even borrowed the money from RFC, After 
the emergeney, the plant will have this expansion entirely written off and charged 
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to we taxpayers so that they can produce peacetime products at a much lower 
cost and make it impossible for us to compete with them. 

What is the solution? You probably already have it, but may I make my 
humble observation? 

If it is necessary and expedient, as we are told, to give all large prime contracts 
to big business—and perhaps it is—every prime contract should make it mandatory 
to subcontract a certain percentage of it unless the prime contractor can show good 
and valid reasons to the contrary. 

No prime contractor should be permitted to expand his plant facilities at the 
expense of the taxpayers—that is, the 5-year amortization plan—unless he 
prove that it is impossible to subcontract the work requiring these facilities. 

To date, $5,394 million of expansion on certificates of necessity have already 
been granted. This not only requires a lot of scarce material but would also 
permit the prime contractor to pay a subcontractor a little higher price and still 
save the taxpayers a lot of money. 

Under present conditions, the subcontractor must quote a price lower than 
the prime contractor’s cost to even be considered. The subcontractor should be 
entitled to a higher price because, as a rule, he operates in a plant financed by 
private capital and he has certain fixed carrying charges that must be included 
in his cost. 

Most of the large prime contractors bought large Government plants from 
the war surplus at 10 to 15 cents on the dollar after the last war; and they 
borrow money at a lower interest rate so that, proportionately, their 
charges are not so great. 

In a good many cases, the Government has given the large prime contractor 
a negotiated development contract to make the items which the small contractor 
must now develop and produce at his own expense before the Government agencies 
will even consider him. 

This perhaps sounds like a lot of complaining; but please be assured that we, 
as small-business men, are not looking for any thing on a silver platter, as we 
are not accustomed to it. We like the American way of life and free enterprise, 
but we must keep it straight and give everyone an equal chance, or there will be 
a lot of floundering small businesses after the CMP goes into effect unless some- 
thing is done and done quickly. 

I know you are interested in our problems and can best cope with them when 
vou are familiar with the facts. Uncle Sam definitely has the small-business 
man at stake. He cannot afford to jeopardize nor lose him, as, after all, he 
still the backbone of this great Nation. 
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PART II 
DIFFICULTIES IN OBTAINING CONTRACTS 


Your committee has compiled the following outline which indicates 
the major points of complaint having to do with the problem of 
getting the first contract. This outline is set out herein with the 
thought that through publication of these complaints some effective 
steps may be taken toward eliminating their causes. 


I. PROBLEMS INCIDENT TO BEING CONSIDERED AS BIDDER 


A. Negotiated procedure now accounts for about 90 percent of pur- 
chases and small firms complain of following deficiencies in 
procedure: 

Although it is sometimes difficult, it is possible to get on list 
of suppliers; no regulation requires rotation of list, so 
that all firms on the list will receive requests for proposals 
and a chance to bid for the first time. 

2. Prospective bidders cannot find out what items are being 
purchased and thereby be in a secure position to com- 
plain that their firm is being discriminated against. 
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3. Buyers have the power to decide who will be permitted 
to submit proposals. 

a. Exercise of this power is certain to be influenced by 
requirement that contract be let within short 
interval of time following receipt of request to 
purchase. 

b. Efficiency of buyer is judged by rapidity of letting 
of contracts and buyer, therefore, goes back to 
same sources; thus eliminating new sources and 
restricting number of companies contacted for 
proposals. 

4. By being permitted to limit persons to bid, buyers can 
control who gets awards, and in many instances only a 
sole source is used for procurement of the same item ou 
many procurements. 

5. Overload on buyers does not permit them time to talk 
properly to prospective contractors. This results in 
poor public relations. 

6. Some procurement officers are limiting proposals to those 

firms on the industrial mobilization list. 

. There does not seem to be an aggressive attitude on the 
part of the armed services to determine what items small 
manufacturers are capable of making for them. The 
items are classified by use for which they are intended, 
rather than by the type of operation required to manu- 
facture the items. Little, if any, assistance is available 
to small-business men at procurement offices to assist in 
determining from a production basis which of the thou- 
sands of items the companies can manufacture. 

B. Formal advertising procedure has presented a number of mechan- 
ical difficulties which the small-business men feel could be done 
away with by adequate advance planning. 

Bid invitations are often drafted, so that smaller firms do 
not have an equal chance of meeting bid requirements. 

a. Delivery schedules are unreasonable. 

b. Specifications sometimes call for unusual and appar- 
ently unnecessary refinements to standard-use 
items. 

“Or equal’ items are overworked. 

d. Large procurements are not frequently enough 
broken up into lots. 

2. The purchasing agency does not properly anticipate the 
demand for invitations to bid. 

a. Usually 350 copies of invitations are printed, 
resulting in only about 50 available sets for dis- 
tribution to bidders; remainder going to district 
offices, etc., all being in triplicate. 

b. Sufficient numbers of specifications and available 
drawings are not prepared. 

. In answering inquiries for bid information, cursory 
form post “cards and letters are utilized, resulting 
in complaints against the services to the effect 
that opportunities to bid are denied. 

3. More time to submit bid should be allowed in nonurgent 
procurements. 
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C. Information available as to where and when items are to be 
purchased has not been adequate. 
1. Under competitive bid procedure: 

a. Department of Commerce daily synopsis of procure- 
ment action is good—but too slow to be of value 
in many instances. 

b. Private bid information services utilize Depart- 
ment of Commerce releases to get information 
directly to manufacturers quickly. 

2. Under negotiated procedure information system is inade- 
quate. 

a. No provision for publicizing procurement intentions. 

b. Manufacturers cannot arrange with local buyers to 
be notified of impending negotiated procurement, 
unless buyers intend to utilize their facility. 


Il. PROBLEMS ARISING AFTER BID IS SUBMITTED 


A. Under negotiated procedure: 

1. If firm’s bid is away out of line, it would help small con- 
cerns to be advised without delay they are not being 
considered, so that the capacity of their plants could be 
committed to another proposal. The time element in 
making a negotiated award sometimes extends over 60 
days. 

2. Some procurement branches will not release to unsuccessful 
bidders the price which they paid for articles purchased 
from the successful bidder. As a result, companies can- 
not tell how far out of line they were. 

3. In the event company’s proposal rejected as unresponsive, 
procurement officers have declined to discuss fully 
reasons for such rejection. 

4. Location of small business at a point out of usual industrial 
areas requires that cost of freight of raw materials be 
computed in bid price. Companies complain no differ- 
ential allowed in considering bids of these concerns, even 
though policy of disbursement of industry is said to be 
important. 

5. Planned geographical distribution is not a factor in making 
awards in enough instances. 

‘B. Formal procedure (advertised bidding): 

1. Use of outdated specifications quite ofter causes all bids 
to be thrown out and new bids solicited. This type of 
delay ties up facilities of small concerns unreasonably 
long in anticipation of one award. 

2. Procurement officers are unable to take time to inform 
unsuecessful bidder as to where his company stood in the 
bidding. 

3. Small companies object that they are not allowed sufficient 
time to arrange financing. satisfactory to contracting 
officers. 
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CONCLUSIONS AND RECOMMENDATIONS 


Since Korea, the complaints of small-business men against the pro- 
curement practices of the Department of Defense have fallen upon 
this committee with metronomic regularity. It became quickly ap- 
parent that revolutionary changes would have to take place in two 
vital areas before small business could hope to be geared into our de- 
fense mechanism on any meaningful scale. 

The first necessary improvement involved the question of attitude. 
In a small-business sense, it was necessary to make “true believers”’ 
of Pentagon policy-molding officials. In the early post-Korean 
months, it was evident that their approach to the whole small- 
business problem was one of fingers-crossed laissez faire. Nega- 
tivism was rampant. In fact, considerable energy was spent in search- 
ing for reasons purporting to show that our smaller production facilities 
were not really entitled to a larger share of defense business. 

Under constant pressure, however, this procurement royalism began 
to recede and more economically democratic patterns emerged. The 
committee is pleased to report that in the basic matter of attitude, top 
procurement officials now seem to recognize that a strong small- 
business segment is essential to the over-all health of our economy. 

The extent to which this new topside procurement philosophy has 
filtered down to the lower buying levels is still uncertain. Most 
certain, however, is the fact that since Korea the extent of small- 
business percentage of contract dollars going to small business under 
our industrial mobilization program has declined. 

This general point was brought out in May during the hearings on 
procurement held by your committee. Mr. John D. Small, Chairman, 
Munitions Board, stated: ‘‘I point out that the small-business program 
has still far to go, within the Department of Defense, but it is picking 
up speed and is getting somewhere.’ 

A committee member observed at this point that it was hardly 
“nicking up speed” when a 24-percent dollarwise share in the first 
6 months after the outbreak of war in Korea dropped over the seventh 
and eighth month to 21 percent. 

Secondly, your committee is obliged to call attention to the axiom 
that good intentions, unaccompanied by action, become mere window 
dressing. That this should not be the case in the present instance will 
require dogged determination by the armed services to carry out in 
their daily operations the statements of policy which have been so 
amply set forth. Possibly restrictive of the achievements of these 
objectives is the wide latitude of judgment reposing in innumerable 
contracting officers in the field. 

Without attempting to prejudge the results to be obtained from the 
procedures adopted in carrying out the military’s small-business 
policy, the committee, in this report, has variously commented upon 
the failure to make mandatory many steps in aid of small business. 
It is believed that there will be as many ways of carrying out this 
policy as there are procurement installations and that the lack of 
uniformity in the application of these policies may, in many instances, 
result in little or no real benefit to small business. 

Recognizing that there is almost inevitably a gap between intent 
and accomplishment, the full membership of your committee has 
proposed an amendment to the Defense Production Act of 1950, the 
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effect of which would be, if adopted, to create a single agency, within 
the Federal establishment to safeguard and to promote the interests 
of all small business. * 

Until the time when such legislation may be enacted, however, 
there are definite steps which the De partment of Defense can and 
should take to make needed improvements in the position of small 
producers 

The committee therefore makes the following specific recommenda- 
tions: 

The Munitions Board should subject the implementation of its 
new small-business objectives to constant and critical scrutiny. 
Their value should be appraised in the light of their use in the day- 
by-day procurement activity. This will assure the Board first-hand 
knowledged of any deficiencies it will provide opportunities for time ly 
corrective measures. 

On or about August 15, a careful administrative audit should be 
made of the activities of the small-business specialists in procurement 
offices. Heavy emphasis should be placed during this audit on re- 
quiring the business specialists themselves to state their own evalua- 
tion of their effectiveness and to suggest areas of improvement. 
Since the use of these specialists contemplates a considerable expendi- 
ture of funds, it is the clear responsibility of the Department of 
Defense to insure that adequate results are being obtained from the 
utilization of these employees. If it appears this is not the case, 
their authority should either be increased or their services discon- 
tinued. Since effective small-business advocacy in large measure de- 
pends upon freedom to voice opinions, serious consideration should 
be given to the desirability of having the small-business specialists 
report directly to Washington headquarters rather than to their 
present procurement superiors in the field. 

The committee is convinced that small producers fare best under 
the formal advertised bidding procedure. It therefore strongly urges 
the use of advertised procurements to the fullest extent practicable. 
In fact, it is of the firm belief that negotiation should be drastically 
restricted and employed only for urgent or classified purchases, or 
when definite benefits to small business may ensue. It has been 
observed that delay by the technica! branches often is the reason why 
bids which would normally be advertised must be converted from 
nonurgent purchases into urgent ones. This practice should be 
stopped. 

4. Many potential new suppliers regard the negotiation process as 
a sleight-of-hand, hocus-pocus affair, the widespread use of which is 
taken to be a deliberate means of throwing business to a few favored 
suppliers and of preventing others from obtaining a fair shot at the 
available contracts. This widespread and unwholesome belief could 
be dissipated by providing more advance information on intent to 
negotiate specific contracts in line with recently announced Depart- 
ment of Defense policy. However, unless provision is made to permit 
firms, following leads obtained from these advanced notices, to get in 
on the negotiations, the “out in the cold” complaints will inevitably 
create additional small-business dissatisfaction. A careful study of 
the implementing directives of the Procurement Secretaries does not 
reveal that there have ever been outlined mandatory methods to 
conscientiously use the potential new sources thus solicited. This 
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problem should be made a subject of study by the best management 
technicians in the Department of Defense. 

5. When it is imperative to use the negotiation process, a reporting 
system should be devised to show the number of new sources utilized 
in each procurement action. It is believed that by means of this 
reporting requirement, ‘sole source” procurements will be held to a 
minimum and the base of industrial suppliers will consequently be 
broadened. 

6. A greater use of split awards under negotiated procedure is 
strongly recommended. Split or multiple awards should be accom- 
panied by positive efforts to get better geographic distribution of 
the contracts granted. Major emphasis should be plaeed on the 
advisability of using the justifiable price-differential device to obtain 
geographic distribution of awards. 

7. With the legality of price differentials favoring small producers 
having been established, this broadening of the procurement-base 
mechanism should be fully utilized. The committee urges that the 
Munitions Board ask for frequent periodic reports during the next 6 
months on the use of justifiable price differentials. It is believed this 
will immediately show up any misunderstanding which may be preva- 
lent concerning their use. It will also indicate whether the policy to 
use them is being followed. 

8. One almost universal complaint is that procurement offices ap- 
parently do not endeavor in good faith to anticipate the demand for 
invitations to bid, specifications, and drawings. Each of the services 
is urged to look into this problem and to take remedial action without 
delay. 

9. Greater uniformity should be sought among the Army, Navy, 
and Air Force in adopting requirements that large prime contractors 
agree to subcontract specific amounts of work and of dollar value of 
contracts. Answers on this vital problem should be sought imme- 
diately. 

10. Groups of concerns interested in pooling their productive ca- 
pacities for the purposes of defense production should be actively en- 
couraged. Special efforts should be made to provide such war- 
production pools with initial contract assistance. Particular atten- 
tion should be paid to pooled facilities situated in geographically 
decentralized areas. 
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Mr. Maypank, from the Committee on Banking and Currency, 
submitted the following 


REPORT 
[To accompany 8S. 1717] 


The Committee on Banking and Currency, having considered 
amendments to the Defense Production Act of 1950, report favorably 
a committee bill (S. 1717) and recommend that the bill do pass. 


GENERAL STATEMENT 


The Defense Production Act of 1950, erected the framework for a 
vast effort by the Government and the people of the United States 
to expand and redirect our productive strength quickly to such un- 
precedented levels as to create for the free world an invincible barrier 
against the threat of successful Communist aggression and conquest. 
This vast effort in defense of freedom was proved urgently necessary 
last June by the fateful decision of world communism to substitute 
for its ‘‘cold war’ tactics of infiltration and subversion a desperate 
new policy of outright invasion and war against the infant Republic 
of Korea. The urgency of our program of rearmament and productive 
expansion became even more pressing when the collapse of the North 
Korean Communist aggressors under American and United Nations 
counterattack was instantly followed last November by the interven- 
tion of Communist China with her seemingly limitless resources of 
manpower. In launching war in Korea, communism served noticé 
on the free world that it regarded armed might as its key to world 
domination. 

In continuing the war, after the United Nations came to Korea’s 
defense, communism demonstrated an utter disregard of the UN and 
its principles and contempt for the basic principles of human decency 
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and the sentiment of world opinion. In widening the scope of that 
war by throwing the Chinese hordes into the conflict to avoid total 
military defeat of the original aggressors, communism revealed a 
willingness to chance world war in pursuit of its expansionist ambi- 
tions. The free nations, led by the United States, recognized in 
these manifestations of international gangsterism an urgent need to 
confront strength with strength as the ultimate and decisive barrier 
to communism’s achievement of its imperialist goals. The Defense 
Production Act grew out of that realization. 

The approach taken by the Congress in this act to the problem 
of rebuilding our military potential as quickly as possible was three- 
fold: to provide equipment for the rapid expansion of our Armed 
Forces and those of the friendly nations associated ‘with us; to pro- 
vide for the rapid expansion of our productive capacity to a point 
where we could supply materials and equipment for a world-wide 
total war; and, at ths same time to assure the Nation’s financial and 
economic ability to mount such a vast defense effort by establish- 
ing authority for the control of inflationary pressures arising out of 
the unavoidable temporary dislocations and shortages in supplies 
bound to result from such tremendous diversion of materials from 
normal peacetime to emergency defense uses. 

The Defense Production Act, which became law on September 8 
last, was put into actual operation, especially the price-and-wage sec- 
tions, gradually and all too slowly in the period following its enactment 
and before the sudden reversal of the United Nations Gaines situation 
in Korea. Most of the agencies set up under it existed at that time 
largely on paper, or with skeleton staffs devoting virtually all of their 
time and effort to the recruitment of additional personnel. The Na- 
tion was permeated with a psychology of quick victory in Korea and a 
lessening of the fear of world war. The rush of anticipatory buying 
set off by initial attack in June was gradually subsiding. With the 
decrease in scare buying, there was a corresponding decrease in the 
price spiral. 

But the optimism over the prospects of early peace was abruptly 
shattered by the new invasion and the retreat of UN forces below 
the thirty-eighth parallel. Once again, sparked by strategic imports 
such as rubber, tin, copper, tungsten, and similar materials, prices 
soared to new heights. The production agencies and the military 
departments revised their estimates of immediate need and stepped 
up their requirements substantially. This put additional pressures 
on prices. The price control agency, meanwhile, was not equipped 
to cope with the upward surge of prices. It appealed for voluntary 
restraint by sellers, but the appeal was largely ignored. Wage rates 
were climbing to catch up with the increased cost of living and, in 
some instances, to exceed it in anticipation of further inflation in 
living costs. 

Not until January 26, 1951, 6 months after the inflationary spiral 
got under way, and more.than 3 months after passage of the act 
providing authority for price and wage controls, was the accelerating 
price-wage spiral finally met with an across-the-board freeze of prices 
and wages, and both prices and wages, since then, have been held at 
comparatively stabilized levels. 

The programs authorized under the Defense Production Act, 
although in many cases late in getting under way, are now beginning 
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to achieve the results Congress envisioned in drafting and enacting 
the legislation. But the Defense Production Act expires on June 30— 
only a week from now. Your committee unanimously believes that 
world conditions are such, and the danger of new and bolder Com- 
munist aggression so real and menacing, that renewal of this legisla- 
tion is absolutely vital to the safety of this Nation and to the survival 
of freedom in all parts of the world where it now exists. ‘To allow this 
legislation to lapse and the programs under it to end would, in the 
opinion of your committee, reflect a total blindness by the Congress to 
the world-wide imperialist designs of communism so strikingly and 
shamelessly revealed in naked candor in the devastation of the 
Republic of Korea 

In reaching its decision to recommend approval of this legislation, 
your committee has devoted 6 weeks of continuous all-day study to the 
issues raised in this bill, and has listened t@ and consulted not only 
those Government officials assigned major responsibilities in the ad- 
ministration of programs under this act but also qualified and repre- 
sentative spokesmen for virtually every economic interest in the 
United States which is or would be affected, by operations under this 
act or under amendments proposed to it. Moreover, the many weeks 
of formal hearings had been preceded by numerous hearings and fre- 
quent examination into actual operations under the act by individual 
members of the Committee on Banking and Currency who serve on 
the Joint Committee on Defense Production. All of this information 
was available to your committee in reaching its decision—a decision 
reinforced further by the experience of the committee in drafting the 
initial legislation last year. 

Throughout this extended and continuous study of the basic legis- 
lation, your committee has been gratified by the increasing evidence 
of the fundamental soundness of the Defense Production Act as it 
was finally recommended by this committee to the Congress last year. 
Although drafted originally under the stress of emergency circum- 
stances arising from the outbreak of war, the major provisions of the 
act have stood the test of experience in remarkable fashion. Indeed, 
evidence of this soundness can be found in the fact that none of the 
amendments proposed by the executive officers administering the act 
suggested any significant basic change, but rather sought only to 
widen the scope of the legislation in limited areas or to provide the 
administering agencies with what they described only as perfecting 
changes based on experience under the act. All of these facts would 
indicate that the Congress last year met the issues of mobilization 
with foresight, courage, and effectiveness. 

At the same time, your committee cannot refrain from expressing 
its deep disappointment over the delays which occurred before parts 
of this effective machinery—particularly in the stabilization area 
were finally put to work. Since this authority was not exercised as 
quickly as it should have been, it has not yet been as effective as it 
could have been. Furthermore, in areas where flexibility was recom- 
mended, rigidity was sometimes used; in other areas where strict 
controls were provided for use when needed, loose ones were in some 
iastances relied upon to meet problems far beyond the capacity of such 
measures to solve. 

Nevertheless, and on balance, it appears to your committee that 
however belatedly some of the stabilization powers of this act were 
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invoked, however inflexibly some of the credit controls may have 
been used, and however loosely some of the production provisions 
may have been administered, the fact remains that real results are 
now being achieved in what are still initial phases of the act’s opera- 
tions. Expansion of military supplies and of productive capacity 
under the act is proceeding at satisfactory speed, according to respon- 
sible Defense Department and mobilization officials, even though 
results are not readily visible to the average citizen. Much more 
visible, on the other hand, there has finally occurred a dramatic 
halt to the price-wage spiral; prices are le veling off, and in some 
cases turning downward; wage increases are being held generally 
within comparatively strict limits; the cost of living has remained 
stable. 

Steadily increasing production and expansion of productive capacity, 
the leveling-off of prices and wage rates, and the demonstrated ability 
of United Nations troops in Korea to withstand and even push 
repeated Communist attacks all have contributed to a calm in the 
Nation and in the market places. These commendable achievements 
have, unfortunately, led many persons to believe the emergency 
provisions of the Defense Production Act are no longer needed. 
The facts simply do not justify such complacency—a complacency 
verging on blindness. 

Virtually all of the inflation which occurred between June 1950 and 
the imposition of direct price and wage controls in January originated 
in advance of buying—fear buying—and hoarding, by both consumers 
and businessmen. Production of civilian goods, in fact, increased in 
that period, even though stocks of many items seemed to be disappear- 
ing from shelves and show-room floors. The sudden halt to scare 
buying inspired by direct action to stabilize prices revealed that 
business, likewise fearing shortages and higher prices, had accumulated 
a gigantic inventory. ‘The Government contributed to the buying 
rush by reaching out into world markets for vast quantities of stock- 
piling materials regardless of price. This bidding for supplies by our 
Government, coupled with equally spirited bidding in foreign and 
domestic markets by private business, resulted in spot market in- 
creases such as the following: 


i. . » 1950 | January 195 -ercentage 
Commodity June 1956 anuary 1951; Percentage 


price price increase 
Wool ‘ ie ..pound $1. 97% $4. 1445) 109. 9 
Tin ake rwcibaenialadl dh dite Os ct .772 1.82 135.8 
Rubber a . . do . 29 vent 148.3 
Copper.. : denke  e CLES ant See . 224 . 244 | 8.9 
Lead ia pee : crciteaseeaten stein 12 an 41.7 
Zine ' ~ do_. . 157 . 182 15.9 


The import spot market index rose to levels about 62 percent above 
those of last June. 

Although not matching that degree of rise, domestic spot market 
prices and wholesale prices were following the same upward trend in 
this period, leveling off or even declining slightly in September, then 
renewing an upward climb which became almost perpendicular when 
the Chinese Communists entered .the fighting, and continuing un- 
checked until controls were imposed. 
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The violence of the price spiral which occurred between June 25 
and January 26 and the degree to which it has been checked since 
then are shown in the following tables: 


Spot market indexes 





August 1939= 100 June 1950= 100 
Date aera 7 _ — 
Import Domestic Import Domestic 
June 2, 1950 hei 268. 0 266, 2 100. 1 100. 1 
June 9, 1950 aon as : 268. 0 269. 7 100.1 101.4 
June 16, 1950_ - : 264.8 263. 2 99.0 98. 9 
June 23, 1950. - : 266. 0 262.8 09.4 98. 8 
June 30, 1950 268. 2 101.3 100.8 
July 7, 1950 270.8 103.7 101.8 
July 14, 1950 282. 7 109. 0 106. 3 
July 21, 1950_--. 288. 8 112.7 108. 6 
July 28, 1950_- 297.5 117.3 111.8 
Aug. 4, 1950 291.0 123. 0 109. 4 
Aug. 11, 1950 292. 9 124. 1 110. 1 
Aug. 18, 1950 297.4 125. 1 111.8 
Aug. 25, 1950 301. 6 127.9 113. 4 
Sept. 1, 1950 309. 1 127.7 116. 2 
Sept. 8, 1950 (DPA Act signed) 316.9 130.9 119. 1 
Sept. 15, 1950____- 318. 5 133. 1 119.7 
Sept. 22, 1950 315.3 132.9 118.5 
Sept. 29, 1950 308. 9 129. 4 116. 1 
Oct. 6, 1950....... See 131.0 117.4 
Oct. 13, 1950 <a : ; | 311.2 132.3 | 117.0 
Oct. 20, 1950 4 ¥ eu 314. 2 133. 1 118.1 
Oct. 27, 1950 a car Soi Se } 316.9 134. 2 119.1 
Nov. 3, 1950 320. 1 136. 0 120.3 
Nov. 10, 1950 ‘ : 324. 6 139.3 122.0 
Nov. 17, 1950 (Chinese intervention) - - - | 327.7 141.5 123.2 
Nov. 24, 1950__. } 326.1 138. 6 122.6 
Dec. 1, 1950__- 330.0 140.5 124.1 
Dec. 8, 1950 i 339.8 142.3 27.7 
Dec. 15, 1950... 342.7 144.2 128.8 
Dee. 22, 1950__- 347.2 146. 4 130.5 
Dec. 29, 1950_ _ - } 350. 3 148. 2 131.7 
Jan. 5, 1951 | 55. 6 151.2 133.7 
Jan. 12, 1951 60.5 159.6 135.5 
Jan. 19, 1951 S61. 1 162. 2 135.7 
Jan. 26,1951 (general ceiling price regula- | 
tions) 426.9 8 159 135.3 
Feb. 2, 1951_..-. 431.8 65.9 161.4 137.5 
Feb. 7, 1951 432. 6 62.8 161.7 136. 4 
Feb. 14, 1951 434.58 65. 7 162. 5 137.5 
Feb. 23, 1951... 434.4 1.7 162.3 137.1 
Mar. 2, 1951 434.7 2. 0 162. 4 136. 1 
Mar. 9, 1951 422.0) 8. 6 157.7 134.8 
Mar. 16, 1951- 418.6 6. 0 156. 4 133. 8 
Mar, 23, 1951 ; : 416.7 356. 5 155. 7 134. 0 
Mar. 30, 1951 i 417.8 55. 7 156. 1 133.7 
Apr. 6, 1951 ; 413.1 | 351.6 154. 4 132. 2 
Apr. 13, 1951 ¥ 411.2 2.3 153. 7 132.4 
Apr. 20, 1951 } 407.5 351.8 152.3 132. 4 
Apr. 27, 1951 409.3 51.8 153. 0 132. 2 
May 4, 1951 | 406. 7 348, 3 152. 0 130.9 
May 11, 1951_. . newed — 405.7 348. 8 151.6 131.) 
May 18, 1951 jean ‘ 395. 8 350. 2 147.9 131.6 
May 25, 1951 393. 1 $46. 2 146.9 130. 1 
June 1, 1951 pe ean fo 4 ‘staan 385. 3 343.8 144.0 129. 2 
June 8, 1951_- ae aN 379.0 340. 1 141.6 127.8 
June 13, 1951 s 378.5 338. 2 141.4 127.1 


| 
| 
| 
| 
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Weekly wholesale price index 



































Index with || Index with 
| Index Index 
Date ~ | (June 1950= Date sb (June 1950= 
(1926 = 100) 100) | (1926= 100) 100) 
i} i cee ee ta 
| i i 
i j 
June 6, 1950... 157.6 | 100.2 || Dee. 5, 1950._..---.-_- 172.6 | 109. 7 
June 13, 1950__....____| 157.0 | 99.8 || Dec. 12, 1950.....--.-.| 173.6 110.3 
June 20, 1950... .._ 157. 4 | 100.0 |} Dec. 19, 1950_.......__} 174.7 | 111.0 
June 27, 1950....._.__- 157.4 100.0 || Dec. 26, 1950... -_- 176.0 111.9 
July 4, 1950._....._.__. 159.6 | 101.4 | Jen. 2, 1061......-- -| 176.8 112.4 
July 11, 1950__...._.__] 163.0 | 103.6 || Jan. 9, 1951....-_.___ 178. 1 113. 2 
July 18, 1950__.....__-| 164.3 | 104.4 || Jan. 16, 1951_..-_-_-_-] 178.7 113.6 
July 25, 1950......___- 164.6 | 104.6 || Jan. 23, 1951___-.-____| 180. 0 | 114.4 
Aung. 1, 1950.......... 165.8 | 105.4 || Jan. 30, 1951_..-..--_. 180. 9 | 115.0 
Aug. 8, 1950. ......... | 166.3 | 105.7 || Feb. 6, 1951__._.____- 182.3 | 115.9 
Aug. 15, 1950_...._..- 165.8 | 105.4 || Feb. 13, 1951_...--___- ‘183.4 116.6 
Aug. 22, 1950......._- | 166. 6 | 105.9 || Feb. 20, 1951_.....__-.| 183.3 116.5 
Aug. 29, 1950....____- 167.8 106.6 || Feb. 27, 1951.....-..__| 183.0 | 116.3 
Sept. 5, 1950 167.7 106.6 || Mar. 6, 1951. _...-____| 183. 5 116. 6 
Sept. 12, 1950 (DPA }| Mar. 13, 1951. ..--- 183. 4 | 116.6 
Act signed)... ______| 169. 1 107.5 || Mar. 20, 1951__..._-__| 183.9 | 116.9 
Sept. 19, 1950.________ 169.8 107.9 Mar. 27, 1951. ...._---| 183.9 | 116.9 
Sept. 26, 1900._.._.__- 169. 4 107.7 || Apr. 3, 1951_...-- a 183.3 116. 5 
Oct. 3, 1950__.._...._. 168.8 107.3 || Apr. 10, 1951_._.____- 183.0 116.3 
Oct. 10, 1950........- 168. 4 107.0 || Apr. 17, 1951__...____-] 183. 1 116. 4 
Gob 17, 1000... 168. 7 107.2 cs 9 a 183. 6 | 116.7 
Oct. 24, 1950.........- 168.9 | 107.3 || May 1, 1951_....-.---| 183. 4 116.6 
Oct. 31, 1950. ......... 169.6 | 107.8 || May 8, 1951_____.___- 182.8 116. 2 
Nov. 7, 1950. .--..-... 170.0 | 108.0 || May 15, 1951... .._-__| 182. 2 115.8 
Nov. 14, 1950. .__._-..] 171.0 108. 7 } May 22, 1951_...._-_-| 182. 4 | 115.9 
Nov. 21, 1950 (Chi- | | May 29, 1951. ._...-.-} 182. 5 116.0 
nese intervention) _- 171.2 108.8 || June 5, 1951_______---] 181.9 115.6 
Nov. 28, 1950_......_- 71.7 | 109.1 || June 12, 1951__..-.___-| 181.7 | 115.5 
| i} | 
‘ ‘ 
Consumer prices naturally reflected these same trends. 
Consumers’ Price Index 
| 
| Percent 
Month Index (1935- Index (June | change from 
| 39=100) 1950= 100) previous 
-] | month 
a a eoctiamineat a ~~ | ind ced iapeilladimaasitaicidn 
} | | 
Seaeitih 8 2! cee Tae oy A Na tege ea 170. 2 100.0 | +0.5 
MONS, ook ota bee caso See o abel BRE cee oe 172.0 | 101.1 | +11 
August ee RRS SE 173. 4 | 101.9 +.8 
September (DPA Act I hon Bosc a ken asttews nenckeual 174.6 102.6 | +.7 
TR Ge Ee 5 RE A | 175.6 | 103. 2 | +.6 
November (Chinese intervention)._._____.__..............---_- | 176.4 | 103. 6 +.5 
RU a tps ek. Ce ae AN) Be | 178.8 | 105.1 | +1.4 
January 1951 (General Cc eiling Price ) Regulation) ee et | 181.5 106. 6 | +1.5 
DNONORS <u Ce St ee eee oe te Bee Ge Ts | 183.8 108. 0 +1.3 
March : RS og eo ee Se eo es 184. 5 108.4 | +.4 
April AEE on ae Se cab Geeta ets Lee 5 6 | 184. 6 | 108. 5 +.1 








The effect of this price inflation on wage rates was obvious. 


Average hourly earnings—Production workers in manufacturing 





| | . _Fensent 
‘ Index (June | change from 

Month Gross | "'1950= 100) previous 

| month 
us si —seNS —_—|—__— - pe ees 
June 1950. - iid dacba wens I et ae Ee $1. 453 | 100.0 +0.8 
July sd : stn atkshdeebtettaace es 1. 462 | 100.6 | +.6 
August _. , ; poet iats Ae 1. 464 | 100.8 | +.1 
September (DP A Act signed) ss cet adaatattesintenie ned ai eR | 1.479 | 101.8 | +1.0 
October. ie 1. 501 | 103.3 | +1.5 
November (Chinese intervention) -_.................-.------- | 1.514 ! 104. 2 +.9 
Be us ane oahu enniinewion 1. 543 | 106. 2 | +1.9 
January 1951 (General Ceiling P rice Regulation) Biiediindn bicedll | 1. 555 | 107.0 | +.8 
February - ee ee Lian asia cn tdtieieanbatids Rata 1. 560 | 107.4 | +.3 
March Pid bee cube iacsaUasadseeacge acu 1. 569 | 108. 0 +.6 
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The spiral was compounded by a vast expansion in credit. 


Commercial bank loans—Loans outstanding end of period 


Index (June 





Billions 1950= 100) 
eNO ii dehiidiinednimacis Slee ceca a ha li cas 4 44.8 100. 0 
iri icg cred eaieas aca Skene eens oi cache ane a a an z 46.0 102.7 
ded stosetdelabusiudsennsne pean es eae. Sotto) 47.3 | 105. 6 
September (DPA Act signed) -.-..................--.--- : Oe 48.9 | 109. 2 
| ESPRESSO EROS saubactasacetankeese ; . 49.8 | 111.2 
November (Chinese intervention)......____.__-.--------------- 51.5 115.0 
nd ia ia. - cae 52.2 116.5 
1951—January (General Ceiling P rice egubetiny ii. is) cia oo. 3 52.7 117.6 
+ pe oe ica thi ls (de i are tlt aah tint Siete pete h Mii acecadens . 53.5 119.4 
March. PARCEL E ace ee nade bade e chee ceheaeatcUdews 54.4 121.4 
Ne a eB ne } 54.4 121.4 


Increased taxes passed by the Congress in 1950 to meet greater 
defense requirements were, to a large extent, dissipated in late 1950 
and early 1951 in higher unit costs for military goods. Secretary of 
Defense George C. Marshall, in an appearance which deeply impressed 
members of your committee, testified: 

Taking into account hidden increases, we believe that the best over-all estimate 
of the cost of inflation to the Department of Defense during the past year has 
been roughly equivalent to the 20-percent increase in the Wholesale Price Index. 
Thus, approximately $7 billion out of the $35 billion authorized for procurement 


of hard and soft goods and military construction for the Department of Defense 
during fiscal year 1951 can be regarded as the cost of inflation. 


General Marshall presented a great many specific examples of cost 
increases which explain that $7 billion advance. Taken at random, 
following are some of the examples of price increases on standard 
civilian-type items among scores he cited: 


Some examples of cost increases to the military since Korea 





Item From— To— Percent 
a ite nt Bn 120 
Dish-washing machine... ___- 5 i See * Bw $2,200 51 
RE ite i ins aadindmaddeimiennee eens ..| 74 cents. _- ..| 93 cents 26 
Wool serge maaan iakandedbnwonoicnceacl aie Sore $7.32 per yard 10344 
CN ooo ona 8 i el oh i sacs occebhocan 4 cents ie ee 744 cents &3 
Ei ine nw nmesdiinnaseeanensenshkcns) SERED sn.) O84 a6 DOr DOT 99 
Winter undershirts-_______- dansées ao} SOEs cee $4.97 82 
il a ol i eB oe esas 35 cents ‘pe r | 85 cents. __--. 109 

pound. 
eR re cecal eak debs a ubdccdlens 47 cents.........| 76 cents.-.-..- 63 


——$$$$_—$_—_—___—=. 


In addition to the $7 billion added cost to the Government for 
military procurement, price inflation also cost the taxpayers them- 
selves—the consumers of this country—an estimated $18 or $20 
billion more for the goods and services they buy. This represents 
about as much as the American people spent for clothing or for shelter 
in 1950; it represents an amount greater than the net income of all of 
the farm proprietors of America in any one year. 

The decisive action taken in January to halt this spiral, while com- 
ing too late to prevent millions of Americans on fixed incomes from 
suffering real hardship, nevertheless, as is shown in the foregoing 
tables, accomplished the kind of results your committee envisioned 
when it wrote title IV into the bill initially. 

S. Rept. 470, 82-1———2 
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Inasmuch as the inflation which occurred between June and January 
was largely anticipatory in nature, and not based on such genuine 
inflationary factors as deficit financing or acute shortage of civilian 
goods, your committee has studied ¢ arefully the whole question of need 
for price and wage controls now that the initial onslaught of inflation 
has been stopped. 

Your committee, backed by the unanimous opinion of all witnesses 
who testified in many weeks of hearings, is convinced that the real 
inflationary danger is ahead, not behind. Although opinions differed 
on the need for the direct coutrols, there was no disagre ement on the 
necessity for bulwarking our economic defenses against a surge of 
inflationary pressures which all witnesses regarded as inevitable. 

Those pressures are recognized as inevitable because‘of the timetable 
of defense planning. Our goal, as outlined by Defense Mobilizer 
Charles E. Wilson, is to crowd into approximately 2'5 years an ex- 
pansion of 17 percent—17 million tons—in the steel-producing capacity 
of the United States; as compared with an expansion of 14 million 
tons in 1940-45; an expansion of 30 percent, or 22,000,000 kilowatts, 
in the electric power capacity of the Nation; an expansion of 65 per- 
cent, or 500,000 tons, in the aluminum capacity, while at the same time 
equipping a 3,500,000-man Military Establishment and the armed 
forces of allied nations, providing necessary guns, tanks, planes, 
ships, and ammunition for our forces in Korea, creating the capacity 
to produce 50,000 airplanes and 35,000 tanks a year and 18,000 jet 
engines a month, and above and beyond that, accumulating reserves 
of key items regarded as sufficient to carry us through the ‘first vear 
of an all-out world war. 

Achieving such goals will require the full utilization of America’s 
productive genius. It will require a substantial increase in our work- 
ing force and a substantial increase in overtime work. This will 
mean more money for individuals to spend. This added purchasing 
power, however, will not be matched by corresponding increases in 
the availability of goods for that increased purchasing power to buy; 
on the contrary, it is virtually certain that there will be less consumers’ 
goods. Therein lies the seed of an economic disaster that might well 
destroy the military might we are straining to build. 

Examining this problem in terms of just one commodity, steel, 
your committee finds a graphic picture of the over-all inflationary 
danger growing out of reduced civilian supplies and rising incomes 
Our plant for the production of iron and steel had a rated capacity 
in June 1950 of 100 million ingot-tons a year. This represented a 
substantial increase over peak World War II capacity of 95 million 
ingot-tons, but was still far from enough to satisfy the demands of 
American industry and the American people for steel and products 
made from steel, even though that plant was operated during most 
of the year at levels above 100 percent of theoretical capacity. “Thus, 
even before the outbreak of the Korean War and the decision to 
increase our defense effort vastly, there was a gray market in this 
basic commodity despite the fact that virtually the entire output 
went to civilian uses and only about 1 million tons for military uses. 

In the year since June 1950 we have increased steel capacity more 
than 5 percent to about 105 million ingot-tons. By the end of this 
year, capacity should, according to present plans be increased to 
somewhere near 108 million ingot-tons. Yet demands of the military 
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services and the atomic energy program alone this year and next year 
will take off the civilian market every ton of steel produced by this 
extra capacity, and millions of additional tons as well. 

Considering only the steel which will be required for straight mili- 
tary purposes in the next 2 years, it is estimated that the 24 million 
tons so diverted—as against less than 1 million tons used for these 
purposes in 1950—will represent sufficient tonnage to build 14 million 
new automobiles. This is more than twice as many new automobiles 
as were manufactured in 1950 and almost equal to the production of 
the entire passenger automobile industry during the years 1936 
through 1940. 

To illustrate in another way the magnitude of these military re- 
quirements, 24 million tons of steel would be roughly enough to build 
and make all of the automobiles, all of the trucks, all of the busses, all 
of the automotive parts, and all of the household hard goods and 
appliances of all kinds, as well as all of the farm implements and 
wheel tractors, which were manufactured in this country in the peak 
year of 1950. 

Yet even if the steel were available in the next 2 years for production 
of those civilian goods at the same levels as in 1950, the hard goods 
which could be produc ed would fall far short of meeting the demands 
of the substantially increased purchasing power our people will have. 
Informed estimates indicate that the national income by the first 
quarter of 1952 will reach an annual rate $37} billion higher than the 
rate achieved in the first quarter of 1951. W he re will this income go? 
Into savings and taxes? Or into higher prices for the limited goods 
available? The former path would be anti-inflationary; the latter 
inflationary and disastrous. Witnesses before your committee were 
in complete agreement on this point. 

Your committee has received innumerable proposals for containing 
these inflationary pressures by reliance entirely on means other than 
the use of direct controls over prices, wages, and rents; that is, by in- 
direct controls over the money supply through higher taxes, stringent 
credit policies, reduction in Government spending, and incentives 
to greater saving. 

In the opinion of your committee, after exhaustive study of the whole 
inflation problem, each of these steps has great merit in itself as a 
necessary part of an integrated, effective, and completely rounded 
anti-inflation program. All must be utilized to the maximum degree 
possible, consistent with the requirements of production, of efficient 
operation of our complex economic system, and of necessary Govern- 
ment services, in contributing to a lessening of the basic infl: ationary 
pressures growing out of greatly increased purchasing power and 
decreased supplies of many civilian goods. 

But your committee would be less than realistic if it were to accept 
the thesis, put forward by those witnesses opposing the direct controls, 
that the Committee on Banking and Currency should recommend 
abandonment of the direct controls now, on the chance, or the hope, 
that the Congress eventually might enact tax, credit, and budget 
control measures sufficiently spartan to accomplish the purposes of 
stabilization through indirect controls alone. Such a program would 
be so drastic as to constitute a serious threat to production and to our 
economy. 
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The recent experience of the Committee on Ways and Means in 
the House of Representatives in writing new tax legislation is a strik- 
ing illustration of the difficulties to be encountered in a democracy in 
imposing new tax burdens. Many segments of the bill are under 
strong attack from affected groups. Yet no responsible fiscal au- 
thority has indicated that this pending bill represents a tax increase 
sufficient to siphon off excess purchasing power. The additional 
revenues proposed in the measure do not even assure a balanced 
budget when defense expenditures mount to levels scheduled for late 
this year and next year. 

The Congress already has demonstrated its desire to cut out all un- 
necessary Federal expenditures and to reduce budget requests wherever 
it is considered safe to do so. But since the vast bulk of the Federal 
budget is assigned to defense purposes, and since these military pro- 
grams cannot be abandoned or greatly reduced in the face of the world 
situation, the cuts we can anticipate will be relatively small in relation 
to total budget amounts. It is the opinion of your committee that 
reductions in Government expenditures now in prospect cannot by 
themselves, or in concert with prospective tax increases and credit 
restraints, achieve the goal of economic stabilization in the months and 
years immediately ahead without complementary controls over prices 
and wages, and over rents in areas of acute housing shortages and high 
defense activity. 

Should price, wage, and rent controls be permitted to die at this time 
on the wishful premise that Congress some day might enact monetary 
restraints adequate to meet the full surge of inflationary pressures 
ahead, it is inevitable that in a few months, at the latest, when present 
inventories are depleted and cut-backs in civilian production become 
more severe, a new spiral of price inflation dwarfing that occurring 
after the outbreak of the Korean War would be inevitable and irresist- 
ible. 

Demands for higher wages to maintain labor’s purchasing power 
in the face of rising living costs would be equally inevitable and equally 
irresistible, particularly in a tightening labor market. Wage incen- 
tives by industries to pirate manpower from each other would reach 
such levels that skilled craftsmen in many trades might well be receiv- 
ing hourly wages of $10 or $15 per hour and the entire W age structure 
would be raised to such heights that thousands of small. businesses, 
particularly in the service trades s, would be priced entirely out of the 
labor market and forced to close their doors 

Rent increases are already becoming alarming in many uncontrolled 
areas of expanding military and defense activity. The morale of our 
fighting men recalled to service has already suffered from the hard- 
ships they experience in finding homes or apartments, for their families 
at rents they can afford. The turn-over of labor in many defense 
areas because of inability of in-migrant workers to find suitable ac- 
commodations at reasonable rents is reaching proportions alarming to 
production officials. The scheduled increase in defense activity will 
certainly compound these dislocations and hardships if adequate rent- 
control machinery is not available. 

Were your committee and the Congress to decide to abandon the 
direct controls at this time in the belief that they could be reimposed 
if the situation deteriorates sufficiently to require corrective action, 
the fact remains that the damage would be done to our economy in 
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the meantime and could not be rectified. Evidence of this can be 
seen in the fact that the increase in the general price level which 
occurred between June 1950, and January 1951, could not successfully 
be rolled back when co ontrols were imposed, and this inflation now 
in effect appears to be “built in”’ for the duration. 

Isolated retail price wars in New York and elsewhere in recent 
weeks have not led to any general decline in living costs, for the reason 
that the raw material, manufacturing, wholesale, and wage-cost 
increases which led to or accompanied retail-price increases are now 
virtually ineradicable. It might be argued that a new spiral of infla- 
tion let loose by the elimination at this time of direct controls could 
be halted eventually by reimposition of the direct controls, but the 
Nation by then would be saddled with a new price and wage plateau 
as difficult to push backward as has been the price-wage plateau 
of January 26. 

The simple arithmetic of defense—-an increase in the rate of contract 
letting for defense purposes from less than $1 billion a month before 
June 1950, to current levels of $1 billion a week—makes clear that 
stabilization must be maintained if the dollars we appropriate to the 
military are to buy their full share of necessary supplies and 
equipment. 

The contracts placed by the defense agencies do not reflect. imme- 
diate cash payments, of course. But deliveries and expenditures 
by Government are advancing sharply. The monthly rate of deliv- 
eries has increased 300 percent annually in the past year. Actual 
deliveries of defense items in fiscal 1952 are estimated by Secretary 
Marshall at $38 billion. And, as he testified, the impact on the econ- 
omy is not measured solely by deliveries actually made and paid for, 
but also by orders in the pipelines for deliveries in future years which 
are now taking vast quantities of steel, aluminum, copper, and other 
material off the civilian market. 

The term “billion” has become commonplace among Americans 
and the billion dollars we are obligating weekly for defense purposes 
is taken pretty much in stride by the press and the public. The 
immensity of the mobilization effort, and of the productive facilities 
needed to carry it out, can be seen better from a tangible illustration. 
We are now obligating each week more than the entire cost of the 
Tennessee Valley Authority’s far-flung water-control, power, and 
chemical facilities. Each week we are obligating for defense enough 
to build 20 Empire State Buildings or practically enough to build the 
entire St. Lawrence seaway project. 

In contemplation of such a stupendous effort, your committee 
agrees with General Marshall when he testified: 

When the Defense Production Act of 1950 was passed, it was intended to be a 


keystone in our industrial mobilization. The reasons today for continuation of 
that act, I think, are more compelling than the reasons for its original enactment. 


ADMINISTRATION OF PROGRAM 
NO PROFIT CONTROL 
Throughout the hearings a great number of witnesses expressed the 


fear of a system of profit control. Your committee wishes to empha- 
size as emphatically as it knows how that this act authorizes no such 
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a program. The Defense Production Act as its very name implies 
is designed to increase produc tion. To control profits would do the 
very contrary. If the Congress sees fit to control profits it will do so 
through tax legislation and do it through its Finance and Ways and 
Means Committees, as it did last year when it enacted the excess- 
profits tax and renegotiation laws. Your committee hastens to add, 

however, that it realizes that the price and production control ¢: an- 
not operate without having some effects on profits. But that is the 
residual effect, and profits, as such, still may be increased or not de- 

pending on the ingenuity and productive genius of the entrepreneur. 

Once we try to control or de stroy the germ Yof our Ame ‘rican enterprise 
system, we only destroy ourselves. The clear and unmistakable 
intent of your committee is that this act does not authorize a profits 
control program. 

ALLOCATIONS AND PRIORITIES 


Your committee was urged to amend the language of title I of the 
Defense Production Act of 1950 to incorporate specifie formulas for the 
allocation of adequate materials to continue civilian production where- 
ever this is consistent with military needs. It was also urged to make 
other specific statutory allocations of materials to certain users. 
Because your committee was of the opinion the inclusion of such 
provisions in this case might create undesirable inflexibility in the 
administration of allocation and priority powers, it decided not to 
recommend amendment of the act in these respects. 

Your committee considered the need for flexibility in granting the 
allocation authority in the Defense Production Act of 1950, and, in 
presenting S. 3936 on the Senate floor last year, the following state- 
ment was made by the chairman of your committee: 

The powers granted in this bill are great. Their very flexibility, so necessary to 
accomplish our purposes without harm, raises the possibility of abuse. Your 
committee considered the possibility of limiting the powers or imposing arbitrary 
restrictions on the President. Your committee did not adopt this negative view. 
Instead, reliance was placed upon requirements of consultation with industry and 
other persons affected by regulations and on the ‘‘watchdog committee” set up in 
the bill. These positive measures to protect the public interest will be more 
valuable, in our judgment, than any negative measures we could have provided. 

While neither your committee, nor those of its members who are 
members of the “watchdog committee,” have agreed in every instance 
with the decisions of the officials administering the act, we have felt 
that our original recommendation was correct—that flexibility of 
authority, tempered by consultation with industry (a policy which 
has been disregarded all too often and which your committee feels 
should be emphasized much more) and tempered by the scrutiny of 
the “watchdog committee,” is far superior to arbitrary rules and 
formulas imposed by statute. 

Under the present flexible priority and allocation authority the 
executive branch has been able to prohibit recreational and amusement 
construction, to direct materials to the freight-car program, to limit 
the use of tin and other materials by specification controls and by 
prohibiting their use where substitutes will do, to institute a con- 
trolled materials program for steel, copper, and aluminum, and to 
prohibit American-flag vessels from discharging at any port in the 
world any cargo destined to Communist China or even from calling 
at any port in Communist China. 
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The act now authorizes these and many other types of controls 
over materials: Restrictions on imports and exports, rationing, and 
innumerable other production and distribution controls. It is to be 
hoped that most of these additional controls will not be needed, but 
if they are needed, arbitrary limitations imposed by statute might 
prevent the most effective use of the allocation authority 

Your committee w ishes to emphasize the statement in the declara- 
tion of policy in section 2 of the act, that the powers conferred by the 
act are to be used to prevent— 
undue strains and dislocations upon wages, prices, and production or distribution 
of materials for civilian use, within the framework, as far as practicable, of the 
American system of competitive enterprise. 

Direct military needs must, of course, be considered and tended to 
first. Then in fields such as farm machinery, fertilizer, and freight 
cars, Where there are unquestionably bona fide needs, adequate alloca- 
tions and priorities orders must also be made by the agencies adminis- 
tering the act. However, the requirements of so- called defe nse-sup- 
porting and essential civilian industries should be care fully screened 
to make certain that they represent bona fide needs to support defense 
requirements. These agencies should be wary of the claims of those 
who exaggerate the needs and essentiality of their particular indus- 
tries to obtain the benefits of allocations and priorities as defense- 
supporting or essential civilian industries. 

Your committee appreciates that the defense-supporting industry 
category is much broader than it has been in past wars, and that there 
is frequently no clear line of distinction between essential and non- 
essential industries. Our experience with export controls has made it 
clear that the essentiality of a product to a nation’s mobilization pro- 
gram depends on many things: the supply, the availability of substi- 
tutes, the place the material fills in the Nation’s economy, and the 
like. 

Your committee is in agreement with Mr. Fleischmann’s statement, 
on page 2780 of the hearings, of the NPA position on this point: 

It is indeed the position of the NPA that no sharp distinction can be made 
between the essentialitv of products without reference to the quantity to be pro- 
duced. Thus the twenty-thousandth tank produced this month (if this could 
be done) would be of less essentiality to the Nation than the first railway car, 
a valve to maintain New York City’s water system, or even the first passenger 
automobile. 

In the current phase of mobilization, the defense-supporting and 
essential civilian category of industry is not all-inclusive and should 
be most carefully screened. Many of the requirements of these 
industries can and should be filled in the ordinary course of business, 
without governmental intervention. The claim of essentiality shoul 
not be used to let certain concerns gobble up materials which otherwise 
would continue to flow through normal business channels and increase 
goods made available for civilian consumption. In our present 
twilight of part peace, part war, our normal! base of civilian production 
with its concomitant full employment of wage earners should be 
preserved and encouraged to as great an extent as possible consistent 
with direct military needs and ‘the minimum of de ‘fense-supporting 
and essential civilian demands. At the same time, in accordance 
with the act’s policy, the powers should be used where necessary to 
prevent undue strains and dislocations. 
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Your committee expects that the agencies administering this act 
will keep these principles in mind in carrying out the powers granted 
under the act, and will exercise wise judgment and sound discretion 
in applying them to specific situations. 


SMALL BusINEss AND THE Derense EFrrort 


Experience under the Defense Production Act has demonstrated 
clearly the dangers to our free competitive economy and to independent 
small business which your committee foresaw last year. Constant 
vigilance must be exercised of all officials carrying out the program, to 
prevent undue concentration of industry and to prevent injury or 
destruction to innumerable independent small enterprises which fre- 
quently are less able to shift to defense production and less able to 
take care of themselves in a disturbed and partly controlled economy. 

This problem permeates the entire mobilization program. Small 
business must be given a fair chance to bid or negotiate on procure- 
ment contracts; small business must receive fair consideration in the 
handling of applications for accelerated tax amortization and loans 
under title III of the act; small business must be fairly represented in 
the agencies administering the act and on advisory committees in 
those agencies; and the orders and regulations must provide for fair 
treatment and a fair distribution of materials for small business. 

Your committee recognizes that many concerns will be hurt by the 
mobilization program, and that many small concerns will be among 
them. Your committee also recognizes that efforts have been made 
by the agencies to give proper consideration to independent small 
business. 

However, your committee does not consider that enough is being 
done, that the agencies, or at least many officials in the agencies, are 
sufficiently aware of the importance of giving full and fair considera- 
tion to small business in every phase of the mobilization program. 
Without this vigilant attention to the needs of small business, the 
mobilization program will suffer, their skilled labor forces and man- 
agerial talents may be dissipated, and the contribution which could 
be made by thousands of energetic and capable businesses would be 
lost. Equally important, in the long run perhaps more important, 
is the injury which will result to our free competitive economy unless 
small business receives full and fair consideration in all aspects of the 
mobilization program and is permitted to make its full contribution 
to the defense program. 

Your committee urges with all the emphasis at its command that the 
agencies review their policies and procedures to eliminate anything 
which might adversely affect independent small business and to take 
every step which might insure full and fair consideration to their 
needs. 

Because your committee considered that the present legislative 
provisions do not provide sufficient protection and assurance to small 
business, serious consideration was given by your committee to an 
amendment which would establish a Small Defense Plants Corporation 
to assist and protect small business. Your committee tentatively 
decided to incorporate this amendment in the bill, but, because of 
questions concerning the effect of some of the provisions on small 
business and the mobilization program, your committee decided that 
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it was unwise to adopt the amendment without further information on 
these points. Accordingly your committee determined, in order to 
report out the most effective and helpful bill possible, to hold hearings 
on the Small Defense Plants Corporation proposal within a week, and 
to report a bill on the subject within 3 weeks. 


ADVERTISING MATTER 


In section 402 (e) (iii) of the law, Congress expressly exempted, 
among other items, rates charged for advertising in ne wspapers, 
magazines, radio and television broadcasts, and outdoor-adve rtising 
facilities. The Office of Price Stabilization extended this advertising 
exemption by regulation to other general and specific categories, after 
finding that such exemption would not result in inflationary price 
rises and would ease the complexities of administration. Clearly this 
extension of exemption for advertising matter is in accord with the 
intent of Congress and your committee. 

Your committee is unable to understand, however, why book 
matches were specifically excluded, by name, from the regulatory 
exemption of advertising matter printed on paper. By no stretch of 
the imagination could book matches be held to have any effect on 
inflationary price rises. It is common knowledge that book matches 
are manufactured and distributed for almost exclusively advertising 
purposes. More often than not they are given away free of charge to 
the user. Your committee recommends, in view of these facts, that 
book matches for advertising purposes be treated in the same manner 
as other advertising matter printed on paper. 


ReraIters MARGINS OF PROFIT 


Your committee received testimony on need for the maintenance 
of the May-June 1950 margins of profit to retailers operating on a 
percentage discount or mark-up basis. The Defense Production Act 
in its present form now requires that due consideration be given to 
margins, among other factors, and your committee expects that such 
consideration will be given in establishing ceilings. Where the 
retailer’s expenses, in the form of commissions and the like, go up 
with the cost of the product, consideration must, of course, be given 
to these increases in costs incidental to the primary increase in costs. 


AMENDMENTS 
EXTENSION OF THE DEFENSE PRODUCTION ACT OF 1950 
(Section 1, page 1 of bill) 


The bill provides for extension of title I (Priorities and Allocations), 
title Il (Authority to Requisition), and title II] (Expansion of Pro- 
ductive Capacity and Supply), together with the voluntary agreement 
and administrative authority in title VII, in full force to June 30, 
1952, and to June 30, 1953, to the extent necessary to aid in carrying 
out contracts relating to national defense entered into by the Govern- 
ment prior to July 1, 1952. ‘Title IV (Price and Wage Stabilization), 
title V (Settlement of Labor Disputes), and title VI (Control of 
Credit) would be extended through February 29, 1952 

S. Rept. 470, 82-13 
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The February 29, 1952, date for the extension of titles IV, V, and 
VI was chosen because it was felt by your committee that it was 
necessary to review the program again in the near future. As 
result of the delay in the imposition of general price and wage con- 
trols, the stabilization program has not been underway for a long 
enough time to warrant a thorough evaluation of the statute and its 
effects. How much the present difficulties are the result of admin- 
istrative deficiencies, how much the result of the delay in starting 
the program so late, and how much these difficulties are the result 
of possible deficiencies in the statute, cannot, in our judgment, be 
determined at this early date. By next winter, also, it will be pos- 
sible to make a better appraisal of the impact of the defense program 
on our economy. By that time the making of military obligations 
should be in full swing, deliveries to the military extremely ‘heavy, 
the expansion of industrial facilities at its peak, and the pressure on 
pric es and wages very heavy. 

The same considerations also apply to the extension of titles I, II, 
and III, which are concerned primarily with channeling and increas- 
ing supply and production. Here, however, it seemed to your com- 
mittee appropriate to extend the powers to the end of the fiscal year, 
partly because the operations of the NPA and other agencies exercising 
the allocations authority are so closely tied to quarterly production 
schedules and require so much advance scheduling and lead time, and 
partly because of the longer-run phases of the various programs under 
the title I1f authority for increasing production. ‘The limited exten- 
sion of these powers from July 1, 1952, to June 30, 1953, to aid in 
carrying out defense contracts entered into before July 1, 1952, was 
continued, in the light of the testimony presented before your com- 
mittee to the effect that the military programs and the necessary 
expansion of productive capacity would continue into 1953. It is 
not clear at this time, of course, what defense contracts made before 
July 1, 1952, will have to be carried out during fiscal 1953, nor what 
priority allocation, requisitioning authority under titles I and II, or 
what contracting, loaning or subsidy functions under title IIT will be 
needed in fiscal 1953 to carry out those contracts. But your com- 
mittee feels that there can be no question as to the desirability of 
providing broad authority under titles I, I], and LI], to whatever 
extent is necessary for the purpose of carrying out any such contracts. 


LIMITATION ON ROLL-BACKS 
(Section 2, page 2 of bill) 


Much testimony was presented to your committee on the subject 
of price roll-backs, particularly as they were applied to beef. The 
evidence showed that the threat of future roll-backs, possibly even 
to pre-Korea price levels, was acting or might act as a deterrent to 
production, by imposing an undue risk on the processing, financing, 
and distribution of commodities. 

The Government has had, since the general price freeze in January 
1951, 5 months to roll back any prices which were seriously out of 
line. Producers should not be required | or expected to go on iucefi- 
nitely not knowing whether their prices will be rolled back to a pre- 
Korea level. 
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Since anything which hampers production has an inflationary ten- 
dency, your committee came to the conclusion that it would contribute 
to the stabilization program to impose limitations on the authority to 
roll prices back. 

At the same time, your committee was of the opinion that the roll- 
backs which had already taken effect could not reasonably be con- 
sidered a hardship on producers, or a threat to production. Conse- 
sequently, the decision was made not to recommend cancellation of 
roll-backs taking effect before the enactment of the amendment. 

While the provision adopted by your committee is in some respects 
similar to a change in the base date (May 24-June 24,1950), vour 
committee was of the opinion that such a change was not necessary or 
desirable. In those cases where fair and equitable ceilings can be 
maintained below the 1951 levels, either by reason of roll-backs which 
have already taken effect or by reason of possible paaaibe orders not 
involving roll-backs which could freeze prices below the January 1951 
levels, vour committee considered that the stabilization program would 
be strengthened, without injury to the producer or a threat to pro- 
duction. 

Accordingly, with a view to increasing production, your committee 
adopted a provision limiting the extent to which prices could be 
rolled back. 

The provision prohibits roll-backs which take effect after the 
enactment of the provision and which roll the price below the price 
prevailing during the period from January 25 to February 24, 1951. 
This period was selected in the light of the action of the executive 
branch in freezing the general price level on January 26, 1951. 

The provision does not cancel roll-backs which have already taken 
effect; it permits roll-bac “es which do not reduce prices be ‘low the 
January-February 1951 level if the ceiling is set at the price im- 
mediately preceding the issuance of the regulation, thus involving no 
roll-back. It should be noted that the provision does not permit 
ceilings to be imposed on agricultural commodities at levels below the 
minimum levels now prescribed in section 402 (d) (3) of the Defense 
Production Act. 


Hold the line 


In the Defense Production Act which your committee recommended 
last August to this body and which the Congress subsequently en- 
acted with amendments, a base period was provided, May 24—June 
24, 1950, which was intended to serve as a standard for the deter- 
mination of maximum price ceilings. It was the earnest desire 
and intent of your committee that in the administration of the price 
stabilization program prompt steps would be taken to keep prices in 
a reasonably satisfactory relationship to prices existing in this normal 
pre-Korean War period. Instead prices were allowed to go on their 
merry upward way, in spite of the pleading of many members of your 
committee, the Congress, and other patriotic citizens. 

Finally, after 4 months had passed and new price levels and price 
relationships had enmeshed themselves in the economy, the General 
Ceiling Price Regulation was issued on January 26 and prices were 
fixed at the maximum price existing for each commodity during the 
period December 19, 1950-January 15, 1951. The base period was 
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not the one recommended by Congress and could just as well have been 
fixed for any prior period. 

Since the issuance of that general regulation, so-called tailored price 
ceiling regulations have been issued. Some, it is true, provide for 
roll-backs from the general freeze date but many new regulations are 
providing for price increases over the ceilings on the freeze date—in 
the name, of course, of maintaining proper price relationships. 

Your committee has heard enough evidence to be convinced that 
any method or any base which may be chosen will result in a certain 
amount of arbitrariness and relative inequity. Since it is convinced 
that industry possessed as it will be of the certain. knowledge that it 
will not suffer any further price roll-backs beyond January 24— 
February 24 and since there will be considerably less wasted effort 
and irritation, production will be that much greater. However, your 
committee is likewise concerned that while prices cannot be rolled back 
beyond January 24 they are likely in view of recent actions to be rolled 
forward. While your committee realizes that to fix in the law a price 
freeze on the date of January 24 would be impractical, and in very 
rare instances perhaps unworkable, it urges that the Price Adminis- 
trator hereafter in fixing any maximum ceiling not fix a maximum ceil- 
ing at a higher price than the minimum price existing for the commod- 
ity in the period January 24 February 24. This will once and for 
all stop any further price increase based on other price increases that 
were in turn based on other price increases. The vicious circle of 
price increases must be broken sometime and by someone. Your 
committee is satisfied that unless it urges what to some may appear 
and will be called an arbitrary action, the easy way—the inflationary 
way—will be taken. Your committee is not convinced that the 
so-called anti-roll-back amendment will cause a general upward in- 
crease in prices across the board as some suggest. Quite the con- 
trary, it is vour committee’s opinion that it will result in a le veling 
out and a price level lower than would otherwise be the case. 


LIMITATIONS ON CREDIT CONTROLS FOR AUTOMOBILES 
(Section 3, page 2, of bill) 


When the Defense Production Act of 1950 was under consideration 
by your committee it was apparent that demand for consumer goods 
had been rising rapidly even before the Korean crisis, and that con- 
sumer credit had been a major factor in expanding this demand. This 
expansion was being greatly accelerated as a result of the Korean 
crisis, and was recognized as an important factor contributing to the 
growing inflationary pressure. Following expiration on June 30, 1949, 
of the authority of the Board of Governors of the Federal Reserve 
System to exercise control of consumer credit, such credit bad in- 
creased at an average annual rate of about $3 billion, and in the month 
of May 1950 the increase in such credit was at the annual rate of 
$6 billion. 

By far the greater portion of consumer credit is installment credit, 
especially for the purchase of durable goods. Of the total increase in 
consumer credit above referred to, 83 percent was in installment 
credit. Following the removal of consumer credit controls on June 
30, 1949, reduced down payments and extended periods for deferred 
payments became general. 
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Your committee last August recognized the fact that the extraor- 
dinarily high and increasing demand for consumer goods was being 
greatly accelerated by the easy credit terms which prevailed after the 
removal of controls. It was clear in this situation that demand for 
consumer goods tended to outrun supply, with consequent rapid rises 
in prices, which were approaching record levels. It was clear also 
that increased requirements for military purposes would further 
aggravate the situation, and that unless prompt action was taken the 
country would be faced with serious problems of gray markets and 
spiraling prices. 

Such was the situation that prompted enactment of section 601 of 
the Defense Production Act of 1950. The section revived the author- 
ity of the Board of Governors of the Federal Reserve System to exer 
cise consumer-credit controls in accordance with the provisions of 
Executive Order No. 8843 (August 9, 1941) until such time as the 
President might determine that the exercise of such controls was no 
longer necessary, but in no event beyond the date of termination of 
the section. 

Exercising the authority conferred by this section promptly, the 
Board of Governors of the Federal Reserve System on September 18, 
1950 (10 days after the bill became law), issued regulation W, apply- 
ing to the business of extending installment credit in amounts of 
$5,000 or less. Among other provisions, the regulation required down 
payments of one-third on passenger automobiles designed for the 
purpose of transporting less than 10 passengers, including taxicabs, 
and payment of balances due in 21 monthly installments. Less than 
a month later—October 16, 1950—the period allowed for completing 
deferred payments was reduced to 15 months. 

lhis drastic restriction was established just when expansion of 
defense industries was bringing about extensive migration among 
workers, thousands of whom needed automobiles for transportation to 
and from their places of employment. It became exceedingly diffi- 
cult—in many cases impossible—for such workers, as well as other 
low-income persons, to acquire needed transportation because they 
were unable to meet the larger monthly payments necessary under 
the shortened period for completing payment. Complaints from 
persons so situated were received in great numbers by members of 
your committee to the effect that employment in defense industries 
was available to them, but that they were unable to provide themselves 
with transportation to and from the place of employment, and unable 
to secure living accommodations at the plants where employment was 
available. 

Data received by members of the committee also established the 
fact that moderate- and low-priced cars—the type needed by defense 
workers and other low-income persons——-were accumulating in the 
hands of dealers and manufacturers. Plants and workers were be- 
coming idle and the resulting decreased production only served to 
intensify the inflationary pressures rather than reducing them. 
Abundant evidence of these facts was presented to your committee as 
well as to the Joint Committee on Defense Production. It is our 
understanding that similar evidence has been presented to the Board 
of Governors of the Federal Reserve System, but the Board has not 
seen fit to liberalize the terms of regulation W as applied to the pur- 
chase of automobiles. 
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Your committee is convinced that the representations made as to 
conditions prevailing in the field of installment purchases of auto- 
mobiles are sufficient to justify enactment of a statutory requirement 
that no more than one-third down payment and not less than 18 
months for completion of deferred payments shall be prescribed by the 
Board of Governors of the Federal Reserve System for installment 
purchases of automobiles under the authority conferred by the 
Defense Production Act of 1950, as amended. Your committee’s sole 
purpose in approving this provision is to extend from 15 to 18 months 
the maximum maturity for deferred payments on automobiles, and to 
prevent a higher down payment than 33% percent as now provided in 
regulation W. No change in the method of calculation is intended. 

In arriving at this decision your committee wishes to emphasize 
its conviction that the administration of controls over consumer 
credit by the Board of Governors of the Federal Reserve System 
should be sufficiently flexible to permit relaxation or tightening of the 
regulations in accordance with the conditions prevailing in the re- 
spective segments of the economy to which the regulations apply. 
Specifically, it is your committee’s view that relaxation of the control 
regulations should be promptly effected when it becomes evident that 
accumulation of inventories seriously threatens to impede produc- 
tion with resulting unemployment in the industry affected. Con- 
versely, controls should be tightened when it becomes apparent that 
the supply of the articles affected tends to fall below demand. An 
important element in the desired flexibility of credit control regula- 
tions is promptness in making changes to meet changed conditions 
of the type above indicated. 

Peal-estate credit control 


It is your committee’s further firm conviction that regulations for 
the control of real-estate credit, authorized under sections 602-605 
of the Defense Production Act of 1950, should be relaxed insofar as 
they tend to retard the production of adequate housing in officially 
designated critical defense areas as provided for in section 204 (m) 
of section 5. 


REPEAL OF TITLE II APPROPRIATION LIMITATION 
(Section 4, page 3 of bill) 


This amendment would delete the present ceiling on appropriations 
for the expansion of productive capacity and supply under title ILI. 
Section 304 (a) now provides borrowing authority in the amount of 
$600,000,000 for this purpose, and section 304 (b) contains additional 
appropriation authority in the amount of $1,400,000,000. Of this 
authorization $1,000,000,000 has already been appropriated to cover 
purchases and resales, commitments to purchase, and loans during the 
fourth quarter of fiscal 1951. 

This would leave only $400,000,000 available for appropriation for 
the entire fiscal 1952. Such a limited amount for the purpose of 
increasing productive capacity and supply, in the magnitudes de- 
scribed earlier in this report, would be hopelessly inadequate. 

Your committee therefore removed the specific limitation. Re- 
quests for appropriations for these purposes will, of course, be 
scrutinized by the a Committees on Appropriations and 
passed upon by the Congress. 
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EXTENSION OF THE HOUSING AND RENT CONTROL ACT OF 1947 
(Section 5, page 3 of bill) 


On June 6 of last year your committee recommended an extension 
of Federal rent control to June 30, 1951, which it believed consistent 
with the policy of Congress to terminate Federal rent control at the 
earliest possible time and to provide for an orderly transition to a 
free rental market. Your committee stated in its report: 

This bill will achieve two major purposes: It will prevent hardship and economie 
dislocation for millions of citizens and at the same time it 


will insure an orderly 
transition to a free rental market. 


The bill recommended was a decontrol bill in that it provided four 
methods of decontrol, three of which were based on local self-determi- 
nation. It was the belief of your committee that the easiest transition 
to a free rental market was to give local governing bodies the authority 
to remove rent control and further to require local bodies to request 
affirmatively controls if they were to continue in the community after 
January 1 of this year. At that time it was the consensus of your 
committee that on June 30 of this year rent control at the Federal 
level should, and would, be permitted to die. 

The day after the Housing and Rent Act of 1950 became a law 
marked the outbreak of the present Korean conflict. Since that time 
a vast mobilization program has been undertaken. Legislation has 
been provided for economic stabilization and we are engaged in an 
all-out defense effort. 

In the meantine, rent control would have expired in a very large 
number of communities on December 31, 1950, through failure of the 
local governing bodies to act affirmatively for continuance of Federal 
rent control. When your committee began looking into this potenti- 
ality on November 29, 1950, it was reported that about 1,700 incor- 
porated places with a population of 27,839,000 and an estimated 
3,750,000 rental units had failed to act. Your committee felt it neces- 
sary to extend the automatic decontrol date to give the new Congress 
an opportunity to review the entire matter of rent control in the light 
of the total mobilization program. The Congress extended the date 


to March 31, 1951. Again in March the date was extended to June 
30, 1951. 


Present need 


In the light of these new and changed conditions your committee 
conducted a thorough hearing on the need for further Federal rent 
control. Government officials, re presentatives of landlords, tenants, 
veterans, labor and consumers, and individual property owners were 
heard on the question. After a careful study of the testimony your 
committee feels that Federal rent control should be continued during 
the present national emergency in order to assist in the achievement 
of over-all economic stabilization and in the interest of our vast 
defense effort. 

Evidence presented to the committee left no doubt whatsoever 
that there exists a very serious housing shortage in a large number of 
communities, particularly in areas around reactivated and expanded 
military establishments and areas to which large numbers of workers 
are migrating because of increased work in defense plants. Testi- 
mony on behalf of the military as well as that of other Government 
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officials indicated that in many areas around military installations 
exorbitant rents are the rule rather than the exception. This infor- 
mation came from exhaustive surveys made by the Army, Navy, and 
Air Force and presented by them to your committee. 

Your committee also received a number of communications from 
commanding officers of military posts telling of exorbitant rents being 
charged GI’s and their families and the wholesale increases in rents 
in and around these military establishments as the limited supply of 
vacant housing accommodations diminish. Your committee also 
has been informed that vital defense work is already being held up 
and will suffer even greater delays because of the inability to secure 
or retain the manpower required because of the high rentals being 
asked for the housing accommodations still available. 

A typical example of what is happening around military installa- 
tions may be taken from the Detroit (Mich.) Free Press, March 7, 
1951: 

SELFRIDGE AIRMEN CITE RECKLESS RENT BOOSTS 

Mount CLemMens.—Excessive rent increases have been imposed on Selfridge 
Field Air Base personnel, a spokesman for the base charged. 

Capt. Arthur J. McConnell, Jr., public information officer, declared that some of 
the increases imposed on 800 military families were reckless. 

He said Col. James R. Gunn, base commander, had recommended a continued 
survey of the situation by unit commanders. 

The Selfridge Flyer, air-base publication, complained of the increases in a 
front-page editorial. 

Controls were lifted a week ago despite protests by Colonel Gunn. 

The following instances were cited: 

An airman who had been paying $55 a month for a $45-ceiling apartment has 
been asked to pay $80. 

A rental which had been $75 was raised to $125, 

The 1950 census reported a vacancy rate country-wide of only 
percent for nonseasonal, nondilapidated dwelling units offered for 
rent. The Housing Expediter reported that housing surveys in 100 
cities indicated less than two-thirds of 1 percent of units vacant. 
The Bureau of Labor Statistics recently reported that- 

In nine areas where rents have been uncontrolled * * * from 28 to 70 
percent of all rental units have experienced rent increases * * * The average 
rise in rents since mid-1949 for the nine decontrolled cities was 19.8 percent. In 
contrast the cities which remained under control rose an average of 3.5 percent. 
These surveys were made several months ago and in areas where pre- 
sumably the vacancy ratio was nearer normal. Your committee was 
persuaded that with the slowing down of new residential construction 
and the sudden expansion in the demand for rental housing accom- 
modations in many industrial and defense areas, rents without reason- 
able control in these areas would increase inordinately and cause 
inflationary pressure on wages and all segments of the economy. 

Testimony on the part of mobilization officials, including the De- 
fense Mobilizer and the Chairman of the Munitions Board, urged 
that the authority to stabilize rents is essential to the successful prose- 
cution of our industrial expansion and military procurement program. 
It was insisted that without such controls there would be a serious 
morale problem as well as a large turn-over in workers with the re- 
sultant additional expense involved in training new workers. 
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Provisions of the bill 

Controls in critical areas.—In the light of this and other testimony 
your committee, fully cognizant that the Congress prior to Kore: 
was definitely committed to an early termination of Federal rent 
control, .% Is that authority should be granted to impose or reimpose 
controls in certain limited areas. The bill as reported therefore, 
provides salute for the recontrol or control of maximum rents in 

“critical defense housing areas.” Such controls can be imposed only 
upon the designation of an area as a critical defense housing area by 
the Secretary of Defense and the Defense Mobilizer, acting jointly, 
under certain well-defined standards. In order for such an area to 
be so designated, all of the following conditions must exist: 

A new defense plant or installation has been or is to be provided, 
or an existing defense plant or installation has been or is to be reac- 
tivated or its operation substantially expanded ; 

2. Substantial in-migration of defense workers or military personnel 
is oe to carry out activities at such plant or installation; and 

A substantial shortage of housing required for such — 
aes or military personnel exists or impends which impedes ¢ 
threatens to impede activities of such defense plant or installation. 

In addition, your committee felt that, since the need for rent control 
as an aid to the defense effort is not limited to any particular type of 
housing accommodations, authority should be granted to impose 
controls on all types of housing, including those heretofore exempted 
from controls, such as new construction since February 1947, conver- 
sions, hotels, motor courts, and the like. 

Rent control can continue in such areas only so long as the area is 
determined to be a critical defense housing area. In addition, the 
local option provisions of the present act are applicable to critical 
defense housing areas with the proviso that controls may be reim- 
posed upon a further certification after the expiration of 30 davs from 
the date of the local option decontrol. 

Relaxation of regulation X.—Your committee is well aware that rent 
control is not the answer to a housing shortage. The only real solu- 
tion is the building of additional housing. For that reason your com- 
mittee has included in the bill a provision that when an area is certified 
as a critical defense housing area, real-estate construction credit con- 
trol shall be relaxed. Your committee feels that this is a necessary 
incentive toward the creation of sufficient construction as to make 
possible an earlier termination of rent control. 

Recontrol by local governing bodies.—Under the present law in an are: 
that has been decontrolled through action of a local governing body 
Fedefal rent control may not be reimposed in any manner. Your 
committee feels that provision must also be made permitting the local 
governing bodies to reimpose Federal rent control where heretofore 
they had the authority to remove those controls. Your committee is 
well aware that the housing situation in many localities has changed 
substantially as a result of our defense effort. Where there were 
vacancies there are now shortages; where landlords were in competition 
for tenants, now tenants are in competition for the accommodations. 
In the operation of the democratic processes at a time of national 
emergency your committee feels that it is only just and fair to permit 
recontrol upon initiative of these same local governing bodies. Such a 
provision is now included in the bill. 
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Local and State rent control—Testimony before the committee 
indicates that at least one State and some local communities have 
their own local rent control. Your committee feels now, as it did a 
year ago, that rent control, whenever possible, should be handled by 
local law and local authorities. While circumstances of the moment 
necessitate that Federal controls should be continued, where local 
controls are in effect and are adequate they should be permitted to 
continue and the Federal Government should not be permitted to 
reimpose its controls. 

Accordingly, safeguards are placed in the bill to continue effective 
State and local controls by providing that Federal controls cannot be 
reimposed unless and until the rent component of the Consumers 
Index of the Bureau of Labor Statistics for such State or locality has 
increased more than the rent component of the index for the entire 
country during any 6-month period. 

Twenty percent increase.—In considering new rent-control legislation 
your committee was quite concerned with the position of landlords, 
particularly the small landlords who rely upon the income from one 
or two pieces of property for their livelihood. Every known avenue 
was considered to find some method to provide landlords a satisfactory 
income from their property so that, to some extent at least, the 
landlord’s, particularly the small landlord’s ‘‘take-home pay’’ was 
in line with the relative position of others in our economy. 

The testimony of the Housing Expediter relative to adjustments 
granted during the past vear indicates that the amount of the : adjust- 
ments has been liberalized and the procedures have been simplified. 
With the aid of local rent advisory boards a simplified procedure 
was instituted for granting landlords, particularly the small landlords, 
compensation for increased operating costs. Out of 317 local rent 
advisory boards in all areas under rent control, 190 adopted the 
simplified procedure for areas containing approximately 3,200,000 
rental units out of the estimated total of 6,700,000 under rent control. 
The majority of the boards recommended a standard 15-percent 
increase. Most of the boards which did not adopt the plan felt 
that other simplified procedures for individual adjustments were 
adequate. As of April 25, 1951, almost 400,009 such adjustments 
had been granted. 

There was also evidence that during 1950 the landlords’ net operat- 
ing income had increased considerably since 1942. It was not denied 
that expenses were higher in 1950 but because of additional income 
through lack of vacancies, elimination of so-called sales expenses, less 
maintenance and repair expenses, and reduction of nonessential serv- 
ices, the net operating income position of landlords was considerably 
better than in pre-W orld War LI days. His income after expenses is 
considerably higher now. Further evidence indicated that the land- 
lords’ investment was in good condition in that foreclosures were at 
an all-time low and sales prices of rental housing had increased very 
materially over the prewar level. For these reasons some of the mem- 
bers of your committee felt that the present provisions for the adjust- 
ments in rent were adequate and no further grounds for an increase in 
rent should be written into the act. Particularly were these Senators 
impressed with the work of the local rent advisory boards, composed 
of volunteer citizens who work in the interest of both landlord and 
tenant. It was believed that these local citizens could, and would, 


nee 





AMENDING THE DEFENSE PRODUCTION ACT OF 1950 25 


as they had during the past year, bring about necessary rent adjust- 
ments within the framework of the present act. 

On the other hand, other members of the committee, cognizant that 
all the other items making up the cost of living had increased con- 
siderably over that of rent, felt that it was only just and fair to bring 
landlords into a more favorable position by allowing them rent in- 
creases commensurate with the increase in the consumers’ cost of 
living index. They felt that, while landlords’ net income might be 
higher, their dollars still would not buy as many cost-of-living items 
due to the increased cost of food, clothing, shelter, services, ete. 

Your committee stated in a previous report on the Housing and 
Rent Act of 1949, a slight increase in rent can result in a very large 
increase in the net return to the landlord. The net return to the 
landlord is in effect his take-home pay. In the interest of bringing 
about a satisfactory and equitable solution, your committee was con- 
fronted with the problem of determining just what percentage increase 
in rent was necessary to bring the average landlord’s net operating 
income to such a level as would place him in a more favorable position 
in contrast with the increase in the over-all cost of living since World 
War II and at the same time seeking to protect the tenant against an 
exorbitant increase in his rent bill and ultimately to help eheck 
inflation. 

Your committee feels, after considered deliberation, that it has 
reached a just and fair solution of the matter. A 20-percent increase 
in rents above the level of wartime rents will, in the opinion of your 
committee, raise the net operating income of landlords sufficiently 
to place his income in line with the present cost of living. Provision 
has been made in the bill, therefore, for an automatic increase in rent 
so that every landlord will be able to collect at least 120 percent of the 
maximum rent under the Emergency Price Control Act. Adequate 
safeguards are provided for increases granted for capital outlays, in- 
creased services, furniture, furnishings, and equipment under the 
Housing and Rent Act of 1947 and for hardship and other adjustments 
granted prior to the present act. Likewise provision is made for a de- 
duction of those increases which individual landlords may have al- 
ready received under the present act to compensate them for increased 
costs and expenses, so as to bring all landlords into the same relative 
position. 

Inequity and hardship adjustments.—Provisions of the present act 
for correction of inequities and hardships are continued. Likewise 
the local rent advisory board machinery is continued to provide a 
means of equitable treatment for both landlords and tenants at the 
local level. 

It would be impossible to write a rent formula that would be fair 
to every landlord in the country or that would place each landlord in 
the same position. Your committee feels, however, that with this 
amendment and the continuation of the provision for hardship 
adjustments, landlords would generally be treated equitably during 
this period of emergency. 

Kriction control. The testimony revealed that the problem of 
evictions was acute in areas where serious housing shortages existed. 
In fact, illegal evictions are difficult to cope with and prevent under 
the present act. Yet, an illegal eviction is more disruptive of the 
family life than are illegal overcharges. It was apparent that addi- 
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tional authority was necessary to correct a deficiency in the present 
enforcement machinery. Accordingly, the bill makes any person who 
unlawfully evicts a tenant liable to the person so evicted (or upon 
civil action by the Government) for reasonable attorney’s fees and 
costs plus liquidated damages. This is similar to the provisions in 
the present act for damages for unlawful overcharges. 

Chicago hotels—The present act now exempts hotels from control 
except residential hotels in cities of over 245 million in population. 
The practical effect of this is to control residential hotels only in the 
city of Chieago. At the time this provision was placed in the act 
accommodations of this type constituted an acute problem in that 
city. Your committee feels, however, that this provision should now 
be eliminated. If control of hotel accommodations is necessary in 
Chicago and it is designated as a critical defense-housing area, ample 
provision is made in the bill for control in the same manner as such 
accommodations may be controlled in other critical defense-housing 
areas. 

Government housing.—The bill amends the present act so as to 
make clear a position that your committee has always taken. It 
had always been intended that housing owned and operated by the 
Government should be subject to rent control. Because this was not 
made explicit in the act it has been construed differently in some 
quarters and in at least one court decision. Accordingly, the defini- 
tion of the word “person’”’ is amended by the bill to expressly include 
the “United States or any agency thereof.” 

Transfer of rent-control office —Your committee considered rent- 
control legislation as a part of the over-all mobilization and stabiliza- 
tion program. It feels that rent control should be a constituent of 
the agencies dealing with those objectives. Accordingly, the bill 
abolishes the Office of the Housing Expediter except for liquidation 
purposes. Further, it places the powers, duties, and functions, 
heretofore vested in the Housing Expediter, in the President, with 
the provision that rent control shall be administered through the 
Office of Economic Stabilization. Appropriate provision is made for 
the transfer of functions and personnel of the Office of the Housing 
Expediter to that agency. 


Conclusion 


In the light of all the facts and circumstances brought to its atten- 
tion during the extensive testimony your committee is convinced that 
rent controls should not be removed on June 30 of this year. To do 
so would not be in the interest of the stabilization of our economy or 
in the interest of our broad mobilization program. To meet the prob- 
lem your committee feels rent control should be extended along with 
price and wage controls, with certain changes that are necessary to 
gear the new rent-control program to the present mobilization effort 
as distinguished from a program of rent control geared to early decon- 
trol of rents as contained in the act passed last June. It is the opinion 
of your committee that the bill accomplishes those objectives. 











ADDITIONAL VIEWS OF SENATORS FULBRIGHT, SPARK- 
MAN, DOUGLAS, BENTON, AND MOODY ON THE ANTI- 
ROLL-BACK AMENDMENT 


We are presenting these additional views because we believe that 
if the Senate enacts this bill, as reported, it will be telling the American 
public that it does not care about inflation, the strength of our econ- 
omy, or the value of the dollar. 

We believe that the times and the events ahead of us call, if not for 
a stronger anti-inflation law than the one we now have, then certainly 
for one no weaker. 

Yet the bill reported by vour committee is merely a crippled version 
of the present law, hamstrung, by a single, brief amendment, the 
so-called anti-roll-back amendment. 

The partially controlled inflation that might be achieved under this 
new bill is certainly better than the chaos of having no bill at all. 
For this reason, we voted to report the bill. 

But we are compelled to state what we believe to be the disastrous 
consequences of enacting the anti-roll-back amendment, adopted by 
your committee. 

It should be clearly understood that this amendment does not apply 
to beef alone. It strikes across the board—at prices paid by labor, 
by business, by farmers. 

We are convinced that this amendment will either cripple produc- 
tion or impose upon a war-distorted economy a level of prices dras- 
tically higher than today’s already inflated prices. The prices paid 
by farmers will not be exempt. And with the price line thus broken, 
the wage stabilization level cannot but follow suit. 

We will be caught up in the vortex of inflation. Your committee 
was in agreement upon the evils and the dangers of inflation. We 
agree that our fight is not on one but on two fronts: against communism 
from without and inflation from within. We are agreed that a defeat 
from within would be just as disastrous as a defeat from without—and 
much less costly to our enemy. 

Weagree that we must build and maintain our strength, ‘both military 
and economic, if we are to avert another world war. We know that 
this will require the expenditure of many tens of billions of dollars for 
defense purposes, and that this can only mean an ever-widening gap 
between consumer dollars and consumer goods. 

Yet the committee hearings were held during a temporary lull in the 
advance of inflation, and there was, and still is, a temptation to forget, 
or to minimize these dangers. We had watched the wholesale price 
index, which jumped 16 percent from June 1950 to February 1951, 
hold steady during the last 4 months. And as the hearings closed, 
wholesale prices had just begun to turn downward. Consumer prices 
experienced a similar leveling throughout the spring. The effect of 
this price lull was to make the proble m of digging in against inflation 
less urgent in the public mind. 

27 








28 AMENDING THE DEFENSE PRODUCTION ACT OF 1950 


Yet your committee received abundant evidence that this is merely 
the lull before the real inflationary storm. Our mobilization ont 
is now in low gear. Its speed will accelerate during the coming ves 
bringing on mounting inflationary forces. During the next 12 ena. 
our defense spending will be twice what it has been since Korea. 
During the past year, actual deliveries to the Defense Department 
alone averaged just under $1 billion a month; currently the delivery 
rate is about $2 billion a month; over the next 12 months, it will aver- 
age over $3 billion a month. 

During the first quarter of this vear, only 12 percent of our steel 
supply was being devoted to defense production. By the end of the 
vear it will be 20 percent. Civilian allotments of copper have been 
cut by 25 percent already, and defense uses of copper continue to rise. 
One-quarter of our aluminum supply this vear will be diverted from 
civilian to military uses. Only a third of our total stockpile require- 
ments have as yet been met. From 3 to 4 million workers will have 
to be diverted from civilian to defense production, and we have not 
yet drawn all of the required manpower into the armed services. 

The $38 billion actual deliveries of defense items during the next 
year means sharp drains from civilian supplies of goods, and sharply 
reduced civilian markets; and at the same time it means that $38 
billion will be paid into the hands of businesses and wage earners, 
which can be used to bid up prices on limited civilian markets—unless 
effective price ceilings prevent it. 

All of this spells one thing: ever shrinking consumer supplies; ever 
growing consumer demands. Lower Government spending, higher 
taxes, and tight credit policies can and must help narrow the gap. 
But as the defense economy shifts from second to high, the gap cannot 
be totally closed. Direct controls—effective controls—well adminis- 
tered controls—must make up the difference. 

The great mass of consumers, who are not prodded by some organ- 
ized group, often do not express themselves on economic issues until 
the economic pressures are upon them, and it is too late to take 
preventive action. During recent months, the necessity of writing to 
Washington about inflation has seemed postponable. A general feel- 
ing arose in Washington that there was no great interest throughout 
the country in this anti-inflation legislation. 

The consumers have no lobby and no lobbyists. 

No consumer representative, as such, appeared before the Com- 
mittee to complain about the $20 billion that has been taken from 
consumers through the rising prices of the past year. 

Your committee heard no representatives of the American tax- 
payer, as such, to protest the fact that a Garand rifle that used to 
cost $44 now costs $64, and that last vear’s tax increase has already 
been rubbed out by the $7 billion extra the Defense Department is 
paying in higher prices. 

We believe that the Congress should be the consumer’s spokesman. 
We believe that the Congress should lead and educate, should give 
the public the facts and help it to face the real dangers, and should 
not merely follow the tardy spurts of public alarm or public avathy. 

We believe the Congress should see beyond this temporary calm, 
and fix its attention on the pressures of inflation which are coming 
within the 8-month life proposed for this act. 
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We have heard it said that the American public and American 
business will not stand for ‘‘a system of price roll-backs or the burdens 
and complications of controls.’’ We believe that the Congress should 
begin to ask “‘What will the American economy stand?’ While it 
may not function ideally under controls, the economy cannot with- 
stand a run-away inflation. 

Any effective program for controlling inflation—through tax in- 
creases, expenditure cuts, and credit restrictions, as well as the 
awkwardness of controls—is not likely to be popular. But if the 
Congress should fail to protect our basic economic structure; if 
should stand by while the fires of inflation are burning out our free 
system, then it would scarcely be doing its duty. 

For these reasons, we oppose thé anti-roll-bac k amendment reported 
by your committee. That is why we have set down, in these addi- 
tional views, the basis for our conviction that this amendment can 
only sabotage the entire stabilization program by leading to drastic 
price increases—and an engraved invitation to a round of wage 
increases. 


PRICE RELATIONSHIPS ARE VITAL TO PRODUCTION 


No price lives alone. All prices come in groups, and bear close 
relationships to each other. The price of raw wool governs the price 
of woolen worsteds which governs the price of men’s suits. 

Trying to freeze all prices on a given date is as impossible as trying 
to freeze a high jumper in midair. Like the high jumper, prices are 
always in motion; and like the high jumper, they are always somewhat 
distorted from their normal position. 

Any general price freeze, such as the one instituted on January 25, is 
bound to catch prices out of shape, and “in midair.” To go back to 
the wool example, raw wool prices had jumped from $2.93 a pound on 
October 19, 1950, to $3.90 a pound on the freeze date. But in the 
same period, the pric e of 14-ounce men’s suiting ane only had time to 
advance from $4.75 to $5.24 a vard. In order to bring the suiting 
prices into line with raw wool prices, OPS had to ican suitings to 
$6.70 a yard, which probably increases the price of a man’s suit by 
$5.11. Without such an adjustment, the suiting manufacturer would 
have been forced out of business. 

A more desirable alternative would be to bring the abnormaily 
high price of wool down, rather than raising the price of men’s suits 
to meet the price of wool. Such a thing would be prohibited by the 
“anti-roll-back amendment.”’ 

The last time we had “normal” price relationships was during the 
month before Korea (May 24 to June 24, 1950), which is the “base”’ 
period established in the Defense Production Act of 1950 as it now 
stands. 

Since then, these relationships have been severely distorted by four 
events: (1) the post-Korean ‘“‘scare-buying spree’? that took place 
during July and August; (2) the second “scare-buying”’ ware that 
occurred after the Chinese intervention in Korea; (3) the Govern- 
ment’s December 19 request that all prices be held voluntarily to their 
current level, which induced many businesses to hold their prices 
while costs were rising; and (4) the anticipation, during most of 
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January, that price controls would ultimately be imposed. These 
four events meant that on January 25, when all prices were frozen, 
prices were badly out of shape, and were moving very rapidly. The 
following table of wholesale price increases between January 1950 and 
January 1951 indicates the magnitude of the distortions: 








BLS wholesale price sub- Percent | BLS wholesale price sub- Percent 
groups: increase groups—Continued increase 
Dairy _—— pes 2 . 2.2 Anthracite coal_ _ - oe, 4.0 
Kggs-. so. ROT Petroleum and products.__.. 4.8 
Fruits and ve ge ‘tables ci 3.1 Nonferrous metals 7 — 
Hides and skins_ - ; 57. 7| Structural steel ae 
Shoes ; . Wei Lumber _- ee 10. 6 
Cotton goods 27. 6 Oil and fats a 79. 1 
Silk tay eas 77.7 Rubber, crude i 134. 1 
Admittedly, the general price freeze is unfair, since it freezes all the 
distortions into the economy. (The January freeze also locked prices 


at peak levels.) Unfortunately, it is the only way the present price 
program could start. After the general freeze, it is the job of the 
price control agency to devise ways of taking each area of the economy 
(manufacturers, wholesalers, retailers, etc.) out of the general freeze, 
and of putting them under tailor-made orders that will bring price 
relationships back into shape, 

This ‘tailored pricing”’ job has its basis in the setting of manufac- 
turing prices, since it is on these that retail and wholesale prices will 
be based. This is the principal area in which the pre-Korea base 
period is used. Each manufacturer is permitted to charge his pre- 
Korea price (of May 24—June 24, 1950), rage! any post-Korea cost 
increases of materials and factory labor only (in most cases). This 
is the formula used in the general manufacturer's regulation (CPR 22) 
and in regulations covering machinery, woolens, cotton textile, ap- 
parel, and shoes. 

For those manufacturers whose prices have gone up less than their 
labor-and-material cost increases since Korea, this formula will allow 
a ‘‘roll-forward,”’ as in the case of the woolen suitings, so that prices 
will catch up with costs. Those manufacturers whose prices have 
gone up more than their cost increases will be required to bring their 
prices down into line with their costs. It is this which section 2 of 
your committee’s bill prohibits. 

It is alse the intention of the committee, as stated in the committee’s 
report, that in the administration of this amendment, not only should 
prices not be rolled back below the January 25 level; they should 
also be prevented from rising any further above the January 25 
level. In other words, all prices that have not been changed by 
OPS since January 25 would be frozen solid—with all the distortions 
of January 25 frozen in. The adjustment that kept our woolen 
worsted manufacturer in business would no longer be possible. 

These distortions of prices are not confined to one industry. They 
are distortions between business and business, between business and 
farmers, between business and labor, and between farmer and laborer. 
They are not easy to work out of the economy. Yet if production is 
to continue, they must be worked out. 


THE SPECIFIC EFFECTS OF THE ANTI-ROLL-BACK AMENDMENT 


A. It would mean a general price increase to the level of the highest 
prices: Unless production is to be stopped, the distortions must be 
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taken out of the economy. Without an upward adjustment for the 
rising price of raw wool, the worsted manufacturer cannot continue 
in business. The anti-roll-back amendment, which forbids downward 
adjustment of the highest out-of-line prices, leaves only one alterna- 
tive: to raise all prices into line with the highest general freeze prices. 

For example, rayon cloth prices have risen sharply. Rayon con- 
verters, who make up clothing, are appealing for a price increase. A 
planned roll-back of the high rayon prices would be prohibited by 
this amendment, and clothing prices would have to rise. 

The magnitude of the resulting general price increase is impossible 
to fix acc urately. Economic Stabilize r Johnston has estimated it at a 
6 percent increase in the Consumers’ Price Index, over half as great 
as the post-Korea inflation we have suffered. The most accurate 
industry estimate is for the building trades. Without this amend- 
ment, a $1 billion saving will be effected annually. If the amend- 
ment is enacted, there will be annual price increases of $500,000,000 
in building materials alone. 

B. It would mean an upward revision of the wage stabilization for- 
mula: if there were a general price increase, not only would the 3,000,- 
000 workers covered by “escalator clauses” rise automatically, but 
the general formula of the Wage Stabilization Board, which now 
automatically permits wage increases up to 10 percent since January 
1950 would be revised. 

In testifying before vour committee, Dr. George Taylor, Chairman 
of the WSB, said: 

The central theme of regulation No. 6 was the equity of preserving the standard 
of living of work, as it existed on January 15, 1950. The Board expressly pro- 
vided in regulation No. 6 that— 

“The Wage Stabilization Board recognizes that there may be further changes 
n the cost of living. The present policy is adopted for the period until July i, 
1951. The policy set forth herein will be fully reviewed and reexamined before 
the end of this period’”’ (p. 847, vol. 1, hearings). 

It would not necessarily prohibit, but might authorize severe farm 
roll-backs: The amendment provides that a price ceiling may be set as 
low as (a) the price prevailing just before any price regulation is 
issued or (6) the January 25, 1951, price. 

Farm prices are always the first to go down when there is a general 
price recession. Although the ceiling price on cotton is 45 cents a 
pound, the October futures, based on the anticipated 16-million bale 
cotton crop, are now at 37 cents. Under this amendment, OPS 
could step in tomorrow and place a price ceiling of 37 cents on cotton, 
since the price pre a just before the issuance of the regulation 
was lower than the January 25 price. 

If this amendment is designed to prevent the roll-back of beef- 
cattle prices, it is poorly designed. For if a sudden glut of the beef 
market broke the average price of beef to $25 a hundredweight, OPS 
could step in with a $25 ceiling. 

We believe this amendment could be used to the great injury of the 
farmers. 

D. It would invalidate all manufacture rs’ price regulations as well as 
all reporting work and erpenses of over 75,000 manufacturers.—This 
amendment would prohibit the use of the pre-Korea-price-plus-cost- 
increase formula used for manufacturers, since that formula involves 
a roll-back of prices out of line with the pre-Korea base period, and 
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since the first regulation to use that formula is not effective until 
July 2. That would raise the following problems: 

(a) All of the expense and work of reporting costs on the part of 
well over 75,000 manufacturers would be wasted. 

(b) The job of devising tailor-made regulations for manufacturers’ 
prices would be delayed by 4 months. 

(ce) Many concerns have already reported their costs; for them 
ceilings, involving both roll-backs and roll-forwards, are now in effect. 
Presumably, these ceilings would have to be canceled if the early 
reporters were not to be penalized. 

E. It would generally preclude passing on to consumers the advantages 
of drops in raw-materials costs——The price of burlap from India is 
now softening. If burlap bag manufacturers are now selling at their 
January 25 levels, it would be impossible to enforce the passing on to 
the farmer the advantages of the low-cost burlap, since roll-backs 
beyond January 25 levels are prohibited. 

F. Large price increases would have to be granted those concerns 
“caught short” by the general price f:eeze—Two general types of con- 
cerns would be penalized by the general price freeze unless their 
prices were raised significantly, to the level of the highest frozen 
prices: 

(a) Those concerns which responded to Government’s request for 
voluntary price ceilings: although this supposition has been deprecated, 
the fact remains that a great many public-spirited concerns did respond 
to the Government’s request of December 19, and held their prices 
despite increasing costs. 

There are many such cases that can be cited, of which the following 
are typical: The makers of Dr. Denton’s children’s apparel, which have 
the largest plant in the city of Centerville, Mich., held their prices 
despite rising cotton prices, and have had to seek relief. The Cone 
Export & Commission Co., which makes denim material in Greens- 
boro, N. C., held its price to 45 cents a yard while the industry price 
rose to 48 cents. 

(6) Makers of heavy capital machinery, whose contracts are fixed 
far in advance of delivery or production: The Baldwin Locomotive 
Co. would have operated at an annual loss of $400,000 had it been 
kept at the general price freeze level. If the committee intent of no 
price rises over January 25 is carried out, no adjustments would be 
possible. 

G. It might prevent the lowering of import prices.—The placing of a 
ceiling on domestic wool at 30 percent below the world price, which 
would have made American importers sell here at a loss, and which 
kept them from bidding at the world price, brought about a lowering 
of the Australian wool market, and enabled us to import much- 
needed wool at lower prices. The only other way this advantage 
could have been achieved is through a Government buying monopoly 
on wool, which is strongly opposed by the wool traders. The price 
of Scandinavian wood pulp might be lowered similarly, were it not 
for this amendment. 

We would also like to raise questions as to the difficulties of inter- 
preting this amendment. 

For example, what is meant by “the price prevailing’ during the 
base period? Does this mean the lowest price or the iahass price? 
Does it mean the average price for an industry or the prices that 
individual concerns were charging? 





AMENDING THE DEFENSE PRODUCTION ACT OF 1950 33 


And why was the base period selected as the month following the 
general price freeze. Presumably, the intention of the amendment 
was to prevent roll-backs beyond the general price freeze. Why was 
the standard for the general freeze—the highest prices prevailing 
between December 19 and January 25 not chosen? 

It must be admitted that to say that the Pri ice Administrator has the 
authority to roll prices back to June 1950 gives the appearance of a 
drastic power in the hands of Mr. DiSalle. We believe that this is not 
a fair phrasing of the present provisions of the law, which require that 
he “give due consideration to” the prices prevailing in the pre-Korea 
per iod. To roll prices back completely, without giving any consider- 
ation to cost increase since that date would, we believe, violate the 
requirement that all price regulations be generally fair and equitable. 

On the contrary, the application of the manufacturers’ formula, 
permitting actual cost increases to be added to the pre-Korea price 
proves to be more moderate in its effect than might be thought. The 
following table arrays the various price-roll-forwards and roll-backs 
which result when this formula is applied to the building materials 
industry. It will be seen that the largest roll-back is 11 percent, 
whereas there are price advances of 15 and 20 percent. The annual 
net saving of this regulation is about $1 billion, since the roll-backs 
would total $1.5 billion, and the ® pr ice advane ‘es $.05 billion. 
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Our economic structure gets its strength from its variety and 
complexity. Yet these characteristics make the task of price control 
exceedingly complex. Equally complex is the task of writing price- 
control laws. The amendment in question is an excellent case in 
point. It consists of less than six lines. Yet, as we see it, these six 
lines have the effect of ripping out the level foundations of the price- 
control structure, and substituting for it the ragged edge of an arti- 
ficial floor. It destroys much of 4 months’ work and experience in the 
building of a price-control structure. It makes us begin to build 
again with a completely new set of plans. One of the great com- 
plaints about the period immediately preceding the imposition of price 
controls was the uncertainty of the future. A price-control system 
was established—tardily, perhaps—and much of the uncertainty 
began to be resolved. The enactment of this amendment will stir up 
that uncertainty anew. All this, we believe, is the result of an 
apparently simple six-line provision. 

This amendment was adopted—by a bare majority of your com- 
mittee—without, we believe, a full appreciation of the many ramifica- 
tions and implications which we have attempted to set forth in these 
additional views. 

Should this amendment be adopted, it would only be the first among 
many hundreds that would soon be presented in an effort to correct 
the inequities and distortions which would be frozen into our economy. 

The Congress has often criticized our executive agencies for their 
ivory-tower approach to problems. In our view, this amendment 
represents the acme of economic unreality, the height of economic 
folly. 

J. WituiamM Fuisrient, 
JOHN SPARKMAN. 

Paut H. Dovetas, 
WituiamM Benton. 
Buiair Moopy, 


SUPPLEMENTARY STATEMENT OF VIEWS OF SENATORS 
DOUGLAS, BENTON, AND MOODY ON PROPOSALS TO 
STRENGTHEN THE DEFENSE PRODUCTION ACT 


Aside from the “‘anti-roll-back amendment,”’ which we believe will 
sabotage the entire stabilization program, there were a number of pro- 
posals to strengthen the Defense Production Act which we believe are 
deserving of more serious consideration than they have been accorded. 
Some of these proposals have been the victims of widespread mis- 
understanding. For that reason, we believe it of value to set forth 
some of the points that have been brought forward in their favor. 

Date of extension.—We believe that the 8-month extension pro- 
vided for in the committee’s bill is insufficient and unrealistic. We 
feel that the Congress will be just as hard-pressed to meet a deadline 
2 months after the convening of the next session as it has been in meet- 
ing the present June 30 deadline. We believe that the Congress can 
profit by the experience of an additional 3 months, and that the act 
should be extended for at least 1 year. 

B. Authority to build de fe NSE plants. During World War IIT a greater 
proportion of our plant expansion was achieved through the Defense 
Plant Corporation and a lesser portion through the incentives to pri- 
vate concerns of accelerated tax amortization. Most of the plants, 
though owned by the Government, were built and operated by and 
ultimately sold to private firms. 

In the light of the conduct of the present tax-amortization program, 
as presented both before your committee and before the Hardy 
Subcommittee on Expenditures in the House of Representatives, we 
believe that the findings of the Brewster report that ‘legal profiteering 
resulied from certificates of necessity”’ is still the case. We feel that 
plant expansion could in many cases be undertaken at less cosi to the 
taxpayer by direct Government building rather than by tax incentives. 
In cases where plant expansion is achieved only by the promise of a 
high amortization certificate, coupled with a direct or guaranteed 
loan and a guaranteed market, the Government is actually assuming 
nearly all the risk. It seems only reasonable that the Government 
should also own the equity. 

In other cases, such as high octane aviation gasoline or titanium 
plants, where there is no peacetime use for the product, or in cases 
where the desired location of a plant involves excessive risk, private 
enterprise cannot assume such risk, and if the expansion is to be 
ae hieved, the Government musi build the plants. 

C. Small Defense Plant Corporation.—Members of the Senate Small 
Business Committee, who are in closest contact with the problems of 
small business, are unanimous in their belief that the present pro- 
visions of the Defense Production Act are inadequate to assure small 
business its proper place in our mobilization effort. They also agree 
that the creation of a Small Defense Plant Corporation, similar to 
the Smaller War Plants Corporation of World War II, with powers 
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to assume prime contracts from procurement agencies and subcon- 
tract to small business, is desirable. While bearing in mind the 
hearings that have been scheduled on this legislation, we whole- 
heartedly endorse this proposal. 

D. Commodity speculation control.—For many years, the Securities 
and Exchange Commission has had authority to set margin, or down- 
payment, requirements for the stock exchanges. Under this au- 
thority, shortly after the outbreak of the Korean conflict, margin 
requirements on the stock exchanges were raised from 50 to 75 per- 
cent. In contrast, no such authority exists to regulate margins on 
the commodity exchanges, which during 1950 handled ne arly twice 
the dollar volume of trading handled by the stock exchanges. Al- 
though margin requirements on some markets were raised temporarily 
during the consideration of the Defense Production Act last year, 
they are, on the average, only somewhat higher than they were a 
year ago. The volume of trading in the five principal grains during 
the first quarter of 1951 was a third greater than in the same quarter 
of 1950, despite smaller crops of wheat, corn, and cotton. 

It is frequently said that for every gainer there is a loser, and for 
every buyer a seller; vet, when there are more people wanting to buy 
than there are people wanting to sell, there is an upward pressure on 
prices. It seems to us wrong that while a workingman must make a 
third-down payment on an essential automobile, a grain speculator 
need only make a 7-percent down payment in order to speculate in 
rye futures. We believe that higher margin requirements should be 
established which will help separate the professional from the non- 
professional traders, provided these requirements be not permitted to 
interfere with legitimate hedging operations. 

E. Additional enforcement powers for the price-control program.— 
During the course of the hearings, much was made of the difficulties 
of enforcing price regulations, and the dangers of black markets. Two 
proposals seem to us particularly worthy of further consideration and 
adoption: 

(1) The power to suspend licenses.—This is one of the most mis- 
understood provisions that have been proposed for addition to the 
Defense Production Act. Few people realize that the proposed pro- 
visions are almost identical to those used by OPA in World War II; 
2) that licenses are granted to all businesses as a matter of right; 
the President cannot deny any established or new business a license; 
and (3) a license can only be suspended after a warning notice of a 
first violation has been sent, and then only by a court after a full court 
hearing. ‘The experience of the last war showed that while over 32,000 
first-violation warning notices were sent, only 325 suspension cases 
had been filed in a court up to March 1945 and only 101 of these 
suits resulted in an order of suspension. Former President Herbert 
Hoover has called the licensing system ‘the backbone of all control.’ 
It is aimed only at the repeated violators, and the experience of the 
last war indicates that it was not used against the inadvertent or 
accidental violator. 

(2) Removal of the present $10,000 limit in penalizing price over- 
charges.—Provisions of the present Defense Production Act on treble- 
damage suits limit the damages collectible for a price overcharge to 
the amount of the overcharge plus $10,000. Thus, a $1,000 over- 
charge can be penalized to the extent of $13,000, while a $500,000 
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overcharge is only subject to a $510,000 penalty. The result is that 
the larger the violation, the cheaper the penalty. We believe that 
the $10,000 limit should be removed, leaving the damage ceiling 
three times the amount of the overcharge. There seems to us no 
reason why the punishment should not be made to fit the crime. 

KF. Limited subsidies as an aid to stabilization There are some 
commodities in which the production of marginal items can only be 
undertaken at a cost much higher than the general average. For 
example, small meat packers cannot derive the same income from 
byproducts (such as soap) as do large processors; a price that provides 
a fair margin for the large concerns is too low for the small processors 
but a price that provides a fair margin for the small processors results 
in windfall profits to the larger companies, and means higher meat 
prices for everyone. The same principle applies in the case of expen- 
sive shipments of iron ore by rail in the winter, as compared with 
cheaper shipment by water in the summer. 

In such cases the cost to the Nation can be reduced if the Govern- 
ment pays a subsidy covering the extra cost on that part of the pro- 
duction which is high-cost, thus permitting the general price level to 
be kept at normal levels. The alternative is to let the price on the 
low-cost item go up to the level of the highest-cost items—which case 
the public pays the difference in cost on the entire amount of meat or 
iron ore, rather than on the high-cost portion alone. 

The increase in the general price of a basic commodity results in 
still further increases in later processing and still higher costs to the 
ultimate consumer. We believe that the stabilization agencies should 
have limited authority to use subsidies to promote the objective of 
stabilization, along the general lines proposed in the original bill, S; 
1397. Such subsidies would be paid only on those items which involve 
high-cost production and not across the board. 

Paut H. Dovetas, 


WILLIAM BENTON. 
Buatr Moopy. 





1 Senator Douglas believes that this authority should be limited to differential subsidies on commoditie 
where the additional cost of inducing greater production rises steeply, as in the case of extending coy oper 
mining to the lower-grade ores. Senator Benton believes that the inflationary pressure f the | ( 
months will be so great that the use of general subsidies may well be necessary if the price line is to be ‘he I i, 
particularly if the so-called anti-roll-back amendment is enacted. He believes that the st ‘bilization @ agencies 
should have the necessary authorization, so that if the need for such subsidies arises, they can appear be fore 


the Appropriations Committees to justify the exercise of that authority 











INDIVIDUAL VIEWS OF UNITED STATES SENATOR 
IRVING M. IVES 


This report of individual views is filed in opposition to section 2 of 
S. 1717. That section would amend section 402 (d) of the Defense 
Production Act of 1950, and thereby deny the Administrator of the 
Office of Price Stabilization the power to roll back prices below “the 
price prevailing during the period January 25, 1951, to February 24, 
1951, inclusive.” It does not affect the legality of roll-backs effective 
before June 30 of this vear or before the effective date of this legislation. 

On September 1, 1950, the Congress passed and sent to the President 
the Defense Production Act of 1950, which legislation had been 
introduced on July 19. With other powers granted to the President 
was control over prices and wages. Congress realized the necessity 
for immediate imposition of controls. Pre-Korea war orders had to 
be tripled. By the end of 1951 almost one-fifth of all goods and 
services produced would be devoted to the matériels of war. 

Increase in war orders must be filled by an economy which even 
before Korea was straining at the leash to fill peak peacetime demand. 
Unemployment neared rock bottom, and consumer and wholesale 
price indexes rose sharply in the first half of 1950. Expectations were 
that prices would rise even further as inventories were accumulated 
at arapid rate. With prices already on their way up, the inflationary 
dangers of tripled war orders in an uncontrolled economy were 
frightening! y apparent to everyone except the President and his 
administration. 

Almost 5 months passed before prices were frozen. During these 
5 months controls were a toothless farce. On Avie woke r 19, 1950, 
the Price Administrator requested everyone voluntarily to hold the 
line. But his pleas generally fell on deaf ears. 

The effects of this polic vy were disastrous. From August to January 
wholesale prices generally rose over 10 percent, while consumer prices 
jumped 5 percent. The price jumps of isolated items which play an 
important part in the consumer’s cost of living were even more 
spectacular during that period. Beef prices, for example, increased 
almost 25 percent. And beef accounts for almost one-half of the 
average American’s meat diet and for over 13 percent of every dollar 
spent for food. 

Granted that our present judgment of the Price Administrator’s 
action has the benefit of hindsight. Assume that the 5-month recess 
from September to January was necessary for a staff to be assembled 
and controls formulated. Still unexplained is the reason why all 
prices were not controlled in January, and why prices were not rolled 
back then. An incredible lack of courage seems the only plausible 
ex Dlanation. 

Finally, on January 25 partial price controls were imposed. How- 
ever, even then many important items making up the consumer’s 
cost of living were not controlled. As a result, even with so-called 
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controls, consumers’ prices rose another 5 percent between January 
and June 1951. 

It is apparent to all that drastic mistakes have been made. But 
this was almost inevitable. Politics and controls do not mix well 
this the Administration has taken almost 1 year to discover. At last, 
however, the Administration is beginning to do now what should have 
been done 6 months ago. When ceilings were first clamped on, prices 
should have been rolled back where necessary. This was not done. 

These roll-backs still must be made, but the provision in the bill will 
prevent the Price Administrator from making them. This will throw 
the whole burden of the past mistakes where it least belongs—on the 
consuming public. Failure to permit further roll-backs will cause 
prices to go up even further and perpetuate serious inequities in the 
existing pric e structure. 

The section, as written, would prevent price roll-backs already 
announced by the Administrator but not yet in effect. By preventing 
further reductions in beef prices, this proposal would freeze prices of 
beef at 35 percent above January 1950 levels. Other prices and wages 
will be allowed only a 10-percent increase above that level. Also, 
the series of regulations which started with the general manufacturers 
regulation (CPR 22) and has been extended to a wide area of machinery 
and related industries, including machine tools, farm machinery, and 
other production equipment (CPR 30), woolen yarns and fabrics 
(CPR 18), cotton textiles (CPR 37), men’s and women’s apparel 
(CPR 45), and shoes (CPR 41) would be nullified. These regulations 
have been issued, but will not become fully effective until various dates 
after June 30, 1951. 

The object of these regulations is to remedy distortions in the 
“stabilized” price structure. The General Ceiling Price Regulation 
not only froze prices at the highest level in our history, but also froze 
them badly out of balance with each other. The Price Administrator 
has prnennenten regulations aimed at eliminating these distortions. 
Where January 25 prices had risen faster than costs, roll-backs will 
cut prices. Where prices have not kept pace with costs, prices actually 
will be moved forward. Thus, the regulations allow increases where 
prices have not kept pace with costs, while rolling back those prices 
which jumped beyond-—and often far beyond—cost increases. Sec- 
tion 2 of this bill will cripple these regulations. In fact, the com- 
mittee’s action discriminates oe those manufacturers who be- 
tween December 19, 1950, and January 25, 1951, heeded the Price 
Administrator’s plea to hold down prices. For many of them did 
not raise prices in line with increased costs. 

If roll-backs are not permitted, then some prices must be raised. 
Stabilization requires that prices be related both to each other and to 
wages in an equitable manner. Because the increase of demand since 
Kore: has not been spread evenly throughout the economy, some 
pric es have risen more than others. Stabilization requires that prices 
which have skvrocketed be brought into line with prices that have not 
risen so Tr apidly. Unless this is done serious inequities may result 
For one man’s price is another man’s cost. And if one man’s prict 
are not controlled, then another man’s costs are rising, and his ceiling 
must in turn be raised. Prices can be brought into line with ea h 
other either by raising the lagging prices or by rolling back the sky- 
rocketing ones. Rolling back prices is the only answer. 
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Two specific examples illustrate what section 2 of this bill will mean 
in terms of higher prices to the consumer. Consider the case of 
building materials. Present indications are that CPR 22, which 
would be nullified, would roll back building material prices $1,500,- 
000,000 a year, while allowing increases for cost equivalent to $500,- 
000,000 a year. If the proposed section becomes law, the net result 
would be changed from a saving of $1,000,000 to an immediate price 
increase of $500,090,000. Similar disastrous results to consumers 
will stem from nullification of CPR 22 as applied to the chemical 
industry. CPR 22 would lower chemical prices a total of $300,000 ,000 
to $400,000,000 per year. These price reductions would affect 
synthetic solvents (ale ‘ohol, methanol), certain plastics, DDT, and 
related heavy chemicals. Since chemicals are basic industrial raw 
materials, this would mean higher prices for a wide range of manu- 
factured goods. 

Furthermore, another price rise now would touch off a new round of 
wage increases. Labor-mapagement contracts covering some 2,940,- 
000 workers are tied to the consumer’s cost-of-living price index. As 
the cost of living rises, their wages must rise. Also, rising prices will 
provide ammunition for new wage demands by workers whose wages 
are not specifically tied to the cost-of-living index. As the noted labor 
economist, Carroll Daugherty, recently wrote: 

Wage controls and price controls are closely and intimately related. In the end 
there is no effective price control without effective wage control, and there is no 
effective wage-rate control without price control at the retail! level. The only way 
to hold wage rates down is to hold the cost of living down. 

Tbus another price rise would inspire another wage rise, and we would 
be on our way again along the spiralling path of inflation. This 
situation cannot be tolerated. 

Both consumer and producer interest dictates that section 2 of the 
bill be rejected. 


Irvine M. Ives. 





CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


_ 


Pusuic Law 774—Slisr CoNnGREss 
CHAPTER 932—2p SESSION 


H. R. 9176 





AN ACT Toestablish a system of priorities and allocations for materials and facilities, authorize the requisi- 
tioning thereof, provide financial assistance for expansion of productive capacity and supp rovide for 
price and wage stabilization, provide for the settlement of labor disputes, strengthen controls over credit, 
and by these measures facilitate the production of goods and services necessary for the national security, 


and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 

America tn Congress assembled, That this Act, divided into titles, may be cited 

s “the Defense Production Act of 1950”’. 

TABLE OF CONTENTS 

Title I. Priorities and allocations. 
Title Il. Authority to reqnisition. 
Title IIIf. Expansion of productive capacity and supply. 
Title IV. Price and wage stabilization. 
Tide a Settlement of labor disputes 
Title . Control of consumer and real estate credit. 
Title V a General provisions, 


DECLARATION OF POLICY 


Sec. 2. It is the policy of the United States to oppose acts of ageression and to 
promote peace by insuring respect for world law and the peaceful settlement of 
differences among nations. To that end this Government is pledged to support 
collective action through the United Nations and through regional arrangements 
for mutual defense in conformity with the Charter of the United Nations. The 
United States is determined to develop and maintain whatever military and 
economic strength is found to be necessary to carry out this purpose. Under 
present circumstances, this task requires diversion of certain materials and facilities 
from civilian use to military and related purposes. It requires expansion of pro- 
ductive facilities beyond the levels needed to meet the civilian demand. In order 
that this diversion and expansion may proceed at once, and that the national 
economy may be maintained with the maximum effectiveness and the least 
hardship, normal civilian production and purchases most be curtailed and re- 
directed. 

It is the objective of this Act to provide the President with authority to accom- 
plish these adjustments in the operation of the economy. It is the intention of 
the Congress that the President shall use the powers conferred by this Act to 
promote the national defense, by meeting, promptly and effectively, the require- 
ments of military programs in support of our national security and foreign policy 
objectives, and by preventing undue strains and dislocations upon wages, prices, 
and production or distribution of materials for civilian use, within the framework, 
as far as practicable, of the American system of competitive enterprise. 


TITLE I—PRIORITIES AND ALLOCATIONS 


Sec. 101. The President is hereby authorized (1) to require that performance 
under contracts or orders (other than contracts of employment) which he deems 
necessary or appropriate to promote the national defense shall take priority over 
performance under any other contract or order, and, for the purpose of assuring 
such priority, to require acceptance and performance of such contracts or orders 
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in preference to other contracts or orders by any person he finds to be capable of 
their performance, and (2) to allocate materials and facilities in such manner, 
upon such conditions, and to such extent as he shall deem necessary or appropriate 
to promote the national defense. 

Sec. 102. In order to prevent hoarding, no person shall accumulate (1) in excess 
of the reasonable demands of business, personal, or home consumption, or (2) for 
the purpose of resale at prices in excess of prevailing market prices, materials 
which have been designated by the President as scarce materials or materials the 
supply of which would be threatened by such accumulation. The President shall 
order published in the Federal Register, and in such other manner as he may 
deem appropriate, every designation of materials the accumulation of which is 
unlawful and any withdrawal of such designation. This section shall not be 
construed to limit the authority contained in seetion 101 of this Act. 

Sec. 103. Any person who willfully performs any act prohibited, or willfully 
fails to perform any act required, by the provisions of this title or any rule, regula- 
tion, or order thereunder, shall, upon conviction, be fined not more than $10,000 
or imprisoned for not more than one year, or both. 


TITLE II—AUTHORITY TO REQUISITION 


Src. 201. (a) Whenever the President determines (1) that the use of any 
equipment, supplies, or component parts thereof, or materials or facilities neces- 
sary for the manufacture, servicing, or operation of such equipment, supplies, or 
component parts, is needed for the national defense, (2) that such need is immedi- 
ate and impending and such as will not admit of delay or resort to any other 
source of supply, and (3) that all other means of obtaining the use of such property 
for the defense of the United States upon fair and reasonable terms have been 
exhausted, he is authorized to requisition such property or the use thereof for the 
defense of the United States upon the payment of just compensation for such 
property or the use thereof to be determined as hereinafter provided. The 
President shall promptly determine the amount of the compensation to be paid 
for any property or the use thereof requisitioned pursuant to this title but each 
such determination shall be made as of the time it is requisitioned in accordance 
with the provision for just compensation in the fifth amendment to the Constitu- 
tion of the United States. If the person entitled to receive the amount so de- 
termined by the President as just compensation is unwilling to accept the same 
as full and complete compensation for such property or the use thereof, he shall 
be paid promptly 75 per centum of such amount and shall be entitled to recover 
from the United States, in an action brought in the Court of Claims or, without 
regard to whether the amount involved exceeds $10,000, in any district court of 
the United States, within three years after the date of the President’s award, an 
additional amount which, when added to the amount so paid to him, shall be 
just compensation. 

(b) Whenever the President determines that any real property acquired under 
this title and retained is no longer needed for the defense of the United States, he 
shall, if the original owner desires the property and pays the fair value thereof, 
return such property to the owner. In the event the President and the original 
owner do not agree as to the fair value of the property, the fair value shall! be 
determined by three appraisers, one of whom shall be chosen by the President, 
one by the original owner, and the third by the first two appraisers; the expenses 
of such determination shall be paid in equal shares by the Government and the 
original owner. 

(ec) Whenever the need for the national defense of any personal property 
requisitioned under this title shall terminate, the President may dispose of such 
property on such terms and conditions as he shall deem appropriate, but to the 
extent feasible and practicable he shall give the former owner of any property so 
disposed of an opportunity to reacquire it (1) at its then fair value as determined 
by the President, or (2) if it is to be disposed of (otherwise than at a public sale of 
which he is given reasonable notice) at less than such value, at the highest price 
any other person is willing to pay therefor: Provided, That this opportunity to 
reacquire need not be given in the case of fungibles or items having a fair value of 
less than $1,000. 


TITLE ITI—EXPANSION OF PRODUCTIVE CAPACITY AND SUPPLY 
Sec. 301. (a) In order to expedite production and deliveries or services under 


Government contracts, the President may authorize, subject to such regulations 
as he may prescribe, the Department of the Army, the Department of the Navy, 
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e 
the Department of the Air Force, the Department of Commerce, and such other 
agencies of the United States engaged in procurement for the national defense 
as he may designate (hereinafter referred to as ‘“‘guaranteeing agencies’), without 
regard to provisions of law relating to the making, performance, amendment, or 
modification of contracts, to guarantee in whole or in part any public or private 
financing institution (including any Federal Reserve bank 
purchase, agreement to share losses, or otherwise, against loss of principal or 
interest on any loan, discount, or advance, or on any commitment in connection 
therewith, which may be made by such financing institution for the purpose of 
financing any contractor, subcontractor, or other person in connection with the 
performance, or in connection with or in contemplation of the termination, of 
any contract or other operation deemed by the guaranteeing agency to be neces- 
sary to expedite production and deliveries or services under Government contracts 
for the procurement of materials or the performance of services for the national 
defense. 

(b) Any Federal agency or any Federal Reserve bank, when designated by t} 
President, is hereby authorized to act, on behalf of any guaranteeing agi nev, as 
fiscal agent of the United States in the making of such contracts of guarantee and 
in otherwise carrving out the purposes of this section. All such funds as may be 
necessary to enable any such fiscal agent to carry out any guarantee made by it 
on behalf of any guaranteeing agency shall be supplied and disbursed by or under 
authority from such guaranteeing agency. No such fiscal agent shall have any 
responsibility or accountability except as agent in taking any action pursuant to 
or under authority of the provisions of this section. Each such fiscal agent shall 
be reimbursed by each guaranteeing agency for all expenses and losses ineurred 
by such fiscal agent in acting as agent on behalf of such guaranteeing agency, 
including among such expenses, notwithstanding any other provision of law, at- 
torney’s fees and expenses of litigation. 

(ec) All actions and operations of such fiscal agents under authority of or pur- 
suant to this section shall be subject to the supervision of the President, and to 
such regulations as he may prescribe; and the President is authorized to prescribe, 
either specifically or by maximum limits or otherwise, rates of interest, guarantee 
and commitment fees, and other charges which may be made in connection with 
loans, discounts, advances, or commitments guaranteed by the guranteeing 
agencies through such fiscal agents, and to prescribe regulations governing the 
forms and procedures (which shall be uniform to the extent practicable) to be 
utilized in connection with such guarantees. 

(d) Each guaranteeing agency is hereby authorized to use for the purposes of 
this section any funds which have heretofore been appropriated or allocated or 
which hereafter may be appropriated or allocated to it, or which are or may become 
available to it, for such purposes or for the purpose of meeting the necessities of 
the national defense. 

Sec. 302. To expedite production and deliveries or services to aid in carrying 
out Government contracts for the procurement of materials or the performance 
of services for the national defense, the President may make provision for | 


by commitment to 


1a 
i 


loans 
(ineluding participations in, or guaranties of, loans) to private business enter- 
prises (including research corporations not organized for profit ) for the expansion 
of capacity, the development of technological processes, or the production of 
essential materials, including the exploration, development, and mining of stra- 
tegic and critical metals and minerals. Such loans may be made without regard 
to the limitations of existing law and on such terms and conditions as the President 
deems necessary, except that financial assistance may be extended only to the 
extent that it is not otherwise available on reasonable terms. 

Sec. 303. (a) To assist in carrying out the objectives of this Act, the President 
may make provision (1) for purchases of or commitments to purchase metals, 
minerals, and other raw materials, including liquid fuels, for Government use or 
for resale; and (2) for the encouragement of exploration, development, and mining 
of critical and strategic minerals and metals: Provided, however, That purchases 
for resale under this subsection shall not include agricultural commodities except 
insofar as such commodities may be purchased for resale for industrial uses or 
stockpiling, and no agricultural commodity shall be sold for such purposes at 
less than the higher of the following: (i) the current market price for such com- 
modity, or (ii) the minimum sale price established for agricultural commodities 
owned or controlled by the Commodity Credit Corporation as provided in section 
407 of Public Law 439, Eighty-first Congress. 

(b) Subject to the limitations in subsection (a), purchases and commitments 
to purchase and sales under such subsection may be made without regard to the 
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limitations of existing law, for such quantities, and on such terms and conditions, 
including advance payments, and for such periods, as the President deems neces- 
sary, except that purchases or commitments to purchase involving higher than 
currently prevailing market prices or anticipated loss on resale shall not be made 
unless it is determined that supply of the materials could not be effectively in- 
creased at lower prices or on terms more favorable to the Government, or that 
such purchases are necessary to assure the availability to the United States of 
overseas supplies. 

(c) The procurement power granted to the President by this section shall 
include the power to transport and store, and have processed and refined, any 
materials procured under this section. 

(d) When in his judgment it will aid the national defense, the President is 
authorized to install additional equipment, facilities, processes, or improvements 
to plants, factories, and other industrial facilities owned by the United States 
Government, and to install Government-owned equipment in plants, factories, 
and other industrial facilities owned by private persons. 

Sec. 304. (a) For the purposes of sections 302 and 303, the President is hereby 
authorized to utilize such existing departments, agencies, officials, or corporations 
of the Government as he may deem appropriate, or to create new agencies (other 
than corporations). 

(b) Any agency created under this section, and any department, agency, 
official, or corporation utilized pursuant to this section is authorized, subject to 
the approval of the President, to borrow from the Treasury of the United States, 
such sums of money as may be necessary to carry out its functions under sections 
302 and 303: Provided, That the total amount borrowed under the provisions 
of this section by all such borrowers shall not exceed an aggregate of $600,000,000 
outstanding at any one time. For the purpose of borrowing as authorized by 
this subsection, the borrower may issue to the Secretary of the Treasury its 
notes, debentures, bonds, or other obligations to be redeemable at its option before 
maturity in such manner as may be stipulated in such obligations. Such obliga- 
tions shall bear interest at a rate determined by the Secretary of the Treasury, 
taking into consideration the current average rate on outstanding marketable 
obligations of the United States as of the last day of the month preceding the 
issuance of the obligations. The Secretary of the Treasury is authorized and 
directed to purchase such obligations and for such purpose the Secretary of the 
Treasury is authorized to use as a public-debt transaction the proceeds from the 
sale of any securities issued under the Second Liberty Bond Act, as amended, and 
the purposes for which securities may be issued under the Second Liberty Bond 
Act, as amended, are extended to include any purchases of obligations hereunder. 

(c) In addition to the sums authorized to be borrowed under subsection (b), 
there is hereby authorized to be appropriated to carry out the purposes of sections 
302 and 303, such sumsf[, not in excess of $1,400,000,000,] as may be necessary 
therefor. 


TITLE N—PRICE AND WAGE STABILIZATION 


Sec. 401. It is the intent of Congress to provide authority necessary to achieve 
the following purposes in order to promote the national defense: To prevent in- 
flation and preserve the value of the national currency; to assure that defense 
appropriations are not dissipated by excessive costs and prices; to stabilize the 
cost of living for workers and other consumers and the costs of production for 
farmers and businessmen; to eliminate and prevent profiteering, hoarding, manipu- 
lation, speculation, and other disruptive practices resulting from abnormal market 
conditions or searcities; to protect consumers, wage earners, investors, and per- 
sons with relatively fixed or limited incomes from undue impairment of their liv- 
ing standards; to prevent economic disturbances, labor disputes, interferences 
with the effective mobilization of national resources, and impairment of national 
unity and morale; to assist in maintaining a reasonable balance between pur- 
chasing power and the supply of consumer goods and services; to protect the 
national economy against future loss of needed purchasing power by the present 
dissipation of individual savings; and to prevent a future collapse of values. It 
is the intent of Congress that the authority conferred by this title shall be exer- 
cised in accordance with the policies set forth in section 2 of this Act, and in par- 
ticular with full consideration and emphasis, so far as practicable, on the main- 
tenance and furtherance of the American system of competitive enterprise, in- 
cluding independent small-business enterprises, the maintenance and furtherance 
of a sound agricultural industry, the maintenance and furtherance of sound work- 
ing relations, including collective bargaining, and the maintenance and further- 
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ance of the American way of life. Whenever the authority granted by this title 
is exercised, all agencies of the Government dealing with the subject matter of 
this title, within the limits of their authority and jurisdiction, shall cooperate in 
carrying out these purposes. 

Sec. 402. (a) In order to carry out the objectives of this title, the President 
may encourage and promote voluntary action by business, agriculture, labor, and 
consumers. In proceeding under this subsection the President may exercise the 
authority to approve voluntary programs and agreements conferred on him under 
section 708, and may utilize the services of persons and agencies as provided in 
section 710. 

(b) (1) To the extent that the objectives of this title cannot be attained by 
action under subsection (a), the President may issue regulations and orders 
establishing a ceiling or ceilings on the price, rental, commission, margin, rate, fee, 
charge, or allowance paid or received on the sale or delivery, or the purchase or 
receipt, by or to any person, of any material or service, and at the same time shall 
issue regulations and orders stabilizing wages, salaries, and other compensation 
in accordance with the provisions of this subsection. 

(2) Action under this subsection may be taken either with respect to individual 
materials and services and to individual types of employment, or with respect to 
materials, services, and types of employment generally. A ceiling may be 
established with respect to an individual material or service only when the Presi- 
dent finds that (i) the price of the material or service has risen or threatens to 
rise unreasonably above the price prevailing during the period from May 24, 1950 
to June 24, 1950, (ii) such price increase will materially affect the cost of living 
or the national defense, (iii) the imposition of such ceiling is necessary to effectu- 
ate the purposes of this Act, (iv) it is practicable and feasible to impose such 
ceiling, and (v) such ceiling will be generally fair and equitable to sellers and buyers 
of such material or service and to sellers and buyers of related or competitive 
materials and services. 

(3) Whenever a ceiling has been imposed with respect to a particular material 
or service, the President shall stabilize wages, saleries, and other compensation 
in the industry or business producing the material or performing the service. 

(4) Whenever ceilings on prices have been established on materials and services 
comprising a substantial part of all sales at retail and materially affecting the cost 
of living, the President (i) shall impose ceilings on prices and services generally, 
and (ii) shall stabilize wages, salaries, and other compensation generally. 

(5) In stabilizing wages under paragraph (3) of this subsection, the President 
shall issue regulations prohibiting increases in wages, salaries, and other compensa- 
tion which he deems would require an increase in the price ceiling or impose hard- 
ships or inequities on sellers operating under the price ceiling. 

(c) So far as practicable, in exercising the authority conferred in this section, 
the President shall ascertain and give due consideration to comparable prices, 
rentals, commissions, margins, rates, fees, charges, and allowances, and to com- 
parable salaries, wages, or other compensation, which he finds to be representative 
of those prevailing during the period from May 24, 1950, to June 24, 1950, in- 
clusive, or, in case none prevailed during this period or if those prevailing during 
this period were not generally representative because of abnormal or seasonal 
market conditions or other cause, then those prevailing on the nearest date on 
which, in the judgment of the President, they are generally representative. The 
President shall also give due consideration to the national effort to achieve maxi- 
mum production in furtherance of the objectives of this Act. In determining 
and adjusting ceilings on prices with respect to materials and services, he shall 
give due consideration to such relevant factors as he may determine to be of 
general applicability in respect of such material or service, including the following: 
Speculative fluctuations, general increases or decreases in cost of production, 
distribution, and transportation, and general increases or decreases in profits 
earned by sellers of the material or by persons performing the service, subsequent 
to June 24, 1950. In stabilizing and adjusting wages, salaries, or other compen- 
sation, the President shall give due consideration to such relevant factors as he 
may determine to be of general applicability in respect of such wages, salaries, 
or other compensation. Any regulation or order under this title shall be such as 
in the judgment of the President will be generally fair and equitable and will 
effectuate the purposes of this title, and shall be accompanied by a statement of 
considerations involved in the issuance of such regulation or order. The Presi- 
dent, in establishing and adjusting ceilings with respect to materials and services, 
and in stabilizing and adjusting wages, salaries, and other compensation, shall 
make such adjustments as he deems necessary to prevent or correct hardships or 
inequities. 
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(d) (1) Regulations and orders issued under this title shall apply regardless 
of any obligation heretofore or hereafter incurred, except as provided in this 
subsection; but the President shall make appropriate provision to prevent hard- 
ships and inequities to sellers who have bona fide contracts in effect on the date 
of issuance of any such regulation or order for future delivery of materials in 
which seasonal demands or normal business practices require contracts for future 
delivery. 

(2) No wage, salary, or other compensation shall be stabilized at less than that 
paid during the period from May 24, 190, to June 24, 1950, inclusive. No 
action shall be taken under authority of this title with respect to wages, salaries. 
or other compensation which is inconsistent with the provisions of the Fair 
Labor Standards Act of 1938, as amended, or the Labor Management Relations 
Act, 1947, or any other law of the United States, or of any State, the District of 
Columbia, or any Territory or possession of the United States. 

(3) No ceiling shall be established or maintained for any agricultural com- 
modity below the highest of the following prices: (i) The parity price for such 
commodity, as determined by the Secretary of Agriculture in accordance with the 
Agricultural Adjustment Act of 1938, as amended, and adjusted by the Secre- 
tary of Agriculture for grade, location, and seasonal differentials, or (ii) the 
highest price received by producers during the period from May 24, 1950, to 
June 24, 1950, inclusive, as determined by the Secretary of Agriculture and 
adjusted by the Secretary of Agriculture for grade, location, and seasonal differ- 
entials, or (iii) in the case of any commodity for which the market was not 
active during the period May 24 to June 24, 1950, the average price received by 
producers during the most recent representative period prior to May 24, 1950, 
in which the market for such commodity was active as determined and adjusted 
by the Secretary of Agriculture to a level in line with the level of prices received 
by producers for agricultural commodities generally during the period May 24 
to June 24, 1950, and adjusted by the Secretary for grade, location, and seasonal 
differentials, or (iv) in the case of fire-cured tobacco a price (as determined by 
the Secretary of Agriculture and adjusted for grade differentials) equal to 75 
per centum of the parity price of Burley tobacco of the corresponding crop, and 
in the case of dark air-cured tobacco and Virginia sun-cured tobaeco, :esnec- 
tively, a price (as determined by the Secretary of Agriculture and adjusted for 
grade differentials) equal to 6624 per centum of the parity price of Bur'ey tobacco 
of the corresponding crop. No ceilings shall be established or maintained here- 
under for any commodity processed or manufactured in whole or substantial 
part from any agricultural commodity below a price which will reflect to producers 
of such agricultural commodity a price for such agricultural commodity equal to 
the highest price therefor specified in this subsection: Provided, That in estab- 
lishing and maintaining ceilings on products resulting from the processing of 
agricultural commodities, including livestock, a generally fair and equitable 
margin shall be allowed for such processing. Whenever a ceiling has been 
established under this title with respect to any agricultural commodity, or any 
commodity processed or manufactured in whole or in substantial part therefrom, 
the President from time to time shall adjust such ceiling in order to make appro- 
priate allowances for substantial reduction in merchantable crop yields, unusual 
increases in costs of production, and other factors which result from hazards 
occurring in connection with the production and marketing of such agricultural 
commodity; and in establishing the ceiling (1) for any agricultural commodity 
for which the 1950 marketing season commenced prior to the enactment of this 
Act and for which different areas have different periods of marketing during such 
season or (2) for any agricultural commodity produced for the same general use 
as a commodity described in (1), the President shall give due consideration to 
affording equitable treatment to all producers of the commodity for which the 
ceiling is being established. Nothing contained in this Act shall be construed to 
modify, repeal, supersede, or affect the provisions of the Agricultural Marketing 
Agreement Act of 1937, as amended, or to invalidate anv marketing agreement, 
license, or order, or any provision thereof or amendment thereto, heretofore or 
hereafter made or issued under the provisions of such Act. Ceiling prices to 
producers for milk used for distribution as fluid milk in any marketing area not 
under a marketing agreement, license, or order issued under the Agricultural 
Marketing Agreement Act of 1937, as amended, shall not be less than (1) parity 
prices for such milk, or (2) prices which in such marketing areas will bear the 
same ratio to the average farm price of milk sold wholesale in the United States 
as the prices for such fluid milk in such marketing areas bore to such average 
farm price during the base period, as determined by the Secretary of Agriculture, 
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whichever is higher: Provided, however, That whenever the Secretary of Agri- 
culture finds that the prices so fixed are not reasonable in view of the price of 
feeds, the available supplies of feeds, and other economic conditions which affect 
market supply and demand for milk and its products in any such marketing area, 
he shall fix such prices as he finds will reflect such factors, insure a sufficient 
quantity of pure and wholesome milk, and be in the public interest, which prices 
when so determined shall be used as the ceiling prices to producers for fluid milk 
in such marketing areas. 

(4) After the enactment of this paragraph no ceiling price shall become effective 
which is below the lower of (A) the price prevailing just before the date of issuance of 
the regulation or order establishing such ceiling price, or (B) the price prevailing 
during the period January 25, 1951, to February 24, 1951, inclusive. 

(e) The authority conferred by this title shall not be exercised with respect to 
the following: 

(i) Prices or rentals for real property; 

(ii) Rates or fees charged for professional services; 

(iii) Prices or rentals for (a) materials furnished for publication by any press 
association or feature service, or (b) books, magazines, motion pictures, periodi- 
cals, or newspapers, other than as waste or scrap; or rates charged by any person 
in the business of operating or publishing a newspaper, periodical, or magazine, 
o1 operating a radio-broadcasting or television station, a motion-picture or other 
theater enterprise, or outdoor advertising facilities; 

(iv) Rates charged by any person in the business of selling or underwriting 
insurance; 

(v) Rates charged by any common carrier or other public utility: Provided, 
That no common carrier or other public utility shall at any time after the Presi- 
dent shall have issued any stabilization regulations and orders under subsection 
(b) make any increase in its charges for property or services sold by it for resale 
to the public, tor which application is filed after the date of issuance of such 
stabilization regulations and orders, before the Federal, State or Municipal 
authority having jurisdiction to consider such increase, unless it first gives 30 
days’ notice to the President, or such agency as he may designate, and consents 
to the timely intervention by such agency before the Federal, State or Municipal 
authority having jurisdiction to consider such increase; 

(vi) Margin requirements on any commodity exchange. 

(f) The President, in or by any regulation or order, may provide exemptions 
for any materials or services, or transactions therein, or types of employment, 
with respect to which he finds that (1) such exemption is pecessary to promote 
the national defense; or (2) it is unnecessary that ceilings be applicable to such 
materials or services, or transactions therein, or that compensation for such types 
of employment. be stabilized, in order to effectuate the purposes of this title. 

(g) The powers granted in this title shall not be used or made to operate to 
compel changes in the business practices, cost practices or methods, or means or 
aids to distribution, established in any industry, except where such action is 
affirmatively found by the President to be necessary to prevent circumvention 
or evasion of any regulation, order, or requirement under this title 

(h) Nothing in this title shall be construed (1) as authorizing the elimination 
or any restriction of the use of trade and brand names; (2) as authorizing the 
President to require the grade labeling of any materials; (3) as authorizing the 
President to standardize any materials or services, unless the President shall 
determine, with respect to such standardization, that no practicable alternative 
exists for securing effective price control with respect to such materials or services; 
or (4) as authorizing any order of the President establishing price ceilings for 
different kinds, classes, or types of material or service, which are described in 
terms of specifications or standards, unless such specifications or standards were, 
prior to such order, in general use in the trade or industry affected, or have 
previously been promulgated and their use lawfully required by another Govern- 
ment agency. 

(i) No rule, regulation, or order issued under this title shall require any seller 
of materials at retail to limit his sales with reference to any highest price line 
offered for sale by him at any prior time. 

Sec. 403. At such time as the President determines that it is necessary to 
impose price and wage controls generally over a substantial portion of the national 
economy, he shall administer such controls, and rationing at the retail level of 
consumer goods for household and personal use under authority of Title 1 of this 
Act (when and to the extent that he exercises such authority), through a new 
independent agency created for such purpose. Such agency may utilize the serv- 
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ices, information, and facilities of other agencies and departments of the Govern- 
ment, but such agency shall not delegate enforcement of any of the controls to be 
administered by it under this section to any other agency or department. 

Sec. 404. In carrying out the -provisions of this title, the President shall, so 
far as practicable, advise and consult with, and establish and utilize committees 
of, representatives of persons substantially affected by regulations or orders issued 
hereunder. 

Sec. 405. (a) It shall be unlawful, regardless of any obligation heretofore or 
hereafter entered into, for any person to sell or deliver, or in the regular course of 
business or trade to buy or receive, any material or service, or otherwise to do or 
omit to do any act, in violation of this title or of any regulation, order, or require- 
ment issued thereunder, or to offer, solicit, attempt or agree to do any of the 
foregoing. 

(b) No employer shall pay, and no employee shall receive, any wage, salary, or 
other compensation in contravention of any regulation or order promulgated by 
the President under this title. The President shall also preseribe the extent to 
which any wage, salary, or compensation payment made in contravention of any 
such regulation or order shall be disregarded by the executive departments and 
other governmental agencies in determining the costs or expenses of any employer 
for the purposes of any other law or regulation. 

Sec. 406. Nothing in this title shall be construed to require any person to 
sell any material or service, or to perform personal services. 

Sec. 407. (a) At any time within six months after the effective date of any 
regulation or order relating to price controls under this title, or, in the case of new 
grounds arising after the effective date of any such regulation or order relating to 
price controls, within six months after such new grounds arise, any person subject 
to any provision of such regulation or order may, in accordance with regulations 
to be prescribed by the President, file a protest specifically setting forth objections 
to any such provision and affidavits or other written evidence in support of such 
objections. Statements in support of any such regulation or order may be received 
and incorporated in the transcript of the proceedings at such times and in accord- 
ance with such regulations as may be prescribed by the President. Within a 
reasonable time after the filing of any protest under this section, but in no event 
more than thirty days after such filing, the President shall either grant or deny 
such protest in whole or in part, notice such protest for hearing, or provide an 
opportunity to present further evidence in connection therewith. In the event 
that the President denies any such protest in whole or in part, he shall intorm the 
protestant of the grounds upon which such decision is based, and of any economic 
data and other facts of which the President has taken official notice. 

(b) In the administration of this title the President may take official notice 
of economic data and other facts, including facts found by him as a result of 
action taken under section 705 of this Act. 

(c) Any proceedings under this section may be limited by the President to the 
filing of affidavits, or other written evidence, and the filing of briefs: Provided, 
however, That upon the request of the protestant, any protest filed in accordance 
with subsection (a) of this seetion shall, before denial in whole or in part, be 
considered by a board of review consisting of one or more officers or emplovees 
of the United States designated by the President in accordance with regulations 
to be promulgated by him. Such regulations shall provide that the board of 
review may conduct hearings and hold sessions in the District of Columbia or 
anv other place, as a board, or by subcommittees thereof, and shall provide that, 
upon the request of the protestants and upon a showing that material facts would 
be adduced thereby, subpenas shall issue to procure the evidence of persons, or 
the production of documents, or both. The President shell cause to be presented 
to the board such evidence, including economic data, in the form of affidavits or 
otherwise, as he deems appropriate in support of the provision against which 
the protest is filed. The protestant shall be accorded an opportunity to present 
rebuttal evidence in writing and oral argument before the board and the board 
shall make written recommendations to the President. The protestant shall be 
informed of the recommendations of the board and, in the event that the President 
rejects such recommendations in whole or in part, shail be informed of the reasons 
for such rejection. 

(d) Any protest filed under this section shall be granted or denied by the Pres- 
ident, or granted in part and the remainder of it denied within a reasonable time 
after it is filed. Any protestant who is aggrieved by undue delay on the part of 
the President in disposing of his protest may petition the Emergency Court of 
Appeals for relief; and such court shall have jurisdiction by appropriate order to 
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require the President to dispose of such protest within such time as may be fixed 
by the court. If the President does not act finally within the time fixed by the 
court, the protest shall be deemed to be denied at the expiration of that period. 

Src. 408. (a) Any person who is aggrieved by the denial or partial denial of 
his protest may, within thirty days after such denial, file a complaint with the 
Emergency Court of Appeals specifying his objections and praying that the regu- 
lation or order protested be enjoined or set aside in whole or in part. A copy of 
such complaint shall forthwith be served on the President, who shall certify and 
file with such court a transcript of such portions of the proceedings in connection 
with the protests as are material under the complaint. Such transcript shall in- 
clude a statement setting forth, so far as practicable, the economic data and other 
facts of which the President has taken official notice. Upon th 
complaint the court shall have exclusive jurisdiction to set aside such regulation 
or order, in whole or in part, to dismiss the complaint, or to remand the proceed- 
ing: Provided, That the regulation or order may be modified or rescinded by the 
President at any time notwithstanding the pendency of such complaint. No 
objection to such regulation or order, and no evidence in support of any objection 
thereto, shall be considered by the court, unless such objection shall have been set 
forth by the complainant in the protest or such evidence shall be contained in the 
transcript. If application is made to the court by either party for leave to intro- 
duce additional evidence which was either offered to the President and not ad- 
mitted, or which could not reasonably have been offered to the President or in- 
cluded by the President in such proceedings, and the court determines that such 
evidence should be admitted, the court shall order the evidence to be presented 
to the President. The President shall promptly receive the same, and such other 
evidence as he deems necessary or proper, and thereupon he shal! certify and file 
with the court a transcript thereof and any modification made in the regulation 
or order as a result thereof; except that on request by the President, any such 
evidence shall be presented directly to the court. 

(b) No such regulation or order shall be enjoined or set aside, in whole or in 
part, unless the complainant establishes to the satisfaction of the court that the 
regulation or order is not in accordance with law, or is arbitrary or capricious. 
The effectiveness of a judgment of the court enjoining or setting aside, in whole 
or in part, any such regulation or order shall be postponed until the expiration 
of thirty days from the entry thereof, except that if a petition for a writ of certi- 
orari is filed with the Supreme Court under subsection (d) within such thirty 
days, the effectiveness of such judgment shall be postponed until an order of the 
Supreme Court denying such petition becomes final, or until other final disposi- 
tion of the case by the Supreme Court. 

(c) The Emergency Court of Appeals is hereby continued for the purpose of 
the exercise of the jurisdiction granted by this title, with the powers herein 
specified, together with the powers heretofore granted by law to such court 
which are not inconsistent with the provisions of this title. The court shall 
have the powers of a district court with respect to the jurisdiction conferred on 
it by this title; except that the court shall not have power to issue any temporary 
restraining order or interlocutory decree staying or restraining, in whole or in 
part, the effectiveness of any regulation or order relating to price controls issued 
under this title. The court shall exercise its powers and prescribe rules govern- 
ing its procedure in such manner as to expedite the determination of cases of 
which it has jurisdiction under this title. 

(d) Within thirty days after entry of a judgment or order, interlocutory or 
final, by the Emergency Court of Appeals, a petition for a writ of certiorari may 
be filed in the Supreme Court of the United States, and thereupon the judgment 
or order shall be subject to review by the Supreme Court in the same manner as 
a judgment of a United States court of appeals as provided in section 1254 of 
title 28, United States Code. The Supreme Court shall advance on the docket 
and expedite the disposition of all causes filed therein pursuant to this subsection. 
The Emergency Court of Appeals, and the Supreme Court upon review of judg- 
ments and orders of the Emergency Court of Appeals, shall have exclusive 
jurisdiction to determine the validity of any regulation or order relating to price 
controls issued under this title, and of any provision of any such regulation or 
order. Except as provided in this section, no court, Federal, State, or Terri- 
torial, shall have jurisdiction or power to consider the validity of any such 
regulation or order relating to price controls, or to stay, restrain, enjoin, or set 
aside, in whole or in part, any provision of this title authorizing the issuance of 
such regulations or orders, or any provision of any such regulation or order, or 
to restrain or enjoin the enforcement of any such provision. 
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(e) (1) Within thirty days after arraignment, or such additional time as the 
court may allow for good cause shown, in any criminal proceeding, and within five 
days after judgment in any civil or criminal proceeding, brought pursuant to 
section 409 or 706 of this Act or section 371 of title 18, United States Code, 
involving alleged violation of any provision of any regulation or order relating to 
price controls issued under this title, the defendant may apply to the court in 
which the procee ling is pending for leave to file in the Emergeney Court of 
Appeals a complaint against the President setting forth objections to the validity 
of any provision which the defendant is alleged to have violated or conspired to 
violate. The court in which the proceeding is pending shall grant such leave with 
respect to any objection which it finds is made in good faith and with respect to 
which it finds there is reasonable and substantial excuse for the defendant’s 
failure to present such objection in a protest filed in accordance with section 407 
of this title. Upon the filing of a complaint pursuant to and within thirty days 
from the granting of such leave, the Emergency Court of Appeals shall have 
jurisdiction to enjoin or set aside in whole or in part the provision of the regulation 
or order complained of or to dismiss the complaint. The court may authorize the 
introduction of evidence, either to the President or directly to the court, in ac- 
cordance with subsection (a) of this section. The provisions of subsections (b), 
(c), and (d) of this section shall be applicable with respect to any proceeding 
instituted in accordance with this subsection. 

(2) In any proceeding brought pursuant to section 409 or 706 of this Act or 
section 371 of title 18, United States Code, involving an alleged violation of any 
provision of any such regulation or order, the court shall stay the proceeding— 

(i) during the period within which a complaint may be filed in the Emer- 
gency Court of Appeals pursuant to leave granted under paragraph (1) of 
this subsection with respect to such provision; 

(ii) during the pendency of any protest properly filed by the defendant 
under section 407 of this title prior to the institution of the proceeding under 
section 409 or 706 of this Act or section 371 of title 18, United States Code, 
setting forth objections to the validity of such provision which the court 
finds to have been made in good faith; and 

(iii) during the pendency of any judicial proceeding instituted by the 
defendant under this section with respect to such protest or instituted by the 
defendent under paragraph (1) of this subsection with respect to such provi- 
sion, and until the expiration of the time allowed in this section for the taking 
of further proceedings with respect thereto. 

Notwithstanding the provisions of this paragraph, stays shall be granted there- 
under in civil proceedings only after judgment and upon application made within 
five days after judgment. Notwithstanding the provisions of this paragraph, in 
the case of a proceeding under section 409 (a) or 706 (a) of this Act the court 
granting a stay under this paragraph shall issue a temporary injunction or restrain- 
ing order enjoining or restraining, during the period of the stay, violations by the 
defendant of any provision of the regulation or order involved in the proceeding. 
If any provision of a regulation or order is determined to be invalid by judgment 
of the Emergency Court of Appeals which has become effective in accordance with 
section 408 (b) of this title, any proceeding pending in any court shall be dismissed, 
and any judgment in such proceeding vacated, to the extent that such proceeding 
or judgment is based upon violation of such provision. Except as provided in 
this subsection, the pendency of any protest under section 407 of this title, or 
judicial proceeding under this section, shall not be grounds for staying any proceed- 
ing brought pursuant to section 409 or 706 of this Act or section 371 of title 18, 
United States Code; nor, except as provided in this subsection, shall any retroac- 
tive effect be given to any judgment setting aside a provision of a regulation or 
order issued under this title. 

Sec. 409. (a) Whenever in the judgment of the President any person has 
engaged or is about to engage in any acts or practices which constitute or will 
constitute a violation of any provision of section 405 of this title, he may make 
application to the appropriate court for an order enjoining such acts or practices, 
or for an order enforcing compliance with such provision, and upon a showing 
by the President that such person has engaged or is about to engage in any such 
acts or practices a permanent or temporary injunction, restraining order, or other 
order shall be granted without bond. 

(b) Any person who willfully violates any provision of section 405 of this title 
shall be guilty of a misdemeanor and shall, upon conviction thereof, be subject 
to a fine of not more than $10,000, or to imprisonment for not more than one year, 
or both. Whenever the President has reason to believe that any person is liable 








AMENDING THE DEFENSE PRODUCTION ACT OF 1950 51 


to punishment under this subsection, he may certify the facts to the Attorney 
General, who may, in his discretion, cause appropriate proceedings to be brought. 

(c) If any person selling any material or service violates a regulation or order 
prescribing a ceiling or ceilings, the person who buys such material or service 
for use or consumption other than in the course of trade or business may, within 
one year from the date of the occurrence of the violation, except as hereinafter 
provided, bring an action against the seller on account of the overcharge. In any 
action under this subsection, the seller shall be liable for reasonable attorney's 
fees and costs as determined by the court, plus whichever of the following sums is 
vreater: (1) such amount not more than three times the amount of the overcharge, 
or the overcharges, upon which the action is based as the court in its discretion 
may determine, but in no event shall such amount exceed the amount of the over- 
charge, or the overcharges, plus $10,000; or (2) an amount not less than $25 nor 
more than $50 as the court in its discretion may determine: Provided, however, 
That such amount shall be the amount of the overcharge or overcharges if the 
defendant proves that the violation of the regulation or order in question was 
neither willful nor the result of failure to take practicable precautions against 
the occurrence of the violation. For the purposes of this section the word ‘‘over- 
charge”’ shall mean the amount by which the consideration exceeds the applicable 
ceiling. If any person selling any material or service violates a regulation or 
order prescribing a ceiling or ceilings and the buyer either fails to institute an 
action under this subsection within thirty days from the date of the occurrence of 
the violation or is not entitled for any reason to bring the action, the President 
may institute such action on behalf of the United States within such one-vear 
period, or compromise with the seller the liability which might be assessed against 
the seller in such an action. If such action is instituted, or such liability is com- 
promised by the President, the buyer shall thereafter be barred from bringing 





an action for the same violation or violations. Any action under this subsection 
by either the buyer or the President, as the case may be, may be brought in any 
court of competent jurisdiction. A judgment in an action for damages, or a 


compromise, under this subsection shall be a bar to the recovery under this sub- 
section of any damages in any other action against the same seller on account of 
sales made to the same purchaser prior to the institution of the action in which 
such judgment was rendered, or prior to such compromise. The President may 
not institute any action under this subsection on behalf of the United States 

(1) if the violation arose because the person selling the material or service 
acted upon and in accordance with the written advice and instructions of the 
President or any Official authorized to act for him; 

(2) if the violation arose out of the sale of any material or service to any 
agency of the Government, and such sale was made pursuant to the lowest 
bid made in response to an invitation for competitive bid- 

Sec. 410. Each contract providing for the purchase of processed chickens or 
turkeys by any department or agency of the United States fron any contractor, 
entered into at anv time when ceiling prices are in effect under this Act for which- 
ever of such fowl is covered by such contract, shall contain the following provision 
(with such change as may be necessary to describe the fowl covered by the con- 
tract): 

‘The contractor represents that the contract price is based upon an estimated 
price paid to the producers for live chickens or live turkeys to be processed here- 
under. In the event and to the extent that the actual price paid to the producers 
of live chickens or live turkeys purchased for the performance of this contract is 
less than such estimated price, the contract price shall be reduced by the same 
number of cents or fraction thereof, per pound.” 


TITLE 
SETTLEMENT OF LABOR DISPUTES 


Sec. 501. It is the intent of Congress, in order to provide for effective price 
and wage stabilization pursuant to title IV of this Act and to maintain uninter- 
rupted production, that there be effective procedures for the settlement of labor 
disputes affecting national defense. 

Sec. 502. The national policy shall be to place primary reliance upon the 
parties to any labor dispute to make every effort through negotiation and collee- 
tive bargaining and the full use of mediation and conciliation facilities to effect 
a settlement in the national interest. To this end, the President is authorized 
(1) to initiate voluntary conferences between management, labor, and such 
persons as the President may designate to represent government and the public, 
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and (2) subject to the provisions of section 503, to take such action as may be 
agreed upon in any such conference and appropriate to carry out the provisions 
of this title. The President may designate such persons or agencies as he may 
deem appropriate to carry out the provisions of this title. 

Sec. 503. In anv such conference, due regard shall be given to terms and con- 
ditions of employment established by prevailing collective bargaining practice 
which will be fair to labor and management alike, and will be consistent with 
stabilization policies established under this Act. No action inconsistent with 
the provisions of the Fair Labor Standards Act of 1938, as amended, other 
Federal labor standards statutes, the Labor Management Relations Act, 1947, 
or with other applicable laws shall be taken under this title. 


TITLE VI—CONTROL OF CONSUMER AND REAL ESTATE CREDIT 


THIS TITLE AUTHORIZES THE REGULATION OF CONSUMER CREDIT AND REAL ESTATE 
CONSTRUCTION CREDIT ONLY 


Sec. 601. To assist in carrying out the objectives of this Act, the Board of 
Governors of the Federal Reserve System is authorized, notwithstanding the 
provisions of Public Law 386, Eightieth Congress (61 Stat. 921), to exercise con- 
sumer credit controls in accordance with and to carry out the provisions of Execu- 
tive Order Numbered 8843 (August 9, 1941) until such time as the President de- 
termines that the exercise of such controls is no longer necessary, but in no event 
beyond the date on which this section terminates. No regulation or order issued 
under this section shall, in respect to new or used automobiles (including taxicabs), 
designed for the purpose of transporting less than ten passengers, (1) require a down 
payment in excess of 38343 per centum or limit the maximum loan value to less than 
6623 per centum, or (2) prescribe a maximum maturity of less than eighteen months. 

Sec. 602. (a) To assist in carrying out the purposes of this Act, the President 
is authorized from time to time to prescribe regulations with repect to such kind 
or kinds of real estate construction credit which thereafter may be extended as, in 
his judgment, it is necessary to regulate in order to prevent or reduce excessive or 
untimely use of or fluctuations in such credit. Such regulations may, among other 
things, prescribe maximum loan or credit values, minimum down payments in 
cash or property, trade-in or exchange values, maximum maturities, maximum 
amounts of credit, rules regarding the amount, form, and time of various payments, 
rules against any credit in specified circumstances, rules regarding consolidations, 
renewals, revisions, transfers, or assignments of credit, and rules regarding other 
similar or related matters. Such regulations may classify persons and transactions 
and may apply different requirements thereto, and may include such administrative 
provisions as in the judgment of the President are reasonably necessary in order 
to effectuate the purposes of this section or to prevent evasions thereof. 

In prescribing and suspending such regulations, including changes from time 
to time to take account of changing conditions, the President shall consider, 
among other factors, (1 the level and trend of real estate construction credit 
and the various kinds thereof, (2) the effect of the use of such credit upon (i) pur- 
chasing power and (ii) demand for real property and improvements thereon and 
for other goods and services, (3) the need in the national economy for the main- 
tenance of sound credit conditions, and (4) the needs for increased defense pro- 
duction. 

(b) No person shall extend or maintain any real estate construction credit, 
or renew, revise, consolidate, refinance, purchase, sell, discount, or lend or borrow 
on, any obligation arising out of any such credit, or arrange for any of the fore- 
going, in contravention of any regulation prescribed by the President pursuant 
to this section. Any person who extends or maintains any such credit, or renews 
revises, consolidates, refinances, purchases, sells, discounts, or lends or borrows, 
on, any obligation arising out of any such credit, or arranges for any of the fore- 
going, shall make, keep, and preserve for such periods, such accounts, corre- 
spondence, memoranda, papers, books, and other records, and make such reports, 
under oath or otherwise, as the President may by regulation require as necessary 
or appropriate in order to effectuate the purposes of this section; and such accounts, 
correspondence, memoranda, papers, books, and other records shall be subject 
at any time to such reasonable periodic, special, or other examinations by exam- 
iners or other representatives of the President as the President may deem necessary 
or appropriate. The requirements of this section apply whether a person is 
acting as principal, agent, broker, vendor, or otherwise. 

(c) To assist in carrying out the purposes of this section, the President by 
regulation may require transactions or persons or classes thereof subject to this 
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section to be registered; and, after notice and opportunity for hearing, the Presi- 
dent by order may suspend any such registration for violation of this section or 
any regulation prescribed by the President pursuant to this section. The pro- 
visions of section 25 of the Securities Exchange Act of 1934, as amended, shall 
apply in the case of any such order of the President in the same manner that such 
provisions apply in the case of orders of the Securities and Exchange Commission 
under that Act. In carrying out this section, the President may act through and 
may utilize the services of the Board of Governors of the Federal Reserve System 
the Federal Reserve banks, and any other agencies, Federal or State, which are 
available and appropriate. 

(d) For the purposes of this section, unless the context otherwise requires, the 
following terms shall have the following meanings, but the President may in his 
regulations further define such terms and, in addition, may define technical, 
trade, accounting, and other terms, insofar as any such definitions are not in 
consistent with the provisions of this section: 

(1) ‘Real estate construction credit’? means any credit which (i) is wholly o1 
partly secured by, (ii) is for the purpose of purchasing or earrving, (iii) is for the 
purpose of financing, or (iv) involves a right to acquire or use, new construction 
on real property or real property on which there is new construction. As us¢ 
this paragraph the term “new construction’? means any structure, or any major 
addition or major improvement to a structure, which has not been begun before 
12 o’clock meridian, August 3, 1950. As used in this paragraph the term “real 
property”’ includes leasehold and other interests therein. Notwithstanding the 
foregoing provisions of this paragraph, the term “real estate construction credit’ 
shall not include any loan or loans made, insured, or guaranteed by any depart 
ment, independent establishment or agency in the executive branch of the United 
States, or by any wholly owned Government corporation, or by any mixed- 
ownership Government corporation as defined in the Government Corporation 
Control Act, as amended. 

(2) ‘Credit’? means any loan, mortgage, deed of trust, advance, or discount; 
any conditional sale contract; any contract to sell or sale or contract of sale, of 
property or services, either for present or future delivery, under which part or 
all of the price is pavable subsequent to the making of such sale or contract; any 
rental-purchase contract, or any contract for the bailment, leasing, or other 
of property under which the bailee, lessee, or user has the option of becoming 
the owner thereof, obligates himself to pay as compensation a sum substantially 
equivalent to or in excess of the value thereof, or has the right to have all or part 
of the payments required by such contract applied to the purchase price of suc} 
property or similar property; any option, demand, lien, pledge, or similar claim 
against, or for the delivery of property or money; any purchase, discount, or other 
acquisition of, or any credit under the security of, any obligation or claim arising 
out of any of the foregoing; and any transaction or series of transactions 
similar purpose or effect. 

Sec. 603. Any person who willfully violates any provision of section 601 or 602 
or any regulation or order issued thereunder, upon conviction thereof, shall | 
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fined not more than $5,000 or imprisoned not more than one year, or both. 

Sec. 604. All the present provisions of sections 21 and 27 of the See 
Exchange Act of 1934, as amended (relating to investigations, injunctions, 
jurisdictions, and other matters), shall be as fully applicable with respect, to the 
exercise by the Board of Governors of the Federal Reserve System of credi 
controls under section 601 as they are now applicable with respect to the exercise 
by the Securities and Exchange Commission of its functions under that Act, and 
the Board shall have the same powers in the exercise of such credit controls as the 
Commission now has under the said sections 21 and 27. 

Sec. 605. To assist in carrying out the objectives of this Act the President 
may at any time or times, notwithstanding any other provision of law, reduce, 
for such period as he shall specify, the maximum authorized principal amounts, 
ratios of loan to value or cost, or maximum maturities of any type or types of 
loans on real estate which thereafter may be made, insured, or guaranteed by any 
department, independent establishment, or agency in the executive branch of the 
United States Government, or by any wholly owned Government corporation or 
by any mixed-ownership Government corporation as defined in the Government 
Corporation Control Act, as amended, or reduce or suspend any such authorized 
loan program, upon a determination, after taking into consideration the effect 
thereof upon conditions in the building industry and upon the national economy 
and the needs for increased defense production, that such action is necessary in 
the publie interest: Provided, That in the exercise of these powers, the President 


irities 








4 AMENDING THE DEFENSE PRODUCTION ACT OF 1950 


shall preserve the relative credit preferences accorded to veterans under existing 
law. 


TITLE VII—GENERAL PROVISIONS 


Sec. 701. (a) It is the sense of the Congress that small-business enterprises be 
encouraged to make the greatest possible contribution toward achieving the 
objectives of this Act. 

(b) In order to carry out this policy— 

(i) the President shall provide small-business enterprises with full informa- 
tion concerning the provisions of this Act relating to, or of benefit to, such 
enterprises and concerning the activities of the various departments and 
agencies under this Act; 

(ii) such business advisory committees shall be appointed as shall be 
appropriate for purposes of consultation in the formulation of rules, regula- 
tions, or orders, or amendments thereto issued under authority of this Act, 
and in their formation there shall be fair representation for independent 
small, for medium, and for large business enterprises, for different geographical 
areas, for trade association members and nonmembers, and for different seg- 
ments of the industry; 

(iii) in administering this Act, such exemptions shall be provided for small- 
business enterprises as may be feasible without impeding the accomplishment 
of the objectives of this Act; and 

(iv) in administering this Act, special provision shall be made for the ex- 
peditious handling of all requests, applications, or appeals from small-business 
enterprises. 

(ec) Whenever the President invokes the powers given him in this Act to allocate, 
or approve agreements allocating, any material, to an extent which the President 
finds will result in a significant dislocation of the normal distribution in the 
civilian market, he shall do so in such a manner as to make available, so far as 
practicable, for business and various segments thereof in the normal channel of 
distribution of such material, a fair share of the available civilian supply based, so 
far as practicable, on the share received by such business under normal conditions 
during a representative period preceding June 24, 1950 and having due regard to 
the needs of new businesses. 

Sec. 702. As used in this Aet— 

(a) The word “‘person’’ ineludes an individual, corporation, partnership, 
association, or any other organized group of persons, or legal successor or repre- 
sentative of the foregoing, and includes the United States or any agency thereof, 
or any other government, or any of its political subdivisions, or any agency of 
anv of the foregoing: Provided, That no punishment provided by this Act shall 
apply to the United States, or to any such government, political subdivision, or 
government agency. 

(b) The word ‘materials’? shall include raw materials, articles, commodities, 
products, supplies, components, technical information, and processes. 

(ec) The word ‘facilities’? shall not include farms, churches or other places of 
worship, or private dwelling houses. 

(d) The term ‘national defense’? means the operations and activities of the 
armed forees, the Atomic Energy Commission, or any other Government depart- 
ment or agency directly or indirectly and substantially concerned with the national 
defense, or operations or activities in connection with the Mutual Defense Assist- 
ance Act of 1949, as amended. 

e) The words ‘‘wages, salaries, and other compensation’’ shall inelude all 
forms of remuneration to emplovees by their employers for personal services, 
including, but not limited to, vacation and holiday payments, night shift and other 
bonuses, incentive payments, vear-end bonuses, employer contributions to or pay- 
ments of insurance or welfare benefits, employer contributions to a pension fund 
or annuitv, payments in kind, and premium overtime pavments. 

Sec. 703. (a) Except as otherwise specifically provided, the President may 
delegate any power or authority conferred upon him by this Act to any officer 
or agency of the Government, including any new agency or agencies (and the 
President is hereby authorized to create such new agencies, other than corporate 
agencies, as he deems necessary), and he may authorize such redelegations by 
that officer or agency as the President may deem appropriate. The President is 
authorized to appoint heads and assistant heads of any such new agencies, and 
other officials therein of comparable status, and to fix their compensation, without 
regard to the Classification Act of 1949, as amended, at rates comparable to the 
compensation paid to the heads and assistant heads of independent agencies of 
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the Government. Any officer or agency may employ civilian personnel for duty 
in the United States, including the District of Columbia, or elsewhere, without 
regard to section 14 of the Federal Employees Pay Act of 1946 (60 Stat. 219 

as the President deems necessary to carry out the provisions of this Act. 

(b) The head and assistant heads of any independent agency created to admin- 
ister the authority conferred by title IV of this Act shall be appointed by the 
President, by and with the advice and consent of the Senate. 

Sec. 704. The President may make such rules, regulations, and orders as he 
deems necessary or appropriate to carry out the provisions of this Aet. Any 
regulation or order under this Act may be established in such form and manner, 
may contain such classifications and differentiations, and may provide for such 
adjustments and reasonable exceptions as in the judgment of the President are 
necessary or proper to effectuate the purposes of this Act, or to prevent circum- 
vention or evasion, or to facilitate enforcement of this Act, or any rule, re 
or order issued under this Act. 

Src. 705. (a) The President shall be entitled, while this Act is in effect and for a 
period of two vears thereafter, by regulation, subpena, or otherwise, to obtain such 
information from, require such reports and the keeping of such records by, make 
such inspection of the books, records, and other writings, premises or property of, 
and take the sworn testimony of, any person as may be necessary or appropriate, 
in his discretion, to the enforcement or the administration of this Act, and the 
regulations or orders issued thereunder. The President shall issue regulations 
insuring that the authority of this subsection will be utilized only after the scope 
and purpose of the investigation, inspection, or inquiry to be made have been 
defined by competent authority, and it is assured that no adequate and authori- 
tative data are available from any Federal or other responsible agency. In case 
of contumacy by, or refusal to obey a subpena served unon, any person referred 
to in this subsection, the district court of the United States for any distriet in 
which such person is found or resides or transacts business, upon application by the 
President, shall have jurisdiction to issue an order requiring such person to appear 
and give testimony or to appear and produce documents, or both; and any failure 
to obey such order of the court may be punished by such court as a contempt 
thereof. 

(b) No person shall be excused from complying with any requirement under 
this section or from attending and testifying or from producing books, papers, 
documents, and other evidence in obedience to a subpena before any grand jury 
or in any court or administrative proceeding based upon or growing out of any 
alleged violation of this Act on the ground that the testimony or evidence, docu- 
mentary or otherwise, required of him may tend to incriminate him or subject 
him to penalty or forfeiture; but no natural person shall be prosecuted or subjected 
to any penalty or forfeiture in any court, for or on account of anv transaction, 
matter, or thing concerning which he is so compelled, after having claimed his 
privilege against self-incrimination, to testify or produce evidence, documentary 
or otherwise, except thet such natural person so testifying shall not be exempt from 
prosecution and punishment for perjury committed in so testifving: Provided, 
That the immunity granted herein from prosecution and punishment and from 
any penalty or forfeiture shall not be construed to vest in any individual any right 
to priorities assistance, to the allocation of materials, or to any other benefit which 
is within the power of the President to grant under anv provision of this Act. 

(ec) The production of a person’s books, records, or other documentary evidence 
shall not be required at anv place other than the place where such person usually 
keeps them, if, prior to the return date specified in the regulations, subpena, or 
other document issued with respect thereto, such person furnishes the President 
with a true copy of such books, records, or other documentary evidence (certified 
bv such person under oath to be a true and correct copy) or enters into a stipula- 
tion with the President as to the information contained in such books, records, or 
other documentary evidence. Witnesses shall be paid the same fees and mileage 
that are paid witnesses in the courts of the United States. 

(d) Any person who willfully performs any act prohibited or willfully fails to 
perform any act required by the above provisions of this section, or any rule, 
regulation, or order thereunder, shall upon conviction be fined not more than 
$1,009 or imprisoned for not more than one year or both. 

(e) Information obtained under this section which the President deems con- 
fidential or with reference to which a request for confidential treatment is made 
by the person furnishing such information shall not be published or disclosed unless 
the President determines that the withholding thereof is contrary to the interest 
of the national defense, and any person willfully violating this provision shall, 
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upon conviction, be fined not more than $10,000, or imprisoned for not more than 
one year, or both. 

Sec. 706. (a) Whenever in the judgment of the President any person has en- 
gaged or is about to engage in any acts or practices which constitute or will con- 
stitute a violation of any provision of this Act, he may make application to the 
appropriate court for an order enjoining such acts or practices, or for an order en- 
forcing compliance wita such provision, and upon a showing by the President that 
such person has engaged or is about to engage in any such acts or practices a per- 
manent or temporary injunction, restraining order, or other order shall be granted 
without bond. 

(b) The district courts of the United States and the United States courts of 
any Territory or other place subject to the jurisdiction of the United States shall 
have jurisdiction of violations of this Act or any rule, regulation, order, or sub- 
pena thereunder, and of all civil actions under this Act to enforce any liability 
or duty created by, or to enjoin any violation of, this Act or any rule, regulation, 
order, or subpena thereunder. Any criminal proceeding on account of any such 
violation may be brought in any district in which any act, failure to act, or trans- 
action constituting the violation occurred. Any such civil action may be brought 
in any such district or in the district in which the defendant resides or transacts 
business. Process in such cases, criminal or civil, may be served in any district 
wherein the defendant resides or transacts business or wherever the defendant may 
be found; the subpena for witnesses who are required to attend a court in any 
district in such case may run into any other district. The termination of the 
authority granted in any title or section of this Act, or of any rule, regulation, or 
order issued thereunder, shall not operate to defeat any suit, action, or prosecution, 
whether theretofore or thereafter commenced, with respect to any right, liability, 
or offense incurred or committed prior to the termination date of such title or of 
such rule, regulation, or order. No costs shall be assessed against the United 
States in any proceeding under this Act. All litigation arising under this Act or 
the regulations promulgated thereunder shall be under the supervision and con- 
trol of the Attorney General. 

Sec. 707. No person shall be held liable for damages or penalties for any act or 
failure to act resulting directly or indirectly from his compliance with a rule, regula- 
tion, or order issued pursuant to this Act, notwithstanding that any such rule, 
regulation, or order shall thereafter be declared by judicial or other competent 
authority to be invalid. No person shall discriminate against orders or contracts 
to which priority is assigned or for which materials or facilities are allocated under 
title | of this Act or under any rule, regulation, or order issued thereunder, by 
charging higher prices or by imposing different terms and conditions for such 
orders or contracts than for other generally comparable orders or contracts, or in 
any other manner. 

Sec. 708. (a) The President is authorized to consult with representatives of 
industry, business, financing, agriculture, labor, and other interests, with a view 
to encouraging the making by such persons with the approval by the President 
of voluntary agreements and programs to further the objectives of this Act. 

(b) No act or omission to act pursuant to this Act which occurs while this 
Act is in effect, if requested by the President pursuant to a voluntary agreement 
or program approved under subsection (a) and found by the President to be in 
the public interest as contributing to the national defense shall be construed to 
be within the prohibitions of the antitrust laws or the Federal Trade Commission 
Act of the United States. A copy of each such request intended to be within 
the coverage of this section, and any modification or withdrawal thereof, shall 
be furnished to the Attorney General and the Chairman of the Federal Trade 
Commission when made, and it shall be published in the Federal Register unless 
publication thereof would, in the opinion of the President, endanger the national 
security. 

(c) The authority granted in subsection (b) shall be delegated only (1) to 
officials who shall for the purpose of such delegation be required to be appointed 
by the President by and with the advice and consent of the Senate, unless other- 
wise required to be so appointed, and (2) upon the condition that such officials 
consult with the Attorney General and with the Chairman of the Federal Trade 
Commission not less than ten days before making any request or finding there- 
under, and (3) upon the condition that such officials obtain the approval of the 
Attorney General to any request thereunder before making the request. For 
the purpose of carrying out the objectives of title 1 of this Act, the authority 
granted in subsection (b) of this section shall not be delegated except to a single 
official of the Government. 
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(d) Upon withdrawal of any request or finding made hereunder the provisions 
of this section shall not apply to any subsequent act or omission to act by reason 
of such finding or request. 

(e) The Attorney General is directed to make, or request the Federal Trade 
Commission to make for him, surveys for the purpose of determining any factors 
which may tend to eliminate competition, create or strengthen monopolies, injure 
small business, or otherwise promote undue concentration of economic power in 
the course of the administration of this Act. The Attorney General shall submit 
to the Congress and the President within ninety days after the approval of this 
Act, and at such times thereafter as he deems desirable, reports setting forth the 
results of such surveys and including such recommendations as he may deem 
desirable. 

Sec. 709. The funetions exercised under this Act shall be excluded from the 
operation of the Administrative Procedure Act (60 Stat. 237) except as to the 
requirements of section 3 thereof. Any rule, regulation, or order, or amendment 
thereto, issued under authority of this Act shall be accompanied by a statement 
that in the formulation thereof there has been consultation with Seiad rv r ne 
sentatives, including trade association representatives, and that consideration ha 
been given to their recommendations, or that special cireumstances have rondeoed 
such consultation impracticable or contrary to the interest of the national defense, 
but no such rule, regulation, or order shall be invalid by reason of any subsequent 
finding by judicial or other authority that such a statement is inaccurate 

Sec. 710. (a) The President, to the extent he deems it necessary and appro- 
priate in order to carry out the provisions of this Act, is authorized to place 
positions and employ persons temporarily in grades 16, 17, and 18 of the General 
Schedule established by the Classification Act of 1949, and such positions shal! be 
additional to the number authorized by section 505 of that Act. 

(b) The President is further authorized, to the extent he deems it necessary 
and appropriate in order to earry out the provisions of this Act, and subject to 
such regulations as he may issue, to employ persons of outstanding experience and 
ability without compensation: and he is authorized to provide by regulation for 
for the exemption of such persons from the operation of sections 281, 283, 284, 434, 
and 1914 of title 18 of the United States Code and section 190 of the Revised 


Statutes (6 U.S. C.99). Persons appointed under the authori vy of this subsection 
may be allowed transportation and not to exceed $15 per diem in lieu of subsistence 
while away from their homes or regular places of bus iness pursuant to such 
appointment. 

(c) The President is authorized, to the extent he deems it necessary and 


appropriate in order to carry out the provisions of this Act to en ploy experts 
and consultants or organizations thereof, as authorized by section 55a of title 5 
of the United States Code. Individuals so employed may be compensated at 
rates not in excess of $50 per diem and while away from their homes or regular 
places of business they may be allowed transportation and not to exceed ao 
per diem in lieu of subsistence and other expenses while so emploved. The 
President is authorized to provide by regulation for the exemption of such persons 
from the operation of sections 281, 283, 284, 434, and 1914 of title 18 of the 
United States Code and section 190 of the Revised Statutes (5 U. 8. C. 99). 

(d) The President may utilize the services of Federal, State, and local agencies 
and may utilize and establish such regional, local, or other agencies, and utilize 
such voluntary and uncompensated services, as may from time to time be needed; 
and he is authorized to provide by regulation for the exemption of persons whose 
services are utilized under this subsection from the operation of sections 281, 
283, 284, 434, and 1914 of title 18 of the United States Code and section 190 of 
the Revised Statutes (5 U.S. C. 99). 

(e) Whoever, being an officer or emplovee of the United States or any depart- 
ment or agency thereof (including any Member of the Senate or House of Repre- 
sentatives), receives, by virtue of his office or employment, confidential informa- 
tion, and (1) uses such information in speculating directly or indirectly on any 
commodity exchange, or (2) discloses such information for the purpose of aiding 
any other person so to speculate, shall be fined not more than $10,000 or im- 
prisoned not more than one year, or both. As used in this section, the term 
“speculate” shall not include a legitimate hedging transaction, or a purchase or 
sale which is accompanied by actual delivery of the commodity 

Sec. 711. There are hereby authorized to be appropriated such sums as may 
be necessary and appropriate for the carrying out of the provisions and purposes 
of this Act by the President and such agencies as he may designate or create. 
Funds made available for the purposes of this Act may be allocated or transferred 
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for any of the purposes of this Act, with the approval of the Bureau of the Budget, 
to any agenev designated to assist in carrying out this Act. Funds so allocated 
or transferred shall remain available for such period as may be specified in the 
Acts making such funds available. 

Sec. 712. (a) There is hereby established a joint congressional committee to 
be known as the Joint Committee on Defense Production (hereinafter referred 
to as the committee), to be composed of ten members as follows: 

(1) Five members who are members of the Committee on Banking and 
Curreney of the Senate, three from the majority and two from the minority 
party, to be appointed by the chairman of the committee; and 

(2) Five members who are members of the Committee on Banking and 
Currency of the House of Representatives, three from the majority and two 
from the minority party, to be appointed by the chairman of the committee. 

A vacancy in the membership of the committee shall be filled in the same manner 
as the original selection. The committee shall elect a chairman and a vice chair- 
man from among its members, one of whom shall be a member of the Senate and 
the other a member of the House of Representatives. 

(b) It shall be the function of the committee to make a continuous study of the 
programs authorized by this Act, and to review the progress achieved in the execu- 
tion and administration of such programs. Upon request, the committee shall 
aid the standing committees of the Congress having legislative jurisdiction over 
any part of the programs authorized by this Act; and it shall make a reportto 
the Senate and the House of Representatives, from time to time, concerning the 
results of its studies, together with such recommendations as it may deem desir- 
able. Any department, official, or agency administering any of such programs 
shall, at the request of the committee, consult with the committee, from time to 
time, with respect to their activities under this Act. 

(c) The committee, or any duly authorized subcommittee thereof, is authorized 
to hold such hearings, to sit and act at such times and places, to require by sub- 
pena (to be issued under the signature of the chairman or vice chairman of the 
committee) or otherwise the attendance of such witnesses and the production of 
such books, papers, and documents, to administer such oaths, to take such testi- 
mony, to procure such printing and binding, and to make such expenditures as it 
deems advisable. The cost of stenographic services to report such bearings shall 
not be in excess of 25 cents per hundred words. The provisions of sections 102 
to 104, inclusive, of the Revised Statutes shall apply in case of any failure of any 
witness to comp.y with any subpena or to testify when summoned under authority 
of this subsection. 

(d) The committee is authorized to appoint and, without regard to the Classi- 
fication Act of 1949, as amended, fixed the compensation of such experts, consult- 
ants, technicians, and organizations thereof, and clerical and stenographic assist- 
ants as it deems necessary and advisable. 

(e) The expenses of the committee under this section, which shall not exceed 
$50,000 in any fiscal vear, shall be paid one-half from the contingent fund of the 
Senate and one-half from the contingent fund of the House of Representatives 
upon vouchers signed by the chairman or vice chairman. Disbursements to pay 
such expenses shall be made by the Clerk of the House of Representatives out of 
the contingent fund of the House of Representatives, such contingent fund to be 
reimbursed from the contingent fund of the Senate in the amount of one-half of 
disbursements so made without regard to any other provision of law. 

Sec. 713. The provisions of this Act shall be applicable to the United States, 
its Territories and possessions, and the District of Columbia. 

Sec. 714. If any provision of this Act or the application of such provision to 
any person or circumstances shall be held invalid, the remainder of the Act, and 
the application of such provision to persons or circumstances other than those as 
to which it is held invalid, shall not be affected thereby. 

Sec. 715. That no person may be emploved under this Act who engages in 
a strike against the Government of the United States or who is a member of an 
organization of Government emplovees that asserts the right to strike against the 
Government of the United States, or who advocates, or who is a member of an 
organization that advocates, the overthrow of the Government of the United States 
by force or violence: Provided, That for the purposes hereof an affidavit shall be 
considered prima facie evidence that the person making the affidavit has not 
contrary to the provisions of this section engaged in a strike against the Govern- 
ment of the United States, is not a member of an organization of Government 
employees that asserts the right to strike against the Government of the United 
States or that such person does not advocate, and is not a member of an organiza- 
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tion that advocates, the overthrow of the Government of the United States by 
force or violence: Provided further, That any person who engages in a strike against 
the Government of the United States or who is a member of an organization of 
Government employees that asserts the right to strike against the Government of 
the United States, or who advocates, or who is a member of an organization that 
advovates, the overthrow of the Government of the United States by force or 
violence and accepts employment the salary or wages for which are paid from any 
appropriation or fund contained in this Act shall be guilty of a felony and, upon 
conviction, shall be fined not more than $1,000 or imprisoned for not more than 
one year, or both: Provided further, That the above penalty clause shall be in 
addition to, and not in substitution for, any other provisions of existing law. 

Sec. 716. (a) Titles I, II, HI, and VII of this Act, and all authority conferred 
thereunder shall terminate at the close of June 30, [1952] 1953, but such titles 
shall be effective after June 30, [1951] 1952 only to the extent necessary to aid 
in carrying out contracts relating to the national defense entered into by the 
Government prior to July 1, [1951] 1953. 

(b) Titles IV, V, and VI of this Act and all authority conferred thereunder 
shall terminate at the close of [June 30, 1951] February 29, 1952. 

(ec) Notwithstanding the foregoing 

(1) The Congress by concurrent resolution or the President by proclama- 
tion may terminate this Act prior to the termination otherwise provided 
therefor. 

(2) The Congress may also provide by concurrent resolution that any 
section of this Act and all authority conferred thereunder shall terminate 
prior to the termination otherwise provided therefor. 

(3) Any agency created under this Act may be continued in existence for 
purposes of liquidation for not to exceed six months after the termination of 
the provision authorizing the creation of such agency. 

(d) The termination of any section of this Act, or of any agency or corporation 
utilized under this Act, shall not affect the disbursement of funds under, or the 
carrying out of, any contract, guarantee, commitment or other obligation entered 
into pursuant to this Act prior to the date of such termination, or the taking of 
any action necessary to preserve or protect the interests of the United States in 
any amounts advanced or paid out in carrying on operations under this Act. 





THE HOUSING AND RENT ACT OF 1947, AS AMENDED 


AN ACT Relative to maximum rents on housing accommodations; to repeal certain provisions of Public 
Law 38%, Seventy-ninth Congress, and for other purposes 


Be it enacted by the Senate and House of Represe ntatives of the lU'nited States 
of America in Congress assembled, 


TirLe I—AMENDMENTS TO ExistTING LAw 


SecTion 1. (a) Sections 1, 2 (b) through 9, and sections 11 and 12, of Public 
Law 388, Seventy-ninth Congress, are hereby repealed, and any funds made 
available under said sections of said Act not expended or committed prior to 
the enactment of this Act are hereby returned to the Treasury: Provided, That 
any allocations made or committed, or priorities granted for the delivery, of any 
housing materials or facilities under any regulation or order issued under the 
authority contained in said Act, and before the date of enactment of this Act, 
with respect to veterans of World War II, their immediate families, and others, 
shall remain in full force and effect. 

Sec. 2. Section 603 (a) of the National Housing Act, as amended, is amended 
bv striking out “June 30, 1947” wherever appearing therein and inserting in lieu 
thereof ‘March 31, 1948.”’ 

Sec. 3. Title VI of the National Housing Act, as amended, is amended by 
adding the following new section at the end thereof: 

“Spo. 609. (a) In order to assist in relieving the acute shortage of housing 
which now exists and to promote the production of housing for veterans of World 
War II at moderate prices or rentals within their reasonable ability to pay, 
through the application of modern industrial processes, the Commissioner is 
authorized to insure loans to finance the manufacture of housing (including 
advances on such loans) when such loans are eligible for insurance as hereinafter 
provided. 
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‘‘(b) Loans for the manufacture of houses shall be eligible for insurance under 
this section if at the time of such insurance, the Commissioner determines they 
meet the following conditions: ; 

“(1) The manufacturer shall establish that binding contracts have been 
executed satisfactory to the Commissioner, providing for the purchase and 
delivery of the houses to be manufactured, which contracts shall provide for 
the payment of the purchase price at such time as may be agreed to by the 
parties thereto but, in no event, shall the purchase price be payable on a date 
in excess of thirty days after the date of delivery of such houses, unless not 
less than 20 per centum of such purchase price is paid on or before the date 
of delivery and the lender has accepted and discounted or has agreed to accept 
and discount, pursuant to subsection (i) of this section a promissory note 
or notes, executed by the purchaser, representing the unpaid portion of such 
purchase price, in which event such unpaid portion of the purchase price 
may be payable on a date not in excess of one hundred and eighty days from 
the date of delivery of such houses; 

(2) Such houses to be manufactured shall meet such requirements of 
sound quality, durability, livability, and safety as may be prescribed by the 
Commissioner ; 

(3) The borrower shall establish to the satisfaction of the Commissioner 
that he has or will have adequate plant facilities, sufficient capital funds, 
taking into account the loan applied for, and the experience necessary, to 
achieve the required production schedule; 

(4) The loan shall involve a principal obligation in an amount not to 
exceed 90 per centum of the amount which the Commissioner estimates will 
be the necessary current cost, exclusive of profit, of manufacturing the houses, 
which are the subject of such purchase contracts assigned to secure the loan, 
less any sums paid by the purchaser under said purchase contracts prior to 
the assignment thereof. The loan shall be secured by an assignment of the 
aforesaid purchase contracts and of all sums payable thereunder on or after 
the date of such assignment, with the right in the assignee to proceed ageinst 
such security in case of default as provided in the assignment, which assign- 
ment shall be in such form and contain such terms and conditions, as may 
be prescribed by the Commissioner; and the Commissioner may require such 
other agreements and undertakings to further secure the loan as he may 
determine, including the right, in ease of default or at any, time necessary to 
protect the lender, to compel delivery to the lender of any houses then owned 
and in the possession of the borrower. The loan shail have a maturity not 
in excess of one year from the date of the note, except that any such loan may 
be refinanced and extended in accordance with such terms and conditions as 
the Commissioner may prescribe for an additional term not to exceed one 
vear, and shall bear interest (exclusive of premium charges for insurance) 
at not to exceed 4 per centum per annum on the amount of the principal 
obligation outstanding at any time. 

‘“(c) The Commissioner may consent to the release of a part or parts of the 
property assigned or delivered as security for the loan, upon such terms and 
conditions as he may prescribe and the security documents may provide for such 
release. 

‘“*“(d) The failure of the borrower to make any payment due under or provided 
to be paid by the terms of a loan under this section, or the failure to perform any 
other covenant or obligation contained in any assignment, agreement, or under- 
taking executed by the borrower in connection with such loan shall be considered 
as a default under this section, and if such default continues for a period of thirty 
days, the lender shall be entitled to receive the benefits of the insurance herein- 
after provided upon assignment, transfer, and delivery to the Commissioner 
within a period and in accordance with the rules and regulations prescribed by 
the Commissioner of (1) all rights and interest arising with respect to the loan so 
in default; (2) all claims of the lender against the borrower or others arising out 
of the loan transaction; (3) any cash or property held by the lender, or to which 
it is entitled, as deposits made for the account of the borrower and which have 
not been applied in reduction of the principal of the loan; and (4) all records, 
documents, books, papers, and accounts relating to the loan transaction. Upon 
such assignment, transfer, and delivery, the Commissioner shall, subject to the 
cash adjustment provided for in section 604 (ec), issue to the lender debentures 
having a face value equal to the unpaid principal balance of the loan. 

‘‘(e) Debentures issued under this section shall be issued in aceordanee with 
the provisions of section 604 (d) except that such debentures shall be dated as 
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of the date of default as determined in subsection (d) of this section and shall bear 
interest from such date. 
‘“(f) The provisions of section 207 (k) and 603 (a) of this Act 


shall be appli- 
cable to loans insured under this section, except that as applied -t« 


; 
such loans 


(1) all references in section 207 (k) to the ‘Housing Fund’ shall be construed t« 
refer to the ‘War Housing Insurance Fund’ and (2) the reference in seetion 207 
(k) to ‘subsection (g@)’ shall be construed to refer to ‘subsection (d)’ of this see- 


tion; (8) the references in section 207 (k) to insured mortgages shall be construed 
to refer to the assignment or other security for loans insured under this section; 
and (4) the references in section 603 (a) to a mortgage or mortgages shall be 
construed to include a loan or loans under this section. The provisions of section 
603 (d) shall also be applicable to loans insured under this section and the refer- 
ence in said section 603 (d) to a mortgage shal] be construed to inelude a loan or 
loans with respect to which a contract of insurance is issued pursuant to this 
section. 

“(g) Notwithstanding any other provision of law, the Commissioner shall 
have the power to assign or sell at publie or private sale, or otherwise dispose of 
any evidence of debt, contract, claim, personal property, or security assigned 
to or held by him in connection with the payment of insurance heretofore o 
hereafter granted under this section, and to collect or compromise all obligations 
assigned to or held by him and all legal or equitable rights accruing to him 


it} 
connection with the payment of such insurance until such time as such obligations 


may be referred to the Attorney General for suit or collection. 

“(h} The Commissioner shall fix a premium charge for the insurance granted 
under this section, but such premium charge shall not exceed an amount equiva- 
lent to | per centum of the original principal of such loan, and such premium 
charge shall be payable in advance by the financial institution and shall be paid 
at such time and in such manner as may be prescribed by the Commissioner. In 
addition to the premium charge herein provided for, the Commissioner is author 
ized to charge and collect such amounts as he may deem reasonable for examin 
ing and processing applications for the insurance of loans under this section 


including such additional inspections as the Commissioner may deem necessary.” 
Note.—Subsequent legislation other than the Housing and Rent Act of 1947, as amended, added a 
new subsection (i) at this point in section 609 dealing with Government insurance for lenders w 


finance purchase of houses manufactured with aid provided by section 609 
Sec. 4. (a) In order to assure preference or priority to veterans of World War II 
or their families 
(1) no housing accommodations designed for single-family residence, t 
construction or conversion of which is completed after June 30, 1947, sh: 


be offered for sale or resale, or sold or resold, to persons other than veterans 


of World War II or tl eir families, unless such housing accommodations have 
been publicly offered tor sale exclusively to veterans of World War II o1 
their families (a) during the period of construction or conversion and for 
thirtv davs thereafter, prior to a sale or offering for sale to such nonveterans, 
and (b) for a period of seven days prior to a resale, or an offering for resale, 
to such nonveterans; and 

(2) no housing accommodations designed for occupancy by other than 
transients, the construction or conversion of which is completed after June 
30, 1947, shall be offered for rent or rerent, rented or rerented to persons 
other than veterans of World War II or their families, unless such housing 
accommodations have been publicly offered for rent exclusively to veterans 
of World War II or their families (a) during the period of construction or 
conversion and for thirty days thereafter, prior to a first renting or offering 
for rent to such nonveterans, and (b) for a period of seven days prior to a 
subsequent renting, or offering for rent, to such nonveterans; and 

(3) no housing accommodations designed for single-family residence, the 
construction or conversion of which is completed after June 30, 1947, shall be 
offered for sale or resale, or sold or resold, to any person at a price less tha 
the price for which it had been last offered for sale to veterans of World War II 
or their families for at least seven days: Provided, however, That in no event 
shall the public offering period to veterans of World War II or their families 
total less than thirty days in any first or original sale as required by paragraph 
(1) of this subsection; and 

(4) no housing accommodations designed for occupancy by other thar 
transients, the construction or conversion of which is completed after June 30, 
1947, shall be offered for rent or rerent, or rented or rerented, to any person at 
a price less than the price for which it had been last offered for rent to veterans 
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of World War II or their families for at least seven days: Provided, however, 
That in no event shall the public offering period to’ veterans of World War II 
or their families total less than thirty days in any first or original renting as 
required by paragraph (2) of this subsection. 

(b) As used in this seetion— 

(1) the term “person” shall include an individual, corporation, partnership, 
association or any other organized group of persons, or a representative of any 
of the foregoing. 

(2) the term “housing accommodations” shall include, without limitation, 
any building, structure, or part thereof, or land appurtenant thereto, or any 
real or personal property, designed, constructed, or converted for dwelling or 
residential purposes, together with all privileges, services or facilities in 
connection therewith; industrially made or prefabricated houses, sections, 
panels, or their aggregate as a ‘“‘package’’, designed or constructed for dwelling 
or residential purposes; and a certificate, deposit, membership, stock interest, 
or undivided interest in real estate, under a cooperative mutual ownership or 
similar plan, which carries with it the right of oecupancy of individual 
dwelling units. 

(ec) The [Housing Expediter] President is authorized to issue regulations and 
orders prescribing the manner in which such housing accommodations shall be 
publicly offered in good faith for sale or rent to veterans of World War II or their 
families and such other regulations or orders as he may deem necessary in the 
public interest to effectuate the provisions of this section. The [Housing Ex- 
pediter] President is further authorized to grant such exceptions to the provisions 
of this section for persons engaged in national defense activities and for hardship 
cases as he may deem appropriate. 

(d) Any person who willfully violates any provision of this section shall, upon 
conviction thereof, be subject to a fine of not more than $5,000 or to imprisonment 
for not more than one vear, or to both such fine and imprisonment. 

(e) This section shall cease to be in effect at the close of [June 30, 1951] Febru- 
ary 29, 1952, or upon the date that the President proclaims that the protection 
to veterans of World War II or their families provided by this section is no longer 
needed, whichever date is the earlier, except that as to offenses committed, or 
rights or liabilities incurred, prior to such termination date, the provisions of this 
title and regulations and orders issued thereunder shall be treated as still remain- 
ing in force for the purpose of sustaining any proper suit, action, or prosecution 
with respect to any such right, liability, or offense. 


Tirte II—Maximum ReEntTs 
DECLARATION OF POLICY 


Sec. 201. (a) The Congress hereby reaffirms the declaration in the Price Con- 
trol Extension Act of 1946 that unnecessary or unduly prolonged controls over 
rents would be inconsistent with the return to a peacetime economy and would 
tend to prevent the attainment of the goals therein declared. 

(b) The Congress therefore declares that it is its purpose to terminate at the 
earliest practicable date all Federal restrictions on rents on housing accommoda- 
tions. At the same time the Congress recognizes that an emergency exists and 
that, for the prevention of inflation and for the achievement of a reasonable 
stability in the general level of rents during the transition period, as well as the 
attainment of other salutary objectives of the above-named Act, it is necessary for 
a limited time to impose certain restrictions upon rents charged for rental housing 
accommodations in defense-rental areas. Such restrictions should be adminis- 
tered with a view to prompt adjustments where owners of rental housing accom- 
modations are suffering hardships because of the inadequacies of the maximum 
rents applicable to their housing accommodations, and under procedures designed 
to minimize delay in the granting of necessary adjustments, which, so far as 
practicable, shall be made by local boards with a minimum of control by any 
central agency. 

(c) To the end that these policies may be effectively carried out with the least 
possible impact on the economy pending complete decontrol, the provisions of this 
title are enacted. 

DEFINITIONS 

Sec. 202. As used in this title— 

[(a) The term ‘‘person”’ includes an individual, corporation, partnership, asso- 
ciation, or any other organized group of persons,ffor a legal successor or repre- 
sentative of any of the foregoing. ] 
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(a) The word ‘‘person’’ includes an individual, corporation, partnership, associ- 
ation, or any other organized group of persons, or legal successor or representative 
of the foregoing, and includes the United States or any agency thereof, or any other 
government, or any of its political subdivisions, or any agency of any of the foregoing: 
Provided, That no punishment provided by this Act shall apply to the United States, 
or to any such government, political subdivision, or government agency. 

(b) The term ‘housing accommodations’? means any building, structure or 
part thereof, or land appurtenant thereto, or any other real or personal property 
rented or offered for rent for living or dwelling purposes (including houses, apart- 
ments, rooming- or boarding-house accommodations, and other properties used 
for living or dwelling purposes) together with all privileges, services, furnishings, 
furniture, and facilities connected with the use or occupancy of such property. 

(c) The term ‘controlled housing accommodations’? means housing accommo- 
dations in any defense-rental area, except that it does not include- 

(1) (A) those housing accommodations, in any establishment [which is 
located in a city of less than two million five hundred thousand population accord- 
ing to the 1940 decennial census and) whieh is commonly known as a hotel in 
the community in which it is located, which are occupied by persons who are pro- 
vided customary hotel services such as maid service, furnishing and laundering 
of linen, telephone and secretarial or desk service, use and upkeep of furniture 
and fixtures, and bellboy service; or 

[(B) those housing accommodations in hotels in cities of two million five 
hundred thousand population or more according to the 1940 decennial census (i) 
which are located in hotels in which 75 per centum or more of the occupied housing 
accommodations on March 1, 1949, were used for transient occupancy, or (ii) 
which are not located in hotels described in (i) but which on March 1, 1949, were 
used for transient occupancy; for the purposes of this subparagraph (B)— 

([(1) the term “used for transient occupaney’’ means rented on a daily 
basis, to a tenant who had not on March 1, 1949, continuously resided in the 
hotel for ninety days or more; and 

[(2) the term “hotel”? means any establishment which on June 30, 1947, 
was commonly known as a hotel in the community in which it is located and 
was occupied by an appreciable number of persons who were provided 
customary hotel services such as maid service, furnishing and laundering of 
linen, telephone and s2cretarial or desk sarvice, us2 and upkeep of furniture 
and fivtures, and bellbov service; or) 

(2) any motor court, or any part thereof; any trailer, or trailer space, used 
exclusively for transient occupancy or any part thereof; or any tourist home 
serving transient guests exclusively, or anv part thereof; or 

(3) any housing accommodations (A) the construction of which was completed 
on or after February 1, 1947, or which are housing accommodations created by a 
change from a nonhousing to a housing use on or after February 1, 1947, or which 
are additional housing accommodations created by conversion on or after February 
1, 1947: Provided, however, That any housing accommodations resulting from 
any conversion created on or after the effective date of the Housing and Rent 
Act of 1949 shall continue to be controlled housing accommodations unless the 
(Housing Expediter] President issues an order decontrolling them, which he shall 
issue if he finds that the conversion resulted in additional, self-contained family 
units as defined by regulations issued by him: And provided further, That contracts 
for the rental of housing accommodations to veterans of World War II and their 
immediate families, the construction of which was assisted by allocations or pri- 
orities under Public Law 388, Seventy-ninth Congress, approved May 22, 1946, 
shall remain in full force and effect; or (B) the construction of which was completed 
on or after February 1, 1945, and prior to February 1, 1947, and which between 
the date of completion and June 30, 1947, both dates inclusive, at no time were 
rented (other than to members of the immediate family of the landlord) as housing 
a:commodations; or 

(4) nonhousekeeping, furnished housing accommodations, located within a 
single dwelling unit not used as a rooming or boarding house, but only if (A) no 
more than two paying tenants, not members of the landlord’s immediate family, 
live in such dwelling unit, and (B) the remaining portion of such dwelling unit is 
occupied by the landlord or his immediate family. 

(d) The term ‘“‘defense-rental area’’ means any part of an area designated under 
the provisions of the Emergency Price Control Act of 1942, as amended, prior to 

March 1, 1947, as an area where defense activities have resulted or threaten to 
result in an inerease in the rents for housing accommodations inconsistent with 
the purposes of such Act, in which maximum rents (1) were being regulated under 
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such Act on March 1, 1947, or (2) are established or reestablished pursuant to 
section 204 (i) (1) or (2) of this title, 204 (k), or 204 (I). 

(e) The term “rent”? means the consideration, including any bonus, benefit, or 
gratuity demanded or received for or in connection with the use or occupancy of 
housing accommodations, or the transfer of a lease. of housing accommodations. 


TERMINATION OF RENT CONTROL UNDER EMERGENCY PRICE CONTROL ACT OF 1942 


Sec. 203. (a) After the effective date of this title, no maximum rents shall be 
established or maintained under the authority of the Emergency Price Control 
Act of 1942, as amended, with respect to any housing accommodations. 

(b) On the termination of rent control in any area or portion thereof under this 
title all records and other data (and the cabinets or containers holding such 
records and data) used or held in connection with the establishment and mainte- 
nance of maximum rents in such area or portion thereof by the [Housing Expe- 
diter] President, and all predecessor agencies, shall, on request, be transferred 
without reimbursement to the proper officials of any State or local subdivision of 
government that may be charged with the duty of administering a rent-control 
program in any State or local subdivision of government to which such records 
and data may be applicable: Provided, however, That any such records or data (and 
the cabinets or containers holding such records or data) shall be so made available 
subject to recall for use in carrying out the purposes of this title. 


RENT CONTROL UNDER THIS TITLE 


Sec. 204. [(a) The Housing Expediter shall administer the powers, functions, 
and duties under this title; and for the purpose of exercising such powers, functions, 
and duties, and the powers, functions, and duties granted to or imposed upon the 
Housing Expediter by title I of this Act, the Office of Housing Expediter is hereby 
extended until the close of June 30, 1951.] 

(b) (1) Subject to the provisions of paragraphs (2) and (3) of this subsection, 
and subsections [(h) and (i)] (A), (2), (k), (J), and (0), during the period beginning 
on the effective date of this title and ending on the date this title ceases to be in 
effect, no person shall demand, accept, or receive any rent for the use or occupancy 
of any controlled housing accommodations greater than the maximum rent estab- 
lished under the authority of the Emergency Price Control Act of 1942, as 
amended, and in effect with respect thereto on June 30, 1947: Provided, however, 
That the [Housing Expediter] President shall, by regulation or order, make such 
individual and general adjustments in such maximum rents in any defense-rental 
area or any portion thereof, or with respect to any housing accommodations or any 
class of housing accommodations within any such area or any portion thereof, as 
may be necessary to remove hardships or to correct other inequities, or further to 
carry out the purposes and provisions of this title: Provided, however, That the 
landlord certifies that he is maintaining all services furnished as of the date deter- 
mining the maximum rent and that he will continue to maintain such services so 
long as the adjustment in such maximum rent which may be granted continues in 
effect. In making and recommending individual and general adjustments to re- 
move hardships or to correct other inequities, the [Housing Expediter] President 
and the local boards shall observe the principle of maintaining maximum rents for 
controlled housing accommodations, so far as is practicable, at levels which will 
yield to landlords a fair net operating income from such housing accommodations. 
In determining whether the maximum rent for controlled housing accommodations 
vields a fair net operating income from such housing accommodations, due con- 
sideration shall be given to the following, among other relevant factors: (A) In- 
creases in property taxes; (B) unavoidable increases in operating and maintenance 
expenses; (C) major capital improvement of the housing accommodations as dis- 
tinguished from ordinary repair, replacement, and maintenance; (D) increases or 
decreases in living space, services, furniture, furnishings, or equipment; and (EF) 
substantial deterioration of the housing accommodations, other than ordinary 
wear and tear, or failure to perform ordinary repair, replacement, or maintenance. 

(2) In any ease in which a valid written lease with respect to any housing 
accommodations was entered into and filed in accordance with the provisions of 
this subsection (b) as then in effect, and such lease was in effect on the effective 
date of the Housing and Rent Act of 1949, such housing accommodations shall be 
subject to the provisions of this title and, until such lease is terminated or expires, 
the maximum rent for said accommodations shall be the rent set forth in said lease. 

(3) In any case in which a valid written lease with respect to any housing 
accommodations was entered into and filed in accordance with the provisions of 
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this subsection (b) as then in effect, and such lease has heretofore terminated or 
expired or hereafter terminates or expires, such housing accommodations shall 
be subject to the provisions of this title and the maximum rent for said aeccom- 
modations shall be the rent set forth in said lease, plus or minus applicable individ- 
ual adjustments: Provided, however, That if such housing accommodations are 
in a defense-rental area in which a general increase in maximum rents has been or 
is hereafter granted, the maximum rent shall be said lease rent plus or minus 
applicable individual adjustments, or the maximum rent in the absence of a lease, 
whichever is higher. 

(4) If a lease entered into under this subsection has heretofore terminated or 
hereafter terminates, prior to the expiration date of such lease, the landlord shall 
file with the [Housing Expediter] President a report of the termination of such 
lease, unless a report of such termination was filed with the [Housing Expediter] 
President prior to the effective date of the Housing and Rent Act of 1949. Sueh 
report shall be filed within 15 days after the date of such termination or 15 days 
after the effective date of the Housing and Rent Act of 1949, whichever is the later 
date. 

(5) In order to help assure fair adjustments for tenants and small landlords, the 
(Housing Expediter] President is authorized and directed to designate for every 
defense-rental area an officer whose function shall be to assist tenants and small 
landlords by 

(A) informing them concerning the conditions under which rent adjust- 
ments may be obtained; 

(B) helping in the preparation of applications for rent adjustments; and 

(C) providing them with such other information and services as may be 
necessary and appropriate. 

(c) The [Housing Expediter] President is hereby authorized and directed to 
remove any or all maximum rents before this title ceases to be in effect, in any 
defense-rental area or portion thereof or with respect to any class of housing 
accommodations in any such area or portion thereof, if in his judgment the need 
for continuing maximum rents in such area or portion thereof or with respect to 
such class of housing accommodations no longer exist, due to sufficient construe- 
tion of new housing accommodations or when the demand for rental housing 
accommodations has been otherwise reasonably met. The [Housing Expediter] 
President is further authorized and directed to remove maximum rents for any or 
all luxury housing accommodations in any defense-rental area or portion thereof, 
if in his judgment such action would result in the creation of additional rental 
units by conversion. The [Housing Expediter] President shall from time to 
time make surveys with a view to carrying out the purpose of this subsection to 
decontrol housing accommodations at the earliest practicable time. 

(d) The [Housing Expediter] President is authorized to issue such regulations 
and orders, consistent with the provisions of this title, as he may deem necessary 
to carry out the provisions of this section and section 202 (ce). 

(e) (1) The [Housing Expediter] President is authorized and directed to 
create and, if necessary, continue in existence until the termination of this Act in 
each defense-rental area (whether or not under Federal rent control) or such 
portion thereof as he may designate, local advisory boards. The [Housing 
Expediter] President shall, whenever in his judgment there is need therefor, 
create a local advisory board in any part of an area designated under the provi- 
sions of the Emergency Price Control Act of 1942, as amended, prior to March 1, 
1947, as an area where defense activities have resulted or threaten to result in an 
increase in the rents for housing accommodations inconsistent with the purposes 
of such Act, in which maximum rents were not being regulated under such Act 
on March 1, 1947. Fach such board shall consist of not less than five members 
who are citizens of the area and who, insofar as practicable, as a group are repre- 
sentative of the affected interests in the area, to be appointed by the [Housing 
Expediter] President, from recommendations made by the respective Governors: 
Provided, That in any case where the Governor has made no recommendations 
for original appointments to local boards or appointments to fill vacancies, within 
thirty days after request therefor (subsequent to the date of enactment of the 

Housing and Rent Act of 1948) from the [Housing Expediter] President, the 
(Housing Expediter] President shall without such recommendations appoint the 
original members of such boards or such members as may be required to fill 
vacancies. Nothing in the foregoing provisions shall require the reappointment 
of present members of local advisory boards, but any change in the membership 
of any local advisory board necessitated by this provision shall be effectuated as 
promptly as may be practicable. Each such board shall have sufficient members 
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to enable it promptly to consider individual adjustment cases coming before it on 
which the board shall make recommendations to the officials administering this 
title within its area; and before recommending any such adjustment the board 
shall give notice to the parties and shall hold a hearing at the request of either 
party. Upon petition by a representative group of tenants or landlords, the board, 
if it finds that the petition is substantial in character, shall hold a public hearing 
in accordance with the requirements set forth in paragraph (4) of this subsection 
on any of the matters set forth in subparagraphs (A) and (B) of this paragraph. 
Such hearing shall be begun within thirty days after the filing of sueh petition, 
and shall be compieted within thirty days after it is begun. Should the board for 
any reason fail 6 hold such hearing, the [Housing Expediter] Prestdent, upon 
notice of that fact given by such group, shall (unless he finds that the petition is 
not substantial in character) hold a public hearing in like manner on such matters. 
Such hearing shall be begun within thirty days after the giving of such notice by 
such group, and shall be completed within thirty days after it is begun. If the 
[Housing Expediter] President finds that such petition is not substantial in 
character, such group may file a complaint with the Emergency Court of Appeals 
within thirty days after the date such finding is made. Thereupon, if it finds that 
the [Housing Expediter’s] President's finding is not in accordance with law, the 
Emergency Court of Appeals shall have jurisdiction to enter, within thirty days 
after the date of filing of such complaint, an order directing the [Housing Expe- 
diter] President to hold such hearing. If a hearing is held by either the board or 
the [Housing Expediter] President, a recommendation by the board or decision 
by the [Housing Expediter] President, as the case may be, on the merits of the 
matter shall be rendered within thirty days from the date of completion of such 
hearing, and the local board forthwith shall forward its recommendation to the 
(Housing Expediter] President. Any local board may make such recommenda- 
tions to the [Housing Expediter] President as it deems advisable with respect to 
the following matters: 

(A) Removal of any or all maximum rents in the area, or any portion 
thereof, over which the local board has jurisdiction, or with respect to any 
class of housing accommodations within such area or any portion thereof, if 
in the judgment of the local board the need for continuing maximum rents 
in such area or portion thereof or with respect to such elass of housing accom- 
modations no longer exists, due to sufficient construction of new housing 
accommodations or when the demand for rental housing aecommodations 
has been otherwise reasonably met; and 

(B) Adjustments, other than individual adjustments, in maximum rents 
in such area or any portion thereof or with respect to any class of housing 
accommodations within such area or any portion thereof, deemed by the 
local board to be necessary to remove hardships or to correet other inequities 
or further to carry out the purposes and provisions of this title; and 

(C) Operations generally of the local rent office with particular reference 
to hardship cases. 

(2) The [Housing Expediter] Prestdent shall furnish the local boards suitable 
office space, stenographic assistance and reporting services for public hearings 
(including attendance fees) and shall make available to such boards any records 
and other information in the possession of the [Housing Expediter] President 
with respect to the establishment and maintenance of maximum rents and housing 
accommodations in the respective defense-rental areas which may be requested 
by such boards. 

(3) Upon receipt of any recommendation from a local board, the [Housing 
Expediter] President shall promptly notify the local board, in writing, of the 
date of his receipt of such recommendation. Except as provided hereinafter in 
this subsection, within thirty days after receipt of any recommendation of a 
local board such recommendation shall be approved or disapproved or the local 
board shall be notified in writing of the reasons why final action cammot be taken 
in thirty days. Any recommendation of a local board appropriately substantiated 
and in accordance with applicable law and regulations shall be approved and 
appropriate action shall promptly be taken to carry such recommendation into 
effect. If the [Housing Expediter] President approves or disapproves any 
recommendation of a local board he shall promptly notify the local board in 
writing of such action. 

(4) For the purposes of paragraph (3) any recommendation of a local board 
as to a matter referred to.in paragraph (1) (A) or (B) shall be deemed to be 
appropriately substantiated and in accordange with applicable law and regula- 
tions, and shall be carried into effect as hereinafter provided 
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(A) if the local board held a public hearing on such matter at which 
interested persons (including representatives of the State and of political 
subdivisions thereof) were given a reasonable opportunity to be heard, by 
pleadings or otherwise, with right to be represented by counsel; 

(B) if notice of the date, time, place, and purpose of such hearing was 
given (i) in writing to the Governor of the State not less than fifteen days 
prior to such date, and (ii) by publication in a newspaper of general circula- 
tion in the area over which the local board has jurisdiction at least fifteen 
days prior to such date, and a second notice was given by publication in such 
a newspaper at least five days prior to such date; 

(C) if a copy of the local board’s recommendation was filed with the 
Governor of the State within five days after such recommendation was 
mailed to the [Housing Expediter] President; 

(D) if a record is made of the evidence adduced at the public hearing held 
by the local board, and the local board certifies and transmits to the [Housing 
Expediter] President, with such recommendation, a transcript of such 
record, or of those parts of such record, upon which its recommendation is 
based and a written statement of its findings made upon the basis of such 
record; and 

(E) if the record so certified and transmitted to the [Housing Expediter] 
President contains adequate and substantial evidence to support the findings 
and recommendation of the local board. 

Any representative group of interested parties or the local board may file a 
complaint concerning such recommendation with the Emergency Court of Appeals 
within thirty days after the date on which the [Housing Expediter] President 
notifies the local board of his decision, or the date of the expiration of such thirty- 
day period, as the case may be. If the [Housing Expediter] President holds the 
hearing, such group may file a complaint with the Emergency Court of Appeals 
within thirty days after the rendering of his decision, or within thirty days after 
the expiration of the time within which his decision should be made. A similar 
right of appeal shall be afforded in the event the [Housing Expediter] President 
makes a decision as to a general adjustment or as to removal of maximum rents 
for any class of housing accommodations (other than for luxury housing accom- 
modations under the second sentence of section 204 (c)) on his own initiative. The 
Clerk of the Emergency Court of Appeals shall notify the [Housing Expediter] 
President in writing of the filing of any such complaint promptly after it has been 
so filed. Within fifteen days after the receipt of such notice by the [Housing 
Expediter] President, the [Housing Expediter] President shall file such recom- 
mendation or decision in the Emergency Court of Appeals, together with the 
record and statement of findings of the local board or of the [Housing Expediter] 
President and such statement as the [Housing Expediter] President may desire 
to make as to his views on the matter. The statement of the [Housing Expediter] 
President may be accompanied by such supporting information as the [Housing 
Expediter] President deems appropriate. Wecepanien, the Emergency Court of 
Appeals shall have jurisdiction to enter, within sixty days after the date of its 
receipt of such recommendation or decision from the [Housing Expediter] Pres7- 
dent (or within such additional period of not more than thirty days as the court 
may find necessary in exceptional cases), an order approving or disapproving the 
recommendation of the local board or decision of the [Housing Expediter] 
President. The recommendation, record, and statement of findings of the local 
board or decision, record, and statement of findings of the [Housing Expediter] 
President, as the case may be, together with the statement and supporting infor- 
mation filed by the [Housing Expediter] President, shall constitute the record 
before the court. If the court determines that the recommendation or decision 
is not in accordance with law, or that the evidence in the record before the court, 
including such additional evidence as may be adduced before the court, is not of 
sufficient weight to justify such recommendation or decision, the court shall enter 
an order disapproving such recommendation or decision; otherwise it shall enter 
an order approving such recommendation or decision. The judgment and decree 
of the court shall be final. The powers heretofore granted by law to the Emer- 
gency Court of Appeals are hereby continued for purposes of exercise of the 
jurisdiction granted by this subsection. The court shall prescribe rules governing 
its procedure in such manner as to expedite the determination of cases of which it 
has jurisdiction, under this paragraph. The [Housing Expediter] President, the 
local board, representative groups of interested parties, and representatives of 
the State or States involved, shall be granted, to the extent determined by the 
court, an opportunity to be heard, by pleadings or otherwise, with right to be 


peered by counsel. 
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(5) Any recommendation to which paragraph (4) applies, if an order of dis- 
approval thereof has not been entered by the Emergency Court of Appeals within 
the time prescribed in such paragraph, shall be carried out by the [Housing 
Expediter] President— 

(A) if it is with respect to a matter referred to in paragraph (1) (A), so 
that the decontrol is effected, retroactively if necessary, on the date recom- 
mended by the local board, but not before sixty days after the date of the 
receipt of such recommendation by the [Housing Expediter] President: 
Provided, That during the period of ninety days beginning with the date on 
which such decontrol is effected, the regulations and orders with respect to 
practices relating to the recovery of possession of housing accommodations 
issued under section 209 of this title shall be in effect as though such decontrol 
had not been effected; and 

(B) if it is with respect to a matter referred to in paragraph (1) (B), so 
that. the adjustment in maximum rents is effected, retroactively if necessary, 
on the date recommended by the local board, but not before thirty days after 
the receipt of the recommendation by the [Housing Expediter] President. 

(6) In addition to employees furnished under paragraph (2), local boards are 
hereby authorized to employ such attorneys as may be necessary for purposes 
of hearings and court proceedings under this subsection. Attorneys shall be paid 
not to exceed $25 per day when actually employed, and shall be allowed necessary 
traveling and subsistence expenses. 

(7) Immediately upon the enactment of the Housing and Rent Act of 1948 
the [Housing Expediter] President shall communicate with the Governors of 
the several States advising them of the provisions of this subsection as amended 
and of the number and location of defense-rental areas in their respective States 
and the areas or portions thereof in which boards are to be appointed therein, 
and requesting the cooperation of the Governors of the several States in carrying 
out such provisions. 

(f) The provisions of this title shall cease to be in effect at the close of [June 
30, 1951] February 29, 1952, or upon the date of a proclamation by the President 
or upon the date specified in a concurrent resolution by the two Houses of the 
Congress, declaring that the further continuance of the authority granted by this 
title is not necessary because of the existence of an emergency, whichever date is 
the earlier; except that as to rights or liabilities incurred prior to such termination 
date, the provisions of this title and regulations, orders, and requirements there- 
under shall be treated as still remaining in force for the purpose of sustaining any 
proper suit or action with respect to any such right or liability. 

(g) Nothing in this title shall be interpreted or construed to authorize the 
(Housing Expediter] President to prohibit, in the case of any rental agreement 
hereafter entered into, the demand, collection, or retention of a security deposit, 
if said deposit does not exceed the rent for one month in addition to the otherwise 
authorized collection of rent in advance, if the demand, collection, or retention of 
such a security deposit was an accepted rental practice, prior to January 30, 1942, 
in the area in which the premises are located, or was customarily required before 
that date by the same landlord in the renting of the particular housing accommo- 
dations involved, and if the tenant is allowed, under the terms of the rental agree- 
ment, to occupy the premises for the period covered by the security deposit without 
further payment of rent. 

(h) For controlled housing accommodations which were not included within 
the definition of ‘‘controlled housing accommodations” as such definition read 
prior to the effective date of the Housing and Rent Act of 1949, the maximum 
rent shall be the maximum rent last in effect for such housing accommodations 
under Federal rent control, plus or minus applicable adjustments; or, if no maxi- 
mum rent was ever in effect for such housing accommodations, the maximum rent 
shall be the rent generally prevailing in the defense-rental area for comprrable 
controlled housing accommodations within such area, plus or minus applicable 
adjustments[[: Provided, That in the case of those controlled housing accommo- 
dations in hotels which were not included within the definition of “controlled 
housing accommodations” as such definition read prior to the effective date of the 
Housing and Rent Act of 1949, the maximum rent shall be the rent in effect for 
such accommodations on March 1, 1949]. 

(i) (1) Whenever a local advisory board in any defense-rental area in which 
maximum rents were never regulated under the Emergency Price Control Act of 
1942, as amended, after having determined, with respect to the area over which 
it has jurisdiction or any portion thereof, either that (A) a scarcity of rental 
housing has developed as a result of national defense activity, or (B) employment 
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or other conditions have changed to such an extent as to make the supply of rental 
housing inadequate to meet the demand, or (©) rents have increased or are about 
to increase unreasonably, recommends that such action is necessary or appropriate 
in order to effectuate the purposes of this title, the [Housing Expediter] President, 
if such recommendation is appropriately substantiated, shall by regulation or 
order establish such maximum rent or maximum rents for any housing accommo- 
dations (except those not included within the definition of ‘‘controlled housing 
accommodations”) in such area or portion thereof as in his judgment will be fair 
and equitable. In establishing any maximum rent for any housing accommo- 
dations under this paragraph, the [Housing Expediter] President shall give due 
consideration to the rents prevailing for such housing accommodations, or com- 
parable housing accommodations, on such date as he deems appropriate, not 
earlier than the date of the enactment of the Housing and Rent Act of 1949, and 
he shall make adjustment for such relevant factors as he shall determine and deem 
to be of general applicability in respect of such accommodations, including in- 
creases or decreases in property taxes and other costs within such defense-rental 
area. For the purposes of this paragraph the term ‘‘defense-rental area’? means 
any part of an area designated under the provisions of the Emergency Price 
Control Act of 1942, as amended, prior to March 1, 1947, as an area where defense 
activities have resulted or threaten to result in an increase in the rent for housing 
accommodations inconsistent with the purposes of such Act. 

(2) Whenever a local advisory board in any defense-rental area in which housing 
accommodations were decontrolled by administrative action taken, prior to the 
date of the enactment of the Housing and Rent Act of 1949, under the Emergency 
Price Control Act of 1942, as amended, or under this title, after having determined 
with respect to the area over which it has jurisdiction, or any portion thereof, 
either that (A) a scarcity of rental housing has developed as a result of national 
defense activity, or (B) employment or other conditions have changed to such an 
extent as to make the supply of rental housing inadequate to meet the demand, 
or (C) rents have increased or are about to increase unreasonably, recommends 
that such action is necessary or appropriate in order to effectuate the purposes of 





this title, the [Housing Expediter] President, if such recommendation is appro- 
priately substantiated, shall by regulation or order reestablish maximum rents for 
any or all such housing accommodations in such area or portion thereof. For the 
purposes of this paragraph the term ‘‘defense-rental area’’ has the meaning assigned 
to such term in paragraph (1) of this subsection. 

(3) Any loeal advisory board may recommend to the [Housing Fxpediter] 
President that he exercise the authority granted to him by paragraph (4) of this 
subsection to reestablish maximum rents for any or all housing accommodations, 
within the defense-rental area over which such board has jurisdiction, which are 
decontrolled on or after the date of the enactment of the Housing and Rent Act 
of 1949, by administrative action taken under this title. 

(4) The [Housing Expediter] President, upon recommendation of a local ad- 
visory board or upon his own initiative, whenever in his judgment such action is 
necessary or proper in order to effectuate the purposes of this title, may by regula- 
tion or order reestablish maximum rents for any or all controlled housing accom- 
modations, in any defense-rental area, which are decontrolled on or after the date 
of the enactment of the Housing and Rent Act of 1949, by administrative action 
taken under this title. 

(5) In the ease of housing accommodations for which a maximum rent is 
reestablished pursuant to paragraph (2) or (4) of this subsection, the maximum 
rent shall be the maximum rent last in effect for such housing accommodations 
under Federal rent control, plus or minus applicable adjustments; or, if no maxi- 
mum rent was ever in effect for such housing accommodations, the maximum rent 
shall be the rent generally prevailing for comparable controlled housing ac- 
commodations within such area, plus or minus applicable adjustments. 

(6) No maximum rents shall be established or reestablished under this sub- 
section for any housing accommodations (A) in the case of which maximum rents 
have been heretofore or are hereafter removed as the result of approval by the 
Emergency Court of Appeals of a recommendation of a local advisory board or as 
the result of approval by such court of a decision of the [Housing Expediter] 
President, or (B) in any State, city, town, village, or locality in which rent controls 
under this title have been terminated pursuant to section 204 (j). 

(j) (1) Whenever the governor of any State advises the [Housing Expediter] 
President that the legislature of such State has adequately provided for the 
establishment and maintenance of maximum rents, or has specifically expressed 
its intent that State rent control shall be in lieu of Federal rent control, with 
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respect to housing accommodations within defense-rental areas in such State and 
of the date on which such State rent contro] will become effective, the [Housing 
Expediter] President shall immediately make public announcement to the effect 
that he has been so advised. At the same time all rent controls under this Act, 
as amended, with respect to housing accommodations within such State shall be 
terminated as of the date on which State rent control is to become effective. As 
used in this subsection, the term ‘‘State” means any State, Territory, or possession 
of the United Staies. 

(2) If any State by law declares that Federal rent contro! is no longer necessary 
in such State or any part thereof and notifies the [Housing Expediter] President 
of that fact, the [Housing Expediter] President shall immediately make public 
announcement to the effect that he has been so advised. At the same time all 
rent controls under this Act, as amended, with respect to housing accommodations 
within such State or part thereof shall be fasmingied on the fifteenth day after 
receipt of such advice. As used in this subsection, the term*‘‘State’’ means any 
State, Territory, or possession of the United States. 

(3) The [Housing Expediter] President shall terminate the provisions of this 
title in any incorporated city, town, village, or in the unincorporated area of any 
county upon receipt of a resolution of its governing body adopted for that purpose 
in accordance with applicable local law and based upon a finding by such govern- 
ing body reached as the result of a public hearing held after ten days’ notice, that 
there no longer exists such a shortage in rental housing accommodations as to 
require rent control in such city, town, village, or unincorporated area in such 
county: Provided, That where the major portion of a defense-rental area has been 
decontrolled pursuant to this paragraph (3), the [Housing Expediter] President 
shall decontrol any unincorporated locality in the remainder of such area: Pro- 
vided further, That as used in this Act the term “resolution” shall not be construed 
to be limited to ordinances or other legislative acts, and any resolution heretofore 
adopted by any local governing body is hereby declared to be effective for the 
purpose of this section 204 (j) (3) or section 204 (f) (1), whether or not such resolu- 
tion was legislative in character: and no suit or action shall be brought under sec- 
tion 205 of this Act, or any other provision of law, on the basis of any administra- 
tive decision or the decision of any court that the resolution described in this Act 
must be a legislative Act. . 

(k) The President shall by regulation or order establish such maximum rent or 
maximum rents as in his judgment will be fair and equitable for any housing accom- 
modations (1) in any State which by law declares that there exists such a shortage 
in rental housing accommodations as to require Federal rent control in such State, 
or (2) in any incorporated city, town, village, or in the unincorporated area of any 
county (other than a city, town, village, or unincorporated area within a State which 
is controlling rents) upon receipt of a resolution of its governing body adopted for 
that purpose in accordance with applicable local law and based upon a finding by 
such governing body, reached as a result of a public hearing held after ten days’ 
notice, that there exists such a shortage in rental housing accommodations as to 
require Federal rent control in such city, town, village, or unincorporated area in such 
county. In establishing any marimum rent for any housing accommodations under 
this subsection the President shall give due consideration to the rents prevailing for 
such housing accommodations or comparable housing accommodations during the 
period from May 24, 1950, to June 24, 1950, and he shall make adjustment for such 
relevant factors as he shall. determine and deem to be of general applicability in 
respect to such accommodations, including increases or decreases in property taxes 
and other costs within such state, incorporated city, town, or village, or unincorporated 
area. 

(1) Whenever the Secretary of Defense and the Director of Defense Mobilization, 
acting jointly, shall determine and certify to the President that any area (whether then 
or ever controlled or decontrolled under this Act) is a critical defense housing area, 
the President shall by regulation or order establish such maximum rent or maximum 
rents for any housing accommodations, not then subject to rent control, in such area 
ur portion thereof as in his judgment will be fair and equitable. Notwithstanding 
the provisions of section 202 (c) the term ‘“‘controlled housing accommodations’”’ as 
applied to any such critical defense housing area shall include all housing accommoda- 
tions in the area, without exception. In establishing any maximum rent for any 
housing accommodations under this subsection, the President shall give due considera- 
tion to the rents prevailing for such housing accommodations or comparable housing 
accommodations during the period from May 24, 1950, to June 24, 1950, and he shall 
make adjustment for such relevant factors as he shall determine and deem to be of 
general applicability in respect to such accommodations, including increases or 
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decreases in property taxes and other costs within such area. Maximum rents in any 
critical defense housing area shall be terminated at such time as the Secretary of 
Defense and the Director of Defense Mobilization, acting jointly, shall determine and 
certify to the President that such area is no longer a critical defense housing area, or as 
provided in subsection (e) or (j) of this section: Provided, however, That in any area 
where maximum rents are removed under the procedures provided in subsection (e) 
or (j) of this section, maximum rents may be reestablished after the expiration of 
thirty days on the determination and certification of the Secretary of Defense and the 
Director of Defense Mobilization, acting jointly. For the purpose of this subsection a 
critical defense housing area shall be any area in which the following conditions exist: 
(1) a new defense plant or installation has been or is to be provided, or an 
existing defense plant or installation has been or is to be reactivated or its opera- 
tion substantially expanded; 
(2) substantial in-migration of defense workers or military personnel is 
required to carry ovt activities at such plant or installation; and 
(3) a substantial shortage of housing required for such defense workers or 
military personnel exists or impends which impedes or threatens to impede 
activities of such defense plant or installation. 

(m) Whenever an area has been certified under subsection (1) to be a critical 
defense hou-ing area real-estate construction credit controls imposed under title VI 
of the Defense Production Act of 1950 shall be relaxed to the extent necessary to en- 
courage construction of housing for defense workers and military personnel. The 
fact that any area has been certified as a critical defense housing area under sub- 
section (I) shall not make such area ineligible for the location of additional defense 
plants, facilities, or installations, or as a source of additional military procurement 
of any Sort. 

(n) No maximum rents shall be established under subsection (l) for housing accom- 
modations in any State where rent control is in effect or in any locality where local 
rent control is in effect, unless the rent component of the Consumers’ Index of the 
Bureau of Labor Statistics for such State or locality has increased more than the 
United States average of the rent component of such index during the last six months 
for which such index is available immediately preceding the establishment of such 
maximum rents. The rent component of the Consumers’ Index of the Bureau of 
Labor Statistics for any State shall be the average, weighted by population as deter- 
mined by the Bureau of Labor Statistics, for all reported cities in the State, except 
that, where only one city is reported, the rent component for the State shall be the rent 
component for that city. Upon the establishment of maximum rents pursuant to 
subsection (1) for housing accommodations in a State in which State rent control is 
in effect, State rent control shall thereupon terminate. Upon the establishment of 
maximum rents pursuant to subsection (1) for housing accommodations in a locality 
in which local rent control is in effect, local rent control shall thereupon terminate. 
The rent component for any locality subject to local rent control shall be the rent 
component as established by the Bureau of Labor Statistics for that locality. Where 
data concerning rents have not teen heretofore collected for a city in a State having 
State rent control or for a particular locality which has local rent control, the President 
may cause a survey to be made by the Bureau of Labor Statistics for the purpose of 
establishing a rent component for that State or locality. For the purposes of this 
subsection, State rent control shall be deemed in effect in any State in which maximum 
rents are controlled pursuant to State law throughout the State, regardless of whether 
maximum rents are actually in effect in every locality of the State. 

(0) In order to compensate for increases which have occurred in costs and prices, 
the maximum rent in effect on the date of enactment of this subsection for any housing 
accommodations shall, upon sworn application, be increased to 120 per centum of the 
following: The maximum rent for the housing accommodations (or comparable 
housing accommodations) in effect on June 30, 1947, plus the amount of any increase 
allowed or allowable under this Act for major capital improvements or for increases 
in living space, services, furniture, furnishings, or equipment, and minus any de- 
crease required or requirable under this Act for decreases in living space, services, 
furniture, furnishings, or equipment, or for substantial deterioration or failure to 
perform ordinary repair, replacement, or maintenance. Any increase in a maximum 
rent applied for under this subsection which is based upon the maximum rent in 
effect on June 30, 1947, for the particular housing accommodations and upon in- 
creases and decreases actually allowed under this Act shall be effective upon the filing 
of the application. Nothing in this subsection shall require the reduction of any 
maximum rent, nor prevent such additional adjustment for increases in costs and 
prices as the President may deem appropriate. 
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RECOVERY OF DAMAGES 


Sec. 205. [Any person who demands, accepts, or receives any payment of rent 
in excess of the maximum rent prescribed under section 204 shall be liable to the 
person from whom he demands, accepts, or receives such payment (or shall be 
liable to the United States as hereinafter provided), for reasonable attorney’s fees 
and costs as determined by the court, plus liquidated damages in the amounts of 
(1) $50, or (2) three times the amount by which the payment or payments de- 
manded, accepted, or received exceed the maximum rent which could lawfully be 
demanded, accepted, or received, whichever in either case may be the greater 
amount: Provided, That the amount of such liquidated damages shall be the 
amount of the overcharge or overcharges if the defendant proves that the violation 
was neither willful nor the result of failure to take practicable precautions against 
the occurrence of the violation. Suit to recover such amount may be brought in 
any Federal, State, or Territorial court of competent jurisdiction within one year 
after the date of such violation: Provided, That if the person from whom such 
payment is demanded, accepted, or received either fails to institute an action 
under this section within thirty days from the date of the occurrence of the 
violation or is not entitled for any reason to bring the action, the United States 
may institute such action within such one-year period. If such action is insti- 
tuted, the person from whom such payment is demanded, accepted, or received 
shall thereafter be barred from bringing an action for the same violation or viola- 
tions. For the purpose of determining the amount of liquidated damages to be 
awarded to the plaintiff in an action brought under this section, all violations 
alleged in such action which were committed by the defendant with respect to 
the plaintiff prior to the bringing of action shall be deemed to constitute one viola- 
tion, and the amount demanded, accepted, or received in connection with such 
one violation shall be deemed to be the aggregate amount demanded, accepted, 
or received in connection with all violations. A judgment in an action under 
this section shall be a bar to a recovery under this section in any other action 
against the same defendant on account of any violation with respect to the same 
person prior to the institution of the action in which such judgment was ren- 
dered.] (a) Any person who demands, accepts, receives, or retains any payment 
of rent in excess of the maximum rent prescribed under the provisions of this Act, or 
any regulation, order, or requirement thereunder, shall be liable to the person from 
whom such payment is demanded, accepted, received, or retained (or shall be liable 
to the United States as hereinafter provided) for reasonable attorney’s fees and costs 
as determined by the court, plus liquidated damages in the amounts of (1) $450, or 
(2) not more than three times the amount by which the payment or payments demanded, 
accepted, received, or retained exceed the maximum rent which could lawfully be 
demanded, accepted, received, or retained, as the court in its discretion may determine, 
whichever in either case may be the greater amount: Provided, That the amount of 
such liquidated damages shall be the amount of the overcharge or overcharges if the 
defendant proves that the violation was neither willful nor the result of failure to take 
practicable precautions against the occurrence of the violation. 

(b) Any person who unlawfully evicts a tenant shall be liable to the person so evicted 
(or shall be liable to the United States as hereinafter provided) for reasonable attor- 
ney’s fees and costs as determined by the court, plus liquidated damages in the amounts 
of (1) one month’s rent or $50, whichever is greater, or (2) not more than three times 
such monthly rent, or $150, whichever is greater: Provided, That the amount of such 
liquidated damages shall be the amount of one month’s rent or $50, whichever is 
greater, if the defendant proves that the violation was neither willful nor the result of 
failure to take practicable precautions against the occurrence of the violation. 

(c) Suit to recover liquidated damages as provided in this section may be brought 
in any Federal court of competent jurisdiction regardless of the amount involved, or 
in any State or Territorial court of competent jurisdiction, within one year after the 
date of violation: Provided, That if the person from whom such payment is demanded, 
accepted, received, or retained, or the person wrongfully evicted, either fails to institute 
an action under this section within thirty days from the date of the occurrence of the 
violation or is not entitled for any reason to bring the action, the United States may 
settle the claim arising out of the violation or within one year after the date of violation 
may institute such action. If such claim is settled or such action is instituted, the 
person from whom such payment is demanded, accepted, received, or retained, or the 
person wrongfully evicted, shall thereafter be barred from bringing an action for the 
same violation or violations. For the purpose of determining the amount of liquidated 
damages to be awarded to the plaintiff in an action brought under subsection (a) of 
this section, all violations alleged in an action under said subsection (a) which were 
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committed by the defendant with respect to the plaintiff prior to the bringing of such an 
action shall be deemed to constitute one violation and, in such action under subsection 
(a) of this section, the amount demanded, accepted, received, or retained in connection 
with such one violation shall be deemed to be the aggregate amount demanded, accepted, 
received, or retained in connection with all such violations. A judgment for damages 
or on the merits in any action under either subsection (a) or (b) of this section shall 
be a bar to any recovery under the same subsection of this section in any other action 
against the same defendant on account of any violation with respect to the same person 
prior to the institution of the action in which such judgment was rendered. 


PROHIBITION AND ENFORCEMENT 


Sec. 206 [(a) It shall be unlawful for any person to demand, accept, or receive 
any rent for the use or occupancy of any controlled housing accommodations in 
excess of the maximum rent prescribed under section 204, or otherwise to do or 
omit to do any act, in violation of this Act, or of any regulation or order or re- 
quirement under this Act, or to offer, solicit, attempt, or agree to do any of the 
foregoing.] (a) (1) It shall be unlawful for any person to demand, accept, receive, 
or retain any rent for the use or occupancy of any controlled housing accommodations 
in excess of the maximum rent prescribed under this Act, or otherwise to do or omit 
to do any act, in violation of this Act, or of any regulation or order or requirement 
unde r this Act, or to offer, solicit, attempt, or agree to do any of the foregoing. 

‘(2) It shall be unlawful for any person to evict, remove, or e zeclude, or cause to be 
evicted, removed, or excluded, any tenant from any controlled housing accommodations 
in any manner or upon any grounds except as authorized or permitted by the provisions 
of this Act or any regulation, order, or requirement thereunder, and any person who 
lawfully gains possession from a tenant of any controlled housing accommodations, 
and thereafter fails fully to comply with such requirements or conditions as may have 
been imposed for such possession by the provisions of this Act or any regulation, order, 
or requirement thereunder, shall also be deemed to have unlawfully evicted such tenant 
and shall be liable to such tenant, or to the United States, as provided in this Aet. 

(b) Whenever in the judgment of the [Housing Expediter3 President any 
person has engaged or is about to engage in any acts or practices which constitute 
or will constitute a violation of any provision of this Act, or any regulation or order 
issued thereunder, the United States may make application to any Federal, State, 
or Territorial court of competent jurisdiction for an order enjoining such acts or 
practices, or for an order enforcing compliance with such provision, and upon a 
showing that such person has engaged or is about to engage in any such acts or 
practices a permanent or temporary injunction, restraining order, or other order 
shall be granted without bond. 

(ec) Any proceeding brought in a Federal court under section 205 or under sub- 
section (b) of this section may be brought in any district in which any part of any 
act or any transaction constituting the violation occurred, or may be brought in 
the district in which the defendant resides or transacts business, and process in 
such case may be served in any district wherein the defendant resides or transacts 
business or wherever the defendant may be found. Any such court shall advance 
on the docket and expedite the disposition of any such proceeding brought before 
it. No costs shall be assessed against the [Housing Expediter] President or the 
United States Government in any proceeding under this Act. 

(d) No person shall be liable for damages or penalties in any Federal, State, 
or Territorial court, on any grounds for or in respect of anything done or omitted 
to be done in good faith pursuant to any provision of this Act or any regulation, 
order, or requirement thereunder notwithstanding that subsequently such pro- 
vision, regulation, order or requirement may be modified, rescinded, or determined 
to be invalid. The United States may intervene in any such suit or action wherein 
a party relies for ground of relief or defense upon this Act or any regulation, order, 
or requirement thereunder. 

(e) [The principal office of the Housing Expediter shall be in the District of 
Columbia, but he or any duly authorized representative May exercise any or 
all of his powers in any place and attorneys] attorneys appointed by the [Housing 
Expediter] President may, under such authority as may be granted by the 
Attorney General, appear for and represent the United States in any case arising 
under this Act. 

(f) (1) The [Housing Expediter] President is authorized to make such studies 
and investigations, to conduct such hearings, and to obtain such information, as he 
deems necessary or proper to assist him in prescribing any regulation or order 
under this Act, or in the administration and enforcement of this Act and regula- 
tions and orders prescribed thereunder. 
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(2) For the purpose of obtaining information under this subsection, the 
LHousing Expediter] President is further authorized, by regulation or order, to 
require any person who rents or offers for rent or acts as broker or agent for the 
rental of any controlled housing accommodations (A) to furnish information 
under oath or affirmation or otherwise, (B) to make and keep records and other 
documents and to make reports, and (C) to permit the inspection and copy of 
records and other documents and the inspection of controlled housing accom- 
modations. 

(3) For the purpose of obtaining information under this subsection, the [Hous- 
ing Expediter] President may by subpena require any person to appear and testify 
or to appear and produce documents, or both, at any designated place. Any per- 
son subpenaed under this subsection shall have the right to make a record of his 
testimony and be represented by counsel, and shall be paid the same fees and 
mileage as are paid witnesses in the United States district courts. For the pur- 
poses of this subsection the [Housing Expediter] President, or any officer or em- 
ployee under his jurisdiction designated by him, may administer oaths and 
affirmations. 

(4) The production of a person’s documents at any place other than his place 
of business shall not be required under this subsection in any case in which, prior 
to the return date specified in the subpena issued with respect thereto, such person 
either has furnished the [Housing Expediter] President with a copy of such 
documents (certified by such person under oath to be a true and correct copy), or 
has entered into a stipulation with the [Housing Expediter] President as to the 
information contained in such documents. 

(5) In case of contumacy by, or refusal to obey a subpena served upon, any 
person under this subsection, the United States district court for any district in 
which such person is found or resides-or transacts business, upon application by 
the United States, and after notice to such person and hearing, shall have jurisdic- 
tion to issue an order requiring such person to appear and give testimony or to 
appear and produce documents, or both; and any failure to obey such order of 
the court may be punished by such court as a contempt thereof. 

(6) No person shall be excused from attending and testifying or producing 
documents or from complying with any other requirement under this subsection 
because of his privilege against self-incrimination, but the immunity provisions of 
the Compulsory Testimony Act of February 11, 1893 (49 U. S. C. 46), shall apply 
with respect to any individual who specifically claims such privilege. 

(g) The [Housing Expediter] President shall not publish or disclose any 
information obtained under this Act that such [Housing Expediter] President 
deems confidenti*! or with reference to which a request for confidential treatment 
is made by the person furnishing such information unless he determines that the 
withholding thereof is contriry to the public interest. 

(h) It shall be unlawful for any person to remove or attempt to remove from 
any controlled housing accommodations the tenant or occupant thereof or to 
refuse to renew the lease or agreement for the use of such accommodations, 
because such tenant or occupant has taken, or proposes to take, action authorized 
or required by this Act or any regulation, order, or requirement thereunder. 


MAINTENANCE OF ACTIONS FOR CERTAIN ALLEGED PAST VIOLATIONS 


Sec. 207. No action or proceeding, involving any alleged violation of maximum 
Price Regulation Numbered 188, issued under the Emergency Price Control Act 
of 1942, as amended, shall be maintained in any court, or judgment thereon 
executed or otherwise proceeded on, if a court of competent jurisdiction has found, 
or by opinion has declared, that the person alleged to have committed such 
violation acted in good faith and that application to such person of the ‘actual 


delivery”’ provisions of such regulation would result or has resulted in extreme 
hardship. 


PROPERTY, PERSONNEL, AND APPROPRIATIONS 


Sec. 208. [(a) The records, property, personnel, and funds, relating primarily 
to rent control, transferred to the ees Expediter by or pursuant to Executive 
Order Numbered 9841, dated April 23, 1947, may be used for the purpose of carry- 
ing out the powers, functions, and duties of the Housing Expediter under this title; 
except that any personnel so transferred who are found to be in excess of the needs 
of the Housing Expediter for the exercise of such powers, functions, and duties 
shall be separated from the service.] (a) The President shall administer the 
powers, duties, and functions conferred upon him by this Act through the new inde- 
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pendent agency created pursuant to section 408 of the Defense Production Act of 1950. 
The President may provide for the transfer to such new agency of any of the functions, 
records, property, personnel, and unexpended balances of appropriations, allocations, 
and other funds of the Office of the Housing Expediter. Any employees of the Office of 
the Housing Expediter not so transferred shall, unless transferred to other positions in 
the Government, be separated from the service. The President shall make such 
provisions as he shall deem appropriate for the termination and liquidation of the 
affairs of the Office of the Housing Expediter and until such action is taken by the 
President, the Office of the Housing Expediter shall be continued. For the purposes of 
determining the status of employees transferred to such new agency as provided in this 
section, they shall be deemed to be transferred in connection with a transfer of functions. 

(b) There are authorized to be appropriated to the [Housing Expediter] 
President such sums as may be necessary. to carry out the provisions of this Act. 


EVICTION OF TENANTS 


Sec. 209. Whenever in the judgment of the [Housing Expediter] President 
such action is necessary or proper in order to effectuate the purposes of this Act, 
he may, by regulation or order, regulate or prohibit speculative or manipulative 
practices or renting or leasing practices (including practices relating to recovery 
of the possession) in connection with any controlled housing accommodations, 
which in his judgment are equivalent to or are likely to result in rent increases 
inconsistent with the purposes of this Act. 


ADMINISTRATIVE PROCEDURE ACT INAPPLICABLE 


Sec. 210. Section 2 (a) of the Administretive Procedure Act, as amended, is 
amended bv inserting after’ ‘‘Selective Training and Service Act of 1940;”’ the 
following: ‘‘Housing and Rent Act of 1947;”’ 


APPLICATION 


Sec. 211. The provisions of this title shall be applicable to the several States 
and to the Territories and possessions of the United States but shall not be appli- 
cable to the District of Columbia. 


EFFECTIVE DATE OF TITLE 


Sec. 212. This title sha)] become effective on the first day of the first calendar 
month following the month in which this Act is enacted. 


SHORT TITLE 


Sec. 213. This Act may be cited as the “Housing and Rent Act of 1947.” 


Titte ITI—SeEpPaRABILITY OF PROVISIONS 


Sec. 301. If any provision of this Act or the application of such provision to 
any person or circumstances shall be held invalid, the validity of the remainder 
of this Act, and the applicability of such provision to other persons or circum- 
stances, sha]l not be affected thereby. 


The Following Provisions in the Housing and Rent Act of 1948 (Public Law 464, 
80th Congress) do not Amend Any Specific Sections in the Housing and 
Rent Act of 1947, As Amended, but do Concern Rent Control. 


Sec. 302. Nothing in this Act or in the Housing and Rent Act of 1947, as 
amended, shall be construed to require any person to offer any housing accommo- 
dations for rent. 

Src. 304. Section 2 of Public Law 301, Eightieth Congress, approved July 31, 
1947 (relating to eviction of tenants from publicly operated housing accommoda- 
tions), as amended, is hereby amended by striking out “April 1, 1948” and 
inserting in lieu thereof ‘‘April 1, 1949.” 

Sec. 305. If any provision of this Act or the application of such provision to 
any person or circumstances shali be held invalid, the validity of the remainder of 
the Act, and the applicability. of such provision to other persons or circumstances, 
shall not be affected thereby. 

Sec. 306. This Act shall become effective on the first day of the first calendar 
month following the month in which it is enacted. 
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The Following Provisions in the Housing and Rent Act of 1949 (Public Law 31, 
8lst Congress) do not Amend Any Specific Sections in the Housing and 
Rent Act of 1947, As Amended, but do Concern Rent Control. 

Sec. 301. Nothing in this Act or in the Housing and Rent Act of 1947, as 
amended, shall be construed to require any person to offer any housing accommo- 
dations for rent. 

Sec. 302. Section 303 of the Housing and Rent Act.of 1948 is hereby repealed. 

Sec. 303. If any provision of this Act or the application of such. provision to 
any person or circumstances shall be held invalid, the validity of the remainder 
of the Act, and the applicability of such provision to other persons or circum- 
stances, shall not be atfected thereby. 

Sec. 305. This Act shall become effective on the first day of the first calendar 
month following the month in which it is enacted. 


The Following Provisions in the Housing and Rent Act of 1950 (Public Law 574, 
S8ist Congress) do not Amend any Specific Sections in. the Housing and 
Rent Act of 1947, As Amended, but do Concern Rent Control. 

Suc. 6. Nothing in this Act orin the Housing and Rent Act of 1947, as amended, 
shall be construed to require any person to offer any housing accommodations 
for rent. 

Sec. 7. If any provision of this Act or the application of such provision to 
any person or circumstances shall be held invalid, the validity of the remainder 
of the Act, and the applicabiiity of such provision to other persons or circum- 
stances, shall not be atfected thereby. 

Sec. 8. This Act shall become effective on the first day of the first calendar 
month following the month in which it is enacted. 

The Following Provision in S. 1397 does not amend any specific section in the 
Housing and Rent Act of 1947, as amended, but does concern rent control. 


Nothing in this Act or in the Housing and Rent Act of 1947, as amended, shall be 
construed to require any person to offer any housing accommodations for rent. 





INDEPENDENT OFFICES APPROPRIATION ACT, 1946 (59 STAT. 134) 
Bs * * * * * * 


(Sec. 215. In order to enable persons who have served ninety days or more in 
the land or naval forces during the present war, and who have satisfactorily 
completed their period of active military or naval service, to obtain materials 
required for the construction, alteration, or repair of dwelling houses to be occupied 
by them any department or agency of the Government, in allocating or granting 


priorities with respect to any materials, shall give to such persons a preference over 


all other users of such materials (except to the extent such materials are needed 
by such other users to meet actual military needs), without requiring any showing 
of hardship or other necessity for the construction, alteration, or repair of such 
dwelling houses. ] 


INDEPENDENT OFFICES APPROPRIATION ACT, 1947 (60 STAT. 81 
* > ea x * * * 
{Sxc. 213. In order to enable persons who have served ninety days or more in 
the land or naval forces during the present war, and who have satisfactorily com- 
pleted their period of active military or naval service, to obtain materials required 
for the construction, alteration, or repair of dwelling houses to be occupied by 
them, any department or agency of the Government, in allocating or granting 
priorities with respect to any materials, shall give to such persons a preference 
over all other users of such materials (except to. the extent such materials are 
needed by such other users to meet actual military needs), without requiring any 
showing of hardship or other necessity for the construction, alteration, or repair 


of such dwelling houses. J 
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CHANGE THE DATE FOR THE BEGINNING OF ANNUAL ASSESSMENT 
WORK ON MINING CLAIMS HELD BY LOCATION IN THE UNITED 
STATES, INCLUDING THE TERRITORY OF ALASKA, FROM THE 
IST DAY OF JULY TO THE 18ST DAY OF NOVEMBER AND TO 
EXTEND THE TIME DURING WHICH ANNUAL SSSMENT WORK 
ON SUCH CLAIMS MAY BE MADE FOR THE YEAR BEGINNING 
JULY 1, 1950, TO THE 1ST DAY OF NOVEMBER 1951 


JuNE 25 (legislative day, June 21), 1951.—Ordered to be printed 


.O’Manoney, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
[To accompany 8S. 1726] 


a} 

The Committee on Interior and Insular Affairs report an original bill 
(S. 1726), to change the date for the beginning of annual assessment 
work on mining claims held by location in the United States, including 
the Territory of Alaska, from the Ist day of July to the Ist day of 
November and to extend the time during which annual assessment 
work on such claims may be made for the year beginning July 1, 1950, 
to the Ist day of November 1951, and unanimously recommend that 
the bill do pass. 

The committee had before it S. 770, a bill introduced by the Senator 
from Montana, Mr. Ecton, providing for the suspension of annual 
assessment work on mining claims held by allocation in the United 
States, including the Territory of Alaska, and a bill, S. 1689, by the 
senior Senator from Nevada, Mr. McCarran, providing for an exten- 
sion of the time during which annual assessment work on mining 
- claims held by allocation in the United States, including Alaska, may 
be made, and for other purposes. 

5. 770 provided for suspension during the national emergency pro- 
claimed by the President on December 16, 1950, of all assessment work 
on mining claims required by section 2324, Revised Statutes of the 
United States (30 U.S. C. 28). 

5. 1689, on the other hand, provided for the extension until October 
1, 1951, of the period during which assessment work could be per- 
formed for the year commencing July 1, 1950. 
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The bill reported by the committee amends the basic law, namely 
section 2324, Revised Statutes of the United States, supra, by chang- 
ing the year during which assessment work is to be performed from 
the 12-month period beginning on the Ist of July each calendar 
year to the 12-month period beginning on the lst of November. It 
also provides that assessment work required to be performed on 
mining claims during the period beginning July 1, 1950, may be 
performed during the additional 4-month period ending on the Ist 
day of November 1951. 


The committee bill reads as follows: 


Be it enacted by the Senate and House of Representatives of the United States in 
Congress assembled, That section 2324 of the Revised Statutes, as amended, is 
further amended by striking out “lst day of July” and inserting in lieu thereof 
“Ist day of November.” 

Sec. 2. The amendment made by the first section of this Act shall be effective 
as of 12 o clock meridian, Ist day of November 1951, and for the purposes of 
section 2324 of the Revised Statutes the period from 12 o’clock meridian, July 
1, 1951, to 12 o’clock meridian, Ist day of November 1951, shall be considered 
part of the period commencing at 12 o’clock meridian, July 1, 1950. 


The Interior Department and the Bureau of the Budget filed 
adverse reports on S. 770 and S. 1689, as follows: 


Unitep States DEPARTMENT OF THE INTERIOR, 

OFFICE OF THE SECRETARY, 
Washington 25, D. C., June 22, 1961. 
Hon. Joseru C. O’ MAnoney, 

Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

My Dear Senator O’Manoney: This in reply to the request of your com- 
mittee for a report on 8. 770, a bill providing for the suspension of annual assess- 
ment work on mining claims held by location in the United States, including the 
Territory of Alaska. 

I recommend that this bill be not enacted. 

S. 770 would amend section 2324 of the Revised Statutes (30 U. 8. C., 1946 ed., 
sec. 28), which requires an expenditure of at least $100 in labor or improvements 
of a mining nature during each year on ail mining claims located on public lands 
in the United States, to suspend this requirement with respect to mining claims in 
the United States and Alaska until the hour of 12 o’clock meridian on the Ist day 
of July after termination of the national emergency proclaimed by the President 
December 16, 1950. 

If S. 770 or a similar bill is not enacted, holders of mining claims on the public 
lands will be required to perform the annual assessment work for the year ended at 
12 o’clock meridian July 1, 1951, by that time in order to prevent relocation of the 
claim by others. 

I realize that manpower and materials are and will be at a premium during the 
period covered by the bill. However, since most minerals constitute essential 
materials, I am unable to see why a suspension of work designed to increase the 
valuable supply of those minerals would be helpful in the emergency. Minerals 
almost without exception are necessary to oureconomy. There is a pressing need 
at the present time to increase our reserves in those minerals that are in short 
supply. If war should cut off foreign sources we would not be able to meet our 
essential needs for: many of these minerals. Due to our constantly expanding 
economy, the reserves of other minerals although ample for present needs are 
being rapidly depleted. It is important to our future economy that those re- 
serves be maintained or increased. This is particularly true in this period of 
emergency which may well last for several years. We should see to it while there 
is yet time that our larder is well stocked. The best way I know of to do this is 
to develop the thousands of locations that are now mere prospects. That is the 
real purpose of the annual work requirement. It was designed to encourage the 
development of minerals by requiring the holder of claims on the public lands to 
actually work his claims and penalizing him as to the claims on which the required 
work was not done by opening them to location by others who might be willing 
to work them. 
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I am informed that miners generally are opposed in principle to any further 
suspension of annual labor and the Minerals Advisory Council on May 9, adopted 
a resolution opposing further suspension at this time. The only instance where 
suspension would appear justified is in those cases where owners of mining claims 
are in the armed services and that is fully covered by sections 501 and 505 of the 
Soldiers’ and Sailors’ Civil Relief Act of 1940 (54 Stat. 1178). 

The Bureau of the Budget has advised me that there is no objection to the 
submission of this report to your committee. 

Sincerely yours, 
Date E. Dory, 
Assistant Secretary of the Interior. 





EXECUTIVE OFFICE OF THE PRESIDENT, 

BUREAU OF THE BUDGET, 
| Washington, D. C., June 21, 1951. 
Hon. Josepu C. O’ MAHONEY, 

Chairman, Senate Committee on Interior and Insular Affairs, 
Washington, D. C. 

My Dear Mr. CuarrMan: This is in answer to your letter of February 2, 1951, 
inviting the Bureau of the Budget to comment on 8. 770, a bill providing for the 
suspension of annual assessment work on mining claims held by location in the 
United States, including the Territory of Alaska. 

The Department of the Interior has submitted to the committee a report 
setting forth the reasons why it opposes enactment of this legislation. The 
Bureau of the Budget is in general agreement with the position of the Department 
of the Interior and recommends that the bill not be enacted. 

Sincerely yours, 
ELMER B. STAATs, 
Assistant Director. 





UNITED STATES DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 22, 1951. 


SHI» 


Hon. Joseru C. O’ MAHONEY, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

My Dear Senator O’Manoney: This is in reply to the request of your 
committee for a report on 8S. 1689, a bill providing for an extension of the time 
during which annual assessment work on mining claims held by location in the 
United States, including Alaska, may be made, and for other purposes. 

I recommend that this bill be not enacted. 

S. 1689 involves section 2324 of the Revised Statutes (30 U.S. C., see. 28) which 
requires an expenditure of at least $100 in labor or improvements of a mining 
nature to be made during each year on all mining claims located on public lands 
in the United States. The bill would extend the date within which the current 
annual assessment work must be completed, from July 1, 1951, to October 1, 
1951, but would also provide that the assessment work for the ensuing assessment 
year may be commenced immediately after 12 o’clock meridian, July 1, 1951. If 
5. 1689 or a similar bill is not enacted, holders of mining claims on the public lands 
will be required to perform the annual assessment work for the current year by 
12 o’clock meridian, July 1, 1951, in order to prevent relocation of the claim by 
others. 

This Department has opposed further suspension or extensions of the mining 
assessment work requirement since it is almost the only provision in the mining 
laws which has any actual tendency to compel development of minerals, to restrict 
the number of mining locations designed to serve speculative ends, and to dis- 
courage the use of public lands, held under mining locations, in ventures unrelated 
to mining. 

It is true that a similar bill was enacted by the Eighty-first Congress (S. 3639). 
However, in recommending the enactment of that measure the House Committee 
on Public Lands gave the following admonition: 

“Although the Committee on Public Lands is agreeable to the enactment of this 
bill, the committee is of the opinion that the outright suspension of the annual 
assessment-work requirement on mining claims held by location is no longer 
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necessary or desirable. The committee strongly recommends that no further 
legislation be enacted for the outright suspension of annual assessment-work 
requirements either for the current period or for future years, periods of national 
emergency excepted. 

“The committee is also of the opinion that further extensions of time for the 
performance of such annual assessment work should not be granted unless there 
is a showing of most unusual circumstances or the existence of a national emer- 
gency.”’ (H. Rep. 2248, 81st Cong., p. 2.) 

The Senate Committee on Interior and Insular Affairs also gave mining claim- 
ants a similar warning, stating: 

‘The 3-month deferment provided by the present bill would put such claim 
holders on notice that no further suspension would be granted under present 
conditions, * * *,” (S. Rep. 1777, 81st Cong., p. 2.) 

I do not believe that the present circumstances are such as to justify a departure 
from the sound policy laid down in the 1950 reports quoted above. The present 
national emergency calls for efforts to expedite, rather than to slow down, the 
development of mining claims. In these circumstances I can only urge that no 
further extension should be granted. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
Dae E. Dory, 
Assistant Secretary of the Interior. 


EXEcuTIvVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BUDGET, 


Washington, D. C., June 22, 1951. 
Hon. JoserpnH C. O’ MAHoneEy, 


Chairman, Senate Committee on Interior and Insular Affairs, 
Senate Office Building, Washington, D. C. 

My Dear Mr. Curatrman: This is in answer to your letter of June 16, 1951, 
inviting the Bureau of the Budget to comment on 8. 1689, a bill providing for the 
extension of the time during which annual assessment work on mining claims 
held by location in the United States, including Alaska, may be made, and for 
other purposes. 

The Department of the Interior is submitting to the committee a report setting 
forth the reasons why it opposes enactment of this legislation. The Bureau of 
the Budget is in general agreement with the position of the Department of the 
Interior and recommends that the bill not be enacted. 

Sincerely yours, 
ELMER B., Staats, 
Acting Director. 
CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill S. 1726, 
as reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Sec. 2324, Revisep Statutes oF THE UNiTEp States, SEconD EDITION, AS 
AMENDED 


* * * The period within which the work required to be done annually on 


all unpatented mineral claims located since May 10, 1872, including such claims 
in the Territory of Alaska, shall commence at 12 o’clock meridian on the [lst 


day of July] jst day of November succeeding the date of location of such 
claim. * * 
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PROCEEDINGS AGAINST GEORGE 8S. MAY 
FOR CONTEMPT OF SENATE 


JUNE 25 (legislative day, JuN® 21), 1951.—Ordered to be printe 


Mr. O’Conor, from the Special Committee To Investigate Organized 
Crime in Interstate Commerce, submitted the following 


REPORT 
{To accompany 8. Res. 159] 


wall 
>The Special Committee To Investigate Organized Crime in Inter- 
state Commerce as created and authorized by the United States 


Senate by a Resolution 202, Eighty-first Congress, second 


session, angjas extended by Senate Resolution 129, Eight y-second 
Congress, first session, caused to be issued a subpena to George 5. 
May, of Chicago, Ill. The said subpena directed George 5. May to 
be and appear before the said committee forthwith, at room 900 
HOLC Building, First Street and Indiana Avenue, Washington, D.C 

then and there to testify touching matters of inquiry committed to 
said committee and not to depart without leave of said committee. 
The date of issuance of the subpena was the 22d day of January 1951. 

Attendance pursuant to said subpena was duly postponed to May 28, 
1951, at 10 a. m., at which time the witness appeared. The subpena 
served upon said George S. May is set forth as follows: 


UNITED STaTEs OF AMERICA 
CONGRESS OF THE UNITED STATES 


. 
To Mr. Georae 8. May, Chicago, Ill., Greeting: 


Pursuant to sites authority, vou are hereby commanded to appear before the 
Senate Committee To Investigate Organized Crime in Interstate Commerce of 
the Senate of the United States, on forthwith, at their committee room, 900 
HOLC Building, First Street and Indiana Avenue, Washington, D. C., then and 
there to testify what vou may know relative to the subject matters under consid- 
eration by said committee. 

Hereof fail not, as you will answer your default under the pains and penalties 
in such cases made and provided. 

To United States marshal, Chicago, Il., to serve and return 

Given under my hand, by order of the committee, this 22d day of January, 
in the year of our Lord 1951. 

Estes KEFAUVER, 
Chairman, Senate Committee To Investigate Organized Crime in Inter- 
state Commerce. 
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The said subpena was duly served as appears by the return made 
thereon by Frank J. Reddy, who was duly authorized to serve the 
said subpena. The return of the service by the said Frank J. Reddy, 
being endorsed thereon, is set forth as follows: 

May 22, 1951. 

I made service of the within subpena by personal service of the within-named 
Mr. George 8. May, at Howard and Caldwell, Niles, Ill., at 11:55 o’clock a. m., 
on the 22d day of May 1951. 

A. P. O. Donovan, 
United States Marshal, 
FRANK J. Reppy, 

Deputy, Northern District of Illinois. 

The said George 5. May, pursuant to said subpena and in com- 
pliance therewith, appeared before the said committee to give such 
testimony as required by virtue of Senate Resolution 202, Bighty -first 
Congress, second session, and Senate Resolution 129, Eighty-second 
Congress, first session. George S. May having appeared as a witness 
and having been asked questions, which questions were pertinent to 
the subject matter under inquiry, made answers as appeared in the 
records of the hearing on May 28, 1951, at room P-36, United States 
Capitol Building, Washington, D. C., which record is submitted 
herewith for transmission to the United States attorney for the 
District of Columbia. 

As a result of said George S. May’s refusal to answer the questions 
pursuant to the said inquiry, as appears in the record, consisting of 
the testimony of that day, the committee was prevented from receiving 
testimony and evidence concerning the matter committed to said 
committee in accordance with the terms of said subpena served upon 
this witness. 

The committee was therefore deprived of answers to questions pur- 
suant to the committee’s inquiry propounded to George S. May 
pertinent to the subject matter which under Senate Resolution 202, 
Eighty-first Congress, second session, and Senate Resolution 129, 
Eighty-second Congress, first session, the said committee was in- 
structed to investigate, and the refusal of the witness to answer said 
questions is a violation of the subpena under which the witness was 
directed to appear and answer pertinent questions to the subject 
under inquiry, and his persistent and illegal refusal to answer the afore- 

said questions deprived the committee of necessary and _ pertinent 
testimony and places this witness in contempt of the United States 
Senate. 

The subcommittee fearing at which said witness refused to answer 
said questions was duly authorized by the following resolution of the 
said committee, which was unanimously adopted by said committee 
on May 23, 1951: 

Resolved, That the chairman of this committee be, and he hereby is, authorized 
to appoint, at his discretion, one or more subcommittees, consisting of one or more 
members of this committee, of whom one member shall constitute a quorum for 
the purpose of taking sworn testimony, to hold hearings in furtherance of the 
committee’s investigations of organized crime, at such times and at such places as 
the chairman shall designate in the vicinities of the cities of Lexington, Ky., 
Baltimore, Md., and Washington, D. C, 


Hersert R. O’Conor, Chairman. 
CHARLES W. Tosey. 

Lester C. Hunt. 

Estes KEFAUVER. 

ALEXANDER WILEY, 
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In accordance with the resolution of May 23, 1951, the chairman 
designated himself and Senator Tobey as a subcommittee of two to 
swear witnesses and to hear testimony at Washington, D. C., on May 
28, 1951. The said George S. May appeared and testified before the 
said subcommittee at an executive meeting which was held on May 28, 
1951, in room P-36, United States Capitol Building, Washington, D.C. 

After reviewing the testimony and other facts as set forth herein, 
the committee at an executive meeting held on June 5, 1951, adopted a 
resolution authorizing presentation to the Senate of a Senate resolution 
requiring that proceedings for contempt be brought against the said 
George 5. May, as appears from the following excerpt from the minutes 
of the said meeting of June 5, 1951: 


A meeting of the committee was held in the Senate District of Columbia Room, 
room P-—36 of the United States Capitol Building, on June 5, 1951, at 2 p. m. 

Present were Senators O’Conor (chairman), Hunt, Kefauver, Tobey, and Wiley. 
Also present were Richard G. Moser, chief counsel; Downey Rice, associate 
counsel; Roswell B. Perkins, assistant counsel; and James N. Hepbron, administra- 
tive assistant. 

The chairman presented to the committee the minutes of the executive com- 
mittee meeting which was held on May 23, 1951, in room 248, Senate Office 
Building, together with the resolution which was adopted by the committee on 
that date, authorizing the chairman of the committee to appoint one or more 
subcommittees to hold hearings in the vicinities of the cities of Lexington, Kv., 
Baltimore, Md., and Washington, D. C. The chairman stated to the committee 
that, pursuant to the said resolution of May 23, 1951, he had designated a sub- 
committee to swear witnesses and to hear testimony in connection with organized 
crime at Washington, D. C., the subcommittee consisting of himself and Senator 
Tobey. 

The chairman then presented to the committee the minutes of the executive 
committee meeting which was held on May 28, 1951, in room P—36, United States 
Capitol Building, Washington, D. C. 

The chairman stated to the committee that the witnesses, George S. May, 
Roeco Fischetti, and Murray L. Humphreys, repeatedly, consistently, and 
arbitrarily had refused to answer questions put to them throughout the committee’s 
examination of these witnesses on May 28, 1951, and that their refusal therefore 
was improper and contemptuous. 

The chairman presented to the committee, for its consideration, a draft report 
on the entire matter, and the committee duly adopted the said report and in- 
structed the chairman to present it to the United States Senate. 

After discussion, on motion duly made by Senator Kefauver and seconded by 
Senator Hunt, the following resolutions were unanimously adopted: 

Resolved, That the Committee present to the United States Senate, for its 
immediate action, a resolution requiring the United States attorney for the 
District of Columbia to proceed against the said George 8. May in the manner 
and form prescribed by law. 

HerBert R. O’Conor, Chairman. 
Estes Keravuver. 

CHARLES W. Tosry. 

Lester C. Hunv. 

ALEXANDER WILEY. 
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PROCEEDINGS AGAINST ROCCO FISCHETTI FOR 
CONTEMPT OF THE SENATE 


JUNE 25 (legislative day, JUNE 21), 1951.—Ordered to be printed 


Mr. O’Conor, from the Special Committee To Investigate Organized 
Crime in Interstate Commerce, submitted the following 


REPORT 
[To accompany S. Res. 160] 


= The Special Committee To Investigate Organized Crime in Inter- 

state] Commerce, as created and authorized by the United States 
Senate by#Senate Resolution 202, Eighty-first Congress, second 
session, anf as extended by Senate Resolution 129, Eighty-second 
Congress, first session, had before it Rocco Fischetti under a war- 
rant issued by the President of the Senate pursuant to Senate Reso- 
lution 65, Eighty-second Congress, first session. Pursuant to the 
provisions of Senate Resolution 65, Eighty-second Congress, first 
session, Rocco Fischetti was brought before the committee on May 
28, 1951, in room P-36, United States Capitol Building, Washington, 
D. C., then and there to testify touching matters of inquiry com- 
mitted to said committee and not to depart without leave of_said 
committee. 

The said Rocco Fischetti under custody pursuant to Senate Reso- 
lution 65, Eighty-second Congress, first session, appeared before the 
said committee to give such testimony as required by virtue of Senate 
Resolution 202, Righty- first Congress, second session, and Senate 
Resolution 129, Eighty-second Congress, first session. Rocco Fischetti 
having appeared as a witness and having been asked questions, which 
questions were pertinent to the subject. matter under inquiry, made 
answers as appeared in the record of the hearings on May 28, 1951, 
at Washington, D. C., which record is submitted herewith for trans- 
mission to the United States Attorney for the District of Columbia. 

As a result of said Rocco Fischetti’s refusal to answer the questions 
pursuant to the said inquiry, as appears in the record consisting of 
the testimony of that day, the committee was prevented from receiving 
testimony and evidence concerning the matter committed to said 
committee. 
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The committee was therefore deprived of answers to questions pur- 
suant to the committee’s inquiry propounded to Rocco Fischetti 
pertinent to the subject matter which, under Senate Resolution 202, 
Eighty-first Congress, second session, and Senate Resolution 129, 
Eighty-second Congress, first session, the said committee was in- 
structed to investigate, and the refusal of the witness to answer said 
questions is a violation of the provisions set forth in Senate Resolution 
65 which provides that the witness was to be taken into custody and 
may not be discharged without giving testimony to the committee, 
and his persistent and illegal refusal to answer the aforesaid questions 
deprived the committee of necessary and pertinent testimony and 
places this witness in contempt of the United States Senate. 

The subcommittee hearing at which said witness refused to answer 
said questions was duly authorized by the following resolution of the 


said committee, which was unanimously adopted by said committee 
on May 23, 1951: 


Resolved, That the chairman of this committee be, and he hereby is, authorized 
to appoint, at his discretion, one or more subcommittees, consisting of one or 
more members of this committee, of whom one member shall constitute a quorum 
for the purpose of taking sworn testimony, to hold hearings in furtherance of 
the committee’s investigations of organized crime, at such times and at such 
places as the chairman shall designate in the vicinities of the cities of Lexington, 
Ky.; Baltimore, Md.; and Washington, D. C. 

Hersert R. O’Conor, Chairman. 
Cuar.es W. Tosey, 

Lester C. Hunt, 

Estes KEFAUVER, 

ALEXANDER WILEY. 

In accordance with the resolution of May 23, 1951, the chairman 
designated himself and Senator Tobey as a subcommittee of two to 
swear witnesses and to hear testimony at Washington, D. C., on 
May 28, 1951. The said Rocco Fischetti appeared and _ testified 
before the said subcommittee at an executive meeting which was held 


on May 28, 1951, in room P-36, United States Capitol Building, 
Washington, D.C. 


After reviewing the testimony and other facts as set forth herein, 
the committee at an executive meeting held on June 5, 1951, adopted a 
resolution authorizing presentation to the Senate of a Senate resolu- 
tion requiring that proceedings for contempt be brought against the 
said Rocco Fischetti, as appears from the following excerpt from the 
minutes of the said meeting of June 5, 1951: 


A meeting of the committee was held in the Senate District of Columbia Room; 
room P-36 of the United States Capitol Building on June 5, 1951, at 2 p. m. 

Present were Senators O’Conor (chairman), Hunt, Kefauver, Tobey, and Wiley. 
Also present were Richard G. Moser, chief counsel, Downey Rice, associate 
counsel, Roswell B. Perkins, assistant counsel, and James N. Hepbron, admin- 
istrative assistant. 

The chairman presented to the committee the minutes of the executive com- 
mittee meeting which was held on May 23, 1951, in room 248, Senate Office 
Building, together with the resolution which was adopted by the committee on 
that date, authorizing the chairman of the committee to appoint one or more 
subcommittees to hold hearings in the vicinities of the cities of Lexington, Ky., 
Baltimore, Md., and Washington, D. C. The chairman stated to the committee 
that, pursuant to the said resolution of May 23, 1951, he had designated a sub- 
committee to swear witnesses and to hear testimony in connection with organized 
crime at Washington, D. C., the subcommittee consisting of himself and Senator 
Tobey. 
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The chairman then presented to the committee the minutes of the executive 
committee meeting which was held on May 28, 1951, in room P-36, United States 
Capitol Building, Washington, D. C. 

The chairman stated to the committee that the witnesses, George 8. May, 
Rocco Fischetti, and Murray L. Humphreys, repeatedly, consistently, and arbi- 
trarily had refused to answer questions put to them throughout the committee’s 
examination of these witnesses on May 28, 1951, and that their refusal therefore 
was improper and contemptuous. 

The chairman presented to the committee, for its consideration, a draft report 
on the entire matter, and the committee duly adopted the said report and in- 
structed the chairman to present it to the United States Senate. 

After discussion, on motion duly made by Senator Kefauver and seconded by 
Senator Hunt, the following resolutions were unanimously adopted: 

Resolved, That the committee present to the United States Senate, for its 
immediate action, a resolution requiring the United States Attorney for the 
District of Columbia to proceed against the said Rocco Fischetti in the manner 
and form prescribed by law. 

+ + * * * * * 


HERBERT R. O’Conor, Chairman, 
Estes KEFAUVER. 

CuHarRLeEs N. Tosey. 

LeEstTeR C. Hunt. 

ALEXANDER WILEY. 


O 
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PROCEEDINGS AGAINST MURRAY L. HUMPHREYS FOR 
CONTEMPT OF THE SENATE 


JuNE 25 (legislative day, JuNE 21), 1951.—Ordered to be printed 


Mr. O’Conor, from the Special Committee To Investigate Organized 
Crime in Interstate Commerce, submitted the following 


REPORT 


[To accompany 8. Res. 161] 


The Special Committee To Investigate Organized Crime in Inter- 
state Commerce, as created and authorized by the United States 
Senate by J#Senate Resolution 202, Eighty-first Congress, second 
session, and as extended by Senate Resolution 129, Kighty-second 
Congress, first session, had before it Murray L. Humphreys under a 
warrant issued by the President of the Senate pursuant to Senate 
Resolution 65, Eighty-second Congress, first session. Pursuant to the 
provisions of Senate Resolution 65, Eighty-second Congress, first 
session, Murray L. Humphreys was brought before the committee on 
May 28, 1951, in room P-36, United States Capitol Building, Wash- 
ington, D. C., then and there to testify touching matters of inquiry 
committed to said committee and not to depart without leave of said 
committee. 

The said Murray L. Humphreys under custody pursuant to Senate 
Resolution 65 , Eighty-sec ond Congress, first session, appeared before 
the said committee to give such testimony as required by virtue of 
Senate Resolution 202, ighty- first Congress, second session and Sen- 
ate Resolution 129, Eighty-second Congress, first session. Murray L. 
Humphreys having appeared as a witness and having been asked 
questions, which questions were pertinent to the subject matter under 
inquiry, made answers as appeared in the record of the hearings on 
May 28, 1951, at Washington, D. C., which record is submitted here- 
with for transmission to the United States attorney for the District 
of Columbia. 

As a result of said Murray L. Humphreys’ refusal to answer the 
questions pursuant to the said inquiry, as appears in the record, con- 
sisting of the testimony of that day, the committee was prevented 
from receiving testimony and evidence concerning the matter com- 
mitted to said committee. 
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The committee was therefore deprived of answers to questions pur- 
suant to the committee’s inquiry propounded to Murray L. Hum- 
phreys pertinent to the subject matter which under Senate Resolution 
202, Eighty-first Congress, second session, and Senate Resolution 129, 
Eighty-second Congress, first session, the said committee was in- 
structed to investigate, and the refusal of the witness to answer said 
questions is a violation of the provisions set forth in Senate Resolu- 
tion 65 which provides that the witness was to be taken into custody 
and may not be discharged without giving testimony to the committee, 
and his persistent and illegal refusal to answer the aforesaid questions 
deprived the committee of necessary and pertinent testimony and 
places this witness in contempt of the United States Senate. 

The subcommittee hearing at which said witness refused to answer 
said questions was duly authorized by the following resolution of the 
said committee, which was unanimously adopted by said committee 
on May 23, 1951: 


Resolved, That the chairman of this committee be, and he hereby is, authorized 
to appoint, at his discretion, one or more subcommittees, consisting of one or 
more members of this committee, of Whom one member shall constitute a quorum 
for the purpose of taking sworn testimony, to hold hearings in furtherance of the 
committee’s investigations of organized crime, at such times and at such places 
as the chairman shall designate in the vicinities of the cities of Lexington, Ky., 
Baltimore, Md., and Washington, D. C. 

Hersert R. O’Conor, Chairman, 
CuHar_Les W. Tosry, 

Lester C. Hunt, 

Estes KEFAUVER, 

ALEXANDER WILEY. 

In accordance with the resolution of May 23, 1951, the chairman 
designated himself and Senator Tobey as a subcommittee of two to 
swear witnesses and to hear testimony at Washington, D. C., on 
May 28, 1951. 

The said Murray L. Humphreys appeared and testified before the 
moat subcommittee at an executive meeting which was held on May 
, 1951, in room P-36, United States Capitol Building, Washington, 
D. C 

After reviewing the testimony and other facts as set forth herein, 
the committee at an executive meeting held on June 5, 1951, adopted 
a resolution authorizing presentation to the Senate of a Senate resolu- 
tion requiring that proceedings for contempt be brought against the 
said Murray L. Humphreys, as appears from the following excerpt 
from the minutes of the said meeting of June 5, 1951: 


A meeting of the committee was held in the Senate District of Columbia room, 
room P-36 of the United States Capitol Building on June 5, 1951, at 2 p. m 

Present were Senators O’Conor (chairman), Hunt, Kefauver, Tobey, and 
Wiley. Also present were Richard G. Moser, chief counsel, Downey Rice, associ- 
ate counsel, Roswell B. Perkins, assistant counsel, and James M. Hepbron, ad- 
ministrative assistant. 

The chairman presented to the committee the minutes of the executive com- 
mittee meeting which was held on May 23, 1951, in room 248, Senate Office 
Building, together with the resolution which was adopted by the committee on 
that date, authorizing the chairman of the committee to appoint one or more 
subcommittees to hold hearings in the vicinities of the cities of Lexington, Ky., 
Baltimore, Md., and Washington, D. C. The chairman stated to the committee 
that, pursuant to the said resolution of May 23, 1951, he had designated a sub- 
committee to swear witnesses and to hear testimony in connection with organized 
crime at Washington, D. C., the subcommittee consisting of himself and Senator 
Tobey. 
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The chairman then presented to the committee the minutes of the executive 
committee meeting which was held on May 28, 1951, in room P—36, United States 
Capitol Building, Washington, D. C. 

The chairman stated to the committee that the witnesses, George S. May, 
Rocco Fischetti, and Murray L. Humphreys, repeatedly, consistently, and 
arbitrarily had refused to answer questions put to them throughout the commit- 
tee’s examination of these witnesses on May 28, 1951, and that their refusal 
therefore was improper and contemptuous. 

The chairman presented to the committee, for its consideration, a draft report 
on the entire matter, and the committee duly adopted the said report and in- 
structed the chairman to present it to the United States Senate. 

After discussion, on motion duly made by Senator Kefauver and seconded by 
Senator Hunt, the following resolutions were unanimously adopted 

* * * * * + * 

‘Resolved, That the committee present to the United States Senate, for its 
immediate action, a resolution requiring the United States attorney for the Dis- 
trict of Columbia to proceed against the said Murray L. Humphreys in the man- 
ner and form prescribed by law. 

y * * * * * 


HerBeERT R. O’Conor, Chairman. 
Estes KEFAUVER. 

CHARLES W. TosBey. 

Lester C. Hunr. 

ALEXANDER WILEY. 


O 
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. McCarran, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany 8. 1028] 


The Committee on the Judiciary, to which was referred the bill 


(S. 1028) forgthe relief of Mrs. Lou Wong Shong Ngon, having con- 
sidered the same, reports favorably thereon without amendment and 
recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to provide for the readmission into the 
United States of Mrs. Lou Wong Shong Ngon, who is a former resident 
of the United States and the mother of five United States citizen chil- 
dren. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 60-year-old native and citizen of 
China who resided in the United States from 1914 to 1917 and from 
1919 to 1934 and from 1947 until 1949. Her husband is a native and 
citizen of China and a resident of Stockton, Calif. One son is now 
serving with the United States Armed Forces in Japan. 

A letter dated May 28, 1951, to the chairman of the Senate Com- 
mittee on the Judiciary from the Deputy Attorney General with 
reference to the case reads as follows: 
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May 28, 1951. 
Hon. Pat McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 1028) for the relief of Mrs. Lou Wong 
Shong Ngon, an alien. 

The bill would provide that Mrs. Lou Wong Shong Ngon, shall be eligible for 
a nonquota immigration visa under section 4 (b) of the Immigration Act of 1924, 
as amended, relating to immigrants returning from temporary visits abroad, 
provided she is otherwise admissible under the immigration laws. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the alien is a native and citizen of China of the Chinese race, who 
was born in Kwantung, China, about 1890. She resides in Canton, China. 
Her husband, a native and citizen of China, resides in Stockton, Calif. Her 
eldest son was born in China, and it is claimed he is now a naturalized citizen of 
the United States, residing in New York: A daughter and three sons are native- 
born citizens of this country. One son is now serving with the United States 
Armed Forces in Japan. The alien first came to the United States in 1914 as the 
wife of a treaty merchant and returned to China in 1917. She again entered this 
country in 1919 as the wife of a treaty merchant. She departed for China in 
1934 and returned to the United States as a visitor in 1947, remaining until 1949. 
According to her daughter, Mrs. Beth Woo, who resides in Los Angeles, Calif., 
the alien is supported by her United States citizen children. 

Since the Chinese racial quota, to which the alien is chargeable, is oversub- 
scribed for an indefinite period and Chinese parents of United States citizens as 
such are not entitled to a preference in the issuance of an immigration visa she 
may not, in the absence of general or special legislation, come to this country for 
permanent residence in the near future. 

Whether Mrs. Lou Wong Shong Ngon should be granted a preference through 
special legislation presents a question of legislative policy concerning which this 
Department prefers not to make any recommendation. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 


Senator Richard Nixon, the author of the bill, has submitted letters 
and affidavits in connection with the case, among which are the 
following: 

AFFIDAVITS 
STATE OF CALIFORNIA, 
County of Alameda, ss: 

I, Kenow Henry Lou, known also as Lau Ngin How, a citizen of the United 
States residing at 1467 Stannage Avenue, Berkeley, Calif., being first duly sworn 
according to law depose and say: 

That I was born a citizen of the United States on February 6, 1917, at Stockton, 
San Joaquin County, Calif.; 

That I am a veteran of World War II and served in the United States Army for 
over 3 years with active service Overseas in the European theater and that I 
received my honorable discharge in 1946; 

That my wife, Pauline Lou, was born in Vallejo, Calif., and is a citizen of the 
United States by birth; 

That I am employed as an engineer with the J. Y. Long Co. at 1441 Franklin 
Street, Oakland, Calif., and have a net annual income of $3,600; 

That in addition to this, I have bank savings of $358; personal property valued 
at $1,500: and real estate worth $15,000; 

That the following persons are dependent upon me for their support: Pauline 
Lou, my wife, age 26 years; Robbin Lou, my daughter, age 2 years; Karen Lou, 
my daughter, age 3 months. 

That I attach to this affidavit documents supporting my statements: With- 
holding tax statement for 1948, showing my income; statement from the Bank of 
America; assessor’s statement of the property owned by us; voter’s registration 
certificate as proof of my citizenship. 

That I am making this affidavit for the purpose of facilitating the entry into the 
United States of my mother, Lou Wong Shong Ngon, who is 59 years old, born in 
China, married, and who is at present residing in Canton, China. 
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That by reason of our close relationship, I am willing and able to receive, main- 
tain and support my mother, Lou Wong Song Ngon, after her immigration to the 
United States and I hereby assume such obligation, guaranteeing that she will 
not at any time become a public charge upon any community in the United States. 

KeENov Henry Lou, 
(Lau Gine Ho), Affiant. 
PAULINE Lot ; Spouse. 
Subscribed and sworn to before me this 13th day of August, 1949. 
[SEAL] KENNETH J. WARREN, 


Notary Public. 
My commission expires July 30, 1951. 





State or New York, 
County of Kings, ss: 

I, Wyan Lou, known also as Lau Ngin Yen, a citizen of the United States 
residing at 89 Promenade Street, Glen Head, Nassau County, N. Y., being first 
duly sworn according to law, depose and say: 

That I was born on April 3, 1910, at Sai Chiu Village, Toy Shan District, 
Kwangtung Province, China; 

That I was lawfully admitted for permanent residence in the United States on 
November 30, 1914, entering at San Francisco on the Steamship Manchuria; 

That I was naturalized a citizen of the United States on November 13, 1947, at 
New York in the United States district court and was issued certificate No. 
6712435; 

That my wife, Sophie Lou was born in Phoenix, Ariz., on and around 1918, 
and is a citizen of the United States; 

That I am employed as vice president and chief engineer with Regent Controls, 
Inc., located at 328 Leonard Street, Brooklyn, N. Y.; 

That my net annual income is $4,000; 

That in addition to this income I own one-third of the outstanding shares of 
the Regent Controls, Inc.; that I have $10,000 which is an endowment policy 
with the Provident Mutual Life Insurance Co. of Philadelphia with a cash sur- 
render value of approximately $800, and that I own the home and land at 89 
Promenade Street valued at $17,000 on which there are mortgages amounting 
to $13,000; 

That my wife, Sophie Lou, age 31, is partially dependent upon me for support; 

That proof of my income and resources are attached to this affidavit in the 
form of a photostat of the withholding tax statement for 1948, a photostat of taxes 
I paid on my property, a letter from the Regent Controls, Inc., regarding my posi- 
tion there, and a letter from the Provident Life Insurance Co. regarding my 
insurance; , 

That I have not previously made any affidavit of support for any immigrant; 

That I am making this affidavit for the purpose of facilitating the entry into the 
United States for permanent residence of my mother, Lou Wong Shong Ngon, 
who is 59 years old, married, and residing at 16 Kong Ling Road, second floor, 
Tung Shan, Canton City, China; 

That I am willing and able to receive into my home, maintain and support my 
mother, Lou Wong Shong Ngon, after her immigration to the United States and 
I hereby assume such obligations guaranteeing that she will not at any time be- 
come a public charge upon any community in the United States. 

Subscribed and sworn to before me this 24th day of August, 1949. 

Wran Lov (Lau Nain YEn). 
Sopu1eE Lov. 
[SEAL] Jos. J. Frueccta, 
Notary Public for the State of New York. 





STATE OF CALIFORNIA, 
County of San Joaquin, ss: 

I, Kingdon Lou, a citizen of the United States, residing at 314 East Church 
Street, Stockton, Calif.,being first duly sworn according to law, depose and say: 

That I was born a citizen of the United States on August 3, 1922, at Stockton, 
San Joaquin County, Calif.; 

That my wife, Doris Toy Lou, was born in Wisconsin and is a citizen by birth; 

That I am a veteran of World War II and saw 3% vears’ activeservice with over- 
seas service in the United States Navy; 
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That I was honorably discharged from the United States Navy on January 14, 
1946, at Camp Shoemaker, Calif., and that my rating at the time of honorable 
discharge was pharmacists’ mate, first class (T); 

That I am a co-partner with the Sung Sung Market, located at 302-312 South 
Center Street, Stockton, Calif., which has a total capital of $45,000 in which I have 
a $2,000 interest; 

That I am at present attending Stanford University as a third-year premedical 
student; 

That my wife, Doris Toy Lou, is employed with Chas. H. Vance, attorney-at-law. 
11 South San Joaquin Street, Stockton, Calif., and earns an annual income of 
$1,995. 

That in additio: to this financial income, I have a joint bank account with my 
wife at the American Trust Co., of $1,117.88; personal property including an 
automobile with the reasonable value of $1,300; a life-insuranee policy with the 
New York Life Insurance Co. of $1,000 with a cash-surrender value of about $300: 
$5,000 endowment insurance with the national service life insurance with cash- 
surrender value of $200, and an allowance of $1,000 annually granted me by the 
Government for my attendance in school; in addition to $500 tuition annually; 

That I attach as proof of my income a letter from the American Trust Co.; 
withholding tax statement of 1948 for my wife, Doris Lou; a letter from the 
New York Life Insurance Co.; and a statement from the Sung Sung Market 
regarding my interest in that company; 

That I am making this affidavit for the purpose of facilitating the entry into the 
United States for permanent residence of my mother, Lou Wong Shong Ngon, 
who is a native of China, 59 years old, married, and at present residing at 16 Kong 
Ling Road, second floor, Tungshan, Canton City, China; 

That because of our close relationship to my mother, I am willing and able tc 
receive into my home, maintain and support my mother, Lou Wong Shong Ngon, 
after her immigration to the United States and I hereby guarantee that she will 
not at any time become a public charge upon any community in the United States. 


Kinapon Lov, 
Doris Toy Lov. 


Subscribed and sworn to before me this 3d day of August, 1949. 


[SEAL] Cuas. H. VANCE, 
Notary Public in and for the County of San Joaquin, State of California. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 1028) should be enacted. 


© 
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Mr. McCarran, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany S. 1414] 


= - ’ . . . . . 
~The Committee on the Judiciary, to which was referred the bill 


(S. 1414) fomthe relief of the E. J. Albrecht Co., having considered the 
same, repor@s favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to pay to the E. J. Albrecht 
Co. the sum of $142,007.75 in full satisfaction of its claim against the 
United States for losses allegedly sustained by it in the performance of 
its contract with the United States for the construction of the outlet 
structures for Sardis Dam on the Little Tallahatchie River, near 
Sardis, Miss. 

STATEMENT 


A bill for the relief of this same claimant in the same amount was 
reported favorably by the Senate Judiciary Committee in the Eighty- 
first Congress, passed the Senate and was reported favorably by the 
House Judiciary Committee, but the House of Representatives did 
not act on the bill. 

On May 2, 1938, E. J. Albrecht Co. entered into a contract with the 
United States Government for the construction of outlet works for the 
Sardis Dam. The contract price was approximately $864,000 based 
on unit prices for different classes of work. The contract required 
that work be commenced within 10 days after receipt of notice to 
proceed and be completed within 400 days. The contractor received 
the notice to proceed on May 11, 1938, to be completed, if within the 
400 days provided, on or before June 15, 1939. Extensions of time 
totaling 156 calendar days were allowed pursuant to the terms of the 
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contract, and work was fully completed and accepted on November 18, 
1939, which date was within the time fixed for completion by the 
extensions granted. 

The construction work contemplated under this contract consisted 
of a number of closely related (though distinct) items. Certain of 
them were above the dam, and certain of them were below. Above 
the dam, there was to be constructed a channel, referred to as an 
“approach channel.’’ This necessitated excavation of a rather deep 
channel, and the placing of impervious material in the bottom and on 
the sides. This, in turn, necessitated the placement of a layer of 
rolled fill which varied in thickness from 3 to 10 inches. 

The next item required was what is referred to as an “intake ap- 
proach channel.” It, too, required, substantially thé same construc- 
tion basis, excavation of the channel, and lining with impervious 
material, either concrete or rolled fill or backfill. The third item 
consisted of certain gates, which were controlled from an operating 
house, and controlled the flow of water into the next section of the 
project. Obviously, the construction of this item of the project 
necessitated much excavation and the construction of the building and 
the gates and other operating machinery incident thereto. The fourth 
item was what is referred to as a transition section and consisted of 
certain large conduit which was to be laid through or underneath a 
hill or ridge. This item required a large amount of excavation and 
the placing of a large amount of concrete, rolled fill, and backfill, the 
upstream side of which had to be of impervious materials. The next 
or fifth item was what is referred to as the “stilling basin,” into which 
this conduit emptied. The stilling basin was loc ‘ated below the dam 
and its construction required a large amount of very deep excavation, 
as deep as 50 to 60 feet. This item involved the placement of a large 
amount of concrete as well as the driving of foundation and sheet 
piles, and the placement of fill and backfill behind the walls when 
constructed. The stilling basin in turn emptied into the sixth, and 
last, item of the contract referred to as the outlet channel, to carry 
water back into the river bed below the dam. It necessitated much 
excavation and the placement of a large amount of fill and backfill and 
some riprap revetments. 

Prior to the request for bids on this job the Government had made 
numerous sample or test borings and the bidders were given the benefit 
of the showing as to the structural characteristics at the various 
locations and depths. The Albrecht Co. estimated that there would 
be required a total of 541,000 cubic yards of excavation, of which the 
test borings indicated 122,000 cubic yards were of such a nature that 
it could not be used on the job and therefore would have to be wasted, 
and disposed of otherwise than on the job itself. The Albrecht Co. 
estimated that there would be required a total of 422,000 cubic yards 
of rolled fill, and making the customary allowance of 20 percent for 
shrinkage and compaction, that something like 85,000 cubic yards of 
borrow pit material would have to be supplied. 

The use of the (approximately) 419,000 cubic yards of material 
which would be obtained by excavation on the job was predicated, in 
addition to its being the proper material, upon its being in the proper 
shape for using at the time it was to be used. Even if the material 
were acceptable for use in all details, except moisture content, the 
moisture content might be so high as to make said material un- 
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acceptable at that particular time. In such a contingency, the 
contract provided for a method of processing the material so as to 
accelerate evaporation of moisture therefrom, and therefore reduce 
the moisture content to an acceptable percentage. In case such 
material could not be, or was not, so treated as to make it usable, 
substitute material might be used from borrow pits. The process of 
accelerating evaporation included a procedure whereby the material 
would be exposed to the sun and wind by loosening it, or turning it, 
either by plowing it or harrowing it. In case it still contained a 
moisture content which the Government engineers determined to be 
excessive, the contractor was permitted to place a thin layer of it in 
place, and then require a delay in tamping until the necessary evapora- 
tion had taken place. Each and every step in this process entailed 
delays and the contractor, during the summer of 1938, began to request 
permission to use dry borrow pit material rather than suffer the 
necessary delays incident to this material drying. The Albrecht Co. 
was informed it could use borrow pit material but that the Govern- 
ment would allow no additional payment for excavating it. Later the 
use of borrow pit material was authorized (which presupposes addi- 
tional payment therefor) but this claim is based partially upon the 
delay of the Government in so authorizing and thereby causing the 
company loss. 

Another element of this claim is the delay, alleged by Albrecht to 
have been unreasonable, in approving the gravel aggregate to be used 
in concrete construction. This stems from the percentage of chert 
contained in the gravel, and whether such percentage was within the 
allowable under the contract. Chert is explained to be an “impure, 
flintlike stone, fibrous in character, which is capable of absorbing 
moisture which upon freezing causes the stone to expand, and if chert 
gravel is used in a concrete facing it will pop out and leave pockmarks.”’ 

Much correspondence passed between the Government and the 
contractor on this matter, the net result being that the contractor used 
considerable of this gravel aggregate (containing chert) in the construc- 
tion below a certain agreed level, and imported a gravel aggregate at 
a considerable additional expense to it, for construction of the re- 
mainder of the project, primarily the part wherein appearance was an 
element. Delays were necessarily incident to this controversy and 
the losses occasioned by such delays also enter into this claim as an 
element. 

A third element of damages herein is that by reason of the delays 
incident to the gravel controversy, the contractor was not permitted 
to excavate and construct the stilling basin according to his work 
plan, and thereby he suffered losses. 

There appears to be no question but that the contracting firm 
suffered losses on this job. It estimates its loss at $191,799.05. The 
Court of Claims by two different methods of computation set the 
losses at either $142,007.45 or $142,120. 

The award provided for in this bill represents the lowest responsible 
estimate as to the amount of loss sustained by the claimant. 

This brings the committee to the real point involved in this bill, 
that is, whether the equities of the case are such as to justify the 
allowance of the claim, even though legally its disallowance was 
justified. Unquestionably the finding of the Court of Claims settled 
the legal side of any controversy that existed between the Govern- 
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ment and the E. J. Albrecht Co., when that court found that ‘the 
denial * * * of plaintiff's clam * * * was not arbitrary or 
unreasonable.’ Confining the opinion to the conclusion just set 
forth, the committee feels that had the opposite conclusion been 
reached by the contracting officer and the Chief of Engineers such 
a conclusion would have been sustained likewise. 

Certainly one equity in the claimant’s favor is the unquestioned 
fact that claimant contractor lost money on the construction job, 
although the amount of such loss is variously estimated to be 
$142,007.75, $142,120, or $191,799.05. 

The Government recognizes that the events incident to this were 
such as to constitute a changed condition ‘for which adjustment might 
equitably have been made under the terms of the contract.’? Even 
though the Government determined these facts adversely to the 
claimant in the first instance, it, the Government, speaking through 
the Department of the Army, feels that the claim should be allowed. 
The recommendation by the governmental agency most concerned 
with this contract is certainly of some persuasion. 

Thus, though the committee agrees with the determination of the 
Court of Claims based upon strictly legal grounds, the committee feels 
that there is sufficient equitable considerations which warrant it in 
recommending favorable consideration of this bill. 

Attached hereto and made a part of this report are the following: 

(1) Letter of May 10, 1949, from the Department of the Army to 
the Attorney General. 

(2) Letter of July 25, 1949, from the Justice Department to the 
chairman of this committee, Hon. Pat McCarran. 
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DEPARTMENT OF THE ARMY, 
Washington, D. C., May 10, 1949. 
The honorable the ATroRNEY GENERAL. 

Dear Mr. ArrorNEY GENERAL: Reference is made to your letter of March 3, 
1949, requesting the views of the Department of the Army on 8. 752, Eighty-first 
Congress, first session, a bill for the relief of the E. J. Albrecht Co. 

The purpose of the measure is to authorize and direct payment of the sum of 
$191,799.05 to the E. J. Albrecht Co. in full satisfaction of its claim against the 
United States for losses sustained under a contract for the construction of the 
outlet works for Sardis Dam on the Little Tallahatchie River near Sardis, Miss. 

The claim has been the subject of a suit before the Court of Claims (105 C. Cls. 
353) which tribunal dismissed the plaintiff contractor’s petition. The suit brought 
in the sum of $194,583.11 was based on alleged excess costs incurred by plaintiff 
in excavation, rolled fill and backfill work, and was predicated upon (a) rejection 
of local gravel and alleged delay before the gravel controversy was terminated, 
and (b) the rulings of the contracting officer with respect to the use of excessively 
wet impervious material for fill. In its findings, the court determined that the 
plaintiff’s damages—which appear not to be in dispute—were $142,007.75, based 
on an engineering estimate of the fair cost of excavation, rolled fill, and backfill 
without disruption to work due to concrete aggregate and wet materials. Briefly, 
the excavated materials in the stockpiles failed to dry except for a thin crust on 
the surface. Therefore, in order to use the stockpile material for rolled fill in 
the approach channel, it was necessary either to reduce the water content to that 
allowed by the specifications prior to placing material in the fill, or to place a 
layer of wet material in the fill and delay rolling until it reached the required 
consistency. The contracting officer denied the contractor’s request for permis- 
sion to use dry material from borrow pits rather than the excessively wet stock- 
pile material which necessitated special treatment with resultant increased costs. 

No satisfactory evidence was adduced to establish that the gravel controversy 
contributed to the contractor’s loss. 

Reference is made to letter, Bureau of the Budget, to the Secretary of Defense, 
dated February 16, 1949, referring to S. 2441, Eightieth Congress, in which the 
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Bureau of the Budget propounded the question as to ‘‘whether relief can justly be 
allowed in this case without granting similar relief in many other cases in which 
unusually adverse weather conditions result in loss to the contractor.”’ 

Since the expense incurred by the contractor due to use of wet material in the 
embankment is considered to constitute a changed condition for which adjust- 
ment might equitably have been made under the terms of the contract, the 
Department of the Army does not oppose enactment of the bill in the reduced 
sum of $142,007.75. 

Sincerely yours, 
GorRDON GRay, 
Acting Secretary of the Army. 





OFFICE OF THE ASSISTANT TO THE ATTORNEY GENERAL, 
Washington, July 25, 1949. 
Hon. Pat. McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 752) for the relief of the E. J. 
Albrecht Co. 

The bill would provide for payment of the sum of $191,799.05 to the E. J. 
Albrecht Co., an Illinois corporation, in full satisfaction of its claim against the 
United States for reimbursement for actual losses allegedly sustained by it in the 
performance of a contract entered into with the United States. 

In compliance with your request a report was obtained from the Department 
of the Army concerning this legislation. That report, which is enclosed, states 
that the claim was the subject of a suit before the Court of Claims (105 C. Cls. 
353) which dismissed claimant’s petition. The report further states that the suit 
which was brought in the sum of $194,583.11, was based on alleged excess costs 
incurred in excavation, rolled fill and backfill work, and was predicated upon 
(a) rejection of local gravel and alleged delay before the gravel controversy was 
terminated, and (b) the rulings of the contracting officer with respect to the use of 
excessively wet impervious material for fill. The Department of the Army notes 
that in its findings the court determined that claimant’s damages, which appear 
not to be in dispute were $142,007.75, based on an engineering estimate of the 
fair cost of excavation, rolled fill and backfill without disruption to work due to 
concrete aggregate and wet materials. It appears that the excavated materials 
in the stock piles failed to dry except for a thin crust of the surface and that in 
order to use such material for rolled fill in the approach channel, it was necessary 
either to reduce the water content to that allowed by the specifications prior to 
placing material in the fill, or to place a layer of wet material in the fill and delay 
rolling until it reached the required consistency. The report states that the 
contracting officer denied claimant’s request for permission to use dry material 
from borrow pits rather than the excessively wet stock-pile material which 
necessitated special treatment with resultant increased costs. 

The Department of the Army observes that no satisfactory evidence was 
adduced to establish that the gravel controversy contributed to the contractor’s 
loss. The report directs attention to a letter from the Bureau of the Budget to 
the Secretary of Defense, with respect to a prior bill introduced in the Eightieth 
Congress, in which the Bureau of the Budget propounded the question as to 
“‘whether relief can justly be allowed in this case without granting similar relief 
in many other cases in which usually adverse weather conditions result in loss 
to the contractor.’”’ The report concludes with the statement that since the 
expense incurred by the contractor due to the use of wet material in the embank- 
ment is considered to constitute a changed condition for which adjustment might 
equitably have been made under the terms of the contract, the Department of 
the Army does not oppose enactment of the bill in the reduced sum of $142,007.75. 

The Bureau of the Budget has advised this Department that it recognizes 
equities in the claimant’s position, but since the Court of Claims appears to have 
given careful consideration to the merits of the claim in question, the proposed 
legislation should not be considered as being in accordance with the program of 
the President. 

Yours sincerely, 
Peyton Forp, 
The Assistant to the Attorney General. 


O 
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JUNE 25 (legislative day, JUNE 21), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted the 
following 


2 
3B REPORT 
9 [To accompany 8. 1562] 


SThe Committee on the Judiciary, to which was referred the bill 
(8. 1562) for the relief of Harvey Marden, having considered the same, 
reports favggably thereon, without amendment, and recommends that 
the bill de z 


PURPOSE 


The purpose of the proposed legislation is to pay the sum of $5,000 
in full satisfaction of the claim of Harve v Marden against the United 
States for the loss of his hand and forearm suffered by him at the age of 
9, when he was in the United States Government laundry at the Mes- 
calero Indian School, Mescalero, N. Mex., in 1932. Of this sum, 
$1,000 is to be paid to the claimant and the remainder of $4,000 is to 
be paid to the Commissioner of Indian Affairs to assist in the physical 
and economic rehabilitation of Harvey Marden. 


STATEMENT 


A bill identical to this bill, was reported favorably by the Senate 
Committee on the Judiciary in the Eighty-first Congress, after which 
it was passed by the Senate. However, no action was taken on that 
bill by the House in the Eighty-first Congress. 

Harvey Marden was born in 1923, and was attending the Mescalero 
Indian School, New Mexico, on December 6, 1932, on which date he, 

together with other boys, was taking school laundry between the 
dormitor y and the laundry building. They had been told to go back 
to the dormitory but did not do so promptly. They had been cau- 
tioned not to go near the machinery in the laundry. The attendants 
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in the laundry were Mescalero Apache Indian women. Without 
being noticed, Marden slipped in behind the washing machines and 
his arm became caught in the mangle just as the engineer turned on 
the steam. The machine was stopped immediately, but his hand 
and arm were so firmly caught in the machinery that it became 
necessary, in order to free his arm, to break the band on the machinery 
and loosen the press. His hand was so badly injured that it was 
necessary to amputate the hand above the wrist. The accident oc- 
curred through disobedience to instructions which had been given to 
him for his own protection, but the committee is of the opinion that 
a child of 9 years should not be charged with the same degree of 
prudence as would attach to a more mature person. The machinery 
in the laundry might well be termed an attractive nuisance. 

The committee has reached the conclusion that Marden should be 
compensated for the permanent injury suffered by him in said accident 
and believes that the sum of $5,000 is a fair settlement. The Depart- 
ment of the Interior suggests that all of said sum of money be paid 
to the Commissioner of Indian Affairs for Harvey Marden. While 
the committee is in accord with the thought behind such suggestion, 
it has reached the conclusion that it is only fair to Marden to pay to 
him direct $1,000 of said sum, and to pay the remainder to the Com- 
missioner of Indian Affairs for his benefit. It is believed that by so 
doing he can be established in some gainful occupation or enterprise 
suitable to his training, background and capabilities. 

Attached hereto and made a part of this report are the following: 
(a) Letter of March 23, 1950, from the Secretary of the Interior, to 
the Justice Department; and (6) Letter of May 11, 1950, to the 
chairman of this committee, Hon. Pat McCarran, from the Justice 
Department. 





Unirep States DEPARTMENT OF THE INTERIOK, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 23, 1950. 
Hon. Peyton Forp, 
The Assistant to the Attorney General, 
Department of Justice, Washington, D. C. 


My Dear Mr. Forp. Further reference is made to your request of June 27, for 
an expression of the views of this Department on 8S. 2106, a bill for the relief of 
Harvey Marden. 

This bill would provide $5,000 for the relief of Mr. Marden because of an injury 
received on December 6, 1932, while he was a student at the Mescalero Indian 
School, New Mexico. Harvey was then a boy of 9 years. At the time of the injury 
he, together with other boys, was taking school laundry between the dormitories 
and the laundry building. Just prior to the accident the boys had entered the 
laundry building and were standing around. One of the attendants told them to go 
home, but they did not immediately leave. They were cautioned at this time and 
had been told on previous occasions not go go near the machinery in the laundry. 
Without the laundry attendants, who were Mescalero Apache Indian women, 
noticing him, Harvey shipped in behind the mangle. Just as the engineer turned 
on the steam one of the school girls who was assisting in the laundry called that 
Harvey’s arm was caught in the mangle. ‘The mangle was immediately stopped 
and the power turned off. It was necessary for the engineer to break the band on 
the mangle and loosen the press to free Harvey’s arm. The boy was hospitalized, 
and it was necessary to amputaie the hand just above the wrist. The record indi- 
cates that the accident occurred through disobedience of instructions which were 
given to him for his own protection. The mangle had an automatic stop which was 
working at the time of the accident, but it did not work fast enough to avoid the 
accident. 
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On February 28, 1949, when Mr. Marden first presented his request for a 
“‘nension,”’ he stated, “I am dependent on my relatives to support me. I would 
like to get married, but at present I cannot do that because | have no way to be 
able to work and support a wife and children,” 

The annua! appropriations for the Interior Department do not contain funds 
which nay be used to pay pensions to Indians who are injured while attending 
Federal schools. The appropriations, however, provide money for medical care, 
rehabilitation, vocational and academic training, and for other aid to relieve handi- 
capped Indians. The Mescalero Tribe also has in the past devoted some of its 
tribal funds to direct relief to needy members of the tribe, and so far as we know 
wili probably continue to do so as long as funds are available. 

The Superintendent of the Mescalero Indian Agency has advised that Mr. 
Marden needs assistance. His hospital and medical costs were met by the 
Government at the time of his accident and the Government educated him. 
He is now 26 years old, and the only assistance furnished him in recent vears has 
been limited employment at the agency. The Superintendent further reports 
that Mr. Marden has never requested direct relief and in the event that he should, 
the Superintendent does not believe it should be the responsibility of the tribe in 
this case to use its funds for that purpose. Nothing in the record substantiates 
the claim of negligence on the part of the Government or its employees as being 
responsible for the injury to Harvey. Mr. Marden got at the time of his injury 
ail the care and help that anyone similarly injured received. The Government 
accepts no responsibility for carelessness and Mr. Marden was given medical 
hospital care and continued his education until he voluntarily withdrew. A child 
suffering a similar injury today would receive considerably greater care and 
attention, would be fitted with a prosthetic device and every effort made to 
provide him with vocational training suitable to his needs so that he would be 
turned out of school as a productive member of society. This is in keeping with 
a general trend to provide maximum rehabilitation in cases of this kind. It is 
probably too late to offer certain of these advantages to Mr. Marden but if an 
appropriation in the amount suggested could be devoted to the acquisition of a 
prosthetic device and a stock raising or other business which would form an 
economic base, something approximating the productive outcome now sought in 
sases of this kind might be achieved. I, therefore, recommend that the amount 
of $5,000 be made available to the Bureau of Indian Affairs fer the purchase of a 
prosthetic device for Mr. Marden and also for the purpose of establishing him in 
either the cattle business or such other enterprise as may be suitable. 

Accordingly it is reeommended that the bill be amended by deleting everything 
after the enacting clause down to and including the date ‘1933’ on line 10 and 
inserting the following language: 

“That in full satisfaction of the claim of Harvey Marden, of Mescalero, New 
Mexico, against the United States for the loss of his hand and forearm suffered 
by him at the age of nine in the United States Government laundry at the Mes- 
ecalero Indian School in 1932, the Secretary of the Treasury is authorized and 
directed to pay, out of any money in the Treasury not otherwise appropriated, a 
sum of $5,000 to the Commissioner of Indian Affairs to be expended on behalf 
of Harvey Marden in such manner as in the judgment of the Commissioner of 
Indian Affairs, or his designee, will best assist in the physical and economic 
rehabilitation of Harvey Marden:” 

If the bill should be so amended, I believe that Mr. Marden’s claim merits 
sympathetic consideration from the Congress. 

Sincerely yours, 
Oscar L. CHAPMAN, 
Secretary of the Interior. 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE ASSISTANT TO THE ATTORNEY GENERAL, 
Washington, May 11, 1950. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice concerning the bill (8. 2106) for the relief of Harvey 
Marden. 

The bill would provide for payment of the sum of $5,000 to Harvey Marden, 
of Mescalero, N. Mex., in full satisfaction of his claim against the United States 
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for the loss of his hand and forearm suffered by him at the age of 9 years, when 
he was working in the United States Government laundry at the Mescalero Indian 
School in 1933. 

In compliance with your request, a report was obtained from the Department 
of the Interior concerning this legislation. That report, which is enclosed, states 
that on December 6, 1932, while he was a student at the Mescalero Indian School, 
Mescalero, N. Mex., Harvey, together with other boys, was taking school laundry 
between the dormitories and the laundry building. Just prior to the accident 
the boys had entered the laundry building and were standing around. One of the 
attendants told them to go home but they did not immediately leave. They were 
cautioned not to go near the machinery in the laundry. Unnoticed by the 
laundry attendants who were Mescalero Apache Indian women, Harvey slipped 
in behind the mangle, and as the engineer turned on the steam one of the school 
girls who was assisting in the laundry called that Harvey’s arm was caught 
in the mangle. As the result of his injury it was necessary to amputate the hand 
just above the wrist. According to the Department of the Interior, the record 
indicates that the accident occurred through disobedience of instructions which 
were given to him for his own protection. It appears that the mangle had an auto- 
matic stop which was working at the time of the accident but did not work fast 
enough to avoid the accident. 

The report points out that the annual appropriations for the Department of the 
Interior do not contain funds which may be used to pay pensions to Indians in- 
jured while attending Federal schools, but that such appropriations provide 
money for medical care, rehabilitation, vocational and academic training, and for 
other aid to relieve handicapped Indians. It observes that the Mescalero Tribe 
has in the past devoted some of its tribal funds to direct relief to needy members 
of the tribe, and so far as is known will probably continue to do so as long as the 
funds are available. 


According to the superintendent of the Mescalero Indian Agency, Mr. Marden 
needs assistance. His hospital and medical costs were met by the Government 
and the Government educated him. He is now 26 years old and the only assist- 
ance furnished him in recent years has been limited employment at the agency. 
The Department of the Interior states that a child suffering a similar injury to- 
day would receive considerably greater care and attention, would be fitted with 
a prosthetic device and every effort made to provide him with vocational training 
suitable to his needsso that he would be turned out of school as a productive 
member of society. That agency states that it is probably too late to offer these 
advantages to claimant but that if an appropriation in the amount suggested 
could be devoted to the acquisition of a prosthetic device and a stock-raising or 
other business which would form an economic base, something approximating the 
productive outcome now sought in cases of this kind might be achieved. The 
Department of the Interior, therefore, recommends that the amount of $5,000 be 
made available to the Bureau of IndianAffairs for the purchase of a prosthetic 
device for Mr. Marden and also for the purpose of establishing him in either the 
cattle business or such other enterprise as may be suitable. It further recommends 
that the bill be amended in accordance with the suggestions set out on page 2 of 
its report. 

Whether the bill should be enacted, presents a question of legislative policy 
concerning which the Department of Justice prefers to make no recommendations. 

The Director of the Bureau of the Budget has advised this Office that there 
would be no objection to the submission of this report. 

Yours sincerely, 
Peyton Forp, 
The Assistant to the Attorney General. 


co 
VY 
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SONJA LOHMANN AND HER MINOR SON 
JUNE 25 (legislative day, JuNE 21), 1951.—Ordered to be printed 


* McCarran, from the Committee on the Judiciary, submitted the 
following 


REPORT 
(To accompany H. R. 598] 


Whe Committee on the Judiciary, to which was referred the bill 
(H. R. 598) for the relief of Sonja Lohmann and her minor son, having 
considered the same, reports favorably thereon without amendment 
and recomménds that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to enable the fiancée of an honorably 
discharged United States citizen veteran of World War II and her 
minor son to enter the United States as temporary visitors so that the 
fiancée may marry her citizen fiancé and that thereafter she and her 
child may reside in the United States. 


STATEMENT OF FACTS 


The beneficiaries of the bill are the 21-vear-old fiancée of John 
Duren Anderson and their year old minor child. They are presently 
residing in Germany while Mr. Anderson, who is Miss Lohmann’s 
fiancé and the father of the child, is a native-born citizen of the 
United States, residing in Starke, Fla. Mr. Anderson met Miss 
Lohmann while he was stationed with the United States Armed 
Forces in Germany. 
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A letter dated March 30, 1951, to the chairman of the Committee 
on the Judiciary of the House of Representatives from the Deputy 
Attorney General with reference to the case, reads as follows: 


Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuarrMan: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 598) for the relief of Sonja 
Lohmann and her minor son. 

The bill would provide that Sonja Lohmann and her minor son shall be eligible 
for admission to the United States as nonimmigrant temporary visitors for 3 
months if the appropriate administrative authorities find that Miss Lohmann is 
coming to this country with a bona fide intention of being married to John Duren 
Anderson, a United States citizen and honorably discharged veteran of World 
War II, and that she is otherwise admissible under the immigration laws. It 
would also provide that if the marriage does not occur within 3 months after the 
entry of Miss Lohmann and her son, they shall be required to depart, and upon 
failure to do so shall be deported. Finally, it would direct the Attorney General, 
if the marriage does take place within the specified time, to record their lawful 
admission for permanent residence as of the date of their entry, upon payment of 
the required fees and head taxes. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Sonja Lohmann, a native and citizen of Germany, was born in Ham- 
burg, Germany, on August 18, 1929. Herson, John Herman Anderson, was born 
in Celle, Germany, on January 26, 1950. Both are presently residing in Hanigsen, 
Germany, with Miss Lohmann’s parents. Mr. John Duren Anderson, who is 
Miss Lohmann’s fiancé and the father of the child, was born in Starke, Fla., on 
January 17, 1928. He is presently residing in Starke, where he is employed by 
the Florida Power & Light Co., earning $225 a month. Mr. Anderson desires to 
bring Miss Lohmann and the child to this country, to marry her and legitimate 
their child. 

The files further reflect that Mr. Anderson was in the United States Armed 
Forces from October 2, 1946, until October 1, 1949. He met Miss Lohmann 
while he was stationed in Celle, Germany. Mr. Anderson stated that Miss 
Lohmann was a member of the German Youths during the war, that her father, 
who is a farmer, was an officer in the German Army, and that she has two sisters 
and five brothers, two of whom served in the German Army, one as an officer. 

The quota of Germany, to which the beneficiaries of the bill are chargeable, is 
oversubscribed and quota immigration visas are not readily obtainable. There- 
fore, in the absence of special or general legislation they cannot immediately 
come to the United States for permanent residence. 

Whether, under the circumstances, in this case, the general provisions of the 
immigration laws should be waived presents a question of legislative policy con- 
cerning which this Department prefers not to make any recommendation. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 


Congressman John B. Bennett, the author of the bill, appeared 
before a subcommittee of the Committee on the Judiciary of the 
House of Representatives and made the following statement in support 


of the bill: 


Mr. Chairman, I wish to thank the subcommittee for this opportunity to appear 
in behalf of H. R. 598, a bill for the relief of Sonya Lohmann and her minor son. 
The situation which this bill is designed to correet was called to my attention by 
one of my constituents, John D. Anderson, and also by his mother. 

I am told that Mr. Anderson met Miss Lohmann when he was stationed at 
Celle in the British zone of Germany, where he was serving with the United States 
Air Force. She bore a son, the baby John, by him on January 26, 1950. It 
appears that before the birth of the boy, Mr. Anderson received an honorable 
discharge and is now at home where, according to his mother, he has a good job 
and can afford to take care of a wife and son. 








SONJA LOHMANN AND HER MINOR SON 3 


He tells me as well as his mother does that he loves Miss Lohmann and wants to 
have her brought to this country where he can marry her and make a home for 
her and his son. 

It seems to me that we have here the ingredients of a happy and successful 
marriage if these young people are allowed to be reunited in this country. Their 
love for each other seems to be the enduring type on which successful marriages 
are based. After a year and a half of being separated by several thousand miles 
and living in different countries, they still want to marry and spend the rest of 
their lives together. 

The attitude of the boy’s parents to his fiancée also supports the conclusion that 
the marriage would be a happy and successful one. ‘Their interest in this problem 
and the active support they are giving indicate that there would be a happy in-law 
relationship, which is always a factor in predicting the success of a marriage. 

There is apparently no possibility that Miss Lohmann or her son will ever 
become public charges. Mr. Anderson seems to have a good job and it seems that 
his parents would be willing to help financially if needed. 

Miss Lohmann seems to have a fairly good education. She speaks and writes 
English. The Attorney General’s report indicates that she is from a good family. 
Her father and one brother were officers in the German Army. 

Therefore, Mr. Chairman, in view of these considerations and the merit in this 
case, I should appreciate the subcommittee’s careful consideration. 


The committee, after consideration of all the facts in the ease, is of 
the opinion that the bill (H. R. 598) should be enacted. 


© 
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DAUGHTERS OF THE AMERICAN REVOLUTION 


JUNE 25 (legislative day, JuNE 21), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, 
submitted the following 


REPORT 


[To accompany H. R. 1899] 


a Committee on the Judiciary, to which was referred the bill 
.R.1 


899) to amend section 2 of the act entitled “An act to incor- 
porate the National Society of the Daughters of the American Rev- 
olution,” hgving considered the same, reports favorably thereon 
without am@ndment and recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to increase the authori- 
zation of the National Society of the Daughters of the American 
Revolution to hold property to an amount not exceeding $10,000,000, 
the present limit being $5,000,000. 


STATEMENT 


When a Federal charter was originally granted to the National 
Society of the Daughters of the American Revolution, the society 
was authorized to hold real and personal estate in an amount not 
exceeding $500,000. That authorization proved insufficient and the 
charter was amended March 3, 1915, to increase the authorization to 
$1,000,000 and again on February 5, 1926, to increase the authoriza- 
tion to an amount not exceeding $5,000,000. 

The property which the Daughters of the American Revolution 
hold in Washington has now appreciated so that the estimated value 
is nearly $7,000,000. 

The society has asked for the amendment proposed in this bill in 
order that it will be able to keep within the letter of its Federal charter. 
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The subcommittee believes that this amendment is necessary to 
keep the society within the letter of its Federal charter and accordingly 
it is the recommendation of the subcommittee that the proposed 
legislation be favorably considered. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets; new matter is printed in italics; existing 
law in which no change is proposed is shown in roman): 


Section 2 oF THE Act EntitLep “AN Act To INCORPORATE THE NATIONAL 
SociETY OF THE DAUGHTERS OF THE AMERICAN REVOLUTION,” APPROVED 
Fespruary 20, 1896, as AMENDED, AND AS AMENDED FresrRuARY 5, 1926 (44 
Strat. 4) 


Sec. 2. That said society is authorized to hold real and personal estate in the 
United States, so far only as may be necessary to its lawful ends, to an amount 
not exceeding [$5,000,000] $10,000,000, and may adopt a constitution and make 
bylaws not inconsistent with law, and may adopt a seal. Said society shall have 
its headquarters or principal office in Washington, in the District of Columbia. 


O 
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GEORGE H. WHIKE CONSTRUCTION CO. 
JUNE 25 (legislative day, JUNE 21), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted the 
following 


REPORT 


— 
uw 
2 {To accompany H. R. 3002] 
om 


r 


The Committee on the Judiciary, to which was referred the bill 
3002), for the relief of George H. Whike Construction Co. 
2 Springs consider ed the same, reports favorably thereon without amends 
ent and rec ecommends that the bill do pass. 
; PURPOSE 
The purpose of the proposed legislation is to pay the sum of $14,- 
483.45 to George H. Whike Construction Co., of Canton, Ohio, in full 
settlement of all claims against the United States for losses sustained 
on Jackson Park Homes project contract No. OH-33037, Canton, 
Ohio, as the result of Executive Order 9301 changing the workweek 
from 40 hours to 48 hours on the same date (February 11, 1943) that 
the contract was signed, 
STATEMENT 


The Federal Public Housing Authority authorized the construction 
of a war housing project in Canton, Ohio, which later became known 
as Jackson Park Homes, war housing project, OH-330307, Canton, 
Ohio. On February 11, 1943, the George H. Whike Construction Co. 
submitted bids on this project based on a 40-hour workweek. On the 
same date of February 11, 1943, Executive Order No. 9301 was issued 
granting authority to the War Manpower Commission to place certain 
areas in a 48-hour workweek. The principal contractor refused to 
enter into the contract to build this project until he was assured that 
in the event this area was placed in a 48-hour workweek he would be 
reimbursed by the Government for the extra cost incident thereto. 
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The Federal public housing authorities in Cleveland, in order to assure 
the contractor that he would be reimbursed, caused to be typewritten 
at the bottom of page 3 of the bid form, which page sets out the cost 
of the labor and materials, the following language: 

This bid is based on 40-hour week. If it becomes necessary to work more than 
10 hours by Executive order, we are to be reimbursed for the extra cost of such 
overtime, plus taxes and insurance. 

Evidence further shows that Whike Construction Co.’s bid was 
$35,760 lower than the next nearest bidder, further indicating that 
said bid was based on the 40-hour workweek. 

On August 9, 1943, the War Manpower Commission placed into 
effect an order for a 48-hour workweek in said Canton area, and said 
contractors were given until September 9, 1943, to comply with said 
order. This order necessarily entailed additional expenses for over- 
time, taxes, and insurance not only to the principal contractor but 
to numerous subcontractors. When the project was completed a 
claim was made in the amount of $14,483.45 to reimburse the con- 
struction company and the subcontractors for this overtime, taxes, 
and insurance, made necessary by the additional 8 hours per week. 

A suit was brought on behalf of one of the larger subcontractors 
against this construction company. This suit was tried before the 
Court of Common Pleas of Stark County, Ohio, January 14, 1948, 
which resulted in a verdict against the construction company, and 
said company was compelled to pay subcontractor the original claim 
of $2,381.33, plus 6 percent interest from December 19, 1943, which 
amounted to over $600. This case clearly indicated that the original 
contractor was liable for the overtime of the subcontractors, and the 
tourt held that the contractor alone was liable for the reason that 
there was no contract between the Housing Authority and the sub- 
contractors. This was a test case and the contractor is now faced 
with suits on behalf of all the subcontractors’ claims. 

At the same time this housing project was being constructed there 

was a similar project under construction immediately across the 
street, known as the Canton housing project, No. OH-33036; the 
same. situation arose with this contractor, who was the Melbourne 
Construction Co., of Canton, Ohio, in regard to the 48-hour workweek 
and the overtime, taxes, and insurance made necessary by said Execu- 
tive Order 9301; and the Melbourne Construction Co. was paid by 
the Housing Authority for these additional costs. It is difficult for 
the committee to understand the discrepancy between the two claims, 
as both contracts were signed at exactly the same time and the claims 
for the overtime were also presented in the same manner. 

On the basis of the foregoing the committee is satisfied that the 
claim of the Whike Construction Co. is meritorious and that it should 
be reimbursed in the amount sought in H. R. 3002. 


NATIONAL Hovsina AGENCY, 

Washington, D. C., July 25, 1946. 

Hon. Dan R. McGenrer, 
House of Representatives, Washington, D. C. 

My Dear ConcREssSMAN McGeuee: This will supplement my letter of April 8 
acknowledging your letter of April 1, requesting a report on H. R. 5954, a bill for 
the relief of George H. Whike Construction Co. We are enclosing a copy of a 
decision dated November 8, 1945, to Mr. Henderson H. Carson, attorney for the 
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Whike Construction Co., from Mr. Philip M. Klutznick, Commissioner of Federal 
Public Housing Authority, in which the position of FPHA denying the claim of 
the Whike Construction Co. is set forth in detail. 

A substantial number of contractors have claimed extra costs in connection 
with overtime work as a result of compliance with Executive Order 9301. The 
position of FPHA has uniformly been that compliance with Executive Order 9301 
does not give any contractor any remedy against the FPHA because the issuance 
of Executive Order 9301 was a sovereign act of the Government which imposed no 
legal liability on the FPHA, no matter what injury may have been done to the 
contractor. 

The FPHA recognizes that there might be certain instances where payment of 
these claims would in equity be desirable. All claims arising under this Executive 
order may be placed in three broad categories. The first is the case where the 
contractor computed his bid on the basis of a 40-hour week and where the con- 
tractor, in fact, could have completed his work within the contract time, working 
on a 40-hour week. We were of the opinion that, under such circumstances, the 
Government should in equity pay the additional costs. The second category is 
where the contractor computed his bid upon a 40-hour-week basis, but for one 
reason or another, would have had to work 48 hours per week in order to complete 
his contract within the contract time, or would have had to pay liquidated 
damages. Such contractors are not in equity entitled to receive extra compensa- 
tion. The third category is the case where the contractor expected to work 48 
or more hours per week and, of course, in this case the contractor was in no manner 
injured by the issuance of Executive Order 9301. 

This agency’s policy was established in accordance with the above principle 
but in practice we found that contractors’ claims fell into class 2 or 3 because, for 
one reason or another, there were substantial overruns in the contract completion 
time and the employment of men 48 hours a week was necessary to complete tne 
contracts on time. This position has been challenged by contractors in class 2 
on the theory that the contract was completed before the contract completion 
date as extended by extensions of time made mandatory by the contract, but the 


FPHA does not concur in this position. Accordingly, although it was recognized 
that in theory there was a remedy available to the contractors, in practice relief 
has not been extended to contractors. The one exception is a case where, because 


of exceptional circumstances, namely, @ commitment in writing not properly a 
part of the contract document, it was just and equitable to reimburse the con- 
tractor. The exception is the case of the Melbourne Bros. Construction Co. 
(our project No. OH-33036), which incidentally was a claim handled by Mr. 
Carson, who is also attorney for this claimant. 

For the above reasons, we do not believe it proper for the FPHA to extend 
any administrative relief to this contractor, but we do agree that if relief is to be 
extended, it is properly extendabie by congressional action. However, we wish 
to direct vour attention to the fact that the C. B. Ross Construction Co. has 
brought suit in the Court of Claims against WPHA and the National Capital 
Housing Authority (suit No. 46204) arising out of a denial by the FPHA and the 
NCHA of the contractor’s claim arising out of Executive Order 9301. If it should 
be judicially determined that the claim of C. B. Ross Construction Co. is allowable, 
there would appear to be an adequate remedy available to the claimant apart 
from congressional action. We do not believe that the decision of the Court of 
Claims will be in favor of the claimant, but we are directing your attention to this 
matter in order that vour committee may give consideration to the question of 
whether the bill for the relief of Whike Construction Co. is premature. 

In conclusion, for the reasons stated in the enclosed letter of November 8, 
1945, we are unable to recommend that the claim of Whike Construction Co. be 
approved. If, however, vou determine the claim of the Whike Construetion Co. to 
be meritorious, we direct your attention to the fact that there are other claims 
arising under Executive Order 9301 which appear to be equally meritorious, and 
in order that all in the same circumstances may receive equal relief, you may 
desire to give consideration to taking appropriate action to relieve other con- 
tractors who were required, by Executive Order 9301, to work 48 hours per week 
but who received no extra compensation to reimburse them for the extra premium 
wages expended by them. 

For your information, there is also enclosed a copy of a letter of the Comptroller 
General bearing on this matter. 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report. 

Sincerely yours, 
Witson W. Wyatt, 


Administrator. 
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AFFIDAVIT 
SratTe or OnI0, 


Stark County, 8s: 


George H. Whike, Jr., being first duly sworn, deposes and says that. he is presi- 
dent of the George H. Whike Construction Co. with principal office located in the 
George D. Harter Bank Building in the city of Canton, Ohio; that on or about the 
20th day of February 1943 his said company bid on Federal Housing project No. 
OH-33037 which was also known as the Jackson Park Homes; that the total 
amount of their bid was $589,240 and that said bid was based upon a 40-hour 
workweek as evidenced by the language on page three of the bid form which is as 
follows: 

‘*This bid is based on 40-hour week. If it becomes necessary to work more than 
40 hours, by Executive order, we are to be reimbursed for the extra cost of such 
overtime, plus taxes and insurance.”’ 

Affiant states further that he was familiar with Executive Order 9301 granting 
authority to the War Manpower Commission to place certain areas under a 48- 
hour workweek; that Canton and the area surrounding Canton was still in the 
40-hour workweek and the best information he could obtain was that this work- 
week would not be changed to the 48-hour workweek; that at approximately the 
same time the Melbourne Construction Co. was preparing bids on project No. 
OH-33036 being the Sherrick Road home construction which was immediately 
across the street from the Jackson Park home site; that the Melbourne Construc- 
tion Co. was bidding on said contract under the 40-hour workweek and that his 
company, the Whike Construction Co., also made their bid on the 40-hour 
workweek. 

Affiant further says that around 10 a. m. on the 26th day of February he was 
called by phone from the Federal Housing office in Cleveland by Mr. Currie and 
advised that he should be in Cleveland at 2 p. m. the same date to sign the con- 
tract; that he and his brother Fred Whike left for Cleveland as soon as they could 
and arrived there around 2:30 p. m.; that they were met by Mr. Fullmer and 
Mr. Currie and they spent practically the entire afternoon going over and signing 
the drawings and specifications. 

Affiant states further that around 5:30 p.m. they were taken to the legal 
department where the contract was being drawn; that he does not recall the name 
of the man in charge of the legal department but that there was one man and his 
secretary present. Affiant states further that he immediately noticed that in 
said contract it was stipulated that said contract was subject to Executive Order 
No. 9301 establishing a minimum 48-hour wartime workweek and called the same 
to the attention of the counsel who informed him that the Department knew 
that his bid was based only on a 40-hour workweek and assured him that if it 
became necessary to work a 48-hour week that he would be reimbursed for the 
extra cost of such overtime, plus taxes and insurance; and that the contract was 
then taken to Mr. Sharpe’s office where it was signed around 6 p. m. 

Affiant further states that a day or so before he was called to Cleveland, Mr. 
Melbourne had signed his contract in Cleveland; that he had a conversation with 
Mr. Melbourne after his return and who advised him that the contract stipulated 
a 48-hour workweek but that he advised Mr. Melbourne that it was written in 
his bid that he was only to work 40 hours per week and that if it became neces- 
sary to work 48 hours per week that he was to be reimbursed for the extra cost 
of such overtime, plus taxes and insurance. 

Affiant further states that as evidence that his bid was based upon a 40 hour 
per week basis is the fact that their bid was $35,760 lower than the next nearest 
bidder and that said contract was signed by him only after the representation 
and assurance that he would be reimbursed for all overtime if it became necessary 
to place the area in the 48-hour workweek. 

Affiant states that the area was placed in the 48-hour workweek on the 9th 
day of August 1943 and that he immediately complied with the order of the War 
Manpower Commission which necessitated an expenditure of himself and sub- 
contractors of $14,483.45 for overtime, taxes, and insurance for which amount 
he has presented claim. 

Further affiant sayeth not. 

GeorGce H. Wuike, Jr. 


Sworn to before me and subscribed in my presence this ———day of September 
1945. 
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AFFIDAVIT 
Strate or On10, 


Stark County, ss: 

Fred Whike, being first duly sworn, deposes and says that he is the secretary 
of the George H. Whike Construction Co. with principal office located in the 
George D. Harter Bank Building in the city of Canton, Ohio; that his said com- 
pany in February 1943 prepared bids on the Federal Housing project No. OH- 
33037 known as the Jackson Park Homes. 

Affiant states that at about the same time their bids were being prepared 
Executive Order 9301 went into effect, said order granting to the Chairman of 
the War Manpower Commission the authority to place certain areas in a 48-hour 
workweek; that the Canton area was working a 40-hour workweek and no definite 
information could be secured regarding the enforcement of this Executive Order 
9301 with the result that his company placed their bid on this project under the 
40-hour workweek, their bid being for $598,240 and that in order to eliminate 
any misunderstanding regarding their bid on this project on the third page of 
said bid form was placed the following language: 

“This bid is based on 40-hour week. If it becomes necessary to work more 
than 40 hours, by Executive order, we are to be reimbursed for the extra cost of 
such overtime, plus taxes and insurance.” 

Affiant states further that on a project immediately across the street from the 
Jackson Park Homes the Melbourne Construction Co. of Canton was also mak- 
ing a bid and said bid was also based upon a 40-hour workweek. 

Affiant further says that the morning of February 26, 1945, there was a phone 
call from the Federal Housing office in Cleveland to his brother, George H. Whike, 
Jr., requesting his presence in their office at 2 p. m. to sign the contract; that he 
accompanied his brother to Cleveland where they were met by Mr. Fullmer and 
Mr. Currie, and practically the entire afternoon was spent in signing the drawings 
and specifications. 

Affiant states further that around 5:30 p. m. on said date they were taken to 
the legal department where the contract was being drawn; that he and his brother 
went over said contract and immediately noticed that there had been included a 
paragraph in said contract subjecting the contract to a 48-hour workweek; that 
he and his brother immediately called the attention of the man in charge of the 
legal department to the fact that their bid had been based on a 40-hour workweek; 
that the man in charge of the legal department stated to both himself and his 
brother that the department knew that their bid had been based only on a 40-hour 
workweek and assured them that if it became necessary to work a 48-hour week 
that they would be reimbursed for the extra cost of such overtime plus taxes and 
insurance; and that the contract was then taken to the office of Mr. Sharpe, 
regional director, where it was signed around 6 p. m. on said date. 

Affiant states further that as evidence that their bid was based on a 40-hour 
workweek basis was the fact that their bid was $35,760 lower than the next 
nearest bidder and that said contract was signed only after the representation 
and assurance that they would be reimbursed for all overtime if it became neces- 
sary to place the area in the 48-hour workweek. 

Affiant further states that the Canton area was placed in the 48-hour workweek 
on the 9th day of August 1943; that his said company immediately complied 
with the order of the War Manpower Commission which necessitated an expendi- 
ture over and beyond the regular expenditures of $14,483.45 for overtime, taxes, 
and insurance for which the said company has presented claim. 

Further affiant sayeth not. 

Fred WHIKE. 


Sworn to before me and subscribed in my presence this ——— day of September, 
1945. 


Notary Public. 





Copy oF EXEecuTIVE ORDER FROM THE FEDERAL RECISTER 


EXECUTIVE ORDER 9301 ESTABLISHING A MINIMUM WARTIME WORK WEEK OF 48 HOURS 


By virtue of the authority vested in me by the Constitution and statutes, as 
President of the United States, and in order to meet the manpower requirements 
of our armed forces and our expanding war production program by a fuller 
utilization of our available manpower, it is hereby ordered: 
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1. For the duration of the war, no plant, factory or other place of employment 
shall be deemed to be making the most effective utilization of its manpower if the 
minimum workweek therein is less than 48 hours per week. 

2. All departments and agencies of the Federal Government shall require their 
contractors to comply with the minimum workweek prescribed in this order and 
with policies, directives, and regulations prescribed hereunder, and shall promptly 
take such action as may be necessary for that purpose. 

3. The Chairman of the War Manpower Commission shall determine all ques- 
tions of interpretation and application arising under this order and shall formulate 
and issue such policies, directives, and regulations as he determines to be neces- 
sary to carry out this order and to effectuate its purposes. The Chairman of the 
War Manpower Commission is authorized to establish a minimum workweek 
greater or less than that established in section 1 of this order or take other action 
with respect to any case or type of case in which he determines that such different 
minimum workweek or other action would more effectively .contribute to the 
war effort and promote the purposes of this order. 

4. All departments and agencies of the Federal Government shall comply with 
such policies, directives, and regulations as the Chairman of the War Manpower 
Commission shall prescribe pursuant to this order, and shall so utilize their facil- 
ities, services, and personnel, and take such action under authority vested in them 
by law, as the Chairman determines to be necessary to effectuate the purposes of 
this order and promote compliance with its provisions. 

5. Nothing in this order shall be construed as superseding or in conflict with 
any Federal, State or local law limiting hours of work or with the provisions of 
any individual or collective bargaining agreement with respect to rates of pay 
for hours worked in excess of the agreed or customary workweek, nor shall this 
order be construed as suspending or modifying any provision of the Fair Labor 
Standards Act (Act of June 25, 1938; 52 Stat. 1060; 29 U. S. C. 201 et seq.) or 
any other Federal, State or local law relating to the payment of wages or overtime. 

FRANKLIN D ROOSEVELT 
Tue Ware House 
February 9, 1943 


[F. R. Doc. 43-2162; Filed, February 10, 1948; 11:20 a. m.] 


CONGRESS OF THE UNITED States, 
House or REPRESENTATIVES, 
Washington, D. C., March 2, 1948. 
In re: H. R. 1902, Whike Construction Co. 
Hon. ALtsert L. Reeves, Jr, 
House of Representatives, Washington, D. C. 

Dear CoLLEAGUE: Complying with your request in our recent conversation, 
I desire to give you a résumé of the suit which has been filed by the Spohn Heating 
& Ventilating Co. against the Whike Construction Co., being case No. 86068 in 
the court of common pleas of Stark County, Ohio. 

You will recall that the Spohn Co. was one of the subcontractors and brought 
this suit against the Whike Construction Co. to collect the overtime, taxes and 
insurance incurred by reason of this area being placed in a 48-hour workweek 
under the authority of Executive Order 9301. 

There were several bidders on this project, which was known as the Jackson 
Park Homes, Canton, Ohio, project No. OH-33037. The bids were made through 
the regional office of the FPHA at Cleveland, Ohio. The Whike Co. bid was 
based upon the 40-hour workweek and was approximately $37,000 lower than 
the next nearest bidder. About the time the bid was accepted Executive Order 
9301 became effective which granted to the War Manpower Commission the 
authority to place any area in a 48-hour workweek. 

Mr. Whike objected to signing the contract with the FPHA until he was assured 
that he would be protected in the event the War Manpower Commisslon exercised 
the authority granted them in said Executive order. Before the contract was 
signed in the regional office of the FPHA in Cleveland, there was typewritten 
the following language, on page 3 of the bid of this project, which was the page 
which set out the various amounts for labor and material: 

“This bid is based on 40-hour week. If it becomes necessary to work more than 
10 hours, by Executive order, we are to be reimbursed for the extra cost of such 
overtime, plus taxes and insurance.” 
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Mr. Whike and his brother who were present at the time the contract was 
signed were assured by the Housing Authorities that three would be no question 
about his reimbursement in the event the area went into a 48-hour week. 

The Melbourne Construction Co, had also bid at approximately the same time 
on another project directly across the street from the Jackson Park homes, it 
being known as the Sherrick Road project, No. OH-33036. Mr. Melbourne at 
the time he signed his contract with the Housing Authority in Cleveland was also 
guaranteed reimbursement in the event the area was placed under a 48-hour 
workweek, 

After the projects were completed claims for this overtime, and taxes and in- 
surance, were made by both the Whike Co. and the Melbourne Co. The Mel- 
bourne claim was paid and its is most difficult to understand why the Whike Co.’s 
claim was not paid 

The Spolhn Co. was the low bidder, on the plumbing and fixtures. They and 
the other subcontractors began work on March 1, 1943. On August 9, 1943, the 
War Manpower Commissioner by reason of his authority placed this area in a 
48-hour workweek, to become effective on or about September 9, 1943. 

I do not believe there was any question at ail among any of the subcontractors 
but what they all would be allowed this overtime by reason of this order, and the 
project engineer in charge of Government inspections, I believe, felt the same way 
as he assisted these companies in making out their claims for this overtime. 

These claims were both presented and, as I stated above, the Melbourne claim 
was paid but for some reason the Whike claim was not. They made several trips 
to Cleveland, meeting with the counsel of the Housing Authority who informed 
them that he was helpless to do anything because of a decision in Washington 
The matter was then taken up in Washington with both Mr. Klutznick, Commis- 
sioner of FPHA, and Mr. Seavers, one of the Commissioners, and the claim was 
again declined. There was no alternative except to file a claim in Congress for 
reimbursement of this overtime not only for the general contractor but also for the 
subcontractors. 

It was contenced in the suit by the Spohn Co. against the Whike Co. that the 
Spohn Co. had no contract whatsoever with the Government but solely with the 
Whike Construction Co. Our defense in the case was that we had made a bid in 
good faith, based on a 40-hour workweek. It was contended that the Whike Co. 
had nothing whatever to do with placing the area in a 48-hour workweek, this 
being solely by an order of the Government. They further contended that each 
subcontractor continued to work after this order became effective, looking to the 
Government for this payment of overtime. 

The judge in charging the jury placed only the one issue before them and that 
was whether or not they could find by the evidence that the Government had 
ever agreed to pay this overtime to the Spohn Co. The jury found for the Spohn 
Co., 11 members signing the verdict, and the Whike Co. was compelled to pay the 
entire claim of the Spohn Co., which amounted to $2,381.33, with interest 
6 percent from December 19, 1943. 

This was really the test case for all the other subcontractors and as the situation 
now stands the Whike Co. will be compelled to pay all of the subcontractors’ 
claims, in addition to losing approximately $9,000 on their own contract. 

Mr. Whike in this case made an offer to the FPHA to construct the Jackson 
Park project at a stipulated price which was based on a 40-hour week; the contract 
being further amended to read that in the event the area was placed on a 48-hour 
workweek he would be reimbursed for these extra expenses. From purely a legal 
standpoint, in my opinion, Mr. Whike never agreed to work a 48-hour workweek 
and therefore there was never a contract entered into except on the basis of 40 
hours per week. Meeting of minds is a cardinal principle of contracts and there 
was certainly no contract with the Government except for a 40-hour week. 

I cannot bring myself to believe that it is the intention of any Government 
agency for contraetors to lose money doing work for the Government. 

I sincerely hope you will bring this matter before your fine committee soon 
and I want to assure you that if I can at any time be of assistance to you you have 
but to command me. 

Sincerely yours, 


at 


HENDERSON H. Carson, M. C. 











8 GEORGE H. WHIKE CONSTRUCTION CO. 


CONGRESS OF THE UNITED STATEs, 
House or REPRESENTATIVES, 
Washington, D. C., May 20, 1948. 
In re: H. R. 1902, Whike Construction Co. 
Hon. Ausert L. REeEvEs, Jr., 
House of Representatives, Washington, D. C. 


Dear CoLLEAGUE: Complying with your request in our recent conversation. 
I am pleased to bring you up to date on the above matter. 

You will recall in my letter of March 2, I outlined the suit which had been 
brought against this company by the Spohn Heating & Ventilating Co. This 
resulted in a verdict against the Whike Construction Co. in the amount of 
$2,381.33, with interest at 6 percent from December 19, 1943. The interest on 
this judgment amounted to over $600, and the attached letter will give you some 
idea of the situation that faces this company as a result of the Government’s 
failure to pay the overtime and incidental expenses which were incurred as a 
result of the area being placed in a 48-hour workweek under the authority of 
Executive Order 9301. 

This was a test case and since it has been decided against the contractor it has 
stirred up all the subcontractors and they are now faced with their claims. The 
subcontractors’ claims are as follows: Norge Paint & Asbestos Co., $1,517.16; 
Garaux Bros., $743.09; Ewing Landszape Co., $330.74; Walters Electric, $267.33; 
Stafford Co., $261.53. 

The Whike Construction Co., the principal contractor, lost as a result of this 
order $8,969.55. All of these claimants are claiming interest at 6 percent from 
December 19, 1943. It seems unbelievable to me that any Government agency 
intended that any contractor should lose money doing work for the Government. 

This company objected to signing the contract until it was assured that it would 
be protected in the event that the War Manpower Commissioner exercised the 
authority granted him in said Executive order and placed the area in a 48-hour 
workweek. The contract was based on a 40-hour workweek, and the evidence 
that I presented to your committee almost a year ago disclosed that this bid was 
over $35,000 lower than the next bidder. 

Before the contract was signed an officer in the FPHA in Cleveland had type- 
written the following language on page 3 of the bid of this project, which is in 
your files: 

‘This bid is based on 40-hour week. If it becomes necessary to work more than 
40 hours, by Executive order, we are to be reimbursed for the extra cost of such 
overtime, plus taxes and insurance.” 

This matter is getting desperate and I will appreciate your giving it immediate 
attention. 

Sincerely yours, 
HeNpDERSON H. Carson, M. C. 





BrigF IN BEHALF or GeorGE H. WuHIKE ConstrucTION Co, on JACKSON PARK 
Homes Project OH-33037 


Contract dated February 26, 1943. 

First proceed order dated March 1, 1943. 

Subsequent proceed order changing items in bidding documents March 18, 1943. 

Under the conditions of the contract the contractors will not be held liable for 
delays because of strikes and unusual and severe weather or unforeseeable causes 
beyond the control and without the fault or negligence of the contractors. 

The file will disclose that one of the major delays on this project was the ina- 
bility to secure the required lumber. The contractors had no reason to anticipate 
any difficulty in procuring lumber as they had just completed a naval ordnance 
contract which required practically the same number of cars of lumber as needed 
for project OH-33037 and said lumber was secured on the ordnance contract 
within 30 days from date of order. Immediately after the receipt of the proceed 
order the contractors contacted various lumber companies from whom they had 
previously obtained millions of feet of lumber and found it absolutely impossible 
to secure the lumber needed for this project. Said contractors were advised by 
many of the lumber companies that this very distressing lumber market was 
caused by the Government’s taking over the function of wholesale lumbermen 
and by setting up similar organizations within the Government which placed all 
business directly with the mills, making no provisions whatsoever for the whole- 
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saler. Upon further investigation said contractors found that an organization 
known as the Central Procuring Agency had been set up in Washington. 

Said contractors diligently endeavored to secure assistance through said agency 
without success. Said contractors then secured the services of George W. Myers, 
a local lumber broker, and at their own expense started him all over the United 
States with orders to procure lumber wherever possible. Said broker traveled 
through the South and Midwest and was able to secure at various points small 
quantities of lumber. Records disclose that the cost of this lumber was approxi- 
mately 20 percent higher than estimated in said contractors’ bid; in one instance 
25.000 feet of lumber was secured at a 15 percent higher cost per thousand and 
in addition to said increase in price said contractors paid the freight; said con- 
tractors purchased locally within a radius of several miles of Canton all available 
lumber paying a retail price for the same which was 30 to 40 percent higher than 
the estimated cost in their bid and a considerable amount of the lumber secured 
was not cut to size and with additional expense said contractors had to perform 
this work on the project. 

The file further indicates that the Government project engineer, R. M. Webb, 
was kept constantly informed of the difficulty encountered in the purchasing of 
lumber as evidenced by letters of March 24, April 5, May 4, and June 4. It 
is our contention that the difficulty encountered in procuring the necessary 
lumber was due to restrictions placed on the lumber market by the United States 
Government which caused a delay on the project of 80 days. 

Attached hereto marked ‘‘Exhibit A’’ and made a part hereof is a schedule ef 
workers giving a comparison of the actual number of men employed by all pos- 
sible efforts on the part of the contractors and the number of workers necessary 
to complete the project on time. You will note that at no time were the required 
number of men available up to June 30, 1943. You will also note that on and 
after August 18 after the 48-hour workweek was made compulsory that the 
number of men gradually increased. 

This bid was based on a 40-hour workweek. The contractors were constantly 
in touch with the War Manpower Commission who repeatedly advised them that 
there were no other men available and local business agents did everything in 
their power to secure additional help but were unable to get men into Canton to 
work 40 hours per week, especially when a higher scale was being maintained 
in Akron and Cleveland and other cities. Through the able assistance of the 
business agents some additional help was secured to work only on Saturdays. 

In compliance with a letter dated May 26, 1943 from Robert M. Webb, project 
engineer, a schedule of anticipated manpower requirements was furnished. The 
file indicates that at no time were the contractors able to secure the anticipated 
requirements and before the 48-hour workweek order became effective on August 
9, 1943, contractors were able only to secure approximately 30 percent of the 
required labor needed. 

In compliance with a letter from Mr. Webb, the project engineer, dated May 
&, 1943, said contractors furnished weekly reports showing the numerous causes 
of delays, said reports extending from the week of June 2, 1943, to the week ending 
July 21, 1943. The file discloses many letters to the project engineer regarding 
the labor situation indicating that the engineer was kept constantly informed of 
these conditions. 

The project was held up by a strike of common laborers on March 29, 30, 31, 
and April 1, which closed down the entire project without any fault on the part 
of the contractors. 

Another delay which was beyond the control of the contractors was the unusual 
and severe weather conditions encountered immediately after the proceed order 
was received for this project. 

Attached hereto marked “Exhibit B’’ and made a part hereof is a monthly 
weather report summary for March, April, May, and up to June 15, 1943. These 
reports disclose that through April and May there were 54 days of rain. It is 
true that all of this rain did not occur during working hours but the site was made 
so muddy that it was impossible to get but a small amount of material to the 
project. 

The file further indicates that the work was delayed by a disagreement between 
the Housing Authority and the city of Canton regarding the water mains. This 
disagreement was not settled until May 12, 1943. There was a further delay while 
the city of Ganton refused a permit for the installation of sewers which was 
caused by the Housing Authority not having contracted with the city for sewer 
connections. This dispute was not settled until April 13 which caused delay in 
installation of gas service and other urgent work. 
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The file further discloses that the proceed order for the construction of the com- 
munity building was not received until June 26, 1943, necessitating reordering of 
materials, causing an estimated delay from 60 to 90 days. 

Further delay on the project was caused by the receipt of various material, 
especially refrigerators which were shipped to said project ahead of requested 
schedulé, necessitating contractors’ making arrangements for storage. 

The file further indicates that on April 6 the wage schedule for journeymen 
electricians was still unsettled and the electricians’ union refused to permit any 
electricians to work on said project until an authorization to pay $1.50 per hour 
was received. This dispute delayed the project approximately 40 days. 

The file indicates that the FPHA was constantly informed of the many and 
various delays and the causes therefor and many requests for an extension of time 
were submitted for consideration. The file further indicates that there were 41 
change orders on this project which unquestionably caused considerable delay. 

Bid documents disclose that the bid form submitted by The George H. Whike 
Construction Co. contains the following: 

“This bid is based on 40-hour week. If it becomes necessary to work more than 
40 hours, by Executive order, we are to be reimbursed for the extra cost of such 
overtime, plus taxes and insurance.” 

It is also admitted that article 22, paragraph V, item 6, page 25 of the contract 
states: 

“This contract is subject to Executive Order 9301, establishing a minimum war- 
time workweek of 48 hours, and to the regulations and directives, if any, issued 
under said Executive order by the War Manpower Commission or by the Chairman 
thereof.’ 

It is the contention of the contractors that this latter paragraph in respect to the 
48-hour week has always been in dispute since the inception of the contract. 
The original bid was made and based on the 40-hour workweek, said bid being for 
$598,240. The next lowest bid was from Handlock Krill Co. in the amount of 
$634,000 and the next lowest bid was the Gibbons-Grable Co. in the amount of 
$640,000. The Whike Construction Co. was $35,760 lower than the next nearest 
bidder. 

The correspondence and evidence which can be submitted indicates conclusively 
that it wes definitely understood by said contractors that in the event they were 
ordered to work more than 40 hours per week they would be reimbursed for the 
extra cost of such overtime, plus taxes and insurance. 

I beg to refer you to proceed order G4 dated March 18, 19438, which has attached 
thereto change items in bidding documents under the heading of ‘‘General mate- 
rials and specifications.” I further beg to refer you to the second paragraph of 
said restrictions to bidders which contains the same clause under article 22, 
paragraph 5, item 6, page 25 of the contract. I further beg to refer you to change 
orders under date of January 4, 1944, and its paragraph B under said order which 
reads as follows: 

“Changes as indicated in item 2 under the heading ‘General materials and 
specifications’ and listed as item B in proceed Order G—4, is not a part of this 
change order. The sentence to be omitted is as follows: ‘This contract is subject 
to Executive Order 9301, establishing 9 minimum wartime workweck of 48 hours, 
and to the regulations and directives, if any, issued under such Executive order 
by the War Manpower Commission or the Chairman thereof.’ ” 

This, in our opinion, eliminates the very section in dispute under the contract. 
We welcome the opportunity of discussing this matter with you at any time and 
sincerely hope that you will give our claim your earliest consideration. 

Respectfully submitted. 

Burt, Carson, SHapracn & MILLER. 


O 
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Mr. McCarran, from the Committee on the Judiciary, submitted the 
following 


REPORT 
[To accompany H. R. 3708] 


1 The Committee on the Judiciary, to which was referred the bill 
—H. R. 3708) for the relief of Mrs. Goldie Weiner, having considered 
e same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 
‘4 PURPOSE 
The purpose of the bill is to pay the sum of $317.17 to Mrs. Goldie 
Weiner, Columbia, S. C., in full settlement of all claims against the 
United States for property damage sustained as the result of an 
accident involving a United States Army vehicle, in Columbia, 5 C., 
on February 1, 1944. 


STATEMENT 


The details of this case appear more fully in House Report No. 489 
(82d Cong.) which is incorporated herein by reference. The following 
is a condensation of that report, the facts of which are taken from a 
report dated May 18, 1951, from the Secretary of the Army: 


During the afternoon of February 1, 1944, an enlisted man of the United States 
Army Air Base, Columbia, 8S. C., was dispatched on an official mission to Colum- 
bia, S. C., in an Army vehicle. After completion of the mission in Columbia, 
the Army driver’s course of acts was allegedly diverted from his official duties 
during which time he was involved in an accident with an automobile owned by 
claimant and operated by her husband, Frank L. Weiner. No one sustained 
personal injuries, but claimant’s car was damaged. Actual amount of the 
damage was $317.17 and she agreed to accept that amount in full settlement 
after claim had been filed with the War Department. The claim was denied, 
which denial was sustained by the Secretary of War on the grounds that the 
driver of the Army vehicle was on a personal mission at the time of the accident. 





MRS. GOLDIE WEINER 


The Secretary of the Army, in his report on this bill, states: 


The evidence establishes that this accident and the resulting damage to Mrs. 
Weiner’s automobile were not caused by any fault or negligence on the part of 
Mr. Weiner, who was driving the car at the time of the accident, but were caused 
solely by the negligence of the driver of the Army vehicle in attempting to make 
a left turn at an intersection without first ascertaining whether the movement 
could be completed in safety. In view of the fact that the Army driver was not 
at the time acting within the scope of his employment, there is no legal basis for 
a claim by Mrs. Weiner against the United States on account of the damage 
sustained by her. However, considering the circumstances of this case, and since 
neither the claimant nor her husband was guilty of any negligence causing or 
contributing to the accident, the Department has no objection to the enactment 
of the bill. The amount of the proposed award, $317.17, is fair and reasonable 
and represents the actual cost of repairs to Mrs. Weiner’s car. . 

This claimant has no remedy under the Federal Tort Claims Act (60 Stat. 842; 
28 U. 8. C. 921), as revised and codified by the act of June 25, 1948 (62 Stat. 983), 
as amended (28 U.S. C. 2672), as the accident out of which the claim arose oc- 
curred prior to January 1, 1945. 


In view of the foregoing the committee recommends favorable con- 
sideration of the bill H. R. 3708. 


O 
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JUNE 25 (legislative day, JUNE 21), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted the 
x following 


REPORT 
{To accompany H. R. 4165] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 4165) for the relief of A. D. Woods, having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill do pass. 

PURPOSE . 


The is of the bill is to pay the sum of $103.15 to A. D. Woods, 
postmaster of Marquez, Tex., in full settlement of all claims against 
the United States on account of expenses incurred by him in repairing 
his personally owned safe which was damaged as the result of an 
attempted theft. 


STATEMENT 


An identical bill was introduced in the House during the Eighty- 
first Congress but no action was taken due to lack of time. 

House Report No. 490 (82d Cong.), which is incorporated herein 
by reference, contains copy of a report on this bill from the Post- 
master General and the following facts are taken therefrom: 

On July 18, 1949, at about 3 a. m., an attempt was made to burglarize the safe 
of the postmaster at Marquez, Tex. The safe was personally owned by the 
claimant but was used in connection with his official duties as postmaster. The 
burglars failed to open the safe and the contents thereof remained intact. How- 
ever, the safe was damaged to the extent that an expenditure of $103.15 was 
necessary for repairs which amount was paid by claimant for that purpose 

The Post Office Department recommends enactment of the bill. 

The committee feels that the recommendation of the Post Office 
Department should be accepted, and, therefore, asks favorable con- 
sideration of this bill. 

O 
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JUNE 25 (legislative day, JUNE 21), 1951.—Ordered to be printed 


McCarran, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8. 367] 


The Committee on the Judiciary, to which was referred the bill 
(S. 367) for the relief of Kay Adel Snedeker, having considered the 
same, reports favorably thereon with an amendment in the nature of 
a substitute and recommends that the bill, as amended, do pass. 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 

That, solely for the purposes of section 4 (a) and section 9 of the Immigration 
Act of 1924, and notwithstanding any provisions excluding from admission to the 
United States persons of races ineligible to citizenship, Kay Adel Snedeker, a 
minor Japanese child, shall be considered the alien natural-born child of Charles 
W. Snedeker and his wife, Amelia Mary Snedeker, citizens of the United States, 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to w aire the racial exclusion 
provision of the immigration law in behalf of « half-Japanese and 
half-American child residing in Japan with My. and Mrs Charles W. 
Snedeker, citizens of the United States. The child would be con- 
sidered to be a nonquota immigrant, which is the status normally 
enjoyed by the alien minor children of citizens of the United States. 


STATEMENT OF FACTS 


The beneficiary of the bill was born in Japan on December 28, 1946, 


of a Japanese mother and an American father. She is residing in 
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Japan with Mr. and Mrs. Charles W. Snedeker who desire to adopt 
her and bring her to this country as their daughter. Mr. Snedeker 
is employed in a civilian capacity with the Army of Occupation in 
Japan and adoption proceedings are presently pending in Chicago, III. 

A letter dated June 4, 1951, to the chairman of the Senate Com- 
mittee on the Judiciary from the Deputy Attorney General with 
reference to the case reads as follows: 

JuNE 4, 1951. 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request. for the views of the 
Department of Justice relative to the bills (S. 367 and S. 816) for the relief of 
Kay Adel Snedeker, an alien. 

S. 367 would provide that, notwithstanding any provision of law excluding 
from admission to the United States persons of races ineligible to citizenship, 
Kay Adel Snedeker, a minor half-Japanese female child under the care of Mr. and 
Mrs. C. W. Snedeker, citizens of the United States, shall be considered their 
natural-born child. 

S. 816 would provide that, solely for the purposes of section 4 (a) and section 9 
of the Immigration Act of 1924, and notwithstanding any provisions excluding 
from admission to the United States persons of races ineligibie to citizenship, 
Kay Adel Snedeker, a minor Japanese child, shal! be considered the alien natural- 
born child of Charles W. Snedeker and his wife, Amelia Mary Snedeker, citizens 
of the United States. 

The files of the Immigration and Naturalization Service of this Department dis- 
close that the alien child was born in Japan on December 28, 1946, of a Japanese 
mother and an American father, whose name is not known. She is presently 
residing in Japan with Mr. and Mrs. Charles W. Snedeker, who, it is claimed, 
desire to adopt her and bring her to this country as their daughter. Mr. 
Snedeker’s mother of Roscoe, Ohio, stated that her son and daughter-in-law first 
saw the child in an orphanage which was operated by the Eighth Army in Japan 
and was discontinued about a year ago. Mrs. Snedeker also stated that her son 
was born on March 12, 1911, in Roscoe and that he was a captain in the United 
States Army during World War II. According to Mrs. Ruth Laird, director of 
the school of nursing at the University of Illinois, Mrs. Charles W. Snedeker was 
born on September 14, 1906, in Austria, and is a naturalized United States citizen. 
The records indicate that she was graduated from the Martin’s Ferry General 
Hospital in Ohio as a nurse in 1929, and served for 11 years at the Cook County 
Hospital in Chicago, Ill. Mr. Snedeker is employed in a civilian capacity with 
the Army of Occupation in Japan. It appears that the Snedekers have no chil- 
dren of their own, and that adoption proceedings on behalf of the alien are pend- 
ing in Chicago. 

The alien child, being as much as half Japanese is ineligible to citizenship under 
section 303 of the Nationality Act of 1940. Because of this ineligibility she is 
inadmissible to the United States under section 13 (c) of the Immigration Act of 
1924. In the absence of special or general legislation she may not be permitted 
to enter the United States for permanent residence. 

Whether under the circumstances these bills should be enacted is a question of 
legislative policy concerning which this Department prefers not to make any 
recommendation. If S. 367 should receive favorable consideration, however, 
it is suggested that it be amended by deleting everything after the enacting clause 
and substituting the following: 

“That, solely for the purposes of section 4 (a) and section 9 of the Immigration 
Act of 1924, and notwithstanding any provisions excluding from admission to 
the United States persons of races ineligible to citizenship, Kay Adel Snedeker, 
a minor Japanese child, shall be considered the alien natural-born child of Charles 
W. Snedeker and his wife, Amelia Mary Snedeker, citizens of the United States.’ 

Yours sincerely, 
Pryton Forp, 
Deputy Attorney General. 
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Senator Everett M. Dirksen, the author of the bill, has submitted 
the following information with reference to the case: 


UNITED States SENATE, 
February 22, 1951. 


Wy, 


Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

Dear SENATOR McCarran: This is in reference to your letter of February 20 
relative to information concerning 8S. 367. 

Kay Adel Snedeker, a female child 4 years of age, is the person referred to in 
the bill. She is presently with her foster parents, Charles W. Snedeker and his 
wife, Amelia Mary Snedeker. At the present time they are residing in Japan. 

An application for adoption of this child has been filed in Chicago. The child 
was born of a Japanese mother and an American father, names unknown. The 
Snedekers received the child from St. Paul’s Orphanage near Yokohama. The 
little girl is presently in custody of Mr. and Mrs. Snedeker. Mr. Snedeker is a 
civilian employee working with the Occupation Forces in Japan. He is also a 
veteran of 9 years’ service in the Army and his present status is that of a Reserve 
officer. 

It may be of interest to the committee to know that the Snedekers have been 
married for 17 years and are childless. They have taken this nameless child into 
their home and hearts, and now desire to make it a permanent part of their 
family with all the legal rights of an adopted child. 

I will appreciate it if the committee could take early action on this, since time 
is of the essence in view of the fact that Mrs. Snedeker may be required to return 
to the States because of the conditions resulting from the Korean War. 

Sincerely, 
Everett M. Dirksen. 


A bill, S. 816, for the relief of the same minor child has been in- 
troduced in the Senate by Senator Milton R. Young. In view of the 
fact that the instant bill is being reported to the Senate favorably, 
the bill, S. 816, will be indefinitely postponed. 

The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 367), as amended, should be enacted. 


O 
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Mr. McCarran, from the Committee on the Judiciary, submitted the 
following 


REPORT 


(To aecompany 8. 1365] 


The Committee on the Judiciary, to which was referred the bill 
(S. 1365) to assist Federal prisoners in their rehabilitation, having 
consideredj the same, reports favorably thereon, with an amendment, 
and recommends that the bill, as amended, do pass. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to authorize 
the Attorney General in his discretion to make loans, in a moderate 
amount, out of the commissary funds of the Federal prisons for the 
purpose of assisting released prisoners in their rehabilitation. 


AMENDMENT 


On page 1, line 9, beginning with the word “‘such”’ strike out all down 
through and including the period on line 11. 


STATEMENT 


This bill was introduced at the request of the Department of Justice. 

At the present time, although the law provides that released pris- 
oners may be given a gratuity of $30 plus a railroad ticket home, 
because of restrictions in appropriations the average gratuity paid to 
a Federal prisoner apon his release amounts to $8 or $9. It is believed 
by officials of the Bureau of Prisons that this sum is hardly sufficient 
to tide a released prisoner over the period of his readjustment to life 
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outside prison walls, especially in the case of more deserving prisoners 
who, for one reason or another, have been unable to ac cumulate any 
reserve funds through employment i in prison industries. 

The committee is informed that at the present time there is a surplus 
of over $200,000 in the commissary fund. The commissary fund 
obtains its revenue through sale of cigarettes, tobacco, and other 

“prisoner comforts,” at a minimum profit, to the inmates of the 
various Federal institutions. Ordinarily these profits are used to 
purchase recreational equipment, for use in baseball, basketball, 
volleyball, etc.; chapel organs, motion picture machines, etc. Never- 
theless, as indicated above, a surplus exists, and it is believed by the 
officials that the use of the funds to make small loans to released 
prisoners would provide a convenient and salutary bridge for deserv- 
ing prisoners in view of the lack of appropriations ‘for the full amount 
of their gratuity. The amount to be loaned is limited to $150, except 
with the specific approval of the Attorney General, and is to be secured 
by the personal note of the prisoner to be repaid monthly with interest 
at a rate not to exceed 6 percent, subject to an agreement on the part 
of the prisoner that the funds so advanced shall be expended only for 
the purpose designated in the loan agreement. This would provide 
an opportunity for a loan to be made to a prisoner for the purchase of 
carpenter tools, or other equipment, so that he might find employment 
more easily. 

The bill further authorizes the Attorney General, in his discretion, 
to accept gifts or bequests of money for credit to the commissary fund 
with the proviso that unless contrary to law they shall be deemed to 
be gifts or bequests to the use of the United States. 

The committee has amended the bill so as to permit such a loan 
even to a deserving prisoner who has served every day of his sentence. 

The committee is of the opinion that this legislation is a further 
step in the rehabilitation of Federal prisoners and recommends its 
enactment. 

Attached hereto and made a part of this report is a letter received 
from the Department of Justice, dated April 5, 1951. 





DEPARTMENT OF JUSTICE, 
Washington, D. C., April 5, 1951. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: The Department of Justice reeommends the enactment of 
legislation to assist Federal prisoners in rehabilitating themselves following their 
release from confinement. 

For several years this Department has had under consideration plans under 
which loans could be made to carefully selected prisoners to aid in their rehabili- 
tation upon release. The gratuity authorized by statute to be given to prisoners 
upon their release may not exceed the sum of $30. This amount is wholly inade- 
quate, and the experience of the Department has indicated that many released 
prisoners could be saved from a return to a life of crime if given additional assist- 
ance in closing the gap between prison life and life outside of prison. 

The most feasible plan suggested for the accomplishment of the desired purpose 
involves the use of surplus commissary funds which are designated as trust funds 
under section 725s (22) of title 31, United States Code. These commissary 
funds are derived from the prisoners themselves and constitute the profits result- 
ing from the operation of prison commissaries. Thus, the money which would be 
used for the purpose of assisting released prisoners in their rehabilitation would, 
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in effect, be their won. At present, these funds are used for recreational purposes 
within the institutions. 

There is attached for consideration a draft of a bill to effectuate the above 
recommendation. It will be noted that provision is made for the return to the 
fund, with interest, of the moneys advanced to prisoners. It will be noted further 
that the advances to be authorized by the measure would be made available 
only to those prisoners whose conduct in prison has resulted in their release prior 
to the expiration of their maximum terms. Both provisions are deemed essential 
to the success of the program. 

The Director of the Bureau of the Budget has advised that there is no objection 
to the submission of this reeommendation. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 


O 
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ANN LAMPLUGH 
JUNE 25 (legislative day, JUNE 21), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted the 
following 


REPORT 


{To accompany S. 880) 


~ Fe Committee on the Judiciary, to which was referred the bill 
D.8e 


reports favoraly thereon with amendments and recommends that 
the bill, as arfi@nded, do pass. 


oa : ; ; 
‘ 36 30) for relief of Ann Lamplugh, having considered the same, 


AMENDMENTS 


1. On page 1, line 6, strike the figures ‘‘25,000’’ and insert in lieu 
thereof the figures ‘‘10,000”’. 

2. On page 1, line 10, after the word ‘ Provided,” insert the fol- 
lowing: 
That no part of the amount provided for in this Act shall be subject to any claim 
for reimbursement to any insurance company or compensation insurance fund 


which may have paid any amount to the claimant herein by reason of the death of 
Elmer L. Lamplugh: And provided further, 


PURPOSE 


The purpose of the proposed legislation, as amended, is to provide 
for the payment of the sum of $10,000 to Ann Lamplugh of New 
York City, N. Y., in full satisfaction of all claims against the United 
States for compensation for the death of her husband, Elmer L. 
Lamplugh, who was killed when struck by a United States Air Force 
truck on September 23, 1949, at Kimpo Airport, Korea. 








ANN LAMPLUGH 
STATEMENT 


On September 23, 1949, Elmer L. Lamplugh was employed by the 
Thomas B. Bourne Associates, Inc., Washington, D. C., a contractor 
operating on Kimpo Airfield, Seoul, Korea. On that date, after 
finishing his lunch, Mr. Lamplugh returned to his duties by way of 
a narrow alley near the finance office vault. While he was walking 
in the alley next to the building a truck operated by a native Korean, 
a civilian employee of the United States Air Force, who was under 
the instruction and direction of an Air Force corporal, drove into the 
narrow alley. The driver of the truck became excited and ran into 
Mr. Lamplugh crushing him between the truck and the concrete 
section of the wall. He was killed instantly. 

At the time of his death, Mr. Lamplugh was earning a salary of 
$666.66 per month. He was 42 years of age and left surviving his 
wife and mother, both of whom were dependent upon him for their 
support. 

Mr. Lamplugh’s employer carried an accident policy with death 
benefits on him in the amount of $10,000 which benefits have been 
paid to the beneficiary, Ann Lamplugh. 

The Department of the Army and the Department of Justice in 
reporting on this bill state that those Departments believe that the 
widow of Elmer L. Lamplugh should be compensated for his death in 
a reasonable amount. However, those Departments are of the opin- 
ion that an award of $25,000 as proposed in this bill as introduced 
would be excessive, and those Departments propose an award in the 
amount of $10,000 as a fair and reasonable settlement. 

While this claim arose following the passage of the Federal Tort 
Claims Act the claimant is unable to recover in a legal action under 
that act since the negligence of the governmental employe e occurred 
outside of the territorial limits of the United States. (U.S. v Spelar, 
Administratriz, 338 U.S. 217 (1949).) 

Inasmuch as it seems clear from the evidence betore the committee 
that the accident which resulted in the death of Mr. Lamplugh was not 
caused by any fault or negligence on his part, the committee feels that 
his widow should receive compensation in a reasonable amount. The 
committee in determining what constitutes a reasonable award in this 
case agrees with the views of the Department of Justice and the De- 
partment of the Army and it therefore recommends favorable con- 
sideration of the bill, as amended. 

Attached to this report and made a part thereof are the reports of 
the Department of Justice and the Department of the Army submitted 
in connection with this bill. 


DEPARTMENT OF JUSTICE, 

OrriceE OF THE Deputy ATTORNEY GENERAL, 

Washington, June 6, 1951. 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 

United States Senate, Washington, D. C. 
My Dear Senator: This is in response to your request for the views of the 
Department of Justice concerning the bill (S. 880) for the relief of Ann Lamplugh. 
The bill would provide for payment of the sum of $25,000 to Ann Lamplugh, 
of New York City, N. Y., in full satisfaction of all claims against the United 
States for compensation for the death of her husband, Elmer L. Lamplugh, who 
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was killed when struck by a United States Air Force truck on September 23, 1949, 
at Kimpo Airport, Korea. 

In compliance with your request, a report was obtained from the Department 
of the Air Force concerning this legislation. According to that report, which is 
enclosed, it appears that on September 23, 1949, Elmer L. Lamplugh, an employee 
of the Thomas B. Bourne Associates, Inc., Washington, D. C., a contractor 
operating on Kimpo Airfield, Seoul, Korea, had just finished his lunch in the mess 
hall and was returning to his duties when the accident occurred. He was walking 
by a concrete wall when the truck operated by a native Korean, a civilian employee 
of the United States Air Force, who under the instruction and direction of an 
Air Foree corporal, drove into the narrow alley behind the building where Mr. 
Lamplugh was walking. It appears that the driver of the truck became excited 
and ran into Mr. Lamplugh crushing him between the truck and the wall, and 
killing him instantly. 

Decedent was 42 years of age at the time of his death and left surviving his 
wife and his mother, both of whom were dependent upon him. He was employed 
under contract as a radio and electrical engineer for the period of 1 year at a 
salary of $666.66 per month. His employer carried a $10,000 accident policy 
with death benefits on him. The death benefits in the amount of $10,000 have 
been paid to the beneficiary, his widow. In addition, compensation insurance 
was carried on him by his employer but the Department of the Air Force states 
that since Mrs. Lamplugh has not yet filed a claim for this compensation the 
amount of periodic payments to which she would be entitled has not been deter- 
mined. 

The Department of the Air Force states that the evidence in this case estab- 
lishes that the accident and resulting death of Mr. Lamplugh were not caused by 
any fault or negligence on his part, and that accordingly it considers that his 
widow should be compensated for the death of her husband. It states, however, 
that the proposed award of $25,000 is believed to be excessive and that it is of 
the opinion that an appropriation in the amount of $10,000 would constitute a 
fair and reasonable settlement. 

The Department of Justice concurs in the views of the Department of the Air 
Force. 

The Director of the Bureau of the Budget has advised this office that there 
would be no objection to the submission of this report. 

Yours sincerely, 
PEYTON Forp, 
De puty Attorney General 


DEPARTMENT OF THE AIR FoRCE 


Washington, March 19, 1951. 
Hon. Peyton Forp, 


Deputy Attorney General, 
Department of Justice. 


Dear Mr. Forp: I refer to your request for a report on the facts and merits of 
S. 880, Eighty-second Congress, a bill for the relief of Ann Lamplugh. 

The purpose of 8. 880 is to authorize and direct the Secretary of the Treasury to 
pay to Mrs. Ann Lamplugh the sum of $25,000 in full satisfaction of all claims 
against the United States for compensation for the death of her husband, Elmer L. 
Lamplugh, who was killed when struck by a United States Air Force truck on 
September 23, 1949, at Kimpo Airport, Korea. 

At about noontime on September 23, 1949, Elmer Louis Lamplugh, an employee 
of the Thomas B. Bourne Associates, Inc., 1203 Dupont Circle Building, Wash- 
ington, D. C., a contractor operating on Kimpo Airfield, Seoul, Korea, was killed 
when struck by a United States Air Force truck. 

Mr. Lamplugh had just finished his lunch in the mess hall and was returning to 
his duties when the accident occurred. He was walking by a concrete wall, which 
was a part of the finance office vault, when the truck operated by a native Korean, 
a civilian employee of the United States Air Force, who, under the instruction and 
direction of an Air Force corporal, drove into the narrow alley, behind the building 
where Mr. Lamplugh was walking. It appears that the driver of the truck became 
excited and ran into Mr. Lamplugh, crushing him between the truck and the con- 
crete section of the building wall. He was killed instantly. 

Elmer Louis Lamplugh was born March 10, 1907. At the time of his death, he 
maintained his residence in Pasadena, Calif., where his wife, Mrs. Ann Edna 
Lamplugh, and his mother, Mrs. Maude Ethel Lamplugh, his listed dependents, 
were then residing. 





4 ANN LAMPLUGH 


Mr. Lamplugh was employed under contract by the Thomas B. Bourne Asso- 
ciates, Inc., as a radio and electrical engineer, for the period of 1 year. His 
employment was to end as soon as he could be returned to the United States after 
August 31, 1950. His duties were maintenance of radio equipment, at a salary of 
$666.66 per month. 

The Thomas B. Bourne Associates, Inc., carried a $10,000 accident policy, 
with death benefits, on Mr. Lamplugh with the Indemnity Insurance Co. of North 
America, Philadelphia, Pa. The death benefits, in the amount of $10,000, have 
been paid to the beneficiary, Mrs. Ann Edna Lamplugh. 

In addition, there was compensation insurance carried on Mr. Lamplugh by 
the Thomas B. Bourne Associates, Inc. Information available to this Depart- 
ment indicates that Mrs. Lamplugh has not yet filed a claim for this compensation, 
and the amount of periodic payments to which she would be entitled under this 
compensation has not been determined. 

The expenses connected with the death, cremation, and transportation of the 
remains of Mr. Lamplugh to Washington, D. C., were paid by the Thomas B. 
Bourne Associates, Inc. The remains were interred in Arlington Cemetery. 

The evidence in this case establishes that the accident and resulting death of 
Elmer Louis Lamplugh were not caused by any fault or negligence on his part. 
Accordingly, the Department of the Air Force considers that the widow, Mrs. 
Ann Lamplugh, should be compensated for the death of her husband, however, 
the proposed award of $25,000 stated in 8. 880 is believed to be excessive. This 
Department is of the opinion that an appropriation for the relief of Mrs. Lamplugh 
in the amount of $10,000 would constitute a fair and reasonable settlement. 

Sincerely yours, 
EvuGENE M. ZuckeErt, 
Assistant Secretary of the Air Force, 


O 
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AMENDING SECTION 9 OF THE SHIPPING ACT, 1916, RELATING 
TO TRANSFER OF VESSELS DOCUMENTED UNDER THE LAWS 
OF THE UNITED STATES TO FOREIGN CITIZENS 


JuNE 25 (legislative day, JUNE 21), 1951.—Ordered to be printed 


Mr. Magnuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany S. 1704] 


= The Committee on Interstate and Foreign Commerce, to whom was 

¥gferred the bill (S. 1704) to amend section 9 of the Shipping Act, 1916, 
relating to transfer of vessels documented under the laws of the United 
States to fo®eign citizens, and for other purposes, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to prevent the transfer of ships owned or 
partly owned by a citizen or a corporation of the U nited States to 
foreign-flag registry. In order to sell or mortgage, or agree to sell or 
mortgage, to any person not a citizen of the United States, or transfer 
or place under foreign registry or flag, any vessel or any interest therein 
owned by a citizen of the United States and documented under the 
laws of the United States the person must have the approval of the 
Secretary of Commerce (Federal Maritime Board) 
Defense, and the Secretary of State. 

The general practice is to place American-owned ships under 
Panamanian registry. Today, the Panamanian merchant marine is 
the fourth largest in the world. It is exceeded only by that of the 
United States, Great Britain, and the Scandinavian countries. 

When the United States passed the original Neutrality Act, United 
States ships were forbidden from entering war zones. Because of 
this prohibition, some United States citizens, owners of vessels, 
immediately applied for Panamanian registration and were freed from 
the restrictions of the Neutrality Act. After the war, because many 
shipowners could save money by registering as Panamanian, great 
numbers of vessels were registered by citizens of many countries. 


. the Secretary of 
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As a result, we now have a huge fleet flying the flag of Panama, 
having access to the ports of this country and the rest of the world. 

Putting ships under Panamanian registry is a growing evil which 
involves tax evasion insofar as American corporations are concerned. 
It is a serious threat to our merchant marine and the:Federal Maritime 
Board has no control over the situation if such vessels are built 
abroad even though American-owned. 


ANALYSIS OF THE BILL 


The first section of the bill proposes to amend the third paragraph 
of section 9 of the Shipping Act, 1916, as amended, which as presently 
constituted—except for vessels as to which the United States defaults 
on, or cancels without just cause, an operating-differential subsidy 

agreement—makes it unlawful without the approval of the United 
States Maritime Commission to sell, mortgage, lease, charter, deliver, 
or in any manner transfer to any person not a citizen of the United 
States, or transfer or place under foreign registry or flag, any vessel 
or any interest therein owned in whole or in part by a citizen of the 
United States and documented under the laws of the United States or 
the last documentation of which was under the laws of the United 
States. The proposed amendment would substitute the Secretary of 
Commerce for the Maritime Commission, would exempt from the 
provisions of the paragraph time charters for periods of 1 year or less, 
and would limit the instances in which the Secretary of Commerce 
might give his approval to a sale, mortgage, or transfer, to those in 
which (1) the Secretary of Defense certifies that retention of the vessel 
is not of essential military or defense value; (2) the Secretary of State 
certifies that the sale, mortgage, or transfer will be in furtherance of the 
foreign policy of the United States; and (3) after a public hearing, the 
Federal Maritime Board determines that the vessel is not necessary 
to the promotion and maintenance of an adequate merchant marine, 
that it is not to be operated in competition with American-flag vessels 
in the foreign commerce of the United States, and that the maritime 
laws governing manning scales, crew accommodations, and safety of 
life and property at sea, of the country and flag to which the transfer 
is to be made, and the enforcement thereof, are in accordance with the 
highest international standards then prevailing. 

Section 2 of the bill proposes to amend section 501 (a) of the 
Merchant Marine Act, 1936, as amended, which sets forth the require- 
ments for approval of applications for construction-differential sub- 
sidies, by adding a new requirement to the effect that the applicant, 
or any holding company subsidiary or affiliate thereof, does not own 
in whole or in part or operate any foreign-flag vessel which competes 
with any American-flag service determined by the Federal Maritime 
Board to be essential, unless said Board, by the unanimous vote of its 
members determines that special circumstances warrant the waiving 
of this requirement. 

Section 3 of the bill proposes to amend section 804 of the Merchant 
Marine Act, 1936, as amended, which makes it unlawful for a con- 
tractor receiving an operating-differential subsidy under title VI of 
the act or who is a charterer under title VII thereof, or any holding 
company, subsidiary, affiliate, or associate, or any officer, director, 
agent, or executive thereof, to own, charter, act as agent or broker 
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for or operate any competing foreign-flag vessels, unless the provision 
is waived because of special circumstances by affirmative vote of four 
members of the Maritime Commission (Federal Maritime Board). 
Under the proposed amendment waiver would require a unanimous 
vote of the members of the Federal Maritime Board. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


SHippinac Act, 1916 
(Sec. 9, par. 3) 


Except as provided in section 611 of the Merchant Marine Act, 1936, as 
amended, it shall be unlawful, without the approval of the Secretary of Commerce, 
to [sell, mortgage, lease, charter, deliver, ] lease, bareboat charter, or time charier 
for a period of more than one year, or agree to lease, bareboat charter, or time charter 
for a period of more than one year, or in any manner transfer, to any person not a 
citizen ot the United States, [or transfer or place under foreign registry or flag, } 
any vessel or any interest therein owned in whole or in part by a citizen of the 
United States and documented under the laws of the United States, or the last 
documentation of which was under the laws of the United States; or (b) without 
prior approval of the Secretary of Commerce as provided in this paragraph, to sell or 
mortgage, or agree to sell or mortgage, to any person not a citizen of the United States 
or transfer or place under foreign registry or flag, any vessel or any interest therein 
owned in whole or in part by a citizen of the United States and documented under the 
laws of the United States, or the last documentation of which was under the laws of 
the United States. The Secretary of Commerce is authorized to approve such a sale, 
mortgage, or transfer of such a vessel if (1) the Secretary of Defense certifies that 
retention of the vessel is not of essential military or defense value to the United States; 
and (2) the Secretary of State certifies the sale, mortgage, or transfer of such vessel will 
be in furtherance of the foreign policy of the United States; and (3) after a public 
hearing, the Federal Maritime Board determines that (A) such vessel is not necessary 
to the promotion and maintenance of an adequate merchant marine; and (B) such 
vessel is not to be operated in competition with American-flag ships in the foreign 
commerce of the United States; and (C) the maritime laws and the enforcement thereof 
governing manning scales, crew accommodations, and the safety of life and property 
at sea of the country and flag to which it is sought to transfer such vessel are in 
accordance with the highest international standards then prevailing. 


TITLE V-—CONSTRUCTION-DIFFERENTIAL SUBSIDY 


Sec. 501. (a) Any citizen of the United States may make application to the 
[Commission] Roard for a construction-differential subsidy to aid in the con- 
struction of a new vessel, to be used on a service, route, or line in the foreign 
commerce of the United States, determined to be essential under section 211 of 
this Act. No such application shall be approved by the [Commission] Foard 
unless it determines that (1) the service, route, or line requires a new vessel of 
modern and economical design to meet foreign-flag competition and to promote 
the foreign commerce of the United States; (2) the plans and specifications call 
for a new vessel which will meet the needs of the service, route, or line, and the 
requirements of commerce; (3) the applicant possesses the ability, experience, 
financial resources, and other qualifications necessary to enable it to operate and 
maintain the proposed new vessel in such service, or on such route or line, and to 
maintain and continue adequate service on said route or line, including replace- 
ment of worn out or obsolete tonnage with new and modern ships; [and] (4) 
the granting of the aid applied for is reasonably calculated to carry out effectively 
the purposes and policy of this Act[.] ; and (5) the applicant or any holding 
company, subsidiary, or affiliate of such applicant, does not own, in whole or in 
part, or operate any foreign-flag vessel which competes with any American-flag 
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service determined by the Federal Maritume Roard to be essential under section 211 
of this Act, unless the Federal Maritime Board, by the unanimous vote of its mem- 
bers, determines that special circumstances warrant the waiving of this requirement. 


* * * * * * * 


Sec. 804. It shall be unlawful for for any contractor receiving an operating- 
differential subsidy under title VI or for any charterer of vessels under title VII 
of this Act, or any holding company, subsidiary, affiliate, or associate of such 
contractor or such charterer, or any officer, director, agent, or executive thereof, 
directly or indirectly to own, charter, act as agent or broker for, or operate any 
foreign-flag vessel which competes with any American-flag service determined by 
the [Commission] Board to be essential as provided in section 211 of this Act: 
Provided, however, That under special circumstances and for good cause shown 
the [Commission] Board may, in its discretion, waive the provisions of this section 
as to any contractor, for a specific period of time, [by affirrhative vote of four 
of its members] by the unanimous vote of its members, except as otherwise provided 
in section 201 (a). 

O 
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AUTHORIZING SALE OF LAND ALLOTTED TO MABEL 
MONROE BONDS, BLACKFEET ALLOTTEE 


JUNE 25 (legislative day, June 21), 1951.—Ordered to be printed 


Mr. Wuerry for (Mr. Ecron), from the Committee on Interior and 
Insular Affairs, submitted the following 


REPORT 


as [To accompany H. R. 629] 
aan 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the oe (H. R. 629) authorizing the Secretary of the Interior, 
upon appligation in writing, to sell homestead allotment No. 1641 of 
Mabel Monroe Bonds, allotted to her on the Blackfeet Indian Reserva- 
tion, Mont., having considered the same, report thereon with the 
following amendments: 

On page 1, line 10, change the colon to a period and strike out the 
remainder of line 10 and strike out all of line 11. 

On page 2, strike out all of lines 1 to 9, both inclusive, and insert 
the following: 


Sec. 2. (a) The lands herein described shall not be sold after the date of enact- 
ment of this Act to any purchaser, other than the Blackfeet Tribe or a member 
thereof, unless (1) at least sixty days prior to such sale the Superintendent of the 
Blackfeet Agency shall have been served with notice of the terms thereof and such 
notice, together with a description of the lands, and an offer by the owner thereof 
to sell such lands upon the terms specified in such notice to the Blackfeet Tribe 
or any member thereof, shall have been posted for such period of time in a con- 
spicuous public place at such Agency, and (2) prior to the expiration of such 
sixty days no bona fide offer to purchase such land upon the terms specified in 
such notice, or upon terms more favorable to the owner, shall have been made 
by the Blackfeet Tribe or any member thereof and reported to the Superintendent 
of the Blackfeet Agency. 

(b) A certificate of the Superintendent of the Blackfeet Agency stating that 
notice of the proposed sale was given and posted in accordance with the provisions 
of clause (1) of subsection (a) and that no offer was received in accordance with 
clause (2) of such subsection shall, when filed and recorded in the office of the 
county clerk and recorder of the county in which such lands are situated, be con- 
clusive evidence of compliance with this section. 

(c) That if the land is purchased by the Blackfeet Tribe or a member thereof 
title shall be conveyed by deed to the United States in trust for the purchaser, and 
if the land is purchased by a non-Indian a patent in fee shall be issued to the 
purchaser, 
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This bill was considered by the Committee on Interior and Insular 
Affairs of the House. On May 1, 1951, that committee submitted its 
report (H. Rept. No. 392) recommending its passage, and on May 15, 
1951, it passed the House. 

This bill, if enacted, will authorize the Secretary of the Interior, 
upon application in writing, to sell homestead allotment No. 1641 of 
Mabel Monroe Bonds, situated on the Blackfeet Indian Reservation, 
Mont., which consists of 76.61 acres. 

The enactment of legislation is necessary to permit the sale or 
the issuance of a patent in fee to the allottee or the purchaser because 
the act of June 30, 1919 (41 Stat. 16), provides that thie 
of the lands so allotted, 80 acres of each allotment shall be designated as a home- 


stead by the allottee and be evidenced by a trust patent and shall remain inaliena- 
ble and nontaxable until Congress shall otherwise direct. 





It appears that it is for the best interests of this Indian woman 
and all concerned that the sale of the land described in this bill be 
made under governmental supervision and, likewise, the proceeds 
from such sale be distributed under governmental supervision. 

The bill as recommended to be amended provides that, if the land is 
offered for sale, the Blackfeet Tribe or any member thereof may have 
a period of 60 days to exercise their preference right to purchase, and 
if this land is purchased by the Blackfeet Tribe or a member thereof 
the land will be conveyed by deed to the United States in trust for 
the purchaser. 

A copy of the Secretary of the Interior’s report, dated April 13, 
1951, is attached hereto and made a part of this report, as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., April 13, 1951. 
Hon. Joun R. Murpock, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives. 


My Dear Mr. Murpock: Reference is made to your request for a report on 
H. R. 629, a bill authorizing the Secretary of the Interior to issue a patent in fee 
to Mabel Monroe Bonds. 

I recommend that the bill be enacted if amended as suggested herein. 

The bill would authorize and direct the Secretary of the Interior to issue a 
patent in fee to Mabel Monroe Bonds for her homestead allotment No. 1641 on 
the Blackfeet Indian Reservation, described as lot 6 and the N4Y’NW\4SE\ section 
33, T. 36 N., R. 14 W., principal meridian, Montana, containing 76.61 acres. <A 
patent in fee may not be issued under present legislation because the act of June 
30, 1919 (41 Stat. 16), provides that ‘‘of the lands so allotted 80 acres of each allot- 
ment shall be designated as a homestead by the allottee and be evidence by a 
trust patent and shall remain inalienable and nontaxable until Congress shall 
otherwise direct.”’ 

Mabel Monroe Bonds has heretofore obtained a fee patent to 320 acres of her 
allotment. It appears that she lost the land on mortgage foreclosure. Her 
experience has been limited to housework, hotel and restaurant work. The area 
director has recommended unfavorably on the issuance ef a patent in fee, as the 
applicant has not demonstrated the degree of competency that would justify such 
action. It is believed that the issuance of a patent in fee to Mabel Monroe 
Bonds at this time would be harmful to her best interests and to those of the 
Blackfeet Tribe. The land is within a grazing area of the reservation, is sur- 
rounded by allotted and tribal land, and lies between the timber area and Lower 
St. Mary’s Lake. 

It is therefore suggested that the bill be amended to read as follows: 

1. Change the title of the bill to read: ‘‘To authorize the sale of certain allotted 
land on the Blackfeet Reservation, Montana.”’ 
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2. Delete everything after the enacting clause and substitute in lieu thereof: 
“That the Secretary of the Interior, upon application in writing, is hereby author- 
ized to sell the homestead allotment numbered 1641 of Mabel Monroe Bonds, 
described as lot 6 and the north half of the northwest quarter of the southeast 
quarter of section 33, township 36 north, range 14 west, Montana principal 
meridian, containing seventy-six and sixty-one one-hundredths acres, and to dis- 
burse the proceeds of such sale for the benefit of Mabel Monroe Bonds: Provided, 
That when the land is offered for sale the Blackfeet Tribe or any Indian who is a 
member of said tribe shall have ninety days within which to execute a preferential 
right to purchase said tract at the price offered by a prospective buyer willing and 
able to purchase: Provided further, That, if the land is purchased by the Blackfeet 
Tribe or a member thereof, title shall be conveyed by deed to the United States in 
trust for the purchaser, and if the land is purchased by a non-Indian a patent in 
fee shall be issued to the purchaser.” 

The Bureau of the Budget has advised that there is no objection to the sub- 
mission of this report to your committee. 

Sincerely yours, 
Date E. Dory, 
Assistant Secretary of the Interior. 


O 
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UNIFORM PENSIONS FOR SPANISH-AMERICAN 
WAR VETERANS 


JUNE 25 (legislative day, June 21, 1951.— Ordered to be printed 


Mr. George, from the Committee on Finance, submitted the following 


REPORT 


[To accompany H. R. 315] 


~—d 
Z¥¥ The Committee on Finance, to whom was referred the bill (H. R, 
315) to liberalize the service pension laws relating to veterans of the 
\war with Spain, the Philippine Insurrection, or the Boxer Rebellion, 
—and their de :pende nts, having considered the same, re nen favorably 
SShereon without amendment and recommend that the bill do pass. 


By virtue of this act, the Committee on Finance accepts the report 
of the C —" e on Veterans’ Affairs as follows: 


EXPLANATION OF THE BILL 


Today there are 15 rates of pension (non-service-connected disability) applying 
to veterans of the Spanish-American War, Philippine Insurrection, 
Boxer Rebellion. This bill would establish, in lieu of those rates, four sta dard 
rates— $60, $78, $90, and $120. The latter rate applies only to those needing : aid 
and attendance. The rates in existence and proposed rates are set forth on the 
next page: 


and the 
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In each of these categories (70-day and 90-day service) almost 99 percent of 
the veterans of these wars on the rolls are now drawing pension at the rates 
sought to be provided for the entire group. There were only 997 veterans 
(December 31, 1950) who were drawing less than the $90 or $60 rate sought to 
be provided in the legislation. The Veterans’ Administration estimates there 
will be approximately 850 in this category during fiscal 1952. Approximately 
200 dependents of veterans of this war now on the rolls could receive increases 
under this bill. 

The average age of the Spanish-American War veteran as of June 30, 1950, is 
estimated at 73.8 years and the death rate is approximately 9,000 per year. 
Veterans as they become age 65 are today entitled to the $90 rate or to the $60 
rate, as appropriate for their service. 


COST 


The committee believes the first-year cost will total approximately $326,000 
$254,000 attributable to this increase for veterans, and $72,000 for dependents 
of deceased veterans. This should be the peak cost due to the advanced age 
and high death rate of over 9,000 per year. In this connection, it is interesting 
to note that the estimate for the first-year cost on H. R. 6374, Eighty-first Con- 
gress, was $581,000. The present estimate, therefore, shows a drop of some 
$250,000. This clearly indicates that the total cost of this legislation will be 
very small. The number of new claims filed by Spanish War veterans and their 
death rate for 1945-50 is indicated by the table below: 


Number of veterans of the war with Spain, Philippine Insurrection, or the Boxer 
Rebellion who applied for pension during the year and the number of veterans of 
such war who died during the year. 


| Previously | Estimated 

Original | disallowed Total appli- number of 
Claims filed claims re- cations veterans who 

opened died 

1945 608 1, 146 1, 754 9, 000 
1946 1,016 640 1, 656 | 9, 000 
1947 , 928 287 1,215 8. 700 
1948 _ = 5 | 701 13¢ 837 9, 800 
1949 ay ae itera 712 93 805 9, 300 
1950 re f 505 170 675 9, 300 


The report of the Veterans’ Administration follows: 


VETERANS’ ADMINISTRATION, 
Washington 25, D. C., February 16, 1951. 
Hon. Joun E. RANKIN, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 

Dear Mr. RANKIN: Reference is made to your request for a report by the 
Veterans’ Administration on H. R. 315, Eighty-second Congress, a bill to liberalize 
the service-pension laws relating to veterans of the war with Spain, the Philippine 
Insurrection, or the Boxer Rebellion, and their dependents. 

The general purpose of the bill is to liberalize the service-pension laws relating 
to veterans of the war with Spain, the Philippine Insurrection, or the Boxer 
Rebellion, or their dependents. This general purpose would be accomplished by 
liberalizing the eligibility criteria relating to the period and character of creditable 
service and by increasing certain rates through the establishment of minimum 
rates of pension for veterans. 

This bill is identical with H. R. 6374, Eighty-first Congress, which, after hearings 
by asubcommittee, was favorably reported by your committee (H. Rept. No. 1719, 
Sist Cong.). H. R. 6374 passed the House of Representatives on March 6, 1950, 
and thereafter was referred to the Committee on Finance, United States Senate, 
where it was pending at the close of the Eighty-first Congress. 

Under existing law the eligibility of veterans of the war with Spain, the Philip- 
pine Insurrection, or the Boxer Rebellion, or their dependents to service-pension 
benefits is determined in accordance with one or the other of two bodies of laws. 
One of such bodies is comprised of the laws reenacted by the act of August 13, 
1935 (49 Stat. 614; 38 U.S. C. 368, 369), and acts amendatory of or supplemental 
to such laws. The second is comprised of part III of Veterans Regulation No.1 
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(a) (originally promulgated by the President pursuant to the act of March 20, 
1933 (48 Stat. 8-12)), as amended (38 U.S. C., ch. 12), by later acts of Congress. 
For the convenience of the committee in studying this legislative proposal, 
there is enclosed a photostat copy of an abstract of House Committee Print No. 
173, Eighty-first Congress, which summarizes the salient points of the existing 
law and from which the two lines of statutory authority, as they affect such 
veterans and their dependents, may be compared. The principal reasons why 
some persons are receiving benefits under part III, Veterans Regulation No. 1 (a), 
as amended, rather than the more liberal benefits provided by the service-pension 
laws as reenacted and supplemented, are requirements with respect to (1) the 
character of discharge or release from active service, (2) the delimiting dates of 
the war periods, and (3) the counting of continuous active service which com- 
menced prior to and extended into the applicable period or which commenced 
within the applicable period. 

Except for those veterans receiving $90 or more per month and for the widows 
and children receiving benefits under the reenacted service-pension laws, the 
enactment of H. R. 315 would so liberalize the service-pension laws as to render 
eligible for greater benefits most of those Spanish-American War beneficiaries on 
the rolls. This would result from enactment of the three rules embodied in 
section 1 of the bill, which rules state the most liberal provisions of the existing 
law, and the minimum rates provided in section 2. In this connection it may be 
noted that enactment of the bill would tend generally toward uniformity in the 
laws pertaining to pension for the Spanish-American War group. 

Pursuant to section 4, the greater benefits payable by virtue of the enactment 
of this bill would be paid to all persons receiving pension under the laws referred 
to in sections 1 and 5 on the day prior to the effective date of the act without the 
necessity of filing a claim therefor. In other cases (e. g., persons not now on the 
rolls or veterans receiving the $60 or $72 rate provided by par. I (f), pt. III, 
Veterans Regulation No. 1 (a), as amended) the pension or increase of pension 
payable under the bill would be payable from the date of claim or the effective 
date of the act, whichever is later, as provided in section 3. The enactment of 
the bill would not adversely affect the interest of any person receiving pension 
on the day prior to the effective date of the act, in view of the protective provisions 
of section 5. 

The enactment of H. R. 315 would render eligible for service pension certain 
persons not now entitled under any pension law. One such group would be those 
veterans having between 70 and 89 days of service, but not entitled under existing 
law because they do not have an honorable discharge from all periods of service 
in the particular war concerned or because the entire period of service was not 
within the required war period. For the information of the committee, hypo- 
thetical examples are given in another enclosure to show how this group and 
others would become eligible to pension, if this bill is enacted. 

Attention is invited to the effect of the bill, if enacted, as regards widows whose 
pension may be discontinued under the act of August 7, 1882 (22 Stat. 345; 
38 U.S. C. 199), because of their “open and notorious adulterous cohabitation.” 
Under existing law a widow, if otherwise entitled, whose pension under the 
reenacted pensions laws as supplemented is discontinued because of her ‘open 
and notorious adulterous cohabitation”’ may receive the pension benefits provided 
by subparagraph III (a), part III, Veterans Regulation No. 1 (a) as amended, 
because the 1882 act is not applicable thereto. Section 5 of H. R. 315, if enacted, 
would protect any such award in existence on the day prior to the effective date 
of the act; however, any widow whose service pension is discontinued for this 
reason after the effective date of the act would have no other entitlement inasmuch 
as such subparagraph III (a) would be repealed. 

Section 2 of the bill, if enacted, would establish a ‘floor’? under the monthly 
ates of pension payable to eligible veterans under the service-pension laws as 
follows: (a) $90 for veterans having 90 days or more of service, or if less than 90 
days were discharged for disability, and $120 in such cases where there is need 
for regular aid and attendance, (b) $60 for veterans having 70 days or more of 
service and $78 in such cases where there is need for regular aid and attendance. 
It will be observed from the enclosed photostat that under existing law not all 
such veterans are entitled to $90 a month or $60 a month, as the case may be, 
because of age or of deficiencies of service. In this connection, reference is made 
to the enclosed tabulation showing the number of such veterans receiving, as of 
December 31, 1950, the various rates of pension under $90 or $60, as the case 
may be, per month. It is further noted that no additional pension is payable 
under part III, Veterans Regulation No. 1 (a), as amended, to those veterans in 
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need of regular aid and attendance. For the information of the committee, the 
tabulation also shows the number of dependents who were receiving as of Decem- 
ber 31, 1950, the lesser rates authorized by subparagraph III (a), part III, Veter- 
ans Regulation No. 1 (a), as amended, and who, by reason of the provisions of 
section 1 of the bill, would become potentially entitled to the higher rates under 
the service-pension laws as set forth in the enclosed photostat. 

The matter of establishing the basis upon which service pension shall be paid 
and the rate of such pension present questions of broad public policy. The view 
of the Veterans’ Administration is that any revision of that policy is prin arily 
for the consideration of and determination by the Congress. It should be observed, 
however, that to liberalize the existing service-pension Is iws relating to the Spanish- 
American War group might serve as a precedent for requests for certain liberali- 
zations of the law with respect to: veterans of World War I and World War II 
and their dependents. It is deemed appropriate in this connection to note a 
portion of the President’s budget message for fiscal year 1952. In his message at 
page M57 the President, in discussing the veterans’ services and benefits, stated: 

“In the fiscal year 1952 expenditures for veterans’ services and benefits will be 
under $5,000,000,000 for the first time in 6 years. This results from a further 
decline in requirements for the readjustment of veterans of World War IL. 

“During the coming years, because we shall need to maintain larger Armed 
Forces, virtually all our able-bodied young men may be required to serve their 
country in its military forces. Before many years, nearly all the population 
may be veterans or the dependents of veterans. 

“This means a profound change in the social and economie import of Govern- 
ment programs which affect veterans. It requires a clear recognition that many 
of the needs of our veterans and their dependents can be met best through the 
geweral programs serving the whole population. Therefore, in legislation directed 
particularly to the problems of servicemen and their dependents, we should 
provide only for those special and unique needs which arise directly from military 
service. We should meet their other needs through general programs of the 
Government.” 

No worth-while estimate of the cost of the bill, if enacted, can be made because 
of the unknown factors involved, such as the effect of the liberalizations proposed 


in section 1 upon the estimated 25,000 living Spanish-American War veterans 
and upon the unknown number of widows and children of such veterans, none of 
whom are now on the rolls under any pension law. For the information of the 


committee in this connection, it is estimated that there were 114,000 Spanish- 
American War veterans as of December 31, 1950, 88.820 of whom were on our rolls 
Advice has been received from the Bureau of the Budget that enactment of the 
proposed legislation would not be in accord with the program of the President. 
Sincerely yours, 
Cart R. Gray, Jr., Administrator. 


Pensions of less than $90 or $60 monthly paid as of Dec. 31, 1950, to Spanish- 
American War veterans 


90 DAYS’ SERVICE 





Total num- Nun se of Nias ber of 
Monthly rate ber of veter- | , a i" iagees S (Put ij = No 
_— sion laws 2, 73d Conz.) 
35 35 
a 80 80 
784 517 67 
Total eeaene Pets . : 995 693 302 
70 DAYS’ SERVICI 
$25.92 1 
$34.56 — a - l 


Toetel...... pt oe, seins esieicion : , 
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Pensions paid as of Dec. 31, 1950, to dependents of deceased Spanish-American 
War veterans under subpar. IIIa, pt. IIT, Veterans’ Regulation No. 1 (a), as 
amended 


Beneficiary Monthly rate | Dec. 31, 1950 

Widow only $15 187 
Widow and 1 child 20 2 
Widow and 2 children 23 1 
1 child alone_-- 12 4 
2 children 15 1 
Total cases : 195 


EXAMPLES OF PERSONS Not PRESENTLY ELIGIBLE TO PENSION UNDER EXISTING 
Law, WxHo Wov.p Become ELIGIBLE TO PENSION IF H. R. 315, E1cury- 
SECOND CoNnGREss, Is ENACTED 


1. Veteran enlisted June 4, 1902, served in United States to August 24, 1902, 
honorably discharged: 

(a) Not entitled under part III, Veterans Regulation 1 (a), as amended, be- 
cause he served less than 90 days. 

(b) Not entitled under laws reenacted by the act of August 13, 1935, as amended 
and supplemented, because he served 30 days only during the Philippine Insurrec- 
tion and was not engaged in the hostilities in the Moro Province. 

(c) Entitled under H. R. 315 upon application to 70-day rates because military 
service was entered into during the period of hostilities and extended for more 
than 70 days. 

2. Veteran enlisted April 21, 1898, served in United States to April 4, 1902, 
dishonorably discharged. He reenlisted June 4, 1902, served in United States 
to August 24, 1902, honorably discharged: 

(a) Not entitled under part III, Veterans Regulation 1 (a), as amended, be- 
cause his creditable period (second) of service less than 90 days. 

(b) Not entitled under laws reenacted by the act of August 13, 1935, as amended 
and supplemented, because not all discharges from the Philippine Insurrection 
were honorable. 

(c) Entitled under H. R. 315 upon application to 70-day rates because his 
creditable period (second) of service was more than 70 days. 

3. Veteran enlisted June 4, 1902, served in the United States to October 4, 
1902, honorably discharged: 

(a) Not entitled under part III, Veterans Regulation 1 (a), as amended, 
because he did not “‘actually participate’? in the Philippine Insurrection or the 
Boxer Rebellion. 

(b) Not entitled under laws reenacted by the act of August 13, 1935, as amended 
and supplemented, because whole 90 days’ period was not served before July 4, 
1902, and he did not engage in hostilities in the Moro Province. 

c) Entitled under H. R. 315 upon application to 90-day rates because ‘“‘actual 
participation”? in the Philippine Insurrection or Boxer Rebellion is not a require- 
ment and military service was entered into during the period of hostilities and 
extended for more than 90 days. 

t. Veteran enlisted June 4, 1902, served in the United States to October 4,1902, 
honorably discharged. Veteran married August 23, 1918: died July 3, 1948: 

a) Widow not entitled under part III, Veterans Regulation 1 (a), as amended, 
because veteran did not “actually participate” in the Philippine Insurrection or 
the Boxer Rebellion. 

(b) Widow not entitled under laws reenacted by the act of August 13, 1935, as 
amended and supplemented, because veteran did not serve 90 days before July 4 
1902. 

(c) Widow entitled ($48 monthly) upon application under H. R. 315 because 
“actual participation’? in the Philippine Insurrection or the Boxer Rebellion is 
not a requirement and military service was entered into during the period of 
hostilities and extended for more than 90 days. 
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Abstract of House Committee Print No. 173, 81st Cong. 
VETERANS 
Subject... -....-- War with Spain, Philippine Insurrection, and Boxer Rebellion 





Statute.......... Service pension laws in effect Mar. | Public Law 2, 73d Cong., Mar. 20, 1933, 
19, 1933, reenacted by Public Law Veteran Regulation ind =samend- 
269, 74th Cong., Aug. 13, 1935, as ment hereto; Public Law 313, 78th 
modified or amended, Public Law Cong., May 27, 1944; Public Law 346, 
144, 78th Cong., July 13, 1943: 2 78th Cong., June 22, 1944; sec. 608, 
Public Law 242, 78th Cong., Mar. Publie L 106, 79th Cong., June 30, 
1, 1944; act June 2, 1930; Public 1945; Publ Law 662 h Cong 
Law 541, 75th Cong., May 24, 1938; Aug. 8, 194 


Public Law 611, 79th Cong., Aug. 
7, 1946; Public Law 270, 80th Cong., 
July 30, 1947. 





















Rates based on service | 90 days’ or more service, or less 90 | Partial disability, 50 percent j 
or non-service-con- days if discharged surgeon’s cer- abled $1 
nected disability.j tificate of disability $28. 80-$90 Ill, Ve i Regul 

70 days’ or more service _ $17. 28-$60 tior 8 U.S. C., ch. 12, Veterar 
June 2, 1930; Public Law 269, Regulat 
74th Cong., Aug. 13, 1935; sec. 1, Permanent total disability SoU 
-ublic Law 144, 78th Con July I | 7 ILI, Ve s I | 
13, 1943; 38 U. S. C. 365, 365b, 368, tion 1 (a); Public Law 313, 78th Con 
727: Public Law 242, 78th Ce : Mav 27. 1944: 38 1 3 C. ch. 12. Ve 
Mar. 1, 1944; Public Law 611, 79t! erans Regulatior Public Law 2 
Cong., Aug. 7, 1946; Public Law 79th Con Aug. 8, 194 
270, 80th Cong., July 30, 1947 Permanent total disability continu 
for 10 year $72 
78th Cor M 
| 90 days’ or lic Law 662, 79 Cor 
‘ more service 
or less if 70 days’ or 
Age discharged more service 
surgeon's 
certificate of 
disability 
‘ 

Rates based on age 62 $43. 20 $17.28 | Age 62 $16 
65 90. 00* 60. 00 Unk rece ir ke than $15 o1 
oS $57. 60-$90* 60. 00 Mar. 19, 1933 If so, rate then being 
72 72. 0O- 90* 60. 00 naid continued 
75 90. 00- 90* 60. 00 : Par. 1 (¢ nt. III, Veterans Re 

tion 1 s | Ss. ¢ 1. 12, Vets 
Regulat s 
June 2, 1930; Public Law 269, | Permanent tal disability, and age 
74th Cong., Aug. 13, 1935; Public 65 $72 
Law 541, 75th Cong., May 24, Public Law 78th Co ™M 
1938; see. 1, Public Law 144, 78th 27, 1944; Pul Law 662, 79th Cong 
Cong., July 13, 1943; Publie Law Aug. 8, 1% 
242, 78th Cong., Mar. 1, 1944; 38 
| S. C. 365, 365b, 368, 370, 727 
Public Law 611, 79th Cong., Aug 
7, 1946; aw 270, 80th 
Co rs 
*) davs’ or 
more ery 
rl} f 70 days’ or 
lischarged more service 
surgeon 
certificate of 
bilit 
Rates for 
A. Regular aid and \ $103, 68-$120* S78 A. No prov r 
ittendance 
B. Helpless or blind.) B 103. 68- 120* 78 | B. No provision 


(June 2, 1930; Public Law 269, 
74th Cong., Aug. 13, 1935; Publie 
Law 541, 7th Cong., May 24, 1938; 
sec. 1, Public Law 144, 


sth Cong 
July 13, 1943; Publie Law 242, 78th 


i 
Cong., Mar. 1, 1944; 38 [ 
365a, 365¢c, 368, 370a, 72 
Law 611, 79th Cong., Aug 
Public Law 270, 80th C« 
30, 1947.) 


See * on p. 8. 


See footnotes at end of table, p. 11. 
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Abstract of House Committee Print No. 173, 81st Cong—Continued 
VETERANS—Continued 





Subject 


~—_—_—_—_— 


Income restrictions -__.-- OGD. cctctnds teats 


*Service in Moro Province after 
July 4, 1902, may not be considered 
in determining eligibility for the 
$90 rate at age 65 or $120 rate, 
| under Public Law 541, 75th Cong., 
May 24, 1938, amended by 
Public Law 242, 78th Cong., Mar. 
} 1, 1944. 


as 





Misconduct Misconduct does not bar pension 


(June 2, 1930, Public Law 269, 
74th Cong., Aug. 13, 1935; Public | 
Law 541, 75th Cong., May 24, 
1938; sec. 1, Public Law 144, 78th 
Cong., July 13, 1943, Public Law 
242, 78th Cong., Mar. 1, 1944, 38 
U.S. C. 364, 368, 370, ) 

90 days’ service or more; or less if 
discharged surgeon’s certificate of 
disability for higher rates; 70 days’ 
service or more for lower rates. 














Length*® of 


l service 
quired. 


re- 





(June 2, 1930; Public Law 269, 
74th Cong., Aug. 18, 1935; Public 
| Law 541, 75th Cong., May 24, 1938; 





sec. 1, Public Law 144, 78th Cong., 





| July 13, 1943, Public Law 242, 78th 
| Cong., M 1, 1944; 38 U. S. C. 
| 365, 365a, 365b, 365c, 368, 370a, 727.) 


Limitations as to date of 


War with Spain, Apr. 21, 1898, to 
service, 


Apr. 11, 1899. 
| Philippine Insurrection, 
1899, to July 4, 1902. 
As to veterans only, service in 
Moro Province to July 15, 1903. 
Boxer Rebellion, June 16, 1900, to 
May 12, 1901. 

Continuous service in Spanish- 
American War, Philippine In- | 
surrection or China Relief Ex- 
pedition included although 
part thereof extended into | 
Philippine Insurrection or 
China Relief Expedition. 

(June 2, 1930; Public Law 541, | 

| 75th Cong., May 24, 1938; Public 

Law 269, 74th Cong., Aug. 13, 

1935; Public Law 242, 78th Cong., 

Mar. 1, 1944; Public Law 594, 76th 

Cong., June 11, 1940; sec. 1, Public | 

Law 144, 78th Cong., July 13, 1943; | 

38 U.S. C, 368, 35la, 727, Regula- | 

| tions and Procedure. Regulation | 
| 2000 (B), 2001 (B), 2002 (B).) | 
Honorable discharge. The honor- | 
able discharge must be from all | 
periods of service in the particular 
war concerned. 

(June 2, 1930, Public Law 269, 
74th Cong., Aug. 13, 1935, Public 
Law 541, 75th Cong., May 24, 
1938; Public Law 242, 78th Cong., | 
Mar. 1, 1944, sec. 1, Publie Law 
144, 78th Cong., July 13, 1943, 38 
U.S. C. 35la, 365, 365b, 368, 727.) 


Apr. 


12, 











Requirements re dis- 
charge. See footnote. 








War with Spain, Philippine Insurrection, and Boxer Rebellion ! 





Except as to veterans aged 62 receiv- 
ing $15 or less, no payment if income 
exceeds $1,000, if single, or $2,500 if 
married or if person has minor children. 
In determining annual income, pay- 
ments of war risk insurance, U. 8. 
Government life (converted) insurance, 


national service life insurance, pay- 
ments under World War Adjusted 
Compensation Act, Adjusted Com- 
pensation Payment Act, 1936, and 


compensation for overtime in Federal 
Government or municipal government, 
District of Columbia employment, not 
considered. See Regulations and Pro- 
cedure, Regulation 1228 (B). 

(Par. Ua, pt. IT], Veterans Regula- 
tion 1 (a), 103, Public Law 844, 
74th Cong., June 29, 1936, Public Law 
667, 77th Cong., July 11, 1942; sec. 608, 
Public Law 106, 79th Cong., June 30, 
1945: 38 U. 8. C ch. 12, Veterans 
Regulations 

Villful misconduct or vicious habits bar 
pension 

(Public Law 439, 78th Cong., 
7, 1944; 38 U. S. C., ch. 12, Veterans 

tegulations 


see 


Sept. 


9 
} 


90 days’ service or more; discharge under 
conditions other than dishonorable less 
90 days’ service if discharged surgeon’s 
certificate of disability and had active 
service before cessation of hostilities. 

(Par. 1 (a), pt. III, Veterans Regu- 
lation 1 (c 1503, Public Law 346, 
78th Cong., June 22, 1944) 38 U. 8. 


697¢c, ch. 12, Veterans Regulations.) 


, (sec 


War with Spain, Apr. 21 to Aug. 
Philippine Insurrection, Aug 
to July 4, 1902. 


2, ISOS. 


i 
13, 1898, 


Service in Moro Province to July 15, 
1903 
Boxer Rebellion, June 20, 1900, to May 
12, 1901. 

Must have had actual participation 
in Philippine Insurrection or Boxer 
Rebellion. 

(Pt. III, Veterans Regulation 1 (a), 

38 U. S. C., ch. 12, Veterans Regula- 
tions.) 


Discharge under conditions other than 
dishonorable. 

(Par. 1 (a), pt. III, Veterans Regula- 
tion 1 (a), 1 (ce), (sec. 1503, Public Law 
346, 78th Cong., June 22, 1944) 38 U.S. 
C. 697¢c, ch. 12, Veterans Regulations.) 


nn nee LEE EEEUEEEEES ERED 


See footnotes at end of table, p. 11. 
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Abstract of House Committee Print No. 173, 81st Cong.—Continued 
WIDOWS AND CHILDREN 


Subject....- Se ietinabcae’ War with Spain, Philippine Insurrection, and Boxer Rebellion! 

SN Bi crac ates | Service pension laws in effect Mar. | Public Law 2, 73d Cong., Mar. 20, 1933, 
19, 1933, reenacted by Public Law | and Veterans Regulations, as modified 
269, 74th Cong., Aug. 13, 1935, as or amended; Public Law 144, 78th 
modified or amended; Public Law Cong., July 13, 1943; Public Law 346, 


144, 78th Cong., July 13, 1943 
Public Law 242, 78th Cong., Ms r. 
1, 1944; Public Law 280, 78th 


78th Cong., June 22, 1944; Public Law 
242, 78th Cong., Mar. 1, 1944; sec. 608, 
Public Law 106, 79th Cong., June 30, 
673, 79th Cong., 


Cong., Apr. 1, 1944; Public Law | 1945; Public Law 
611, 79th Cong., Aug. 7, 1946;; Aug. 8, 1946. 
Publie Law 662, 79th Cong., Aug. 

79th 


8, 1946; Public Law 673 
























Cong., Aug. 8, 1946; Public Law 
| 270, 80th Cong., July 30, 1947. 
Rates | 
Widow only...........| Widow, under age 65, no child $48 | Widow, no child : ; $15 
| 65 years or over S48 
| Wife during service $60 | 
Widow with children_.| Widow, 1 child, widow’s rate Widow, 1 child jee $20 
| plus $7.29 ‘ $55.20; | Each additional child 
| $55.20; $6 Pt. III, Vet sR 
Each additional child . is amended: 38 U. S. ¢ 
May 1, 1926, Public Law erans Reguilat Public Law 673, 
| 74th Cong., Aug. 13, 1935; Public 79th Cong., Aug. 8, 194¢ 
Law 144, 78th Cong., July a 
| 1943, 38 U. S. C. 364, 368, 727; 
| Publie Law 242, 78th Cong., Mar 
| 1, 1944; Public Law 611, 79th 
| Cong., Aug. 7, 1946; Public Law 
| | 270, 80th Cong., July 30, 1947. 
Children’s rate... _- ._.| No widow, 1 child (to age No widow 
} 16) 4 $55. 20 } eniid....<- a ee ee $12 
| Each additional child (to ae ae i, 
| } age 16) 7. 20 3 children jal 20 
1 child (age 16 or over 25. 92 Each additional child 2 
2 children (age 16 or over 38. 88 Pt. II, Veterar tegulation 1 (a), 
3 children (age 16 or over) 51. 84 is amende« 8 U. S. C., ch. 12, Vet- 
| Each additional child (age 16 erar Regulations; Public Law 673, 
} or over) 5. 76 79th Cong., Aug. 8, 194¢ 
| May 1, 1926; Public Law 269, 
74th Cong., Aug. 13, 1935; sec. 1, 
| Public Law 144, 78th Cong., July 
| 13, 1943; Public Law 483, 78t! 
Cong., Dec 14, _1944 aU. By 4. 
| 64a, 368, 504, -P ub lic Law 611, 
79th Cong., Aug 7, 1946; Public 
Law 662, 79th Cong., Aug. 8, 1946; 
| Public Law 673, 79th Cong., Aug 
| &, 1946; Public Law 270, 80th 
Cong., July 30, 1947 
Veteran’s service........| 90 days or more, honorable dis- | 90 days or more, discharge under con- 
charge ? less 90 days, if discharged ditions other than dishonorable $ less 
| surgeon’s ct rtificate of disability; 90 days’ service, if discharged surgeon’s 
Spanish-American War, dates, certificate of disability, in active service 
| Apr. 21, 1898, to Apr. 11, 1899, before cessation of hostilities; Spanish- 
Philippine Insurrection, Apr. 12, | American War dates Apr. 21, 1898, to 
1899, 7 July 4, 1902; Boxer Rebel- Aug. 12, 1898; actual participation in 
| _lion, June 16, 1900, to May 12, 1901. Philippine Insurrection, Aug. 15, 1898, 
| Continuous service in Spanish- | to July 4, 1902, or to July 15, 1903, in 
American War, Philippine Insur- | Moro Province, or in Boxer Rebellion, 
} rection and Boxer Rebellion, in- | June 20, 1900, to May 12, 1901. 
| cluded although part thereof | (Pts. I, III, Veterans Regulation 1 
| 


extended into Philippine Insur- (a), as amended; sec. 1503, Public Law 
346, 78th Cong., June 22, 1944; 38 
U.S. C. 697¢, ch. 12, Veterans Regula- 
tions.) 


| 
rection or Boxer Rebellion | 
| (May 1, 1926; Public Law 269, | 
|} 74th Cong., Aug. 13, 1935, Public | 
Law 594, 76th Cong., June JJ, | 
1940; sec. 1, Public Law 144, | 
78th Cong., July 13, 1943; m7 


U. 8. C. 364a, 368, 351a, 727.) 


See footnotes at end of table, p. 11. 
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Abstract of House Commitiee Print No. 173, 81st Cong.— Continued 


WIDOWS AND CHILDREN—Continued 


Subject - - - - 5 War with Spain, Philippine Insurrection, and Boxer Rebellion ! 


Marriage date of veteran_| Prior to Jan. 1, 1988. No pension or | Prior to Sept. 1, 1922. No pension or 


increase of pension hereafter al- increase of pension hereafter allowed 
lowed unless there was continuous | unless there was continuous cohabita- 
cohabitation from date of marriage | tion from date of marriage to date of 
| to date of veteran’s death except | veteran’s death except where there wa 
| Where there was a separation due a separation due to misconduct of or 
to misconduct of or procured by procured by veteran without fault of 
veteran without fault of widow. | widow. 
Dependent unremarried widow, (Par. V, Veterans Regulation 10, 
married to veteran subsequent to as amended, Public Law 242, 78th 
Dec. 31, 1937, age 60 years or over, | Cong., Mar. 1, 1944; 38 U. 8. C. 364h, 
if married to veteran 10 or more ch. 12, VeteranS Regulations.) 


years prior to his death, lived with | 

him continuously from date of 

marriage to date of death except 

where there was a separation due 
| to misconduct of or procured by 

veteran without fault of widow. 
| (May 1, 1926; Public Law 269, 
74th Cong., Aug. 18, 1935; see. 1, 
Public Law 144, 78th Cong., July 
13, 1943; Public Law 242, 78th 
Cong., Mar. 1, 1944; 38 U. S. C 
34a, 368, 364h, 727; Public Law | 
762, 80th Cong., June 24, 1948.) | 
Income restrictions ..| None ibteciobe Payment may not be made to any un- 
married person whose annual income 
exceeds $1,000, or to any married person 
or any person with minor children 
whose annual income exceeds $2,500. 
In determining annual income, pay- 
ments of war-risk term insurance, 
U. 8. Government life (converted) in- 
surance, national service life insurance, 
payments under World War Adjusted 
Compensation Act, as amended, Ad- 
justed Compensation Payment Act, 
1936, as amended, and compensation 
for overtime in Federal Government 
or municipal government, District of 
Columbia, employment may not be 
considered. 

(Par. II (a), pt. III, Veterans Regu- 
lation 1 (a); sec. 403, Public Law 844, 
| 74th Cong., June 29, 1936; sec. 60s, 





| Public Law 106, 79th Cong., June 30, 
| 1945; 38 U. 8. C. ch. 12, Veterans 
Regulations.) 

Remarried widows ..| Remarried widow (married to vet- | Right of widow terminated upon her re- 
eran prior to Jan. 1, 1938) restored marriage and such right may not be re- 
to roll upon termination of mar- vived. 

| riage by death, or divorce on any (Par. IV (a), pt. I, Veterans Regula- 
ground except adultery on part of | tion 2 (a); 38 U.S. C., ch. 12, Veterans 
wife. Pension not payable to} Regulations.) 


widow (married to veteran after | 
Dec. 31, 1937, and for 10 or more 
years) who has remarried either | 
once or more than once since the 
death of the veteran, and upon re- | 
marriage of such widow her pen- | 
sion terminates. | 

(May 1, 1926, 38 U. S. C. 364a, 
Public Law 762, 80th Cong., June | 
24, 1948.) 

If pension granted to child under 16, 
or helpless, same may not be re- 
sumed to widow until pension to | 
child terminates unless ehild is 
member of her family and cared 
for by her. 

(May 1, 1926, Public Law 269, | 
74th Cong., Aug. 13, 1935, Public | 
Law 242, 78th Cong., Mar. 1, 1944, 





38 U.S. C. 364a, 368.) 

Misconduct of widows. The open and notorious adulterous | No provision. However, if offense com- 
cohabitation of a widow operates | mitted prior to enactment of Public 
to terminate her pension from the | Law 2, 73d Cong., Mar. 20, 1933, no 
commencement of such cohabita- | benefits payable thereunder. 
tion | (Sec. 11, Public Law 2, 73d Cong., 

(Aug. 7, 1882, Public Law 269, | Mar. 20, 1933, 38 U. S. C. 711, note 
74th Cong.; Aug. 13, 1935, 38 U.S. | 717.) 


C. 199, 368.) 


See footnotes at end of table, p. 11. 
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Abstract of House Committee Print No. 173, 81st Cong.—Continued 


WIDOWS AND CHILDREN—Continued 





















































Subject -_-.--_. 4 War with Spain, Philippine Insurrection, and Boxer Rebellion ! 
Eligibility of children child of veteran, under Pension payable to a person unmarried 
Cc born before ind under age 18, unless prior to age 
e of their parents, if ac- 18, such person | become perma- 
knowledged by father before or nently incapable of self-support by 
after marriage, deemed legitimate. reason of mental or phy 1 defect; or 
Pension payable to child 16 years if over 18, while pursuing a course of 
or over if child was insane, idiotic, tio ) d educational 
or otherwise physically or men- t but not bevond age 21. In 
tally helpless at age 16 and helpless ecitin ld: child 1 ly 
condition exists at date of fili 1 I ber of n’s 
claim. Pension continues while ‘ te i, as to 
during life of child, but 0 vledgt t 
discontinued on marriage of help- vritin i " 
le child (Public Law 280, 78th ordered 0 ( i to 
Cong., Apr. 1, 1944 child’s support is been, pricr to 
Rev. Stat. 4704, 38 1 5. C. 37, his death, jue ed to be t 
202, Regulations and Procedure, father of the child, or therw 
Regulation 2512 (C), 2502 (B ie t to t 
From July 13, 1948, pension } ble \ A Tai ) 
to a person unmarried ler ‘ ‘ t j 
| i 18, unles rior to a uch ‘ y Regulati 
person has hecome pe nently } c. 7. Publie Law 144 
incapable ef seli-support t on ful (3; 38 U. S. ¢ 
of mental or phy 1 defec or if ns | lation 
over 18 while pur I i cour f 
nstruction | rove 
tional instit wo ond 
21. Includes legitimate c} 
( legally 
if member of 
illegitimate 
if acknowledg 
ing or if he 
ordered or decree: 
to child’s su 
prior to his ' 
creed to b ther of the child, 
or if he i s¢ shown by evi- 
dence sat y tothe Admir 
trate yf n Affair to he 
the putative father of the child 
secs. 1, 7, Public Law 144, 7st! 
Cor July 13 t aU, 8. 4 
727 12, Veterar culation 
Apportionment A prescribed by istrat As prescrit } 4 
where child or « en not in hild or childre not in custody ¢ 
custody of widoy “ \ 
‘ Public Law 866, 7 ec. 3, Public I 866, 76th ¢ 
Con Oct. 17. 1940; 38 1 Ss. ( Oct. 17, 1940; 38 ( 40) 
0 
Sec. 1, Public Law 662, 79th C 8, 1946. provides, with certain exceptions, that the pensior 
single veterans without depender furnished hospital treatment, institutional or domiciliary care 
by the Veterans’ Administration, ll continue without reduction until the first day of the seventh mont! 
If treatment extends beyond that period the pension, if less than $30, shall « t i thout reduction, but 
if greater than $30 per month shall not exceed 50 per centum of the ar 1 ble or $30 per month, which 
ever is greater. Amounts withheld are payable upon termination of itme ul to ce ondit 
Rate for condition of helplessness or blindness or a condition requiring regular 1 and attendance 


payable, even though veteran has dependents, while he is maintained in a V« 
and receives such aid and attendance in kind (Regulations and Procedure, 
2108 

2 Under sec. 1, Publie Law 144, 78th Cong., July 13, 1943, the administrat 
provisions of Public Law 2, 73d Cong., Mar. 20, 1933, and Veterans Regulations 




















made applicable to benefits provided under service pension laws as reenacted c Law 269 yng 
Aug. 13, 1935, as amended (38 U.S. C. 3568, 

With certain exceptions, discharge or dismissal of any person by reason of sentence of general court mar- 
tial from military or naval forces or discharge on ground he was a conscie yector wh ised to 
form military duty or refused to wear uniform or otherwise to comply with lawful orders of competent mil 
tary authority, or as a deserter, or of an officer by acceptance of his resignation for the good of the service 
bars all rights of such person based upon period of service from which he is so discharged or dismissed under 
any laws administered by the Veterans’ Administration This provision is not applicable to war risk, 
Government (converted), or national service life insurance policies (sec. 300, Public Law 346, ig., 
June 22, 1944, 38 U.S. C. 698¢) 

4 Under sec. 1, Public Law 144, 78th Cong., 1943 (38 U.S. C. 727), the admir 
and regulatory provisions of Publie L 2,7 , Mar. 20, 1933, and Veterans | Mi 
hereafter amended made applicable to benefits provided by service pension laws ree! V 
269, 74th Cong., Aug. 13, 1935 (88 U.S. C. 368 W here solely as result o tior 1 





in par. VI, Veterans Regulation No. 10 series, as amended by sec. 7, Public Law 144, 
1943, the child of a deceased veteran, Spanish-American War, Philippine Insurrect 
entitled to benefits under service pension acts reenacted by Public Law 269, 7 
service pension at rates provided in Public Law 484, 73d Cong., June 28, 1934, as now 
payable These rates as set forth in Public Law 483, 78th Cong., Dec. 14, 1944, were 
by Public Law 662, 79th Cong., Aug. 8, 1946; and a further 20 percent by Public Law 
30, 1947, 
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Fesruary 14, 1951. 
To: Assistant Administrator for Legislation. 
From: Assistant Administrator for Claims. 
Subject: H. R. 315, Eightyv-second Congress. 

1. Reference is made to the informal request from your office for an estimate 
of cost of H. R. 315, Eighty-second Congress which is identical with H. R. 6374, 
Kighty-first Congress. 

2. Widows and children of deceased veterans of the war with Spain, the Philip- 
pine Insurrection, or the Boxer Rebellion, who are currently receiving the rates 
authorized by subparagraph III (a), part III, Veterans Regulation No. 1 (a), as 
amended, would be entitled to higher rates of pension provided they could meet 
the conditions outlined in section 1 of this proposal. It is estimated the depend- 
ents of approximately 180 deceased veterans would be eligible to the higher benefits 
during the fiscal year 1952 at an approximated cost of $72,000. This must be 
considered a minimum cost for dependents inasmuch as the estimate does not 
include widows or children presently barred by income from receiving a pension, 
nor any widow who might otherwise be entitled to pensicn under part III but who 
married the veteran after September 1, 1922. 

3. Under current laws entitling veterans of the Spanish-American War, the 
Philippine Insurrection, or the Boxer Rebellion to pensions, there will be an 
approximate average during the fiscal year 1952 of 850 veterans on the rolls 
who had 90 days’ or more service and will be receiving less than $90 monthly. 
Based upon the assumption that all of these veterans will receive increases in 
pensions to the $90 minimum rate proposed in section 2 of H. R. 315, Kighty- 
second Congress, the first years’ cost would approximate $254,000. It is not 
expected that there will be any veterans who had 70 days’ but less than 90 days’ 
service who, under existing legislation, will be receiving less than $60 in the fiscal 
vear 1952. 

1. The amounts quoted in paragraphs 2 and 3 of this memorandum cannot be 
considered as a representative cost of the bill since it does not include pensions 
for any veterans or dependents of deceased veterans who presently have no 
entitlement under any law. Inasmuch as there are approximately 25,000 living 
veterans and unknown numbers of dependents of deceased veterans of the Spanish- 
American War, the Philippine Insurrection, or the Boxer Rebellion who are not 
currently receiving compensation or pension, it is believed the liberalizing pro 
posals set forth in section 1 of this bill might result in a cost many times greater 
than the additional cost quoted for beneficiaries presently entitled to pensions. 
Wituis Howarp. 


For the convenience of the Members the following is the text of 
the law which would be repealed by section 5 of the bill: 


SUBPARAGRAPH I (g) oF Part III, VETERANS REGULATION NUMBERED 1 (a) 


Any veteran of the Spanish-American War over sixty-two years of age, (1) who 
meets the other requirements of part III, or (2) who was on the pension rolls 
March 20, 1933, shall be entitled to receive a pension in the amount of $15 
monthiy, except that under (2) the pension being paid to the veteran on March 
20, 1933, shall be continued in the same amount if it was less than $15 per month, 


SUBPARAGRAPH I (h) or Part III, Veterans REGULATION NUMBERED I (a) 


Any veteran of the Spanish-American War, Boxer Rebellion, or Philippine 
Insurrection who is 50 per centum disabled, and who meets the other requirements 
of part III, shall be paid a pension of not less than $15 per month. 


SuBPARAGRAPH III (a) or Part III, Vererans REGULATION NUMBERED | (a) 


The surviving widow and/or child or children of any deceased person who served 
in the active military or naval service during either the Spanish-American War, 
the Boxer Rebelion, or the Philippine Insurrection, and whose service therein 
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was as defined by part III, paragraph I hereof, shall be entitled to receive a pension 


at the monthly rates specified next below: 


Widow but no child 
Widow and one child_- 
(With $3 monthly for each additional child.) 
No widow but one child 
No widow but two children_ 
(qually divided.) 
No widow but three children __ 
(Equally divided; with $2 monthly for each additional child; t 


to be equally divided.) 


au 


iount 
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RENEWAL OF 5-YEAR LEVEL-PREMIUM-TERM INSUR- 
ANCE FOR WORLD WAR I VETERANS 


JuNe 25 (legislative day, June 21), 1951.—Ordered to be printed 


Mr. Geor@e, from the Committee on Finance, submitted the following 
REPORT 
{To accompany H. R. 1072] 


The Committee on Finance, to whom was referred the bill (H. R. 
1672) to amend the existing law to provide the privilege of renewing 


iring 5-year level-premium-term policies of United States Govern- 
a life insurance, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 
By virtue gf this act, the C ommittee on Finance accepts the report 
of the Committee on Veterans’ Affairs which is as follows: 


EXPLANATION OF THE BILL 


This bill provides that at the expiration of any 5-year period 
World War I veteran may renew his United States Government life- 
insurance policy for an additional 5-year period at the premium rates 
for the attained age without a medical examination. 

Since the enactment of the original law, four extensions have been 
made of 5 years each to permit World War I veterans to continue 
their 5-year level-premium-term policies. The present bill would 
make unnecessary any additional legislation on this point by the 
Congress, since renewal would be permitted at the expiration of each 
preceding 5 5-year term. 

Hearings were held on this bill by a subcommittee, at which time 
testimony was received from the Veterans’ Administration, as well as 
the American Legion and the Veterans of Foreign Wars. The 
Disabled American Veterans submitted a letter in support of the 
proposal. 

No additional cost to the Federal Government will accrue as a 
result of the passage of this legislation, but such cost, if any. would 
be borne by the United States Government life-insurance fund. 
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The report of the Veterans’ Administration thereon follows: 


VETERANS’ ADMINISTRATION, 


Washington 25, D. C., April 9, 1951. 
Hon. Joun E. RAankKIN, 


Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Rankin: This is in reply to your request for a report by the Veterans’ 
Administration on H. R. 1072, Eighty-second Congress, a bill to amend the existing 
law to provide the privilege of renewing expiring 5-vear level-premium-term 
policies of United States Government life insurance. 

The purpose of the bill is to amend the second proviso of the first paragraph of 
section 301 of the World War Veterans’ Act, 1924, as amended, to authorize 
renewal of United States Government life insurance on the 5-year level-premium- 
term plan for successive 5-vear periods at the premium rate for the then attained 
age of the insured, without medical examination. Under existing law such insur- 
ance may be renewed for a second, third, fourth, or fifth 5-vear period. 

In what has been considered to be in the best interests of veterans and as a 
matter of service to them, the Veterans’ Administration has not favored legislation 
to permit the renewal of term insurance at periodic intervals. In fact, the Vet- 
erans’ Administration has consistently taken the position that conversion of term 
insurance to a permanent plan should be effected as soon as the insured’s economie 
condition will permit because it is noi to the advantage of insureds to defer such 
action due to the increasing premium rates which may become prohibitive at 
older ages. This has been amply demonstrated by the experience of insureds who 
continued to renew United States Government life insurance on the term plan. It 
is believed that if unlimited renews's were permitted by the enactment of this 
legislation, the result would be to induce holders of term policies to postpone 
conversion and continue their protection on a term basis. 

All United States Government life-insurance policies include a provision grant- 
ing benefits on account of total permanent disability, without limit as to the age 
before which disability must occur, for which no additional premium is charged. 
The probability of becoming totally disabled increases with advancing age and 
at the older ages practically becomes a certainty. The liability assumed on 
account of the disability provision must be met from what would otherwise be 
considered as surplus earnings if no disability provision were included in the 
policy. It is, therefore, necessary to accumulate from these earnings a fund which 
will be sufficient to provide for the liability assumed. The margins available for 
this purpose are smaller under the 5-year level-premium-term plan than under 
any of the other plans of converted insurance. The longer the holders of this 
plan of insurance are permitted to continue their insurance on the term basis, 
especially if evidence of insurability is not required, the more difficult it will be 
to make provision for the liability assumed on account of the disability provision. 
In the case of the older policyholders, it will be impossible to make provision for 
this liability from their own contributions. 

Sound insurance underwriting requires that safeguards should be established 
to minimize the chances for adverse selection. Commercial life-insurance com- 
panies grant total disability protection only to persons in a preferred classification 
as to risk and the protection generally ceases when the insured attains the age of 
60 years. Under United States Government life insurance there is no restriction 
as to the classification of risk or limit as to the age before which disability must 
occur and no age limit for the granting of new insurance. If the holders of 5-yvear- 
term insurance policies are permitted to renew their insurance on this plan without 
requiring evidence of insurability, it is evident that the adverse selection will be 
great and that the burden of this adverse selection will fall upon the other policy- 
holders. 

The United States Government life-insurance fund is a trust fund created and 
owned by the policyholders, the Government acting as administrator and trustee 
of the fund. In the administration of this fund the rights and interests of the 
great body of policyholders should he considered and protected. To grant special 
rights and privileges to one class of policyholders, known to contain a large per- 
centage of impaired risks, at the expense of the other policyholders, would be 
unjust and discriminatory. 

Whether insurance on a renewable term plan, even if available, would be 
desired by a large proportion of veterans is debatable. The experience under 
United States Government life insurance does not indicate that the majority of 
veterans prefer insurance on the term plan. Of the polievholders now carrying 
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the approximately half-million policies in force, only about 10 percent of those 
who could have had 5-year-term insurance now carry it on this plan despite the 
fact that the term policy is renewable without examination at the end of each 
5-year period up to a maximum of four renewals. 

It is estimated that the cost of the bill, if enacted, to the United States Gov- 
ernment life-insuranece fund would be about $20,000,000. This figure is founded 
upon the assumption that the bases underlying current reserves continue un- 
changed into the future. The cost to the ‘Military and naval insurance” appro- 
priation will be quite small, but cannot be accurately determined because it 
would depend in a great measure upon the amount of term insurance which 
would be dropped at the expiration of the fourth renewal period, rather than 
converted to a permanent plan. 

Because of the adverse effect which this proposal would have upon the United 
States Government life-insurance fund, it is my belief that enactment thereof 
would not serve the best interests of the policyholders for whom such fund is 
maintained, 

Advice has been received from the Bureau of the Budget that there would be 
no objection by that office to the submission of this report to the committee. 

Sincerely vours, 
O. W. CLaRK, 
De puty Administrator 
(For and in the absence of the Administrator 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets; new matter is printed in italies; existing law in which 
no change is proposed is shown in roman): 

Second proviso of first paragraph of section 301 of World War 
Veterans Act of 1924 (88 U.S. C. 512): 

Provided further, That at the expiration of any five-year period a five-vear level- 
premium-term policy may be renewed for a [second or third or fourth or fifth 
five-year period] successive five-year period at the premium rate for the attained 
age without medical examination; 

O 
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AID AND ATTENDANCE PENSION FOR NON-SERVICE- 
CONNECTED DISABLED VETERANS 


JUNE 25 (legislative day, Jung 21), 1951.—Ordered to be printed 


Mr. GrorGe, from the Committee on Finance, submitted the 
following 


REPORT 
{To accompany H. R. 3193] 
“OThe Committee on Finance, to whom was referred the bill (H. R. 
3793) to establish a rate of pension for aid and attendance under part 
of Veterans Regulation No. 1 (a), as amended, having considered 
the same, report favorably thereon without amendment and recom- 
mend that pe bill do pass. 


By virtug of this act the Committee on Finance adopts the report 
of the Committee on Veterans’ Affairs which is as follows: 


EXPLANATION OF THE BILL 


This bill seeks to provide a pension of $120 a month for veterans of 
World Wars I aad II and of the present conflict in those cases where 
an otherwise eligible veteran needs the regular aid and attendance 
of another person. It would also apply to a small number of the 
Spanish-American War veterans. The disability is of a non-service- 
connected type. Persons serving on and after June 27, 1950, and 
until such time as determined by the President or the Congress are 
covered by this proposal by virtue of Public Law 28 of the Eighty- 
second Congress. 

This rate is in line with the $120 rate provided under the service 
pension laws now enjoyed by veterans of the Spanish-American War 
who have the same condition. There is a difference in eligibility 
requirements, however; such veterans do not have any income limi- 
tations with which to comply, while veterans covered by this bill 
cannot have more than $1,000 annual income if single, or $2,500 if 
with dependents, in order to get the benefits of this proposal. 

The committee is of the belief that the veterans covered by this 
bill are by far the most meritorious of the non-service-connected- 
disability class. All of these men are either helpless or blind or so 
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nearly helpless or blind as to need the regular assistance of another 
person. 

It is estimated that during the first vear approximately 400 World 
War II veterans, 23,700 veterans of World War I, and 50 veterans 
of the Spanish-American War would be eligible for benefits under the 
bill at an additional cost for that vear of approximately $16,700,000. 
Because of unknown factors, it is not possible to estimate the number 
of veterans of the present conflict who would benefit from the bill 
during the first year, but it appears that the number would be small. 

The report of the Veterans’ Administration follows: 


VETERANS’ ADMINISTRATION, 
Washington 25, D. C., April 10, 1951. 
Hon. Joun E. RAankrIn, 
Chairman, Committee on Veterans’ Affatrs, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Rankin: This is in reply to your request for a report by the Vet- 
erans’ Administration on H. R. 3193, Eighty-second Congress, a bill to establish 
a rate of pension for aid and attendance under part III of Veterans Regulation 
No. 1 (a), as amended. 

The purpose of the bill is to establish a rate of pension under the provisions of 
part III, Veterans Regulation No. 1 (a), as amended, for any person who is or 
hereafter becomes, on account of age or physical or mental disabilities, helpless or 
blind or so nearly helpless or blind as to need or require the regular aid and 
attendance of another person. 

Under the mentioned part III veterans of World War I, World War II, the 
Spanish-American War, Philippine Insurrection, and Boxer Rebellion are eligible 
for pension based on permanent and total non-service-connected disability. 
Pension is payable to any such veteran who served in the active military or naval 
service for a period of 90 days or more during such wars and who was discharged 
therefrom under conditions other than dishonorable, or who, having served less 
than 90 days, was discharged for disability incurred in service in line of duty. 
The veteran must have been in active service before the cessation of hostilities and 
be suffering from non-service-connected permanent and total disability not 
incurred as a result of his own willful misconduct or vicious habits. The rate is 
$60 per month, except that where the veteran shall have been rated permanent 
and total and has been in receipt of pension for a continuous period of 10 years or 
reaches the age of 65 years and is permanently and totally disabled, the rate is 
$72 per month. Such pension is not payable to any unmarried person whose 
annual income exceeds $1,000 or to any married person or any person with minor 
children whose annual income exceeds $2,500. 

In addition to the foregoing rates of pension ($60 and $72) now authorized under 
part III, H. R. 3193, if enacted, would authorize a new rate of $120 per month 
to any person otherwise eligible under part III, who is or hereafter becomes on 
account of age or physical or mental disability, helpless or blind or so nearly help- 
less or blind as to need and require the regular aid or attendance of another person. 
Such pension would be payable to eligible persons from the date of receipt of claim 
therefor, but in no event prior to the first day of the second calendar month 
following enactment of the bill. It may be noted that since the overwhelming 
majority of veterans of the Spanish-American War group on the pension rolls 
receive pension under the service pension acts rather than under part III, it ap- 
pears that the bill is primarily concerned with World War I and World War II 
cases. 

The committee, in considering H. R. 3193, may be interested in knowing the 
period of time that elapsed between the termination of certain wars and the date 
benefits of this type were first afforded the veterans of such wars. A rate of pen- 
sion for veterans of the Civil War requiring the regular aid and attendance of 
another person was first provided for in the act of May 1, 1920 (41 Stat. 585; 
38 U.S. C. 270 et seq.), or 54 years after the termination of that war; and for 
veterans of the Spanish-American War, Philippine Insurrection, and Boxer 

tebellion in the act of May 1, 1926 (44 Stat. 382), as amended (38 U.S. C. 364 
et seq.), or 27, 24, and 26 vears, respectively, after the termination dates. As the 
committee knows, approximately 32 years have elapsed since the termination of 
hostilities in World War I and 4 years since the termination of hostilities in World 
War IT. 
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The matter of establishing a pension in the amount and under the conditions 
proposed by the bill involves a question of broad public policy. It is the view of 
the Veterans’ Administration that any revision of that ee is primarily for the 
consideration of and determination by the Congress. In this connection, it is 
deemed appropriate to invite attention to the President’s budget message for 
fiscal year 1952. The President, in discussing veterans’ services and benefits 
on page M 57, among other things, stated: 

“In the fiscal year 1952 e xpenditures for veterans’ services and benefits will be 
under $5,000,000,000 for the first time in 6 years. This results from a further 
decline in requirements for the readjustment of veterans of World War II. 

“During the coming years, because we shall need to maintain larger armed 
forces, virtually all our able-bodied young men may be required to serve their 
country in its military forces. Before many years, nearly all the population may 
be veterans or the dependents of veterans. 

“This means a profound change in the social and economic import of Govern- 
ment programs which affect veterans. It requires a clear recognition that many 
of the needs of our veterans and their dependents can be met best through the 
general programs serving the whole population. Therefore, in legislation directed 
particularly to the problems of servicemen and their dependents, we should 
provide only for those special and unique needs which arise directly from military 
service. We should meet their other needs through general programs of the 
Government,” 

It is estimated that the enactment of H. R. 3193 would affect in pce a 
400 veterans of World War II, 23,700 veterans of World War I, and 50 veterans 
of the Spanish-American War group, during the first year at an additional cost 
for that vear of approximately $16,700,000. 

Advice has been received from the Bureau of the Budget that there would be 
no objection to the submission of this report to your committee. 

Sincerely yours, 
O. W. CrarxK, 
Deputy Administrator 
(For and in the absence of the Administrator). 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule X XIX of the Standing Rules 
of the Senate, changes in existing law made by the bill are shown as 
follows (existing law “proposed to be omitted is enclosed in black brack- 
ets; new matter is printed in italics; existing law in which no change 
is proposed is shown in roman): 


PARAGRAPH I (F), Part III, Vererans ReGcuuaTion No. 1 (a) 


[(f) The amount of pension payable under terms of part III shall be $50 
monthly, except that where such veterans shall have been rated permanent and 
total and in receipt of pension for a continuous period of ten years or reach the 
age of sixty-five years, the amount of pension shall be $60 monthly: 9 Provided, 


That—J 
(NOTE,— Above rates increased to $60 and $72 respectively by Public Law 662, 79th Congress.) 


(f) The amount of pension payable under the terms of part IIT shall be $60 monthly, 
excepl— 

(1) That where an otherwise eligible person shall have been rated permanent and 
total and in receipt of pension for a continuous period of ten years or reaches the age 
of sixty-five years, the amount of pension shall be $72 monthly; 

(2) That where an ctherwise eligible person is or hereafter becomes, on account of 
age or physical or mental disabilities, helpless or blind or so nearly helpless or blind 
as to need or require the regular aid and attendance of another person, the amount of 
pension shall be $120 monthly. 

O 
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REMOVAL OF THE DEPENDENCY REQUIREMENT IN 
CONNECTION WITH CERTAIN WIDOWS’ PENSIONS 


JUNE 25 (legislative day, June 21), 1951.—Ordered to be printed 


Mr. Georaeg, from the Committee on Finance, submitted the following 


REPORT 
[To accompany H. R. 3549] 


—) 
“The Committee on Finance, to whom was referred the bill (H. R. 
5549) to modify eligibility requirements for payment of pensions to 
certain widows of veterans of the Civil War, Indian wars, and Spanish- 
WMMerican War, including the Boxer Rebellion and the Philippine 

durrection, having considered the same, report favorably thereon 

Hhout amendment and recommend that the bill do pass. 

3v virtue of this act the Committee on Finance accepts the report 
of the Comnfittee on Veterans’ Affairs, which is as foilows: 

4 


EXPLANATION OF THE BILL 


This bill is concerned with widows of veterans of the Civil War, Indian wars, 
and Spanish-American War (including the Boxer Rebellion and Philippine Insur- 
rection) who married the veterans concerned subsequent to varying marriage- 
delimiting dates prescribed by law for these wars. The bill removes the require- 
ment now in law that such widows must be dependent in order to obtain pensions. 
The basic test of depende ney is whether a widow has income sufficient to proy ide 
reasonable support. In determining dependency, certain income is disregarded 
such as money received from charitable sources. Dependency is generally found 
to exist in any case in which a widow has less than $80-a-month income, and this 
amount is further increased by $35 for each member of the family dependent 
upon her. These amounts are only guides and would rot be controlling in any 
case, particularly one in which large medical expenses are present. 

The present bill would continue the requirement, however, that the widow 
must be unremarried, at least 60 years of age, and have married the veteran 
10 or more years pxior to his death ard lived with him continuously from date 
of marriage to his death. The proposal does not in any way increase the present 
rates of pensions applicable to widows of the Civil War, the Indian wars, and the 
war with Spain. The widows’ monthly pension rates for these three wars are set 
forth below: 


Snanish- 


ndian wars : r 
Indian wa American War 


W idow . $36 $3) $48. 

Widow, age 70 . $48 

Widow who was wife during service $60 $60 

Widow, 1 child ...| $43.20; $55.20; $67.20 20; $55.20; $67 $55.20; $67.20, 
Each additional child. ‘ sini nga ae ‘ a $7.2 $7.20 


Dia 
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Widows who become eligible under this legislation would have to file a claim 
with the Veterans’ Administration even though they had previously filed for a 
widow’s pension and had had the claim rejected because of failure to prove 
dependency. In other words, the Veterans’ Administration will not be required 
to search its records to determine if previous claims can be paid under this 
proposal. 

No fixed estimate of cost can be given on this proposal, but the Veterans’ 
Administration advises that it is believed that the first year’s cost would be 
relatively insignificant. It should also be noted that, by eliminating the need for 
determining dependency, enactment of the bill would simplify the adjudication of 
the cases in question and would reduce the time necessary therefor. 

Hearings were conducted on H. R. 2993, FEighty-second Congress, which 
related to the dependency requirement for the mentioned Spanish-American War 
widows. As a result, the bill (H. R. 3549) herewith reported was introduced. 
For the information of the Members of the House, the report of the Veterans’ 
Administration on H. R. 2993 follows: 

VETERANS’ ADMINISTRATION, 
Washington 25, D. C., April 4, 1951. 
Hon. Joun E. RANKIN, 
Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. RAnkIN: This is with reference to vour letter of March 1, 1951, 
requesting a report by the Veterans’ Administration, relative to H. R. 2993, 
Eighty-second Congress, a bill to modify eligibility requirements for payment of 
pension to certain widows of veterans of the Spanish-American War, including the 
Boxer Rebellion and the Philippine Insurrection. 

The bill proposes to substitute income limitations for dependency as an eligi 
bility requirement for the payment of non-service-connected death pension to 
certain widows of veterans of the Spanish-American War, the Boxer Rebellion, 
and the Philippine Insurrection, pursuant to the act of June 24, 1948 (62 Stat. 645; 
38 U.S. C. 364 (i)). 

Pursuant to section 2 of the act of May 1, 1926 (44 Stat. 382), as reenacted by 
the act of August 13, 1935 (49 Stat. 614), and as amended (38 U. S. C. 364 (a)), 
non-service-connected death pension is payable to otherwise eligible widows, 
former widows, and children of veterans of the Spanish-American War, Philippine 
Insurrection, or Boxer Rebellion, who served for 90 davs or more, and were 
honorably discharged from service, or were discharged for, or died in service of, a 
disability contracted in service in line of duty, within certain specified periods. To 
be entitled to such pension, the widow, among other things, must have been 
married to the veteran prior to January 1, 1938. Current monthly rates of pension 
payable to such widows, former widows, and children are as follows: 


Widows and former widows : $48. 00 
Wife during service 60. 00 
Additional for each child 7. 20 
No widow 
1 child (to age 16) 55. 20 
each additional child (to age 16), total equally divided 7. 20 
1 child (age 16 or over) 25. 92 
2 children (age 16 or over) 38. 88 
3 children (age 16 or over) 51. 84 
each additional child (age 16 or over), total equally divided 5. 76 


The act of June 24, 1948, supra, liberalized the conditions of entitlement to 
such non-service-connected pension by providing an alternative marriage date 
applicable to those widows who married the veterans subs¢quent to December 
31, 1937. Section 1 of that act provides that the unremarried widow of a veteran 
of the Spanish-American War, Boxer Rebellion, and Philippine Insurrection, 
who is barred from the receipt of pension because her marriage to the veteran 
occurred subsequent to December 31, 1937, but who is otherwise entitled to 
pension under the act of May 1, 1926, as reenacted and amended, shall be en- 
titled to pension if she is dependent, has attained the age of 60 years, and married 
the veteran 10 or more vears prior to his death and lived with him continuously 
from the date of marriage to the date of his death except where there was a 
separation which was due to misconduct of, or procured by, the veteran without 
the fault of the widow. H. R. 2993, if enacted, would amend section 1 of that 
act so as to substitute the annual income limitations provided in subsection 1 (c) 
of the act of June 28, 1934 (53 Stat. 1068), as now or hereafter amended, for the 
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present dependency requirement. That subsection provides that the payment 
of non-service-connected death pension to widows and children of veterans of 
World Wars I and II is subject to an annual income limitation of $1,000 with 
respect to any widow without child, or to a child, and $2,500 with respect to a 
widow with a child or children. 

As indicated, in order to be entitled to pension under the act of June 24, 1948, 
the widows must be in ‘‘dependent”’ circumstances. The regulations of the 
Veterans’ Administration (R-1057) set forth the conditions presently employed 
for determining dependency under laws administered by the Veterans’ Admin- 
istration. Under that paragraph, determinations as to the dependency of a 
widow depend upon whether there is an income sufficient to provide for her 
reasonable support. This is not limited to bare necessities, and administrative 
determinations are guided by the facts and circumstances of the individual case. 
Consideration is given the obligations of the widow to provide maintenance for 
those members of her family whom she is under a moral or legal obligation to 
support. In determining dependency, certain items of income are disregarded, 
including pension or compensation under laws administered by the Veterans’ 
Administration and donations or assistance from charitable sources. 

The absence of any fixed income criteria in the present law defining dependency 
allows considerable latitude in examining the individual case. Dependency is 
held to exist when the monthly income from sources proper to consider, does not 
exceed $80 in the case of a widow alone. In addition, $35 is added for each addi- 
tional member of the family whose support is to be considered. These amounts 
are not controlling in any case but have been established for use only as prima 
facie evidence. These amounts are not applicable to those residing in a foreign 
country because the standards of living in some foreign countries are appreciably 
lower than in the United States. The bill would establish a fixed annual income 
criteria in dollar amounts for determining the dependency of widows, regardless 
of where they are situated. 

While the apparent purpose of the bill is to liberalize the conditions under 
which pension may be paid to a widow who is entitled to such benefits by reason 
of the act of June 24, 1948, it does not have the flexibility provided under existing 
regulations and could be more restrictive. It may be noted that under existing 
law and regulations, benefits are payable to a widow who is otherwise entitled 
from the date on which dependency arises, whereas under H. R. 2993, if enacted, 
no payments could be made for any portion of a calendar year during which year 
the widow’s income exceeds the applicable statutory limitation. Further, the 
bill would require an annual! redetermination of the dependency of the widow, 
which is not required under existing law. Pension benefits may be payable 
under existing regulations to a widow without child who has an income in excess 
of $1,0€0 or to a widow with child or children, with an annual income in excess of 
$2,500, if there are unusual expenses, such as medical or hospital expenses, which 
make such income inadequate for reasonable support and maintenance. H. R. 
2993, on the other hand, would preclude payment in such cases in view of the 
fixed-income limitations. 

In any event, the matter of establishing the basis upon which non-service- 
connected death pension shall be paid involves a question of broad publie poliey 
and it is the view of the Veterans’ Administration that any revision of that policy 
is primarily for the consideration of and determination by the Congress. 

Available statistics indicate that through fiscal year 1950 a comparatively 
small number of widows became eligible to pension under the provisions of the 
act of June 24, 1948, supra, and that very few were denied benefits because of 
failure to establish dependency. The latest available income data indicate further 
that the great majority of females 60 vears of age and over do not have monthly 
incomes in excess of $80 which, as previously pointed out, is the amount used as 
a prima facie guide in determining dependency of a widow without a child under 
the cited act. The number of widows 60 years of age and over who have minor 
children and might benefit by the proposed $2,500 limitation is considered to be 
comparatively small. It is believed therefore that the monetary effect of this 
bill, if enacted, would be negligible for fiscal vear 1952. 

Advice has been received from the Bureau of the Budget that there would be 
no objection to the submission of this report to vour committee. 

Sincerely yours, 
Cari R. Gray, Jr., Administrator. 
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CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 
brackets; new matter is printed in italics; existing law in which no 
change is proposed is shown in roman): 

Section 1 of the act of December 8, 1944 (38 U.S. C. 293): 


That the [dependent] unremarried widow of a Civil War veteran who is 
barred from the receipt of pension because her marriage to the veteran occurred 
subsequent to June 26, 1905, but who is otherwise entitled to such pension either 
under the Act of May 1, 1920 (41 Stat. 585), or under the Act of June 9, 1930 
(46 Stat. 528), shall be entitled to pension in her own right under Said Acts at the 
rates and under the conditions specified therein and to the additional pension 
provided for minor and helpless children in the Act of May 1, 1920, provided she 
married the veteran ten or more years prior to his death and lived with him 
continuously from the date of marriage to the date of his death except where there 
Was a separation which was due to misconduct of or procured by the veteran 
without the fault of the widow: Provided, That if pension has been granted to an 
insane, idiotic, or otherwise helpless child of the veteran or to a child or children 
of the veteran under sixteen years of age, the widow shall not be entitled to the 
pension authorized in this Act until the pension to the child or children terminates, 
unless such child or children be a member or members of her family and cared 
for by her; and when these conditions are fulfilled and the pension is granted 
to the widow, payment of pension to such child or children shall cease; except that 
in the event the amount being paid to such child or children is less than the amount 
authorized to the widow by this Act, then the difference between said amounts 
will be paid to the widow: Provided further, That no pension shall be payable 
under this Act to a widow under sixty years of age. 


Section 6 of act of March 3, 1927 (38 U.S.C. 381e): 


Sec. 6. The [dependent] unremarried widow of any person who rendered 
service as described in section 1 of this Aet, who is barred from receiving pension 
because her marriage to the veteran occurred subsequent to March 3, 1917, but 
who is otherwise entitled to pension under section 2 of this Act, shall be entitled 
to pension in her own right and to the additional pension provided for minor 
and helpless children in said section 2: Provided, That she has attained the age 
of sixty years, was married to the veteran ten or more years prior to his death, 
and livea with bim continuously from the date of marriage to the date of his death, 
except where there was a separation which was due to or procured by the veteran 
without the fault of the widow: Provided further, That if pension has been granted 
to an insane, idiotic, or otherwise helpless child of the veteran or to a child or 
children of the veteran under sixteen years of age, the widow shall not be entitled 
to the pension authorized by this section until the pension to the child or children 
terminates, unless such child or children be a member or members of her family 
and cared for by her; and when these conditions are fulfilled and the pension is 
granted to the widow, payment of pension to such child or children shall cease; 
except that in the event the amount being paid to such child or children is less 
than the amount authorized to the widow by this section, then the difference 
between said amounts shall be paid to the widow: Provided further, That any 
widow otherwise entitled to pension under this Act who has attained or who shall 
hereafter attain the age of seventy vears shall be entitled to and paid a pension at 
the rate of $40 per month: Provided further, That the widow otherwise entitled 
under this Act who was the wife of the veteran during the period of his service in 
an Indian war or campaign shall be entitled to and shall be paid a pension at the 
rate of $50 per month. Payment of pension or increase of pension at the rates 
provided in this section shall commence as provided in section 4 of this Act. 
Pensiov and increase of pension under this section shall not be paid to the widow 
who has remarried either once or more than once since the death of the veteran, 
and upon remarriage of such a widow her pension shall be terminated. 


Note.—The rates of pension set forth herein were increased 20 per centum by the act of January 19, 1948 
(38 U.S. C. 374a). 


Section 1 of the act of June 24, 1948 (38 U.S. C. 364i): 
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That the [dependent] unremarried widow of a veteran of the Spanish-American 
War, including the Boxer Rebellion and the Philippine Insurrection, who is barred 
from the receipt of pension because her marriage to the veteran occurred subse- 
quent to December 31, 1937, but who is otherwise entitled to such pension unde1 
the Act of May 1, 1926 (44 Stat. 382; 38 U.S. C. 364a), as reenacted by the Act 
of August 13, 1935 (49 Stat. 614; 38 U. S. C. 368), shall be entitled to pension 
in her own right under said Act, as amended, under the conditions specified therein 
(except date of marriage) and at the rate authorized by section 4 of the Act of 
August 7, 1946 (Public Law 611, Seventh-ninth Congress), as amended by the 
Act of July 30, 1947 (Public Law 270, Eightieth Congress), and to the additional 
pension provided for children under the Act of May 1, 1926, as amended, provided 
she married the veteran 10 or more years prior to his death and lived with him 
continuously from the date of marriage to the date of his death except where 
there was a separation which was due to misconduct of or procured by the veteran 
without the fault of the widow: Provided, That if pension has been granted to a 
child or children of the veteran, the widow shall not be entitled to the pension 
authorized by this section until the pension to the child or children terminates, 
unless such child or children be a member or members of her family and cared 
for by her; and when these conditions are fulfilled and the pension is granted to 
the widow, payment of pension to such child or children shall cease; except that 
in the event the amount being paid to such child or children is less than the amount 
authorized to the widow by this Act, then the difference between said amounts 
will be paid to the widow: Provided further, That no pension shall be payable 
under this section to a widow under sixty years of age. 


O 
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RENEWAL OF 5-YEAR LEVEL-PREMIUM-TERM 
INSURANCE FOR WORLD WAR II VETERANS 


JUNE 25 (legislative day, JuNE 21), 1951.—Ordered to be printed 


Mr. GeorGe, from the Committee on Finance, submitted the following 
REPORT 
[To accompany H. R. 4000] 


1 The Committee on Finance, to whom was referred the bill (H. R. 
—4()00) to amend subsection 602 (f) of the National Service Life In- 


SSurance Act of 1940, as amended, to authorize renewals of level- 
premium-term insurance for successive 5-year periods, having con- 
sidered ~" same, report favorably thereon without amendment and 
recommend that the bill do pass. 

By virtue of this act the Committee on Finance adopts the report 
of the Committee on Veterans’ Affairs which is as follows: 


EXPLANATION OF THE BILL 


The purpose of this proposal is to permit the renewal of any national service 
life insurance 5-year level-premium-term policy for successive periods of 5 years 
at the premium rate for the attained age and without medical examination. 

Under the present law, any such policy issued on the term plan before January 
1, 1948, may be renewed for an additional 5-year period. This bill provides that 
all term policies may be renewed every 5 years at the election of the insured and 
upon the payment of higher rates based upon attained age. No medical exam- 
ination would be involved. This bill is consistent in effect with the policy 
established by the Congress with respect to United States Government life term 
insurance, under which renewals have been authorized successively for a second, 
third, fourth, and fifth 5-year period. 

It is also consistent with the provisions of Public Law 23 of this Congress, 
which created a new system of insurance protection for veterans serving on or 
after June 27, 1959. Under the new section 621 of the National Service Life 
Insurance Act, as added by Public Law 23, persons granted term insurance after 
their discharge from service have the right to renew such insurance for successive 
5-vear-term periods. 

As indicated by the report of the Veterans’ Administration, the enactment of 
this bill would not involve any additional cost to the Government or to the national 
service life-insurance fund. 
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The report of the Veterans’ Administration follows: 


VETERANS’ ADMINISTRATION, 


Washingion 25, D. C., May 11, 1961, 
Hon. Joun E. Ranxrn, 


Chairman, Committee on Veterans’ Affairs, 
House of Representatives, Washington 25, D. C. 


Dear Mr. Rankin: This is in reply to your request for a report by the Veterans’ 
Administration on H. R. 4000, Eighty-seecond Congress, a bill to amend sub- 
section 602 (f) of the National Service Life Insurance Act of 1940, as amended, 
to authorize renewals of level-premium-term insuranee for successive 5-year 
periods. 

The purpose of the bill is to amend the first proviso of section 602 (f) of the 
National Service Life Insurance Act of 1940, as amended, to provide that at the 
expiration of any term period any national service life-insurance policy which 
has not been exchanged or converted to a permanent plan of insurance, may be 
renewed as level-premium-term insurance for a successive period of 5 years at 
the premium rate for the then attained age without medical examination, pro- 
vided the required premiums are tendered prior to the expiration of such term. 

The bill would remove the present restriction on renewal of national service 
life insurance issued on a term plan so that such insurance could be renewed for 
an unlimited number of 5-year periods. Under present law, any national service 
life-insurance policy issued on a 5-year level-premium-term plan before January 
1, 1948, and which has not been exchanged or converted to a permanent plan 
of insurance, may be renewed as level-premium-term insurance for an additional 
period of 5 years at the premium rate for the then attained age without medical 
examination, provided the required premiums are tendered prior to the expiration 
of the first term period. Such policies issued on or after January 1, 1948, may 
not be so renewed. 

In order to provide the Congress a factual presentation of the advantages of 
insurance on permanent plans as opposed to a continuation of term insurance by 
means of periodic renewals, it is believed the following information should be made 
available in connection with this proposal. 

Term insurance is a desirable form of protection for comparatively short periods 
of time when it is desirable to secure the maximum amount of insurance at the 
lowest premium rates at the attained age of the insured. Because of the increase 
in premium rates for each successive term, the cost of protection on a term plan 
becomes prohibitive as the insured becomes older. 

The level premium legal reserve system was devised in order to overcome the 
objections to the renewable term plan. Under this system the premiums are 
adjusted to provide for level premiums payable throughout the premium-paying 
period. During the earlier years the insured under this plan pays more than the 
amount of premium required under a term plan. Insurance on a permanent plan 
is more advantageous to the insured than insurance on a term plan for the reason 
that not only will the premiums never increase, but on the average the total 
amount of premiums which the insured will be required to pay will be less under 
the level-premium plan due to the interest earnings. 

The comparative results under these two systems may be shown by considering 
the insurance status at the end of 35 years of two veterans, A and B, now aged 25 
years, on the assumption that both veterans live to attain the age of 60 years. 
Veteran A takes out an ordinary life policy issued at age 25 for $10,000 paying 
thereon a level annual premium of $162.20 which will never increase during his 
lifetime. Veteran B takes out a 5-year term policy issued at age 25 for $10,000, 
and it is assumed for purposes of comparison that at the end of each 5-year period 
he is permitted to take out a new 5-year term policy at the premium rate for his 
attained age. The annual premium on this term policy during the first 5 years is 
$79.30. During the third 5-year period the insured will be required to pay an 
annual premium of $90, during the fifth 5-year period $117.20, and during the 
seventh 5-year period $209.50. 

At the end of the 35-year period, that is, at attained age 60, vertean A has an 
ordinary life policy under which there is a cash value of $4,823.30 or a loan value 
of $4,533.90. If he wishes to discontinue the payment of premiums he may secure 
a paid-up life policy in the amount of $7,234.40, or he may let his policy run under 
the extended-insurance provision, in which case his insurance protection will be 
automatically continued in the amount of $10,000 for an additional period of 17 
years and 52 days without the payment of any further premiums. If he desires 
to keep his policy in full force after attaining age 60 it may be continued until his 
death by the payment of the original annual premium of $162.20. 
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On the other hand veteran B, upon attaining age 60, has no cash, loan, paid-up 
or extended insurance values. If he desires to continue his insurance on the 5-year 
term plan it will be necessary for him to pay the increased annual premium 
required, which for ages 60 to 64, inclusive, is $307.80; for ages 65 to 69, inclusive, 
$470; and for ages 70 to 74, inclusive, $731.60. If veteran B, upon attaining age 60, 
desires to continue his protection under the level premium life plan it will be 
necessary for him to pay the premium at the ordinary life rate for age 60 which is 
$599.10 per year. 

An examination of the above figures and the comparative results under the two 
plans shows the advantage in an average case of placing insurance under one of 
the permanent forms of level premium life insurance at as early an age as possible 
thereby securing the maximum benefit from interest earnings. 

Whether insurance on a renewable term plan, even if available, would be desired 
by a large proportion of veterans is debatable. The experience under United 
States Government life insurance does not indicate that the majority of veterans 
prefer insurance on the term plan. Of the policyholders now carrying the approxi- 
mately half million policies in force, less than 10 percent of those who could have 
had 5-year term insurance now carry it on this plan despite the fact that the term 
policy is renewable without medical examination at the end of each 5-year period. 

The enactment of H. R. 4000, Eighty-second Congress, would not involve any 
additional cost to the Government, or to the national service life insurance fund, 
except that its passage might result in veterans carrying more insurance than they 
would otherwise, with consequent additional extra-hazard claims chargeable to 
the national service life insurance appropriation. 

Advice has been received from the Bureau of the Budget that there would be 
no objection to the submission of this report to your committee. 

Sincerely yours, 
CarL R. Gray, Jr., Administrator. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 
brackets; new matter is printed in italics; existing law in which no 
change is proposed is shown in roman) : 


Section 602 (F) or Purtic Law 801, SEVENTY-sixTH CONGRESS 


(f) Such insurance may be issued on the following plans: Five-year level pre- 
mium term, ordinary life, twenty-payment life, thirty-payment life, twenty-year 
endowment, endowment at age sixty, and endowment at age sixty-five. Level 
premium term insurance may be converted as of the date when any premium be- 
comes or has become due, or exchanged as of the date of the original policy, upon 
payment of the difference in reserve, at any time while such insurance is in force 
and within the term period to any of the toregoing permanent plans of insurance, 
except that conversion to an endowment plan may not be made while the insured 
is totally disabled. All level premium term policies, except as provided below, 
shall cease and terminate at the expiration of the term period: Provided, That at 
the expiration of the term period any national service life insurance policy [which 
was issued on a five-year level premium term plan before January 1, 1948, and] 
which has not been exchanged or converted to a permanent plan of insurance, may 
be renewed as level premium term insurance for Fan additional] a successive period 
of five years at the premium rate forthe then attained age without medical exam- 
ination, provided, the required premiums are tendered prior to the expiration of 
the first term period: Provided further, That in any case in which the insured is 
shown by evidence satisfactory to the Administrator to be totally disabled at the 
expiration of the level premium term period of his insurance under conditions which 
would entitle him to continued insurance protection but for such expiration, such 
insurance, if subject to renewal under this provision, shall be automatically re- 
newed for an additional period of five years at the premium rate for the then 
attained age, unless the insured has elected insurance on some other available 
plan. Provisions for cash, loan, paid-up, and extended values, dividends from 
gains and savings refund of unearned premiums, and such other provisions as may 
be found to be reasonable and practicable may be provided for in the policy of 
insurance from time to time by regulations promulgated by the Administrator. 


e) 
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EXTENDING THE AUTHORITY OF THE COMMITTEE ON 
LABOR AND PUBLIC WELFARE TO EMPLOY ADDI- 
TIONAL PERSONNEL 


a 


JuNet 27, 1951.—Ordered to be printed 


Mr. Hitt, from the Committee on Labor and Public Welfare, sub- 
mitted the following 


REPORT 


[To accompany S. Res. 143] 


~ * The Committee on Labor and Public Welfare, to whom was referred 


Senate Resolution 143, having considered the saine, report favorably 
thereon apes amendment and recommend that it do pass. 
The resolution reads as follows: 


Resolved, That the authority of the Committe: on Labor and Public Welfare, 
or-any duly authorized subcommittee thereof, under 5. Res. 215, Eighty-first 
Congress, agreed to February 9, 1950, authorizing the Committee on Labor and 
Public Welfare to employ additional personnel, is hereby continued until August 
31, 1952. 


O 
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TRANSFER OF LAND TO THE MARYLAND-NATIONAL 
CAPITAL PARK AND PLANNING COMMISSION 


June 27, 1951.—Ordered to be printed 


Mr. E.LLenper, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 
{To accompany 8. 752] 


The Committee on Agriculture and Forestry, to whom was referred 

e bill (S. 752) authorizing the Secretary of Agriculture to convey 

; rtain lands to the Maryland-National Capital Park and Planning 

Zs Spicsielen, having considered the same, report thereon with a 
~) me, rec ‘ommendation that it do pass without amendment. 

The bill authorizes the Secretary of Agriculture to transfer approxi- 
mately 32 tres to the Marvland-National Capital Park and Planning 
Commission to be used exclusively for public park, parkway, and 
playground purposes. The land is part of the former animal disease 
station of the Bureau of Animal Industry, United States Depart- 
ment of Agriculture, 18 acres of which have already been transferred 
to the Marvland commission for park purposes in accordance with 
Public Law 797, Seventy-fourth Congress. 

The 32-acre tract is included in the proposed Little Falls Branch 
Parkway, as approved by the Maryland-National Capital Park and 
Planning Commission. The United States is authorized to contribute 
one-third of the cost of the park lands for the parkway and to advance 
the other two-thirds to the Maryland commission in return for bonds 
which shall bear no interest for the first 8 vears. Thus the Federal 
contribution would be approximately 50 percent of the cost of the 
land, or the same contribution the United States would make if it 
sold the land to the Maryland commission at cae bald of the fair 
value under the Federal Property and Administrative Services Act 
of 1949. Enactment of S. 752 would eliminate considerable financial 
transactions between the Marvland commission and the United 
States Government which are not necessary or justified 

The proposed transfer is recommended and explained in reports 
from the Department of Agriculture, dated June 11, 1951, and the 
National Capital Park and Planning Commission, dated June 12, 
1951. The reports are attached hereto and made a part of this report. 
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DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
Washington, June 11, 1951, 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate. 

Dear SENATOR ELLENDER: This is in reply to your request of February 2 for a 
report on 8. 752, which authorizes the Secretary of Agriculture to convey certain 
lands to the Maryland-National Capital Park and Planning Commission. The 
approximately 32 acres which. would be transferred under the provisions of the 
bill are a part of the former animal disease station of the Bureau of Animal 
Industry, Agricultural Research Administration of this Department. Eighteen 
acres of the original 50-acre station were transferred to the’ Park and Planning 
Commission for park purposes by Public Law 797, Seventy-fourth Congress. 

Information which has been submitted to me points out the urgent need for 
expanding the area of the Bethesda-Chevy Chase recreation center. The 32 acres 
in question are immediately adjacent to the present recreation center and are 
ideally situated for this purpose. 

Transfer of the property could be made in accordance with the terms of this bill, 
or it could be transferred through the General Services Administration pursuant 
to a proviso of legislation effective June 10, 1948 (50 U. S. C. 1622 (h)), that 
surplus real property may be transferred to public bodies for parks and recrea- 
tional purposes at 50 percent of its fair value. These provisions were continued 
in force in the enactment of the Federal Property and Administrative Services 
Act of 1949 (Public Law 152, 81st Cong.). 

With the development of the Agricultural Research Center at Beltsville, Md., 
this property is no longer required by the Department, and thus we would have 
no objection to such plan for disposal if the Congress should determine it desir- 
able. 

The Bureau of the Budget advises that, from the standpoint of the program of 
the President, there is no objection to the submission of this report. 

Sincerely yours, 
CHARLES F. BRANNAN, 
Secretary. 





NATIONAL CAPITAL PARK AND PLANNING COMMISSION, 
Washington, D. C., June 12, 1951. 
Subject: Report on 8. 752. 
Hon. ALLEN J. ELLENDER 
Chairman, Committee on Agriculture and Forestry, 
United States Senate, Washington, D. C. 

Dear SENATOR ELLENDER: In response to your letter of June 8, 1951, I respect- 
fully submit to you a report on 8. 752, a bill authorizing the Secretary of Agri- 
culture to convey certain lands to the Maryland-National Capital Park and 
Planning Commission. 

The National Capital Park and Planning Commission has considered this bill 
and has voted to endorse it for the following reasons and subject to the amend- 
ments stated below: 

1. In accordance with Public Law 797, Seventy-fourth Congress (proposed by 
this commission in 1936), 18 acres of the 50-acre Animal Disease Station at 
Bethesda were conveyed by the Secretary of Agriculture to the Maryland-National 
Capital Park and Planning Commission and have since been developed intensively 
for recreational use. Also in accordance with the same law, the Secretary of 
Agriculture has granted a revocable permit to the Maryland commission for use 
of the remaining 32 acres. Such use, however, does not include the right to 
grade and develop the land for playfields and other recreational facilities. As a 
result of the extraordinary increase of population in the Bethesda area and the 
consequent saturation of the original 18-acre recreation center, the Maryland 
commission now seeks title to the remaining 32 acres. The proposed expansion 
appears to be entirely justifiable, particularly in view of the fact that the popula- 
tion increase has been greatly accelerated by the recent establishment of the 
National Institutes of Health and the National Naval Medical Center in the 
Bethesda area. 

2. This commission’s comprehensive plan for Washington and its environs calls 
for a future parkway along Little Falls Branch from Bethesda to the Potomac 
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River near the Dalecarlia Reservoir. Such a parkway would afford great relief 
to commuter traffic now concentrated on Wisconsin and Massachusetts Avenues 
and River Road. The northern portion would extend to the southern end of the 
property involved in 8. 752 and then fork, with one prong running along the 
southwestern edge of the parcel to connect the Glenbrook Road and the other 
prong running along the southeastern edge to connect with Leland Street. Sub- 
ject property therefore includes two vital links in the proposed parkway and thus 
should be reserved for this purpose. 

3. Authorization for Little Falls Branch Parkway was provided in the amend- 
ment to the Capper-Cramton Act approved August 8, 1946 (Public, 699, 79th 
Cong.), following which the Maryland-National Capital Park and Planning 
Commission approved a plat on October 16, 1946, incorporating the entire 32 
acres of subject property within the taking lines of the parkway. The Capper- 
Cramton Act authorizes the United States to contribute one-third of the cost 
of the park lands and to advance the other two-thirds to the Maryland commission 
in return for bonds which shall bear no interest for the first 8 years. Consequently, 
the effective Federal contribution is close to 50 percent of the whole cost. On the 
other hand, if subject property is conveyed to the Maryland commission without 
cost, as proposed in 8. 752, it can later be incorporated into Capper-Cramton 
park system without cost to either the United States or to Maryland. 

If the land were to be conveyed to the Maryland commission at one-half of its 
fair value under the Federal Property and Administrative Services Act of 1949, it 
would simply mean that the Maryland commission would pay such amount to 
the Administrator of General Services now and would at: later date be reimbursed 
an equivalent amount out of the United States Treasury under the Capper- 
Cramton Act. This would appear to be an unnecessary and unjustifiable compli- 
sation to an otherwise simple transaction. 

Furthermore, the Maryland commission has asserted that it lacks funds to 
purchase the land from GSA at the present time. If GSA were forced, as it will 
be under the Federal Property Act, to dispose of the property to a third party in 
the near future, the National and Maryland Commissions would later be in the 
embarrassing position of having to buy the land back for inclusion in Little Falls 
Branch Parkway, or else lose it altogether and along with it the vital links in the 
proposed parkway. 

For these reasons it is recommended that the 32 acres be conveyed to the 
Maryland commission now in accordance with the terms of S. 752. 


AMENDMENTS 


1. It is recommended that 8. 752 be amended by inserting the following sentence 
at the end of the present text: “The plans for development of these lands for park, 
parkway, or playground purposes shall be approved by the National Capital Park 
and Planning Commission.”’ The same stipulation was added to Publie Law 797, 
Seventy-fourth Congress, at the insistence of former Senator King and other 
Members of Congress. The proposed amendment would also provide additional 
assurance that (a) the land will be developed in harmony with the proposed park- 
way under the Capper-Cramton Act, and (6) the parkway routes will remain 
unobstructed meanwhile. 

2. It is recommended that all references to the Maryland-National Capital 
Park and Planning Commission be corrected to include the hyphen between ihe 
first two words in that Commission’s name in order to conform with the legal and 
corporate designation of that body. 

We have been advised by the Bureau of the Budget that there is no objection 
to the presentation of this report. 

Sincerely yours, 
A, E, Demaray, Acting Chairman. 


O 
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TRANSFER OF PROPERTY AT SHUMAKER, ARK. 


JuNE 27, 1951.—Ordered to be printed 


Mr. Exienper, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 
(To accompany 8S. 1403] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 1403) to authorize and direct the Secretary of Agriculture 
to transfer to the Department of the Navy certain property at Shu- 
maker, Ark., having considered the same, report favorably thereon 
and recommend that the bill do pass. 

The bill authorizes and directs the Secretary of Agriculture to 
transfer, without exchange of funds, to the Department of the Navy 
118 acres of land, which are situated within the boundaries of the 
United States Naval Ammunition Depot, Shumaker, 
County, Ark. 

S. 1403 was introduced by request of the Department of Defense 
in a letter addressed to Hon. Richard B. Russell, chairman of the 
Committee on Armed Services, dated April 23, 1951. The letter is 
attached hereto and made a part of this report. 

A favorable report from the Department of Agriculture, dated 
May 18, 1951, is also attached hereto as a part of this report. 


Calhoun 


ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., April 23, 1951. 
Hon. Ricaarp B. Russet, 
Chairman, Committee on Armed Services, 
United States Senate. 

Dear Mr. CuHarrMan: There is forwarded herewith a draft of proposed legis- 
lation to authorize and direct the Secretary of Agriculture to transfer to the 
Department of the Navy certain property at Shumaker, Ark. 

This proposed legislation is a part of the Department of Defense legislative 
program for 1951 and it has been approved by the Bureau of the Budget. The 
Department of Defense recommends that it be enacted by the Congress. 

Purpose of the legislation: This proposed legislation would authorize and direct 
the transter to the Navy Department by the Department of Agriculture of a 
parcel of land containing approximately 118 acres and located within the perimeter 
of the Naval Ammunition Depot, Shumaker, Ark., which has been occupied and 





2 TRANSFER OF PROPERTY AT SHUMAKER, ARK. 


used by the depot as an integral part thereof since June 23, 1945, under a rev- 
ocable permit. 

The parcel of land described above is already owned by the United States, 
having been acquired in connection with the tenant purchase program of the 
Farm Security Administration of the War Food Administration, at the time title 
to the lands comprising the United States Naval Ammunition Depot at Shumaker, 
Ark., comprising 68,000 acres, more or less, was acquired by condemnation pro- 
ceedings in December 1944. If title to this 118-acre parcelof land had not 
already been vested in the United States, it would have been included in the con- 
demnation proceedings inasmuch as it was completely surrounded by, and located 
at least a mile from the exterior boundary of, the depot lands. 

By letter of June 25, 1947, the Secretary of Agriculture approved the request 
of the Secretary of the Navy that the subject parcel of land be permanently 
transferred without reimbursement to the Navy Department and that such 
transfer be authorized by special legislation. 

Legislative references: None. 

Cost and budget data: Enactment of this legislation will not involve the 
expenditure of any funds. 

Department of Defense action agency: The Department of the Navy has been 
designated as the representative of the Department of Defense for this legislation. 

Sincerely, 
(Signed) Fri E. Larkin 


(For Marx Leva). 
Enclosure. 


DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
Washington, May 18, 1951. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate. 

Dear SENATOR ELLENDER: This is in reply to your request of April 28 for a 
report on 8. 1403, a bill to authorize and direct the Secretary of Agriculture to 
transfer to the Department of the Navy certain property at Shumaker, Ark. 

The bill would authorize the transfer, without exchange of funds, of a tract of 
land containing 118 acres, more or less, which is situated at least 1 mile within 
the exterior boundaries of the United States Naval Ammunition Depot, Shumaker, 
Calhoun County, Ark. Custody and control of the tract was granted to the 
Department of the Navy by a revocable use permit, dated June 23, 1945, which is 
effective for such period as the defense necessity therefor continues. 

The Farm Security Administration, a predecessor agency of the Farmers 
Home Administration, made a loan on November 17, 1938, to borrower, Bruce 
Simpson, for the acquisition of this property, under the authority provided in 
title I of the Bankhead-Jones Farm Tenant Act. Borrower Simpson abandoned 
the property in the fall of 1942, and title thereto was conveyed to the Government 
by a deed in lieu of foreclosure dated November 9, 1944. At the time of con- 
veyance the outstanding indebtedness against the property amounted to $3,279.21 
principal and $324.37 interest. In response to an inquiry from the Department 
of the Navy, the Assistant Secretary of Agriculture informed the Secretary of 
the Navy on June 25, 1947, that this. property could not be transferred to the 
Department of the Navy without reimbursement because of the provisions of 
the Surplus Property Act of 1944, as amended. That act provided that no 
Government agency could transfer funds, except under authority of law approved 
subsequent to June 21, 1944. 

The property which the Department of the Navy requests be transferred to its 
control is so situated that it cannot be used for the purposes of title I of the 
amended Bankhead-Jones Farm Tenant Act, nor can it be disposed of to any 
individual. It is understood that the Department of the Navy has found it 
impractical to reimburse the Department of Agriculture for the amount of the 
outstanding indebtedness. 

Under the circumstances this Department recommends that the bill be passed. 

The Bureau of the Budget advises that, from the standpoint of the program 
of the President, there is no objection to the submission of this report. 

Sincerely yours, 
CHARLES F. BRANNAN, Secretary. 


O 
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DISPUTE BETWEEN THE RAILWAY CARRIERS AND 
FOUR OPERATING BROTHERHOODS 


June a7. 1951.— Ordered to be printe 1 


— K z a 7 E = aie 
Mrx Humphtfpy, from the Committee on Labor and Public Welfare, 
— . 1 . 
- submitted the following 
REPORT 


together with the 


MINORITY VIEWS 


DISPUTE BETWEEN THE RAILWAY CARRIERS AND 
FOUR OPERATING BROTHERHOODS 


REPORT OF THE SENATE COMMITTEE ON LABOR AND 
PUBLIC WELFARE 


On February 22, 1951, the Committee on Labor and Public Welfare 
opened hearings in Washington, D. C., on the labor dispute between 
class I carriers by rail and four labor unions representing the operating 
employees of those carriers, namely, the Brotherhood of Railroad 
Trainmen (BRT), the Order of Railway Conductors (ORC), the 
Brotherhood of Locomotive Firemen and Enginemen (BLF&E), and 
the Brotherhood of Locomotive Engineers (BLE). Together, these 
organizations represent approximately 375,000, the great majority 
of railway operating employees. 

The operating employees are those who work on the trains while 
they are in motion, including engineers, firemen, conductors, and 
brakemen, and are distinguished from the nonoperating employees, 
such as clerks, machinists, maintenance of way employees, and so 
forth. At the hearings, each of the four operating brotherhoods was 
represented by one or more witnesses, and each by its chief executive. 
The carriers, by their own decision, were represented by Mr. Daniel P. 
Loomis, chairman of the Western Carriers’ Conference Committee. 
Mr. John Thad Scott, chairman, and Mr. Francis P. O’ Neill, member, 
appeared in behalf of the National Mediation Board. Mr. Karl R. 
Bendetsen, Assistant Secretary of the Army, who is in charge of rail- 
way operations for the Army, also testified. The committee extended 
an invitation to Dr. John R. Steelman, assistant to the President, to 
appear and testify, but Dr. Steelman declined the invitation. 


S. Rept. 496, 82—-1——-1 
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On April 5, the hearings were recessed on call of the chairman. The 
following interim report is a brief summary of the testimony to date, 
and the committee’s conclusions based thereon. 


HISTORY OF THE DISPUTE 


On March 15, 1949, the ORC and BRT served on the carriers 
notices of demands for changes in rules and working conditions. On 
the same date, the carriers served notices upon the ORC and BRT 
(p. 329).' These notices were filed in accordance with the Railway 
Labor Act. Negotiations on the individual railroads did not result 
in agreement, and on June 21, 1949, the ORC and BRT wrote letters 
to the carriers requesting that regional carriers’ conference com- 
mittees be set up (p. 330, ff). These requests were in accordance with 
the pattern of collective bargaining which has been evolved by the 
brotherhoods and the carriers to arrive at settlement of national wage 
and rules movements. ‘The railroads involved are divided into three 
conference groups, namely, the Eastern Carriers’ Conference, Western 
Carriers’ Conference and the Southeastern Carriers’ Conference. In 
national wage movements each group designates a committee to 
bargain for it with the employees and, as a general rule, the three 
conference committees bargain as a unit with representatives of the 
brotherhoods involved. On July 1, the eastern and western railway 
groups complied with the request of the brotherhoods and listed the 
conference committees which would represent them. On July 21, the 
southeastern group designated its conference committee. 

Formal negotiations between the brotherhoods and the conference 
committees did not commence until September 22, 1949 (p. 339). 
Among other changes, the brotherhoods had demanded that yardmen,? 
who regularly work 48 hours a week, be placed on a 40-hour standard 
workweek and receive the same pay they had previously received for 
48 hours of work, that is, a 40-hour week with no diminution in take- 
home pay. Early in the negotiations it developed that the parties 
were widely separated with respect to wage demands, and the carriers 
therefore suggested that the wage demands be held in abeyance and 
that they proceed to work out rules for the application of a 40-hour 
week (p. 339). By the middle of December, according to the carrier 
representative, a large part of the rules involved in the application to 
the yardmen of a 40-hour week had been agreed upon. However, 
many other demands remained unresolved. At that time, therefore, 
the brotherhoods requested a statement from the carriers as to their 
exact position with respect to the items in negotiation. The carriers 
indicated that they were not ready to agree upon 48 hours’ pay for a 
40-hour week, and that unless the brotherhoods were willing to with- 
draw that demand the carriers were not prepared to make any wage 
proposal at that time (p. 340). The brotherhoods were unwilling to 
withdraw the demand, and negotiations were terminated on December 
14, 1949. On December 15, in accordance with the Railway Labor 
Act, the carriers invoked the services of the National Mediation Board 
(p. 353). 

1 Citations in parentheses are to pages in the printed transcript, unless otherwise noted. 
2 The yardmen involved in this dispute are those operating employees who work on the trains in motion 


inthe yards. They are to be distinguished fromJoperating employees in road service and from nonoperating 
employees. 
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The first conference held by the National Mediation Board was on 
January 17, 1950, and the Board’s mediatory services continued until 
February 14, 1950, but failed to produce an acceptable settlement. 
Thereupon, the National Mediation Board proffered arbitration. The 
carriers accepted the proffer, but the brotherhoods declined (p. 354). 

On February 17, 1950, negotiations having reached a deadlock, 
the two brotherhoods set a strike date for February 27. On February 
24, 1950, acting under the Railway Labor Act, the President acknowl- 
edged the existence of an emergency and appointed an, emergency 
board to investigate and make recommendations with respect to the 
matters at issue. The Emergency Board consisted of Roger I. Me- 
Donough, Chairman, Mart J. O'Malley, and Gordon 5S. Watkins 
(p. 355). The McDonough Emergency Board opened bearings at 
Chicago on March 2, 1950, and concluded them on May 9, 1950. 
A summary of the issues in dispute and the recommendations of the 
Emergency Board is attached hereto as appendix 1. 

The time therefore having been extended by mutual consent, the 
McDonough Emergency Board filed its report to the President on 
June 15, 1950. On June 20, the brotherhoods advised the carriers 
that they did not accept the recommendations of the Emergency 
Board (p. 358), and that therefore all of their original demands were 
again before the carriers (p. 679). On June 22, the carriers notified the 
President that they accepted the McDonough Emergency Board report 
and recommendations and were willing to negotiate agreements in 
accordance therewith. On June 25, the National Mediation Board 
again proffered its services. On July 11, the brotherhoods notified 
President Truman that they had rejected the Emergency Board report 
and recommendations, and characterized it as “the most undemo- 
cratic, unfair and promanagement report in the history of the Rail- 
way Labor Act.” 

From June 25 until August 3, 1950, the National Mediation Board 
continued to mediate without success. On August 4, the brother- 
hoods in a telegram to the President requested the Government to 
seize and operate the railroads pending settlement of the dispute 
(p. 296). 

Following receipt of the aforesaid telegram, Dr. John R. Steelman 
invited the parties to confer with him at the White House, and 
from August 5 until August 23 endeavored, with the help of the 
National Mediation Board but without success, to find a basis for 
settlement. Commencing August 16, the organizations commenced 
calling 5-day strikes at critical railroad centers. During the course of 
these strikes, and on August 19, Dr. Steelman suggested to the parties 
a proposed basis for settlement, which included the recommendations 
of the McDonough Board, with the following additional features: 

1. Call off strikes. 

2. Establish 40-hour week for yardmen at 23 cents per hour increase. 

3. For the period of this agreement set aside the 40-hour agreement, 
establish 6-day workweek, men required to work seventh day to 
receive time and one-half. No new guaranty. 

4. Settle all rules, including 40-hour-week rules, in accordance with 
President’s Emergency Board. 

5. Five cents an hour for roadmen. 
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6. Quarterly adjustment in wages on basis of living index, 1 point 
to equal 1 cent an hour. 

7. Agreement to be effective until October 1, 1953, at which time 
either side can serve notice to change under provisions of Railway 
Labor Act. 

The carriers accepted this Steelman proposal, but it was promptly 
rejected by the brotherhoods. 

On August 23 a crucial conference was held at the White House. It 
soon became apparent that another deadlock had been reached. There 
was a discussion of the 5-day strikes. The chief executives of ORC 
and BRT notified those present that all of the 5-day strikes would end 
on schedule, and that no more of such strikes would be called (p. 9). 
Considerable misunderstanding regarding this statement later de- 
veloped. Dr. Steelman, the Mediation Board, and the carriers con- 
strued it as a pledge that no strike of any kind would be called. The 
witnesses representing the brotherhoods testified that the only pledge 
they gave referred exclusively to the 5-day strikes, and that they 
made no statement of any kind regarding a national strike. This 
testimony was literally substantiated by the statements of the Media- 
tion Board members (p. 378). Soon after this conference and on the 
same date, the brotherhoods called a strike on all class I carriers to 
commence on August 28. 

On August 25, 1950, President Truman issued Executive Order No. 
10155 providing for Government seizure of the class I carriers effec- 
tive August 27, and providing for their operation by the Secretary of 
the Army. The strike was thereby averted. From August 29 to 
September 13, 1950, Dr. Steelman and the National Mediation Board 
continued to attempt to mediate the dispute without success. 


BrorHERHOOD oF LocomotivE FIREMEN AND ENGINEMEN AND 
BROTHERHOOD OF LocoMOTIVE ENGINEERS 


On November 1, 1949, the B. L. F. & E. served on the carriers notices 
of proposed changes in wages and working conditions, and on the same 
date was served with similar notices from the carriers. Similar 
reciprocal notices were filed by the carriers and the BLE in January 
1950 (p. 307). These demands included for yardmen a 40-hour week 
with no diminution in take-home pay and for members of BLE, 
extensive rules changes. During February and March, 1950, con- 
ference committees were designated by the carriers and the B. L. F. & E. 
and BLE to negotiate these demands. The negotiations continued 
intermittently until October 5, 1950, when the carriers met with both 
brotherhoods (pp. 977-979). No settlement having been reached, on 
October 24 the BLE and carriers jointly invoked the services of the 
National. Mediation Board, whieh commenced its mediation pro- 
ceedings on October 30. For the time being the conference committee 
of the carriers and the B. L. F. & E. continued to negotiate. On 
November 3, 1950, the BLE served on individual carriers a second 
notice demanding a 20-cent wage increase for roadmen, and the 
individual carriers served on that brotherhood notices of additional 
demands for rules changes (p. 980). 

Thus, during November 1950, negotiations were in progress be- 
tween the carriers and all four of the operating brotherhoods: Dr. 
Steelman was directing mediation involving ORC and BRT; the 
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Mediation Board was assisting Dr. Steelman in the latter negotiations 
and at the same time mediating between the carriers and the BLE; 
and the B. L. F. & E. and the carriers were negotiating separately. 
There is some disagreement as to who took the initiative in consoli- 
dating these several negotiations. However, on November 21, con- 
ferences were resumed at the White House with all four operating 
brotherhoods, and with the assistance of Dr. Steelman and _ the 
members of the National Mediation Board (p. 980). 


“WILDCAT STRIKES” 


On Monday, December 11, 1950, in Birmingham, Ala., there was a 
walk-out of vardmen belonging to the BRT. On Tuesday, similar 
walk-outs occurred at Chicago, Ill., and thereafter spread throughout 
the Nation. At their peak, 14 major railroads and approximately 
10,000 yardmen were involved in these ‘“‘wildeat strikes.” 

Union officials disowned responsibility for the walk-outs, and made 
efforts to recall their rebellious yardmen. In public statements, they 
warned, however, that the yardmen were angry because their demand 
for a 40-hour week with 48 hours’ pay had been rejected, and the 
dispute had remained unsettled for more than 21 months. Spokes- 
men for the carriers said they were skeptical of the union executives’ 
disclaimer of responsibility and declared that the walk-out ‘‘was too 
well organized and the activities of local brotherhood leaders too 
conspicuous to lend credence to the claim that it was not a planned 
strike.” 

The Assistant Postmaster General gave public notice that the 
“wildeat’’ strikes were crippling postal deliveries. The Army, en- 
gaged in moving critical supplies to the Korean front, described the 
walk-outs as a blow to the national defense effort. 


The memorandum of agreement of December 21, 1950 


Dr. Steelman and the Mediation Board continued their mediatory 
efforts. On December 19, 1950, a conference was convened at the 
White House. It consisted of the chief executives of the brotherhoods 
the chairmen of the carriers’ conference committees, the Mediation 
Board, and Dr. Steelman, and remained in almost continuous session 
until the early morning hours of December 21. During this con- 
ference, the representatives of the carriers and the organizations met 
separately. Dr. Steelman and the members of the Mediation Board 
would discuss proposals first with one group and then with the other, 
and carry proposals and responses back and forth between them. 

A tentative draft of a proposed settlement of the interdivisional 
run rule was drafted and initiated by all the parties. In addition, Dr. 
Steelman proposed to the parties a tentative basis for settlement 
which was embodied in a written instrument entitled “Memorandum 
of Agreement” (pp. 1096-1097). This memorandum was signed by 
the representatives of the brotherhoods, the representatives of 
the carriers, and by Dr. Steelman. The hearings make clear that 
Dr. Steelman and the carriers believed that it constituted a final 
settlement. 

It is equally clear, however, that all four of the chief executives of 
the brotherhoods had re peatedly stated, in the presence of one or the 
other member of the Mediation Board, that they did not have author- 


. 








6 DISPUTE BETWEEN RAILWAY CARRIERS AND BROTHERHOODS 


ity to make a binding settlement, that any tentative settlement 
reached at that conference would have to be submitted to their gen- 
eral chairmen and ratified by them before it could become effective. 
It is also clear and uncontradicted that, at least with respect to 
BLF«E, the carriers themselves were on notice that the chief execu- 
tive did not have authority to reach a final settlement, but that any 
memorandum tentatively agreed on must be considered by the nego- 
tiating committee and general chairman and ratified by them before 
it could become effective. It also should be noted that following the 
signing of the Steelman memorandum, at a press conference called 
by Dr. Steelman in the White House, at which spokesmen for all 
parties were heard, Mr. J. P. Shields of the BLE formally announced 
to the press and for a television program that the agreement was only 
tentative and required ratification by the appropriate bodies of the 
four organizations. 

This tentative agreement, which had been proposed by Dr. Steel- 
man (pp. 1096-1097) and the Board of Mediation as a basis for 
settlement, may be summarized as follows: 

(1) It provided prospectively for a 40-hour week for yardmen, but 
the 40-hour week would not in any event go into effect eal January 
1, 1952, and then only if the mobilization program did not require 
yardmen to work a 6-day week. 

(2) Yardmen were to receive a 23-cent hourly wage increase retro- 
active to October 1, 1950, and an additional 2 cents effective January 
1, 1951. If and when the 40-hour week was put into effect, they 
were to receive an additional 4-cent increase, which would make 
their total increase under a 40-hour week 29 cents an hour. (The 
demand of the ORC and BRT for these yardmen had been 48 hours’ 
pay for a 40-hour week, which on the average would have amounted 
to approximately 31 cents an hour.) 

The roadmen, numbering approximately 180,000, were to receive 
a 5-cent hourly increase retroactive to October 1, 1950, and an 
additional 5-cent increase effective January 1, 1951. 

(4) Both types of employees were to receive quarterly ‘‘cost-of- 
living adjustments” of 1 cent for each one-point change in the Bureau 
of Labor Statistics Consumers’ Price Index, that is, a 1-cent increase 
if the index advanced one point; a 1-cent decrease if the index declined 
one point. The first adjustment was to be made on April 1, 1951, 
computed on an index of 176. 

(5) Dining-car stewards (most of whom belong to BRT) were to 
have their hours of service reduced from 225 to 205 a month, but 
were to be paid the same monthly pay as for 225 hours, plus a 2-cent 
increase effective January 1, 1951. They were also subject to the 
cost-of-living adjustments. 

(6) The memorandum provided that no party thereto would initiate 
any movement for a change in pay, rules of working conditions for a 
period of 3 years. An exception to this so-called moratorium was to 
be made if the Government’s wage-stabilization policy permitted 
workers to receive annual improvement increases, in whic ; event the 
parties could meet with Dr. Steelman on or after July 1, 1952, to 
discuss whether or not further wage adjustments for il employees 
were justified. If an agreement could not be reached at such con- 
ference, a referee was to be appointed by the President to make the 
final decision. 


DISPUTE BETWEEN RAILWAY CARRIERS AND BROTHERHOODS 7 


(7) The moratorium was not to be construed as a bar to negotiations 
for changes in wages and working conditions on the individual railroad 
properties. 

(8) Eight demands for changes in working rules were to be con- 
trolled by the agreement, and any disagreement as to these rules was 
to be submitted to Dr. Steelman for his decision. The eight rules 
involved were as follows: 

1. Initial terminal delay (conductors and trainmen 
Interdivisional runs. 


« 


~ 


3. Pooling cabooses (conductors and trainmen 
4. Reporting for duty 

5. More than one a of service. 

}. Switching limits. 

7. Air hose (conductors and trainmen). 


8. Western differential and double header and tonnage limita- 
oe (conductors and trainmen, and all territories) 
) Dr. Steelman was also designated as the arbiter of any disagree- 
Bec: with respect to the terms of the agreement itself. 

Following the conference of December 21, the four brotherhoods 
submitted the tentative settlement to their negotiating committees 
and general chairmen, and in January 1951 notified the carriers and 
Dr. Steelman that the settlement had been rejected by all four brother- 
hoods. On January 15 the chief executives and negotiating commit- 
tees of the brotherhoods returned to Washington and notified the 
carriers and the White House that they were ready to resume nego- 
tiations. 

On February 2, 1951, a secretary to the President issued a state- 
ment to the press criticizing the brotherhood chief executives on the 
assumption that they had signed the memorandum of December 21 in 
bad faith. 

Following the rejection of the memorandum of December 21 by the 
brotherhoods, sporadic walk-outs occurred on various railroads. With- 
in a few days yardmen in nearly all important terminals were report- 
ing sick and remaining absent from duty, and the entire railroad 
system was crippled, 


Federal court orders 


As a result of the sporadic walk-outs, the Army sought and obtained 
orders of the Federal district courts in Chicago, Cleveland, and the 
District of Columbia, enjoining BRT from striking. When the 
walk-outs continued, the BRT was cited for contempt. In the Chi- 
cago court, the BRT was fined $25,000 for civil contempt. In Wash- 
ington, D. C., having plead guilty of contempt, the BRT was fined 
$25,000 for civil and $50,000 for criminal contempt (p. 307). Since 
the latest court action there have been no walk-outs reported. 

On Feb. 8, 1952, the Department of the Army Operations of Rail- 
roads issued General Order No. 2 direc ting (a) that any employee who 
failed to report for duty within "48 hours g thout proof of incapacity 
would be dismissed with loss of all seniority rights; and granting 
(b) yardmen and yardmasters an increase of 12%; cents an hour and 
road service employees an increase of 5 cents an hour retroactive to 
October 1, 1950. In compliance with this directive practically all of 
the yardmen returned to duty, and full operation of the railroads 
was resumed. 
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General Order No. 2 did not provide any increase for dining-car 
stewards, chefs, or cooks. In response to questioning at the hearings 
and correspondence with the chairman, on April 11, 1951, the Depart- 
ment of the Army issued its General Order No. 2, which granted an 
increase of $11.25 a month for dining-stewards, effective as of Febru- 
ary 8,1951. No increase has as yet been granted by the Army to 
chefs and cooks. 

Commencing with the conference of February 24, between the car- 
riers and the BRT, and at least until the last committee hearing on 
April 5, the BRT has continued to negotiate separately with the help 
of the National Mediation Board. The other three brotherhoods 
have apparently continued joint negotiations. 


FINDINGS AND RECOMMENDATIONS 


This railroad labor dispute, which at this writing has still been only 
partially settled, continued, in the case of ORC and BRT, for = 
than 2 years, and in the case of BLE and BLF & E, for more than 
year.’ In every dispute of such duration it must be that both siolie s 
are somewhat at fault. Regardless of blame, the dispute has kept the 
emplovees of our great railroad system restless and discontented for 
more than 2 years ‘during which we have been engaged in the mobili- 
zation program upon which the very life of the Nation depends. 
Moreover, our whole economic system is so closely integrated with rail- 
road transportation that even in peacetime serious disruption of rail- 
road service imperils the public safety. The time has come when 
neither the Government nor the public can tolerate national railroad 
strikes or lock-outs for an extended period; and vet the strike con- 
stitutes the ultimate economic power of a labor union, and the right 
to strike is fundamental to democratic labor relations. These con- 
flicting facts present a paradox which must be resolved in a way that 
will insure efficient functioning of the railroads and the right of rail- 
road workers to decent wages and to decent and improving standards 
of living. 

There have been for some time suggestions that collective bargain- 
ing has not been as effective in recent years as it should be. 

‘In an effort to pass upon the validity of these suggestions, this 
committee authorized for its guidance an investigation into the dis- 
pute between the four operating brotherhoods and the carriers. 
Hearings on these disputes extended over a considerable length of 
time and extensive testimony was obtained for use by this committee 
in determining what special difficulty, if any, existed in collective 
bargaining in our railroad industry. 

The committee wishes to emphasize that authorization of the 
investigation into this dispute was prompted by suggestions as to 
the existence of a special problem in collective bargaining in the 
railroad industry and was not intended nor should it be so inter- 
preted as an intervention in the dispute or as a precedent for inter- 
vention into other specific labor disputes, 

The hearings have disclosed that the public has received an inaccu- 
rate and distorted picture of the positions and acts of the parties 
concerned at the time of the events in question. Impressions were 


3 On June 13, 1951, the Wage Stabilization Board announced approval of a settlement previously reached 
by BRT and the carriers, on May 25, 1951. 
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created which misled the public, with the result that the patriotism 
of large groups of loyal American citizens has been impugned. The 
record and the testimony before this committee refute these impres- 
sions. 
1. The no-strike pledge of August 23, 1950 

As we have seen, the BRT and ORC, after the White House con- 
ference on August 23, 1950, called a strike for August 28. It was 
charged that this strike call was in violation of a promise that there 
would be no national strike, at least until further notice. The commit- 
tee finds that no such promise had been given. The chief executives of 
the BRT and ORC did promise that the 5-day strikes then in progress 
on individual railroads would be terminated on schedule and that no 
more 5-day strikes would be called. This promise was kept. The com- 
mittee finds that the discussion at the conference could and probably 
did mislead the representatives of the carriers and the Mediation Board 
into believing that a no-strike pledge had been given. This was a 
misunderstanding of the facts which is not properly attributable to the 
brotherhoods. The committee finds that the public announcements 
that the no-strike pledge had been violated by the brotherhoods were 
not justified, and that they seriously impaired the position of the 
brotherhoods in further negotiations and in public esteem. 


2. The memorandum of December 21, 1950 


As we have seen, the members of the National Mediation Board 
were informed by the chief executives of the brotherhoods that any 
settlement proposed at the conference ending December 21, 1950, 
would be only tentative in nature, that it would have to be submitted 
to the negotiating committees and general chairmen of the brother- 
hoods for ratification, and that it could not be binding until so ratified. 
It is possible that the carriers were not similarly advised. If Dr. 
Steelman was not so advised, then the committee feels that the mem- 
bers of the Mediation Board were remiss in their duty to keep him 
fully informed. Certainly at the press conference on that date Mr. 
J. P. Shields stated that the settlement there announced was not and 
could not be final and binding until it had been ratified by the general 
chairmen of the brotherhoods. The committee is compelled to find, 
therefore, that later statements to the effect that the brotherhoods 
had repudiated a binding agreement were unjustified. It is clear that 
these statements again had the effect of discre sditing the chief execu- 


tives and their brotherhoods and impairing their position in further 
negotiations. 


3. The proposal of February 24, 1951 
The conference on this date involved only the carriers and the BRT. 
During the course of the hearings spokesmen for the BRT repeatedly 
stated that they were unwilling to accept Dr. Steelman as an arbitrator 
and that his designation as arbitrator in the memorandum of 
December 21, 1950, constituted one of the main bases for their re- 
jection of that proposal. The carrier representative testified that, 
in spite of this objection to Dr. Steelman as an arbitrator, in a media- 
tion meeting on February 24, 1951, the BRT made an offer of settle- 
ment which embodied, with slight amendments, the provisions of the 
memorandum of December 21 and continuance of Dr. Steelman as 
arbitrator. ‘This statement of the carrier representative, if true, 
S. Rept. 496, 82-1———2 
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would of course convict the BRT of duplicity. However, the testi- 
mony of BRT representatives and of two members of the Mediation 
Board at the committee hearings made clear that the proposal of 
February 24 did not originate with the BRT but with the Mediation 
Board itself, and that the role this proposal imposed on Dr. Steelman 
was not acceptable to the BRT. 


THE ROLE OF Dk. STEELMAN 


During many years of distinguished public service Dr. John R. 
Steelman has established an unassailable reputation as an outstand- 
ingly competent and effective mediator. For years he was the Di- 
rector of the Federal Mediation and Conciliation Service, and largely 
because of his direction that agency became a powerful force for in- 
dustrial peace. The committee desires to make clear its conviction 
that Dr. Steelman is a public servant of the highest caliber, and that 
the following comments are not to be construed as a reflection on his 
ability or his integrity. The Nation was threatened with a national 
strike which would have paralyzed our economy and the mobilization 
program. Dr. Steelman responded to this crisis with characteristic 
courage and energy. That he came as near as he did to effecting a 
settlement is a great credit to him. The committee finds, however, 
that in his zeal for the public good, Dr. Steelman became involved 
in the dispute in a manner which compromised his effectiveness and 
placed the President in an unnecessarily difficult position. 

Acting in conjunction with the National Board of Mediation, Dr. 
Steelman labored through arduous months as the chief mediator of the 
dispute. Then, after a conference which had lasted more than 48 hours 
(p. 413), and probably when the parties were exhausted, Dr. Steelman 
was named in the Memorandum of Agreement as the arbitrator of 
disputes arising out of the very settleme nt which he thought had been 
produced by his mediation. It is generally accepted that mediators 
in labor disputes will not, at least “without the urging of all parties, 
become arbitrators in the same dispute. This rule of practice. in- 
evitably flows from the conflicting roles involved in mediation and 
arbitration. 

An arbitrator is a judge, charged with judicial duties and authori- 
ties, and required to render his service in a judicial manner. He must 
hear the evidence, must weigh the issues on the basis of the record, 
and must decide in accordance with the preponderance of the evidence. 
He ought not to look outside the record in reaching his decision. He 
ought not to be influenced by the crosscurrents of negotiation. He 
ought not to act opportunistically, to compromise facts or principles, 
to trim his judgment to the winds of controversy. His decision is 
binding upon the parties. They have submitted their rights and 
their demands to his impartial judgment, and must act as he decides. 

A mediator, on the other hand, is not a judge of the merits of the 
dispute. His primary function is to lead the parties to a conscionable 
compromise of their differences. He proceeds by the rule of give- 
and-take, he is a bargainer, he must trade this concession by one 
party for that concession by the other. He ought not later to become 
the judge of the same matter. 

In the present dispute, Dr. Steelman, as mediator, had urged upon 
both parties the compromises which became the memorandum of 
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December 21 (p. 414). In the opinion of the committee, he became a 
vulnerable target when he consented to become the arbitrator of ques- 
tions arising out of that memorandum. 


GOVERNMENT SEIZURE OF THE RAILROADS 


When a labor dispute reaches a stalemate and is of sufficient 
magnitude to endanger the Nation’s entire economic life and its vital 
security, when the failure or the refusal of the parties involved to 
reach agreement threatens to paralyze the economy and imperil 
national security, it is necessary that Government should have the 
power to take and should take whatever steps are necessary to avert 
such effects. 

The committee mene that the President unquestionably has the 
power, under the Constitution and under existing laws, ‘to take 
necessary steps including, if appropriate, seizure and operation of 
facilities involved in such a dispute, pending the settlement of the 
dispute between the parties involved. The President has not only 
the power but the duty and responsibility, under the conditions 
described above, to take the required measures. 

In the case of a dispute affecting the Nation’s entire rail transporta- 
tion system, the possible paralysis of the national economy and the 
threat to the national security are obvious. In the dispute dealt with 
in this report, the Pr ‘esident acted in accordance with the need—to 
seize the railroads and to operate them pending the settlement of the 
dispute—a seizure and operation which are still in effect as this report 
is written, despite the settlement of the dispute with one of the 
brotherhoods involved, the Brotherhood of Railway Trainmen. 

In the seizure in question, the President based his action upon the 
powers vested in him by the Constitution and on existing statutory 
authority, especially the act of August 29, 1916 (ch. 48, sec. 1, 39 Stat. 
645, 10 U.S. C. see. 1361), which reads: 

The President, in time of war, is empowered, through the Secretary of War, to 
take possession and assume control of any system or systems of transportation, 
or any part thereof, and to utilize the same, to the exclusion as far as may be 
necessary of all other traffic thereon, for the transfer or transportation of troops, 
war material and equipment, or for such other purposes connected with the 
emergency as may be needful or desirable. 

Government seizure of the railroads in this case was accomplished 
pursuant to Executive Order No. 10155, issued August 25, 1950. In 
this Executive order the President directed the Secretary of the Army 
to seize approximately 199 designated class I and short-line railroads, 
and to operate them. 

The Secretary of the Army, having seized the railroads, assigned 
the responsibility for operations to the Assistant Secretary of the 
Army, Mr. Karl R. Bendetsen. 

Mr. Bendetsen requested the operating brotherhoods then involved 
to continue their members in their normal positions during the period 
of Government operations, and simultaneously requested the manage- 
ments of the carriers to carry on their normal duties under Government 
orders. Both groups agreed to these requests. 

Mr. Bendetsen designated the Army’s Chief of Transportation as 
the Chief of Operations for the entire railroad system placed under 
Government control. As consultant to the Chief of Operations, 
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Secretary Bendetsen named a New York attorney who had served 
through World War II as executive officer for the Chief of Transporta- 
tion of the United States Army and who had had previous experience 
with Government seizures (575). As Assistant to the Chief of 
Operations, Mr. Bendetsen named a reserve brigadier general who, in 
civilian life, was a vice president of the Pennsylvania Railroad (576). 

Mr. Bendetsen established seven regions, each manned by a 
director, deputy director, an executive officer, a public information 
officer, and other minor functionaries. 

This staff organization was described by Secretary Bendetsen as his 
“channels of communication” with the railroads (1141). This organ- 
ization was, in effect, the structure through which the will and power 
of the Government were exercised, and through which Secretary 
Bendetsen obtained his advice and counsel concerning the operation 
of the railroads. 

All the members of this staff organization were Reserve officers 
recalled to active duty for this specific emergency. It is noteworthy 
that all but one of the top positions in this staff—the Assistant to the 
Chief of Operations and every one of the seven regional directors— 
are, in their civilian capacities, top-ranking executives of the railroads 
involved. Thus the Assistant to the Chief of Operations is vice 
president of the Pennsylvania Railroad; the heads of the various 
regions are the presidents, respectively, of the Southern Railroad, 
the Norfolk & Western Railway, the Baltimore & Ohio Railroad, the 
New York Central Railroad, the Chicago, Rock Island & Pacific 
Railroad, and the Northern Pacific Railroad. Subordinate positions 
on the Government staff structure were similarly filled with individu- 
als high in the hierarchy of railway management. 

The viewpoint of railway management was thus not only largely 
but almost exclusively represented in the staff organization which 
functioned on behalf of Government under Secretary Bendetsen and 
the Chief of Transportation of the United States Army. 

The Department of the Army was not, of course, established to 
operate railroads. It does not have at its regular disposal a sufficient 
number of officers trained and experienced in the operation of railroads 
to accomplish that operation without drawing upon the industry for 
assistance. The Assistant Secretary testified that he, himself, had 
had no previous experience in the operation of railroads. With the 
organizational structure which he established, however, there is no 
doubt that the railroads contined to function smoothly and efficiently 
under Government seizure. For this, Mr. Bendetsen and the Depart- 
ment of the Army deserve full credit. As far as the general railroad- 
using public was concerned, there was no difference from private 
management. As has been shown, moreover there was little real, 
difference from private management in any respect. 

The committee believes that it is important to bear in mind the 
purposes for which Executive Order No. 10155 was issued. This 
order was not issued to settle the dispute. It was issued primarily to 
keep the railroads going at a time when a general stoppage of railroad 
transportation was threatened. Government seizure, however, was 
to last only until such time as the parties, through negotiation and 
collective bargaining, could agree upon terms and conditions under 
which they themse Ives could resume normal operations. It is of the 
utmost importance that the mechanisms which are established by the 
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Government to operate a seized plant, facility, or industry are adapted 
to achieve both of these purposes. While the plants, facilities, or 
industry involved must be kept going at maximum efficiency, the 
national interest and sound public police: vy requires that to the maximum 
extent possible, equality of bargaining position as between the parties 
be preserved. 

When Government operation of the railroads becomes necessary 
it is of course essential and proper that the Government should have 
the benefit of the skill and experience of railroad management to insure 
efficient operation. The committee does not condemn, but specifically 
approves, the commissioning of railroad management officials to serve 
on the Government’s operational staff, as was done in this seizure. 

In the committee’s judgment, it is unfortunate that in connection 
with the seizure and operation of the railroads the Department of the 
Army did not consult with nor seek the services of any representative 
of organized labor. Unfortunately, not a single member of any rail- 
way labor organization was placed in any position in the Army struc- 
ture charged with operation of the railroads. Advice and information 
was not sought from any representative of the brotherhoods. The 
committee believes that the skill and experience of railway labor would 
have contributed greatly to efficient operation, and particularly to 
harmonious labor relations. 

Under the organizational set-up actually established, the railroad 
employees could not help but feel—and this feeling was strongly re- 
flected in the testimony presented to the committee by representatives 
of the brotherhoods—that Government policies and decisions were 
simply those of management, further armed with the power of Gov- 
ernment. This feeling, in turn, could not help but prejudice the 
prospects for an early settlement of the strike by negotiations be- 
tween the brotherhoods and the carriers, and thus enable the Gov- 
ernment to end its seizure. 

Thus the pay increases granted under General Order No. 2 could 
be—and were—represented to the employees as having been unilat- 
erally promulgated by management in the middle of a labor dispute 
an action which if performed in any other industry by management 
would have been condemned under the Taft-Hartley Act as an un- 
fair labor practice. 

While it was certainly appropriate for the Army to obtain the 
benefit of the experience, knowledge, and judgment of railway manage- 
ment in staffing the Government control set up under conditions of 
Government seizure, there is every reason to believe that that opera- 
tion would not have suffered, but would in fact have benefited—as 
has been stated—through the designation in equally responsible 
positions of competent and experienced railway labor personnel. 
Furthermore, this would have had the very desirable tendency of 
equalizing the relative positions of railway management and labor in 
their highly necessary and important negotiations and collective 
bargaining, looking to the achievement of a stable agreement under 
which private operation of the industry could be restored. 

It is important that Government seizure itself should not be a 
device to be invoked because of its anticipated benefits to either of the 
parties in a labor dispute. Government seizure which protects the 
position of one of the parties as against that of the other, unfairly 
relieves that party of the necessity to continue good-faith negotiations 
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and collective bargaining. Such action is harmful to the achievement 
of fair and stable labor-management relations. This kind of seizure 
inevitably places the power of Government on the side of one party 
to the dispute. 

Seizure should be undesirable for both sides in a labor dispute so 
they will both strive earnestly to avoid it. Also, the effects of seizure 
should be unpredictable so that it will constitute a risky speculation, 
and so that both parties may find amicable settlement through collec- 
tive bargaining more profitable than the uncertainties involved i 
Government seizure and operation. Government operation should be 
a last resort to protect the public interest, rather than a tactical aid 
to one or another side in a labor dispute. 

The committee must point out that Government seizure and opera- 
tion of the railroads in this case followed a pattern laid down by past 
Government seizures. Although the testimony presented to the com- 
mittee did not go into this bac kground, it is necessary to make this 
observation in order to absolve the Army and Assistant Secretary 
Bendetsen of any original fault in connection with the observations 
made above. 

The committee recognizes that the practices and procedures relating 
to Government seizure and operation of plants, facilities, or industries 
involved in labor disputes have developed pragmatically, on a case-by- 
case basis. The principles which should govern the invocation of the 
Government’s power to seize and operate and its objectives and 
motives of operation under Government seizure have never been care- 
fully defined by the Congress. An effort to do so was undertaken 
during consideration of legislation to repeal the Taft-Hartley Act in 
1949, but this attempt proved to be abortive. 

In the absence of a clear definition of the principles which should 
govern Government seizure and operation in labor disputes, the 
various Government agencies upon which the responsibility to keep an 
industry going in a particular case fall, must use their own best judg- 
ment as to the manner in which the Government’s power is to be used. 

In general, the question of whether or not seizure will result in 
economic gain to the owners does not ordinarily arise until the period 
of seizure is over and negotiations are in process with the Government 
concerning the terms of the Government's release of the properties to 
the owners. 

In this case, too, it is to be noted that the question whether seizure 
will result in economic gains to the owners will not be answered 
finally until the period of seizure is over and negotiations are completed 
between them and the Government concerning the terms under which 
the Government will release the seized properties to the owners. 

As Secretary Bendetsen pointed out in a letter to the committee 
(committee exhibit 11) 

In the past, at the conclusion of operations by the Government, the practice 
has been to negotiate with each road what in effect is an exchange of releases. 
This is based upon advice of the Attorney General that the fairest measure of 
damage under the Constitution for taking of the railroad systems is the amount 
of profit which the owners would have made for the period concerned had it not 
been for the seizure. In consequence, it is our hope that the Government will 
be able successfully to conclude, at the end of the period of operations, with each 


of the 195 roads concerned, an agreement under which each road holds the Govern- 
ment harmless from all liability on account of the taking in return for a release 








DISPUTE BETWEEN RAILWAY CARRIERS AND BROTHERHOODS 15 


on the part of the Government of profits which would have accrued to each road 
but for the taking. Under such arrangements no profit would accrue to the Gov- 
ernment as a result of these operations. Conversely, operation losses would also 
accrue to the owning corporations. (p. 596). 

Even under this procedure, which is based, as has been observed, on 
an unfortunate absence of stated principles to govern the invocation 
of the Government’s power to seize and operate properties involved in 
a labor dispute, the Government is still in a position, in the present 
railroad dispute, to use the power it has—the power of temporary 
possession—to prevent unjustified economic advantage to either of 
the parties to the dispute. 

In this connection, of course, it is important to bear in mind the fact 
that there have been cases in which the railroads have sued the Govern- 
ment for claims arising from Government seizure. Some of these 
cases are still pending in the courts. This, in itself, raises the problem 
of how the Governmgnt may be properly absolved of fiscal liability 
for claims arising out of seizure, when seizure is clearly essential for 
the protection of the vital national interest. This, in turn, raises the 
question of how seizure may be carried out without freeing the car- 
riers of liability for such losses as might occur as a consequence of 
seizure. 

The present practice, as is seen from Secretary Bendetsen’s letter, 
is to depend upon Government negotiations with the railroad owners, 
prior to return of the property, for a settlement of the questions raised 
above. 

In any event, the instant dispute certainly indicates and underlines 
the need for thorough and careful study of the whole question of 
Government seizure and of the means by which Government seizure, 
when it occurs, may preserve the quality of bargaining power of the 
disputing parties, and thus promote, rather than impede, sound and 
democratic labor-management relations. 


THE MERITS OF THE DISPUTE 


1. The 40-hour week 

Probably the demand of the brotherhoods which has produced most 
disagreement is the demand for a 40-hour week with 48 hours’ pay 
for the yardmen. The committee finds that during the period from 
1933 until the present most great American industries have adopted 
a 40-hour week with no diminution in take-home pay (p. 606ff; but see 
pp. 346-348). At the beginning of the period most industries, including 
the railroad industry, were working a regular workweek of 48 hours or 
more. Commencing with the labor agreements developed under the 
NIRA and continuing to the present, one industry after another has 
reduced the working week to 40 hours while maintaining and even 
increasing weekly rates. The railroad industry was a striking excep- 
tion to this rule until 1949 when, in accordance with the Leiserson 
Emergency Board report (committee exhibit No. 7), the nonoperating 
employe es, constituting the large majority of railroad employees, were 
awarded a 40-hour week with 48 hours’ pay. ‘This was due in no small 
measure, it should be pointed out, to the fact that railway labor, as well 
as management, preferred to leave the regulation of their hours to 
collective bargaining and was, in consequence, exempted from the 
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overtime provision of the Fair Labor Standards Act when it was 
enacted in 1938. At the present time, with the exception of a few 
substandard industries, railroad yardmen are the only large group 
of American employees who still have a regular workweek in excess 
of 40 hours a week without penalty overtime. The hearings certainly 
revealed that railroad yardmen believe they are the victims of unjust 
discrimination. The committee believes that this differential will 
continue to threaten peace on the rails until some equitable adjustment 
has been made. 


Deterioration of railway wages 


Committee exhibits Nos. 16 and 17 show the ranking of 124 in- 
dividual industries, manufacturing and nonmanufacturing, including 
railroads, for the years 1939, 1945, ‘and 1949 ( (pp. 640-655). It will be 
seen that in average hourly earnings railroad employees ranked thirty- 
seventh in 1939, and sixty-fourth in 1949. In average weekly earnings 

railroad employees ranked fifteenth in 1939, and thirty-second in 1949. 
This decline in rank demonstrates a marked deterioration in the rela- 
tive wage position of railroad workers. With respect to the number of 
hours worked per week, the average of railroad employees in 1949 was 
45.2 hours, as compared with an average of 39.5 hours for all manu- 
facturing industries (p. 655). Thus, although the number of hours 
worked per week by railroad employees now greatly exceeds the aver- 
age for manufacturing industries, their weekly earnings, that is, their 
take-home pay, has shown a marked decrease. Railway labor has been 
considered as among the “aristocrats’’ of Nation’s labor. It is there- 
fore significant to note the sharp deterioration in their earnings and 
the continuing high level of their hours of service. These facts alone, 
in the judgment of the committee, are a primary and understandable 
cause of the restlessness and discontent which have marked railroad 
labor-management relations during the past 2 years. The railroads 
constitute a favored industry, one vested with a public interest. They 
enjoy the advantages of monopoly. The committee does not believe 
that there is justification for substandard wages and working condi- 
tions on American railroads, conditions which generate unrest among 
the employees responsible for the efficient operation of the Nations 
transportation system. 

The hearings have also established that, in spite of increased traffic 
and earnings for the carriers (pp. 141-145), unemployment has 
seriously increased among operating employees inrecent years (pp. 295, 
321). This trend may have been temporarily halted by the mobiliza- 
tion effort. But with continuing improvement of railroad facilities 
and per capita productivity, unemployme nt of operating employees 
presents a long-range problem of serious magnitude to the Nation. 
Railroad labor is highly skilled, especially in the operating groups. 
The skills acquired by experience on the railroads are, unfortunately, 
not readily adaptable to other industries, so that an unemployed 
operating craftsman has great difficulty finding comparable employ- 
ment elsewhere. 


RAILWAY LABOR ACT 


Generally speaking the hearings demonstrated that the Railway 
Labor Act is practical and sound and that it has been administered 
well. Indeed, the National Mediation Board is to be commended 
for the patience, skill, and zeal with which it has endeavored to settle 
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this dispute. That it has not yet succeeded is to be attributed to the 
recalcitrance of both parties and to the failure of the carriers to keep 
pace with American industry in matters of wages and hours, rather 
than to any defect in the act or any deficiency in its administration. 

However, the hearings have demonstrated the need for certain 
minor amendments to the act. The nature of these amendments is 
— indicated below: 

[t was agreed by all parties that the emergency boards provided 
Pte by the act could perform their functions more efficiently if they 
had the aid of experts in the field of railway wages and rules. The 
committee therefore finds that the act will be improved by an amend- 
ment enlarging the Emergency Board to five members, provided that 
one of the additional members shall be designated by the carriers, 
and the other by railroad labor. 

Delays in negotiations and in advancing from one step of the 
mediation process to another contribute greatly to labor unrest. 
The committee finds that the act would be improved by an amend- 
ment further limiting the time within which the parties must meet 
and commence negotiations after the filing of notices and at other 
stages of the mediatory process. 

The committee will prepare and consider legislation embodying 
the foregoing proposed amendments. 


MEDIATION AND ARBITRATION 


Enactment of the two amendments proposed would leave basically 
unchanged existing machinery for settling railway labor disputes. 
In recent years this machiner y has proved adequate for the settlement 
of all disputes between the nonoperating employees and the carriers. 
The following comments therefore only apply to disputes involving 
the operating brotherhoods. The brotherhoods ‘Bees rejected every 
emergency board recommendation during the past 6 or 8 years (pp. 
356-362). The emergency board procedure has therefore proved to 
be a prescribed but wholly ineffective step in the settlement procedure. 

It must be borne in mind that emergency boards appointed pursuant 
to section 10 of the Railway Labor Act are not boards of arbitration, 
Neither do they constitute mediation boards. Their functions are 
to find the facts and to make recommendations to the parties. The 
parties are not under any obligation to accept the recommendations. 
Either party to any dispute has the clear legal right to accept or reject 
an emergency board report. It is also quite clear that the Railway 
Labor Act does not impose even a moral obligation on the parties to 
a railway dispute to accept and act upon the recommendations of an 
emergency board. If the parties were required by law to accept the 
recommendations of an emergency board, that would constitute com- 
pulsory arbitration, which is repugnant to the American concept of 
collective bargaining. 

The brotherhoods contend that the emergency boards appointed 
for their disputes have consisted of members who did not have suffi- 
cient knowledge of the industry and of the questions involved to 
decide justly on the merits. The remedy on the absence of legislative 
action to enlarge the boards weuld seem to be the appointment of 
experts as members of the boards. The committee strongly recom- 
mends that only prominent persons thoroughly familiar with railway 
wages and rules be appointed to emergency boards. Perhaps a panel 
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of such experts should be created, on joint recommendation of the 
carriers and the organizations, from which emergency boards could 
be selected. 

In many important disputes involving the operating brotherhoods, 
when arbitration has been proposed by the Mediation Board, it has 
been accepted by the carriers but rejected by the labor organizations. 
The witnesses for the brotherhoods have outlined the reasons for their 
opposition to arbitration. The hours of service, overtime rates, and 
other conditions of employment of operating employees are governed 
by very technical and highly complicated working rules, calling for 
the payment of so-called arbitraries. It is sufficient for this report to 
note that these rules have been evolved in collective- bargaining 
sessions extending over many years. They usually originated in 
demands of the brotherhoods’ designed to spread employment or to 
penalize certain practices of the carriers which the employees regarded 
as unfair. These demands almost universally met with stiff resistance 
from the carriers. Their embodiment in collective-bargaining agree- 
ments has thus represented victory for the employees after hard 
struggle. “ of these rules, the brotherhoods say, were ‘bought and 
paid for’’; i. e., that to win these rules they have been obliged, over the 
years, to th many concessions in the form of reduced wages or other 
economic benefits. Once such a rule has been established it is clear 
that, in submitting it to arbitration, the employees have nothing to 
gain and everything to lose, since any change in the rules would be to 
their comparative disadvantage. In a sense, these views of the 
brotherhoods are correct. However, in a larger sense, they are un- 
sound, and the committee feels that progressive improvement of 
railroad service may require a change of attitude on the part of the 
brotherhoods. Mature collective bargaining must be a two-way 
street. It cannot be exclusively cone cerned with the demands of 
employees. The rightful demands of employers are also entitled to 
be heard and to be negotiated in good faith. Otherwise bargaining 
is a unilateral process, a one-sided exercise of economic force. 

We are not suggesting that railway labor abandon any of the gains 
for which it has fought so long and so courageously. It is undeniable, 
however, that some of the working rules governing railway labor 
were adopted at a more primitive stage of development of railroad 
transportation. The public demands and is entitled to continuing 
improvement of its railroad facilities. If any of the working rules 
should constitute a substantial bar to such improvement the com- 
mittee feels that the rule must give way to progress. Surely that will 
be to the long-range advantage of railway labor as well as to manage- 
ment and the public. To this extent, the committee feels that the 
brotherhoods ought to consent in the interest of sound collective 
bargaining as well as progress, to utilize the tec hniques of arbitration 
to break otherwise insoluble deadlocks. The committee is aware 
that in perhaps most cases the working rules set up bargaining pro- 
cesses by which necessary changes can be effected. The committee 
believes that these processes must be simplified and speeded up to 
meet the needs of our swiftly moving times. And the simplification 
of these processes, the committee believes, constitutes the proper 
scope of arbitration with respect to the working rules. 

Arbitration, as we have previously said, is a judicial process. ‘The 
efficient functioning of the judicial process is dependent on the utmost 
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clarification of the issues. It goes without saying that any agreement 
to arbitrate ought to be precise in its terms of re eference. The issues 
must be clearly and unambiguously stated. The limits of the authority 
of the arbitrator must be carefully and sharply defined. With these 
precautions the committee believes that voluntary arbitration is a 
sound and useful tool in the settlement of labor disputes. 


APPENDIX 1 
RECOMMENDATIONS ON PROPOSALS OF THE ORGANIZATIONS 
DAILY EARNINGS MINIMUM GUARANTY 


1. With regard to an increase of 2% cents per hour in the basic rate of all classes of 
yard service employees and the elimination of the daily minima quaranty. 
That in lieu of the existing daily earnings minimum guaranty of 20 cents per 
day there be an increase of 21 cents per hour in the basic daily rates of all classes 
of employees presently included under said guaranty. 


BASIC 5-DAY, 40-HOUR WORKWEEK 


With regard to the 5-day workweek 

a) That effective October 1, 1950, the carriers shall establish for all yard service 
employees represented in this matter, a workweek of 40 hours, consisting of 
calendar days of 8 hours each, with 2 consecutive days off in each 7; that carriers 
shall have the right to stagger workweeks in accordance with their operational 
needs and requirements; and that employees shall have the right to expect that 
whenever practicable, from the standpoint of the carriers’ operating necessities, 
the two consecutive days off occasionally shall be on Saturdays and Sundays. 

(b) That the vard service employees represented in this matter shall receive 
a basic wage rate increase of 18 cents per hour, or $1.44 per basic day, beginning 
October 1, 1950. 


o 


OVERTIME PAY 


With regard to ove rlime for service in excess of 8 hours each day (24-hour 


period or 
in excess of five 8-hour days (40 hours) in a week 


That all services in excess of five 8-hour days (40 hours) in a week shall be paid 
for at the rate of time and one-half, 


SUNDAY AND HOLIDAY WORK 


With regard to time and one-half rates for work on Sundays and holidays in yard 
service. 
That the organizations’ request for punitive rates of pay on Sundays and 
holidays be withdrawn. 


RULES AND PRACTICES TO EFFECTUATE THE 40-HOUR WEEK 


With regard to rules and practices required to effectuate the 5-day workweek 

That in view of the practical necessities of the operations involved, and the 
fact that the parties are so close to an agreement in the matter, the rules and 
practices required to effectuate the workweek of five 8-hour days shall be re- 
manded to the parties for joint negotiation and determination. 


SAVINGS CLAUSE 
With regard to the savings clause 
That the adjustments contemplated within the scope of the Board’s recom- 


mendations shall not modify any basic day or monthly rule or any other rules 
or practices now in effect which are deemed more favorable to the employees. 


2, CAR RETARDER OPERATORS’ DIFFERENTIAL 
Recommendation 
That the request be approved and that the basie daily rates for car retarder 
operators be determined by adding 80 cents to the basic daily rate of yard con- 
ductors (foremen). 
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f 8. FOOTBOARD YARDMASTERS’ DIFFERENTIAL 
Recommendation 


That the daily rate for yard conductors (foremen) who also act as yardmasters 
shall be not less than two-thirds of 1 hour’s pay in excess of the yard conductors’ 
(foremen’s) daily rates. 

4. GRADUATED RATES OF PAY 
Recommendation 


That the request of the organizations be withdrawn. 
5. RESTORATION OF STANDARD RATES BETWEEN TERRITORIES 


Recommendation 

That all existing basic daily rates in effect applving to road train service em- 
ployees on railroads in the Western Territory be adjusted so as to eliminate the 
1 percent differential, and that simultaneously all doubleheader rules in Western 
ferritory be abandoned. 


6. EQUALIZATION OF MILEAGE-—BASIC PASSENGER DAY 


Recommendation 
That this request be withdrawn. 


7. PASSENGER SERVICE OVERTIME 
Recommendation 
That the proposal for overtime rate in the passenger service be withdrawn. 


8. INITIAL TERMINAL DELAY 
Recommendation 
That train service employees in all classes of road service be given an initial 
terminal delay rule comprehending a 60-minute maximum preparatory period for 
emplovees in the passenger service and 75-minute maximum preparatory period 
in the freight service, the details of the rule to be formulated by joint agreement. 


9. EXPENSE AWAY FROM HOME TERMINAL 


Recommendation 
That the organizations’ request for expenses away from home terminal be 
withdrawn. 
10. UNITED STATES MAIL HANDLING ALLOWANCE 


Recommendation 
That within the applicable rule the allowance to baggagemen for the handling 
of United States mail be increased from 34 cents to 46 cents per day. 


11, 12, 183. DINING CAR STEWARDS 


Recommendation 

‘Lhat the basic hours of stewards be reduced from 225 hours to 205 hours. It 
is also recommended that penalty overtime shall not accrue until 240 hours have 
been worked and that hours between 205 and 240 be paid for at the pro rata rate. 
It is further recommended that the monthly salary to be paid for the 205-hour 
month shall be $9.65 less than the salary now received for the 225-hour month. 
Recommendation to be effective October 1, 1950. 


YARDMASTERS 

Recommendation 

After examining all the evidence submitted in this case, the Board now submits 
the following findings and recommendations: 

1. ‘That a 5-day workweek is feasible for yardmasters and that it should be 
adopted. 

2. That the salaries of yardmasters should be reduced one-sixth. 

3. That the sum of 18 cents should be added to the hourly rate of yardmasters. 
This increase to be figured on the new rate and determined according to the 
formula set out above. 








DISPUTE BETWEEN RAILWAY CARRIERS AND BROTHERHOODS 2] 


4. The suggested increase in the hourly rates of yardmasters should place their 
rates and earnings in their proper position when considered in the light of com- 
parative studies of the relative rates of other supervisory officials of the same or 
equivalent grade in the railroad industry, and the relative rates of those whom 
they supervise. 

5. The recommendation of this Board is that the suggested change be made 
as of October 1, 1950. It is felt this will give ample time to make all necessary 
arrangements both as to assignments and rules. It is the feeling of the Board 
that the rule changes should be made by negotiations and in conformity with out 
suggestions contained in the above discussion. 


EFFECTIVE DATE OF CERTAIN RECOMMENDATIONS 


As regards certain of the above proposals relating specifically to the daily 





earnings minimum guaranty, car retarder operators, footboard yardinasters, and 
the handling of United States mail, the Board recommends that these adjustments 
should become effective July 1, 1950. 
RECOMMENDATIONS ON PROP)DSALS OF THE CARRIERS 
INTERDIVISIONAL RUNS 
Progress and the forces of competition suggest that restrictions on interd 
runs be eliminated for both assigned and unassigned services Equitable dis- 


tribution of the work would protect seniority rights and the only condition to be 


exacted should be the giving of fair and reasonable notice (carriers’ proposal 7 


POOLING CABOOSES 


Pooling cabooses should be permitted, and any rule or practice limiting the 
right of use of cabooses for erews generally should be eliminated. Of course, 
proper provision should be made at terminals for locker space or other accommo- 
dations for employees who, under present rules, have assigned cabooses, and for 
the general care and upkeep of cabooses and equipment (carriers’ proposal 8 


COUPLING AND UNCOUPLING AIR HOSI 


There are many rules that require that where carmen are available, trainmer 
and yardmen are not required to couple and uncouple air, steam, and signal hose. 
We recommend that, where such rules are in existence, the parties should meet 
and redefine the import and intent of the rule so that its application will bi 
limited to those situations in which carmen are at the immediate point where 
the coupling or uncoupling is necessary. It is further suggested that where 
arbitraries are specified for this specific work, a clause should be added 
limiting such arbitrary to the member of the crew performing the work (carriers’ 
proposal 9). 





thereto 


MORE THAN ONE CLASS OF ROAD SERVICE 


We suggest that the parties include a rule providing that when more than one 
class of road service is performed in a tour of duty, the rate to be paid for the 
entire working time shall be the highest rate applicable for any class of 
performed (carriers’ proposal 12 (2) 


YARD SWITCHING LIMI1 


It is suggested that the parties agree that as switching needs expand or con- 
tract, Management should be permitted to expand or contract such yard limits 
to conform to the needs of service (carriers’ proposal 14 


REPORTING FOR DUTY RULES 


Call and reporting rules should be examined and changed so that less tim 
would elapse between the call time and the actual time of commencement. of 
work. This would probably aid the carrier in reducing initial terminal delay 
time (carriers’ proposal 16). 
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GENERAL RECOMMENDATIONS 


It is recommended that rule change requests of the carriers, not covered hereins 
be withdrawn. 

If the parties are unable to agr ‘e upon a rule for any one or more of the above 
suggestions, then in that event the parties should agree to arbitrate such question 


or qi ie stions. 








MINORITY VIEWS TO MAJORITY | 
BETWEEN THE RAILWAY CARRI 
OPERATING BROTHERHOODS 


REPORT ON DISPUTE 
ERS AND THE FOUR 


We are unable to concur in the report of the majority on the dispute 
between the railway carriers and the four operating brotherhoods 
because 

(1) We seriously question the wisdom of the committee hold- 
ing hearings and publishing a report on a pending labor-manag 
ment dispute; 

2) We do not think it is the proper function of the committee, 
nor do we believe the committee is qualified, to make recommen- 
dations concerning the merits of a pending labor-management 
dispute; 

(3) We think the hearings and the report are in: adequate and 
inappropriate as a basis for sound legislative proposals -by the 
committee in the field of labor-management relations in the 
railway industry. 

The policy of holding hearings on pending labor-management dis- 
putes is one that has serious and unfortunate implications both for the 
committee and for labor-management relations generally. We feel 
that the experience of the committee in the recent hearings on labor- 
management relations in the telephone industry and in the textile 
industry have made it clear that such hearings have a tendency to 
obstruct rather than to facilitate collective bargaining. In the case of 
the railway dispute there was, perhaps, an outside chance that hearings 
before the committee might resuscitate effective collective bargaining 
after protracted negotiations had apparently bogged down. In spite 
of informal mediatory efforts by the chairman of the committee, how- 
ever, the hearings concluded without a settlement being achieved. 
While the trainmen finally did make an agreement with the carriers 
several weeks later, it is doubtful if the hearings contributed to this 
agreement. It is significant that the other three brotherhoods have 
not yet settled with the carriers. 

It seems obvious to us that it is impossible for the committee to 
publish a report on a pending labor dispute that does not, in effect, 
constitute an intervention in the dispute and a precedent for inter- 
vention into other specific labor disputes. The majority specifically 
denies that this investigation was intended to do either of these 
things,! but whatever the purpose of the majority, a careful reading 
of the report clearly shows that this is exactly what it has done. 

In our judgment, the publication of the majority report may well 
delay a settlement rather than enc ourage one because it represents an 
attempt to cast the committee in the role of an eme rgency board—a 
role for which the committee is eminently and understandably un- 
suited. We believe that the primary and proper function of the com- 


i See p. 8. All references are to majority report. 
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mittee is to develop evidence on the basis of which it may form intelli- 
gent judgments concerning possible defects and deficiencies in legisla- 
tion affecting labor-management relations and in the administration 
of such legislation; and then to translate'those judgments into practical 
legislative recommendations to be acted upon by the Congress, or into 
practical recommendations concerning administration for the guidance 
of appropriate agencies of Government. While this function is not 
completely neglected in the report of the majority, it is certainly 
subordinated. 

It is not necessary to look beyond the majority report itself to 
find a clear statement of the reason why the committee should not 
attempt to pass upon the merits of the issues in dispute during a 
pending labor dispute, especially in one so complex as that involved 
here. The report recognizes that “the hours of service, overtime 
rates, and other conditions of employment of operating employees 
are governed by very technical and highly complicated working 
rules, calling for the payment of so-called arbitraries.””* It further 
states that “‘the organizations contend that the emergency boards 
appointed for their disputes have consisted of members who did not 
have sufficient knowledge of the industry a of the questions in- 
volved to decide justly on the merits.’”’* Apparently concurring in 
this conclusion, which appears to us a reasonable one, the majority 
recommends quite logically that “the emergency boards provided 
for by the (Railway Labor) Act could perform their functions more 
efficiently if they had the aid of experts in the field of railway wages 
and rules.” * 

In view of the above statements it is incomprehensible to us how 
the majority can maintain that it is sufficiently “expert” to make 
recommendations concerning the disputed issues and even to an- 
nounce that this report is merely of an “interim” nature,® thus leaving 
open the possibility for future excursions into these same disputed 
waters. 

We think it is fair to summarize the recommendations of the major- 
itv on the issues in dispute as follows: The 40-hour week should be 
granted to yardmen without diminution of take-home pay; wages 
and working conditions of operating employees are “substandard” 
and should be i improv ed; “otherwise insoluble deadlocks”’ over existing 
working rules that constitute a “substantial bar” to “continuing im- 
provement of * * * railroad facilities’ should be submitted to 
arbitration, but the scope of such arbitration should be limited to the 
“simplification” of the “bargaining processes by which necessary 
changes”’ nm these rules “can be effected,” and railway labor should 
not “abandon any of the gains for which it has fought so long and so 
courageously.’’ ® 

For the reasons already quoted from the majority report we do not 
feel qualified to substitute our judgment for that of the majority on 
the merits of the dispute. (By the same token, while we have great 
respect for the ability of the majority members of the committee and 
of the committee staff, we do not consider them “experts” in the field 
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of railway wages and rules.) We agree with the majority that only 
such experts are qualified to make intelligent recommendations on the 
merits of labor-management disputes in the railway industry. 
We do not think that even the recent prolonged hearings were of 
sufficient scope or duration to allow those relatively unfamiliar with 
this industry to acquire a bare minimum of expert knowledge about 
the complexities of this dispute. 

In addition to succumbing to the temptation to make recommenda- 
tions on the merits of the issues in dispute, and to imply that additional 
recommendations may be forthcoming in a subsequent report, the 
majority has shown a distressing lack of objectivity at several points 
in its report. 

For example, the majority presents most persuasively the case of the 
brotherhoods concerning the disputed status of the memorandum 
dated December 21, 1950.’ We agree that the evidence in the hear- 
ings indicates that the representatives of the brotherhoods affixed 
their signatures to this memorandum with the reservation, so far as 
they were concerned, that this action represented merely tentative 
agreement to its terms, subject to the unpredictable possibility of rati- 
fication by the membership. But we have searched the report of the 
majority in vain for any mention of what we consider to be the equally 
persuasive case for the carriers and the Government representatives, 
namely, that the signing of the agreement carried with it a strong and 
almost self-evident moral obligation for the brotherhood representa- 
tives to recommend acceptance of the terms of the memorandum to 
their membership as the basis for a formal agreement. From a prac- 
tical point of view, it seems obvious that the nub of this unfortunate 
misunderstanding was not so much the question of whether the memo- 
randum of December 21 could be properly interpreted to be officially 
final and binding. It was rather that the carriers and Government 
representatives considered it a foregone conclusion that the brother- 
hood representatives would urge its acceptance by their member- 
ship, while the brotherhood representatives apparently felt no such 
obligation. 

We fail to see either in the evidence relating to this misunderstanding 
or in that relating to the equally unfortunate misunderstanding con- 
cerning the “no-strike pledge of August 23, 1950,’ ° any 


» 
mi, 


{ reason to 
believe that the responsibility can be aimed at any one party, or that 
any one party can be absolved of responsibility. At the same time 
we hold no brief for the public announcements by the Government 
and the carriers at critical stages in the dispute placing the respon- 
sibility on the brotherhoods for alleged broken pledges or failure to 
honor agreements. 

The majority report devotes only half of one page to what we 
consider to be the primary function of the committee, namely, the 
effectiveness of the Railway Labor Act and the desirability of amend- 
ments thereto or of changes in its administration. Although the 
proportion of the hearings devoted to this subject was similarly small, 
the majority feel justified in stating that ‘‘generally speaking the 
hearings demonstrated that the Railway Labor Act is practical and 
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sound and that it has been administered well.”’* While it may be 
true that the act is “practical and sound,’ and well administered, this 
statement is certainly neither “demonstrated” by the hearings nor 
justified in the report. 

For instance there was very little discussion in the hearings of the 
procedure of the National Railroad Adjustment Board and no mention 
whatsoever of this subject in the majority report. Since this bipartisan 
board—or so-called referees appointed by the National Mediation 
Board in case of deadlocks—hands down compulsory decisions on dis- 
putes concerning the interpretation of working rules, it can hardly be 
dismissed as an insignificant part of the labor-management picture. 

Furthermore, although the question of the control of railroad rates 
and other significant aspects of railway operation by the Interstate 
Commerce Commission, and the relation of such control to the ability 
of the carriers to grant improvements in wages and working conditions 
was briefly raised in the hearings, there was no comprehensive dis- 
cussion of this vital question and no mention of it whatsoever in the 
majority report. The indefensibly oversimplified statement by the 
majority that ‘the railroads constitute a favored industry, one vested 
with a public interest”? enjoving “the advantages of monopoly” 
well indicates the superficial character of the majority’s analysis of 
the fundamental problems underlying labor-management relations in 
this industry. 

In fact the majority makes a seriously misleading statement regard- 

ing an important provision of the Railway Labor Act itself when it 
declares that “It is also quite clear that the Railway Labor Act does 
not impose even a moral obligation on the parties to a railway dispute 
to accept and act upon the rec commendations of an eme rgency board.” 
We think that the legislative history of this law would show most 
convincingly that labor, m: inagement, and the Congress felt at the 
time the act was framed and passed that the principal value of the 
emergency board procedure lay in the moral force of the Board’s 
recommendations. In recent years this force seems to have lost 
much of its vigor, but while these recommendations clearly were 
intended to carry no legal obligation, we submit that they were in- 
tended to carry a significant moral force, if not a moral obligation. 
In fact, the recommendations of the majority concerning the emer- 
gency boards seems to us to represent an attempt to restore the some- 
what diluted moral strength of these boards. 

We are inclined to agree with the majority that the pending dispute, 
as well as other recent disputes, indicate that there exists a “special 
problem in collective bargaining in the railroad industry”’ ” deserving 
of investigation. However, the hearings and the majority report 
herein discussed are certainly completely inadequate to determine the 
true nature of this problem and to serve as a basis for sound recom- 
mendations for its solution. 

Roserr A, Tarr 
H. ALEXANDER SMITH. 
Ricwarp M. Nrxon. 
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Mr. Grorae, from the Committee on Finance, submitted the following 


REPORT 
[To accompany H. R. 3181] 


The Committee on Finance, to whom was referred the bill (H. R. 
3181) to continue until the close of June 30, 1952, the suspension of 
duties and import taxes on metal scrap, and for other purposes, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 

By virtue of this act, the Committee on Finance accepts the report 
of the Committee on Ways and Means, which is as follows: 


GENERAL STATEMENT 


This bill would continue the exemption of metal scrap from import duties and 
taxes for another vear, until the close of June 30, 1952. Import duties and taxes 
on metal scrap were suspended from March 14, 1942, to June 30, 1949, inclusive, 
under Public Law 497, Seventy-seventh Congress and Public Laws 384 and 613, 
EKightieth Congress. The import duties on metal scrap were again suspended 
from October 1, 1950, to June 30, 1951, under Public Law 869, Eighty-first Con- 
gress 

The rates of duty on the principal types of ferrous and nonferrous metal scrap, 
suspension of which would be continued by the bill, are shown in the following 

table from a report of the United States Tariff Commission: 
Item Rate 
Ferrous scrap: 
Jron and steel scrap : 3715 cents per long ton plus additional 
duties on alloy content. 
Relaying and rerolling rails Mo cent per pound plus additional duties 


on alloy content. 
Nonferrous scrap: 


Aluminum 146 cents per pound. 
Copper and copper- -base alloy 2 cents per pound on the copper con- 
tent.! 
Lead (including antimonial lead) _-- 2% cents per pound on lead content. 
Magnesium 20 cents per pound. 
Zine (including zine dross and 34 cent per pound. 
skimmings). 
Free of duty under the Tariff Act of 1630. Sec. 3425 of the Internal Revenue Code provides for an import- 


excise tax of 4 cents per pound on the copper content of copper and copper-base scrap, which was reduced t 
2 cents per pound under the General Agreement on Tariffs and Trade, 


) 
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According to the Tariff Commission, these rates are the equivalent of an ad 
valorem rate based on import values in 1950, as follows: Iron and steel scrap, 1.4 
percent; aluminum scrap, 14.4 percent; copper scrap, 11.7 percent; brass scrap, 
13.9 percent; lead scrap, 23.9 percent; and zine scrap, 6.2 percent. Imports of 
alloyed iron and steel scrap were small, and the insignificant imports of relaying 
and rerolling rails and of magnesium scrap were not separately reported. 

Favorable reports on the legislation have been received from the Departments 
of Defense, Commerce, and Treasury and the Office of Defense Mobilization. 

In his report dated May 7, 1951, the Director of Defense Mobilization stated, 
in part, as follows: 

“* * * the demand for metal scrap, both ferrous and nonferrous, exceeds 
available supply. Consequently, it is essential to the defense production program 
that the importation of metal scrap from overseas sources be encouraged to the 
maximum extent possible. Continuation of the suspension of the duties and 
taxes on metal scrap imports is an important factor for the accomplishment of 
this purpose. Accordingly, I urge enactment of H. R. 3181.’ 

The Assistant Secretary of Defense, in his report dated May 11, 1951, stressed 
the importance of enactment of the bill, as follows: 

““Metals are generally in short supply to meet all the requirements in the United 
States. It is believed that metal scrap imports to this country can supply a 
considerable portion of the marginal needs beyond the current scrap production. 
The suspension of import duties on scrap provides a margin of cost which makes 
it feasible to market foreign scrap in the United States. In view of the urgent 
need for foreign scrap, and to facilitate its flow, the Department of Defense 
recommends enactment of H. R. 3181. Inflationary aspects of a reimposition of 
the duty as well as the inconsistency of such a charge in view of our need for scrap 
prompt this recommendation.”’ 

According to the Acting Secretary of Commerce in his report of May 11, 1951— 

“The situation with respect to metal scrap is critical at the present time, the 
requirements of the military, of the stockpiling program, and of essential civilian 
uses being far in excess of the available supply. Suspension of the import duties 
affects favorably the flow of metal scrap into this country from foreign sources, 
while the present and prospective shortages of these materials insures a stable 
market for domestic scrap.” 

The Treasury Department has advised that it anticipates no unusual adminis- 
trative difficulties under the provisions of the bill. 


CHANGES IN EXISTING LAW 


In compliance with paragraph 2a of rule XIII of the Rules of the House of 
Representatives, changes in existing law made by the bill, as introduced, are 
shown as follows (existing law proposed to be omitted in enclosed in black brackets, 
new matter is printed in italics, existing law in which no change is proposed is 
shown in roman): 


“Secrion 2 or THE Act or SEPTEMBER 30, 1950 (PuBLIc Law 869, 81sT Conca.) 


“Sec. 2. The amendment made by this Act shall be effective as to merchandise 
entered, or withdrawn from warehouse, for consumption on or after the day 
following the date of the enactment of this Act and before the close of [June 30, 
1951] June 30, 1952. It shall also be effective as to merchandise entered, or 
withdrawn from warehouse, for consumption before the period specified where the 
liquidation of the entry or withdrawal covering the merchandise, or the exaction 
or decision, relating to the rate of duty applicable to the merchandise, has not 
become final by reason of section 514, Tariff Act of 1930.” 


O 
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from the Committee on Appropriations, submitted 
the following 


U NW. OF MICH. 


REPORT 


[To accompany H. J. Res. 277] 


The Committee on Appropriations, to whom was referred the joint 


resolution (H. J. Res. 277) making temporary appropriations for the 
fiscal year 1952, and for other purposes, report the same to the Senate 
with various amendments and present herewith information relative 
to the changes made. 

SECTION 1 


SUBSECTION (B) 


The committee recommends that with respect to the agencies 
enumerated in subsection (b) funds provided for projects and activities 
of such agencies shall be at a rate not in excess of that which obtained 
for any such project or activity in the first quarter of the fiscal year 
1951 rather than the last quarter as recommended by the House 
Exception is made in the case of the Department of Defense and in 
the case of projects or activities which were initiated during a subse- 
quent quarter. With respect to the Department of Defense the rate 
of operation shall not exceed by more than 50 percent the rate obtained 
during the last quarter of the fiscal year 1951. 


SECTION 1 
SUBSECTION (D) 


Under subsection (d) which provides funds and authority, in addi- 
tion to those provided in the first three subsections, for projects and 
activities which were expanding during the last quarter of 1951 and 
which are expected to continue expanding during the first quarter of 
1952, the committee recommends that the rate for operations for the 

* 
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Department of Defense shall not exceed by more than 50 percent the 
rate obtained during the last quarter of the fiscal year 1951. 
To accomplish this the committee struck out the following proviso: 


Provided, That in no event shall the rate for operations permitted by this sub- 
section exceed that contemplated by the Budget estimates for the fiscal year 1952 


and inserted in lieu thereof the following: 


Provided, That in no event shall the rate for operations for Department of Defense 
permitted by this subsection exceed by more than 50 per centum the rate obtained 
during the last quarter of the fiscal year 1951: Provided, however, That with respect 
to other departments and agencies in no event shall the rate for operations per- 
mitted by this subsection exceed that contemplated by the Budget estimates for 
the fiscal year 1952. 


SECTION 1] 
SUBSECTION (BE) 


The committee recommends that with respect to the items enu- 
merated in subsection (e) of section 1, funds provided for projects and 
activities of such agencies shall be at a rate not in excess of one-third 
of the first quarter of the fiscal vear 1951 or in the case of projects or 
activities which were initiated during a subsequent quarter of said 
fiscal vear at a rate not to exceed one-third of said quarter, rather than 
the fourth quarter as recommended by the House. 

The committee recommends with respect to making funds available 
for Economic Cooperation that the following language included in the 
resolution as passed by the House be deleted: 


(including assistance to further European military production) 


With respect to making funds available for Mutual Defense Assist- 
ance, China Area Aid, and Economic Cooperation, the committee 
recommends that the following language contained in the resolution 
as passed by the House be deleted: 
and, in addition to the amounts herein appropriated, funds heretofore appro- 
priated for Mutual Defense Assistance, Economic Cooperation, and China Area 
Aid shall remain available (but not beyond the limiting date specified in clause 


(c) of section 4) for programs, projects, and activities initiated prior to July 1, 
1951 


SECTION 2 


Section 2 makes funds available to the District of Columbia. The 
committee recommends that the rate of operation for the District 
of Columbia during the month of July shall not exceed that which 
obtained in the first quarter of the fiscal year 1951 rather than the 
fourth quarter as proposed by the House. 


SECTION 6 


The committee recommends that a new section be added to the 
bill prohibiting the purchase of passenger-carrying motor vehicles 
under the terms of the resolution unless such purchase is specifically 
authorized by an appropriation act for a department or agency for 
the fiscal year 1952. 
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DisPpLAceD PERSONS COMMISSION 


The committee is advised that the continuing operations of the 
Displaced Persons Commission would be impaired through the 
requirement of the resolution that the activity be carried out under 
the lesser amount provided by the House in the independent offices 
appropriation bill for 1952. Since the regular bill is expected to be 
enacted into law within a short time, the committee does not believe 
it necessary to amend the resolution in order to provide specific 
authority for necessary obligations. It is the intention of the com- 
mittee, however, that the Commission shall continue their programs 
in operation with the minimum amount of obligations required, and 
shall defer insofar as possible until the regular bill is enacted other 
obligations requiring larger amounts, as may be finally authorized in 
the regular bill. 


FEDERAL NATIONAL MortGAGE ASSOCIATION 


The committee is advised that the normal operations of the Federal 
National Mortgage Association would be impaired through the re- 
quirement of the resolution that the activity be carried out under the 
more restrictive authorization as to nonadministrative expenses 
inserted by the House in the independent offices appropriation bill for 
1952. Since the regular bill is expected to be enacted into law within 
a short time, the committee does not believe it necessary to amend the 
resolution in order to provide specific authority for necessary obliga- 
tions. It is the intention of the committee, however, that the corpora- 
tion, from their income, shall make all payments required to keep in 
operation their programs of servicing mortgages and -maintaining 
properties in the interest of the Government’s investments, and shall 
defer insofar as possible, until the regular bill is enacted, other obliga- 
tions requiring larger payments, as may be finally authorized in the 


regular bill. 
O 
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Mr. 


HaypeEn, from the Committee on Appropriations, submitted the 
following 


REPORT 
[To accompany H. R. 3790] 


The Committee on Appropriations, to whom was referred the bill 
(H. R. 3790) making appropriations for the Department of the Interior 
for the fiscal year ending June 30, 1952, and for other purposes, report 
the same to the Senate with various amendments and present here- 
with information relative to the changes made 

Amount of bill passed by House_- $496, 764, 500 
Amount added by Senate (net) 


Total of bill as reported to Senate 520, O82, 307 
Amount of 1952 budget estimates: 


Regular estimates including $4,550,000 supple- 
mental estimates in S. Doc. 39 and $350,000 in 
H. Doc. 67 __.- 564, 186. 000 
Amount of 1951 


appropriations, as reduced 
1214. 


by sec. 
978, 687, 825 
The bill as reported to the Senate: 


Under the regular and supplemental estimates for 
1952 


2 14, 103, 693 


Under appropriations for 1951_ ~~ _-- ila 8, 605, 518 
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Bupcet Estimates, APPROPRIATIONS, AND AMOUNT RECOMMENDED 
FOR LIQUIDATION OF PrRiok ContTRAcT AUTHORIZATIONS 


The estimates considered by the committee total $564,186,000. The 
committee recommends appropriations totaling $520,082,307, which 
amount is $23,317,807 more than recommended by the House, 
$58,605,518 less than appropriations for the fiscal year 1951 after 
reductions under section 1214 of the general appropriation act, and 
$44,103,693 less than the 1952 budget estimates. 

Of the $520,082.307 approved by the committee, a total of 
$37,875,000 is for liquidation of prior contract authorizations. The 
bill carries no new contract authorizations for the fiscal year 1952. 
The bill contains a provision rescinding all contract. authorizations 
heretofore granted remaiming unobligated on June 30, 1952 


PERSONAL SERVICES 
PROPOSED REDUCTIONS 


Included in the 1952 Interior Department estimates for appropria- 
— s of $559,636,000, excluding supplemental estimates totaling 
$4,550,000 contained in Senate Document 39 not approved by the 
jummelibes. is a total coun of $171,147,495 for personal services. 
Within the $171,147,495 for personal services is a total of $53,777,219 
for operation and maintenance personnel, leaving an estimate of 
$117,370,276 for administrative, supervisory, clerical, and other per- 
sonnel not provided for operation and maintenance purposes. 

With the exception of the appropriation for “Health and safety,” 
Bureau of Mines, the committee has applied a minimum of a 10 
percent reduction to the $117,370,276 estimated for personnel other 
than operation and maintenance personnel. This reduction amounts 
to a minimum of $11,382,399 below the budget estimates for such 
personnel. By virtue of the size of reductions proposed by the com- 
mittee in the total appropriations requested for “Construction” and 
“Opel ration and maintenance,’ Southeastern Power Administration, 
for the Fine Arts Commission, and the elimination of the item for 
power and energy studies, New England and New York, the reduc- 
tions in the estimates for personal services in these instances is more 
than a 10-percent reduction below the budget estimates, increasing 
to $12,143,227 the total reductions below the 1952 budget estimates 
for personal services. These reductions are itemized in section 305 
of the bill. 

In instances where the over-all reduction by the committee in an 
appropriation will necessitate more than a 10 percent reduction 
below the budget estimate for personal services, the committee has 
not placed a limitation in the bill on personal services. With respect 
to all other appropriations in the bill involving personal services, 
with the exception of “Health and_ safety,’ Bureau of Mines, the 
committee has included in the bill a limitation on the amount of each 
‘appropriation to be available for personal services. 

The committee directs that the 10 percent reduction in the estimates 
for personal services, excepting operation and maintenance services, 


renee a ee 


nn ie 


ee 
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be applied to personnel in the District of Columbia and to personnel 
engaged in the field in the same ratio as departmental personnel and 
field personnel are set up in the ‘Detail of personal services” schedules 
appearing in the appendix to the 1952 budget. 

Inasmuch as the Interior Department is charged with the respon- 
sibility for operating and maintaining large power and irrigation 
projects, transmission lines for the distribution of power from Govern- 
ment-owned dams, hospitals for Indians, schools for Indians, the 
Alaska Railroad, and national parks, which have to be operated 
and maintained on a 24-hour basis, the committee recommends that 
estimates of personnel to be engaged in the fiscal year 1952 in the 
operation and maintenance of such facilitie be exempt from the 
10 percent reduction in personal services. A iinistrative, super- 
visory, clerical, and other types of personal services estimated for 
such activities, however, have been reduced 10 percent. The committee 
recommends no reduction in the estimate for the appropriation 
“Health and safety,’ Bureau of Mines. 

In effecting reductions of 10 percent or more in budget estimates 
for personal services, it is the expectation of the committee that these 
savings will be reflected administratively in proportionate reductions 
in expenditures which are incident to personal services 


JENSEN AMENDMENT 


In view of the proposed reductions by the committee in each 
appropriation for personal services, the committee recommends that 
the following section be deleted from the bill: 


Sec. 302. No part of any appropriation or authorizations contained in this Act 
shall be used to pay the compensation of any incumbent appointes 
office or position which may become vacant during the fiseal ye 
July 1, 1951: Provided, That this inhibition shall not apply 

(a) to not to exceed 25 per centum of all vacancies; 
(b) to positions filled from within the agency; 
(c) to offices or positions required by law to be filled by 


t 


oO any civil 


ar beginning on 


appointinent of 
the President by and with the advice and consent of the Senate; 

(d) to nurses, doctors, or other medical personnel, including 
and school teachers in the Indian Service; 

(e) to employees in grades CPC 1 and 2; 

(f) to law enforcement officers: 


orderlies 


Provided further, That when any department or agency covered in this Act shall, 
as a result of the operation of this amendment, reduce their employment to a 
figure not exceeding 80 per centum of the total number on their rolls as of July 1, 
1951, such amendment shall cease to apply and said 80 per centum figure shall 
become a ceiling for employment during the fiscal year 1952 and if exceeded at 


any time during fiscal year 1952 this amendment shall again become operative. 
ENFORCEMENT OF CONNALLY HOT OIL ACT 


The 1952 budget estimate for this appropriation is $174,000, of 
which $153,300 is for personal services. The committee has applied a 
10-percent reduction to the estimate for personal services, which 
reduction amounts to $15,330. The appropriation recommended by 
the committee is $158,670, which amount is $21,330 less than the 1951 
appropriation, $15,330 less than the 1952 budget estimate, and like- 
wise $15,330 less than the $174,000 recommended by the House. 

Of the $158,670 approved by the committee, it is recommended by 
the committee that not to exceed $137,970 shall be available fo 


for 
personal services. 
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SOUTHEASTERN POWER ADMINISTRATION 
CONSTRUCTION 


The committee has approved $342.020 of the $4,000,000 budget 
estimate. The $342,020 recommended by the committee is for the 
following items: 


(1) Roanoke River Basin: 
Survey and plans for a transmission line direct 
from the Buggs Island Dam to Kinston, N.C $23, 520 
(2) Savannah River Basin: 
Clark Hill-Greenwood transmission line, 115-kilo- 
volt 318, 500 


Total reeommended 342, 020 


Approximately 20 percent of the $4,000,000 estimate was set up for 
personal services. In allowing the above two items for the South- 
eastern Power Administration, the committee has made a reduction 
for personal services in the first item of $480 and $6,500 in the second 
item, which in each instance represents a reduction in personal services 
for these two items in the same ratio as the total budget estimate for 
personal services has to the total budget estimate. 

The committee has approved the two foregoing items with the 
definite understanding that the funds recommended therefor are not 
to be used if the Southeastern Power Administration and the public 
utility companies in the areas concerned can enter into wheeling 
agreements for the transmission of power from the Buggs Island Dam 
to Kinston, N. C., and for the transmission of power from the Clark 
Hill Dam to Greenwood, S.C. 

Considerable progress has been made in the last few years in the 
negotiation of wheeling agreements in other areas of the United States, 
and the committee knows of no valid reasons why similar agreements 
cannot be obtained in the southeastern area of the United States. 

The committee, therefore, directs the Southeastern Power Adminis- 
tration and the Secretary of the Interior to exhaust every possible 
effort to obtain proper wheeling agreements before utilizing the funds 
recommended for the above-mentioned facilities. It is the hope of 
the committee that it will not be found necessary to use these funds. 
In the judgment of the committee, fair and reasonable offers should 
be made by the public utility companies in the areas concerned for 
the wheeling of power from the Buggs Island and the Clark Hill 
Dams to preferred customers of the Government under section 5 of 
the 1944 Flood Control Act, and likewise in the judgment of the com- 
mittee when fair and reasonable offers are made by the public utility 
companies such offers should be accepted by the Secretary of the 
Interior as the distributor of public power under section 5. As stated, 
very encouraging progress has been made in obtaining wheeling 
agreements in other areas of the United States, and the committee 
sincerely hopes that not only with respect to the Kinston, N. C., area 
and the Greenwood, 5S. C., area, but with respect to the entire area 
covered by the Southeastern Power Administration, similar progress 
can be reported to it in the negotiation of wheeling agreements. 
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BREAKDOWN OF ESTIMATE AND AMOUNTS RECOMMENDED 


The following table sets forth the transmission facilities included 
in the $4,000,000 budget estimate, the items requested by the Depart- 
ment to be restored to the bill, and the two items approved by the 
committee: 
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The committee recommends that thre following paragraph he added 
to the bill 


7 he sim ot 7] es tH thig not gate portion of i} NS] SHO 000 ip ation 
contained i? hapte l’ of the Second S ppolemental lppropriatior Lei L945] P f ( 
Law 911, Eiqhty-t (C'onaress inder the heading *“‘Department « the Inte 
Southeastern Powe ldy fratior construction” s hereb S , mid sha hye 
carried to the surp S a aovereda nto the Tre SUTY , ( (fely por {he 


approval of this A 


Inasmuch as the Viremia Electric Power Co. has entered into a 
contract with the National Advisory Committee for Aeronautics to 
furnish the additional power that will be required at Langley Field 
Va., the proposed COMSTLPUCTION by the Southeastern Power Admiunis- 
tration of transmission lines, substations, and appurtenant facilities 
for the transmission of power from the Buggs Island project in southern 
Virginia to Langley Field, Va., will not be necessary The committee, 


therefore, recommends that the unobligated portion, $1,758,400, of 


the appropriation of > $50,000 made in the Second Supplemental 
\ppropriation Yer LOS t start construction of these fae tlities, be 
rescinded lor the same enseol tine Interior Departime mt “Ww thdrew 
Its request for additiona uppropriations im the fiscal vear 1952 to 
continue these facilities, and the bill as recommended t the Senat 
does not conta anv ame Li these facilities The linination of 


further funds for these faci ~ 1s shown in the table appearing above 








6 INTERIOR DEPARTMENT APPROPRIATION BILL, 1952 


OPERATION AND MAINTENANCE 


The 1952 budget estimate for this appropriation is $300,000, and 
the 1951 appropriation is in the amount of $150,000. 

_Of the $300,000 estimate, the House allowed an appropriation of 

$275,000. The committee recommends an appropriation of $125,000, 
ae amount is $25,000 less than the 1951 appropriation, $150,000 
less than the amount approved by the House, and $175,000 less than 
the 1952 budget estimate. 


ADMINISTRATIVE PROVISIONS 


The budget estimates provided for the purchase of not to exceed 
seven passenger motor vehicles. The House approved the purchase 
of five, and the committee recommends that the five allowed by the 
House be reduced to three. 


CONTINUING FUND, SOUTHEASTERN PowrER ADMINISTRATION AND 
SOUTHWESTERN Power ADMINISTRATION 


The 1952 budget estimate proposed a continuing fund of $200,000. 
The House reduced this amount to $50,000 and confined the use of 
this fund to “‘emergeney expenses necessary to Insure continuity of 
electric service and continuous operation of Government facilities in 
sald area.” 

The committee recommends that the House provision be amended 
as mdareated: 


All receipts from the transmission and sale of electric power and energy under 





the provisions of section 5 of the Flood Control Act of December 22, 1944 (16 
3; eee 825s), generated or purchased in the southeastern power area, shall be 
covered into the ury of the United States as miscellaneous receipts, except 
that the Treasury S ill set up and maintain from such receipts a continuing fund 
f $50,000, and said fund shall b placed to the credit of the Secretary, and shall 
t subject to ehe “9 bv him to defray emergency expenses necessary to insure 
continuity of electric service and continuous operation of Government facilities in 
said area: Pro ide i, 7 hat the follou ng paragraph snide the head ng O fli of the 
secretary, conti uing J nad, powe fransmission Ja i17i7e8 YF ? the Inte or / epa i- 
ment Appropriation Act, 1950 (Public Law 350, Eighty-first Congress), is hereby 
amended to read as follows 
“CONTINUING FUND 

‘Continu ng fund, power transmission facil fres: All ere pts from the trans- 

sion and sale of electric powe and ene rqyu inder the provisions of section 4 of the 
Flood Control Act of December 22, 1944 (16 U.S. C. 825s), gene ated or purchased 


an the southwestern power area, shall be covered into the Treasury of the l'nited 
States as miscellaneous receipts, exrce pt that the Treasury shall set up and maintain 
from such receipts a continuing fund of $300,000, including the sum of $100,000 
in the contin ng fund established under the Administrator of the Southwestern 
Power Administrati on in the First Supp lemental National Def nse Appropriation 
Act, 1944 (57 Stat. 621), which shali be transferred to the fund hereby established: 
and said fund of $300,000 shall be placed to the credit of the Secretary and shall be 
subject to check by him to defray emergency expenses necessary to insure continuity 
of electric service and continuous ope ration of the facili ties. 
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SOUTHWESTERN POWER ADMINISTRATION 
CONSTRUCTION 


The budget estimate is $4,100,000, and the House allowed an 
appropriation of $3,375,000. The committee recommends that this 
amount be decreased a net amount of $1,060,600 under the House 
allowance to provide an appropriation of $2,314,400, which amount 
is $6,305,600 less than was appropriated for the fiscal year 1951, 
$1,060,600 less than the House figure, and $1,785,600 less than the 
1952 budget estimate. 

The appropriation of $2,314,400 recommended by the committee 
is arrived at in the following manner: 


(1) Amount allowed by House $3, 375, 000 
2) Less amount in 1952 estimates and included i 
House figure for western Missouri project 1, 560, 600 
Total : 1. S14, 400 
(3) Plus increase recommended by Committee for 
‘‘N\liscellaneous construction” 500. 000 
Ty al r .Y | > anm stta ) 9 { 
lotal recommended »V committee 2,314, 400 


The committee did not approve the re quested res oration of 
$50,000 for ‘Plans and specifications for future prog , 


WESTERN MISSOURI PROJECT 


The House bill included language which prohibits the use of funds 
for the western Missouri project, but the $1,560,600 included in the 
1952 budget estimates for this project was not taken out of the bill 
by the House. The committee concurs with the House that the 


additional funds requested for this project s| ould not b made ava |- 


able and has accordingly deducted the $1,560,600 in the 1952 estimates 
and included in the House figure. Inasmuch as the committee recom- 
mends that funds be denied for the continuation of the western Mis- 
souri project and has deducted $1,560,600 for this purpose from the 
bill, the following language included in the bill by the House is 
unnecessary, and the committee recommends that it be deleted from 


the bill. | 


Prot led. That this appropriatio shall iot be expended tor the construe ion of 


facilities designated as comprising the western Missouri proj 


With respect to this request of the Southwestern Power Administra- 
tion for an additional appropriation of $1,560,600 for construction of 
a transmission facility between Carthage, Springfield, and Mansfield, 
Mo., designated as the ‘‘Western Missouri project,” it was the under- 
standing when an appropriation for this facility was made last year 
that, before funds were obligated, the Secretary of the Interior should 
endeavor to secure a wheeling contract from the appropriate private 
electrical utilities. Testimony in this year’s hearing indicates that 
the utilities in question, and particularly the Empire District Electrie 
Co., repeatedly offered to negotiate for a wheeling contract along the 
line of the so-called Oklahoma contract but that SPA had not only 
neglected to enter into negotiations but by letter had refused to do 
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so, giving as the reason a desire on the part of SPA to delay such 
negotiations until experience with the Oklahoma contract was avail- 
able. Testtumony from all witnesses also indicates that the line in 
question would not connect up with any SPA line but only with cer- 
tain lines of a so-called supercooperative with which SPA had con- 
cluded a contract, the legality of which is now being tested in court. 

In view of the unrefuted testimony before the committee, it is felt 
that no further action should be taken with respect to the construc- 
tion of this transmission line at this time and that funds heretofore 
appropriated and not now obligated should not be obligated until 
SPA is further advised by the Congress. 

It is to be hoped that SPA will proceed without delay in the nego- 
tiation of a wheeling contract with the private utilities of that area in 
line with the so-called Oklahoma wheeling contract. 


PERSONAL SERVICES 


Of the $2,314,400 recommended for the appropriation ‘‘Construc- 
tion,”’ the committee proposes that not to exceed $586,800 shall be 
available for personal services and has accordingly written such a 
limitation into the bill. 


OPERATION AND MAINTENANCE, SOUTHWESTERN POWER 
ADMINISTRATION 


For this appropriation, the estimate proposed an appropriation of 
$1,300,000, of which the House approved $1,275,000. 

Exclusive of operation and maintenance personnel included in the 
budget estimate, as distinguished from administrative and supervisory 
personnel, the estimate included $442,882, for personnel services. The 
committee has applied a 10 percent reduction to the estimate for ad- 
ministrative and supervisory personnel, which amounts to a reduction 
of $44,288 below the budget estimate, to provide an appropriation 
of $1,255 - This amount is $19,288 less than the House allowance. 

Of the $1,255,712 proposed by the committee, it is recommended 
that not be exceed $900,712 shall be available for personal services. 


TraNsFer OF Certain Factuities, Dentsoxn Dam Prosect 


The committee recommends that the following provision be added 
to the bill: 

The. sdiction and control of the Denison-Payne 132-kilovolt transmission line 
hereby vested in the Secretary of the Interior, and the interdepartmental accounts shal 
be adjusted according 

The 1952 budget estimates included $175,000 for the purchase of 
the Denison-Payne transmission line by the Interior Department from 
the Department of the Army. The committee has not included the 
$175,000 in the bill but recommends the foregoing provision to vest 
in the Secretary of the Interior jurisdiction and control of this line. 
The line is excess to the nee «ls of the Department of the Army and has 
been so declared, and it is needed by the Southweste Tn P ower Admin- 
istration for the delivery of electric energy from the Denison Dam to 
the P avne su bstation at which point power Is delivered under contract 
to the Texas Power & Light Co. 
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ADMINISTRATIVE PROVISIONS 


The 1952 budget estimates contain provision for the purchase of 
20 passenger motor vehicles, of which 8 were to be for replacement 
only. The House made provision for the purchase of 15, of which 
S were to be for replacement only. The committee recommends that 
the 15 for purchase approved by the House be reduced to 8 and 
the 8 shall be for replacement only. 


COMMISSION OF FINE ARTS 


The estimate for this appropriation, including a supplemental 
estimate of $9,000, is in the amount of $27,000. The House approved 
an appropriation of $20,000. The committee recommends that this 
amount be reduced to $14,530, which is the amount available for the 
fiscal year 1951. The amount recommended by the committee is 
$5,470 less than the House allowance and $12,470 less than the 1952 
budget estimate 


BONNEVILLE POWER ADMINISTRATION 
CONSTRUCTION 


The 1952 budget estimate for construction is in the are of 
$73,650,000 which includes the supplemental estimate of $4,150,000 
sent to the Senate (S. Doc. 39). Of this total amount, 321/000, 000 
is for liquidation of prior vear contract authority The House 
Commuttee on Appropriations recommended an appropriation of 
$67,500,000 and the House allowed $62,000,000 

The committee recommends a total of $67,500,000 of which $21,- 
000,000 is for liquidation of prior vear contract authority. In recom- 
mending this amount the committee has approved $250,000 for the 
North Santiam Substation contained in the supplemental budget 
estimate and has disapproved the remainder of the supplemental 
estimate totaling $3,900,000 which was requested for the purpose of 
accelerating the proposed California intertie. The committee recog- 
nizes the need for improving service conditions in the Redmond, Ore; 
area and directs that construction of the idee adbeast cane 
230-kilovolt transmission line be expedited to the extent practicable 
within the limits of available funds. The committee has d sapproved 
the budget estimate of $54,000 covering surveys for a 230-kilovolt 
transmission line between LaGrande and Baker 


OPERATION AND MAINTENANCI 


The 1952 budget estimate for operation and maintenance of the 
Bonneville Power Administration is $5,500,000. The House allowed 
an ap Sern of $5,250,000 


Included 1 the total estimate of $5,500,000 is $4,115,423 for pe) 
sonal eevee of which $2,799,816 is for personne engaged in opera 
tion and maintenance work The remaining estimate for persona! 
services, $1,315,607, has been reduced by ti) committee S131.56] 
rr 10 pereent 

The appropriation recommended by the committee is in the amo 
of $5,368,439, which amount is $118,439 mot than ti amour 
approved by the House and $131,561 less than t] 2 Dud 
nate 
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FLEXIBILITY IN ALLOCATING APPROPRIATIONS WITHIN THE PoLicy 
INTENT OF CONGRESS 


Because of the business character of the Administration’s activities, 
flexibility in allocating appropriations within the policy intent of 
Congress is necessary so that maximum economy can be achieved. 
It is recognized that the power conditions and requirements in the 
2,000,000-kilowatt Federal system are constantly changing, and that 
facilities and operations must be adapted to actual current condi- 
tions as determined by comprehensive and continuing engineering 
analyses after appropriations are made. Therefore, in line with the 
policy stated in the committee report for last year’s appropriation, 
the appropriations available for construction and operation of the 
power facilities of the Bonneville Power Administration should be 
administered within the appropriation language and policy intent 
of the Congress, on the basis of changing power conditions and 
requirements as they occur in the area. 

It is understood that this authority for administrative adjustme nt 
in the use of funds will not permit undertaking construction of new 
major facilities not previously approved by the Congress. It will 
permit, within the limits of funds appropriated upon approval by 
the Bureau of the Budget, expansion of existing major facilities, con- 
struction of new minor facilities and expansion of existing minor fa- 
cilities, all only as required by urgent conditions which could not 
have been foreseen in time for normal presentation to the Congress. 


BUREAU OF LAND MANAGEMENT 
MIANAGEMENT OF LANDS AND RESOURCES 


Of the budget estimate of $7,850,000, the House allowed an appro- 
priation of $6,900,000. However, on the House floor a language 
amendment was added to the bill earmarking a total of $1,200,000 for 
soil and moisture conservation work, which had the effect of increasing 
this activity $198,900 over the budget estimate of $1,001,100 for this 
activity. 

Exclusive of operation and maintenance personnel, and $394,032 
for operating positions under ‘Forestry activities’ for Oregoa and 

California lands and Coos Bay Wagon Road lands and other lands, 
the 1952 budget estimate includes $3,262,954 for personal services, 
and the committee recommends that this amount be reduced by 10 
percent, or $326,295, which subtracted from the total budget estimate 
of $7,850,000 leaves $7,523,705. To this amount, the committee has 
added the $198,900 proposed by the House bill as an additional amount 
to be used in the fiscal vear 1952 for soil and moisture conservation 
work, making a total appropriation of $7,722,605 recommended by 
the committee. 

The amount proposed by the committee is $822,605 more than the 
appropriation approved by the House and $127,395 less than the 1952 
budget estimate. 

In recommending an appropriation of $7,722,605, the committee 
has approved $1,200,000 for the activity “Soil and moisture conserva- 
tion” and likewise has approved $1,775,700 for the activity ‘Forest 
management,’ which is the amount ‘of the budget estimate for this 
activity. The committee feels justified in recommending the budget 
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estimate for the activity “Forest management” in view of the addi- 
tional revenue that will be received by the Government from the sale 
of timber from the O. and C. lands in Oregon and from public-domain 
lands. 

In proposing an appropriation of $7,722,605, the committee recom- 
mends that not to exceed $4,864,096 shall be available for personal 
services. 

Since the committee is recommending in this report that $1,200,000 
be approved for the activity “Soil and moisture conservation,” 
and is including funds in the bill for this purpose, it is recommended 
that the following language inserted on the House floor be deleted 
from the bill: 


of which $1,200,000 shall be used for soil and moisture conservator 
CONSTRUCTION 


The committee recommends that the following paragraph be ndded 
to the bill, the 1952 budget estimate for this appropriation being in 
the amount of $1,000,000: 


Construction 


y P } y ] Z , Pan 
For construction of access roads on the revested Ore gon and California Railroad 
and reconvened Coos Bay Wa jon Road grant lands: acquisil on of rights-of-wa 


4 
and of existing connecting roads adjacent to such lands; to remain available until 


ex pe nded, $995 000, of which not to exceed $45,000 shall he available for persona 


ry , - ‘ 4 Sa 
services: Provided, That the amount appropriated herein for road construction shall 
be transferred to the Bureau of Public Roads, D par fment of Commerce : 


The committee recommends $995,000, which is the budget estimate 
less a 10 percent reduction in the estimate for personal services, for 
construction of access roads on revested Oregon and California grant 
lands. The House committee in its report indicated unwillingness to 
provide for this capital expenditure ‘unless and until substantial 
adjustments are made regarding the distribution of receipts of timber 
sales.”’ 

The committee is advised that the present division of receipts of 
50 percent to local government and 50 percent to the Federal Govern- 
ment has been the policy of the Congress since 1916 when it was first 
established in the original Revestment Act, although in 1937 when, 
at the request of the Federal Government legislation was passed 
limiting the measurement of local participation to a percentage of 
receipts, provision was made for payment to the counties, after full 
reimbursement to the Government of all its outlays on account of the 
lands, of an additional 25 percent of receipts. This provision was 
inserted, the committee is advised, for the purpose of safeguarding the 
tax claims of the counties should the sales of timber not reach expected 
amounts. The provision would not become operative until complete 
reimbursement of all Federal charges against the lands. This reim- 
bursement will be finally completed in the current year. Bills are 
pending in both Houses to amend the act of August 28, 1937, to pro- 
vide for the original 50-50 division, that is to say, for repeal of the 
provision for additional payment to the counties. Upon the adoption 
of this legislation the operation of these lands will result in a net profit 
to the Government of a considerable sum each year. The committee, 
therefore, feels that the item for construction of access roads is an 
investment which will not only be repaid but will result in increased 
net revenue to the Government annually, as well as advance the 
national interest in the matter of permanent forest production on 
these timberlands. 
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ADMINISTRATIV ROVISIONS 
In the 1952 budget estimates authority was included for the pur- 
chase of 57 passenger motor vehicles for replacement only. The 
House approved the purchase of 32 ‘! onunittee recommends 


that this number be reduced to 25 


BUREAU OF INDIAN AFFAIRS 

The House allowed the budget estimate for the several appropria- 
tions under the Bureau of Indian Affairs but placed an over-all limi- 
tation of $65,000,000 on the funds to be available in the fiseal vear 
1952, which amount is $6,425,000 less than + vudget estimate of 
$7 1.425.000 

The committee recommends that th er-all dimitation be deleted 
from the bill and that the amount of appropriation be fixed in each 
individual appropriation paragraph 

In summary of the committee’s action on the Bureau of Indian 


Affairs, it may be pointed out that the total recommended under the 
SIX separate appropriation paragraphs is $67,907,866, which amount 
is $7,567,189 less than was appropriated for these purposes in the 
fiscal vear 1951, $2,907,866 more than the over-all limitation of 
$65,000,000 proposed by the House, and $3,517,154 less than the 1952 
budget estimates for these appropriations 

The committee concurs in the following <satement contained in 
the House report: 


Although recognizing the necessity to p a i i] assistance, the com 
mittee feels that increasing emphasis must piaced act tangible progress 
toward the assimilation of Indians into the general population Unless this is 
done the Indians will inevitably contu hei pendent status and will 
never be able fully to enjoy the privileges a poortunities of American 


citizenship, 


The committee ealls this recommendation o the attention of the 
proper legislative committees and expresses ‘he hope that the matters 
referred to therein rhea \ have the rly ame rreful consideration of 
those committees. 

The following discussion gives 1] ition on each appro- 
priation paragraph 


Heauru, Epucariox, anon Wet SERVIC 
For this appropriation, the 1952 bude s! ate s $43.600.000, 
The committee recommends a appropriation ol $41,180,000, 


which is $2,420,000 less than the estimate. 
By activities, the amount proposed 54 mmittee is broken 
down as follows: 


(1) Hospitals, disease-preventive an rat es. $15, 500, 000 
2) Educational assistance, facilities and s S 23. OOO, OVO 
(3) Welfare and cuidance services 1, S50, 000 
(4) Placement services 500, 000 
D Maintaining law and ordet 3850. OOO 
Total recommended 11. 180. 000 

With reference to the activit ““wella y nee serviees,”’ the 
committee recommends that the Bureau o ndian Affairs concen 


; 
trate on welfare work and tes nh guid ~ 
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In proposing | ( of $41,180,001 mmuittes 
proposes that hot Ve £23 699 661 shall be Vi 1) or p 
sonal services \s dae wise The wppropriations t | OmMMmittes 
has exempted fron i iU-pereent eduction im op ) Servs 
personnel engages rat rant nee Wo! 

\ 1 
I 1} 

Included in the oe stimate of SLT A0OO 000 is S405 $()4 
hot personal Services : s1Ve tr pe -onnel envacves 1) Lilo! ithe 
Inaintenance work | tee has applied a Lf red 
tion to this personne c ' hich reduetion amout 0 S45 } 

he committer Prarthie reduction S27.000 in th 

ibnetivityv for Pros B ( i netivities”’ Un) ( etivitl 

Aoricultural ai wri ssistanet It 1 thy | the yt the 
corrpittee that this ‘ tron of SP7.500 1 t | bye 
in addition to the: t btarmmed b Uppivil tie reel 
ent below the 1952 | t ~ for personal 

The total reduct tye t ret estimat por 
committee is S478 propriatio i ti 
recommended b [ie 

With respect 1 he committ Ne] 
that not to exceed Sb 4 +“ ee oay lable for pi ! \ . 

Phe 1952 bude : I Sappropriation ts in tl 0 t of 
(>) Si? DOO OOO. 4 O ‘ ins hy for p rsongnl I ce oO} ot 
which is for opera ‘ ance worl The 10 p t 
tion in personal ™“t . Oo th fhe Ire amo =. 1 StH SOB 
Which deducted fron eoestil te Of STZ.000 000° pro Sab appro 
printion OL ST1L.OS i ! nt is recommendce } big yn 
mittee, This amo $7 .454,547 less than the 1951 ; yr ator 
Q)} the amount appro I Ormittes { Is on 
not to exeeed SD RS (i; st ty s ileal for perso 


Phe committee tia ne percent reduction to persona 
service estimate Of S249 jba4, Ww I eduction amount O SLY > 


None of the person - \ f provided for under this a ypropriatiol 


are fo operation ane | rite? e worl 
‘7 he total budget estilnate rete he heading “Creneral qdiibistra 
tive expenses” amount ( » $3.600,000 has been reduced by the- —, 
committee in the amour f the $299,253, leaving an appropriation 
of $3,300,747. This amount is $279,255 less than the 1951 approp 


ation QO) the $3.500.747 proposed by the committer 1 s recom 
mended that not to exceed $2,695 281 shall be available for | rsonal 
services 


Revo_vinc Funpb For LOANS 


In this instance, the coniumitee recommends the full amount of the 
budget estimate, SSOG 0! I: the fiscal vear 1951, $2,400,000 was 
appropriated under this heading The act of April 19 1950 (Publi 


Law 474, SIst Cong.) authorizes the appropriation of $5,000,000 for 
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loans in connection with the Navajo-Hopi rehabilitation program. 
The committee feels that the $800,000 included in the 1952 budget 
estimates for loans to continue development of business and industrial 
enterprises on the Navajo and Hopi Reservations should be allowed in 
its entirety in order to enable these tribes to assist through their 
own efforts in the development of their resources and the rehabilitation 
Kunds appropriated for this purpose will be repaid 
to the Government. 


oO} their people. 


PAYMENT TO CHocTAW AND CHICKASAW NATIONS OF INDIANS 


1 


_ For this appropriation, the committee recommends an appropria- 
tion of $22,655, which amount is $2,345 less than the budget estimate 
of $25,000. The $2,245 reduction represents a 10-percent cut in the 
personal services of $23,450 included in the total estimate of $25,000. 

Out of the appropriation of $22,655 proposed by the committee, 
it is recomme ‘nded that not to exceed $21,105 shall be available for 
persona | services 


Toneve River INpriAN Reservation Exvectrric Line 


A proposal involving the reimbursable transfer of the Tongue River 
Indian Reservation electric line to the Tongue River Electric Coop- 
erative, Inc., Montana, was presented. The committee recognized 
that to incorporate such a proposal in the bill would be considered as 
legislation in an appropriation bill, but since it would involve no ex- 
penditure of Federal funds, but would result in an actual saving to 
the Government, it was agreed that the matter could best be pre- 
sented as an amendment on the floor of the Senate, and authorized 
this be done. 


ADMINISTRATIVE PROVISIONS 


The 1952 budget estimates proposed the purchase of 287 passenger 
motor vehicles, of which 191 were to be for replacement only. 

The House made provision for the purchase of 191 passenger 
motor vehicles, all of which were for replacement only. 

he committee recommends that the 191 approved by the House 
be reduced to 125, all of which shall be for replacement only. 


BUREAU OF RECLAMATION 
For the Bureau of Reclamation, the 1952 budget estimates, in- 
cluding a supplemental estimate of $400,000 received by the Senate, 
which wos disallowed, total $252,475,000. The House approved for 
the Bureau appropriations totaling $222,094,000. The committee 
recommends appropriations for the Bureau totaling $234,991 ,247, 
which amount is $36,552,753 less than was appropriated for the fiscal 
year 1951 after reductions were made under section 1214 of the 
General Appropriation. Act , 1951. The amount recommended by the 
committee is $17,483,753 less than the 1952 budget estimates for the 
Reclamation Bureau core $12,897,247 more than the amount ap- 
proved by the House. 


GENERAL INVESTIGATIONS 


The budget estimate for the fiscal year 1952 is in the amount of 
$5,500,000, “which amount was reduced to $4,000,000 by the House. 
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The committee recommends an appropriation of 54 HY OOF This 
amount 1 4600,000 more than the appropriation allo 
House, but is $900,000 less than the 1951 appropriation and 
wise $900,000 less than the 1952 budget « mate 

Within the total appropriation of $4,600,000 reeom me b 
committee. tive Collbran project Colora iO, nas D l lied 
amount not to exceed $100,000, and the committe om S 
that project Investigations proceed on this project at th ( 
possible date. 

With respect to the appropriation of $4,600,000 approved by t! 
committee, it is recommended that not to exceed $3,163,396 s 
available for personal services. 

CONSTRUCTION AND REHABILITATION 

Kor the appropriation “Construction and rehabuilita mn.” 6Whieh 
includes all construetion work carried on by the Bureau, the 1952 
budget estimates total $224.090,000. The Tlouse allowed an appro 
priation totaling $197,000,000. The committee recommends a total 
of $208,344,450, which amount is $35,388,550 less than was appre 


priated for the fiscal vear 1951 after reductions wet 
section 1214 of the General Appropriation Aet, $15,745,550 less than 
the 1952 budget estimates, and $11,344,450 more than 
approved by the House. 


Out of the appropriation of S208 344,450 approved by 


the amount 


mittee, not to exceed $29,160,408 is to be available for persona 
services None ot the personnel provided for unde! thy . appropria- 
lion is engaged in operation and maintenance work. The com- 


mittee has made a 10 percent reduction in personnel estimated for 
under this appropriauion, which reduction amounts to $3,240,045 


-REAKDOWN BY PROJ! is 


The following table sets forth a breakdown of the proj: 
by the committee and the amounts therefor: 


| ‘ 
Ala | 
\! eG | ( ‘ S 
\ ( ' All-A ( | 
Ari ( i- Ne or vork 1k 
i ’ - 
Arizona-Nev 
Be ler ( je d 
I) ) ~ 
Califor 
Cachuma project 4 x JN 
Central Vall pre t S ( 8 ) 
Kern | ver pr 4 , 
Kings River project 2 K 
Coloradk 
Colorado-Big Thompson project 19, 30 ) sO) 19, O00, ( 
Paonia project S65, OO) . gH. O 
San Luis Valley project 22, 80 0 600. 000 
Idaho 
Boise project, Payette division 154.2 54, 200 
Minidoka project, American Falls power division 1, st MM 0 


See footnotes at end of table, p. 16 
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ve 
I i ‘ Ar ; 
t “A it 
' 
\I 
SM 15 OR ‘ ’ 
r ; " 
H 2 YT? Q) x0 2) 000, O00 
, t Ss, 4 4 } 
j \ (Mw) 
14 ’ 
1 | ( RN OM Da f rms (WM 
) WwW in Os tt 
) ) a5 OD ' 
( 4 & 4 
| | x iM 9 s 1S 
1 
WW). OF ( \ 
‘ 1K ¢ 5 8 ¢y 
W 
K ( x 
h " 9 134 2 250. OOO 
I ) S55, 74 , 
- J w o 
\ oi 6, 80 
! + S24 2 852.4 
224. OOO. OO 00. 000 OS. 344.4 
‘ SD N iM } 4 4 
| 
i idget B et Bureau re 
< ; I ‘ ( 
\ re) 
8) B il i SOY 
All 
AJ AMERICAN CANAL, ARIZ.-CALIF. 
— j rat 
1 te Duco estimate for this project Is SILSOUOOO he Hous 


1} ’ 
Hiiowed sil 


772,330, of which $1,684,000 was earmarked for completion 
of construction of the Coachella division of the All-American Canal 
system. The committee was advised that the amount to complete 
the Coachella division is $2,783,000, which amount the committee 


} 


has approved becatise il beheves that this project sho id be completed 


at the earliest possible date 


For the Imperial division of this project, the committee has approved 
the budget estimate, SISO.000, making a total of $2,963,000 approved 
by the Committee for the All-American Canal 

With respect to the Coachella division of this project, the committee 
recommends that the following paragraph in the bill as passed by the 
House be amended as follows 


“Construction and rehabilitation, Bureau of Reclamation” shall be a<eaikebte fer 
expedite terenread erpended to compl tion of construction of the Coachella 
division of the All-American Canal svstem, Boulder Canyon project: Provided, 
That priser therete centerettat serancements satisteetery te the Seerettey shett 
he sade fer seneveHernt ef any sums thereof so expe ided in excess of the amount 
required to be repaid under the existing contract between the Coachella Valley 
Count Water District and the United States shall be repayable by said district 
to the United States unless said district sl all be udicially determined to be not liable 


Not to exceed $4:654.408 $27,793,000 of the appropriation herein made for 


therefo 
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It is to the interest of the Government that this matter be judicially 
determined at the earliest possible moment, and the committee feels 
that the Secretary of the Interior should be as diligent as the district 
in prosecuting such action. The committee also feels that completion 


of the project should be diligently pursued so that the project can be 


completed it the earliest possible date and the final eosts thereof 
determined. 
CENTRAL VALLEY PROJECT, CALIFORNI 


The 1952 budget estimate for this project Is $38,750,000, including 


! 
i 


| 


a supplemental estimate of $400,000 in Senate Document 39, whic! 
supplemental estimate has been denied by the committee. 

The committee has approved an appropriation for this project in 
the amount of $33,870,000, which is the same amount a ommende 
by the House Appropriations Committee. Phe $33,876,000 proposes 
by the committee is $4,480,000 less than the regular 1952 iige 


» 1 } ] 


estimate, $38,350,000, and $4,880,000 less than the total estimate 


including the $460,000 supplemental. 


2 >TryG? line > . sy*tcat 7 . » —7 1) \/ } 4 "a4 
In recommending an appropriation of &. SAU 000 ihe OMMAtt ee 


hh 


has pecifically dented funds for 4 


estimates of the 1952 progran 


*) 


(1) Transmission facilities: 


. ; ; 
( following idemis containers rh thie 


i Keswt ety eV \ tiverta 112 ON {| > ri he 
bh) Port Clicaeo-Na Island 115-kilovol 
and 2 subs at lol Hy ENt) 
(¢ Tracv-Patterson Ni Vili SUppir OU- LOvO 
line and 2 substations 150, 0 
d CVP BPA Lil reconnection and substat 
230-kilovolt, including $400,000 contai 
in S. Doe. 39 2 100. OO 
(e) ‘Traev-Livermore-Ames Laboratory line an 
substation 700, OOO 
(f ‘Tracy -Clontra Costa-Clavton-Yenacio OU- 
kilovolt line and 2 substations 201, 170 
(d) Keswick-Shasta Dam area PUD 115-kilovolt 
line and substation 05, 308 
h) Elverta-Sacramento switchvard 150, 000 
Kolsom-Elverta-Sacramento looDd L15-k 
volt line and substation 500, O00 
Total disallowed by committee for fore- 
going items _ _- 5, 906, 478 


The total reduction of $5,906,478 for the fore YOIne items is more tint 


1 ; . , 4 
the over-all reduction recommended by the committ: lor the Cent 


Valley project. It is the direction of the conmmittee that the addition: 


funds that would be available after el 


' 
i i i } 
items be applied to the u ization features of the Central Valley 


. : } ‘ ; ‘ 
project in order that those features may be expedite as much 


possible. 


The committee has restored $630,000 of the Central Vallev prot 
eS mate specifically for initiation of const ‘tuction Of the Cor rei (os 
County water district distribution system only N 0 


S. Rept. 499, 82-1——-3 





_ 
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funds, nor any others in the bill, or previously appropriated, are to 
for surveys, or anv other work in connection with the pro- 
posed aqueduct or other water service to the citv of Richmond. 
The committee feels the issues between the city of Richmond and the 


East Bay municipal utility district should be settled between these 


be used 


agencies before the Bureau of Reclamation proceeds further with 
negotiations or plans to serve the citv of Richmond with municipal or 
industrial iter supplies. If satisfactorv agreements cannot be 
reached, the committee next year will take another look at the 


With specific reference to the proposed i lsom Klver a-Sacramento 


loop Lie) silovolt line anc substation, the committee wish 5 to point 
out in view of the fact that it has been estimated by the Burea 1 of 
Reclamation witnesses that power from Folsom Dam will not be 
‘available until 1954 that it feels, in recognition of the demand upon 
the Federal Treasury for national defense purposes, this item can 
be postponed this vear. The committee believes that the Bureau of 
ceclamation should conduct an investigation to determine whether 
it would be preferable to construct a 230-kilovolt line from Folsom 


Dam to connect to the Shasta-Tracy line, rather than the 115-kilovolt 
line which the Bureau has proposed. This report should be available 
prior to the submission of a request for any additional funds on this 


item in a subsequent appropriation bill. 


COLORADO-BIG THOMPSON PROJECT, COLORADO 


The committee recommends $19,000,000 for this project in leu of 
the budget estimate of $19,300,000. 

The committee has disallowed the $100,000 included in the 1952 
budget estimates for the i’stes-Leyner 115-kilovolt transmission line 
but has approved for inclusion in the Bureau’s 1952 program for this 
project the Estes power plant-Pole Hill power plant 115-kilovolt line 


in the amount of $100,000. This latter item was recommended to 


the committee by both the Reclamation Bureau and the public utility 


company in the area. 
+ 
MINIDOKA PROJECT, AMERICAN FALLS POWER DIVISION, IDAHO 


The House approved $1,236,060 of the budget estimate of $1,300,000 
for this project. The committee recommends that the project be 
eliminated and has disallowed the $1,300,000 budget estimate. which 
was broken down as follows: 





Estimated 1952 budget 
t estimate 
(i) Ame in Falls power plant eee $5, 390, 000 $1, 067, 000 
(2) Amer n Fal witehyard 540. 000 133, 000 
(3) Transn 1 line (American Falls-Minidoka Dam aa 670, 000 100, 000 


Total ae es §, 600, 000 1, 300, 000 
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MIDDLE RIO GRANDE PROJECT, NEW MEXI 
Because of the severe drought in the Middle Rio Gra Vi 
committee recommends that the emereeney wot yn th \ 
Grande project, New Mexico, und en in 
purposes outlined in the Presider lett f Ma 
seecretary the Inte r! 2 Che conn } ! 
the funk ss! L by 
of the Interior from unobligated balance ( \ 
Bui i] } Rec 1? itio it) prapt ) } ( 
lon { rehabilitatio 
Because of tl mel! > { @X1S ‘ { 
of the Budget on M 4 releases | 
Reclamation Burea ive vation funds to be ( 
advance pli nning for the em Vy S ( 
committee believes that the « I icv WO) ( 
carried forward as rapidly as pe ble i ct \ 
that approximately $1,463,000 will be required for 
Constr ection 
MISSOURI v1 BASIN PROJEC! 

For trie M sour! Riv I Bas nh project th 1952 bi t ¢ 
S5S.673. 600 he House allowed an ay propriation ot S46 { 
The CO pitter recommends ‘ total ) 5!1.776,800 tor tt 
River Basin, which amount is $6,896,800 less than the 192 


estimates, $2,722,380 more than the an 


and $25,946,276 less 
Basin project for the fiséal year 
under section 1214 of the General Appropriation Act 

The $51,776,800 recommended DY 


the follow Ing manner: 


ount approved 


than was appropriated for the 


1951 aiter reduct 


1) Amount approved by House Committee on Appro- 
priations 


2) Plus increase specifically earmarked under phase B 
for Rapid Valley unit 


Total recommended by committee 


S51. 


ol, 


| Rio 
e 
e 
) tii 
rT ( 
ne 
| 
111 
| \ 
( d 
mit ~ 
‘ 
1 490 
lissourl 
pudavet 
T 
rio e 


the committee 1s arrived at in 


591, SOO 


185. 000 


7726, SOO 
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BREAKDOWN OF PROJECTS 


The following table sets forth a breakdown of the projects approved 
by the committee and the amounts therefor: 


Amount ree- 


Budget est Atmount ; i 
. ’ nmendet 
Proje d ” nd unit mate, fiscal illowed t : ; 
’ ’ bv Senate 
year 1952 Hot wn itte 
THILlLee 
i 2 $ 1 
M k ASIN } j 
Ph A—t ready for or under construct 
Bost Kd on, Nebraska-Kans $1, 982, 500 $1, S06, 5A >1, 800, 000 
Be fi d ym, W t , Boyse init ] 5S, OFM i, Sf 5) 1. 900, 000 
1A 1 
( ‘ \\ ' | 
AY turat t 1. 261, 900 1 140. O80 1 2900. 000 
Keyl unit 1, 282, 700 1, 219,610 1, 282, 700 
Fre } S 400. 01S yt) OOO) OO 
Grand d Se 1. St i Init 106, OO 17 110 AO, OOO 
Dickins init 11 OO ) 450 11.000 
500, 000 { $10 00, O00 
H ( t } NI na. Cau Ferry init s s, OOM 7. 606 () 8 100 000 
k ( 
" . 0 
( VW 
” { 2 4 
+ t t ( } | ] 7 ) K) 
| \ 75. 000 i ) 
l l ( 00,0) (OM 
i'r \ > ¢ 2 j OK ' 
Uy ! 
a | 
y \ ‘\ 
1 
, { mw), (i 
‘ 
\ r S 8 
P} 
1 \ 
} ' 
OK 
( ’ ‘ 
\ 
\ \ 
1 
| \ 
Ia ) SOO 
I ‘ 
i 
¥ 
M ) ( I 
100 
af 
I l \\ 
NI 
( < 
- 1 
Y ) i ' 
‘ a ] 
x 
} WK) 
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Pr 
MISS RI RIVER BASIN 
Phase C—( 1 \ ! 
ment 
Pt I) 
Ot ID t fy 
Bureau La Ma 
I i \I 2 
I nd W ( 
G vice ' 
N : 1 
Bu 1 ly \ 
Subtotal r Depa ( 
T tal 
i bb on----cecses oo -- 


The budget estimate for the “Transmission division,’ Miss 
River Basin project, Is $18,709,640 The committee has approve 
the transmission division $14,963,300, or an amount $3.7 40 


than the hudeget estimate. 


In allowing an appropriation of $14,963,300, the comm 
made the following specific reductions, which is in accord 
action taken by the House Appropriations Committ: 

1) Canyon Ferry-Great Falls 115-kilovolt line and sub- 
station 

(2) Canyon Ferry-Three Forks-Anaconda = 115-kilove 
lines and substations 

3) Miles City- Yellowtail 115-kilovolt lines and_= sub- 
stations 

1) Yellowtail-Billings 115-kilovolt lines and substations 
5) Sioux Citv-Omaha line 
6) Omaha substation 
7) Sioux City -Storm Lake line 
(S) Storm Lake-Denison-Holland-Omaha line 
(9) Sioux City-Sibley line 

10) Additional reduction 

Total reductions under budget estimate recom- 
ith naed in en 

It is 1 to 9, inelusiv ove, eliminate froi { 1952 
specifi fems With 1 DD » Item 10 above LCL ) 
Lion, this is a ve bi redut OW Ld tine I LISSLOL 
not to elimina iv specific project 1 Ls 

, 

ni Paeeee T | 
rt te yi At riatio O e tlou i Rep 
rral ( i i in ssent 
cuy on o| ! | t Basin p | 


OU. 


300 


LOG) 
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the Bureau of Reclamation proceed with construction on the Franklin “ 
unit by the reprograming of available funds heretofore appropriated 
and allocated to the Bostwick division. a 


CHEYENNE DIVISION, WYOMING-SOUTH DAKOTA, RAPID VALLEY UNIT 


The Rapid Valley unit of the Chevenne division, Wyoming-South 
' 


Dakota, is under phase B (advance planning and is included in the j 


2 a ae j > . re? ] } ; . . , , . 
sureau Ss LYoz program. lo the over-all heure recomnmenaed \ the s 
; : : . Ors ; : ey 
committee for the Mussour: Rive r Basin, the committee has added P 
- WV) veal 1 : ° sanamaceaiioal i¢ 2 aie af ax eas v0 
$185,000, Which amount is earmarked for further advance planning 
on this project. 
rT*| » - ay |) | . ¢ > . ae ’ ] ] 
The Rapid Citv Air Fo Base is east of Rapid City, S. Dak., and | 
} “. } . ' } ry . . r 
will be in need of an additional water supp!v. The committee was 
| ! ! . ] } P <> ’ 
advised that the Atr Force in lieu of digging additional wells would ( 
pr fer to wet water Dy ravitv mains {froin Rapid City. fhe coMm- Cc 
m e was further advised that the city ean supply water from its 
present sources for about 3 to 5 vears but that neither the eiiv nor { 
the Air force would feet si n contracting on this basis unl there 2 
at el ‘ > } } 
l ‘cagsonalh i Speci } j secona reservoir mn e hap Valley ' 
‘ D> . 2 : i | yy tes oh 
project, ‘tola NReservol., is but ihe com lee jJeeis that | 
LiIs prorect Ho i go lorward as rapidiv as possibie n order to l 
provid additional water suppiv for the ir Foree bas neal ( 
> ’ ' 4 4 , 1 } 4 
R } i ity, Welt a I i@ OLHer Purposes TOP Wille! ne proyect 
) ‘ j ) mea cluded $185,600 in the bill to con- 
: 7 
Li tie ) ¥ ih 1 pro bib ordel hat it Dias C ready ( 
) ¥ 1 
) l ( COTS IO} ) Ls \\ it Ets | I hus 
: Dery] 7 7 
‘ 11 ( DO i Wadi 
tile | bv the Reelat R and a 
i | ity} t ‘ Q prt ) sirhne! ) ( ) ( In ( 
{ ‘ >< } i Vl ) R ‘ ‘ 1] om. | 
: ot 
m ‘ \ rores mse will O \ 
' at a ss ne ; ' wn ‘ 00.000 
j ! \ 
i »! yore rm the R \ ev I tf with 
l! hat ths additior if St 0 My AD \ iil not Lye 
1 ‘ 
S \ pores 00 l ad tion Wi i pT] * 
‘ 
GLENDO AND MOORHEAD PROJECTS 
7 
1} . ry) 1 raean rand that tl follawine nro : tir ] : 
he committe ecommends tha ie TolLlow1n provisos contained : 


in the 1951 Interior Department Appropriation Act be included in 
, cD 
, 


the bill for the fiscal vear 19 


H ( ) i ) nat 
j ) x ; ; i 
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service contracts Wich lnciud Provisiol yr service i 


and preferred custome! 


and that the following be inserted in lieu thereo 





® Provided, That no parl oft this ¢ pprop zation ; / ( 
tio? if arisi . } ! ( ? (hiv tho areas 

co a hid € p ) fy 

CUuSto 4 fra or ( 

} ) pro} ho ( mre 

~ ” ( ort a hh the é ) ( 
pro { eg me / ll p cl oO ( 

Uv cud cu ; 

The committee is of the opinion that the Keating amendment as 
pussed Dy the House is too restrictive as applied With certain areas 
Therefore the committee has agreed to a substitute am ent which 
contains modifications providing for flexibility m= apy on a 
clarity in interpretation 

The modified amendment was adopted unanimously tl ymmit- 
tee in order to unplement the poucy of Congress that Wil | Se 
areas Wher wheelinge-service il cl have . i 
be made of transmission facilities of the wheelu 

to avoid duplication and | Le, LO 
1 ot ed rat pro] ( roa QO |] } { 
lable supply of power to ! ele ( Federal 
estai | shu lil te oth l pret rr ( = l | 
ul ion OF th facilit es of others, 1 thi On O1 
Government trans LiSS101] Lih¢ S I lil ~ 
iD flere! ma nad ert i mater | aed or the 

Phe com ure hh he priv tiliti 
LO I J i ti sii LOW ¢ ( ( 1¢ i 
cu mers \ e el tled »DI rence 1h th 
by Gove) rent | tities, and 1O a WI Out | } 

() rxp Nat 

For “Operation and ma nance’ of existu 
estima sift 85.000 Th lio T Ve 
>] 94 OOO 

rh ‘ ALT ecotomenh ppt > s i | 
which not to exceed $10,331,434. sh Ly | - 
servi 

Included in the total estimate of $1 O00 $10,447.840 for per- 
sonal ( Of the $10,447,840 for per | ee ~ 7é S 
fo pe rson ie] ( rs) i 1? opel itiol il mamtenan = C2 1) 
ga lion L pow project The remaining $1,164,0 in - 
trative, supervisory and clerical personnel has been reduced by th 


committee hy 10 pereent or in the amount of S116.40¢ 


ALL-AMERICAN CANAL 


Che committee has approve the inclusion 1p the to apt 


tion from the Colorado River dam fund. Bureau of K mation, 
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$191,000 to continue operation and maintenance during construction 
of Imperial Dam and the All-American Canal including Pilot Knob 
check and wasteway with the understanding that the use of said funds 
for this purpose is to be for this one fiscal vear pending a determination 
of the effect of the Mexican Water Treaty of 1944 on the existing re- 
payment contract of December 1, 1932, between the United States and 
the Imperial irrigation district. 

The committee recommends that the Secretary of the Interior 
enlist the aid of the Department of Justice in promptiv exploring the 
possibility of a contract between Imperial irrigation district and the 
United States to the end that a mutually satisfactory determination 
may be agreed upon and that the Imperial irrigation district also 
promptly join in this endeavor. 

‘The appropriation of funds for operation and maintenance during 
construction of Imperial Dam and the All-American Canal shall not 
be considered prejudicial to the interest of the United States or 
Imperial irrigation district. 


GENERAL ADMINISTRATIVE EXPENSES 


Of the S6H VOD O00 budget estimate. the House allowed an appro- 


priation of $5,500,000. Included in the $6,000,000 estimate is 
$5,217,975 for personal services, none of which is for operation and 
maintenance work. The committee has applied a 10 percent reduc- 
tion to the $5,217,975 for personal services, which reduction amounts 
to $521,797. Deducting this reduction of $521,797 from the total 
budget estimate of $6,000,000 leaves $5,478,203, which is the amount 
of the appropriation approved by the committee. 


he $5,478,203 recommended by the committee is $521,797 less 


Ded, 


than the 1952 budget estimate, $21,797 less than the amount approved 
by the House, and $1,385,797 less than was appropriated for the 
fiscal year 1951. 

The limitation recommended by the committee on personal services 
under this appropriation is not to exceed $4,696,178. 


The 1952 budget estimate for the “‘Emergeneyv Fund” is $500,000. 
The committee recommends that this amount be reduced by S100,000 
to provide an appropriation of $400,000. 


TRANSFER OF CerRTAIN Factuitirs, Forr Peck Prosect, MONTANA 


The committee recommends that the following paragraph be added 
; : 


to the bill, whieh is contained in the 1952 budget estimates 
} | l } i F i 7 
Ny } ) > / Dep } 
} ( ‘ ( D } 
| ] or , 
i P, Pp n 
) ( 
) }? 
f 
i 
i 
|* I ‘ > ] > j } ly 1 > im . 
ine Fort Peck-hainbow, 161-kilovolt transmission line, the Rainbow 


terminal facilities, and the Fort Peck-Whatley 50-lkilovolt line and 








INTERIOR DEPARTMENT APPROPRIATION BILL, 1952 5 


substation are integral parts of the Fort Peck transn 


HSSION network 
and are operated and maintained by the Bureau of Reclamation for 
the sale of surplus power from the Fort Peck power plant. The 
amendment recommended by the committee proposes that the rights 
to these facilities be transferred from the ¢ orps of Engineers to the 
Reclamation Bureau, reserving in the Corps of Engineers th it to 
use the power facilities for the purpose Of transmitting power to the 
Fort Peck project during emergency periods when the Fort Peck 
powe! plant is not functioning This transi SAS St it hy 
in the above amendment has been agreed to by the Corps of Engineers 

ADMINISTRATIVE PROVISIONS 
HIRING OF CONSUL! rs 
T! ; : s 1 ea sen hee > +] +1] 
ie committee recommends that the following language in he Dill 
: 
be amended as indicated: 
nt to exceed $309;000 $50,000 for services as authorized by sect 15 of \ct 
ot August 2. 1946 5 | ‘ 5. ( bda ° includi: yr Ssuct SCT t at ! I ri j 5 
not to exceed $64 $100 per day, when authorized by t! S 


‘ 


The 1952 budget estimate proposed no limitation on the ove r-all 


amount to be available for services as authorized bv seetion 15 of 
the act of August 2, 1946. For the fiscal vear 1951, th law carried 
a limitation of $100,000 on this type of employment. For the fiscal 
vear 1952, the House committee proposed a limitation of $60,000, 
which amount was reduced to $30,000 on the House floor The 
committee recommends that the limitation be increased to $50,000, 
which amount is $50,000 less than the 1951 limitation 


With respect to the ceiling of $100 per day for individual cor lutants 
which is the ceiling in the 1951 Interior Department Appropriation 
Act, and which ts included in the 1952 budget estin , the figure 
was approved by the House Appropriations Committee but was 
reduced on the House floor to S50 per day The committee recom- 
mends that the maximum per diem rate be increased from $50 to 
$100. A report is made to the committee each vear of the personnel 
emploved at the rate of $100 per day, the names ot the mndividuails 
emploved, and the number of davs each was ‘mploved The com- 
mittee has not found that the right to em] lox consultants at the rate 
of S100 per day has been abused by the Reclamation Bureau It is 


important te the worl of the Bureau to be in pe sition to obta r} when 


i 


’ 


. } ¥ | — { r) y } , ’ ft 
necessary outstanding and competent engineering consultants on 


problems arising in connection with the construction of large dams and 


irrigation worl Ss The Coneress has also recognized this need im 
connection with construction projeets under the Corps of Engineers 
and with respect to flood control and rivers and harbors projects 
pernuts the Corps of Engineers to employ consultants at not to 


exceed S100 per day. 
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Needed archeological work in areas to be flooded by reservoirs has 
to be carried out prior to the completion of a dam and the filling of 
the reservoir, and the committee feels that the above change recom- 
mended by the budget estimates in the appropriation language of 
the Reclamation Bureau should be made m order to remove any 
doubt as to the authority of the Bureau to use funds for this work. 
The committee was advised that not in excess of $100,000 would be 
spent in any one year for this type of work. 


ExrPENSES OrHerR THAN THost INcuRRED On BEHALF OF SPECIFIC 
RECLAMATION PRosEcTS 


The committee recommends that the following proviso in the bill 
be amended as indicated: 


Provided, That no part of any appropriation made herein shall be avanable 

pursuant to e Act of April 19, 1945 (43 U.S. C. 377). for expenses other than 

tM lf of spe ii tmat nh projects except &5-540-060 Heder 

the head “General Administrative Expenses’? and $4-006-006 ameount rrovided 

for reco ince, basin surve and venerai e eri : l research under 
t} es ( neral investigations - 

Phe tlimitations recommended Dy the committee to be deleted are 


} 


not contained in the 1952 budget estimates, and the committee does 


not feel that such limitations are necessarv. The committee has 
recommended reductions below the budget estimates in the ap- 
propriations for “‘Generait administrative expenses’ ana ‘‘General 


1 ’ 


investi itions - ana it (Loe hot helieve that the 2a litional control 


. ee | i = j | . — RR } y j 
accounts and bookkeeping that would be required Dv the above-noted 
: > 


limitations would justify these limitations 
GEOLOGICAL SURVE’ 
SURVEYS, INVESTIGATIONS, AND Kes! 


Of the budget estimate of $22,900,000, the House allowed an appro- 


priation of $21,900,000. The committee recommends that this 
amount be reduced to S$? 1.500.000. which amount 1 SOHO OOO less 


than the appropriation approved by the House and $1,600,000 less 
than the 1952 budget estimate 

Of the appropriation of $21,300,000 proposed by the committee, 
it is recommended that not to exceed $13,455,000 shall be available 
for personal services, which limitation represents a 10 percent reduc- 
tion in the 1952 budget estimate for personal services 


BUREAU OF MINES 


Cons VATION A p DEVELOPM] > .<oe MINERAI RESOURCES 


The budget estimate for this appropriation is $18,700,000, of which 
amount Hy 36 l¢ | $17.950.000. 

Included 1 tl S1S.700,.001 total estima is $11,751,972 for 
pers nal services, of which $624,000 is for operation and maintenance 
work The rena tnihneg personal service estimat nounts ) 
$11,127,972, to which the committee has applied a 10 percent reduc- 
tion. amounting’ to S1.112 ral) helow the budeei estimate 

1) $ 2797 irom 1 DUA estimate leaves 
$17 i hich amou s recommended by thi mmmittee for 
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the fiscal vear 1952. This amount is $362,797 | 
priation approved by the House, and, as indieated, $1,112.79 Less 
than the 1952 budget estimat: 
With respect to this appropriation, the committ 
personal service limitation In an amount not to exceed §$ 
No part of the supplemental estimate of $750,000 for operation « 


the proposed plant at Laramie, Wvo., was approved inasmuch as 


this plant is not now in operation and will not be durh he fiscal 
vear 1952 
HEALTH AND SAFI 
rt . +4 Ra. "2 . } .. ' a 4 4 F — | ny ’ { : 
phe committee has avapproy i ne pudvet ’ mint - CVO OO. TO 
this appropri Ion, which amount was also allo Ver Ho 
Inasmuch as this appropriation is used in connectio vith e 
mine inspection and otl health and safe 
those working in the mines, the committee has made no red mi 
th S appropriation, and likewise recommend » 1 1) ' the 
amount of this appropriation to be available for p al s 
Under the object classit tion of this appro} O92 S62 
of the total estimate of $3,700,000 is estimates rp 
( INSTI Coret) 
t I th pro} itl tN if CO I l oO 
a S87 LZ Whi hy ! 1) i ; Ss | 1} I - 
in | document 67 hh ion of $12,588 
the ¢ ! ittee Is a lf ercent re tion in 7 TY} 
amount recom! ndeq V I nit pres¢ 
Ol ) } . BEF | ( } } mh 1 oO ) { iif 
House inasmuch as the Elo i not consid ) 
mental estimate of So HED ror eco pletion o } D 
du r We Wai il a iaramic \\ ) I ( 
tion oF alunmuna Ire \ ade oO yhieh i 
COl Tr ] 
ile Com) itt recomnnne is a Dp SOnAIH-S¢E ? I 
i ceeed S113 (287 
(1EN} LDMIN PATTY j | < 
il con it t¢ ! - IDpLies a 1)¢ I red ) » me ) 
Services § | his appropri iON, \\ rich amounts to 3 ! ictlol oO! 
$11 9 below the 1952 bu ’ te, and also a 
the House in the same amount inasmuch as the bu estimate ha 
bee! approved bv the He 
The appropriation recommended bv the committ s $1.176,84 
as COTILp: red LO the bud { estima e and Hous fivure o Si 2490 000, 
Of Ln $1,176,841 allowed Hy th committee, it is reco! ended t} 
not te Xi d $1.018.434 shall be available for personal ser 
NATIONAL PARK SERVIC] 
NEANA i ND 3 CTIO 
()j } ss lif 000 bude ( I} 1¢ thy Li e § 0 
tion of $7,735,000, which amount is recommended b 
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The committee directs that obligations and expendiures of this 
appropriation of $7,735,000 shall follow substantially the breakdown 
ies furnished the committee by the National Park Service. 
lt is also the direction of the committee that preliminary work for 
hew projects be postponed. 

in proposing un appropriation of $7,735,000, the committee recom - 
mends that not to exceed $6,584,342 shall be available for personal 
services, Which limitation represents a 10 percent reduction in the 
1952 budget estimate for personal services, excepting operation and 
maintena 


} 
i 
é 


nce personnel, 


‘ 


. -- ~ } } i . } ] 
Phe $7,735,000 recommended by the commitiee is $441,000 less 


than the 1952 budget estimate. 
MIAINTENANCE AND REHABILITATION OF PHysiIcAL FACILITIES 


The committee recommends for this appropriation $7,369,790, 
which amount is $69,790 more than allowed by the House and $26,710 
less than the budget estimate. 

The reduction of $26,710 recommended by the committee repre- 
sents a 10-percent reduction in personal services with the exception of 
operation and maintenance personnel. 

Of the $7,369,790, not to exceed $4,193.74 


personal sery ices, 


is to be available for 
(CONSTRUCTION 


The House allowed the budget estimate of $11,975,000, which the 
committee recommends be reduced to $11,370,000. This amount is 
$5,097,000 less than the 1951 appropriation and $605,000 less than 
the 1952 budget estimate. Of the amount proposed by the committee, 
$4,150,000 is for the liquidation of prior contract authority 


In recommending an appropriation of S11,570,000, the committee 


proposes Uhatl not to exceed S945.000 shall be avatlable for perso ral 
services This is a 10 percent reduction 1 ihe 19452 estimate for 


pel sonal services. 

In addition to a reduction of $105,000 for personal services, the 
committee has denied $500,000 requested for new projects under the 
activity “Roads and trails.”’ 

With respect to the $90,000 in the 1952 budget estimates for 
acquisition of the Old Stone House in Georgetown, the committee 
recoInmet! ls that if thre Department proceeds Wi h is Pp oposal Lo 


acquire this property it should institute condemnation proceedings 


GENERAL ADMINISTRATIVE EXPENSES 


The House allowed the budget estimate, $1,284,500, for this 
appropriation. None of the personnel provided for under this appro- 
priation is engaged in operation and maintenance work. The com- 
mittee has made a 10-percent reduction in all personal services under 
this appropriation, which amounts to a reduction of $112,726 under 
the bu ( ite a ipproy on recommended b 1) n= 
itt Li ié4 or whieh hot » EPXCERK S1.014 a A to be 
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FISH AND WILDLIFE SERVICE 
MANAGEMENT OF RESOURCES 


The House allowed the budget estimate, S6H.S70,000, and the COoln- 
mittee recommends an appropriat ion of Sh 606.558, ot w hic Hh not to 
exceed $4,259,363 shall be available for personal services, which 


limitation represents a 10 percent reduction in the 1952) budget 
estimates for personal services, excepting operation and Maintenance 
personnel, 

The committee has not approved the amount of $263,442 contained 


in the 1952 budget estimate for “River basta studies 
INVESTIGATION OF RESOURCES 


The budvet estimate for this appropriation is $4,046,000, of which 
the House approved $3,875,000. 

The committee has made a 10-percent reduction below the estimate 
in personal services included in this appropriation, excepting personne! 
engaged in operation and maintenance work, which reduction amounts 
to $187,014. The appropriation of $3,858,986 1s $16,014 less tha 
the amount approved by the House and $187,014 less than the 1952 
budget estimate. 


} » : ) . ] : 
Of the S38.S58.986 recommended by the committee, not to e 


S$? 487.629 1s to be available ior perso! al services, 

The committee recommends that the following proviso be added t 
the bill 
: PrP ) 1 nO ) ot p / 
vé ) ) 

CONST! UCCTION 

The budget estimate tor this appropriation Is S750 BOI whicl 
amount was allowed by the House. 

The committee recommends an appropriation OF $753,742, which 
IS S16.25S iess than the budget estimate ena represents a lU-percenht 
reduction in pe rsonal services. None of the personnel e nated Lor 
under this appropriation is engaged in operation and maintenancs 


work. 
Of the $7 1, 42 proposed 1\ the committee, not to exceed $146,524 


is Lo be available for personal services, 


GENERAL ADMINISTRATIVE EXPENSES 


The budget estimate of SSS2.000 was approved by the House, and 
the committee recommends that this amount be reduced by $75,369 
which represents 2 10-percent requ tion in personal services Non 
of the personnel provided for under this appropriation is engaged in 
operation and maintenance work, 

Of the SS06,631 approved by the committee, not to exceed S678.319 
is to be available for personal services, 
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OFFICE OF TERRITORIES 


ADMINISTRATION OF TERRITORIES 


The budget estimate for this appropriation is $9,100,000. The 
$7 020,000 allowed by the He isc has been approved by th ecom- 
mitte This amount is S$2.0S0,000 less than the budget stimate. 
Of the $7,020,000 recommended by the committee, not to exceed 
$811,865 is to be available for personal services 


1 committee recommends 


With respect to this appropriation, { 


that the following language neluded in the bill DV the House De 


P { Islands fer the jurisdiction of the Depa ent of 


rized by law, 87,020,000 


and that the following laneuage be inserted in lieu thereof: 


1", and l § Te j 
Prerf / ay nde fhe a iit L.otthe Department of the ] / or nels na 
! 4 le Be). oe. t é Ol baa E 1 expenses he 
Crom ? f 4 thre |" qin / ea S ”, iad ng t/ ag i stat mn, as ho zea 
by law (48 U. S. C. 1405.7 U. S. C. 386g), and expenses of the High Commissioner 
i} ] st Territory of the Pacific Islands appointed pursuant to the trusteeship 
lores ent approve l by Put Lau LU4, Hightiet! Congress: compensation and 
( P 9 mt of } q es re 1 S ! Hla ( Grit a é a 

he Zy [ > S ; 2 L (¢ and l ( 
DCVS on and Ir pe S28 O h Ti ruin Le al Samoa as ruthe zed hy 
ew. S.C 1481 and the 7 t T ory of th Pacific Islands under the 
hip agre ment appro ad OY Pub ic La a PUL. } rahtieth Cong €SS° care of 
»nSa? w aull ed by iw for Alaska is U. S. C. 46-80 grants to the V7 gin 
Islands, Guam, American Samoa, and the Trust Territory of the Pacific Islands, 
mn adda nito¢ ent wal evens ‘or 8 ppo t of gove menta hunel 0 ae l not 
to CE \ dd ‘j pe ) l S¢ es househo / pmen and 7? hings ar i 
; ties necessary n the operation of the several Governors’ houses: 8&?),020.000, 
Th non » ¢ ed SS11.S65 shal be available oO personal services: Provided. 
What the Vs tori ana local qovernme nis of the Virgin Islands. Gruam, American 
Samoa, and the Trust Territory of the Pacific Islands are authorized to mak pur- 
ha W throug} the Gene al Services Adn nistration Pravided further That appro- 
priations avatial for the Administration of Territories, includ ng the Trust Territory 


of the Pac fie Islands, may be expend for the purchase, maintenance, and operation 


le 
of nat to exceed four aztre iw. 7 AK and a) AK L {pre surface vessels, and such 


rn 0 DESSEIS 18 may bye eqguire i. jor otfhcial Pur poses and jor comn roa irans- 
portat nD poses found h 1 the Ne élary to he nece ssaryinca ying oul the provisions 
: > : , , vy , ’ 

f Art f 2) of the trusteeship agreement approved by Public Law 204, 1 ightieth 


Conare 


The language proposed by the committee as a substitute for the 
House language is substantially the same as that suggested in the 
budget estimates except that (1) a limit of $50,000 has been placed 
upon the use of appropriated funds for personal services, household 
equipment and furnishings, and utilities necessary in the operation 
of the several Governors’ houses, (2) language authorizing the use of 
funds for such purposes in the case of the residence of the High ('om- 
missioner of the Trust Territories has been omitted, (3) the number of 
aircraft and surface vessels authorized to be used for official and 
commercial transportation purposes has been limited to four aircraft 
and seven surface vessels (1 AK and 6 AKL) in addition to necessary 
minor vessels, and (4) citations of statutory authority for the various 
activities have been included wherever practicable. 
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ALASKA PuBtic WorKS 


The budget estimate for this appropriation is S1IOB.000.000,. The 
House allowed $7,000,000, and the committee recommen 1 appro- 
priation of $8,500,000. This amou is $1.500.000 1 e than the 
House allowance and ts $1,500,000 less than the 1952 | eC 

Of the SS.500.000 approved by the eommitte A 
$463,000 1s to be available for admunistratiy cp 0 his 
amount not to exceed $333,000 is to be available for p ' outs 

Co { i EF ROA 

The cor ittee } re ) i] an LON ) 
which amount is § OOOO Te than the bud yf $21.71 
O00. Not to exceed 82.4923 .000 of the $20.000.000 
0 ye \ ilabl ’ On? rvices 

Of the $20,0 10 recomme; ry the 
vear 1952, $8,000,000 1s for the idation « oO} ( ori- 
ZAVLIONS 

OPERATION AND MAINTENANCE OF Roaps, Al 

Kor this appropriation, the 1952 bhudeet estimate is , ,HOO if 
whi h the House approved Ss? HOO OOD. 

The committee recommends an increase of $300,000 in the activity 
“N\iajor roads’’ to provide a total appropriation of $2,900,000 This 
amount is $400,000 less than the 1952 estimat: 

Of the $2,900,000 recommended by the committee, not to ex d 


$1,935,840 1s to be available for personal 


SCLTVICes 


\DMINISTRATIVE PROVISIONS, ALASKA ROADS 


Che committee recommenas that the following p iragraph in the Dit 
be amended as indicated: 

Not to exceed 26 20 per centum of the amount herein appropriated for 
struction of roads in Alaska shall be available for ! on work 
account, or on a hired labor basis. 


CONSTRUCTION, ALASKA RAILROAD 


The committee has approved the House allowance, $2,000,000, for 
this appropriation, which amount is $500,000 less than the 1952 budget 
estimate and $29,500,000 less than was appropriated for this purpose 
in the 1951 Interior Department Appropriation Act. 


Virein Istanps Pusitic Works 


The House allowed $1,000,000, the amount of the 1952 budget 
estimate. The committee has reduced by 10 percent personal serv- 
ices included in the estimate, which reduction amounts to $7,030. 
The appropriation recommended by the committee is $992,970, and 
the personal service limitation is not to exceed $63,270. 

The committee recommends that the following proviso be added to 


the bill: 


? , _ ' , : 
Provided furthe) 7} wv no part of this approp ration shall be ed fo fhe wate 
front deve lapment provect on S Thomas. and the amount included in the 1952 1} idaet 
estimates for this project 1s hereby made available for school ar sain 


the Virgin Islands 


This proviso is in accord with the action of the House Appropria- 
tions Committee as stated in its report 
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ADMINISTRATION, DEPARTMENT OF THE INTERIOR 


For this appropriation the 1952 budget estimate is $2,365,000. 
The House allowed an appropriation of $2,000,000. 

Included in the total estimate of $2,365,000 is $2,100,887 for per- 
sonal services none of which is for operation and maintenance work. 

The committee has applied a 10 percent reduction to the estimate 
for personal services, Which reduction amounts to $210,089. Deduct- 
ing this amount from the total budget estimate of $2,365,000 leaves 
an appropriation of $2,154,911, which amount is recommended by 
the committee. This amount is $154,911 over the amount approved 
by the House, and, as indicated, $210,089 less than the 1952 budget 
estimate. 

Of the appropriation of $2,154,911 recommended by the committee, 
not to exceed $1,890,798 is to be available for personal services. 


GENERAL PROVISIONS—DEPARTMENT OF THE INTERIOR 
Rescission oF Conrracr AUTHORIZATIONS, SECTION 108 


The committee recommends that the following section in the bill 

be amended as indicated: 
Sr 10S. The balances of all contract authorizations heretofore granted 
to the Interior Department or any of its bureaus or offices, which remain arsed 
unobligated on June 30, 4964+ 1952, are hereby rescinded; exeept publie aerks in 
Hie Viet tated. 

The committee has approved a 1-year extension of contract author- 
izations heretofore granted which have not been utilized. However, 
the committee believes that all balances of such contract authoriza- 
tions which remain unobligated on June 30, 1952, should be reseinded 
and has so provided in the foregoing section, 


TRANSFER OF Excess Propgertry, SECTION 109 


The committee recommends that the following new section be added 
to the b Il: 


‘S . L109. T a ? s to ul De; iriment ¢ t} In ( 0 Dp ( fo ti F leral 
Prop nad Administrat Ny ce (et of 1949 of vropert athe han real, exrce 
to ti neels of Federal agencies may be made at U request of the Secretary 
without ermbu ment o franste of funds when requ red b the D partment for 
operations cond fed in the Vey lo s and tire ast Ts ritor of th Pa fi¢ Is inds 


This section authorizes the transfer of property to the Interior De- 
partment, other than real, excess to the needs of other Federal agencies, 
necessary in connection with the administration of the Territories and 
the Trust Territory of the Pacifie Islands. 

After transfer takes place on July 1, 1951, of the jurisdiction of 
American Samoa and the Trust Territory of the Pacific Islands from 
the Navy Department to the Interior Department, the latter Depart- 
ment is desirous of being in position to obtain from the Navy Depart- 
ment any vessels that may be declared excess, which will be required 
for transportation in the trust territory area, as well as other tvpes of 
property, other than real, which may be excess to the needs of other 
Federal agencies but of value in administering the Territories and the 
Trust Territory of the Pacific Islands. 

Under a provision contained in the 1951 Interior Department Ap- 
propriation Act, the Department was authorized to obtain equipment, 
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Triste rin! and supplies excess to the needs ol] he ieral aVOCHCLES 
required by the Department fOr operations conaucted i the Ter 


tories and island possessions. 


VIRGIN ISLANDS CORPORATION 


RivoLvVING FUND 


- ; 
ine committee has approved the b 1ore estimiat Dl ede UV 
' 


this appropriation, which amount is $795,000 ove) he amo 


proved by the House 


my . : ‘ ae ; 
the House committee made a reduction of S795,000 1 Hs app 
1 
itioh, stating’ Wn its report as rollows 
rh | OSA » purchase vinta i 
( i re | It ley 0 i 
: f Rural Ele ca Ad 
Cul | c i} j 
( 1 i lf Pred at 
. ant ! i ) i bv off Lis « ( i 
le l atl 
The COMPILES has been informed thiat the Ru | Klee 
{dministration cannot make such a loan to the federal] Cha 


Virein Islands Corporation under the law 


The power generating ana distribution facilities on the Stal 
under the control of three dierent operating agence! 1 | tow! 
Christiansted is located at the west end of the tsla VI the to 
Fredericksted is located at the extreme east end of the islai Thes 
two properties are Operated Dy the St Croix Powe Lutho 

hunicipal corporation on the tsland of St. Croix. The comm 


. : 
dvised that these properties are obsolete facilities purcha 1 iron 


al 
\lerwin Electric Co.., that thev ar old, run down, and wholtv ina 


quate to provide modern electric serviee, and that they wet 
primarily for the purpose of supplying only lighting s - 
two towns. The towns’ svstems have been converted to alternatu 
urrent without rehabilitation. These facilities hay naaeq 
enpacity for cooking, refrigeration, or anv of the modern uses of ¢ 
tricity The only source of alternating current available to thes: 
towns is the Rural Klectrification Administration generating pla 

the island Joth of these towns have a population exceeding 1,50 
aha therefore, have not ever been eheible for a loan ron thre R 


Klectrification Administration 

The committee is recommending the $795,000 proposed i 
budget estimates to enable the ¢ orporatioh to liquidate Lhe mvest 
ment of the St. Croix Power Authority, and the Rural Electrifieat 
\dministration, and to increase the capacity ol the overloaded ox 
erating and distribution facilities on the island of St. Croix. TI 
breakdown of the $795,000 recommended by the committee is as 


follow S. 


To liquidate REA loan (balance of loan \Iar. 19. 1951 $391, 779. 32 
New power facilities 218, 221. 68 
Purchase of power authority properties 130, 000. 00 
Operating capital 10. OOO. 00 
Rehabilitation of lines (cities 25. 000. 00 


Total recommended by committee 795. 000. 00 
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GRANTS 


The House allowed the budget estimate, $ 


30,000, for ‘“Grants’’ 
Virgin Islands Corporation, and this amount 


as been approved by 
the committee. For the fiscal year 1951, $474,000 was appropriated 
for this purpose 


ADMINISTRATIVE EXPENSES 


The bill as passed by the House carries a limitation of $130,000 on 
the amount of the Corporation’s funds to be available for adminis- 
trative expenses. This is the amount proposed in the 1952 budget 


estimates and has been approved by the committee. This compares 
to a limitation of $121,480 for the fiscal vear 1951. 


GENERAL PROVISIONS—TITLE IIT] 
SECTION 301—INFORMATION AND Purtuiciry Work 


The committee recommends that the following section in the bill 
be deleted: 


Src. 3801. No part of any appropriation contained in this Act, or of the funds 
available for expenditure by any corporation included in this Act, shall be used 
for publicity or propaganda purposes designed to support or defeat is] 


t legislation 
pending before the Congress. 


and that the following new section be inserted in lieu thereof, which 
section was recently included by the Senate in the independent offices 
appropriation bill, 1952: 


y > i] } j i 
NSEC sO] No part of the money appropriated by this sict or made available fo 
‘ 


expe? lit ire hy the \ gin Islands Co poration which ts in “cess of 5 pe centun 


of the amount reauired to pay the compensation of all persons the hudget estimates for 


personal services heretofore submitted to the ¢ ongress for the fiscal year 1952 contem 
j 


plated would be employed by the Department of the Interior or the Virgin Islands 


Corporation dui ng & ich fisca jear in the perjormance 


o} 
1) functions performed by a person designated as an informal 
oi j 


on specialist, 
f 

f 7 } , f rial 3s ! -f hlicats df ntor ; 

infiorme on and editorial speciaiist, puodlications and niormation 


coordinato 
press relations officer or counsel, photographer, radio expert, te 


evision expert 


motion-picture expert, or publicity expert, oi de signated by any similar title, o 


functions pe rformed by persons who assist persons performing the fun 


tions described 1) in drafting, preparing, editing, typing, duplicating, o7 
178sen mating public information pi blications or releases, 
scripts, magazine articles, photographs, motion pictures, and similar material, 
he available io pay the com pe nsation of persons pe ‘Jo ming the funnel 

thed vr / O71 , 


/ . lowe 
radio o7 tele Sion 


SAatt tions cde 


SECTION 302—CHAUFFEURS 


The committee recommends that the following new section be 
added to the bill: 


Serr 302. No part of any appropriation contained in this Act shall be used to 
pay the compensation of any civilian employee of the Government whose duties con- 

t of acting as chauffeur of any Government-owned passenger motor vehicle (other 
than a bus or ambulance). unless such appropriation is spec ifically a thorized to 
be iSé d hor pa jing t} é com pe nsation of é mploye €s per for ming such dutie Ss. 


S18 


SecTION 303—PERSONNEL EMPLOYEES 


The committee recommends that the following new section be 
added to the bill, which section is similar to provisions included in 
the Labor-Federal Security and independent offices appropriation 
bills, 1952, recently passed by the Senate: 
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S (. No pa of a appro} tion contained 
pay / or on oO ary pioves ngage y Ti 
numb tha i he re led hy ¢ f ( such ¢ } ( / 
ifleen. ¢ Ct 1 / y a . 2 
CONLCE ri f’rovided That fo 1 ( ( t/ lio j ) j 
Is engag i rire ) j 7 ! , ni? 
tf) or ; \ q ‘ ‘ ; J “a ‘ 
ploy { ) , an paratlior oD eve ! } ’ ” f 
ele or i fra q on hee ) 7 ) 
ser? ? ae ) and proce ng 7 7 
PFECTION 304 
The ommittee recommends that the following section be adae LO 
the bill. which was included in the 1951 Interior Department Appro 
priation Act, and which is carried in all other appropriation acts 
SF AOR W pari ai my approp arion milained moul é 
mariiabie fa expenditure by any corperation wu ia n { ) af 
14 the salary or wages of any person who engages as } ya he (10 rut 
of the Unite Slates or who t member of an organization nes ] 
fhat asserts the right to strike against the Government of the [ i Sta 
advocates, ¢ s a member of an organization that advoca thre ) 
Government of the United state hy force or vioience: PP ovided i} p ) 
hereot an aff lat { sha fy considered p ma facie evidence hat tf sor ma nq 
the afidaril has not contrary to the prov ns ¢ i} g on engage e ag 
tire (rovern nent of the U7 ed Sta R. mot a membd a li O L7 if aorG 
} ke and the tro / l / 
mia nol amen ) mi , fon 
) the TInited Stat / ) ¢ 
Provided further, That any person who enqages in a strike against (0 ? 
of the United States or who is a member of an oraanization of ¢ ff) 
that asse é ght to strike against the Government Uy ‘ 
lyocat ho oy mide f a? yraaniza yn ihat ac ) / i} ‘ 
Government of the I fed States by force or violen ind a ts employ 
salary o pages 10 phich are paid from any pp iti07 mil ’ 
Ais | / he au / ofa ony ¢ a pon ¢ ? ( on I, { , ar 
N7 OH ) mprisoned for not more than one year, or hott Provided f That f 
above pe naliy clause ha bye n addition to. and not in substit n fo 
Provisions ¢ eristing ia Prov ded 7? fher, Tha mh case é } ee: 
fire, flood, storm, act of God, or sabotage perso? may be emplo Oo ) ( ( no 
P i} membership in any orqar ition 





The changes recommended by the committee in the amounts of the 


Ho se Dill are as follows 


Southeastern Power Administration: 


Southwestern Power Administration 


Construction of miscellaneous connecting facilities 500, OOO 


Sonneville Power Administration: 
Constructio1 5, 500, OOO 
(?perat a 1 mainte ANCE 118, 439 


Total increase, Bonneville Power Administration 5, 618, 439 
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INCREASES mrtwueEd 


? a ee ‘ 
sureaul OF Land Viana nen 


\I alt ( S899 
{ true vf (vi 
) — - 

otal increase, B \] iwemel 1. 817. 6f 


\s 1 eH 
i ( { 2) ly t ) mt 
1) I i he i 1 
) f S65,000,0 f opriated 
| e pitte na I 4 Il\ 
i Al i I riche 
| an Bure I at 
Lippy! riat I } 
! 1} ! ( 
i a ( 2 7 SHE 
S65 000,000 ! al ( 
$3.517,134 ( éZ I 
S67.407. S66 np 7.567.189 le 
ix appro; 
¥ 1 - é at 
KC 
Bureau of Reclamati 
{ era a HOt ‘) 
ruction and 24 
‘ i4 ) | 
Yr ¢ i 
Ly) “al ‘ 
lave beer i ’ ‘ 
‘tems } 
( ( | l { 
{ ma 1. O07 
Pota!l increase, B a j 019. O4 


National Park Service 


\la ance and reha i’ 


Office of Territories 
\laska P oie Work 500 ) 
Operation and maintenance of roads iasKa 300. O# 
Approved for t activity ‘‘Maior roa 


Total increase. Office of Territories 1, SOO, OO 


Administration, Department of the Interior 


Salaries and expenses 
Subtotal, increases, Department of the Interior 26,579, 675 
Virgin Islands Corporation 
Revolving fund 795. OO 
Grand total, increases Department of the 
2%, 374, 675 


Interior 
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DECREASES 
forcement of Connaliv H (or A S15. 330 


Southeastern Power Admuinistrat 


Operation and main a ‘ 50. OOO 


southwestern Power Admunistrs 


CL onstraetio 0, OOO 
Operatio: and waintena ‘ 19, 2&8 
ry\ ‘ ] ‘ > 4 j 
Total deereases ™ shert rowel AG Mis 
tration 1 579. 888 


(‘ommission of Fine Arts 
Salaries and expenses 5, 470 


1 . 7 . 

pbureau of WNeclamatio 
(seneral adrministratis rises 21, 797 
Kmergene fund 100. OOO 


Geological Survey 


Surveys, inves 





1O wad Sear HOO, OOO 


Bureau of Mines: 


Conservation and develop if i fmt ree 362, 797 
Constructio 12. S&S 
General admiristrative expenses 113, 159 


Total decreases, | 


\ 


National Park Service 


Constructior 605. 000 


General ad ! ra e ¢ ye es 112, 726 
nt . % . ris we he 
Total decreases, Nationa i Se} { (14,426 

sh and Wildlife Servi 

Management of resourc 263, 442 

Investigat ons of resour : Io, O14 

Constructio 6. 258 

General administrative ¢ Ons 75. 369 
. ’ ' , —1 
POolal decreases, Fish ana : if ‘ ¥) US. 


rn ; - : ‘ 

Total decreases Dey wrt YT) yt hy interiol 1 O56. S6S 
hotal ran » op -_ sa 
rotal Increases — 4 rie, OG 
otal decreases £, O56, 86S 
Net increas 25,3517, SO 
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CONVEYANCE OF LAND TO THE CITY OF KLAMATH 
FALLS, OREG., FOR AIRPORT PURPOSES 


Jury 5 (legislative day, Junge 27), 1951.—Ordered to be printed 


Mr. Corpvon, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
{To accompany 8. 540] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (5S. 540) to authorize and direct the Secretary of the 
Interior to convey certain lands situated in Klamath County, Oreg., 
to the city of Klamath Falls, for airport purposes, having considered 
the same, report thereon with the recommendation that it do pass 
without amendment. 

The purpose of this bill is, when certain conditions are met, to 
transfer the title of the United States to certain lands and easements 
described in the bill to the city of Klamath Falls, Oreg., for airport 
purposes. Said lands and easements are situated within the bound- 
aries of the Klamath irrigation district. 

The unaccrued construction charges amounting to $19,590 are 
assessed against a portion (711.55 acres) of the unproductive lands 
which the citv of Klamath Falls purchased from private landowners. 

That portion of the lands involved herein containing 711.55 acres 
were in 1932-33 classified as class 5 lands, or placed in a temporary 
unproductive class. Such classification was made pursuant to the 
act of May 25, 1926 (44 Stat. 636), as amended by the acts of April 23, 
1930 (46 Stat. 249), and the act of June 23, 1932 (47 Stat. 331), which 
act of May 25, 1926, as amended, provides as follows: 

The payment of all construction charges against said areas temporarily un- 
productive shall remain suspended until the Secretary of the Interior shall declare 
them to be possessed of sufficient productive power properly. to be placed in a 
paying class, whereupon payment of construction charges against such areas shall 
be resumed or shall begin, as the case may be \ny payments made on such 
areas shall be credited to the unpaid balance of the construction charge on the 
productive area of each unit. Such credit shall be applied on and after the passage 
and approval of this act, which shall not be construed to require revision of ac 
counts heretofore adjusted under the provisions of this section as originally en- 
acted. While said lands so classified as temporarily unproductive and the 
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construction charges against them are suspended, water for irrigation purposes 
may be furnished upon payment of the usual operation and maintenance charges, 
or such other charges as may be fixed by the Secretary of the Interior the advance 
payment of which may be required, in the discretion of the said Secretary. Should 
said lands temporarily classed as unproductive, or any of them, in the future be 
found by the Secretary of the Interior to be permanently unproductive, the charges 
against them shall be charged off as a permanent loss to the reclamation fund and 
they shall thereupon be treated in the same manner as other permanently un- 
productive lands as provided in this act except that no refund shall be made of 
the construction charges paid on such unproductive areas and applied as a credit 
on productive areas as herein authorized. 

(a-1) The Secretary of the Interior is hereby authorized to reclassify all lands 
within the Klamath irrigation district and to place in the temporarily unproduc- 
tive class such lands as he determines are properly subject to this classification. 

The result is that if the lands had remained in private ownership and 
had eventually been classified as permanently unproductive lands, 
which would probably have been done sooner or later, the amount of 
$19,590 would have been charged off as a permanent loss to the rec- 
lamation fund. In other words, the results of the enactment of S. 540 
will be no more costly to the Treasury than the results of existing law 
if the lands had remained in private ownership. Furthermore, if 
S. 540 is not enacted, the lands will remain in a suspended unproduc- 
tive class and the charge will still be uncollectible. 

The sum of $11,733.27 accrued construction charges on said 711.55 
acres have heretofore been paid to the United States, which sum, by the 
provisions of this bill, the United States will retain. 

This bill provides for the payment of $765.82 before conveyance is 
made, the balance due on construction charges against 70 acres of pro- 
ductive lands which can be irrigated. The city of Klamath Falls 
has kept current the payment on the said 1 to 4 class of lands (70 
acres), total amount paid $1,331.30. 

Under the provisions of this bill (S. 540), the city of Klamath Falls 
will be required to pay all the charges that the farmer landowners 
would have been required to pay. That is, the city of Klamath Falls 
will pay all the balance of the construction charges on the class 1 to 4 
(70 acres of productive) lands. It will also pay the operation and 
maintenance charges for the entire area up until the time the lands are 
taken out of the Klamath irrigation district. 

The city of Klamath Falls acquired the lands described in the bill 
from private landowners in 1941 at a cost aggregating approximately 
$60,000, and have expended in excess of $200,000 in the upkeep and 
improvement of same. 

The United States Navy took over and used this airport for military 
purposes without compensation to the city of Klamath Falls for the 
duration of World War II. 

The Secretary of the Interior recommends the enactment of this bill. 

A copy of the Secretary of the Interior’s report on this bill dated 
March 14, 1951, is attached hereto and made a part of this report, as 
follows. 

The other provisions of this bill provide: (a) for the Government 
to convey to the city of Klamath Falls a fee title to a strip of land 
acquired by the Government from the former landowners without 
any cost to the Government for the A—3—N lateral which les within 
the airport area. This lateral is no longer used by the Government 
and under the provisions of this bill it would reserve all the necessary 
rights it needs to use an existing road on the right-of-way as well as 
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all other uses necessary for the operation of the Klamath irrigation 
project; (6) authorizes the Secretary of the Interior to relinquish to 
the city of Klamath Falls all its right, title, and interest to an ease- 
ment for a drain right-of-way which also traverses the airport area 
and is no longer used in connection with the Klamath irrigation 
project; (c) the Secretary of the Interior is also authorized to grant 
a perpetual easement to the city of Klamath Falls for an access road- 
way to the airport area over Government lands lying adjacent to the 
said airport area, such roadway to be 100 feet in width and is approxi- 
mately one-half mile in length. These roadway lands have no assess- 
ments for construction charges or operation and maintenance against 
them. 


UniTep States DEPARTMENT OF THE INTERIOR 
OFFICE OF THE SECRETARY, 
Washington D. C. March 14. 1951 
Hon. JoserpH C. O’Manoney, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

My Dear Senator O’Manoney: We are glad to reply to your invitation for 
an expression of the views of this Department on 8. 540, a bill authorizing the 
Secretary of the Interior to convey to the city of Klamath Falls, Oreg., all right 
title, and interest of the United States of America in certain lands in Klamath 
County, Oreg., and for other purposes. We recommend that the bill be enacted. 

The bill has two principal objectives. The first, covered by the first three 
sections of the bill, is to authorize the Secretary of the Interior to convey or relin- 
quish certain described lands to the city of Klamath Falls, Oreg. The second is 
to authorize the cancellation of certain unaccrued charges on lands being used by 
the city for municipal airport purposes. 

The lands covered by the second objective of the bill are subject to construction 
charges in connection with the Klamath reclamation project. The plans for the 
project originally contemplated that such lands would be used for farming pur- 
poses. However, the city of Klamath Falls has purchased those lands, along with 
others, within the Klamath irrigation district for use in connection with the 
establishment and necessary expansion of its municipal airport. The bill would 
authorize and direct the Secretary to cance] the unaccrued construction charges 
in the amount of $19,590 against 711.55 acres of unproductive land and to retain 
accrued construction charges in the amount of $11,733.27 which have been paid 
on the said 711.55 acres notwithstanding any other provision of the law to the 
contrary. The bill. would also require the payment of the construction charges 
amounting to $765.82, against productive land to be utilized for airport purposes 
before completing the conveyance and cancellation of unaccrued charges. 

It. will be necessary, in order to accomplish the purposes of this legislation, for 
the Klamath irrigation district with the approval of the Secretary of the Interior 
to exclude these lands from the district and adjust the irrigation charges. An 
additional area of 38.8 acres is to be conveyed to the city under section 16 of the 
Federal Airport Act. The result of the entire transaction will be to enable the 
city of Klamath Falls to obtain and operate an efficient and well-managed munici- 
pal airport. 

In a letter dated September 28, 1950, the Assistant Director of the Bureau of 
the Budget commented in part on H. R. 8750, Eighty-first Congress, a bill iden- 
tical with S. 540, as follows: 

“Tt is understood that the provisions of the proposed bill would not adversely 
affect the Government’s interest because the existing repayment obligation is 
canceled only to the extent that nonproductive lands are involved which would 
in any case under present law have been reclassified to nonpay status had they 
not been included in the airport. It is also understood that the lands included 
in the airport which would have been of pay-class status under normal irrigation 
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development will be conveyed to the city only with appropriate repayment 
obligations,” 
On the basis of these understandings, we have been advised by the Bureau of 


the Budget that there would be no objection to our submission of this report to 
your committee. 


Sincerely yours, - 2 Ww 
ILLIAM E. WARNE, 
Assistant Secretary of the Interior, 





al 
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LIMITING THE RETROACTIVE APPLICATION OF THE 
INCOME TAX ON FEDERAL EMPLOYEES WORKING IN 
THE POSSESSIONS OR IN THE CANAL ZONE 


Juuy 5 (legislative day, Junge 27), 1951.—Ordered to be printed 


Mr. G EQRGE, from the Committee on Finance, submitted the following 


REPORT 


os 


7 {To accompany H. R. 3804 


> a ee on Finance, to whom was referred the bill (H. R. 
Z 809) lthiting the retroactive application of the income tax on Federal 
mplovees working in the possessions or in the Canal Zone, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


GENERAL STATEMENT 


Prior to the adoption of the Revenue Act of 1950 virtually all 
United States Government employees, including military and naval 
personnel, working or stationed in the possessions (including Guam, 
American Samoa, and the Canal Zone) were in general not required to 
pay Federal income tax on their compensation. The Revenue Act 
of 1950 amended section 251 of the Internal Revenue Code, however, 
so as to subject to the Federal income tax the compensation of citizens 
of the United States who are employees of the Federal Government 
(including military and naval personnel) and who are working or 
stationed in possessions of the United States. Although the Revenue 
Act of 1950 did not become law until September 23, 1950, the new tax 
on personnel in the possessions was made retroactive to January 1, 
1950. (This legislation as passed by the House of Representatives 
provided the new tax be made applicable to years beginning after 
December 31, 1949. The Committee on Finance as well as the Senate 
eliminated the retroactive feature making the new tax applicable to 
years beginning after December 31, 1950; however, the Senate 
amendment was rejected in conference.) 

The purpose of H. R. 3804, reported by your committee, is to 
eliminate the retroactive feature of the new tax by making the ta 
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apply to compensation received in taxable years beginning after 
December 31, 1950, instead of to compensation received in taxable 
years beginning after December 31, 1949. 

The need for this remedial legislation arises because the retroactive 
application of the new tax has caused undue hardship in a great many 
cases. This is due primarily to the fact that no current withholding 
payments of income tax had been made during the year 1950, and 
therefore the effect of making the new tax apply to all of that year’s 
income has been to require the payment of 2 years’ income taxes in | 
year. 

The attention of your committee has been called to the fact that in 
many cases the savings of civilian employees and military personnel 
in the possessions are insufficient to cover the tax due on the income 
received prior to the enactment of the Revenue Act of 1950 and these 
individuals have, therefore, been forced to borrow money in order to 
pay their income taxes. 

In view therefore of the undue hardships created and in order to 
make the extension of the income tax to personnel in the possessions 
more nearly conform to the other provisions of the Revenue Act of 
1950, which increased the individual income tax for all taxpayers 
prospectively only, your committee urges that the retroactive provi- 
sion be eliminated by enactment of H. R. 3804. The result will be 
that the extension of the income tax to United States citizens in the 
possession, as provided for in the Revenue Act of 1950, will be applic- 
able for taxable years beginning after December 31, 1950, instead of 
December 31, 1949. 

The Department of Defense favors this legislation, and a favorable 
report by the Department of Defense has been cleared by the Bureau 
of the Budget. 

CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the standing 
rules of the Senate, changes in existing law made by the bill are shown 
as follows (existing law proposed to be omitted is enclosed in black 
brackets; new matter is printed in italics; existing law in which no 
change is proposed is shown in roman): 


THe REVENUE Act or 1950 (PusBiic Law 814) 


Sec. 220. Employees or Unrrep States WorKING IN POSSESSIONS OF THE 
UNITED STATES OR IN THE CANAL ZONE. 

{Effective with respect to taxable vears beginning after December 31, 1949] 
Effective with respect to taxable years beginning after December 31, 1950, section 251 
(relating to income from sources within possessions of United States) is hereby 
amended by adding at the end thereof the following new subsection: 

‘(j) EmpLoyeers or Unrrep States.—For the purposes of this section, amounts 
paid for services performed by a citizen of the United States as an employee of 
the United States or any agency thereof shall be deemed to be derived from 
sources within the United States.”’ 


co 
—~ 





al 











Calendar No. 475 


$2p ConGress | SENATE Report 


1st Session No. 502 


- 
INDME NTS TO THE RULES OF CIVIL PROCEDURE 


ns 


‘ 


EELY DY (legislative day, JUNE 27), 1951.—Ordered to be printed 
a 


. 
— 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany 8. J. Res. 82] 


j 


The Committee on the Judiciary, to which was referred the amend- 
ments to the Rules of Civil Procedure submitted by the Chief Justice 
of the Supreme Court on May 1, 1951 (H. Doc. 121) in accordance with 
the provisions of section 2072, title 28, United States Code, as 
amended, having considered the same, reports an original joint 
resolution (S. J. Res.82) and recommends that the resolution do 
pass. 

PURPOSE 


The purpose of the joint resolution is to provide for a uniform 
system of procedure relating to the trial of condemnation proceedings 
in the Federal courts. 

STATEMENT 


Under section 2072, title 28, United States Code, as amended, the 
Supreme Court has the power to prescribe by general rules the forms 
of process, pleadings and motions, and the practice and procedure of 
the district courts of the United States in civil actions. When the 
Supreme Court promulgates such rules it shall be reported to the 
Congress by the Chief Justice at, or after, the beginning of a regular 
session thereof, but not later than the first day of May, and such 
rules will become effective at the expiration of 90 days aft i 
have been thus reported. 

Pursuant to said section 2072, as amended, the Supreme Court 
the United States by letter dated May 1, 1951, transmitted t 
Congress a rule of civil procedure to be followed in condemnation 
cases in the United States district courts. This rule was designated as 
rule 71A and is contained in House Document 121, Eighty-second 
Congress. 








2 AMENDMENTS TO THE RULES OF CIVIL PROCEDURE 


The committee has carefully considered the proposed rule 71A and 
with the exception of subsection (h) thereof believes the rule to be 
meritorious. Subsection (h) provides for the method of trial in 
condemnation proceedings as follows: 

Rule 71A (h). Trrat. If the action involves the exercise of the power of 
eminent domain under the law of the United States, any tribunal specially con- 
stituted by an Act of Congress governing the case for the trial of the issue of just 
compensation shall be the tribunal for the determination of that issue; but if there 
is no such specially constituted tribunal any party may have a trial by jury of the 
issue of just compensation by filing a demand therefor within the time allowed for 
answer or within such further time as the court may fix, unless the court in its 
diseretion orders that, because of the character, location, or quantity of the 
property to be condemned, or for other reasons in the interest of justice, the issue 
of compensation shall be determined by a commission of three persons appoint ed 
by it. If a commission is appointed it shall have the powers of a master provided 
in subdivision (c) of rule 53 and proceedings before it shall be governed by the 
provisions of paragraphs (1) and (2) of subdivision (d) of rule 53. Its action and 
report shall be determined by a majority and its findings and report shall have the 
effect, and be dealt with by the court in accordance with the practice, prescribed 
in paragraph (2) of subdivision (e) of rule 53. Trial of all issues shall otherwise 
be by the court. 

Taken in its entirety subsection (h) provides a dual system of trial. 
The judge in his discretion may appoint commissioners to determine 
the issue of just compensation. There is no right given to either party 
to a trial by jury. Instead the question of whether there shall be a 
trial by jury is left to the discretion of the court. The committee takes 
note of the fact that in approximately 41 States in the United States 
the rigbt to trial by jury exists in condemnation proceedings. Under 
existing practice the State law governing condemnation proceedings is 
followed in the Federal courts. Accordingly, if subsection (h) were 
adopted in its entirety the basic right to tr ial by jury existing in all but 
seven of our States would be abrogated. A breakdown of the systems 
followed in the States discloses that the right to trial by jury exists in 
approximately 19 States as a right at the outset of the trial. In ap- 
proximately 22 States either party may have a jury trial of the issue 
of just compensation upon exception to the report of commissioners. 
The committee feels that the basic right to trial by jury is one that 
should be preserved, as it is obviously the majority will of State legis- 
latures. The committee feels also that it is preferable to give this right 
to trial by jury to either party at the outset of the trial so as to avoid 
the duplication that exists when a jury follows the report of commis- 
sioners. 

The committee feels, moreover, that it is preferable to have an issue 
as important as just compensation in condemnation proceedings de- 
termined by evidence produced in the presence of a judge. Under a 
system where the judge is present when the evidence is introduced a 
proper record is made. If there be error, appeals may be noted with 
accuracy so as to provide appellate courts with an adequate record of 
the facts and the legal determinations that have been made. 

In order to carry out the views hereinbefore expressed, the com- 
mittee recommends that rule 71A be disapproved. The committee in 
its disapproval of rule 71A does not believe that the rule may be 
disapproved in part and approved in part and for that reason recom- 
mends that the entire rule 71A be disapproved even though the only 


objection to said rule lies in a portion of the language contained in 
rule 71A (h). 
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In order to carry out the intent of the Supreme Court in regard 
to the procedure to be followed in condemnation proceedings Senate 
Joint Resolution 82 is reported setting forth all of the matter con- 
tained in rule 71A as promulgated by the Supreme Court of the 
United States with the exception of the language referred to in (h) 
which is the subject of the committee’s objection. Senate Joimt 
Resolution 82 as regards (h) of rule 71A sets forth the exact 
language of the promulgated rule less the objectionable feature thereof, 
and this language is in accord with the recommendation of the Ad- 
visory Committee to the Supreme Court in its recommendations in 
1948 and is also in accord with the views expressed by the Depart- 
ment of Justice as they are reflected in House Document 121 of the 
Eighty-second Congress which is made a part hereof by reference. 

For the foregoing reasons the committee recommends that Senate 
Joint Resolution 82 receive favorable consideration. 

The proposed rule 71A (h) is set forth below with the objection- 
able portion enclosed in brackets. 

(h) Triau. If the action involves the exercise of the power of eminent domain 
under the law of the United States, any tribunal specially constituted by an Act 
of Congress governing the case for the trial of the issue of just compensation 
shall be the tribunal for the determination of that issue; but if there is no such 
specially constituted tribunal any party may have a trial by jury of the issu 
of just compensation by filing a demand therefor within the time allowed for 
answer or within such further time as the court may fix [unless the court in its 
discretion orders that, because of the character, location, or quantity of the 
property to be condemned, or for other reasons in the interest of justice, the issue 
of compensation shall be determined by a commission of three persons appointes 
by it. Ifa commission is appointed it shall have the powers of a master provided in 
subdivision (c) of Rule 53 and proceedings before it shall be governed by the 
provisions of paragraphs (1) and (2) of subdivision (d) of Rule 53. Its actior 
and report shall be determined by a majority and its findings and report shall hav 
the effect, and be dealt with by the court in accordance with the practice, pre- 
scribed in paragraph (2) of subdivision (e) of Rule 53]. Trial of all issues shall 
otherwise be by the court. 

O 
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Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany S. 302] 


The Committee on the Judiciary, to which was referred the bill 
(S. 302) to amend section 32 (a) (2) of the Trading With the Enemy 
Act, having considered the same, reports favorably thereon without 
amendment and recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to remove the $5,000,000 
limitation on the amount of property which may be returned to dual 
nationals pursuant to section 32 (a) (2) (D) of the Trading With the 
Enemy Act, as amended by Public Law 859 Eighty-first Coagress, 
approved September 29, 1950. . 


STATEMENT 


In 1950 the Congress passed, and the President approved, legisla- 
tion to permit the return of property to persons of dual citizenship 
vested by the Alien Property Custodian. ‘The policy of vesting the 
property of persons who were citizens of an enemy country as well as 
American citizens had been abandoned by the Office of Alien Property 
prior to the enactment of that legislation, but it was necessary, in 
order to return the property vested, that legislation be enacted per- 
mitting the return of that property. 

The bill permitting the return of such property to the rightful 
owners contained no limitation on the value of the property which 
might be returned as the bill originally passed the United States 
Senate. However, the bill was amended by the Committee on Inter- 
state and Foreign Commerce of the House of Re ‘presentatives so as 
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to impose a ceiling of $5,000,000 on the value of property which might 
be returned by virtue of the enactment of that legislation, S. 1292. 
The amendment remained in the Act as approved by the President. 
That. amendment apparently was included as the result of estimates 
furnished by the Department of Justice indicating that returns 
under the bill would not exceed that amount. It was also felt that 
such an amendment was necessary in order to safeguard the solvency 
of the War Claims fund out of which, pursuant to the provisions of 
the War Claims Act of 1948, claims of American prisoners of war and 
American civilian internees were to be paid. 

The bill, as it was reported by the Committee on Interstate and 
Foreign Commerce of the House of Representatives, also required 
that to the extent practicable, return of the vested property was to 
be made in the order in which notices of claims were received by the 
Office of Alien Property. 

Since the enactment of S. 1292 into law it has been ascertained by 
the Office of Alien Property that the claims filed pursuant to the 
provisions of S. 1292, now Public Law 859 of the Eighty-first Congress, 
have an actual value in excess of the $5,000,000 ceiling, and the De- 
partment of Justice in its report on this legislation states that there 
is a real possibility that some of the claimants will not, under the pres- 
ent law, secure the return of their property because their claims may 
not be reached before returns to other claimants in the group total 
the ceiling amount. While the Department concedes that some of 
these claims will undoubtedly be denied, it states, nevertheless, that 
with undiscovered claims and claims not vet filed, the total allowable 
claims in this category will exceed the ceiling. If these late claims 
are denied because the ceiling has been reached the net result will be 
that the patent discrimination which S. 1292 sought to eliminate 
will be reduced but will not be corrected. 

In addition to creating a possibility of inequitable treatment of 
persons whose claims are justifiable on the same basis as those allowed, 
the ceiling placed in S. 1292 has operated to cause a great deal of 
administrative difficulty. The burden of determining the actual 
value of the interest of those persons filing claims under S. 1292 has 
been placed upon the administrative agency. In some cases which 
involve contingent and future interests, that burden is considerable. 
In order to obtain the actual value of the interest to be returned to the 
beneficiary of a trust or the holder of a contingent future interest it 
was necessary for the Office of Alien Property to secure the serv- 
ices of an actuarial consultant. For this purpose, an actuarial 
consultant has been “borrowed” from another Federal agency, but 
the extra administrative burden created by the ceiling is far from 
solved merely by the employment of an actuary. As the Department 
of Justice points out 
A mass of detailed information is required in each such case for the actuarial 
evaluation of the interest involved. For example, if a contingent interest is 
involved, which is to take effect, say, only after the death of specified relatives 
and their issue, detailed data must be obtained with respect to all such persons, 
their ages, marital status, issue, the value of the estate, the probable income which 
it will rereive, and other items to give the actuary a basis of calculation of the 
value to be placed upon the interest of the claimant. 

The determination of the actual value of the interest returned in such 
cases can only result in the delay in the return of property to those 
within the purview of the present law. 
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As pointed out earlier in this report, one of the reasons why the 
ceiling was originally incorporated into S. 1292 was the thought that to 
do so would protect the solvency of the War Claims fund. This fund 
is maintained by the liquidation of alien enemy property seized by th 
Alien Property Custodian. 

In this regard, it is significant that the chairman of the War Claims 
Commission, Mr. Daniel F. Cleary, testified at the hearings on S. 1292 
conducted by the House Interstate and Foreign Comm re rane 
that the margin between the amount that the Alien I roper't y c istodian 
lias indicated will be de posited in the war-claims fund and the amount 
which the War Claims Commission believes will be paid out under the 
War Claims Act ts “somewhere in the neighborhood of $40,000,000” 
Public Law 859, Eighty-first Congress, would reduce that to about 
$35,000,000. 

Thus, it is clearly indicated that this legislation would not destroy 
the solvency of the War Claims Commission. In this regard, one 
further point should be considered. The Congress in providing for 
the payment of the claims of American prisoners of war and civilian 
internees clearly indicated its desire that such payment should be 
made out of the funds in the hands of the Custodian of Alien P ropert 
belonging to enemy nationals. It was never the policy of the ¢ Congres Ss 
that such payment should be effected through the seizure and liquida- 
tion of property belonging to American citizens. The property which 
is to be returned under Public Law 859 of the Eighty-first Congress 
was not the property of alien enemies, but was the property of Ameri- 

can citizens of dual ‘ ‘itizenship. 

The committee believes that this ceiling should be removed. In 
addition to causing difficulty in the administration of the law, the 
ceiling probably will operate to deny persons of their property even 
though such persons are similarly situated to those to whom. return is 
effected. In recommending 5. 1292 in the Eighty-first Congress, the 
committee sought to alleviate what it considered to be a patent dis- 
crimination. The committee is not satisfied with a reduction in that 
discrimination, but it believes that this condition should be corrected 
entirely. The committee, therefore, recommends favorable con- 
sideration of this legislation. 

The Department of Justice favors enactment of this legislation. 

Attached to this report are the reports of the Department of 
Justice and the War Claims Commission submitted in connection with 
this proposed legislation. 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENERAL, 
Washington, April 80, 1951. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, 
Washington, D.C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice concerning the bill (S. 302) to amend section 32 (a) (2 
of the Trading With the Enemy Act. 

The bill proposes to remove the $5,000,000 limitation on property returned to 
dual nationals pursuant to section 32 (a) (2) (D) of the Trading With the Enemy 
Act, as amended by Public Law 859, Kighty-first Congress, September 29, 1950. 
The latter enactment was urged by this Department in order to resolve conflicting 
provisions of the statute which, on the one hand, permitted return to American 
citizens even though resident in enemy territory, and on the other hand, prohibited 
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return to enemy citizens resident in enemy territory. In the cases in question, 
the claimants possessed United States citizenship, but at the same time had 
citizenship in the enemy country either through marriage to an enemy citizen 
or by reason of other means not involving voluntary allegiance to that country. 

By the enactment of Public Law 859 the intention was expressed that these 
“dual nationals’? should be regarded as American citizens for the purposes of 
return of property. However, in the processing of these claims under the statute, 
it has become apparent that significant administrative problems inherent in the 
ceiling provision seriously prejudice this group of claimants, both by delay in 
allowance of their claims and by the probability that the later filed claims cannot 
be paid. The effect is to place a severe discrimination on these American citizens 
which does not apply to the claims of other citizens, or, for that matter, to eligible 
claimants of foreign nationality. 

The principal administrative difficulty arises from the necessity of making exact 
evaluation of the property being returned in each case to enable compliance with 
the statutory ceiling. This problem may best be exemplified in relation to inter- 
ests in estates and trusts, a large number of which are involved in the dual national 
claims. To take a simple example: a woman born a citizen of the United States, 
who acquired German nationality through marriage to a German citizen, is 
entitled during her life to the net yearly income from a sum of money left in trust, 
the money to go after her death to an American relative. The actual worth of 
that interest is the total of what she will actually receive; but, until her death 
that total cannot be known. The approximate present value of her interest can 
only be obtained by multiplying the probable yearly rate of return by the probable 
term of her life, computed on an actuarial basis from life-expectancy tables. Such 
computation can be made only by a professional actuary, and it has been necessary, 
therefore, to retain an actuarial consultant in order to make these evaluations. 

The extra administrative burden created by the ceiling is far from solved merely 
by the employment of an actuary. A mass of detailed information is required in 
each such case for the actuarial evaluation of the interest involved. For example, 
if a contingent interest is involved which is to take effect, say, only after the 
death of specified relatives and their issue, detailed data must be obtained with 
respect to all such persons—their ages, marital status, issue, the value of the 
estate, the probable income which it will receive, and other items, to give the 
actuary a basis of calculation of the value to be placed upon the interest of the 
claimant. 

Moreover, the prejudice to the interests of the claimants does not consist only 
of the delay in the processing of their claims. There is a real possibility that some 
of these claimants will not get their property because their claims may not be 
reached before returns to other claimants in the group total the ceiling amount. 
One hundred thirty-six claims, having a book value of more than $5,000,000, have 
now been identified as probably within this category. There are undoubtedly on 
file an unknown number of additional claims of this category which the Depart- 
ment has not yet been able to identify because the claim forms involved listed only 
one citizenship, while subsequent investigation may disclose a second. Moreover, 
one additional claim, which possibly may be included in this category, involves a 
return of around $2,000,000. Some of these claims will undoubtedly be denied; 
but, since the total value of property claimed under Public Law 859 in claims al- 
ready idéntified has now passed the ceiling amount, this Department is of the view 
that, with undiscovered claims and claims not yet filed, the total allowable claims 
in this category will exceed the ceiling. 

That probability is greatly increased by the fact that the valuation basis used 
on return is, under the statute, “actual value” as against the estimates of value 
used by this Department in accounting for the property involved. This is 
particularly true in the case of estate and trust interests. Since the property 
could not be liquidated except through receipt of income, if any, and since the 
problem of actual evaluation is expensive and time-consuming, arbitrary values 
were assigned for accounting purposes. In the small number of cases thus far 
allowed, where property has been revalued upon return, the “actual value’’ basis 
has been on the average about 15 percent higher than the previous estimates. 

In view of the foregoing considerations, this Department is in favor of the 
enactment of the legislation. 

The Director of the Bureau of the Budget has advised that there is no objection 
to the submission of this report. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 
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War Criatims Commission, 
Washington 25, D. C., June 7, 1951. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington 25, D. C. 

My Dear Senator McCarran: Reference is made to your request for report 
on 8. 302, Eighty-second Congress, entitled ‘“‘A bill to amend the Trading With 
the Enemy Act, as amended.” 

The purpose of the bill is to remove the limitation of $5,000,000 on the aggregate 
value of property which may be returned to certain persons by the Office of Alien 
Property pursuant to the act of September 29, 1950 (Public Law 859, Sist Cong. 

Public ~ 859, supra, authorizes the Office of Alien Property to return prop- 
erty vested pursuant to the provisions of the Trading With the Enemy Act of 
1917 (40 Stat. 411), as amended, to individuals who, at all times after December 7, 
1941, were citizens of the United States, regardless of dual nationality. The re- 
turn of property is also permitted by that act where an individual, having lost 
United States citizenship solely by reason of marriage to a citizen or subject of a 
foreign country, reacquired United States citizenship prior to September 29, 1950, 
if such individual would have been a citizen of the United States at all times sine« 
December 7, 1941, but for such marriage. The act further provides that the ag- 
gregate value of returns made pursuant thereto should not exceed $5,000,000. 
It is this limitation which the subject bill proposes to remove. 

The War Claims Act of 1948 (62 Stat. 1240), as amended (50 U. S. C. App 
2001, et seq.), created the War Claims Commission and provided, in part, for 
the recognition and payment by the Commission of certain war claims arising 
out of World War II. These include claims of certain civilian American citizens 
interned by or in hiding from the Japanese in specified Pacific areas; claims of 
members of the Armed Forces of the United States who, as prisoners of war, 
were not furnished by the enemy with the quality or quantity of food prescribed 
by the Geneva Convention of 1929; and the claims of religious organizations 
operating in the Philippines, and affiliated with religious organizations in the 
United States, for reimbursement of the fair value of food, medical supplies, 
shelter, and other relief given in the Philippines during World War II to the 
United States troops and civilian American citizens. 

Provision is made by sections 12 and 13 of the War Claims Act of 1948, as 
amended, for the covering into the Treasury of funds representing the liquida- 
tion of German and Japanese assets vested by the Office of Alien Property, and 
for the creation in the Treasury Department of the War Claims Fund, to consist 
of all sums covered into the Treasury pursuant to section 39 of the Trading 
With the Enemy Act of October 6, 1917, as amended. Payment of claims allowed 
pursuant to the provisions of the War Claims Act of 1948, as amended, is made 
from this fund. 

The legislative history of S. 1292, Eighty-first Congress, which became Public 
Law 859, indicates that the Congress placed the $5,000,000 limitation in the bill in 
order to safeguard the War Claims Fund. The Committee on Interstate and 
Foreign Commerce, House of Representatives, in its report on S. 1292 (Report 
No. 3095) stated: 

“The committee amendment limiting such returns to $5,000,000 is based on 
estimates furnished by the Department of Justice indicating that such returns 
will not exceed that sum. Your committee has imposed this limitation to safe- 
guard the solvency of the War Claims Fund out of which, pursuant to the provi- 
sions of the War Claims Act of 1948, claims of American prisoners of war and 
American civilian internees are to be paid.”’ 

The War Claims Commission is not aware of any revision in the estimates 
referred to in the committee’s report which would necessitate an increase or 
removal of the limitation contained in Public Law 859, Eighty-first Congress. 

Advice has been received from the Bureau of the Budget that there would be 
no objection to the submission of this report to your committee. 

Sincerely yours, . 


or 
( 


DANIEL F. CLeary, 
Chairman, War Claims Commission. 
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In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets; existing law in which no change is 
proposed is shown in roman): 


SecTIOoN 32 (a) (2) (D) or tHE TrapiIne With THE Enemy Act oF OcTOBER 6, 
1917 (40 Svar. 411), as AMENDED 


Sec. 32. (a) The President, or such officer or agency as he may designate, 
may return any property or interest vested in or transferred to the Alien Prop- 
erty Custodian (other than any property or interest acquired by the United 
States prior to December 18, 1941), or the net proceeds thereof, whenever the 
President or such officer or agency shall determine 

+ oS * * 5 * * 

2) that such owner, and legal representative or successor in interest, if any, 

are not 
* * * * * * * 

1)) an individual who was at any time after December 7, 1941, a citizen or 
subject of Germany, Japan, Bulgaria, Hungary, or Rumania, and who on or 
after December 7, 1941, and prior to the date of the enactment of this section, 
was present (other than in the service of the United States) in the territory of 
such nation or in any territory occupied by the military or naval forces thereof 
or engaged in any business in any such territory: Provided, That notwithstanding 
the provisions of this subdivision (D) return may be made to an individual who, 
as a consequence of any law, decree, or regulation of the nation of which he was 
then a citizen or subject, discriminating against political, racial, or religious 
groups, has at no time between December 7, 1941, and the time when such law, 
decree, or regulation was abrogated, enjoyed full rights of citizenship under the 
law of such nation: And provided further, That, notwithstanding the provisions 
of subdivision (C) hereof and of this subdivision (D), return may be made to an 
individual who at all times since December 7, 1941, was a citizen of the United 
States, or to an individual who, having lost United States citizenship solely by 
reason of marriage to a citizen or subject of a foreign country, reacquired such 
citizenship prior to the date of enactment of this proviso if such individual would 
have been a citizen of the United States at all times since December 7, 1941, but 
for such marriage[[: And provided further, That the aggregate value of returns 
made pursuant to the foregoing proviso shall not exceed $5,000,000; and in making 
returns under such proviso the Alien Property Custodian shall to the extent 
practicable make such returns in the order in which notices of claims therefor 
were received and may return any property or interest if the value thereof, taken 
together with the aggregate value of property and interests already returned 
pursuant to such proviso, does not exceed $5,000,000]; 


O 
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TERUKO OKUAKI 
JULY 9 (legislative day, JUNE 27), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany 58. 426] 


The Committee on the Judiciary, to which was referred the bill 
(S. 426) for the relief of Teruko Okuaki, having considered the same, 
reports favorably thereon without amendment and recommends that 
the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to enable the Japanese fiancée of a citizen 
of the United States and an honorably discharged veteran of World 
War IIT to enter the United States for the purpose of marrying said 
citizen fiancé and to thereafter reside in the United States. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 22-year-old native and citizen of 
Japan and the fiancée of Martin Bronfenbrenner, a citizen of the 
United States. Mr. Bronfenbrenner became engaged to the bene- 
ficiary of the bill while he was on duty in Japan with our Armed 
Forces. 

A letter dated June 15, 1951, to the chairman of the Senate Commit- 
tee on the Judiciary from the Deputy Attorney General with refer- 
ence to the case reads as follows: 
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JUNE 15, 1951. 
Hon. Pat McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 426) for the relief of Teruko Okuaki, 
an alien. 

The bill would render the provisions of the immigration laws relating to the 
exclusion of aliens inadmissible because of race inapplicable to Teruko Okuaki, 
the Japanese financée of Martin Bronfenbrenner, a citizen of the United States 
and an honorably discharged veteran of World War II, and would provide that 
Miss Okuaki shall be eligible for a visa as a nonimmigrant temporary visitor for 
a period of 3 months, provided the administrative authorities find that she is 
coming to the Umted States with a bona fide intention of being married to Mr. 
Bronfenbrenner, and that she is otherwise admissible under the immigration laws. 
It would also provide that in the event the marriage does not occur within 3 
months after Miss Okuaki’s entry she shall be required to depart from this country. 
Finally it would direct the Attorney General, in the event the marriage shall occur, 
to record her lawful admission for permanent residence as of the date of the pay- 
ment by her of the required head tax and visa fee. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Miss Okuaki is a citizen of Japan of the Japanese race, who was born 
in Hayama, Kanagawa, Japan, on September 27, 1928. According to her fiancé, 
Mr. Bronfenbrenner, she is employed part-time and is attending dramatic school. 
He stated that during the war in Japan she was a member of a totalitarian group, 
but that enrollment in the organization, at least for girls, was by schools and not 
by individuals. Mr. Bronfenbrenner further stated that he was born on December 
2, 1914, in Pittsburgh, Pa., that he served in the United States Navy from January 
1943 until January 1946, and was stationed in Japan from August 1945 until 
December 1945. From August 1949 until August 1950 he was a civilian employee 
of the United States Government in Japan. He indicated that he was previously 
married and that the marriage terminated in divorce on November 4, 1949. He is 
»sresently employed as an associate ment of economics at the University of 

Visconsin, earning $6,000 a year. He states that he also has other sources of 
income. 

Miss Okuaki, being of the Japanese race, is ineligible for United States citizen- 
ship under section 303 of the Nationality Act of 1940 and therefore is inadmissible 
to the United States under section 13 (c) of the Immigration Act of 1924. Inthe 
absence of general or special legislation she may not enter this country for per- 
manent residence. 

Whether in this case the general provisions of the immigration laws should be 
waived presents a question of legislative policy concerning which this Department 
prefers not to make any recommendation. 

Yours sincerely, 
PryYToN Forp, 
Deputy Attorney General. 

Senator Alexander Wiley, the author of the bill, has submitted a 
number of letters and statements in connection with the bill, among 
which are the following: 

UNITED SraTes SENATE, 


May 14, 1961. 
Hon. ALEXANDER WILEY, 


United States Senate, Washington 25, D. C. 


Dear Senator Wixey: I understand that the Senate Judiciary Committee 
has before it a bill, 8S. 426, introduced by you to permit the immigration of Miss 
Teruko Okuaki, the fiancée of Mr. Martin Bronfenbrenner, associate professor of 
economics at the University of Wisconsin. 

I have known Mr. Bronfenbrenner in years past and would merely like to 
advise you that he is a brilliant and able fellow. I also know that he has wanted 
to marry Miss Okuaki for more than a year and think, therefore, that he probably 
knows his own mind about this matter. 

I hope the committee will give prompt consideration to your bill. 

Sincerely yours, 


Pau, H. Dovuatas, 
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Civit HisTorIcaL SECTION, 
GENERAL HEADQUARTERS, 
SUPREME COMMANDER FOR THE ALLIED POWERS, 
APO 500, San Francisco, May 12, 1951. 
Re Senate bill 426. 
Hon, ALEXANDER WILEY, 
United States Senate, Washington, D. C. 


Dear SENATOR WILEY: I sincerely hope that you will find it possible to further 
the speedy passage of House bill 426, referring to the proposed entry into the 
United States of Miss Teruko Okuaki, a Japanese national, who desires to enter 
the country to marry Professor Bronfenbrenner of the department of economics, 
University of Wisconsin. 

I have known Miss Okuaki and her family for approximately 4 years and can 
certify that she is in every respect highly desirable as a future resident of the 
United States. Her activities in religious affairs, her keen interest in the promotion 
of Japanese-American relations and her wide knowledge of general affairs, 
together with her command of English, qualify her in every possible respect. 
She is the sort of person who will reflect credit upon both her present nation and 
that to which she seeks admittance. 

Very truly yours, 
Harry Emerson WILDEs, 
Chief, Political and Social Affairs Division, CHS. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 426) should be enacted. 


O 
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ROSITA ANITA NAVARRO AND RAMONA ALICIA NAVARRO 


»~ 


JULY 9 (legislative day, JUNE 27), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


{To accompany S. 462] 


The Committee on the Judiciary, to which was referred the bill 
(S. 462) for the relief of Rosita Anita Navarro and Ramona Alicia 
Navarro, having considered the same, reports favorably thereon with- 
out amendment and recommends that the bill do pass 


PURPOSE OF THE BILL 


The purpose of the bill is to waive the racial barrier Lo admission 
into the United States in behalf of the minor alien children of a native- 
born citizen of the United States. No quota charge is provided for 
in the bill inasmuch as minor alien children of United States citiz>ns 
are normally entitled to nonquota status. 


STATEMENT OF FACTS 


The beneficiaries of the bill were born in Kobe, J: apan, on January 13, 
1943, and February 8, 1946, respectively. The mother of the ¢ bik lren 
is of the Japanese race and was born in Hawaii on December 21, 1913, 
and is a citizen of the United States. The father was born in the 
Canary Islands on June 16, 1918, and is a permanent resident of the 
United States. The children did not derive United States citizenship 
through their mother because the mother did not have the necessary 
residence in the United States required by the Nationality Act of 1940 
in order to transmit citizenship to the children. 

A letter dated June 12, 1951, to the chairman of the Senate Com- 
mittee on the Judiciary from the Deputy Attorney General, with 
reference to the case reads as follows: 
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JUNE 12, 1951. 
Hon. Pat McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice, relative to the bill (S. 462) for the relief of Rosita Anita 
Navarro and Ramona Alicia Navarro, aliens. 

The bill would render the provisions of section 13(c) of the Immigration Act of 
1924, as amended, which exclude from admission to the United States aliens who 
are ineligible to citizenship, inapplicable to Rosita Anita Navarro and Ramona 
Alicia Navarro, the minor children of Clara Fusako Takemoto Navarro, a citizen 
of the United States, and Francisco R. Navarro, a legal resident of the United 
States. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Rosita Anita Navarro and Ramona Alicia Navarro were born in 
Kobe, Japan, on January 13, 1943, and on February 8, 1946, respectively. Ac- 
cording to their father, Mr. Francisco R. Navarro, he was born in Santa Cruz de 
Tenerife, Canary Islands, on June 16, 1918. It appears that he was married in 
Japan on September 5, 1942, to Clara Fusako Takemoto, who was born in Papai- 
kow, T. H., on December 21, 1913. Mr. Navarro stated that he is of the Spanish 
race and that his wife, who is of the Japanese race, has resided in Japan since she 
was 19 or 20 years of age. 

The records further reflect that Mr. Navarro entered the United States for 
permanent residence on August 26, 1949, as a nonquota immigrant under section 
4(a) of the Immigration Act of 1924, as the husband of a United States citizen. 
He is presently residing in New Orleans, La., where he is employed as a clerk at a 
salary of $205 a month. His alien children, who have never been in the United 
States, and their mother are entirely dependent upon him for support. 

Although it is claimed that Mrs. Navarro is a United States citizen, the alien 
children did not acquire United States citizenship at birth since their mother did 
not have 5 years’ residence in the United States after attaining the age of 16 and 

rior to their birth, as required by section 201 (g) of the Nationality Act of 1940. 

eing as much as one-half Japanese they are ineligible for naturalization under 
section 303 of the Nationality Act of 1940 and therefore are inadmissible to the 
United States for permanent residence under section 13 (c) of the Immigration 
Act of 1924. In the absence of general or special legislation they may not enter 
the United States for permanent residence. 

Whether, under the circumstances in this case, the general provisions of the 
immigration laws should be waived presents a question of legislative policy 
concerning which this Department prefers not to make any recommendation. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 


Senator Russell B. Long, the author of the bill, has submitted the 
following information in connection with the case: 


Unirep Srates SENATE, 
February 24, 1961. 
Hon. Pat McCarran, 
Chairman, Senate Judiciary Committee, 
Senate Office Building, Washington, D. C. 


DeaR SENATOR McCarran: In reply to your letter of February 20, I give you 
the following requested information as the sponsor of the bill S. 462, for the relief 
of Rosita Anita Navarro and Ramona Alicia Navarro: 

1. They have not entered the United States. They are minor children whose 
parents, Clara Fusako Takemoto Navarro, a citizen of the United States, and 
Francisco R. Navarro, a legal resident of the United States, desire to have them 
admitted to the United States. Mrs. Navarro is in Japan with the children, and 
Mr. Navarro is in the United States. 

2. Minor children, no activities. 
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3. Minor children; being supported by their parents. 
4. Minor children, engaged in no activities injurious to the American public 
interest. 
5. Minor children; have been convicted of no offenses. 
Sincerely yours, 
RussE.ti B. Lona, 
United States Senator. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 462) should be enacted. 


© 
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AMENDING ACTS RELATING TO FEES PAYABLE TO THE CLERK 
OF THE UNITED STATES DISTRICT COURT FOR THE DISTRICT 
OF COLUMBIA, AND FOR OTHER PURPOSES 


JULY % (legislative d: ¥, JUNE 27). 1951. Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 


the following 


REPORT 


[To accompany S. 1345] 


The Committee on the Judiciary, to which was referred the bill 
(S. 1345) to amend acts relating to fees payable to the clerk of the 
United States District Court for the District of Columbia, and for 
other purposes, having considered the same, reports favorably thereon, 
without amendment, and recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to amend the statute 
relating to fees payable to the clerk of the United States District Court 
for the District of Columbia by eliminating the charge of 1 percent 
for receiving, keeping, and disbursing money in pursuance of any 
statute or order of the court. 


STATEMENT 


It is presently provided in section 11-1509 of the Code of Laws of 
the District of Columbia, 1940 edition, pursuant to the act of March 3, 
1901 (31 Stat. 1363, ch. 854, see. 1110), and the act of April 6, 1928 
(45 Stat. 410, ch. 325), that the clerk of the United States District 
Court for the District of Columbia may charge and collect certain fees, 
including the following 

For receiving, keeping, and disbursing money in pursuance of any statute or 
order of court, including cash bail or bond or securities authorized by law or 
order of court to be deposited in lieu of other security, 1 percent of the amount 
so received, kept, and disbursed, or of the face value of such bonds or securities. 





AMENDING ACTS RELATING TO FEES 


This bill would effect the repeal of the provision quoted above, and 
further provides that from and after the approval of this repealing 
act no fee shall be charged or collected by the clerk of the United 
Siates District Court for the District of Columbia for any of the 
services enumerated in said provision regardless of whether such serv- 
ices were rendered prior to or after the approval of this act. 

The provision which would be repealed by the pending bill is 
identical with the preexisting provision applicable to clerks of the 
other district courts of the United States (28 U.S. C. sez. 555, par. 
8, 1940 ed.), which was repealed by section 2 of an act approved 
March 3, 1942 (56 Stat. 122). Hearings held prior to the enactment 
of the last-mentioned act disclosed that the services rendered by the 
clerks in the cases involving application of this fee provision were 
purely nominal, generally speaking, and disproportionate to the fee 
charged. However, this same fee provision as it applies to the 
United States District Court for the District of Columbia was not 
repealed at that time, and the present bill would have the incidental 
effect of removing this discrepancy. 

This proposed legislation is endorsed by Hon. Bolitha J. Laws, 
Chief Judge of the United States District Court for the District of 
Columbia. 

The committee concludes that this bill is designed to accomplish a 
desirable purpose, and recommends favorable consideration of the bill. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, existing law in which no change is proposed 
is shown in roman): 


Act or Aprit 6, 1928, 45 Statutes 410, CHapTerR 325. 


“Sec. 1110. CLerx’s Fres.—For filing the following named cases and for all 
services to be performed therein, except as otherwise provided herein, the clerk 
shall charge and collect the following fees: 

* . * + ¥ + * 
[For receiving, keeping, and disbursing money in pursuance of any statute or 
order of court, including cash bail or bond or securities authorized by law or order 
of court to be deposited in lieu of other security, | per centum of the amount so 
received, kept, and disbursed, or of the face value of such bonds or securities. J 


Cy 
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KARL CHIMANT AND ADA CHIMANIT 


JULY 9 (legislative day, JUNE 27), 1951.—Ordered to be printed 


———— 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 702] 
The Committee on the Judic lary, to which was referred the bill (H. 
R. 702) for the relief of Kar! ¢ ‘himani and Ada Chimani, having con- 
sidered the same, reports favorably thereon without amendment and 


recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Karl Chimani and his wife, Ada Chimani. 
Provision is made for appropriate quota deductions and for the pay- 
ment of the required visa fees and head taxes. 


STATEMENT OF FACTS 


The beneficiaries of the bill are 62- and 53-year-old natives and 
citizens of Austria who last entered the United States as visitors on 
April 26, 1950. Mr. Chimani is presently employed as a trainer of 
horses by Mr. John W. Nolan, of Garden City, Kans., who states 
that Mr. Chimani’s services are necessary in training this particular 
breed of horses. 

A letter dated April 3, 1951, to the chairman of the Committee on 
the Judiciary of the House of Representatives from the Deputy 
Attorney General with reference to the bill reads as follows: 
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APRIL 3, 1950. 
Hon. EMANUEL CELLER, 


Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


My Dear Mr. CuHarrMan: This is in response to vour request for the views 
of the Department of Justice relative to the bill (H. R. 702) for the relief of 
Kar! Chimani and Ada Chimani, aliens. 

The bill would provide that Karl and Ada Chimani shall be considered to have 
been lawfully admitted to the United States for permanent residence as of April 
26, 1950, upon payment of the visa fee and head tax. It would also direct the 
Secretary of State to instruct the quota-control officer to deduct one number 
for each of the aliens from the appropriate immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the aliens are natives and citizens of Austra, Mr. Chimani having 
been born in Vienna on November 13, 1888, and Mrs. Chimani in Villach, 
Austria, on August 12, 1897. They entered the United States at the port of New 
York on April 26, 1950, when they were admitted under section 3 (2) of the Im- 
migration Act of 1924, for a period expiring on July 31, 1950. Prior to the ex- 
piration of the period for which they were admitted as temporary visitors they 
secured the introduction of H. R. 9006 and S. 3851 in the Eighty-first Congress, 

According to Mr. Chimani, he had corresponded for about a year prior to his 
entry with Mr. John W. Nolan, of Garden City, Kans., as a result of which Mr, 
Nolan sent him money for his transportation expenses to this country so that he 
eould work for Mr. Nolan as a horse trainer. Mr. Chimani is presently employed 
by Mr. Nolan in that capacity, earning $200 a month and completely furnished 
living quarters with all expenses paid. It appears that the horses are being 
trained especially for show purposes. Mr. Nolan stated that Mr. Chimani is 
an expert horse trainer and that there are no expert horse trainers of Mr. Chimani’s 
ability available in the United States. 

The files further reflect that Mr. Chimani was retired from the Austrian Army 
in 1919 and that he receives a pension of approximately $20 a month, which pen- 
sion, however, is not available to him while he is in this country. Mrs. Chimani 
is not employed outside of her home. The aliens resided in Mysore, India, from 
March 1939 until March 1948, at which time they returned to Austria. 

The quota for Austria, to which the aliens are chargeable, is oversubscribed for 
several years, and quota immigration visas are not readily obtainable. The record 
presents no facts, however, which would justify the enactment of special legislation 
granting them a preference over other aliens in Austria and other foreign countries 
who are waiting for quota numbers to permit them to enter this country for per- 
manent residence. Furthermore, to enact this bill would in effect reward them for 
gaining entry into the United States allegedly as visitors when they were in fact 
coming here to accept employment and remain permanently. It might also 
encourage Others in whose cases immigration visas are not readily obtainable to 
attempt to do likewise. 

Accordingly, this Department is unable to recommend enactment of the 
measure. 

Yours sincerely, 


Peyton Forp, 
Deputy Attorney General. 


Congressman Clifford R. Hope, the author of the bill, appeared 
before a subcommittee of the Committee on the Judiciary of the 


House of Representatives and submitted the following information in 
connection with the bill: 


Finney County Farm BuREAU, 


Garden City, Kans., May 11, 1951. 
Hon. Cuirrorp R. Horr, 


House of Representatives, Washington, D. C. 


Dear Mr. Hope: I have recently been informed that you have introduced 
House bill No. 702 in Congress in behalf of Carl Chimani and his wife, Ada Chi- 
mani, who at the present time are in this country on a visitor’s visa under the 
sponsorship of John Nolan, Garden City, Kans., and that their visitor’s visa has 
expired. 

Following the end of World War II in Europe our Government acquired a 
group of Lippizaner horses which later were shipped to this country to be sold to 
someone who would not exploit the breed but to perpetuate the breed in this coun- 
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try for the welfare of the public. Mr. Nolan was the successful bidder on the 6 
mares and | stallion, which today has grown in number to 20 head. 

Due to the fact that there wasn’t any individual in this country who had had 
the experience of caring and training for this breed of horses, Mr. Nolan after 
considerable correspondence and checking into the qualifications of Mr. Chimani 
brought him here to this country to care for and train these horses. Due to the 
increased war effort there is a shortage of competent agricultural help in this area 
and Mr. Chimani is doing a splendid piece of work in handling the job. I have 
become acquainted with him and find him to be very sincere and of the highest 
character and an asset to this community. 

There has been a tremendous expenditure of money put into this breeding 
program and its success is going to depend a great deal on the leadership and ability 
of Mr. and Mrs. Chimani. 

I have been personally acquainted with Mr. Nolan for 20 years and I know 
that he was sincere in bringing Mr. and Mrs. Chimani to this country to help 
him in the care and training of these horses. 

Very truly vours, 
Hoy B. Eruine, County Agent. 





THE GaRDEN City Datty TELEGRAM, 
Garden City, Kans., May 11, 1951. 
Hon. Cuiirrorp R. Hops, 
House of Representatives, Washington, D. C. 


Dear Cuirrorp: I find it difficult to find the words to express my combined 
amazement and utter dismay when I learned that the case of Karl and Ada 
Chimani hadn’t been disposed of last summer when I so gladly ‘“‘went to bat’’ to 
help keep these valuable persons here in Garden City—here in John Nolan’s 
employ—but here it is, the Chimani problem back with us again. 

I only wish that the highly respected gentlemen who are members of this im- 
portant committee who will consider this case could visit Garden City and thus 
actually know how valuable, and, to this newspaper’s way of thinking, vital a job 
Karl Chimani and his wife, Ada, are doing for this immediate (agricultural) region. 

True, Clifford, Karl Chimani is not out in the field riding a plow or running a 
tractor. But he is doing an essential and most useful job for this Nation—thanks 
to his unusual skill and training—in the animal husbandry department of Mr. 
Nolan’s operations. 

I happen to know something about ‘“‘cow colleges’’; like the fine school we have 
right here in Kansas, at Manhattan, not to mention the college up at Fort Collins, 
Colo. Would those gentlemen who are members of this committee who will 
ascertain and judge the value and need for the Chimanis’ remaining in America— 
remaining right here in Garden City, if you please—deny that Kansas State and 
Colorado Aggies don’t emphasize the importance of their (famous) animal hus- 
bandry departments? Certainly they surely agree on the importance of this 
department in the scheme of farming and agriculture in general. At least I am 
hoping they do so. 

Cliff, it would take several pages to write and tell you how many school kids 
all of them students of animal husbandry—have visited Mr. Nolan’s property 
(where they are always welcome, by the way) for a look-see at these famous 
Lippizans. These kids arrived by (school) bus from all over western Kansas, 
Oklahoma, and eastern Colorado. They are well repaid for their travel time 
as—again thanks to Chimani—they learn so much via their opportunity of 
learning by seeing (and doing) which will, or should, prove helpful and productive 
in later vears. 

Cliff, you know the story—since you have read the many reports in the Tele- 
gram—about how many hundreds of persons from dozens of States have visited 
the Nolan farms to see these famous horses. They come from everywhere since 
this breed, which incidentally is 500 years old and now almost extinct, has been 
so widely publicized in so many major-sized newspapers and respected maga- 
zines—especially the horse-breeding Magazines. 

I am personally convinced that if Mr. Nolan hadn’t had the help of Karl 
Chimani’s native training and his keen knowledge about this unusual breed of 
horses Mr. Nolan couldn’t report—vea, boast so proudly—of having 13 (for 


good luck) Lippizan colts born during the last 2 years. Chimani is the only man 
who could accomplish this mysterious task. If you know anything about a 
tempermental Lippizan, vou’ll agree that I used the word ‘‘nysterious’’ quite 


correctly. 
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This newspaper is hopeful—yes, this entire community would be hopeful if it 
were known that the Chimanis were being investigated—that the considerate and 
patriotic gentlemen who are assigned the task of making the decision in this 
case would agree (unanimously) that Karl and Ada Chimani are not only doing 
a most useful job for America, but they are, in fact, indispensable in this case. 

Cliff, in my personal opinion, you as our highly respected Congressman from 
this district can’t overemphasize the importance and the need to keep the Chimanis 
in America. Please do your level best, as you always do on important matters, 
and I extend you good luck along with my sincere personal thanks. 

Cordially yours, 
Gervais F. Reep, Publisher. 


AMERICAN LippizAN Horse BREEDERS ASSOCIATION, 
Garden City, Kans., May 12, 1951. 
Re H. R. 702. 
Hon. Cuirrorp R. Hops, 
House of Representatives, Washington, D. C. 


Dear CONGRESSMAN Hope: With further reference to bill introduced by you 
for the relief of Karl and Ada Chimani: In January of 1949, I purchased from 
United States Government Remount Depot at El Reno, Okla., one Lippizan 
stallion and six Lippizan mares, which were seized at the end of World War II 
at Babolna, Austria, and brought to this country by the Third Army. This sale, 
I am informed, was authorized by the Eightieth Congress about September 1948. 

This breed of horses is the oldest one breed in the world except the Arabian. 
They were bred up by the Austrian royal family through five generations. They 
are a very rugged, middle-sized animal. I have the European registrations for 
them and we have now organized the American Lippizan Horse Breeders Associa- 
tion, in which they are registered. 

The Army was very anxious that these horses fall into the hands of some indi- 
vidual or organization who would propagate them or breed them up in this 
country. They refused bids by people who would exploit them, namely Ringling 
Bros. and the movie industry. I believe that they were convinced that I would 
propagate these horses and continue the breed in this country and, in evidence 
of my intentions along this line, I have spent more than $50,000 in purchasing 
arranging, and building suitable quarters for them here at Garden City. In 
further evidence of this, we now have 13 young colts from this original herd, 
which are all eligible for registration and will be registered. 

As far as making any personal profit out of this project, I did not expect to when 
I bought them and neither am I hopeful of this now; however, one always has 
hopes of getting his original investment and expenses back. 

I have a very high regard for the possibilities of this breed of horses in America 
and, at the time I purchased them, I would have felt better about it to see some 
Government or State agency take charge of these horses and propagate them and, 
in further evidence of this, I would be pleased to make an outright gift of the 
original herd to any State or Federal agency that would accept them and further 
carry on their propagation. 

After receiving these horses and by studying their history before receiving them, 
I know that they are an intelligent, high-strung breed of horses and I discovered 
that there is not a horseman qualified to handle them in this whole community 
as, perhaps you may well know, in the past 25 or 30 years there has been no 
development in medium-sized, all-purpose horses in this country whatever. 
There is not a stallion of note nor any pure-bred mare for many miles around and 
those that are are only racing stock, which are deteriorating rapidly. 

Karl Chimani and Ada Chimani were born and reared in the same community 
from which these horses came. He is a graduate of the Spanish Riding Academy 
of Vienna. Ada Chimani’s family has been connected with these horses for a 
century. Karl and Ada Chimani came to the United States for a visit about 1 year 
ago. They knew of these horses being here and he came here to Garden City to 
visit the horses and visit me. They have taken great pleasure in working with the 
horses, helping to raise the colts, and training them. They want very much to 
stay here and I believe that it can be substantiated that their character is unques- 
tionable. 

I need them very much to carry on this project. In fact, I feel that it would be 
necessary for me to abandon the project without their guidance and help. 
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We respectfully ask the committee considering this bill for their cooperation and 
consideration. We are willing to submit any reasonable evidence of our intent, 
for which the committee should ask. 

I will enclose or send separately a little booklet by Colonel Podhajsky, which 
gives a little information on this breed of horses. 

I might tell you also that the history of these horses has been covered in Collier’s 
magazine, Life magazine, and National Horseman, the Cattleman, the Amateur 
Horseman, Back in the Saddle, and in such papers in this community as the 
Kansas City Star, the Topeka Daily Capitol, the Wichita Eagle, the Drovers 
Telegram, and many, many other newspapers, magazines, and periodicals through- 
out the country. 

People have driven here from perhaps 30 or 35 States in the Union to visit the 
stables, to see them and to ask about them. The agricultural classes from many, 
many others schools around have visited and continue to visit the stables for 
information on them. We have had letters from practically every State in the 
Union, from Canada, Old Mexico, and different European countries. 

In the fall of 1949, the officials of the American Royal at Kansas City influenced 
me to bring four of the mares to Kansas City and to use them hitched to the 
royal carriage to escort the queen and her attendants into the arena at each 
performance twice a day for 8 days. No charge was made for this by me but 
they did pay me a part of my expenses. 

give you the above as some information in regard to the project and the 
necessity of my being able to keep Mr. and Mrs. Chimani with them. 
Respectfully yours, 
J. W. NO.wan. 


The committee, after consideration of all the facts in the ease, is 
of the opinion that the bill (H. R. 702) should be enacted. 


O 
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BELA ABELES AND MARIA ABELES 


JULY 9 (legislative day, JUNE 27), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 783] 


The Committee on the Judiciary, to which was referred the bill 


(H. R. 783) for the relief of Bela Abeles and Maria Abeles, having 
considered the same, reports favorably thereon without amendment 
and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Bela Abeles and his wife, Maria Abeles. The 
bill provides for appropriate quota deductions and for the payment 
of the required visa fees and head taxes. 


STATEMENT OF FACTS 


The beneficiaries of the bill are 43- and 42-year-old natives and 
citizens of Hungary who last entered the United States as visitors on 
March 4, 1950. Both aliens claim to be stateless. Mr. Abeles is 
employed by the Eutectic Welding Alloys Corp., Flushing, N. Y., 
where his work is said to be highly technical and necessary. 

A letter dated September 19, 1950, to the chairman of the Com- 
mittee on the Judiciary of the House of Representatives with reference 
to H. R. 7776, which was a bill introduced in the Eighty-first Congress 
for the relief of the same aliens reads as follows: 
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SerreMBER 19, 1950, 
Hon. EMANUEL CELLER, 


Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


My Dear Mr. CuarrMan: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 7776) for the relief of Bela 
Abeles and Maria Abeles, aliens. 

The bill would direct the Attorney General to cancel deportation proceedings 
in the case of the aliens Bela Abeles and Maria Abeles of Los Angeles, Calif., 
and would direct him not to proceed further in the case of these aliens insofar 
as such proceedings are based on any unlawful entry of such aliens into the United 
States prior to the enactment of this act. The bill would also provide that such 
aliens shall be considered to have entered the United States in March 1950, the 
date of their last entry, and to have been lawfully admitted to this country for 
permanent residence. Finally, the Secretary of State would be directed to instruct 
the quota control officer to deduct one number from the Austrian quota for the 
first year that such quota is available. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Bela Abeles was born at Vac, Hungary, on January 12, 1908, and 
his wife, Maria, was born in Budapest, Hungary, on August 30, 1908. They 
last entered the United States at the port of New York, N. Y., on March 4, 1950, 
for a period of 6 months under section 3 (2) of the Immigration Act of 1924, and 
are presently residing in New York City (although the bill states Los Angeles, 
Calif.). Mr. Abeles has stated that in 1946 he established a stocking factory in 
Vac, Hungary, which was operated continuously until January 1949, when the 
business was nationalized by the Communist Government of Hungary. He 
thereafter decided to leave Hungary and come to the United States. 

Both aliens have testified that they have no assets of any kind, either in Europe 
or the United States, other than personal property of the value of $250, that they 
are unemployed, and that they are entirely dependent upon brothers of Mrs. 
Abeles who live in Los Angeles, Calif. 

The Hungarian quota to which these aliens are chargeable, rather than the 
Austrian quota as stated in the bill, is oversubscribed and immigration visas are 
not readily obtainable. The record presents no facts which would justify the 
enactment of special legisiation granting this couple a preference over the many 
other aliens in foreign countries who are awaiting their turns for quota numbers. 

Accordingly, this Department is unable to recommend enactment of the 
measure. 


Yours sincerely, 
PreytTon Forp, 
Deputy Attorney General. 
Congressman Gordon L. McDonough, the author of the bill, 
appeared before a subcommittee of the Committee on the Judiciary 
of the House of Representatives and submitted the following affidavit 
in support of the bill: 


AFFIDAVIT IN SUPPORT OF APPLICATION FOR PERMANENT RESIDENCE 


Unitrep StTatTes or AMERICA, 
State of California, County of Los Angeles, ss: 

I, John Humer Auer, being duly sworn, depose and say: 

1. That I am a native of Hungary and 44 years of age and have been a legal 
resident of the United States for the past 22 years. 

2. That I am an American citizen by naturalization, having been naturalized 
by the United States District Court at Los Angeles on March 14, 1941, Naturaliza- 
tion Certificate No. 5189341. 

3. That I have always been law-abiding and am attached to the principles of 
the Government of the United States. 

4. That it is my intention to have the following relatives, at present residing 
at 35-07 One Hundred and Forty-seventh Street, apartment 1—E, Flushing, Long 
Island, N. Y., who are in good health, to be allowed to remain in the United 
States of America: 
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7 coi — 
T¢ i = Se | Relationship t 

Name in full Age ex deponent 

Maria A’ Beles nee Auer... . | 42] Femal Sister 

I iirc ira cans ncnwauwncs as = ; . = 42 | Male. Brother-in-law 


5. That my present dependents consist of five. 

6. That my regular occupation is motion picture producer-director, and my 
average yearly earnings are over $50,000, with savings in the bank of $5,000. 

7. That I possess property to the actual value of $40,000 and the encumbrance 
on said property amounts to $7,006. 

8. That I am willing and able to maintain and support the relatives mentioned 
herein until such time as they are self-supporting. 

I further state that this affidavit is made by me for the purpose of inducing the 
House Judiciary Committee to issue the necessary papers to allow these relatives 
to remain in the United States of America as permanent residents. 


[SEAL] JoHN H. Aver, 
8780 Hollywood Boulevard, Hollywood, Calif. 
Witness: 
Hitpa HEMAN, 
1600 North Martel Avenue, Hollywood, Calif. 


Subscribed and sworn to before me this 29th day of December 1950. 
[SEAL] Izora OpeNsHAW, Notary Public. 


My commission expires July 1, 1953. 


In addition, Congressman McDonough has submitted to the Senate 
Committee on the Judiciary the following additional information in 
connection with the case: 


Eutectic Weipins Autioys Corp., 
Flushing, N. Y., Apri! 30, 1951. 
To Whom It May Concern: 

Mr. Albert B. Abeles of 835-07 One Hundred and Forty-seventh Street, Flushing, 
N. Y., has been empioved in our production department since September 1950. 

Mr. Abeles performs highly skilled work in our chemical electrode coating de- 
partment and is indispensable in his job. We would find it very difficult to replace 
him, in view of the present shortage of this tvpe worker. 

We are engaged in defense work and supply manv branches of the Armed 
Forees with our material, as well as vital industries, and would appreciate your 
consideration in this case. 

Very truly vours, 
Evurectic WeLpINa ALuLoys Corpe., 
Tu. |. LEsron, 
Vice President in Charge of Production. 


ce 


To Whom It May Concern: 


We, the undersigned, Albert (Bela) A’ Beles and Maria A’ Beles, state as follows: 

In 1940, approximately July, when Hungary was overrun and dominated 
by the Nazis, I, Albert (Bela) A’Beles, received a notice for induction into the 
Naziarmy. At this time I was married, had two small children, a mother, father, 
and four sisters. As I had no desire whatsoever to fight on the side of nazism and 
as I considered the Nazis just as much my enemy as I did and do the Communists 
and Russians, I tried to avoid service as a ‘‘conscientious objector.’”’ This plan 
did not work. On September 3, 1940, I was arrested and put into a forced labor 
camp. 

At first I was used in accordance with my profession in a textile plant manu- 
facturing different materials for army use. I tried several times to escape but I 
was warned of retaliation to my family, so I had to bear it. Due to my several 
attempts to escape and attempted sabotage, I was transferred to a road-building 
gang, where I went through great hardship. Because of my concern for my 
family and because at least I was somewhat closer to them, I was able on two 
occasions, with bribes, under cover of night to spend a couple of hours with them. 
When this was discovered I was transferred, toward the end of 1943, to an iron 
plant in the town of Diosgyor. This plant was turning out war materials for 
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the Germans. With some other ‘‘real Hungarians” who were doing forced labor 
for reasons similar to mine, we attempted several acts of sabotage. 

Around April 1944, when a little news leaked out and a ray of light began to 
show of the downfall of the Nazis, I became bolder in my underground work. I 
was arrested, and the night before I was certain to face the firing squad, I escaped. 
Hiding in villages in the daytime and moving by foot at night, I reached my home 
town of Vac in the latter part of April, and I was able to spend a few short hours 
with my family. For their safety, as it was certain it would be the logical place to 
look for me, I continued my hiding. 

I tried to stay close to my home town, hoping to steal a few hours here and 
there with my family. I endured several months of horror and starvation and 
when I made contact one night in July 1944 in my home town, I found out that 
just a few days before my wife, two children, father, mother, and four sisters had 
been taken away to some concentration camp. On December 18 the same vear, 
when the Germans fell back and the Russians overran this part of the country, I 
found out that my entire family, including my old parents and little children, had 
been massacred in cold blood. 

A few months later, in 1945, after the Germans had capitulated, Hungary was 
completely liberated by the Allies, including the American Military Mission in 
Budapest, and everything pointed to a complete early Russian withdiawal. 
There was no sign of Hungary turning Communistic. As a matter of fact, the 
Communist Party as late as 1947 numbered only approximately 15 percent of the 
entire Hungarian Parliament, During the election in August 1947 the Communist 
Party only succeeded in a small percentage to penetrate the Parliament. The 
signs of terror and communism began to show in 1948, around Easter. It was 
only in the 1949 election, which was held in the first part of the year, that there 
was only one party—obviously, the Communist Party. 

In the middle of 1946, after I had somewhat recovered from the horrible mental 
and physical shocks, I met my present wife, Maria, and in 1947 we were married. 
In July, the same year, I opened a small textile plant. As I stated before, there 
were no signs of Communist domination. Such domination did not become 
apparent until Easter of 1948. Our persecution by the Communists started 
May 1, 1948, when we refused to take part in the May Day parade. 

After this date we both became hunted, and it became more and more obvious 
that communism would overrun the country. We tried to salvage some little 
bit of our money to enable us to make our escape. In the months that followed, 
we had to give up our apartment, furnishings and all, and leave everything behind, 
as we were facing certain arrest. We lived night by night in different hotels. 
Even though our plant was not confiscated as yet, we were unable to visit it for 
the same fear. Our struggle continued until the latter part of April 1949, when 
all our hopes for the defeat of communism were shattered, and we made our escape 
by foot to Vienna, Austria. 

At all times we have denounced, fearlessly and vehemently, both nazism and 
communism and we will continue to do so for the rest of our lives, knowing first- 
hand its evils and terror. 

This statement contains nothing but the truth and is made in the hope of ob- 
taining our permanent residency in the United States of America. We solemnly 
promise that with all our strength we shall defend the United States of America 
and aid it in any and all possible ways, to prove ourselves worthy of the privilege 
of residing in this country. 

At present, and since September 1950, I, Albert (Bela) A’Beles, have been em- 
ployed by the Eutectic Welding Alloys Corp. in Flushing, N. Y. Even though 
the work is extremely difficult and I have lost 40 pounds since taking the job, I 
accepted this task and will continue it as I feel this is the least I can do to contribute 
to this country’s welfare during this present emergency. This fact is substantiated 
by the enclosed letter from the firm now employing me. Later on, when this 
emergency ceases, I hope to enter my own profession, namely the manufacture of 
textiles, jersey and knitted materials. 

ALBERT (Beta) A’BELEs, 
Maria A’BELEs. 


[SEAL] EMANUEL Horowi!tTz, 
Notary Public for the State of New York, 


My commission expires March 30, 1952. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (H. R. 783) should be enacted. 


O 
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BROR RAINER HEIKEL 


JULY 9 (legislative day, JUNE 27), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


~-E PORT 
[To accompany H. R. 791] 
The Committee on the Judiciary, to which was referred the bill 
(H. R. 791) for the relief of Bror Rainer Heikel, having considered 


the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Bror Rainer Heikel. The bill provides for an 
appropriate quota deduction and for the payment of the required visa 
fee and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 56-year-old native and citizen of 
Finland who last entered the United States as a visitor on November 
19, 1948. He is employed as an assistant building superintendent at 
the United Lutheran Church House in New York, and it is stated that 
it would be very dangerous to require him to return to Finland. 

A letter dated August 25, 1950, to the chairman of the Committee 
on the Judiciary of ‘the House of Representatives from the Deputy 
Attorney General with reference to H. R. 6246, which was a bill intro- 
duced in the Eighty-first Congress for the relief of the same alien, 
reads as follows: 
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DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENERAL, 
Washington, August 25, 1950. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuarrMan: This is in response to your request for the views 
of the Department of Justice relative to the bill (H. R. 6246) for the relief of 
Bror Rainer Heikel. 

The bill would provide that Bror Rainer Heikel shall be deemed to have been 
admitted to the United States for permanent residence on November 18, 1948, 
upon payment by him of the visa fee and head tax. It would also direct the 
Secretary of State to instruct the quota-control officer to deduct one number from 
the appropriate immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the alien is a native and citizen of Finland, having been born in 
Savonlinna, Finland, on May 31, 1895. Coming from that country, he arrived 
in the United States at the port of Baltimore, Md., on November 19, 1948, when 
he was admitted under section 3 (2) of the Immigration Act of 1924, as a temporary 
visitor until February 18, 1949. He was granted an extension of bis temporary 
stay until May 18, 1949, and has remained in the United States for a longer period 
than authorized. Proceedings to effect his enforced departure were ordered 
deferred pending congresslonal action on the instant bill. 

In his application for a visitor’s visa, executed on October 1, 1948, at the Ameri- 
can consulate, Helsinki, Finland, Mr. Heikel indicated that he was coming to the 
United States to visit relatives and for business. He further indicated that he 
intended to remain in this country about a year, and that he was destined to the 
home of Florence 8. Heikel, Hoquiam, Grays Harbor County, Wash. Mrs. 
Florence 8. Heikel stated in an interview that she is not well acquainted with Mr. 
Heikel, although he is her deceased busband’s brother. She further stated that 
he had written her in 1948 that he was in the United States on a buying mission. 

According to Mr. Heikel’s statement under oath, he came to the United States 
for the purpose of visiting relatives and to secure patents for the Finnish Sopu 
tent, having been commissioned by Mr. Sopu of the Sopu Tent Co. to patent the 
tent in the United States and sell it in this country, if he were able to do so, but 
that after he had tried to interest several sporting goods companies in the tent, 
without success, he ceased his efforts. He further stated that while United States 
Army officials stationed in Finland were interested, he was informed by Army 
officials in the United States that they could not use that type of tent and he had 
also been advised by a businessman that it would be impossible to have it patented 
in this country because England and Finland had had the patent too long. Mr. 
Heikel claims that he is not being paid a commission by any Finnish company to 
make purchases for them in the United States. He has been employed since Sep- 
tember of 1949 as an assistant building superintendent at the United Lutheran 
Church House, in New York, N. Y., at a salary of $45 per week. It appears from 
the record that his wife and three children reside in Finland. 

The quota of Finland, to which Mr. Heikel is chargeable, is oversubscribed for 
2 vears and an immigration visa is not readily obtainable. There are no consider- 
ations presented in the record, however, which are sufficient to justify the enact- 
ment of special legislation granting him a preference over other nationals of Fin- 
land who desire to obtain the economic and other benefits of residence in the 
United States, but who, nevertheless, remain abroad awaiting their opportunity 
to enter this country for permanent residence in compliance with our immigration 
laws. 

Accordingly, the Department of Justice is unable to recommend enactment of 
this bill. 

Yours sincerely, 
PrYTON Forp, 
Deputy Attorney General. 

Congressman Russell V. Mack, the author of the bill, together with 
Dr. Robert E. Van Deusen, Washington secretary of the United 
Lutheran Council, appeared before a subcommittee of the Committee 
on the Judiciary of the House of Representatives and submitted the 
following documents: 
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NATIONAL LUTHERAN COUNCIL, 
Washington, D. C., February 19, 1951. 
JUDICIARY COMMITTEE, 
United States House of Representatives, 
Washington, D. C. 
GENTLEMEN: On behalf of the National Lutheran Council, I wish to go on 


record as supporting the private bill (H. R. 791) introduced by Congressman 
Russell V. Mack of Washington for the relief of Bror Rainer Heikel, a citizen of 
Finland, providing for his permanent entry into the United States. 

The National Lutheran Council realizes the inequity that would be involved 
in the indiscriminate passage of private bills. The case of Mr. Heikel, we feel, 
has special merit and urgency, for the following reasons: 

1. His anti-Communist activities in Finland have made him a marked man. 
We assume that he would be high on the Communist blacklist. 

2. Threats have been made to Mr. Heikel’s family since his arrival in the United 
States that if he returns to Finland it will be reported that he carried concealed 
arms after the armistice in 1944. This would result in his being vulnerable to 
punitive action by the Russian authorities, under the terms of the Russo-Finnish 
Peace Treaty of February 10, 1947. 

In support of the accuracy of these statements, we submit the following docu- 
ments: 

1. Pro Memoria of Rainer Heikel as a political refugee, a statement by Mr. 
Heikel of the merits of his case. 

2. A copy of a letter from Dr. Bernhard Hillila, president of Suomi College 
Hancock, Mich., the original of which is in my files. 

3. A copy of a letter from the Finnish War Veterans in America, the original of 
which is in my files. 

As to the reliability of the statements made by Mr. Heikel, he comes to us 
recommended by the ecclesiastical authorities of the Church of Finland, being 
personally vouched for by the former chaplain of the Archibishop of Finland, now 
in this country. The National Lutheran Council will appreciate any favorable 
consideration which may be given to H. R. 791. 

Sincerely, 
Ropert E. Van DEvSsEN 
Washington Secretary, National Lutheran Council. 


PRO MEMORIA OF RAINER HEIKEL AS A POLITICAL RFFUGEE 


I have come to this free country on a visitor’s passport and with the definite 
purpose of returning in a year, or by November 19, 1949, to my family in Finland 
and, as far as possible, to more peaceful political circumstances, which at the time 
of my departure on October 28, 1948, I had full reason to anticipate. After 
barely a 3 months’ stay in New York, I received from my family very alarming 
and ominous news. In them it was stated with serious emphasis that my return- 
ing to Finland would prove fateful not only for me but also for my wife and 
youngest son, because they knew I had concealed arms right after the armistice 
in 1944. It was in executing judgments upon those who had been found guilty 
of concealing arms that the Communists were afforded a propitious opportunity, 
by resorting to the most shameless means, even the sadistic means of medieval 
times, to pour their relentless revenge upon their bitterly hated activist and patriot 
groups. It is to be noted that the inhuman way of dealing with those charged 
with concealment of arms has deeply shocked the mind of every patriotic citizen 
of Finland and has left one of the darkest pages in the illustrious history of Fin- 
land’s tough struggle for independence. Of these disgraceful revenge proceedings 
of the Communists, even the public records of the Finnish Parliament give a 
most shocking picture. That the Government of the United States also has been 
aware of this, and of other political persecution with it, is proven convincingly by 
the fact that some 25 to 28 Finnish Army lieutenants fleeing for these very reasons 
from Finland via Sweden were received through open doors into this country 
and nobly granted the right to seek the right of citizenship in this country. 

Insofar as I am able to judge, my own precarious position and my sincere desire 
to be permitted to remain in this country, it would seem inconceivable and unjustly 
cruel, as well as outrightly inhuman, if I, who specifically belong to that group 
which has concealed arms, were, as an exception from my fellow activists of the 
patriot group, given orders for deportation to Finland, thereby to bring not only 
upon myself but also upon my family useless and fateful suffering. This would 
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seem the more merciless when it is taken into consideration that after my arrival 
here (November 19, 1948) political refugees with their families have come to this 
country With small private crafts, and without exception, after due examinations, 
they have been granted the right permanently to remain in this country. This, 
in spite of the fact that their ‘‘sin-record”’ for the benefit of patriotic Finland is 
not nearly as ‘‘black’’ as mine, that of a hardened old activist, avowed opposer 
of communism, and a veteran of three wars of independence. These aforemen- 
tioned Finnish refugees belong generally to that class of patriotic citizens who, 
having considered matters realistically and looked with open vision into the 
future of Finland and having been guided by a healthy sense of self-preservation, 
have come to that very comprehensible conclusion that it is only a question of 
time when Finland’s present apparent independence has been transferred to the 
pages of history and Finland, like all Russia’s other border states, has been 
placed completely under her ‘“‘protection.”’ 

Since these afore-mentioned ordinary Finnish refugees have been granted, in 
compliance with the spirit of America’s lofty principles of freedom, the right to 
remain permanently in this country, there arises within me more strongly than 
ever the unfailing faith that, in the name of human justice, I, who have sacrificed 
everything for my country, and in all circumstances fought patriotically with 
arms against communism, could possibly be considered an exception to other 
Finnish refugees and be ordered to be deported from this country, but rather 
that I, like the others, will be granted the right to remain here permanently. And 
this for the greater reason: that even the leadership of the United Lutheran 
Church in America, in the name of its president, Dr. Franklin C. Fry, has made a 
recommendation of it to Senators Wiley and Vandenberg. 

I admit openly and with deep regret that I have come to tl 
Visitor’s passport, which definitely implies that [ was obligated to return to my 
family in Finland upon its expiration. In this, I have literally become guilty of 
breaking the statutes of this countrv: but I do not know, if I would have been 
found less guilty, if I had been able to come here without an official visa, like so 
many other Finns, victims of circumstance, who nevertheless have been granted, 
before me, a splace of refuge here. Have I not at least morally received amply 
severe punishment for this in that I have had to spend in this country two trying 
years? This has been truly a most burdensome and nerve-torturing period of 
time. To live in a strange land in a constant fear of deportation and under 


“ 
repeatedly renewed hearings, far removed from one’s beloved family and burdened 


his country ona 


with a deep concern about the fate of one’s dearest ones, is truly something that 
calls for patience and strong nerves. Indeed, such can only be fully comprehended 
by one who has undergone it and still is living under such tormenting pressure. 

In order to broaden and deepen the psychological picture of all this, it may be 
well to add that the preceding 10 years or so in Finland have not either been 
enviable, but it has been a period of time filled with suffering from the winter war 
of 1939, when little Finland, as the vanguard of western civilization, was left 
alone to struggle and shed her blood against great and greedy Russia. In remi- 
niscing upon the bitter experiences of such a past, and living yet in complete 
gnorance of my future, I am seized at times by a most crushing feeling of helpless 

iritv, for I do not find an answer to the question: Why have I thus far been 
considered an excé ption from other Finnish political refugees? If this nerve- 
torturing state of being finally concludes, in spite of everything, in my being 
ordered to be “‘thrown overboard,” then I shall have lost my last fragment o 
hope in human justice and love for fellow men, Let us hope that God will not 
allow such a erving wrong to take place. 

There are regrettably many of those who either for political reasons or out of 
pure ignorance still argue that Finland belongs among those countries who as 
independent nations have the free right of self-jurisdiction. Finland is a free 
country Officially, also technically, but not actually. He who literally, like a 
blue-eyed theorist, stubbornly clings to his argument of Finland’s perfect inde- 
pendence and does not allow her political persecution and her increasingly threat- 
ening danger of forced amalgamation with Russia even to be spoken about has 
truly drifted far from the realm of realistic political thinking. Considering the 
independence of Finland in terms of the forced peace decrees, our attention is 
called particularly to article 9 of this mournful peace treaty of February 10, 1947, 
which states: 

“Finland engages into all necessary operations to guarantee the holding and 
releasing for judgment— 

a) persons, charged for offenses committed against peace and human ethics, 
and for inducing others to such activity or participating thereof.” 
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According to the above decree, Russia therefore has the right on any false 
charge to demand for an accounting any citizen of Finland whom she may deem 
unfavorable to herself and the Communists, and what this all means can b 
discerned more clearly day by day even by any observing outsider who follows 
iis times. Who can speak of the independence of the nation when Russia, im- 
mediately following the forced peace, ordered Finland to convict her best citizens 
as ‘‘war criminals’; and when this, according to the laws of Finland, w 
possibility, our legislature was forced in the face of a most cruel t] 
special law which made it possible for this shameless order to be e 
cordance with the spirit of the Yalta agreement, inflicting upon the most meritori- 
ous President of the Republic, as well as upon other Government officials, who i 











most trying circumstances had done their all for their country, shameful prison 
punishments of 10 to 20 years’ duration. Neither let us forget that much-revea 
ing fact that Finland is the only one of the civilized nations outside of the iron 
curtain which has been forced to sign a very fateful friendship and assistance pact, 
as well as in 1950 to submit for Russia’s benefit and her own irreparable loss to a 
one-sided trade agreement, thereby making Finland, in addition to } political 
and military subservience, also the object of Russi: } eT! 

In the name of all fairness and righteousness, we cannot speak of 
independence and right of self-jurisdiction of the nation when its powe 
enemy of many centuries is allowed, with tl mightier, to ke 
reach of cannon fire a strictly ecluded and fied 1 str 
as a threat to the capital city of that indep: Do ( f 
with the most primitive conceptior s of it ereignty, TWITNSta - 
ing that for all this, with the strengthening ¢ e destr oO 
nations expressly in view, the agreements of f jam give t 
That Finland was left entirely at the mercies of Russia is doubtless due to the fact 
that she was forced by circumstances to wage her war for independence aga 


1e ally at that time of the western democracies, who in the course of our histor 


{ 
has attacked our country numberless times, without Finland’s ever having given 
} 


her the slightest cause for it. And surely, it can no longer be considered a crime 
if any individual or nation struggling merely for the right of existence accepts aid 
from any possible source, since the second alternative would be death, the third 
alternative being already nonexistent. This fact was emphasized by the Fim 





Government during the war by explaining that we are not engaged in a world war, 





neither are we fighting for the rights of any foreign power, but exclusively for our 
own dearly bought free dom. Furt} ermore, if | inland wer a fullv sovereis 
nation, how is this fact to be explained: that political refugees with their small 


children have come from Finland to this country in private, nonseaworthvy little 


crafts. To such a daring and life-endangering flight e | does not 1 ! 
without good reason. Only extreme trouble and despair over the fate of his 
family in “free”? Finland will drive him to it 


Whoever is at all familiar with the Finn’s way of thinking will agree that among 
the basic characteristics of Finnish nature is his faithfulness and keen attachment 
to his home locality and his family. This was again so convincingly proven in 
our last two wars of independence, when Finland fought broken-wingt 1 and 
painfully wounded ‘‘for God, home, and fatherland.’ If an unbiased Gallup 
poll could be taken in Finland of those who would presently be desirous of movi 


to America, the result would be astounding, for there would be so many On the 


contrary, if such a poll had been taken before the winter war of 1939, there would 
have been but a very few, if any, desiring to move here ‘his certainly has not 
been brought about by anv war-created light-hearted desire for adventure, but 
simply for that realistic political reason that the Finn, having become thoroughly 


acquainted with his neighbor in the course of centuries through the latter’s 
ever-renewed wars of aggression, instinctively knows Russia’s ‘ peace overtures 





better than anyone else, and therefore cannot expect from Russia’s ever-incre 
“friendship and love of peace” anything else but a speedy loss of his independence 
and his annexation to the enslaved peoples of Soviet Russia. Even the Finnish 
layman has become accustomed to looking at matters and world affairs fearless 
and with deliberation, but also very coldly and realistically. His sense of self- 
preservation reacts decisively when he realizes that he is about to become the 
enslaved property of his subtle “protector.’’ The ability to evade danger in good 
time should be considered a great asset and benefit to any thinking individual and 
nation who does not boldly court danger to the last, only to be forced to pay for 
such shortsightedness by an eventual loss of freedom. 

Against this background all sincere efforts of Finnish refugees to gain their 


freedom should be considered, and in a humane and sympathetic way generally 
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decided in their favor, and especially when the refugee in question has succeeded 
in obtaining sure proof and authoritative recommendations of his dependability 
and fitness for an American citizen. 

When in examinations and hearings a political refugee is repeatedly required to 
produce proof of his helpless status by official declarations from his country, may 
I be permitted in this connection to state that it would be a very unique instance 
in which a refugee could comply with such a requirement, for how could Finnish 
officials possibly give such documents to persons who have actively opposed the 
Communists and for that very reason have been placed by Russia on the black- 
list. Such activists specifically belong to the group which at the earliest pos- 
sible opportunity must be made harmless. American officials should not in 
questions involving humanitarian principles strictly cling to the letter of the law, 
but should endeavor to study each case on a broader plane, and, above all, take 
into consideration and accept in good faith the statements and recommendations 
of authoritative churchmen and other well-known and. highly esteemed American 
citizens. 

In considering the mutual agreements between Russia and Finland, it should 
always be remembered that, after ail, bolshevistic Russia is by far more dis- 
respectful of her international agreements than the Russia of the Czars. This is 
proven most effectively by the war of aggression started by Russia against Finland 
in 1939, before the World War, regardless of the fact that Russia had ceremoniously 
affirmed a nonaggression pact with Finland, which was in effect at that time. 
Tabulation of those instances in which Russia has ignored mutual agreements of 
this nature between nations could be continued to a great length, but the events 
of the present times and particularly the Korean War have aroused the “sleeping 
ones’ even in this part of the world to see that Russia has an entirely different 
conception about the value and sanctity of international pacts and agreements 
than civilized nations have, or should have. 

Finland should be given credit for never having trusted in the assurances and 
nonexistent honesty of her eastern neighbor, but for always, and in all circum- 
stances, having had an exceptionally unprejudiced conception of the subtility 
and incurability of her neighbor. On the basis of all this, it is impossible to 
overemphasize the fact that a Finn will not leave his family except for very 
pressing reasons and except that his family’s safety and future makes it absolutely 
necessary. For this reason, the officials of the United States should more care- 
fully and sympathetically weigh the content and consequences of their decisions. 
In determining the status of a political refugee, an official may become guilty 
of a serious moral wrong if he carelessly adheres only to the written decree of the 
law and forgets entirely the spirit of the law, and, above all, the noble obligations 
placed upon him by the lofty principles of freedom of this free country, par- 
ticularly toward those who from generation to generation have fought and shed 
their blood for the preservation of those same ideals in their own country. 


,AINER HEIKEL, 


808 Charbern Apartments, 1705 Belmont Avenue, Seattle, Wash. 
SEATTLE, January 20, 1951. 





FINNISH EVANGELICAL LUTHERAN CHURCH, 
52 Forty-fourth Street, Brooklyn, N. Y., April 13, 1949. 
To Whom It May Concern: 


We are writing in reference to Consul General Maj. Bror Rainer Heikel, who 
desires permission for refuge in the United States. In the name of Christian 
humanity, we humbly urge that he be accepted as a political refugee from Finland. 
With the lapse of the required time, he can possibly make application for American 
citizenship. 

Mr. Heikel arrived legally at Baltimore, Md., on November 19, 1948, with 
a 5-year passport and a 1-year visitor’s visa directly from the city of Kotka, 
Finland, on the Finnish freighter S. S. Hamina. He has received word from his 
family in Finland via Sweden that because of his activity for Finnish independence 
it would be inadvisable for him to return to Finland. An informer concerning 
Mr. Heikel’s concealment of weapons on September 22, 1944, makes it impossible 
for Mr. Heikel to return to Finland. As long as he remains in American the matter 
will remain undisclosed, but immediately upon hi» return to Finland charges will 
be made, and he, his wife, and his youngest son will be imprisoned. 

Since his youth Mr. Heikel has been numbered among the patriotic groups, 
having taken part against the Czarist oppression politics already as a young 
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student. With all his youthful zeal he joined the counter activity against the 
Bolshevik Army which supported the Communist elements in Finland after 
Finnish independence, December 6, 1917. He procured weapons and ammunition 
and organized defense units to quell the rebellion. This patriotic activity led to 
his imprisonment in Hameenlinna’s Parola, January 17, 1918, and he was sen- 
tenced to death by the ‘People’s Court.’ Miraculously he was able to escape 
at the last possible moment, skied through the woods from southern Finland to 
central Finland, passed through the Communist lines and joined the Mannerheim 
White Army, in whose forces he fought in the front lines at Vilppula, Tampere, 
and Viipuri. He then volunteered for regular army officer duty, serving for 9 years 
until 1927. The unfulfilled death sentence of 1918, participation in the War of 
Independence, and regular army service naturally became indelibly marked in 
Mr. Heikel’s ‘‘register of sins’? in the Communist blacklist. In addition, there is 
his friendship with Boris III, King of Bulgaria, during the years in the 1930’s 
when Mr. Heikel was honorary Bulgarian consul general. Further, there is his 
participation in the wars 1939-40 and 1941-44 for Finnish independence, with 
promotion to rank of major and other decorations. Thus Mr. Heikel is listed in 
the ‘Communist enemy No. Ll” group, and has received continuous threats by 
letter and by word of mouth since the fall of 1944. 

It is thus evident that the above-mentioned informing against Mr. Heikel 
would lead not only to Mr. Heikel’s arrest but also to his family’s arrest and 
suffering. Because of Mr. Heikel’s position in present-day Finland, which feels 
Communist pressure ever more strongly, we earnestly hope that our Christian 
appeal on his behalf, which would also mean saving bis family, will be accepted. 

Mr. Heikel belongs to one of the foremost Christian, cultural families of Finland, 
having provided many pastors, university professors, doctors, and lawyers. Mr. 
Heikel, as well as his family, has always remained true to the western freedom- 
loving world and has actively resisted Nazism and all other anti-Christian dictator- 
ships. Mr. Heikel represents his family heritage well. In his personal life he is 
temperate, deeply religious, morally above reproach, and in excellent physical 
condition. We feel that he would make a loyal and useful resident. He plans to 
start chicken farming in the State of Maine. He hopes that he could apply for 
American citizenship. His youngest son, Henrick Rainer, was listed on the immi- 
gration list at the United States consulate in the fall of 1948 and upon completion 
of his chemistry courses at the University of Helsinki hopes to be able to get to his 
longed-for United States in due order under the quota at the end of 1950. 

It should also be mentioned that Mr. Heikel’s oldest brother, Bruno Issian, 
moved to the United States in the early 1900’s, successfully lived as a druggist in 
Hoquiam, Wash., passing away a few years ago and leaving a good reputation and 
a fine family. Mr. Heikel’s family has therefore had a fine niche in American 
history already. He would like opportunity to continue that tradition. 

The sentiment of our congregation is sincerely reflected in these statements made 
above. We feel that democracy here in our Nation and in Finland is strengthened 
by upholding those who believe in freedom. 

Sincerely yours, 
BERNHARD HILuI.a, 
Pastor, Finnish Evangelical Lutheran Church, Brooklyn, N. Y., President- 
elect of Suomi College, Hancock, Mich. 


FINNisH WarR VETERANS IN America, INC., 
18 East One Hundred and Twenty-fifth Street, New York, N. Y., May 1, 1949. 
To Whom It May Concern: 


The Finnish Communist headquarters list the especially merited, fighter for 
freedom, and activist Maj. Bror Rainer Heikel in the ‘‘public enemy No. 1” 
group, and he finds himself in a difficult and critical position, particularly taking 
into consideration that a fateful informing against him will be made by com- 
munistic quarters if he returns to Finland from America. As this would mean 
not only his but members of the family’s detention, and those sentenced would 
be subjected to heavy prison terms and hard labor, we plead in the name of 
humanity and right thinking that Major Heikel be given the right to remain in 
America, where members of his family have performed as honest and worthy 
American citizens. In addition, Major Heikel’s youngest son, Henrik Rainer, 
will arrive as an immigrant to the United States in his regular order in 1950. Typical 
of Rainer Heikel family’s patriotic activity in Finnish independence against com- 
munism, let us mention that the son Henrik, mentioned above, voluntarily took 
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part in active military duties during the winter war 1939-40 as a 13-year-old 
schoolboy, being the youngest member of his unit in the eastern front sector, 
His older brothers also being only schoolboys at the time, voluntarily joined the 
ranks of the fighting army, and the family’s mother, Mrs. Heikel, performed, in 
the defense of her country as a “‘lotta.’’ The entire family was again voluntarily 
in the service of the fighting army 1941-44, 


HERMAN GUSTAFSSON, 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (H. R. 791) should be enacted. 
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MRS. GIZELLA KEZDY-REICH 
JULY 9 (legislative day, JUNE 27), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 1096} 
The Committee on the Judiciary, to which was referred the bill 
(H. R. 1096) for the relief of Mrs. Gizella Kezdy-Reich, having con- 
sidered the same, reports favorably thereon without amendment and 


recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Mrs. Gizella Kezdy-Reich. The bill provides 
for an appropriate quota deduction and for the payment of the re- 
quired visa fee and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is a former citizen of the United States 
who was born in Cleveland, Ohio, on July 16, 1901. Following her 
marriage to a native and citizen of Hungary in 1925 she went to 
Hungary with her husband where she resided until October 18, 1948. 
She voted in political elections in Hungary on October 7 and Novem- 
ber 4, 1945, and has therefore been expatriated under the provisions 
of section 401 (e) of the Nationality Act of 1940. Her husband is in 
a Communist prison in Hungary, and she is presently residing in 
Cleveland, Ohio, with her sister. 

A letter dated October 18, 1950, to the chairman of the Committee 
on the Judiciary of the House of Representatives from the Deputy 
Attorney General with reference to H. R. 7917, which was a bill 
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introduced in the Eighty-first Congress for the relief of the same 
alien reads as follows: 
OcTOBER 18, 1950. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


My Dear Mr. Cuarrman: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 7917) for the relief of Mrs. 
Gizella Kezdy-Reich, an alien. 

The bill would provide that Mrs. Gizella Kezdy-Reich, a native-born former 
citizen of the United States, who lost her citizenship by voting in Hungarian 
elections, may be naturalized by taking, prior to 1 year from the date of enactment 
of this act, before any court referred to in subsection (a) of section 301 of the 
Nationality Act of 1940, as amended, the oaths prescribed by section 335 of the 
said act. The bill would further provide that from and after naturalization, 
Mrs. Kezdy-Reich shall have the same citizenship status which she had imme- 
diately prior to its loss. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the alien is a former citizen of the United States, who was born on 
July 16, 1901, in Cleveland, Ohio. On December 29, 1925, she was married in 
Cleveland, Ohio, to Emil Kezdy-Reich, a native and citizen of Hungary. She 
returned with herhusband to Hungary on January 31, 1935, where she resided 
until October 18, 1948, when she was admitted to the United States at the port 
of New York, N. Y., to prosecute a suit under section 503 of the Nationality Act 
of 1940 for a declaratory judgment of citizenship. The record indicates that 
Mrs. Kezdy-Reich’s case in the United States District Court for the District of 
Columbia was dismissed in January 1950 upon a finding by the court that the 
alien had been expatriated under 8 United States Code 801 (e), by voluntarily 
voting in a political election in a foreign state on October 7 and November 4, 
1945. 

The beneficiary of the instant bill was temporarily admitted to the United 
States to afford her an opportunity to have her case heard in court. The judge 
of the United States District Court for the District of Columbia found, after 
careful consideration of all the facts, that she had voluntarily voted in the elections 
of a foreign state and therefore had no claim to United States citizenship. It 
follows, therefore, that the alien having voluntarily voted, which act divested her 
of United States citizenship, is not entitled to a preference over the many others 
who are in similar circumstances. The question of relief in such cases is a general 
one and should be resolved by general legislation. 

Accordingly, this Department is unable to recommend enactment of the 
measure. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 


Representative Frances P. Bolton, the author of the bill, appeared 
before a subcommittee of the Committee on the Judiciary of the 
House of Representatives and made the following statement: 


Mrs. Kezdy-Reich is a native-born American who lost her citizenship by voting 
in the Hungarian elections of October 7, and November 7, 1945. 

I have a prepared statement which I will file with the committee, giving Mrs. 
Kezdy-Reich’s background and explaining that her action in voting was due to 
coercion by the Communists. It was a time when men were being picked off the 
streets and sent to slave-labor camps. Women were being carried off; people 
were being imprisoned for no reason at all. All that is set forth in the statement 
I will file. 

Mrs. Kezdy-Reich obtained permission to enter the United States and is now 
living with her sister in Cleveland. Her husband is still in a Communist prison in 
Hungary. This bill would permit Mrs. Kezdy-Reich to eventually reacquire her 
American citizenship. I have studied the case and believe it has merit. 

The bill as drafted follows the usual form with one exception, which I hope 
will not be an obstacle in the consideration of the committee. I understand that it 
is the usual practice to take the date of passage on a bill of this kind, or the date 
of payment of the visa fees and head tax, as the starting date for reacquisition of 
citizenship, with the usual 5-year period beginning then. This bill asks only for an 
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adjustment of the immigration status of a former citizen, and is not asking for any 
waiver of existing naturalization laws. I have taken the date of Mrs. Kezdy- 
Reich’s entrance into the United States, October 18, 1948, because this bill would 
prepare the way for reacquisition of citizenship and therefore does not exactly 
follow the usual pattern. Using this date would save the former citizen about 
2% years waiting time. Therefore I trust the committee in its wisdom will retain 
the language of the bill as written. 

The bill, as originally introduced, provided for the restoration of 
United States citizenship to Mrs. Kezdy-Reich. The bill was amended 
in the House of Representatives, however, to merely grant her the 
status of permanent residence in the United States as an alien. 

The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (H. R. 1096) should be enacted. 
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JULY % (legislative day, JUNE 27), 1951.—Ordered to be printed 


Mr. McCarran. from the Committee on the Judiciary, submitted 


the following 
REPORT 
[To accompany H. R. 1104] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 1104) for the relief of Marie Louise Sageros, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to enable the French fiancée of a United 
States citizen and veteran of World War II to enter the United States 
for the purpose of marrying said citizen fiancé and to thereafter reside 
in the United States. The bill also waives an excluding provision 
of the immigration laws relating to aliens who have previously been 
afflicted with a mental ailment. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 29-year-old native and citizen of 
France who is engaged to Roy V. Nesom, a United States citizen and 
veteran of World War II. She originally came to the United States 
in 1947 for the purpose of marrying Mr. Nesom. Because of a mental 
ailment she was excluded from admission into the United States at that 
time and returned to France. <A doctor’s certificate indicates that at 
the present time she is free of any mental illness. 

A letter dated April 18, 1951, to the chairman of the Committee on 
the Judiciary of the House of Representatives from the Deputy 
Attorney General with reference to the case reads as follows: 
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DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENERAL, 
Washington, April 18, 1951. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


My Dear Mr. CuarrMan: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 1104) for the relief of Marie 
Louise Sageros, an alien. 

The bill would provide that notwithstanding the provisions of the second 
category of section 3 of the Immigration Act of 1917, as amended. Marie Louise 
Sageros may he admitted to the United States for permanent residence if she is 
found to be otherwise admissible under the immigration laws. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the alien is a native and citizen of France, liaving been born on 
April 27, 1922, in Seine, France. She is presently residing in France and is engaged 
to Mr. Roy V. Nesom, a United States citizen and a veteran of World War II. 
Miss Sageros came to the United States on June 21, 1947, in possession of a non- 
immigrant visa issued under section 3 (2) of the Immigration Act of 1924. She 
stated that she was coming to this country for the purpose of marrying Mr. 
Nesom. An examination by the United States Public Health Service revealed, 
however, that she was afflicted with a mental ailment. On the basis of that report, 
she was found to be mandatorily excludable from admission to the United States 
and was so excluded by a board of special inquiry. An appeal was taken to a 
medical board on the question of her mental defect. The board, however, con- 
curred in the original finding and Miss Sageros was deported to France on August 
29, 1947. 

The files indicate that Mr. Roy V. Nesom was born in New York City on 
December 6, 1920. He is presently employed by the Spencer Graphic Service in 
New Jersey, where he earns $60 a week. It appears that, while he was a member 
of the Army, he met Miss Sageros in Paris, France, in January 1946, and became 
engaged to her. Mr. Nesom stated that he still desires to marry his fiancée if she 
can be permitted to enter this country for permanent residence and that, since 
her return to Paris, she has been employed as a stenographer and has not suffered 
any further mental attacks. 

Section 2 of the act of February 5, 1917, states in effect that all persons who are 
insane or who have had one or more attacks of insanity shall be excluded from 
admission to the United States. This law was enacted for the protection of the 
American people. The record presents no facts which would warrant exempting 
the alien from this provision of law. 

Accordingly, the Department of Justice is unable to recommend enactment of 
the measure. 

Yours sincerely, 
PeyYTon Forp, 
Deputy Attorney General. 


Congressman Clifford P. Case, the author of the bill, appeared 
before a subcommittee of the Committee on the Judiciary of the 
House of Representatives and submitted the following certificate 
issued by Dr. P. J. Pichot, chief of the faculty of medicine of the 
University of Paris: 


On this date, October 9, 1950, at the request of the American Hospital in Paris, 
Miss Marie Louise Sageros, 47 rue de la Legion d’Honneur, Saint Denis, France, 
was given a complete psychiatric examination by P. J. Pichot, M. D. 

She was good orientated, was not delusional nor hallucinated, presented no 
evidence of affective or mood disturbances. Careful psychiatric examination 
reveals that patient has made a good lifelong adjustment. The only emotional 
disturbance that the patient has ever had was a reactional depression during her 
first visit to the United States in 1947. 

Owing to particularly unfavorable circumstances (the transportation difficulties 
and a railway strike in France had restricted the time for her travel arrangements 
to a few hours; inaccurate informations gave to her the impression that it would 
be in the future impossible for her mother to visit her in the United States), she 
developed on board the ship a depression and had to be under medical care at Ellis 
Island. She recovered completely and went back to France. 
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It is my clinical opinion that this individual is free of any mental illness, and 
there is no indication that she will in the future have any emotional disturbance, 
provided that she will live in a normal environment. 


In my opinion, there is no psychiatric counterindication to her immigration to 
the United States. 


The committee, after consideration of all the facts in the case, 
is of the opinion that the bill (H. R. 1104) should be enacted. 


O 
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JULY 9 (legislative day, JUNE 27), 1951.—Ordered to be printed 


r. McCarran, from the Committee on the Judiciary, submitte< 
Mr. McCat f the ¢ tt the Jud y, submitted 
the following 


REPORT 


[To accompany H. R. 1157] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 1157) for the relief of Lum Ying, having considered the same, 
reports favorably thereon without amendment and recommends that 
the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Lum Ying. The bill provides for an appropri- 
ate quota deduction and for the payment of the required visa fee and 
head tax. 

STATEMENT OF FACTS 


The beneficiary of the bill is a 56-vear-old Chinese who last entered 
the United States on January 22, 1950, and applied for admission as a 
citizen of the United States, claiming to have been born in San Fran- 
cisco, Calif., on July 10, 1894. His claim to United States citizenship 
was disallowed and he was excluded from admission into the United 
States. He was subsequently paroled into the United States under 
bond and is presently residing in Battle Creek, Mich. It is stated 
that the beneficiary of the bill has been a resident of Battle Creek, 
Mich., for approximately 30 vears. 

A letter dated January 29, 1951, to the chairman of the Committee 
on the Judiciary of the House of Representatives from the Deputy 
Attorney General with reference to the case reads as follows: 
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LUM YING 


JANUARY 29, 


Hon. EMANUEL CELLER, 
Chairman, Commitiee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear Mr. Crairman: This is in response to your request for the views of 
the Department of Justice relative to the bill GH. R. 1157) for the relief of Lum 
Ying, an alien. 

The bill would provide that Lum Ying shall be held to have been lawfully 
admitted to the United States under the provisions of section 4(b) of the Immi- 
gration Act of 1924, as amended, on January 22, 1950, upon payment of the 
reauired head tax and visa fee. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the alien is of the Chinese race and that he last entered the United 
States at Seattle, Wash., on January 22, 1950, and applied for admission as a 
citizen of the United States, claiming to have been born in San Francisco, Calif., 
on July 10, 1894. At the time of his arrival, he was in possession of a travel 
affidavit issued to him on December 31, 1949, and sworn to before the vice consul 
of the United States at Hong Kong, China, and an affidavit of identification 
executed at San Francisco, Calif. on August 9, 1927. After a hearing, concluded 
on April 5, 1950, befere a board of special inquiry, it was found that Mr. Ying 
had failed to reasonably establish that he is a native-born citizen of the United 
States and the board excluded him on the ground that he was an immigrant not 
in possession of an unexpired immigration visa nor a valid passport. He has 
appealed the excluding decision of the board of specia! inquiry. 

The record indicates that Mr. Ying has made a number of conflicting statements 
as to his parents’ place of birth in China, as well as the period of their residence 
in the United States and the time of his father’s death. He testified before the 
board of special inquiry at Seattle that his father, Lum Lup Yook, died in China 
in 1927, having departed from this country for China in 1926. In contrast he 
stated in his passport application that his father lived continuously in the United 
States from 1892 until 1929. In further contrast he stated to an American vice 
consul at Hong Kong, China on August 3, 1949, that his father died in San 
Francisco about 1924. No death record could be found in the Bureau of Vital 
Statistics in San Francisco, Calif., which could be identified as relating to his 
alleged father, Lum Lup Yook. 

It is to be further noted that the alien testified before the board of special 
inquiry at Seattle, Wash., that his mother, Chew Shee, left his home when he was 
young and that he has not seen her since, that she remarried, and that he does 
not know where she is now. He also stated that she was born about 1875. 
In contrast, he stated in his passport application that his mother, who was born 
in China on July 7, 1866, is dead and that she lived in the United States continu- 
ously from 1892 until 1929. In further contrast he stated to the American vice 
consul at Hong Kong, China, on August 3, 1949, that his mother accompanied his 
father on a trip to China, and that his father returned to the United States alone 
and left his mother in Kwan On Li, where she died. However, he stated before 
the board of special inquiry that his alleged mother never accompanied his alleged 
father on a trip to China. 

The alien’s alleged brother, Lum Mon, testified on March 16, 1950, that about 
1926 or 1927 a clansman named Lum Lup Lee whom he had met in San Francisco 
shortly after his arrival there in 1914, sent him a birth certificate from San Fran- 
cisco, which had been registered to show that he had been born there. Mr. Mon 
further stated that Lum Lup Lee sent him a letter with the birth certificate 
instructing him (Lum Mon) to claim that he was the brother to the beneficiary of 
the instant bill. Lum Mon further testified that he is not now and never has been 
a citizen of the United States. He indicated that he and the beneficiary of the 
instant bill came from the same village in China, although he does not know the 
identity of the latter’s true parents. However, he testified that Lum Ying is not 
a citizen of the United States and is not his blood brother as claimed. 

The alien is presently residing in Battle Creek, Mich., where he is a partner 
in the ownership of a Chinese restaurant. The record indicates that he is married 
and that his wife and daughter are presently residing in Canton, China. It may 
be noted that at the board of special inquiry hearing in Seattle, Wash., on March 
2, 1950, Mr. Ying testified that it was not his intention to remain in the United 
States permanently but rather that he came here with the intention of selling 
his stocks and business and returning to China. 

Should the alien’s appeal from the excluding decision of the board of special 
inquiry be unsuccessful an additional remedy is provided by section 503 of the 
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Nationality Act of 1940 which permits the institution of an action against the 


head of any department or agency which denies any right or privilege to a person 


who claims such right or privilege as a national of the United States. If the alien 
is not in fact a citizen of the United States, his case presents no facts which would 
justify granting him a preference over the many Chinese who are awaiting their 


turn for the issuance of immigration visas. 
Accordingly, the Department of Justice is unable to recommend enactment of 
the measure. 
Yours sincerely, 


De Dp ly Alto nev General. 


Congressman Paul W. Shafer, the author of the bill, appeared before 
a subcommittee of the Committee on the Judiciary of the House of 
Representatives in support of the bill and submitted the following 
statement: 


Lum Ying left the United States for a visit in China following World War IT, 


after having secured the necessary passport from our State Depar t. Or 
January 22, 1950, upon his arrival at the port of Seattle he presented a travel 
affidavit issued to him by the American consul in Hong Kong. He was detained 
at the immigration station from that date until April 13, 1950, wh e i 
released upon bond and he returned to Battle Creek where he has resided for t 


past 30 years. 

After testimony was taken in Seattle an exclusion order was issued by thi 
examiner from which an appeal has been taken. Lum Ying claims to have | 
born in San Francisco and that his birth records were destroyed in the San 
Francisco earthquake. 

I feel that this case is deserving of special consideration. I personally 
known Lum Ying ever since he has resided in Battle Creek. He | \ 
operated two popular and successful restaurants since 1919 to my knowledge 
The Lantern Garden is one of the finer Chinese restaurants between New York 
and Chicago and enjoys a very good reputation. Lum Ying has been a f 
upstanding citizen of the community and over the years has contributed to the 
Federal Government by way of income, withholding taxes, ete., and ha e¢ 
substantial contributor to the welfare and other community activities. He has 
furnished employment for 12 persons and upward all of this time 

Lum Ying is proud of living in America and has considered himself a citizen 
thereof. I feel that it would be a tragedy if he were now to be exeluded from this 
country and deported to China and forced to live under a system which is abhor- 
rent to him. If I were not thoroughly satisfied as to the facts concerning Lum 
Ying, I would not have introduced this legislation. 


> 
*h 





In addition, Senator Homer Ferguson has submitted the following 
information in connection with the case: 


BATTLE CREEK CHAMBER OF Coy RCE, 
Rattle Creek, Mich., May 14, 1951 
Hon. Par McCarran, 
Chairman , Subcomn ittee on Imn igration, 
United State s Ne nate 4 Washinaton, dD. c 

Dear Sir: It has been brought to may attention that your subcommittee h 
under consideration, for the relief of Lum Ying, of Battle Creek, H. R. 1157. 
The case of Lum Ying has been pending for quite some time and I am familiar 
with ifs details. 

I have known Lum Ying for over 20 vears and understand that he has been a 
resident of Battle Creek for over 30 vears. Mr. Ying is one of the operators of 
the Lantern Garden which is an excellent eating establishment and patronized by 
many of the business and professional men. Mr. Ying is highly regarded by th 
people and his honesty and integrity are above reproach. His loyalty to this 
country is unquestionable and he is considered a good citizen in our community. 


he 
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It would be appreciated if you would give your support to the favorable consid- 
eration to H. R. 1157 for the relief of Lum Ying. 
Very truly yours, 
R. HABERMANN, 
Secretary. 


Sworn and subscribed to before me, a notary public, this 15th day of May, 1951. 


[SEAL] GeEorRGE F. GRONEROLD, 
Notary Public, Calhoun County, Michigan. 


My commission expires April 12, 1955. 


Hamitton & Deo INsvuRANCE AGENCY, 
Battle Creek, Mich., May 16, 1951. 
Hon. Pat McCarran, 
Chairman, Subcommittee on Immigration, 
United States Senate, Washington, D. C. 


HONORABLE Sir: It is my understanding that H. R. 1157 is before your sub- 
committee for consideration for relief in relation to Lum Ying of this city. 

I have known Mr. Lum Ying for over 20 years and first became acquainted 
with him in the operation of the Lantern Garden of which he is a partner. This 
eating establishment is very well known in the State and is conducted in a very 
good manner. There are about 15 employees and we figure that it is an asset 
to the city of Battle Creek. 

During World War If the Lantern Garden took an active part in raising funds 
for the entertainment and caring of soldiers at Fort Custer, Kellogg Air Field, 
and Percy Jones General Hospital, which are in the city of Battle Creek or close 
proximity. It is my opinion that he has been a very upstanding citizen and 
appreciates the privilege of making his home in this country. 

It is my belief that your committee should give him careful consideration, and 
I am sure that he will live up to all I have stated above. 

Yours very truly, 
L0BERT J. HAMILTON, 

Former Mayor of Battle Creek, former Michigan State Senator, Ninth District, 


Sworn and subscribed to before me, a notary public, this 17th day of May, 
1951. 
{SEAL] Bernita FE. Stant Hoinmes, 
Notary Public, Calhoun County, Mich. 


My commission expires April 15, 1952. 





Rich MANUFACTURING Corp., 
Battle Creek, Mich., May 14, 1951, 
Hon. Pat McCarran, 
Chairman, Subcommittee on Immigration, 
United States Senate, Washington, D. C. 

Dear Str: I understand that H. R. 1157 for the relief of Mr. Lum Ying of 
Battle Creek is now before your subcommittee for consideration. 

I have known Mr. Ying and have been a patron of his restaurant for approxi- 
mately 30 years. His establishment probably serves more people than any other 
restaurant in Battle Creek, and he is well liked and regarded by all of his patrons. 
I know that he has been a generous contributor to all worthy causes, and his 
character and reputation are above reproach. 

I sincerely trust that his request for relief will be given your very careful 
consideration. 

Thanking you, I am 

Very truly yours, 
Howarp H. Ricnr. 

Sworn and subscribed to before me, a notary public, this 14th day of May, 1951, 
[SEAL] A. F. Sommer, 

Notary Public, Calhoun County, Mich, 

My commission expires January 6, 1954. 





or 
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EMMERSON Truck & Storace Co., INc., 
Battle Creek, Mich., May 15, 1951. 
Hon. Part McCarran, 

Chairman, Subcommittee on Immigration, 


United States Senate, Washington, D. C. 


Dear Str: It is my understanding that H. R. 1157 for relief of Lum Ying is 
now before your subcommittee for consideration. 

I have known Lum Ying personally for something over 20 years. Since about 
the year 1919 he has successfully operated two Chinese restaurants in Battle 
Creek and now is one of the men operating the Lantern Garden, This is con- 
sidered to be a very fine Chinese eating place which enjoys an excellent reputation 
through the State and country. 

During his business activities in this city he has employed up to 20 persons, 
and has made his contribution to the income of the local, State, and Federal 
Governments by way of taxes, and so forth. He has always contributed substan- 
tially to the support of the community, its welfare and activities. He is of good 
moral character, is respected in this community, and has always shown a great 
deal of pride in the fact that he lives in this country. 

The Lantern Garden was active in raising funds for the support of organizations 
benefiting our enlisted personnel during the last war. 

Lum Ying is deserving of any consideration by your committee, and I know 
will prove himself worthy of anything vou may do for him. 

Very truly yours, 
RorertT N. SERGEANT, President. 


Sworn and subscribed to before me this 15th day of May 1951. 


[SEAL] GRACE G. EATON, 
Notary Public, Caihoun County, Mich. 


My commission expires August 19, 1951. 
BatrLe CreEEK, Micu., May 11, 1951. 
Hon. Par McCarran, 
Chairman, Subcommittee on Immigration, 
United States Senate, Washington, D. C. 

Dear Srr: I believe that H. R. 1157 is before your subcommittee for the 
relief of Mr. Lum Ying. He has been an acquaintance and personally known 
to me as a patient for the past 25 years. 

Mr. Ying has operated a Chinese restaurant in Battle Creek for over 30 years. 
At present he is one of the operators and owners of the Lantern Gardens, a local 
Chinese restaurant of good reputation, which through the years has employed 
15 to 20 persons. He has a good moral character and enjoys a good reputation 
in this community. 

I am confident that any consideration given him by your committee will be 
warranted and recommended by me. 

Sincerely yours, 
Epwin L. Hansen, M. D. 


Sworn and subscribed to before me, a notary public, this 11th day of May, 1951. 


[SEAL] Harriet H, Cutver, 
Notary Public, Calhoun County, Mich. 


My commission expires March 10, 1952. 


B C Suppty Co., 
Batile Creek, Mich., Vay 19, 1951. 
Hon. Pat McCarran, 
Chairman, Subcommittee on Immigration, 
United States Senate, Washington, D. C. 

Dear Sir: It has come to my attention that Mr. Lum Ying has applied to your 
subcommittee for relief regarding his citizenship. I have known Mr. Ying for 
some 20 to 25 years, in fact ever since he moved here and opened a Chinese 
restaurant. To my knowledge he and his associates have always been of good 
character and have contributed to welfare and World War funds and have made a 
success of their business. I know nothing of his activity before coming to this 
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city but I am very sincere when I say that while he has been here he has been a 
very good citizen and I am sure he wants to remain so. 


Any consideration you can give Mr. Ying will be very much appreciated by 
myself. 


Very truly yours, 
C. F. HEysrr. 


Ciry or BATTLE CREEK, 
Battle Creek, Mich., June 12, 1951. 
Re Ying Lum 


Hon. Par McCarran, 


Chairman, Subcommittee on Immigration, 


United States Senate, Washington, 7. 
Dear Senator McCarran: I understand that you have.a bill before your 
committee to straighten out certain difficulties regarding the citizenship of 
Ying Lum, a resident of our community. ~ 


Mr. Lum has lived in Battle Creek for almost 25 vears. I have known Mr. 
Lum personally for about 10 vears. His record with the police and health 
authorities here is excellent and he has made a fine citizen of our community. 

Mr. Lum is a partner in the business known as The Lantern Garden, which is 
one of the finest eating establishments not only in our city but anywhere between 
Detroit and Chicago. 

I hope that you will be able to straighten out his difficulties and I assure vou 
that anything that you may be able to do in his behalf will be deeply appreciated 
not only by me but also by a great many of the people of Battle Creek. 

We need more men of his character not only in Battle Creek but in our Nation, 

Sincerely yours, 
WitiiaMm V. Baitny, Mayor. 

The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (H. R. 1157) should be enacted. 


oa 
@ 
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JULY 9 (legislative day, JUNE 27), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 1233] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 1233) for the relief of Mrs. Vasilia Parselles, having con- 
sidered the same, reports favorably thereon without amendment 
and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Mrs. Vasilia Parselles. The bill provides for 
an appropriate quota deduction and for the payment of the required 
visa fee and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 56-year-old native of Turkey and 
a subject of Great Britain who last entered the United States as a 
visitor on September 26, 1947. Her purpose in coming to this coun- 
try was to take care of her daughter who was ill at her home in Oak- 
land, Calif. The beneficiary of the bill resides with her daughter 
and is supported by her son-in-law, who states that he is able and 
willing to continue her support. 

A letter dated July 6, 1949 to the chairman of the Committee on the 
Judiciary of the House of Representatives from the Assistant to the 
Attorney General with reference to H. R. 1665, which was a bill 
introduced in the Eighty-first Congress for the relief of the same alien, 
reads as follows: 
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JuLy 6, 1949. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuarrMan: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 1665) for the relief of Mrs. 
Vasilia Parselles, an alien. 

The bill would provide that Mrs. Vasilia Parselles, who entered the United 
States in September 1947 for a temporary stay, shal! be considered to have been 
lawfully admitted to the United States for permanent residence as of the date of 
such entry. It would also direct the Secretary of State to instruct the quota- 
control officer to deduct one number from the appropriate quota. 

The records of the Immigration and Naturalization Service of this Department 
disclose that the alien, a 56-year-old widow, is a native of Turkey and a subject 
of Great Britain, who entered the United States on September 26, 1947, at Hono- 
lulu, T. H., when she was admitted as a visitor until March 26, 1948. She was 
granted an extension of stay to February 27, 1949. According to the alien, she 
came to the United States to take care of her daughter, Thespian Crittenden, 
who was very ill at her home in Oakland, Calif. She stated that she intends to 
remain in this country as long as possible to continue this care. Mrs. Parselles 
has four daughters residing in Australia, where she was living prior to her last 
entry into the United States. Her son-in-law in Oakland, Calif., has supported 
her since her arrival in this country, and has stated that he is able and willing 
to continue her support. 

The quota for Turkey to which the alien is chargeable is oversubscribed and 
a visa is not readily obtainable, but the record does not disclose sufficient reason 
to justify granting her a preference over other persons chargeable to the quota 
for Turkey. 

Accordingly, this Department is unable to recommend enactment of the bill. 

Yours sincerely, 
Peyton Forp, 
The Assistant to the Altorney General. 


Congressman John J. Allen, Jr., the author of the bill, appeared 
before a subcommittee of the Committee on the Judiciary of the 
House of Representatives and submitted the following statement in 
support of the bill: 


STATEMENT OF Hon. Joun J. ALLEN, JR., IN Support oF H. R. 1233 ror THE 
RELIEF OF Mrs. VAsILIA PARSELLES 


Mr. Chairman, H. R. 1233, for the relief of Mrs. Vasilia Parselles, would permit 
her to be a permanent resident of the United States. She entered in 1947, for a 
temporary stay. 

Mrs. Parselles was born in Smyrna, Greece, at the time when it was under 
Turkish rule. Subsequently, she married an Australian and moved to Australia, 
acquiring British-Australian citizenship. Her husband died. Her daughter 
married Rupert Crittenden, who is an attorney at law in Oakland, Calif. Mrs. 
Parselles is living with her son-in-law and daughter. For immigration purposes 
she would come under the Turkish quota. She is approximately 59 vears of age. 
The daughter, Mrs. Thespina Parselles Crittenden, has been seriously ill for 
several vears. Mrs. Parselles has provided help both in the purely physical 
aspects of the labors of a household, and also in the manifold ways in which an 
older, experienced woman and mother can be of assistance to an ailing daughter. 
The daughter’s doctor believes that Mrs. Parselles renders a type of service and 
assistance to her daughter and the daughter’s family that cannot be duplicated 
by hiring professional nursing or domestic help. 

Mr. Crittenden has an income of approximately $8,000 a year and has insured 
his life in favor of Mrs. Parselles. He will undertake that she would not be a 
financial burden on anyone other than himself. 

Mrs. Parselles seems to be unqualifiedly reeommended as having good character 
and morals by those who have had an opportunity to observe her closely since 
coming into this country. 

There are attached hereto, as a part of this statement, letters from the following 
persons which substantiate the statements heretofore made. These letters were 
requested during the Eighty-first Congress, when the bill was first introduced, 
but during which it did not reach a hearing. They are still applicable, as shown 
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by the letter of March 30, 1951. The letters are the following: Letter of January 
5, 1949, from Mr. Rupert Crittenden, marked ‘Exhibit 1’’; letter of February 3, 
1949, from Mr. Rupert Crittenden, marked “Exhibit 2’’; letter of February 8, 
1949, from Mr. Rupert Crittenden, marked ‘Exhibit 3’; letter of February 7, 
1949, from Dr. William H. Rustad, marked ‘‘Exhibit 4’’; letter of February 8, 
1949, from Mr. J. G. Milliken, marked ‘‘Exhibit 5’’; letter of February 4, 1949, 
from Prof. John J. Eiler, marked ‘Exhibit 6’’; letter of February 18, 1949, from 
Mr. Elliott E. Alexander, marked ‘Exhibit 7’’; letter of February 8, 1949, from 
Mr. Joseph R. Deasy, marked ‘‘Exhibit 8’; letter of February 8, 1949, from 
Mr. Gordon K. Williams, marked “Exhibit 9’’; letter of March 30, 1951, from 
Mr. Rupert Crittenden, marked ‘Exhibit 10.” 

It is, therefore, respectfully recommended to your committee that Mrs. Parselles 
is a desirable alien whose continued residence in the United States would be 
desirable and is urgently needed and extremely useful to her American son-in- 
law and his ailing wife. Favorable consideration of H. R. 1233 is therefore 
requested. 

Respectfully submitted. 

Joun J. ALLEN, Jr. 


The documents referred to in Congressman Allen’s statement read 
as follows: 
EXHIBIT | 
Derasy, CRITTENDEN, DopGe & ALEXANDER 


ATTORNEYS AT LAW 


OAKLAND, Cauir., January 5, 1949. 
Hon. Jonun J. ALLEN, Jr., 
House of Representatives, Washington, D. C. 


Drar JoHN: I had hoped to talk to you before vou left for Washington, but 
unfortunately I was unable to do so. My mother-in-law, Mrs. Vasilia Parselles, 
who is presently living with me and has been for approximately the last vear 
and a half, is a British subject. She came into this country in September of 
1947 on a visitor’s visa for a 6 months’ stay. Subsequently, I obtained a vear’s 
extension of this visa, from the United States Department of Immigration, which 
expires in February of this vear. It is Mrs. Parselles’ desire and my wish that 
she remain in this country and live with her daughter and myself and her grand- 
children. Evidently, the only way that this can be accomplished is through 
enactment of a private bill by the Congress of the United States, granting her 
permanent residence in this country. 

It is impossible for her to come in under a quota, as she was born in Smyrna, 
Greece, on August 19, 1892, and at that time Smyrna was under Turkish rule 
As a result, Mrs. Parselles, although of Greek national origin, comes under the 
Turkish quota, having at that time been regarded as a Turkish national. Sub- 
sequently, she married and moved to Australia, acquiring British-Australian 
citizenship. Her husband having passed away shortly before she came to live 
with me, and being 56 vears of age, it is highly desirable that she remain with 
me and under my care. Under the existing laws, it would take several vears, 
at the least, and a great deal of difficulty for her to attempt to come in under the 
Turkish quota. Under the Australian quota, there is now several years’ delay 
in obtaining entrance to this country with the right of permanent residence. 
Consequently, through the normal channels of quota immigration, it would be 
practically impossible for Mrs. Parselles to obtain residence here. 

My wife has not been in good health since the birth of our first child, and is 
presently undergoing a second pregnancy with considerable difficulty, and the 
presence of her mother is of considerable aid and encouragement to her. 

Although T am presently a temporary resident of the city and county of San 
Francisco, I have spent my entire life in Alameda County in the Seventh District, 
and have practiced law in Oakland for the last 10 vears. I have talked to Liston 
on the phone about the situation, and he felt that I should properly go to you, as 
I am unacquainted with the Representatives from San Francisco. He felt that, 
even though it were necessary that a private bill for the purpose of granting 
permanent residence would have to be sponsored by the Representative in whose 
district I presently reside, vou would handle the matter for me. 

On investigation, I find that in situations of this kind, it is not uncommon 
practice for a private bill to be passed by the Congress of the United States, 
granting the individual in question permanent residence in this country. In the 
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me case, I feel that there is considerable hardship involved, both to Mrs. 
-arselles and my wife, and to myself, if Mrs. Parselles is required to return to 
Australia, and that if she is granted permanent residence here, it would result in 
considerable benefit, both to Mrs. Parselles and my wife and children. 

As the visitor’s visa under which Mrs. Parselles is presently in this country 
expires in February, and I am doubtful whether I can obtain a further extension, 
although it is possible in view of Mrs. Crittenden’s condition, I would appreciate 
your earliest convenient attention to this problem. Needless to say, the passage 
of such a private bill through Congress is of the utmost importance to myself and 
to my family. 

Sincerely yours, 
Ruperr G, CrirrenDeEN. 





EXHIBIT 2 


Deasy, CRITTENDEN, DopGe & ALEXANDER, 

Oakland, Calif., February 3, 1949. 

Congressman JOHN J. ALLEN, Jr., 
House of Representatives, Washington, D. C. 

Dear Joun: I sincerely appreciate the efficient and thorough efforts you have 
made on behalf of Mrs. Parselles and the timely information which you have 
given me concerning the progress of the matter. I certainly intend to inform 
everyone I come in contact with of the fact that we have an able, honest, and 
efficient Representative in Congress. 

I have sent to Australia for character references for Mrs. Parselles concerning 
her life before she came to live with me and I will have others to cover the period 
since she has been in this country, which I will forward to you within the next 
few days. 

As far as her financial security is concerned, it rests largely on me; but, as to the 
best method of proving my good faith to the satisfaction of the committee I am 
somewhat in doubt. Would it be proper to write a letter to you stating my view 
on the matter and that I have an income of approximately $8,000 per year and 
that I have taken out insurance so that, in the event of my death, Mrs. Parselles 
will receive sufficient funds to at least maintain her for some period and that I 
regard her as I would my own mother and not only I am glad to have her rely on 
me for financial support but would not have it otherwise. 

As to the hardship, I will forward a letter from the doctor within the next few 
days concerning my wife’s health and his opinion as to the advisability of having 
Mrs. Parselles remain here, which I hope will sufficiently cover the matter. 

If you have any suggestions or criticism of this outline, please let me know. 

Again, let me thank you for the keen interest and efficiency you have demon- 
strated and that, regardless of our success in this particular matter, you may rest 
assured of my unfailing enthusiasm for your ability to cope with the duties of a 
Representative in Congress. 

Cordially yours, 
Rupert G. CRITTENDEN. 


EXHIBIT 3 


Drasy, CRITTENDEN, DopGr & ALEXANDER, 
Oakland, Calif., February 8, 1949. 
The Honorable Joun J. ALLEN, Jr., 
House of Representatives, Washington, D. C. 

Dear Mr. AuLEeN: Mrs. Vasilia Parselles, for the relief of whom you have 
introduced a bill in the Eighty-first Congress of the United States, has been living 
in my home since her entrance into this country in the latter part of 1947. 

During that time, she has been under my care and protection and has been sup- 
ported by me. It is her wish and desire, as well as my own, that she remain here 
with me and her daughter and grandchildren. 

I have assumed the support of Mrs. Parselles and will continue to do so. I am 
a practicing attorney in the city of Oakland, county of Alameda, State of California, 
and have been for the last 10 years with the exception of a period spent in the 
Armed Forces of the United States, from which I was honorably discharged. If 
Mrs. Parselles is granted permanent residence in this country, you may rest as- 
sured that, so long as I am mentally and physically capable of doing so, I will 
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support her on the same basis upon which I support the other members of my 
family, including my wife and children. I have taken out insurance on my life 
in which Mrs. Parselles is named the beneficiary so that, in the event of my death, 
she will be provided for. 

Mrs. Parselles’ husband died before she left Australia to come here and her home 
is now with me. My wife, during her first pregnancy and which was the immediate 
cause of Mrs. Parselles coming to this country, was seriously ill and has never re- 
gained her strength from the illness which she suffeied during her first pregnancy. 
She is now again pregnant and, with the additional burden of a child of tender vears 
to take care of, it would be highly improbable that Mrs. Crittenden could regain 
her health without the aid of her mother. 

Mrs. Parselles is a woman of the highest type, whose attitude and conduct 
reflect the culture in which she was trained and by which she has lived and, aside 
from my close personal interest in her, she is a woman who would make the highest 
type of American citizen. 

1 sincerely hope that the Eighty-first Congress will look favorably upon her 
situation. 

Very truly yours, 
Rupert G. CritTENDEN. 


EXHIBIT 4 


Wiitiram H. Rustap, M. D. 
San Francisco, February 7, 1949. 
Re Mrs. Vasilia Parselles. 
Congressman Joun J. ALLEN, Jr., 
House of Representatives, Washington, D. C. 

Dear ConGRESSMAN ALLEN: I am writing this letter to you in regard to the 
above-captioned individual for the purpose of giving vou medical reasons why 
she should be permitted to remain in this country rather than be forced to return 
to Australia. 

Mrs Vasilia Parselles is the mother of Mrs. Thespina Parselles Crittenden, who 
in turn is the wife of Mr. Rupert Crittenden, attorney at law, who resides in 
San Francisco, Calif. I have known Mrs. Crittenden professionally since 1946 
and in the intervening time I have been in attendance upon her medical problems 
Mrs. Crittenden was seriously ill for a period of 12 months which time was synony- 
mous with her first pregnancy and for 3 months following the termination of 
that pregnancy. This illness has left the patient in a constitutionally debilitated 
state. She is alarmingly underweight and is unable to carry on her full duties 
as a housewife and mother and requires constant help both domestically in the 
home and actively as a patient. Mrs. Crittenden is again pregnant at the time 
of this writing. Presuming the pregnancy will reach its normal termination, Mrs. 
Crittenden will be faced with the added burden of caring for two children, one of 
them a new-born infant. It is the considered opinion of the writer in the capacity 
of her personal physician that she will be physically unable to meet these obliga- 
tions without proper help. 

Mrs. Parselles has been visiting her daughter for a number of months and 
during this time has provided inestimable help both in the purely physical as- 
pects of the labors of a household and also in the manifold ways in whieh an 
older, experienced woman and mother can be of assistance to an ailing daughter. 
It is conscientiously believed that Mrs. Parselles renders a type of service and 
assistance to her daughter, Mrs. Crittenden, and her family, that cannot be 
reduplicated by hiring professional nursing or domestic help. The elder Mrs. 
Parselles has literally held this family home together during the past year or 
more. 

It is therefore urgently recommended that favorable consideration be given 
to the matter of Mrs. Vasilia Parselles’ request to be permitted to remain with 
her relatives here in San Francisco, Calif. 

Very truly yours, 


Wm. H. Rustap, M. D. 
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Exurpit 5 
UNITED ENGINEERING Co., 
San Francisco, Calif., February 8, 1949. 
Hon. Joun J. ALLEN, 
House of Representatives, Washington, D. C. 


Dear Mr. ALien: It is my understanding that a bill has been introduced 
before Congress for the purpose of granting Mrs. Parselles permanent residence 
in this country. It is my feeling that if this privilege be accorded her such a 
privilege could not be aecorded to a person of any higher type. 

I have been a neighbor of the Crittenden family for the past 2 vears and since 
Mrs. Crittenden’s mother, Mrs. Parselles, arrived in this country I have visited 
in the Crittenden home on many occasions and they in turn have been constant 
guests at my home. From my personal observation of Mrs. Parselles and the 
general atmosphere of the home in which she resides, I teel that she is a woman who 
I can, and do, unqualifiedly reeommend as of good character and morals. 

\s a matter of fact, during Mrs. Crittenden’s first pregnancy, my wife, Mrs. 
Milliken, prior to the arrival of Mrs. Parselles, spent much of her time helping 


take care of Mrs. Crittenden. Since the arrival of Mrs. Parselles, some vear and 
a half ago, it has been evident that she is a source of considerable strength and 
encouragement to her daughter. Mrs. Crittenden is presently pregnant and does 


not appear to have completely regained the strength that she had before the 
severe illness she suffered in her first pregnancy. 
I feel that if Mrs. Parselles is compelled to leave that her daughter, as well as 


herself, will suffer considerable unhappiness. I know that it is Mrs. Parselles’ 
wish to remain with her daughter and that it is Mr. and Mrs. Crittenden’s desire 
that she remain with them. I am eonvineced the Crittenden home is a well- 


integrated American home of which Mrs. Parselles is a very important part. 
Yours very truly, 
J. G. MILKEN, Superintendent of Planning. 





EXHIBIT 6 


UNIVERSITY OF CALIFORNIA, 
CoLLece or PHARMACY, 
San Francisco, Calif., February 4, 1949. 
Hon. Jonn J. ALLEN, Jr., 
House of Representatives, Washington, D. C. 

Dear Srr: Mr. Rupert Crittenden has informed me that vou are submitting to 
Congress a bill for the relief of his mother-in-law, Mrs. Vasilia Parselles. In an 
attempt to support vour efforts, | should like both to speak in behalf of Mrs. 
Parselles and to present the viewpoint that all concerned would be greatly benefited 
were it made possible for Mrs. Parselles to remain in this country. 

I first met Mrs. Parselles in October of 1917 when she arrived from Australia to 
live with her daughter and son-in-law in the residence adjoining ours. We have 
lived as neighbors for the past 16 months. During this period, I have seen Mrs. 
Parselles almost daily and have come to know her and the Crittenden family 
considerably better than is usual among neighbors. 

Mrs. Parselles, now in her middle vears, is a kind and tolerant person who reflects 
the results of having lived in a cultured environment. She is an able and industri- 
ous person who having reared her own family is busily engaged in giving Mr. 
and Mis. Crittenden a much-needed helping hand. She is » woman of high 
Christian principles. There can be no doubt that Mrs. Parselles possesses the 
character and industry deisrable in one seeking to stav in this country. 

There also can be no doubt that Mrs. Parselles would make an excellent citizen 
of the United States. She shows a lively interest in both community and national 
affairs. Having spent many years of her life in Australia, a country with customs 
much like our own, she has alreadv become thoroughly Americanized. I know she 
is eager to complete the Americanization process and become a citizen. 

In addition to the above reasons, I believe there is additional and possibly a 
more urgent reason why Mrs. Parselles should be permitted to remain in this 
country. Mrs. Parselles came to this country at a time when her daughter was 
undergoing her first pregnancy. The pregnancy proved to be very difficult for 
Mrs. Crittenden. In fact, she had to return to the hospital during her first month 
at home after delivery. She was in no position to care for the child for some 
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months. Of course, Mrs. Parselles was at hand to take over all necessary duties. 
At this writing, the first child is less than a year old and Mrs. Crittenden is going 
through a second pregnancy which may prove to be as stormy as the first. It 
appears to me that the presence of Mrs. Parselles is essential for many months to 
come. 

I sincerely hope that these few remarks may be of some benefit in aiding Mrs. 
Parselles to remain in this country. 

Sincerely yours, 
JOHN J. Erier, Ph. D., 


Associate Prote ssor of 3206 he mistry. 





ExnHipBit 7 


ENSHER, ALEXANDER & Barsoom, INc., 
Sacramento, Calif., February 18, 1949. 
In re Mrs. Vasilia Parselles. 
Congressman JOHN J. ALLEN, Jr., 
House of Re prese ntatives, Wash ington, dD. cc 


DrarR CONGRESSMAN ALLEN: The writer of this letter has been informed that 
there is a bill pending before the House of Representatives entitled “A bill for the 
relief of Mrs. Vasilia Parselles’’; said bill I understand is designed to give Mrs 
Parselles permanent residence in the United States. I hope that I am not burde1 
ing you needlessly with a letter and that I am correct in assuming that vou are 
interested in receiving letters from those persons who know Mrs. Parselles and 
are familiar with the fine qualities she possesses which make her worthy of the con- 
sideration being shown her. 

I have known Rupert Crittenden, Mrs. Parselles’ son-in-law, for many years 
and met Mrs. Parselles on her arrival from Australia in 1947; and since her arrival 
I have had the opportunity of seeing Mrs. Parselles at both the Crittenden 
residence and our home on many, many occasions and have come to know her 
well. 

Without question she is a person of high character and the type of individual 
who is a credit to the community in which she resides. 

After much suffering in Australia during the war years and further experiencing 
the grief of losing her husband, Mrs. Parselles came to America and was united 
with her daughter and her family. Since her arrival she has become an integral 
part of the Crittenden household; and has contributed to the moral and physical 
welfare of Mrs. Crittenden who was in ill health at the time Mrs. Parselles ar- 
rived in this country. 

Mrs. Parselles hasn’t a home in Australia, she is extremely happy 
great deal of love and affection exists in the Crittenden household 


here, and a 


MA. 

Mrs. Farselles has the highest regard for our country and our way of life and 
has comfort and security in the Crittenden home and likewise the Crittendens 
experience happiness and pleasure by her presence in the home. 

To require Mrs. Parselles to leave the country at this time would cause only 
sorrow and heartbreak to herself and her loved ones here; it would mean disrupting 
the family with the attending pain and grief experienced by those concerned 

[ feel so certain that those who know Mrs. Parselles feel that she is worthy in 
every sense of the word of the consideration being shown her and of the relief 
which will be given her with the passage of the pending bill. 

I appreciate the privilege of writing to you on this matter and again express 
the hope that I am not burdening you needlessly with this letter 

I sincerely hope this bill be passed and as a friend of Mr. Crittenden and his 
family thank vou for the consideration you are giving their problem. 

Very respectfully yours, 


Evuiorr FE. ALEXANDER. 





Exuisir 8 


Drasy, CRITTENDEN, Dopce & ALEXANDER, 

Oakland, Calif., February 8, 1949. 

The Honorable Jonn J. ALLEN, Jr., 
House of Representatives, Washington, D. C. 


DEAR Mr. ALLEN: T am one of Mr. Crittenden’s law partners in the practice 


til 


of law in Oakland, Calif., and I have been associated with him continuously since 
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his marriage. I have visited his home on many occasions socially and by reason 
of the fact that his wife on occasion is ill. Since the birth of her first child, she 
has been in a weakened condition and it would be very difficult, if not impossible, 
for her to maintain a household without some outside assistance. In addition to 
that, she needs the care and attention and comfort of her mother. 

Mrs. Crittenden’s mother has become a definite part of the Crittenden family 
and she feels that her closest ties are now her daughter and grandchild. The 
home that is maintained in San Francisco is a neat, immaculate comparatively 
a dwelling and is a fit and proper place for a person of any station in life to 
ive. 

I feel that with our law practice, which is developing and which is of substantial 
size now, that Mr. Crittenden can adequately provide a home for his wife, his 
child and his expected child and his mother-in-law and I have every indication, in 
fact I know of my own knowledge, that it is his evident intention to do so. 

I can unqualifiedly recommend Mrs. Parselles as a desirable type of person to 
be accorded the privilege of remaining in the United States and I feel that, all 
things being considered, it is highly desirable both from the health standpoint 
and from the standpoint of the general welfare of the entire family as well as 
Mrs. Parselles individually, that she be permitted to remain here. 

Very truly yours, 


JoserH R. Deasy. 





Exuisit 9 


BERKELEY, Cauir., February 8, 1949. 
The Honorable Joun J. ALLEN, Jr., 


House of Representatives, Washington, D. C. 


Dear Mr. AuLEN: Mr. Rupert G. Crittenden has informed me that he has 
made an application to you for relief in the case of his wife’s mother, Mrs. Vasilia 
Parselle. 

I have been a friend of Mr. Crittenden and his family, including Mrs. Parselles, 
for some time, and it may be possible that my knowledge of the situation will 
help vou. 

Mrs. Crittenden is expecting the birth of second child and is at the present 
time in rather frail health. Her mother, naturally, is a great aid and comfort to 
her now and is sure to continue to be for some time to come. 

Since her arrival from Australia, Mrs. Parselles has become an integral part of 
the Crittenden family, which is a family bound by close ties of affection,fand I 
can easily appreciate that all of the family is concerned by the possibility of a 
forced separation. Mrs. Parselles seems to have lost her feeling for any ties which 
might bind her to Australia and has come to feel that her place is here with her 
daughter and granddaughter. 

Mr. Crittenden is a highly successful member of the bar of this State, and his 
friends are substantial citizens and respected people in the community. 

I feel no hesitation in recommending that every possible step be taken to pre- 
serve this family group so that the fact of Mrs. Parsélles’ foreign birth will not 
work a hardship on her or her family. 

Very truly vours, 
Gorpon K. WI LuiAMs. 





ExuisitT 10 


Marcu 30, 1951. 
Hon. Joun J. ALLEN, Jr., 


House Office Building, Washington, D. C. 


Dear Joun: I have experienced considerable difficulty getting the medical re- 
port to you due to the fact that Dr. Rustad who was forwarding the report has 
been out of town and I have been out of town a great deal of the time on a trial 
in another county. 

Mrs. Crittenden is still suffering from the arthritic and nervous condition which 
originally was the cause of our requesting the private bill as 1 believe Dr. Rustad’s 
report will show. The necessity which prompted us originally to request a pri- 
vate bill still exists and I feel now that the children in addition have become so 
attached to Mrs. Parselles, due to her constant care, that it would work an in- 
jury on them individually as well as a dire situation with reference to their care 
if she is required to leave the country. At the time this bill was originally pre- 
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sented Mrs. Parselles had four daughters living in Australia, which the Justice 
Department report showed. Since that time, however, circumstances have 
changed to the extent that one of the daughters is no longer in Australia'and the 
other expects to leave with her husband in the immediate future. This daughter 
has recently married and her husband is engaged in engineering which takes him 
to various parts of the world, so that there will be only the two daughters remain- 
ing in Australia, neither of whom feels that she is in a position to take care of 
Mrs. Parselles, whereas my family not only desires to do so but is badly in need 
of her presence. It is my feeling that, inasmuch as the presence of Mrs. Parselles 
is necessary to the health and welfare of two American babies, aged 3 years and 
20 months, respectively, as well as the wife of an American citizen and she can- 
not become a public charge, and due to the peculiar circumstances of interna- 
tional law with reference to immigration quotas being controlled by the Govern- 
ment temporarily existing at the place of birth which places Mrs. Parselles in a 
position of coming under the Turkish quota due to the accident of her Greek 
birthplace being under Turkish rule at the time, the unusual procedure of a pri- 
vate bill is required to advance the welfare of American citizens and alleviate a 
situation which cannot be handled in a normal course of the American immigra- 


tion laws. I hope that the bill will receive favorable consideration due to the 


justice of it and the hardship and unhappiness, if not actual illness or increasing 
illness, if it is not. 
Thank you for your courtesy. 
Very truly yours, 
RvupeERT CRITTENDEN. 
The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (H. R. 1233) should be enacted, 


O 
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SYLVIO LATINO 


JULY 9 (legislative day, JUNE 27), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 1691] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 1691) for the relief of Sylvio Latino, having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill do pass. 

PURPOSE 


The purpose of the proposed legislation is to pay the ~ of $200 to 
Sylvio Latino of Worcester, Mass., in full settlement of all claims 
against the United States on account of personal injuries sustained 
by him on F ebruary 28, 1944, when the United States Army vehicle in 
which he was riding was involved in an accident near the intersection 
of Prospect Street and Eastern Avenue in Worcester, Mass 


STATEMENT 


On February 28, 1944, an Army truck operated by an enlisted man 
on official business was en route from Bradley Field, Conn., to Mil- 
ford, Mass. While traveling through the city of Worcester, Mass., 
the Army driver lost his way and he inquired of several persons 
concerning the proper route but he was unable to obtain the proper 
directions from any of them. Finally the Army driver came upon 
Sylvio Latino, a boy of 15 vears of age, who offered to show the Army 
driver how to get onto the proper road. The Army driver took the 
bov into the truck and while proceeding toward the proper route, the 
Army vehicle skidded on a sharp turn in the road, struck the curb, 
and turned over, throwing Sylvio Latino, who was riding in the back 
seat, onto the ground. After the accident Latino was taken to the 
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hospital where he was discharged within a short period of time. 
An examination conducted the day following the accident by a 
Worcester physician disclosed a contusion of the right chest, sprained 
muscles of the back, and a fractured finger. 

The Department of the Army in a report on a similar bill introduced 
in the Eighty-first Congress concedes that the accident was caused 
solely by the negligence of the driver of the Army vehicle, and it is 
the recommendation of that Department that the claimant be com- 
pensated in a reasonable amount. The Department considered the 
award provided for in this bill fair and liberal. 

Inasmuch as this claimant was injured as the result of the negligence 
of the driver of an Army vehicle, it is the belief of the committee that 
he should receive compensation for this personal injuries. The 
Department of the Army recommended, and the House of Representa- 
tives approved, an award of $200 to this claimant for his personal 
injuries and the pain and suffering to which he was subjected. The 
committee is willing to accept the recommendation of the Department 
of the Army and the House of Representatives in that regard. Con- 
sequently, it is the recommendation of the committee that this bill 
be favorably considered. 

Attached to and made a part of this report is the report of the 
Department of the Army on a similar bill introduced in the Eighty- 
first Congress. 


DEPARTMENT OF THE ARMY, 
Washington 25, D. C., September 7, 1950. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives. 

Dear Mr. CevLter: The Department of the Army would have no objection to 
the enactment of H. R. 8806, Kighty-first Congress, a bill for the relief of Sylvio 
Latino, if it should be amended as hereinafter recommended. 

This bill provides as follows: ‘‘That the Secretary of the Treasury is authorized 
and directed to pay, out of any money in the Treasury not otherwise appropriated, 
to Sylvio Latino, Worcester, Massachusetts, the sum of $5,000. The payment of 
such sum shall be in full settlement of all claims of the said Syilvio Latino against 
the United States on account of personal injuries sustained by him on February 28, 
1944, when the United States Army vehicle in which he was riding was involved 
in an accident near the intersection of Prospect Street and Eastern Avenue in 
Worcester, Massachusetts.” 

The records of the Department of the Army show that on the afternoon of 
Febrvary 28, 1944, an Army truck, operated by an enlisted man on official busi- 
ness, Was en route from Bradley Field, Conn., to Milford, Mass. While traveling 
t rough the city of Worcester, Mass, the Army driver lost his way and he inquired 
of several persons as to how to get onto the proper route, but he was unable to 
obtain from any of them the proper directions. Finally the Army driver came 
upon Svlvio Latino, the 15-year-old son of Carlo Latino, 28 Channing Street, 
Worcester, who offered to show the Army driver how to get onto the proper road. 

The Army driver had the boy get into the truck and direct him to the proper 
highway. After proceeding a short distance, and while traveling at a speed of 
about 25 miles per hour in a northerly direction on Prospect Avenue near its 
intersection with Eastern Avenue, the Army vehicle skidded on a sharp turn in the 
road and struck the eurb and turned over, throwing young Latino, who was riding 
in the back seat, out onto the ground. The accident occurred at about 2:30 p. m. 
Svivio Latino was taken from the scene of the accident to the accident room of the 
Worcester City Hespital where he was examined. As the injuries received by 
him did rot re uire his hospitalization he was discharged at 3:20 p. m. on the 
same daie 
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An abstract of the clinical records of the Worcester City Hospital concerning 
Svlivio Latino, dated March 2, 1944, reads as follows: 

“Silvio Latino, age 15, 28 Channing Street, Worcester, Mass. 

“Admitted to the accident room on February 28, 1944, at 2:50 p. m. 

‘Brought to hospital by ambulance. Referred by Dr. Cassello. 

“Diagnosis: Contusion of right leg, right forearm. 

“History: Patient states that he was passenger in a jeep driven by Corp. 
Francis Buckley of Bradley Field, Conn., when car tipped over at corner of 
Eastern Avenue and Prospect Street and hit a hole. Patient has contusions of 
right leg and right arm. 

‘Physical examination: Contusions right leg, right arm. 

“Treatment: No treatment. 

“Discharged on February 28, 1944 at 3:20 p. m. Referred to local medical 
doctor.”’ 

On April 15, 1944, Dr. Carlo P. Benaglia, 80 Shrewsbury Street, Worcester, 
submitted the following statement concerning Sylvio Latino: 

“This is to certify that I have examined and treated Silvio Latino of 28 Channing 
Street, Worcester, on February 29, 1944, at his home. 

“Diagnosis: Contusion of the right chest, sprain muscles of back, fracture 
terminal phalald ring finger, ring [right] hand. He was in bed for a period of 
2 weeks. 

‘Treatment consisted of rest in bed, strapping of chest, and splint applied to 
finger. He was totally disabled until April 1, 1944. At present time there is a 
slight flexion deformity of the tip of the ring finger of the right hand.” 

On July 30, 1950, Sylvio Latino (now 22 years of age) was given a thorough 
physical examination at Fort Devens, Mass. The report of such examination 
bearing the same date and signed by Capt. Robert H. Babineau, Medical Corps, 
United States Army, shows that Mr. Latino is now 5 feet 834 inches tall, weighs 
151 pounds, and is in good physical conditions. Under the heading ‘‘Remarks, 
Summary of Pertinent and Interval History, Summary of Defects, Diagnosis,”’ 
the report contains the following statement: 

‘Right ring finger fractured while riding in jeep. Has normal range of motion 
in alli. p. [lst phalangeal] and m. p. [middle phalangeal] joints. Only pain during 
cold weather. 

“X-ray of right hand: Examination of the right hand fails to reveal any sig- 
nificant bone or cartilage abnormality. There is no evidence of a recent or old 
fracture of any bones. Examination of the pelvis, including both hips, fails to 
reveal any significant bone or joint abnormality and no evidence of a recent or 
old fracture.” 

Inasmuch as Sylvio Latino was only 15 years of age and unemployed at the 
time of the accident of February 28, 1944, he sustained no loss of earnings because 
of his injury. On April 11, 1944, Carlo Latino filed a claim with the War Depart- 
ment (now Department of the Army) in the amount of $44.50 for the losses sus- 
tained by him as a result of this accident ($33.50 for medical and hospital expenses 
incurred for the treatment of Sylvio Latino; and $11 for the damage caused to 
the latter’s clothing). The claim was approved by War Department in the 
amount claimed on November 18, 1944, under the provisions of the Act of July 
3, 1943 (57 Stat. 372; 31 U.S. C. 223b), which authorized the payment of a claim 
for property damage and medical and hospital expenses arising out of personal 
injury caused by the negligence of a soldier or civilian employee of the Army 
while acting within the scope of his employment, and the claim was paid on 
January 9, 1945. 

As the evidence in this case establishes that this accident and the resulting 
injury of Svlvio Latino were caused solely by the negligence of the driver of the 
Army truck involved in the accident in operating his vehicle at an excessive speed 
under the conditions then existing, it is the view of the Department of the Army 
that the claimant should be compensated in a reasonable amount for the personal 
injuries sustained and the pain and suffering undergone by him. The evidence 
shows that the claimant only sustained minor injuries in the accident, which have 
resulted in no permanent disability. The proposed award of $5,000 stated in 
H. R. 8806, therefore, is clearly excessive. It is the view of this Department that 
an appropriation for the relief of the claimant in the amount of $200 would con- 
stitute a fair and liberal award. The Department, therefore, would have no 
objection to the enactment of this bill if it should be amended to provide for an 
award to the claimant in the amount of $200. 
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The claimant has no remedy under the Federal Tort Claims Act (60 Stat. 843; 


28 U.S. C. 931), as revised and codified by the act of June 25, 1948 (62 Stat. 933; 
28 U. S. C. 1346 (b)), and as amended by the act of April 25, 1949 (Public Law 
55, 8ist Cong.), for the reason that the accident in which he was injured occurred 
prior to January 1, 1945 (the effective date of the Federal Tort Claims Act). 
There is no other statute under which the claimant may be compensated on 
account of his injury. 
The Bureau of the Budget advises that there is no objection to the submission 
of this report. 
Sincerely yours, 
FRANK Pace, Jr., 
Secretary of the Army, 


O 
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SANAE IIDA 


JULY 9 (legislative day, JUNE 27), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 1973] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 1973) for the relief of Sanae lida, having considered the same, 
reports favorably thereon without amendment and recommends that 
the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to remove the racial barrier to the admis- 
sion into the United States of the Japanese fiancée of a citizen of the 
United States upon her marriage to said citizen before 3 months 
following the enactment of this act. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 23-year-old native and citizen of 
Japan and the fiancée of Douglas F. Reeves, a civilian employee of 
the United States Government in Tokyo, Japan. Mr. Reeves was 
born in Salt Lake City, Utah, on December 20, 1907, and is a citizen 
of the United States. 

A letter dated April 3, 1951, to the chairman of the Committee on 
the Judiciary of the House of Representatives from the Deputy 
Attorney General with reference to the case reads as follows: 

ApRIL 3, 1951. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 
My Dear Mr. Cuarrman: This is in response to your request for the views of 


the Department of Justice relative to the bill (H. R. 9173) for the relief of Sanae 
lida, an alien. 


The bill would provide that the provisions of section 13 (c) of the Immigration 
Act of 1924, as amended, shall not apply to Sanae lida, the Japanese fiancée of 
Douglas F. Reeves, a citizen of the United States. It would further provide that 
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Miss lida shall be eligible for a nonquota immigration visa if she is otherwise ad- 
missible under the immigration laws and if she is married to Mr. Reeves within 
90 days after its enactment. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Miss lida is a native and citizen of Japan of the Japanese race, who 
was born in Tokyo, Japan, on September 2, 1927. She is the fiancée of Mr. 
Douglas Frederick Reeves, a civilian employee of the United States Government 
in Tokyo, Japan. Mr. Reeves was born in Salt Lake City, Utah, on December 20, 
1907, and is presently employed as budget officer and special assistant to Con- 
troller, Economic and Scientific Section, General Headquarters, Supreme Com- 
mander for the Allied Powers. According to Mr. Floyd Whittington, who knew 
Miss lida and Mr. Reeves in Tokyo, Miss lida speaks the English language well 
and has been employed as secretary to a bank official in Tokyo. The record indi- 
cates that she graduated from a girls’ high school in Tokyo and that she attended 
the Japanese-American Conversation Institute for 15 months. 

Miss lida, being of the Japanese race, is ineligible to citizenship under section 
303 of the Nationality Act of 1940 and is therefore inadmissible to the United 
States under section 13 (c) of the Immigration Act of 1924. In the absence of 
general or special legislation she will not be eligible to enter the United States 
for permanent residence. It is the view of the Department of Justice, however, 
that the question of revoking the racial restrictions on immigration is one which 
should be resolved by general legislation rather than by special legislation in 
individual cases. 

Accordingly, this Department is unable to recommend enactment of the 
measure. 

Yours sincerely, 
PEYTON Forpb, 
Deputy Attorney General. 


The files of the Committee on the Judiciary of the House of Repre- 
sentatives contaim the following letter in connection with the bill: 


Toxyo, Japan, April 20, 1951. 

Mr. Wavrer M. BestTerRMan: 
Legislative Assistar t, Committee on the Judicia A 
House of Re presentatives, Wasi ington a >. C, 

Drar Mr. BesterMAN: Thank you for your letter of November 14, 1950, 
regarding mv earlier correspondence addressed to you relative to private legisla- 
tion to permit my Japanese fiancée to enter the United States as a nonquota 
immigrant with me when I returned there. In light of the serious matters cur- 
rently before the Congress I have delayed writing again as long as seemed ex- 
pedient. 

The private bill regarding which I wrote you was introduced into the House of 
Representatives by Congressman Jackson of California on January 23 of this 
year I understand that the Department of Justice reported favorably to your 
committee on April 5, and that final action will be taken in the near future. 

[ am writing vou now, Mr. Besterman, with a sincere request you do all 
possil le to expt dite action on this bill, identified as H. R. 1973 Recent events 
here in Tokyo have resulted in a number of significant changes, and although I 
have held a responsible administrative position (civilian) with the Scientific and 
Economic Section of the Headquarters for the past 4+ years, I feel it imperative 
that I be in a position to return to the States within the very near future. Natur- 
ally, I wish to get married first and bring, Miss lida, my present fiancée, with me 
when I move on to my next assignment. Because of this situation, each week 
of delay adds to my concern, and I am forced now to ask for your personal assist- 
ance. 

Please understand that I hone stly desire to avoid any imposition on your good- 
will and time, but this matter is genuinely serious for me now. Your considera- 
tion will be most appreciated. 

Sincerely, 
Dovuctas F. REEVEs. 

Congressman Donald L. Jackson, the author of the bill, appeared 
before a subcommittee of the Committee on the Judiciary of the 
House of Representatives in support of the bill. 

i : : by ; ‘ : 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (H. R. 1973) should be enacted. 


O 
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McCarran, from the Committee on the Judiciary, submitted 
the following 


EPORT 
[To accompany H. R. 2064] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 2064) for the relief of Dr. [hor Seveenko, having oie 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Dr. lhor Sevcenko. The bill provides for an 
appropriate quota deduction and for the payment of the required 
visa fee and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill was born in Radosc, Poland, on February 
10, 1922, and is presently stateless. He last entered the United States 
as a student on October 25, 1949. Following some research work 
at the Dumbarton Oaks Research Uibrary and Collection, Washington, 
D.C., he became a lecturer at the University of California in Berkeley, 
where he is presently employed. 

A letter dated December 20, 1950, to the chairman of the Committee 
on the Judiciary of the House of Representatives with reference to 
H. R. 9350, which was a bill introduced in the Eighty-first Congress 
for the relief of the same alien reads as follows: 
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DECEMBER 20, 1950. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuarrMan: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 9350) for the relief of Thor 
Sevcenko, an alien. 

The bill would direct the Attorney General to record the lawful admission for 
permanent residence of [hor Sevcenko who entered the United States on October 
25, 1949, at New York, upon payment of the required visa fee and head tax. It 
would also direct the Secretary of State to instruct the quota-control officer to 
deduct one number from the quota for Poland for the first year that such quota 
number is available. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the alien is stateless and was born on February 10, 1922, in Radose, 
Poland. He was last admitted to this country at the port of New York, on Octo- 
ber 25, 1949, as a student for a period of 1 year under section 4 (e) of the Immigra- 
tion Act of 1924. The alien stated that he took the citizenship of his parents who 
were born in eastern Ukrania. It appears that Mr. Sevcenko resided in Poland 
until 1945, then in Munich, Germany, where he was employed by UNRRA, and 
in Belgium where he attended school from December 1946 to October 1949. The 
record indicates that the alien was married in Prague, Czechoslovakia, in April 
1945 and that his wife is presently residing in Brussels, Belgium, They have no 
children and have no relatives in the United States. 

The files further reveal that since his arrival in this country the alien has been 
doing research work at the Dumbarton Oaks Research Library and Collection, 
Washington, D.C. It appears that the fellowship terminated on October 1, 1950. 

The quota for Poland, to which the alien is chargeable, is oversubscribed and 
an immigration visa is not readily obtainable. The record presents no facts 
which would justify granting him a preference over the many aliens abroad who 
are awaiting their turn for the issuance of immigration visas. Furthermore, the 
enactment of this bill would encourage others to enter the United States as 
students, remain here, and then attempt to adjust their status to that of perma- 
nent residence. 

Accordingly, the Department of Justice is unable to recommend enactment of 
this bill. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General. 

Congressman John J. Allen, the author of the bill, appeared before 
a subcommittee of the Committee on the Judiciary of the House of 
Representatives and submitted the following information in con- 
nection with the bill: 


STATEMENT OF Hon. Jonun J. ALLEN, JR., IN Support or H. R. 2064 For THE 
RELIEF OF Dr. lHOR SEVCENKO 


Mr. Chairman, H. R. 2064, for the relief of Dr. Thor Sevcenko, would permit 
him to remain in the United States as a permanent resident. He entered on 
October 25, 1949, as a student. 

After his arrival, Dr. Sevcenko did research work at the Dumbarton Oaks 
Research Library and Collection, Washington, D. C., and is now a lecturer at 
the University of California in Berkeley. 

He was born in Poland on February 10, 1922, took the citizenship of his eastern 
Ukranian parents and is now stateless. His record since his arrival in the United 
States is such as to indicate that he would make a highly desirable citizen. There 
are attached hereto, as a part of this statement, copies of letters from the following 
persons: 

Dr. J. J. Van Nostrand, chairman, department of history, University of 
California. 

Herbert M. Evans, director, Institute of Experimental Biology, University 
of California. 

Walter W. Horn, acting chairman, art department, University of California. 
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It is, therefore, respectfully recommended to your committee that Dr. Sevcenko 
is a desirable alien whose continued residence in the United States would be 
beneficial, and I request that H. R. 2064 be given favorable consideration. 

Respectfully submitted. 

JOHN J. ALLEN, Jr. 


JANUARY 18, 1951. 
To Whom It May Concern: 

‘Lhis is to certify that Dr. Lhor Sevcenko holds a lectureship in the department 
of history of the University of California at Berkeley for the academic year 1950-51 
at a salary of $3,900 per annum. 

J. J. VAN NOSTRAND, 
Chairman, Department of History, University of California. 





JANUARY 18, 1951. 
COMMITTEE ON THE JUDICIARY, 
House of Representatives, Washington, D. C. 

GENTLEMEN: It is my privilege to indicate that Dr. Lhor Sevcenko has served 
the department of history with great success. He has lectured to undergraduates 
to our satisfaction and has been particularly valuable in his guidance of graduate 
students enrolled with him. I enclose copies of two letters which indicate that his 
value to the university reaches beyond the confines of the department of history. 
My own observation and that of others gives me confidence in predicting a suc- 
cessful academic career for Dr. Seveenko in this country. 

Sincerely yours, 
J. J. VAN NOSTRAND, 
Chairmen, Department of History, University of California. 


INSTITUTE OF EXPERIMENTAL BIOLoGy, 
Bi rkele /, December 16, 1950. 
Prof. Joun J. VAN NostRanp, 
Chairman, Department of History, 
University of California, Berkeley, Calif. 

Dear PROFESSOR VAN NostRANp: I have taken an interest in the scholarly 
competence of Dr. Thor Sevcenko of your staff—chiefly because of his interest 
in the history of science and in this instance in Byzantine science. Dr. Sev- 
cenko has made a similar impression on Prof. Walter W. Horn of the department 
of art, on Prof. Peter 8. Boodberg of oriental languages, Leonardo Olschki of the 
same department, and, I know, on others. I have, I assure you, rather complete 
humility in the matter of venturing an opinion of the worth of any scholar in our 
faculty when, as in the present instance, his field is far from my own. Should 
you historians share this esteem of Sevcenko and seek to attract him to a more 
permanent post with us, it may perhaps not go asmiss for others of us to have told 
you of our respect for him. 

With sincere regard and I trust you realize, no faintest attempt at intrusion. 

Sincerely yours, 
HERBERT M. Evans, Direcio 


JANUARY 17, 1951. 
Prof. Joun J. VAN NostTRAND, 
Chairman, History Department, Campus. 

DrAR PROFESSOR VAN NostrRANb: Mr. Thor Seveenko’s training and scholarly 
qualifications are first rate and tower high above the usual. I can safely and 
unhesitatingly state that he is the most brilliant man of his age group I have ever 
known in any of the humanities. His students, and with particular emphasis the 
more advanced and mature students, speak of him with unqualified admiration. 
Their opinion is shared by an amazing number of his colleagues whose fields border 
upon or overlap his area of specialization and who have become acquainted 
with him through social conversations and professional discussions 

Mr. Seveenko has two doctor of philosophy degrees, one from the University 
of Prague and one from the University of Louvain and Brussels He is, as you 
know, equally well trained in classical philology and in history, and his interests 
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fan into the fields of art and archeology. He could lecture with equal success and 
competence in both the fields of ancient and Byzantine history. 

Sevcenko’s knowledge of languages borders on the unbelievable. Aside from 
his three native languages, Ukrainian, Russian, and Polish, he speaks fluently, and 
in some cases with a total absence of accent, German, French, Italian, modern 
Greek, and Czech. He reads all of the Balkan languages, and he has an excellent 
command of English. 

The fact that he has been asked by the editors of the Cambridge Ancient History 
to write the chapter on Byzantine science in the volume on Byzantium makes 
unnecessary any further remarks as to his scholarly qualifications. It was perhaps 
an equally great honor when he was chosen a junior fellow at Dumbarton Oaks, 
the greatest American center of Byzantine studies. 

Sevcenko’s present duties at the University of California are his first experience 
in teaching. Asa newcomer, he still shares, of course, with many good beginners 
the usual difficulties of initial teaching, going sometimes too fast, and using 
sometimes too much matter. His students, however, stress that even there he 
has shown amazing ability for adjustment during his first semester. Student 
reports on his graduate seminar work are of unanimous and unhesitating praise. 

\s one whose fields of interest border so closely on those of Mr. Sevcenko, 
I should like to express the hope that the university will be able to extend Mr. 
Sevcenko’s appointment beyond this academic year. The teaching of the history 
of classical, early Christian, and Byzantine art requires the support of a historian 
in these fields. These subjects are drawing more and more together and the 
most vital discoveries (oday sre made in sreas of intersection and overlapping. 

I have rarely written a letter of recommendation with such unqualified praise. 

Yours most sincerely. 
WatrerR W. Horn, 
Acting Chairman, Art Department, 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (H. R. 2064) should be enacted. 


i 
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Mr. McCarran. from the Committee on the Judiciary, submitted 


the follow Ine 


REPORT 
[To accompany H. R. 2170] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 2170) for the relief of Mrs. Johanna Maria Lummer Valentine, 
having considered the same, reports favorably thereon without amend- 
ment and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to waive the excluding provisions of 
existing law relating to the commission of a crime involving moral 
turpitude in behalf of Mrs. Johanna Maria Lummer Valentine, who is 


the wife of an American citizen. 
STATEMENT OF FACTS 


The beneficiary of the bill is married to Tech. Sgt. Carl Valentine, 
a citizen of the United States, and has been refused a visa because in 
1947 she was convicted at Frankfurt-on-the-Main of pe tv larceny 
and sentenced to 6 weeks’ imprisonment. 

A letter dated February 23, 1951, to the chairman of the C 
mittee on tye Judiciary of the House of Representatives from 
Acting Clief of the Visa Division, Department of State, with refe: 
to the case reads as follows: 

DEPARTMEN 
Washinaton. | 
Hon. EMANUEL CELLER, ' 
Chairman, Committee on the Judiciary, 
Hlouse o Rep esentali 

My Dear Mr. CeL__er: Reference is made to vour letter of Febr 

and its enclosure, wherein vou requested the views of this Departn 
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the enactment of H. R. 2170, a bill for the relief of Mrs. Johanna Maria Lummer 
Valentine, and to the Department’s interim reply thereto of February 13, 1951. 

The Department’s records indicate that the American Consulate General at 
Frankfort-on-the-Main, Germany, reported on December 13, 1950, that Mrs. 
Valentine was formally refused a nonquota immigration visa on August 11, 1950, 
as a person inadmissible into the United States under section 3 of the Immigration 
Act of February 5, 1917, as amended, in that she was convicted of the crime of 
simple larceny on January 18, 1947, by the district court at Frankfort-on-the- 
Main, and served a sentence of 6 weeks’ imprisonment. 

As you know, section 3 of the Immigration Act of February 5, 1917, as amended, 
excludes from admission into the United States persons who have been convicted 
of, or who admit having committed, an offense involving moral turpitude. 

Larceny, also known as stealing or theft, has been held to constitute an offense 
involving moral turpitude within the meaning of the moral turpitude clause of 
section 3 of the above-cited act. : 

In view of this fact, and as section 2 (f) of the Immigration Act of 1924, a 
amended, precludes the issuance of an immigration visa to an alien who the con- 
sular officer knows, or has reason to believe, is inadmissible under the immigration 
laws, the consular officer to whom Mrs. Valentine applied for an immigration visa 
had no alternative but to withhold the issuance of a visa to her. 

In the circumstances, and in the light of the foregoing information, the question 
of the enactment of the proposed bill appears to be a matter for legislative deter- 
mination, concerning which the Department prefers not to express an opinion. 

Sincerely yours, 
Exvior B. Cou.ter, 
Acting Chief, Visa Division 
(For the Secretary of State). 


Congressman Wayne L. Hays, the author of the bill, appeared before 
a subcommittee of the Committee on the Judiciary of the House of 
Representatives and submitted the following information in connection 
with the bill: 

Hovusr or REPRESENTATIVES, 
Washington, D. C., April 2, 1951. 
Hon. Francis E. WALTER, a9 
Chairman, Subcommittee No. 1, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


Dear Mr. CHAIRMAN: With reference to H. R. 2170, which I introduced on 
January 29, 1951, for the relief of Mrs. Johanna Maria Lummer Valentine, I am 
filing herewith two papers, as follows: 

Letter dated March 12, 1951, from Mr. H. J. L’ Heureux, Chief, Visa Division, 
Department of State, relative to Mrs. Valentine’s conviction of the crime of 
simple larceny; : ; 

Sworn statement dated March 26, 1951, by Tech. Sgt. Carl Valentine, husband 

Mrs. Valentine, relative to the circumstances in the case. 

I take this occasion to express my own strong personal interest in Mrs. Valen- 
tine’s admission to the United States at the earliest possible date. 

I would appreciate very much the subcommittee’s prompt consideration of 
H. R. 2170. 

With kind personal regards, I am 

Very sincerely vours, 
baits WaynE L. Hays, M. C, 


DEPARTMENT OF STATE, 
Washington, March 12, 1951. 
fon. WayNE L. Hays, e 
House of Re presentatives. 

My Dear Mr. Hays: Reference is made to telephone conversations on March 
7, 1951, between Miss Lonergan, of your office, and members of the Visa Division, 
wherein it was requested that vour office be furnished detailed information con- 
cerning the case of Mrs. Johanna M. L. Valentine, beneficiary of H. R. 2170, 
EKighty-second Congress, first session, who was refused an immigration visa by 
the responsible American consular officer at Frankfort-on-the-Main, Germany, 
because of her conviction of the crime of simple larceny. 

Pursuant to vour request, vou are informed that information available to the 
Department shows the record of the district court at Frankfort-on-the-Main, 
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Germany, to indicate that under her maiden name, Johanna Lummer, born 
December 21, 1927, at Marburg/Lahn, Germany, Mrs. Valentine was convicted 
of diebstahl (larceny) on January 18, 1947, and sentenced to serve 6 weeks’ 
imprisonment for violation of section 242 of the German Criminal Code, which 
reads as follows: 

“Whoever takes a movable thing which does not belong to him, from another, 
with the intention of unlawfully converting it, shall be punished for larceny by 
imprisonment. The attempt is punishable.”’ 

The above-mentioned court record further shows that the accused, who had 
no previous criminal record, confessed that while visiting the complaining witness 
she stole one coat and one dress belonging to the complaining witness with the 
intention of keeping the stolen articles, the accused giving as reasons therefor 
unemployment and her need for the garments. The court record also indicates 
that Mrs. Valentine subsequently served 6 weeks in prison. 

As a further interest, the responsible American consular officer at Frankfort- 
on-the-Main reported that as the German juvenile Court Act of November 6, 
1943, defines a juvenile as a ‘‘person who at the time of the commission of the 
offense is over 14, but not vet 18 years of age,’’ Mrs. Valentine was consequent! 
tried, convicted, and punished as an adult. 

Sincerely yours, 
H. J. L’HeEvReEvx, 


Chief, Visa Division 


. ADENA, Onto, March 26, 1951 
Hon. Wayne L. Hays, 
House Office Building, Washington, D. C. 

Dear Sir: This is my statement as to the facts as I understand them and the 
circumstances respecting my wife’s offense. 

As you know, immediately after the war clothes were searce in Germany 
During the fall of 1946 my wife was staying with her girl friend until she could find 
herself a room. At the time my wife had but one dress. So her girl friend to her 
(sic), she could have this dress to wear any time she wanted to. In the early part 
of November my wife found a room and took this dress with her thinking her gir! 
friend would understand, realizing she had only one other dress. 

Then the first part of January she was stopped by a policeman and her gir! 
friend, was taken to the police station where this girl accused my wife of stealing 
a dress. My wife admitted she had the dress and explained the cirsumstances 


So the police officer told her to return the dress and forget about it. As they left 
the police station another police officer called them back, and told this girl to go 
and get her dress and held my wife there until this girl got back with it. At the 


time my wife was wearing an American-made wrist watch, which was a gift from 
an American soldier, and this police officer said it being American-made she was 
not aloud (sie) to have it, for her to give it to him. 


She said it was her watch and she would not give it up. The police insisted 
that she give it up. Across the street was a military police station and ny wife 
insisted on going there and finding out if she could keep it or not At the militar, 


police station they were told there was nothing wrong with having an American 
watch as long as it was a gift. This girl returned to the police station with the 
dress. Then was told to leave and my wife was held in jail on the charge of theft 
and then was given a 6-week sentence which she served. 
It is my upmost (sic) desire that my wife and children be allowed to make 
there (sic) home here in the States with me. 
Tech. Sgt. CARL VALENTINE 


Witness: 
Mrs. Paut WrasE. 
HAMILTON WEASE. 
Sworn to before me a justice of the peace this this [sie] 26th day of March 1951 
as to the signatur [sic] of Tech. Sgt. Carl Valentine. 
[SEAL] H. F. Weasi 
Justice of the Pea 
My commission expires January 1, 1952. 
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Congressman Hays stressed the fact that the proper military author- 
ities approved of Sergeant Valentine’s marriage to the beneficiary of 
this bill, as witnessed by the following report of proceedings of Mar- 
riage Review Board: 


REPORT OF PROCEEDINGS OF MARRIAGE Review Boarp 


The Group Marriage Review Board, appointed by paragraph 6, S. O. No. 4 
headquarters, Sixty-first Maintenance and Supply Group, dated January 9, 1950, 
met at 0900 hours, June 5, 1950. 

Members present: Capt. Irving W. Haberle, Capt. Carl E. Vega, First Lt. 
John P Olson. 

\lembers absent: None. 

The Board met for the purpose of reviewing and making recommendations on 
the application for marriage of Staff Set. Carl Valentine, Sixty-first Maintenance 
Squadron, to Miss Johanna Maria Theresia Lummer, Frankfurt a/Main, Preun- 
gesheim, No. 3 Kreuzstrasse, Germany. 

Staff Sgt. Carl Valentine personally appeared before the Board 

Application and required inclosures submitted by Staff Sgt. Valentine were 
reviewed for completeness and information desired by the Board Airman was 
interviewed regarding his forthcoming marriage if approved. 

Recommendations: The Board recommends approval of above marriage. 

Invinc W. HABERLE, 
Captain, United States Air Force, President. 
CarRL Li, Vuea, 
Captain, United States Air Force, Member. 
Joun P. Oson, 
First Lieutenant, United States Air Force, Recorder. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (GH. R. 2170) should be enacted. 


O 
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JULY 9 (legislative day, JUNE 27), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 


the following 


REPORT 
[To accompany H. R. 2170] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 2170) for the relief of Mrs. Johanna Maria Lummer Valentine, 
having considered the same, reports favorably thereon without amend- 
ment and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to waive the ances provisions of 
existing law relating to the commission of a crime involving moral 
turpitude in behalf of Mrs. Johanna Maria ieee Valentine, who is 
the wife of an American citizen. 


STATEMENT OF FACTS 


The beneficiary of the bill is married to Tech. Sgt. Carl Valentine, 
a citizen of the United States, and has been refused a visa because in 
1947 she was convicted at Frankfurt-on-the-Main of petty larceny 
and sentenced to 6 weeks’ imprisonment. 

A letter dated February 23. 1951. to the chairman of the Com- 
mittee on idge Judiciary of the House of Representatives from the 
Acting Chief of the Visa Division, Department of State, with referen 
to the case reads as follows: 

DEPARTMENT OF STA‘ 
Washington. Februa 

Hon. EMANUEL CELLER, 


Chairman, Committee on the Judiciary, 
House of Revresentatives 


My Dear Mr. CeELLER: Reference is made to your letter of Februar 
and its enclosure, wherein vou requested the views of this Department ec 
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the enactment of H. R. 2170, a bill for the relief of Mrs. Johanna Maria Lummer 
Valentine, and to the Department’s interim reply thereto of February 13, 1951. 

The Department’s records indicate that the American Consulate General at 
Frankfort-on-the-Main, Germany, reported on December 13, 1950, that Mrs. 
Valentine was formally refused a nonquota immigration visa on August 11, 1950, 
as a person inadmissible into the United States under section 3 of the Immigration 
Act of February 5, 1917, as amended, in that she was convicted of the crime of 
simple larceny on January 18, 1947, by the district court at Frankfort-on-the- 
Main, and served a sentence of 6 weeks’ imprisonment. 

As you know, section 3 of the Immigration Act of February 5, 1917, as amended, 
excludes from admission into the United States persons who have been convicted 
of, or who admit having committed, an offense involving moral turpitude. 

Larceny, also known as stealing or theft, has been held to constitute an offense 
involving moral turpitude within the meaning of the moral turpitude clause of 
section 3 of the above-cited act. 

In view of this fact, and as section 2 (f) of the Immigration Act of 1924, as 
amended, precludes the issuance of an immigration visa to an alien who the con- 
sular officer knows, or has reason to believe, is inadmissible under the immigration 
laws, the consular officer to whom Mrs. Valentine applied for an immigration visa 
had no alternative but to withhold the issuance of a visa to her. 

In the circumstances, and in the light of the foregoing information, the question 
of the enactment of the proposed bill appears to be a matter for legislative deter- 
mination, concerning which the Department prefers not to express an opinion. 

Sincerely yours, 
Exiotr B. Cou.ter, 
Acting Chief, Visa Division 
(For the Secretary of State). 


Congressman Wayne L. Hays, the author of the bill, appeared before 
a subcommittee of the Committee on the Judiciary of the House of 
Representatives and submitted the following information in connection 


with the bill: 
Hovse or REPRESENTATIVES, 
Washington, D. C., April 2, 1951. 
Hon. Francis E. Water, 
Chairman, Subcommittee No. 1, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. CHaAtRMAN: With reference to H. R. 2170, which I introduced on 
January 29, 1951, for the relief of Mrs. Johanna Maria Lummer Valentine, I am 
filing herewith two papers, as follows: 

Letter dated March 12, 1951, from Mr. H. J. L’Heureux, Chief, Visa Division, 
Department of State, relative to Mrs. Valentine’s conviction of the crime of 
simple larceny; : 

Sworn statement dated March 26, 1951, by Tech. Sgt. Carl Valentine, husband 
of Mrs. Valentine, relative to the circumstances in the case. 

I take this occasion to express my own strong personal interest in Mrs. Valen- 
tine’s admission to the United States at the earliest possible date. 

I would appreciate very much the subcommittee’s prompt consideration of 
H. R. 2170. 

With kind personal regards, I am 

Very sincerely yours, 
, ‘ve Wayne L. Hays, M. C, 


DEPARTMENT OF STATE, 
Washington, March 12, 1951. 
lon. WAYNE L. Hays, : 
House of Representatives. 

My Dear Mr. Hays: Reference is made to telephone conversations on March 
7, 1951, between Miss Lonergan, of your office, and members of the Visa Division, 
wherein it was requested that vour office be furnished detailed information con- 
cerning the case of Mrs. Johanna M. L. Valentine, beneficiary of H. R. 2170, 
Eighty-second Congress, first session, who was refused an immigration visa by 
the responsible American consular officer at Frankfort-on-the-Main, Germany, 
because of her conviction of the crime of simple larceny. 

Pursuant to your request, vou are informed that information available to the 


c 


Department shows the record of the district court at Frankfort-on-the-Main, 
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Germany, to indicate that under her maiden name, Johanna Lummer, born 
December 21, 1927, at Marburg/Lahn, Germany, Mrs. Valentine was convicted 
of diebstahl (larceny) on January 18, 1947, and sentenced to serve 6 weeks’ 
imprisonment for violation of section 242 of the German Criminal Code, which 
reads as follows: 

“Whoever takes a movable thing which does not belong to him, from another, 
with the intention of unlawfully converting it, shall be punished for larceny by 
imprisonment. The attempt is punishable.” 

The above-mentioned court record further shows that the accused, who had 
no previous criminal record, confessed that while visiting the complaining witness 
she stole one coat and one dress belonging to the complaining witness with the 
intention of keeping the stolen articles, the accused giving as reasons therefor 
unemployment and her need for the garments. The court record also indicates 
that Mrs. Valentine subsequently served 6 weeks in prison. 

As a further interest, the responsible American consular officer at Frankfort- 
on-the-Main reported that as the German juvenile Court Act of November 6, 
1943, defines a juvenile as a “person who at the time of the commission of the 
offense is over 14, but not vet 18 years of age,’”’ Mrs. Valentine was consequently 
tried, convicted, and punished as an adult. 

Sincerely yours, 
H. J. L’Hevrevx, 
Chief, Visa Division 


. ApENA, Ont10, March 26, 1951. 
Hon. Wayne L. Hays, 
House Office Building, Washington, D. C. 


Dear Sir: This is my statement as to the facts as I understand them and the 
circumstances respecting my wife’s offense. 

As you know, immediately after the war clothes were scarce in Germany. 
During the fall of 1946 my wife was staying with her girl friend until she could find 
herself a room. At the time my wife had but one dress. So her girl friend to her 
(sic), she could have this dress to wear any time she wanted to. In the early part 
of November my wife found a room and took this dress with her thinking her girl 
friend would understand, realizing she had only one other dress. 

Then the first part of January she was stopped by a policeman and her girl 
friend, was taken to the police station where this girl accused my wife of stealing 
a dress. My wife admitted she had the dress and explained the cirsumstances. 
So the police officer told her to return the dress and forget about it. As they left 
the police station another police officer called them back, and told this girl to go 
and get her dress and held my wife there until this girl got back with it. At the 
time my wife was wearing an American-made wrist watch, which was a gift from 
an American soldier, and this police officer said it being American-made she was 
not aloud (sic) to have it, for her to give it to him. 

She said it was her watch and she would not give it up. The police insisted 
that she give it up. Across the street was a military police station and my wife 
insisted on going there and finding out if she could keep it or not. At the military 
police station they were told there was nothing wrong with having an American 
watch as long as it was a gift. This girl returned to the police station with the 
dress. Then was told to leave and my wife was held in jail on the charge of theft 
and then was given a 6-week sentence which she served. 

It is my upmost (sic) desire that my wife and children be allowed to make 
there (sic) home here in the States with me. 

Tech. Sgt. CARL VALENTINE. 

Witness: 

Mrs. Paut WEASE. 
HAMILTON WEASE. 

Sworn to before me a justice of the peace this this [sie] 26th day of Mareh 1951 
as to the signatur [sie] of Tech. Sgt. Carl Valentine. 

{SEAL] H. F. Wease, 

Justice of the Peace 

My commission expires January 1, 1952. 
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Congressman Hays stressed the fact that the proper military author- 
ities approved of Sergeant Valentine’s marriage to the beneficiary of 
this bill, as witnessed by the following report ‘of proceedings of Mar- 
riage Review Board: 


REPORT OF PROCEEDINGS OF MARRIAGE REVIEW BOARD 


The Group Marriage Review Board, appointed by paragraph 6, 8. O. No. 4 
headquarters, Sixty-first Maintenance and Supply Group, dated January 9, 1950, 
met at 0900 hours, June 5, 1950. 

Members present: Capt. Irving W. Haberle, Capt. Carl E. Vega, First Lt. 
John P. Olson. 

Members absent: None. 

The Board met for the purpose of reviewing and making recommendations on 
the application for marriage of Staff Sgt. Carl Valentine, Sixty-first Maintenance 
Squadron, to Miss Johanna Maria Theresia Lummer, Frankfurt a/Main, Preun- 
gesheim, No. 3 Kreuzstrasse, Germany. 

Staff Sgt. Carl Valentine personally appeared before the Board. 

Application and required inclosures submitted by Staff Sgt. Valentine were 
reviewed for completeness and information desired by the Board. Airman was 
interviewed regarding his forthcoming marriage if approved. 

Recommendations: The Board recommends approval of above marriage. 

Invinc W. HABERLE, 
Captain, United States Air Force, President. 
Car. E, VuGa, 
Captain, United States Air Force, Member. 
Joun P. OLson, 
First Lieutenant, United States Air Force, Recorder, 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (H. R. 2170) should be enacted. 
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Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 2180] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 2180) for the relief of Mrs. Florence E. Homann and John A. 
Villas, having considered the same, reports favorably thereon without 
amendment and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Mrs. Florence E. Homann and her child, John 
A. Villas. The bill provides for the appropriate quota deductions and 
for the payment of the required visa fees and head taxes. 


STATEMENT OF FACTS 


The beneficiaries of the bill are mother and child The mother Wis 
born in Great Britain on December 14, 1922 and the child was born in 
Shanghai, China, on December 20, 1945. Thev last arrived in the 
United States on July 13, 1949, and were excluded from admission into 
the United States as immigrants without valid 
Mrs. Homann was also excluded on the ground that she 
sis. They were subsequently paroled into the United 
presently residing in Key West, Fla., where Mr. Homa 
with the United States Navy. An examination by a > 
September 1950, at the naval hospital in Key Wi 
ey idence of tuberculosis. 

A letter dated November 15, 1950, to the chairman of t 
on the Judiciary of the House of Repres ntatives f 
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Attorney General with reference to H. R. 8954, which was a bill in- 
troduced in the Eighty-first Congress for the relief of the same aliens, 
reads as follows: 5 
NOVEMBER 15, 1950. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


My Dear Mr. CuarrMan: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 8954) for the relief of Mrs 
Florence E. Homann and her son John A, Villas, aliens. 

The bill would provide that Mrs. Florence E. Homann and her son, John A. 
Villas, shall be held to have been lawfully admitted to the United States for 
permanent residence as of August 22, 1949, upon the payment of the visa fee and 
head tax. It would also provide that deportation proceedings-shall not hereafter 
be instituted against Mrs. Homann on the ground that she was affiicted with 
tuberculosis at the time of entry. The bill would further direct the Secretary of 
State to instruct the quota-control officer to deduct two numbers from the appro- 
priate immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Mrs. Homann is a native and citizen of Great Britain, having been 
born in Buxton, Derbyshire, England, on December 14, 1922. Her son, John 
A. Villas, was born in Shanghai, China, on December 30, 1945. Mrs. Homann 
is one-half white and one-half Chinese, and her son is three-fourths white and 
one-fourth Chinese. They arrived at the port of San Francisco, Calif., on July 
13, 1949, in possession of nonimmigrant visas issued under section 3 (2) of the 
Immigration Act of 1924. They were excluded, however, by a Board of Special 
Inquiry under section 13 (a) (1) of the Immigration Act of May 26, 1924, on the 
ground that they were inadmissible to the United States in that they were immi- 
grants not in possession of valid immigration visas and not exempt from the 
presentation thereof. Mrs. Homann was also excluded on the ground that she 
was inadmissible under section 3 of the act of February 5, 1917, having been 
certified as a person suffering from tuberculosis. Both aliens were paroled into 
the United States pending a decision in the matter, and were subsequently granted 
one extension of their parole until September 22, 1950. On August 22, 1949, the 
Immigration and Naturalization Service recommended that the excluding deci- 
sion be affirmed; that Mrs. Homann be admitted to this country under the 
authority contained in the ninth proviso to section 3 of the act of 1917, as 
amended, as a temporary visitor for 6 months notwithstanding her inadmissibility 
as one afflicted with tuberculosis, and that the child’s parole be extended for 6 


months from the date of notification. The Board of Immigration Appeals 
dismissed an appeal from the above order on December 2, 1949. 


Mrs. Homann testified that she was first married in July 1944 in Shanghai, 
China, and that her son, John, was born of this marriage. She stated that she 
was divoreed in January 1949 and was married to Lionel Merle Homann in Feb- 
ruary 1910 in Shanghai, and that her former husband has relinquished his right 
to custody of their child. She further stated that previous to her departure from 
Shanghai she hai been emploved for a vear as a secretary at the Shanghai Power 
Co., and prior to that time in an export-import business and as a teacher in the 
Petcr Pan Kinderzarten in Shanghai. She claimed that because of the Com- 
munists in China she did not have time to wait for an immigration visa for per- 
manent residence and that during a physical examination the previous vear she 
had been found to be free from tuberculos’s. Mr. Homann testified that he was 
born in Mattoon, Ill., on September 10, 1928, that he joined the Navy on Sep- 
tember 12, 1945, and that he intends to make the Navy his career. He stated 
that he interds to support his stepson and to adopt him. When the aliens were 
paroled on September 23, 1949, Mr. Homann took them to the home of his 
parents in Mattoon, Ill. On January 8, 1950, Mrs. Homann gave birth to a son, 
Lonnie Eugene Homann. On January 29, 1950, the family moved to Toms 
liver, N. J., since Mr. Homann was then stationed by the United States Navy 
at Lakehurst, N. J. On April 24, 1950, they departed for Key West, Fla., where 
Mr. Homann is a second-class petty officer on duty at the United States naval 
air station. In September 1950, a report from a medical officer at the United 

hospital in Key West advised that after detailed examination of 
Mrs. Homann no evidence of tuberculosis activity could be found. Individuals 
interviewed in Key West stated that Mrs. Homann’s activities were centered 


i 
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around her family and they recommended her favorably as to character and 
intelligence. 

Whether in this case the general provisions of the immigration laws should be 
waived presents a question of legislative policy concerning which this Department 
prefers not to make any recommendation. 

Yours sincerely, 
Pryton Forp, 
Deputy Attorney General. 

Congressman William L. Springer, the author of the bill, appeared 
before a subcommittee of the Committee on the Judiciary of the House 
of Representatives and urged the enactment of the bill. 

The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (H. R. 2180) should be enacted. 
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JULY 9 (legislative day, JUNE 27), 1951.—Ordered to be printed 


McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


{To accompany H. R. 2204] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 2204) for the relief of Lamar Calloway, having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill do pass. 

PURPOSE 


The purpose of the bill is to pay the sum of $4,000 to Lamar Callo- 
way in full settlement of his claim against the United States resulting 
from personal injuries sustained by him when struck by a United 
States Army truck in the town of Gibsland, La., on September 13, 
1941. 


STATEMENT 


A similar bill (H. R. 7715) was introduced during the Seventy- 
seventh Congress but no action was taken because insufficient evi- 
dence was submitted at that time. 

The details of the accident in which claimant was injured and the 
events following appear in report dated February 16, 1943, from the 
War Department, a copy of which is included in House Repori No. 
355, which is included herein by reference. The following facts are 
taken from the House report and a letter dated June 14, 1951, from 
the Secretary of the Army to Hon. Pat McCarran, chairman of this 
committee. 

On September 13, 1941, an Army truck on official business, operated 
by an enlisted man, was proceeding through the town of Gibsland, 
La., and the driver apparently made a sudden or late decision to make 
a turn in order to remain on United States Highway No. 80. In 
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making the turn the truck mounted the sidewalk and struck the 
plaintiff, who was standing, at the time, approximately 20 feet from 
the corner. On September 20, 1941, the claimant was taken to the 
Eleventh Evacuation Hospital at Jonesboro, La., and the following 
diagnosis was made: (1) Concussion, cerebral, moderately severe; 
(2) contusion, severe, lumbo-sacral region; (3) contusion, moderately 
severe, right hand, right knee, and right ankle. 

Claimant at the time of this accident was 45 years of age, married, 
and the father of seven children. 

In view of the discrepancies contained in the House report regarding 
the date of this accident the Secretary of the Army was asked to 
re-examine the files on this case in order to definitely establish a date 
and to state whether or not there had been any change in the views 
of the Department of the Army with respect to this legislation. The 
letter from the Secretary of the Army in answer to those questions 
is attached hereto and made a part of this report. 

In view of the recommendations of the Department of the Army 
regarding this case, the committee recommends favorable considera- 
tion of the bill, H. R. 2204. 


DEPARTMENT OF THE ARMY, 


Washington 25, D. C., June 14, 1951. 
Hon. Pat McCarRANn, 


Chairman, Committee on the Judiciary, 
United States Senate. 

Dear SENATOR McCarran: Reference is made to your letter of May 22, 1951, 
concerning H. R. 2204, Eighty-second Congress, a bill for the relief of Lamar 
Calloway, in which you requested advice as to (1) the date on which Mr. Calloway 
was injured, and (2) whether there has been any change in the views of the 
Department of the Army with respect to this legislation. 

A re-examination of the records of the Department relating to this case discloses 
that during the past 9 years Mr. Calloway has in statements and letters signed 
by him stated that the accident in question occurred on September 13, 1941, 
October 13, 1941, and October 15, 1941, respectively. The date of the accident 
is given by the board of officers that investigated such accident and by three 
eyewitnesses thereto as September 13, 1941. Dr. C. L. Langford, of Gibsland, La., 
in an affidavit, dated August 28, 1943, states that he examined Mr. Calloway 
on September 13, 1941, following his injury. The evidence, therefore, fairly 
establishes that this accident in fact occurred on September 13, 1941, as stated 
in H. R. 2204. 

In his report of February 16, 1943, to the chairman, Committee on Claims, 
House of Representatives, on H. R. 7315, Seventy-seventh Congress, a similar 
bill for the relief of Mr. Calloway, the Secretary of War expressed the view that 
the injuries suffered by Mr. Calloway were not caused by any fault or negligence 
on his part but resulted solely from negligence on the part of the driver of the 
Army truck that struck him. The Department of the Army concurs in this view 
and believes that the claimant should be compensated in a reasonable amount 
for the injuries sustained by him in the accident in question. The proposed 
award of $4,000 stated in the bill is fair and reasonable. The Department, 
therefore, has no objection to the enactment of the bill. 

Sincerely yours, 
Franx Pace, Jr., 
Secretary of the Army, 
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Jcty 9 (legislative day, JUNE 27), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
{To accompany H. R. 2299] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 2299) for the relief of Biagio Poidimani, having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Biagio Poidimani. The bill provides for an 
appropriate quota deduction and for the payment of the required visa 
fee and head tax. 

STATEMENT OF FACTS 


The beneficiary of the bill is a 41-year-old native and citizen of 
Italy who last entered the United States as a visitor on June 23, 1947. 
He is a sculptor and was formerly assistant to the head of the de »part- 
ment of sculpture, Royal Academy of Fine Arts in Rome, Italy. His 
works have been exhibited in Europe and the United States. 

A letter dated April 27, 1950, to the chairman of the Committee 
on the Judiciary from the Assistant to the Attorney General, with 
reference to S. 2844, a bill for the relief of the same alien which was 
passed by the Senate in the Eighty-first Congress, reads as follows: 
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DEPARTMENT OF JUSTICE, 
Washington, April 27, 1950. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in reply to your request for the views of the Depart- 
ment of Justice relative to the bill (S. 2844) for the relief of Biagio Poidimani, 
an alien. 

The bill would provide that, for the purposes of the immigration and naturali- 
zation laws, Biagio Poidimani shall be considered to have been lawfully admitted 
to the United States for permanent residence as of June 23, 1947, upon payment 
of the required visa fee and head tax. It would also direct the Secretary of State 
to instruct the quota-control officer to deduct one number from the appropriate 
immigration quota for the first year that such quota is available. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Biagio Poidimani was born on January 2, 1910, and is a native and 
citizen of Italy. He last arrived in the United States at the port of New York 
on June 23, 1947, when he was admitted as a temporary visitor for a period of 
6 months under section 3 (a) of the Immigration Act of 1924. He thereafter 
received extensions of his temporary stay until December 22, 1949, but his presence 
in the United States has since become unlawful. Proceedings to enforce his de- 
parture, however, were ordered deferred pending consideration of the instant bill. 

Mr. Poidimani, a sculptor by profession, stated at the time of his arrival that 
the purpose of his visit to the United States was to observe American art. Prior 
to his departure from Italy he was assistant to the head of the Department of 
Sculpture, Royal Academy of Fine Arts, in Rome, where he sculptured in bronze, 
marble, stone, wax, clay, wood, and terra cotta. He has exhibited his works in 
various art exhibitions in Europe and in the United States. He has received 
several citations by art appreciation groups for his various works. 

When he first arrived in the United States, Mr. Poidimani lived with his aunt, 
Mrs. Concetta Agosta, in Brooklyn, N. Y., but he now resides in Greenwich Vil- 
lage, New York, N. Y. His relatives contribute about $15 per week toward his 
support. He stated that he has refused many commissions for sculpturing in 
this country because, under the terms of his admission as a visitor, he is not 
permitted to engage in business. 

Mr. Poidimani further stated that while in Italy he was a member of the 
Fascist Party, but explained that such membership was obligatory if he desired to 
continue teaching art. He stated that after the Allies occupied Italy he was 
investigated and allowed to continue teaching. Otherwise, the record does not 
indicate any information of an adverse nature concerning him. 

The quota of Italy, to which this alien is chargeable, is oversubscribed for many 
years and a quota immigration visa is not readily obtainable. The facts of this 
case, however, do not appear sufficiently impelling to warrant the enactment of 
legislation granting this alien a preference over the many other persons chargeable 
to the same quota, who likewise desire to reside permanently in the United States 
and enjoy the cultural and economic advantages available in this country. 

Accordingly, the Department of Justice is unable to recommend enactment of 
this bill. 

Yours sincerely, 
Peyton Forp, 
The Assistant to the Attorney General. 


The beneficiary of the bill submitted to the Committee on the 
Judiciary of the House of Representatives the following affidavit: 


New York 14, N. Y., May 24, 1950. 
To Whom It May Concern: 

I, Biagio Poidmani, do swear that as I have already declared verbally when 
interviewed by the Department of Justice on February 8, 1950, that I have never 
been a Fascist, that I do not believe in fascism, that I have never believed in 
fascism or its theories; but have always had faith in democratic principles. 

Having been enrolled in the Fascist Party does not necessarily mean that one 
has Fascist sentiments, in fact the majority of the Italian people were, as is well 
known, forced as I was to enroll by the necessity to live. 

Besides, every teacher in a university, high school, or any branch of education 
in Italy under the Fascist regime automatically was enrolled, independent of his 
individual feelings. 
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To oppose such a procedure signified immediate dismissal and the individual was 
prohibited to take part in any civil activities or sometimes the consequences were 
worse. 

I, therefore, was enrolled in the Fascist Party under the same procedure as all 
the teachers in the Italian governmental schools. 

There is proof enough of my democratic sentiments in the fact that I continued 
teaching at the Academy of Fine Arts in Rome (state institution) even after the 
fall of the Fascist regime, never having participated in any party activities. 

All I have stated can be verified by writing to the Ministero Della Pubblica 
Istruzione in Rome where can be found my teaching records which have remained 
uncensored, for 6 years of teaching at the Academy of Fine Arts and 5 years of 
teaching in the school of art in the Liceo Classico (college) of Siracuse. 

I think that Prof. Charles Morey, head of the cultural division ot the American 
Embassy in Rome, whom I had the pleasure of knowing before coming to the 
United States, can confirm my declarations. 

Bracio PormIMANI. 

Sworn to and subscribed before me on this the 25th day of May 1950. 


[SEAL] IsiporR SCHOENHAUS, 


Notary Public, State of New York. 
Term expires March 30, 1951. 


The files of the Committee on the Judiciary of the House of Repre- 
sentatives contain a number of affidavits relating to the beneficiary 
of the bill, among which are the following: 


Roman Bronze Works, INc., 
Corona, N. Y., June 9, 1950. 
To Whom It May Concern: 

We have known Prof. Biagio Gino Poidimani for about 3 vears, and have heard 
of him for several years, due to his artistic work in Italy. 

During his stay in this country, we have offered him work several times, but 
due to immigration restrictions, he was unable to accept. We would be willing 
to guarantee to a certain degree, steady employment for Professor Poidimani, in 
the event that he remains in this country. 

We appreciate Professor Poidimani’s technical and artistic ability in casting 
of art bronzes, which in itself, is a limited field in this country. 

We feel certain that his addition to our company would greatly aid in develop- 
ing and training new employees for art work, for which we are in great need. 

Very sincerely yours, 
Roman Bronze Works, INc. 
S. P. Scutavo, President. 
STATE OF NEw York, 
County of Queens, ss: 
Subscribed and sworn to before me this 9th day of June 1950. 


[SEAL] Primo J. BARTOLOMEI, 
Notary Public, State of New York. 
Commission expires March 30, 1952. 





New York Crry, June 9, 1950. 


To Whom It May Concern: 

I have known Prof. G. Biagio Poidimani for many years while he was living in 
Italy when he was assistant professor in sculpture at the Academy of Fine Arts 
in Rome, and also here in this country where is is now living. 

It is my personal opinion that Professor Poidimani beside being a very fine 
person morally and otherwise, is an excellent sculptor who in the event that he 
should be allowed to remain in this country would greatly contribute in his field 
to the cultural life of our country, this not only in the sculpture proper but to its 
allied technics, i. e., marble, bronze, and other mediums applied to sculpture in 
which he is a master. 
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His knowledge and skill is such that it would be of great benefit for the training 
and for advice he could give to all those engaged in the above-mentioned endeavors. 
JEAN DE Marco, 
Sculptor Instructor, Bennet Junior College, Milbrook, N. Y., and School of 
Fine Arts, Boston Museum, Boston, Mass. 
[SEAL] SAMUEL HERBERT, 
Notary Public, State of New York. 


Commission expires March 30, 1952. 


Congressman Christopher C. McGrath, the author of the bill, 
appeared before a subcommittee of the Committee on the Judiciary 
of the House of Representatives and submitted the following letter 
from the secretary of the National Sculpture Society: 


NATIONAL ScuLPTURE SoOctery, 
New York 28, N. Y., April 12, 1951. 
Mr. Gino PorpiMANl, 

121 Bank Street, New York 14, N. Y. 

Dear Mr. Porpimant: It gives me great pleasure to inform you that at a 
general meeting of the National Sculpture Society on April 10, 1951, you were 
elected a member of this so¢iety. 

We have started a photograph file of the work of the members of the society 
and we have been adding to it regularly. In a short while we plan to have this 
collection of photographs installed in the Frick Art Reference Library and would 
like to include some photographs of your recent work; 8 by 10 inch, double-weight, 
glossy prints are preferable for our files. We enclose a notice sent to our members 
and will ask you to follow the instructions regarding the information to be in- 
cluded on the back of each photograph you send. 

The photographs you submitted to the membership committee will be returned 
to you unless you wish this group left here for the photograph collection. Please 
let us know. 

Sincerely yours, 
Paut FsExLpDp, Secretary. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (H. R. 2299) should be enacted. 
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Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


» % ¥ » ’ 
REPORT 
[To accompany H. R. 2406] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 2406) for the relief of B. H. Manley, having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill do pass. 

PURPOSE 


The purpose of the proposed legislation is to pay the sum of $1,478.50 
to B. H. Manley of Beech Grove, Tenn., in full settlement of all 
claims against the United States for compensation for losses sustained 
by Mr. Manley when his barn and its contents, including livestock, 
were destroyed by a fire on April 8, 1943, which was ignited while 
members of the United States Army on maneuvers were sleeping in 
such barn. 


STATEMENT 


The facts underlying this claim appear in House Report 479 of the 
Kighty-second Congress, as follows: 


It appears that on April 8, 1943, at about 12:30 a. m., B. H. Manlev, Route 1, 


Beech Grove, Tenn., was awakened by a farm laborer who had been night plowing 
in a nearby field, and advised that his barn was on fire. At the time of its dis- 
covery the fire had already gained such headway that it was impossible to save 
the barn or its contents. It was also impossible to determine how the fire had 
originated. The barn had been wired for electricity, though it does not appear 
that the wiring had been approved by the safety inspector. Mr. Manley, however, 
has stated that it would have been impossible for the fire to have been caused by 
any defect in the wiring, as the switch that turned on the barn lights was located in 
the house and was turned off at the time the fire started. Certain troops of the 
Seventy-ninth Infantry Division had been on maneuvers in the area in whieh Mr. 


Manley’s farm was situated, but this Department has been advised that they 
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moved out during the forenoon of April 7, 1943, and the responsible military 
authorities state that no troops were officially camped in the vicinity on the night 
of the fire. A reconnaissance patrol of the Fifth Armored Division passed through 
the area about noon on April 7, 1943, but did not stop. Certain witnesses for Mr. 
Manley, however, state that they saw soldiers in the barn lot of the claimant during 
the daytime on April 7, 1943, and three men who appeared to be in Army uniforms 
were observed among the spectators while the barn was burning. 


On April 24, 1943, B. H. Manley executed an affidavit in which he 
stated: 


I do not know how the fire started. However, it is my opinion, based on what 
I had seen prior to this time at my barn, that for several davs the troops had been 
using this barn as well as other buildings, including the front porch of my residence, 
for sleeping quarters and for other purposes; that [ had seen definite signs of whe 
they had slept in the loft of the barn, and on the day prior to t! 
hands told 


12 


re 
e fire one of m\ 
me that he had seen the soldiers smoking in the feedway of the barn; 
also that he had found a box of matches in the crib. 


On September 22, 1945, R. D. Cawthron, a laborer on B. H. Man- 
lev’s farm, executed an affidavit in which he stated 


that the troops had been using the barn and outbuildings at will and 
had been sleeping therein; that on Wednesday, April 7, 1943, at about 11 a. m., 
he saw troops in the barn lot; that on a day or so prior to Wednesday, April 7, 
1943. he found a box of matches in the erib of the barn where a soldier had been 
leeping, and he also observed a soldier smoking in the feedway of the barn; 


On September 22, 1943, Effie Cawthron executed an affidavit in 
which he stated 

* * that on Wednesday, April 7, 1943, about 5 o’clock in the afternoon 
saw troops in the barn lot: that about 12 that night the barn and contents were 
destroved by fire, and that on Tuesday the day before the fire he had seen some of 
the troops smoking in and about the barn. 

On September 22, 1943, Mrs. Wilma Manley, the wife of B. H. 
Manley, executed an affidavit in which she stated: 


he 


i 


On the afternoon of April 7, 1943, about middle of the afternoon, I saw some 
troops in the barn lot and several in the barn. Later, about 6 o’clock, I saw five 
or six men in the barn. I do not know what organization these men belonged to, 
but all in uniform. I did not see them after that until I went to the fire about 
12:30 that night, when I saw three men in uniform standing near the barn then 
burning. 


On September 23, 1943, J. W. Manley, David McGuire, and Pearl 
Teague, neighbors of B. H. Manley, executed an affidavit in which 
they stated 


That on the night of April 7, 1943, between i2 midnight and 12:30 a. m., each of 
us arriving at the scene about the same time, went to our neighbor’s house because 
we observed that his barn was on fire; * * * that among the spectators at 
the fire were three soldiers, dressed in coveralls of the Regular Army type, who 
were either there when we arrived or came up at about the same time as we did, 
* * * We had no way of knowing what organization they belonged to, as 
they were wearing no insignia other than the Army uniform, fatigue, including 
helmets and leggings * * *, That on Tuesday [Wednesday], the day before 
the fire, we saw a great many soldiers engaged in a field problem on the premises 
of Mr. Buford [B. H.] Manley, and some of them were observed in the barn lot 
and about the barn. We do not know of our own knowledge that these boys had 
been in the barn, but we do know that they were about the barn and other parts 
of the premises, and had opportunity to go in the barn. That on Tuesday 
{Wednesday, April 7, 1943] we saw a number of barracks bags stacked against 
Mr. Manley’s barn and heavy field equipment in the barn lot, and they had a fire 


in the barn lot within 20 feet of the barn made from good lumber he had for laying 
floor in the barn loft. 
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On September 30, 1943, B. H. Manley stated: 


My contention is that, since a company on last maneuvers left one of their met 
and he stayed in my new barn and slept for 4 or 5 days, the three soldiers who were 
at my barn when my barn burned were using my barn to sleep in. 


On May 1, 1944, Mr. Manley made another statement in which he 


said: 


Their (the Army authorities’) report that there were no troops in my barn the 
day before the fire is not correct, as they had around 200 blue bags stored in my 
barn the day before the fire. 


The Department of the Army, in its report, stated: 


There is, in faet, no evidence in this case, other than circumstantial, tending 
to show that the fire that destroyed Mr. Manley’s barn and its contents was 
caused by military personnel. The testimony from the military a i 
the area was to the effect that no military organizations were in the vicinity of 
Mr. Manley’s barn later than about noon on April 7, 19438. On the other hand, 
the statements and affidavits submitted by Mr. Manley and his neighbors, t 
truth of which there is no reason to doubt, indicate that soldiers were on t 
premises of the claimant during the afternoon of that day and even late at night 
during the fire. In view of this seemingly irreconcilable conflict in the evidence 
and the absence of conclusive evidence that the fire was in fact caused by militar: 
personnel, the Department of the Army prefers to make no recommendation either 


for or against the enactment of this bill and to leave to the determination of the 
Congress, upon a consideration of all of the facts and cireumst 


anees, the question 
whether an award should be granted to Mr. Manley. 


The amount set forth in the bill represents the difference between 
the amount claimed by the claimant when he filed his claim with the 
Department of the Army and that amount covered by insurance. 
These amounts are shown in the attached letter, dated April 21, 1950, 
from the Judge Advocate General of the Army to Hon. Joe L. Evins 

The committee is of the opinion that Mr. Manley should be compen- 
sated in the amount set forth in the bill and therefore recommends that 
H. R. 2406 be considered favorably. The report of the Department of 
the Army on H. R. 8248 of the Eighty-first Congress, a similar bill, 
together with other pertinent information are contained in House Re- 
port 479, which is herein included by reference. 


JuDGE ADVOCATE GENERAL OF THE ARMY, 
Washington, D. C., April 21, 1950. 
Hon. Jor I@ Evins, 
House of Representatives, Washington, D. C. 

Dear Mr. Evins: Reference is made to your letter of April 12, 1950, coneern- 
ing the claim of Mr. B. H. Manley, Route 1, Beech Grove, Tenn., which you 
state that he filed recently with the Department of the Army for damages on 
account of the loss of a barn and stock by a fire, allegedly caused by soldiers 
while on Army maneuvers. 

The records of this office fail to disclose that anv ciaim has been filed by Mr. 
Manley recently. ‘Lhe claim to which you evidently refer was filed by Mr 
Manley on April 22, 1943, in which he ciaimed damages in the amount of $2,613.50 
on account of the destruction of his barn and its contents by a fire, which occurred 
on April 8, 1943. The Department has been advised that $1,135 of this damage 
was covered by insurance carried by Mr. Manley with the Aetna Insurance 
Co., of Hartford, Conn. 

It appears that on April 8, 1943, at about 12:30 a. m., Mr. Manlev was 
awakened by a farm laborer who had been night plowing in a nearby field, and 
advised that his barn was on fire. At the time of its discovery the fire had 
already gained such headway that it was impossible to save the barn or its con- 
tents. It was also impossible to determine how the fire originated. The barn 
had been wired for electricity, but it does not appear that the wiring had beer 
approved by the safety inspector. Certain troops of the Seventy-ninth Infantry 
Division had been on maneuvers in the area in which Mr. Manley’s farm was 





4 B. H. MANLEY 


located, but they were moved out during the forenoon of April 7, 19438, and no 
troops were camped in the vicinity on the night of the fire. A reconnaissance 
patrol of the Fifth Armored Division passed through the area about noon on the 
day before the fire but it did not stop, and no troops were left in the area. Certain 
witnesses of Mr. Manley state that they saw soldiers in the barn lot of the claimant 
in the daytime on April 7, 1943, the day before the fire, and three men who ap- 
peared to be in Army uniforms were observed among the spectators while the 
barn was burning. The evidence in this case, however, fails to establish that 
any troops were in the barn or the barn lot the night the barn and its contents 
vere destroved, or that the fire was caused by any act, negligent or otherwise, 
of military personnel. 

On August 9, 1943 the Under Secretary of War, acting for the Secretary of 
War, disapproved the claim of Mr. Manley on the ground that the evidence 
failed to show that the loss sustained by the claimant resulted-from any act of 
military personnel. 

This claim was reconsidered by the War Department in May 1944 upon the 
request of the Honorable Jim McCord, House of Representatives, and on May 
29, 1944 the Office of the Secretary of War advised Representative McCord 
that no basis could be found for a change in the Department’s decision disap- 
proving the claim. 

Since the receipt of your letter the record in this case has been carefully re- 
examined by this Office but no reason can be perceived for recommending any 
change in the decision of August 9, 1943 disapproving the claim of Mr. Manley. 

It is regretted that the facts and circumstances in this case do not permit a 
more favorable reply. 

Sincerely vours 
(s) FRANKLIN P. SHaw, 
Major General, United States Army, 
Acting The Judge Advocate General, 


‘™ 
\ 
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JULY 9 (legislative day, JUNE 27), 1951.—Ordered to be printed 


McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
{To accompany H. R. 2408] 
The Committee on the Judiciary, to which was referred the bill 
(H. R. 2408) for the relief of Mrs. Margit Helena Falk Raboff, having 
considered the same, reports favorably thereon without amendment 


and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to waive the excluding provisions of exist- 
ing law because of conviction in Sweden of a crime involving moral 
turpitude, in behalf of Mrs. Margit Helena Falk Raboff, so as to permit 
her to enter the United States with her husband, who is a native-born 
citizen of the United States. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 34-year-old native and citizen of 
Sweden who was married in Paris, France, in 1948 to Ernest Lloyd 
Raboff, a native-born citizen of the United States who served in the 
United States Army from June 1942 until 1945. On March 15, 1946, 
Mrs. Raboff was convicted of shoplifting and was sentenced to 3 
months’ imprisonment, which sentence was suspended, and she was 
placed on probation. Unless a waiver of the excludable ground is 
granted, Mrs. Raboff will be unable to accompany her citizen husband 
to the United States. 

A letter dated October 26, 1950, to the chairman of the Committee 
on the Judiciary of the House of Representatives from the Deputy 
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Attorney General with reference to H. R. 8179, which was a bill intro- 
duced in the Eighty-first Congress for the relief of the same alien, reads 
as follows: 


OcToBER 26, 1950. 
Hon. EMANUEL CELLER, 


Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


My Dear Mr. CuarrMan: This is in response to your request for the views 
of the Department of Justice relative to the bill (H. R. 8179) for the relief of Mrs. 
Margit Helena Falk Raboff, an alien. 

The bill would provide that the provisions of the eleventh category of section 3 
of the Immigration Act of 1917, as amended, shall not hereafter apply to Mrs. 
Margit Helena Falk Raboff, wife of Ernest Lloyd Raboff, a United States citizen, 
with respect to any conviction or admission of the commission of any crime in 
her case of which the Department of State and the Department of Justice have 
knowledge on the date of its enactment. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the beneficiary of the bill is a native and citizen of Sweden, having 
been born in Stockholm, Sweden, on March 8, 1917. She has never resided in the 
United States. On July 13, 1948, she was married in Paris, France, to Ernest 
Lloyd Raboff, a native-born citizen of the United States, who served in the 
United States Army from June 1942 until 1945. A petition for issuance of an 
immigration visa filed in her behalf by her husband was approved on March 8, 
1949, according her a nonquota status under section 4 (a) of the Immigration Act 
of 1924. Mrs. Raboff was, however, found to be inadmissible to the United 
States under section 3 of the Immigration Act of 1917, inasmuch as she had been 
convicted on March 15, 1946, in Stockholm, upon a plea of guilty, of shoplifting, 
and sentenced to 3 months’ imprisonment at hard labor. 

According to Mr. and Mrs. William Raboff, their son, Ernest Raboff, was 
born in Atlantic City, N. J., on July 13, 1921, and resided in Philadelphia, Pa., 
from infancy until 1939, when he entered the University of Southern California 
in Los Angeles, Calif. They stated that he was married on May 30, 1942, in 
Philadelphia, but that the marriage terminated in divorce in Nevada in 1945, 
and further that since 1947 he has been attending school in Paris, Rome, and 
Stockholm, and that he had finished his education in Stockholm on May 30, 1949. 

It appears from the record that Mrs. Raboff’s sentence in Stockholm in 1946 
was suspended and that she was placed on probation for 3 years without super- 
vision. At the time of her trial the alien contended that on December 22, 1945, 
the date of the commission of the acts for which she was arrested and later con- 
victed, she was under the influence of a heavy dosage of drugs, which was taken 
to relieve severe abdominal pains and that due to this dosage she was in a dazed 
condition and did not realize what she was doing. This is substantiated by 
statements of doctors who treated the alien. Since the above conviction bars 
Mrs. Raboff from admission to the United States under the provisions of the 
eleventh category of section 3 of the Immigration Act of 1917, as amended (8 
U.S. C. 136 (e), she may not be admitted to this country for permanent residence 
in the absence of general or special legislation. 

Whether under the circumstances the alien should be granted an exemption 
from the provisions of the immigration laws through the enactment of this bill 
involves a question of legislative policy concerning which this Department prefers 
not to make any recommendation. 

Yours sincerely, 
Peyton Forp, 
Deputy Altorney General 

Congressman Donald L. Jackson, the author of the bill, appeared 
before a subcommittee of the Committee on the Judiciary of the 
House of Representatives and urged the enactment of the bill. 

The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (H. R. 2408) should be enacted. 


CO) 








geile Calendar No. 506 


82D Conditess t SENATE Report 
No. 523 


ais tB8e ssion 


— SraaanaeaenaD en oanaboespe suiemnsonsnsennesnsenasenonseeans 


MRS. MARYANNA BOPPEL 


JULY 9 (legislative day, JUNE 27), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 2455] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 2455) for the relief of Mrs. Maryanna Boppel, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to grant permanent residence in the 
United States to Mrs. Maryanna Boppel. The bill provides for an 
appropriate quota deduction and for the payment of the required 
visa fee and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 43-year-old native and citizen of 
Poland who was admitted to the United States for permanent resi- 
dence on May 1, 1921. In 1939 a warrant for her deportation was 
issued on the ground that she had been found practicing prostitution 
subsequent to her entry into the United States. She is presently 
married to a United States citizen and is taking care of two of her 
sister’s children, one 13 years of age and one about a year old. The 
evidence establishes that she has effected a complete reformation 
and rehabilitation and that her deportation would seriously affect 
her foster children and her husband. 

A letter dated August 23, 1950, to the chairman of the Committee 
on the Judiciary of ‘the House of Representatives from the Deputy 
Attorney General with reference to H. R. 5892, which was a bill 


< 
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introduced in the Eighty-first Congress for the relief of the same 
alien, reads as follows: 
Avuaust 23, 1950. 
Hon, EMaNuEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


My Dear Mr. CuarrMan: This is in response to your request for the views 
of the Department of Justice relative to the bill (H. R. 5892) for the relief of 
Mrs. Maryanna Boppel, an alien. 

The bill would authorize and direct the Attorney General to cancel deportation 
proceedings against Mrs. Maryanna Boppel, of Buffalo, N. Y. It would also 
provide that Mrs. Boppel shall not again be subject to deportation by reason of 
the same facts upon which such deportation proceedings were instituted. Section 
2 of the bill would provide that in the administration of the immigration and 
naturalization laws Mrs. Boppel shall be considered as having been lawfully 
admitted for permanent residenee as of the date of her last entry into the United 
States upon payment of the required visa fee and head tax. Section 3 would 
provide for the deduction of one number from the nonpreference category of the 
appropriate immigration quota. 

The records of the Immigration and Naturalization Service of the Department 
of Justice indicate that this alien is a native and citizen of Poland, having been 
born in Potok Ozoruw, Poland, on October 12, 1907. She was admitted to the 
United States for permanent residence at the port of New York on May 1, 1921, 
accompanied by her mother, Franciska Mysinska. A warrant of arrest in depor- 
tation proceedings was issued against her on December 28, 1938, on the ground 
that she had been found practicing prostitution subsequent to her entry into the 
United States. In the course of a hearing which was granted Mrs. Boppel, it 
developed that on September 9, 1933, she had been arrested for unlawful entry 
and placed on probation, that on September 13, 1934, she was convicted of petit 
larceny and sentenced to serve 6 months in prison, and that on December 13, 
1938, she was convicted in Buffalo, N. Y., on a charge of offering to commit an act 
of prostitution and was sentenced to 30 days in prison. 

On March 25, 1939, under section 19 of the Immigration Act of February 5, 
1917, a warrant of deportation was issued on the ground that Mrs. Boppel had 
been found practicing prostitution subsequent to her entry into the United States. 
Execution of the warrant was held in abeyance because of the war and because 
of the alien’s inability to obtain a Polish passport. However, the issuance of the 
passport was authorized on July 21, 1948, and preparations were made to execute 
the warrant of deportation. A motion for a rehearing was then made by the 
alien in order that the record might show that she had married a United States 
citizen on August 26, 1944. That motion was denied. 

The records further disclose that in early childhood illness left the alien with a 
rather serious physical deformity. At the age of 15 years she began doing domes- 
tic work and intermittently continued with this type of employment until 1938. 
From 1939 until 1944 she was steadily employed at various hospitals in New York 
State. On August 26, 1944, she married a United States citizen, as indicated 
above, and she is presently rearing two of her sister’s children, one 13 vears of age 
and one 12 months of age. No adverse information relating to Mrs. Boppel 
since 1938 has been discovered. Rather, her employers, her husband, and her 
neighbors have indicated that she is a hard worker, a good housekeeper and 
neighbor, and a devoted wife. It is asserted in her behalf that she has effected a 
complete reformation and rehabilitation, and that the execution of the outstanding 
warrant of deportation would result in extreme hardship to her foster children and 
her husband. 

The quota of Poland, to which Mrs. Boppel is chargeable, is oversubscribed and 
an immigration visa is not readily obtainable for that reason. However, if an 
immigration visa were readily obtainable, it would be of no avail inasmuch as 
she is inadmissible to the United States under section 3 of the Immigration Act 
of 1917 as a person who has been convicted of crimes involving moral turpitude, 
to wit: prostitution and larceny. Moreover, she is not eligible for suspension of 
deportation under section 19 (c) of the Immigration Act of 1917, as amended, 
because she is deportable upon one of the grounds mentioned in section 19 (d), 
i. €., practicing prostitution subsequent to her entry into the United States. 





MRS. MARYANNA BOPPEL 3 


Whether or not this bill should be enacted constitutes a question of legislative 
policy concerning which this Department prefers not to make any recommenda- 
tion. 

Yours sincerely, 
Peyton Forp, 
De put 4 Attorney General. 


Congressman Edmund P. Radwan, the author of the bill, appeared 
before a subcommittee of the Committee on the Judiciary of the House 
of Representatives and submitted the following letter from the hus- 
band of the beneficiary of the bill: 

Representative EpmMuNnp P. Rapwan. 

Dear Str: The International Institute has informed me that you have ir 
duced a new bill for Mrs. Mary Boppel. I ean’t find words enough 
my appreciation for what vou are doing for us, Mr. Radwan. I love my wife and 
would do anything I could to help her. Since I was discharged from the Army we 
have both worked hard to get our home together. My wife had worked at the 
Millard Fillmore Hospital for the duration of the war. 

We now have a legally adopted daughter 2% years of age. We have had her 


itro- 


since she was 1 month old. We have a very happy home life. 
I have been employed ever since I was discharged (September 1945). 
My wife has had infantile paralvsis leaving her left foot twisted and causing her 
to walk on the side of her foot. If anything was to happen to her, I don’t thir 


i K 


I would want to carry on, Mr. Radwan. She is a good housewife and a good 
mother to our adopted daughter. I get a hollow feeling in my stomach every time 
I think of ail this. 

Mr. Radwan, everything vou do for us will be remembered and appreciated. 
I have 9 years’ peacetime service and 314 vears’ wartime service. Regular Army 
and all. ITenlisted. Thanking vou again, I remain 

JosepH W. Boppet. 

The files of the Committee on the Judiciary of the House of Repre- 
sentatives also contain the following information concerning the. 
beneficiary of the bill, submitted by the International Institute of 
Buffalo: 

INTERNATIONAL INSTITUTE OF BuFFALO, N. Y., INc., 
Buffalo 2, N. Y., March 9, 1941. 

Re Mrs. Maryvanna Boppel, nee Mysienska, also known as Mary Mvysinska and 

Mary Myrek, Central Immigration Office File No. 56002/588, Buffalo, Immi- 

gration Office File No. BD/347(1&D). 
Hon. Francis E. WATER, 

Chairman, Subcommittee on Immigration and Naturalization 
House Office Building, Washington, D. C. 

Dear Str: We are writing you at the suggestion of Congressman Edmund P. 
Radwan, who as you know introduced a bill, H. R. 2455, on February 6, 1951, in 
behalf of Mrs. Maryanna Boppel. Previously, bill H. R. 5892 was introduced 





\ 
by former Congressman Chester C. Gorski, on November 20, 1950, but we were 
notified that no action would be taken on private bills during the close of that 
session. 

Mrs. Boppel was born on October 12, 1909, in Wlonice, Poland. She was legally 
admitted to the United States on May 1, 1921, when she came to join her father, 
Simon Mysienski with her mother, Frances Mysienska and her sister, Josephine. 
The family was of simple peasant stock frugal and hard-working people. 

Because of a deformity in early childhood, which left her with a slight limp, 
Mrs. Boppel was unable to attend school regularly. She was about 15 years old 
when she started to work, doing mainly domestic work. Although her earnings 
were very meager, Mrs. Boppel has maintained herself and was never a recipient 
of public relief. During the depression, when her father was out of work, she 
helped him materially as much as she could, while he was living in the home of his 
married daughter. 

In 1926 Mrs. Boppel applied for her declaration of intention. However, 
because of her limited schooling and the educational requirements, she did not 
file petition for her citizenship. 
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On September 8, 1933, Mrs. Boppel was first arrested, charged with unlawfully 
entering a building. The charge was reduced to petit larceny and she was 
sentenced on September 9, 1933, to Albion State Training School, Albion, N. Y. 
However, sentence was suspended and she was put on probation for 1 year. 

Her second arrest occurred on January 13, 1934, when she was charged with 
grand larceny, first degree, reduced to petit larceny and was sentenced to the 
Erie County Penitentiary for 6 months. She was arrested again on September 
13, 1934, charged with petit larceny. She was sentenced to serve 6 months in 
the Erie County Penitentiary. : 

On June 9, 1987, Mrs. Boppel was arrested and charged with violation of 
section 887-1 CCP, and was given a suspended sentence of 6 months and placed 
on probation for 3 years. Mrs. Boppel’s last arrest occurred on December 4, 
1938, under the name of ‘Mary Myrek, when she was charged with violation of 
section 887—4+ CCP, and was sentenced to serve 30 days in the Erie County Peni- 
tentiary. However, the last charge is the only charge used in the deportation 
warrant proceedings. 

Mrs. Boppel’s arrests occurred during the years of unemployment and depres- 
sion, and this fact undoubtedly was a contributing factor in her situation as well 
as lack of training, education, and guidance. In 1938, Mrs. Boppel secured steady 
employment and worked continuously until after her marriage. 

Mrs. Boppel met her husband while working at the Children’s Hospital, where 
Mr. Boppel was also employed. While on a furlough, during his service in the 
United States Army, the couple were married on August 26, 1944, in St. Gerard’s 
Church, Buffalo, N. Y. Mr. Joseph William Boppel, born on March 7, 1906, in 
Buffalo, N. Y., served in the United States Army from July 23, 1942, being honor- 
ably discharged on September 14, 1945. Previous to this, Mr. Boppel served in 
the Regular Army tor 12 years. He has been employed as a foreman in the Lang’s 
Bakery since May 1947. The couple are compatible and are leading a happy 
married life. Mrs. Boppel is considered by her husband to be a loyal and faithful 
wife and a good homemaker. They occupy a comfortably furnished six-room 
home, which we found, on our many visits, to be very neatly kept by Mrs. Boppel, 
who has been deprived of home life because of the death of her mother. She is 
very happy to have a home of her own and takes a great deal of pride in earing 
for it. Although the couple have no children of their own, they are fond of those 
belonging to Mrs. Boppel’s only sister, and help to care and provide for them. 
Mr. and Mrs. Boppel were permitted to adopt Mary Ann, born on December 16, 
1948, the youngest child of Mrs. Boppel’s sister. After carefully conducted 
investigation by the Erie County probation office, an adoption order was signed 
on February 17, 1950, by Judge Leslie Robinson. 

Because of Mrs. Boppel’s arrests, and a 1-day visit to Crystal Beach, Ontario, 
Canada, in the summer of 1926, Mrs. Boppel was deemed deportable. On Febru- 
ary 9, 1939, deportation to Poland was ordered, but because of the war, the 
deportation was not effected and the case was not completed. 

On October 15, 1948, the Immigration and Naturalization Service reopened the 
case at which time a motion was filed with the Board of Immigration Appeals, 
and Mrs. Boppel asked that, because of her marriage to a United States citizen 
her deportation be canceled. This motion was denied on November 15, 1948. 

Later, Mrs. Boppel was referred to our office by the Immigration and Natural- 
ization Service for assistance and, since the case was considered meritorious, a 
brief was filed with the United States Department of Justice, Washington, D. C., 
presenting a social history in behalf of Mrs. Boppel and petitioning that the order 
of deportation in her case be reconsidered. However, this request was denied on 
June 22, 1949. 

We feel that Mrs. Boppel would experience unusual hardship should she be 
deported to Poland. She has not been in Poland since May 1921 and has no 
relatives in that country. She also does not believe in the communistie system of 
government and since she has spent many years in the United States and is a 
good Roman Catholic, she feels that undoubtedly she will be subject to persecu- 
tion. For the past 12 years, Mrs. Boppel has led a good moral life. Deportation 
would result in extreme hardship for her husband who was born in the United 
States and a veteran of World War II, also for their adopted child. 

During the years we have known Mrs. Boppel, we have found her to be an 
honest, simple person who is attached to the principles of democracy, has never 
been involved in any political activity and knows no other country but the United 
States, where she has lived practically all her life. 


~_ 
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We understand that there is no relief for Mrs. Boppel, except for a private bill 
to cancel her deportation. Due to the many favorable factors in the case, we 
shall appreciate your cooperation and kind assistance in this matter. 

Respectfully yours, 
(Mrs.) ExisaBetH G. PONAFIDINE, 
Executive Secretary. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (H. R. 2455) should be enacted. 


© 
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EASING OF LAWS RELATING TO PAROLE 


JULY 9 (legislative day, JUNE 27), 1951 Ordered to be printed 


McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 3455) 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 3455) to amend section 4202 of title 18, United States Code, 
relating to parole of Federal prisoners, having considered the same, 
reports favorably thereon without amendment and recommends that 
the bill do pass. 

PURPOSE 


The purpose of the proposed legislation . to equalize the applica- 
tion of the parole statutes to all types of Federal prisoners. 


STATEMENT 


The section of the Criminal Code which the bill would amend (18 
U.S. C. 4202) provides that a Federal prisoner, other than a juvenile 
delinquent, serving a definite term or terms of over 1 vear, whose 
record shows that he has observed the rules of the institution ip which 
he is confined, may be released on parole after serving one-third of 
such term or terms or after serving 15 years of a life sentence. The 
bill would amend the provision in the following respects: 

(1) It would add to juvenile delinquents who are now excepted 
from the statute a second excepted class, namely, youth offenders 
committed under Public Law 865 of the Eightv-first Congress 
approved September 30, 1950, which provided for a new method 
of treating convicted offenders under the age of 22 vears as an 
alternative in the discretion of the court to previous methods of 
eement. 

(2) It would permit the parole of prisoners serving a term or 
terms of over 180 days instead of limiting parole to offenders 
committed for more than 1 vear as does the present statute. The 
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opinion is rather generally held by persons who are acquainted 
with the Federal parole system that it would frequently be desir- 
able to grant parole to prisoners serving less than a vear. Witness, 
for example, the anomaly that a person sentenced for conviction 
of a felony to 1 year and a day may be released on parole after 
having served only 4 months, while a person sentenced to a 
year for conviction of a misdemeanor must serve the entire 
year less good-time deductions, or about 10 months, before 
being released. Of course a comparable anomaly would exist 
if the period were reduced to 180 days, as this bill proposes, but 
the committee has been advised that it generally requires a period 
of several months’ observation before the authorities can deter- 
mine the degree of rehabilitation that would warrant the parole of 
a prisoner. The Board of Parole estimates that enactment of 
such an amendment would probably increase their workload by 
about 2,000 cases annually, but the committee believes that the 
equities offered by the change are paramount in importance to the 
slight addition to the problem of administration of the parole laws. 
(3) It would make prisoners sentenced to imprisonment of over 
45 vears eligible for consideration of parole after serving 15 years 
to conform with the minimum period of eligibility for life prison- 
ers. The present inflexible rule that a prisoner sentenced to a 
definite term must serve one-third of his sentence to become eli- 
gible for parole seems unjust in its application to prisoners sen- 
tenced for more than 45 years because a prisoner serving a life 
sentence becomes eligible in 15 years. Thus, under the present 
law, . prisoner sentenced to a total of 60 years on a charge less 
severe in its nature than homicide, will have to serve 20 years 
before becoming eligible for parole, while a person sentenced to 
life for homicide becomes eligible for parole after serving 15 years. 
While there are only 43 Federal prisoners at present who are 
serving sentences in excess of 45 years, the committee believes 
the amendment desirable as removing a patent discrimination. 

It is stated in House Repori No. 387, Eighty-second Congress, 
that the legislation is favored by the Bureau of Prisons, the Board of 
Parole, the Department of Justice, the American Prison Association, 
the National Probation and Parole Association, and the Prison Asso- 
ciation of New York, and the committee believes that approval of 
this legislation will constitute a forward step in the rehabilitation of 
Federal prisoners. 

Attached hereto and made a part of this report is a letter from the 
Deputy Attorney General addressed to the Speaker of the House of 
Representatives relating to the bill. 


Marcu 14, 1951. 
The SPEAKER OF THE House OF REPRESENTATIVES, 
Washington, D. C. 

My Dear Mr. Speaker: The Department of Justice recommends the enact- 
ment of legislation to modify the parole provisions of title 18, United States Code. 

Section 4202 of title 18, United States Code, provides that a Federal prisoner, 
other than a juvenile delinquent, wherever confined and serving a definite term 
or terms of over 1 year, may be released on parole after serving one-third of such 
term or terms or after se rving 15 years of a life sentence. At present there are 
approximately 40 Federal prisoners who are serving sentences of over 45 years 
each. It seems inconsistent to deny to such"prisoners the same parole privilege 
as is provided for prisoners serving life sentences. Accordingly, it is the recom- 
mendation of the Department of Justice that section 4202 be amended so as to 
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make prisoners serving sentences of over 45 years eligible for parole after serving 
15 years of their respective sentences. 

The same section of title 18 restricts eligibility for parole to prisoners serving 
definite terms of over 1 year. This appears to be an arbitrary classification, for 
many prisoners convicted of the commission of a felony are serving terms of | 
year and less. It frequently happens that such prisoners respond so well to the 
rehabilitation program that their release becomes most desirable. Yet, because of 
the present restriction against the release of such prisoners on parole, they are con- 
tinued in confinement for the full terms of their sentences. This leads to the anom- 
alous result of having a prisoner sentenced to 1 year and 1 day eligible for release 
after serving 4 months, while a prisoner whose offense and record warrants his re- 
ceiving a sentence of less than | vear is require to serve his full term. Accordingly, 
the Department of Justice suggests that section 4202 be further amended to pro- 
vide that all prisoners serving terms of over 180 days shall be eligible for parole. 
One hundred and eighty days is selected as the determinative period so that the 
prison authorities may have ample opportunity to evaluate and classify the 
prisoner before the Board of Parole may release him. 

It is also considered advisable to amend section 4202 further so as to provide a 
means of effecting the reduction of a prisoner’s sentence in a deserving case when 
one-third of the sentence has not been served and release on parole is thereby 
prohibited. Aside from the saving which would inure to the Government as a 
result of such accelerated release, it is the view of this Department that such a 
provision would be of great benefit to the rehabilitation program pursued in the 
Federal prison system. There have been numerous cases of prisoners who have 
learned their lesson, have made an outstanding response to the prison rehabilita- 
tion program, end would, in all probability, have made good law-abiding citizens 
if released at the proper time, but, as a result of delay in effecting their release 
until one-third of their sentences had been served, became poor parole risks by 
the time their eligibility date arrived. Congress has already recognized acceler- 
ated releases as an important factor in the rehabilitation of delinquents and 
committed youth offenders. Section 203 (ce) of title 24 of the District of Columbia 
Code authorizes the District Board of Parole to apply for a reduction in the 
minimum of an indeterminate sentence in any case in which the Board feels that a 
prisoner has become a good parole risk. Such provision is further evidence of the 
acknowledgement of the Congress of the advantages of the enlightened approach 
to the parole problem as herein suggested. 

Finally, it seems appropriate while making the afore-mentioned amendments, to 
provide for vouth offenders committed for treatment pursuant to the Federal 
Youth Corrections Act (Public Law 865, 8Ist Cong.), the same exception from 
the application of section 4202 as is presently provided with respect to juvenile 
delinquents. The release of committed youth offenders is provided for in the 
Federal Youth Corrections Act. 

There is attached for vour consideration a draft of a measure which would 
effectuate the foregoing recommendations. 

The Director of the Bureau of the Budget has advised that there is no objection 
to the submission of this proposal. 

Yours sincerely, 
Peyton Forp, 
De P ity Attorne y Gene ral. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 

§ 4202. Prisoners eligible 


(a) A Federal prisoner, other than a juvenile delinquent or @ committed youth 
offender, wherever confined and serving a definite term or terms of over one 
[vear] hundred and eighty days, whose record shows that he has observed the 
rules of the institution in which he is confined, may be released on parole after 
serving one-third of such term or terms or after serving fifteen years of a life 
sentence or of a sentence of over forty-five years. 


O 
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>MRS. MARGARETE KATHARINA METZ 


JULY 9 (legislative day, JUNE 27), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 3665] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 3665) for the relief of Mrs. Margarete Katharina Metz, having 
considered the same, reports favorably thereon without amendment 
and recommends that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to waive the excluding provisions of exist- 
ing law because of a conviction in Germany of a crime involving 
moral turpitude in behalf of Mrs. Margarete Katharina Metz, so as 
to permit her to enter the United States to join her United States 
citizen husband, who is an honorably discharged veteran of World 


War II. 


STATEMENT OF FACTS 


The beneficiary of the bill resides in Hanau, Germany, and is mar- 
ried to Iven Metz, a citizen of the United States and an honorably 
discharged veteran of World War II. In 1936 she was convicted of 
the crime of theft in the county court at Hanau, Germany. 

The pertinent facts:in the case are set forth in the following letter 
dated March 27, 1951, from the American consul general, Frankfurt, 
Germany, to the author of the bill, Congressman Robert L. Ramsey: 

THe Foreicn Service OF THE UNITED States OF AMERICA, 
AMERICAN CONSULATE GENERAL, 
Frankfurt-on-the-Main, Germany, March 27, 1951. 
Hon. Rospert L. Ramsay, 
House of Representatives. 

My Dear Mr. Ramsay: I am in receipt of your letter of February 12, 1951, 
relative to your interest in the immigration visa application of Mrs. Margarete 
Katharina Metz, residing at 17A Industrieweg, Hanau, Hessen, Germany. 
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Congressman Ramsey appeared before a subcommittee of the 
Committee on the Judiciary of the House of Representatives and sub- 
mitted the following letter in support of the bill: 


MowunpsvI.ue, W. Va., December 14, 1950. 
Re application for visa Margaret Metz. 
AMERICAN CONSULATE, 
Frankfort on the Main, Germany. 

Dear Str: Iven Metz, the husband of the above-named Margaret Metz has 
been a resident of this county for 35 years. He has never been arrested for 
any offense and bears a good reputation. I understand that his wife was arrested 
for petit larceny in Germany in 1936 and that fact has occasioned the refusal of 
her application. The fact that the crime of petit larceny is a misdemeanor and 
the further fact that this woman has apparently never been convicted of any 
other offense would lead me to believe she could become a worthy citizen of this 
country. I assure you that the commission of the criminal offense above referred 
to will not be objectionable to the local authorities under the circumstances. 

tespectfully yours, 
Joun K. CHASE, 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (H. R. 3665) should be enacted. 


O 
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RITA V. L. FLAHERTY 


JULY 9 (legislative day, JUNE 27), 1951.—Ordered to be printed 
; J ] 


McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 3950] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 3950) for the relief of Rita V. L. Flaherty, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that. the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to pay the sum of $101.62 
to Rita V. L. Flaherty, of Dorchester, Mass., in full settlement of all 
claims against the United States for reimbursement of cost of travel 
from Dorchester, Mass., to Sweetwater, Tex., while under official 
orders to report for Women’s Air Force Service Pilot training, which 
training was terminated while the claimant was en route to Sweet- 
water, Tex., as a result of administrative action based on recommenda- 
tions of Members of the House of Representatives. 


STATEMENT 


Mrs. Rita V. L. Flaherty applied for and was accepted for training 
in the Women’s Air Force Service Pilot Command. The letter which 
was dispatched by the commanding general, Army Air Forces, on 
June 7, 1944, contained the statement that “Sufficient allowance 
should be made for possible delays as transportation difficulties will 
not be accepted as an excuse for late arrival.’”’ The statement further 
required her to report at 10 a. m., 30th of June 1944. 

In order to comply with the letter of the commanding general, Mrs. 
Flaherty left her home in Boston, Mass., prior to June 26, 1944, the 
date on which a telegram from the commanding general of the Army 








2 RITA V. L. FLAHERTY 


Air Forces was dispatched canceling the previous notification. 
Mrs. Flaherty did not learn of the cancellation of her orders until after 
her arrival in Sweetwater, Tex. 

The Department of the Army, in its report on a bill for the relief of 
this same claimant in an earlier Congress, stated that it was the view 
of that Department that Mrs. Flaherty should be reimbursed by the 
United States for the expenses which she incurred in compliance with 
official orders. 

The committee believes that inasmuch as Mrs. Flaherty was ordered 
to a training center at her own expense with the reasonable expectation 
of receiving training, and since she was denied such training, she should 
be reimbursed for the expenses which she incurred. Consequently, 
it is the recommendation of the committee that this legislation be 
favorably considered. 

Attached hereto and made a part of this report is the report of the 
eer of the Army (at that time the War Department) referred 
to above. 


War DEPARTMENT, 
Washington, July 16, 1945. 
Hon. Dan R. McGeues, 
Chairman, Committee on Claims, 
House of Representatives. 


Dear Mr. McGeuer: The War Department is opposed to the enactment of 
H. R. 2532, Seventy-ninth Congress, a bill for the relief of Rita V. L. Flaherty, 
in its present form. 

This bill would authorize and direct the Secretary of the Treasury to pay ‘‘to 
Rita V. Lynch Flaherty, of Dorchester, Mass., the sum of $221, in full settlement 
of all claims against the United States for reimbursement of the cost of travel 
from Dorchester (Boston), Mass., to Sweetwater, Tex., while under official orders 
to report for Women’s Air Force Service Pilot training, which training was termi- 
nated while the claimant was en route to Sweetwater, Tex., as a result of ad- 
ministrative action based on recommendations by Members of the House of 
Representatives.” 

The Department, however, would have no objection to the enactment of the 
bill if it should be amended as hereinafter recommended. 

Mrs. Rita V. Lynch Flaherty, having made application for Women’s Air Force 
service pilot training, was accepted for such training on June 7, 1944, on which 
date a letter from the commanding general, Army Air Forces, was dispatched to 
her, reading in pertinent part as follows: 

“Your application for admission to the women’s flying training program has 
received favorable consideration. 

“You are requested to report at your own expense at 10 a. m., June 30, 1944, 
to the commanding officer, Two Thousand Five Hundred and Sixty-third Army 
Air Forces Base Unit, Avenger Field, Sweetwater, Tex. Sufficient allowance 
should be made for possible delays, as transportation difficulties will not be 
accepted as an excuse for late arrival. * * #* 

“Please acknowledge receipt of these instructions and your intention to report 
as requested. Failure to acknowledge intention to report or to submit, within 
10 days after entrance date, valid reason why it was impossible to report, auto- 
matically cancels vour application for entrance to women’s flying training.” 

Mrs. Flaherty, by letter dated June 12, 1944, acknowledged receipt of these 
orders and indicated her intention to report on June 30, 1944. On the evening 
of June 26, 1944, the commanding general, Army Air Forces, dispatched a tele- 
gram to Mrs. Flaherty, addressed to her at her home address, which reads as 
follows: 

“Due to recent recommendations of House Civil Service Committee and un- 
favorable action of House of Representatives on WASP bill your orders to report 
for WASP training June 30, 1944, are canceled; postdated letter follows from 
Cochran.” 

It appears, however, that Mrs. Flaherty, in compliance with the travel orders 
dated June 7, 1944, departed from Boston, Mass., by train prior to June 26, 1944, 
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for Sweetwater, Tex., and that she did not learn of the cancellation of her orders 
to report for training until after her arrival in Sweetwater. 

It appears that a reasonable allowance for the cost of transportation and inci- 
dental expenses in connection with Mrs. Flaherty’s trip from Dorchester, Mass., 
to Sweetwater, Tex., would be the sum of $101.62 ($66.72 for railroad fare ; $13.90 
for pullman berth; $18 for mezls; and $3 for taxi fares). Mrs. Flaherty was 
flown back to Boston from Sweetwater by the Air Transport Command, Army 
Air Forces, without cost to her. 

The evidence clearly establishes that Mrs. Flaherty departed from Dorchester, 
Mass., for Sweetwater, Tex., in compliance with official orders prior to the time 
she received notice of the cancellation of such orders and that the expenditure of 
the costs of transportation and incidental expenses incurred by her was not due 
to any fault or disregard of official communications on her part. It was reason- 
able for Mrs. Flaherty to expect that in consideration of her travel to Sweetwater, 
Tex., and the expenses incident thereto she would receive the training for which 
she had been previously ordered to report. Inasmuch as she was not given such 
training, it is the view of the War Department that the United States should 
reimburse her for the cost of her transportation from Dorchester, Mass., to 
Sweetwater, Tex., and for the incidental expenses which she would reasonably 
have incurred as a result of such travel. The evidence establishes that a reason- 
able allowance for such cost and expenses would be the sum of $101.62. Accord- 
ingly, the War Department would have no objection to the enactment of the bill 
if it should be so amended as to provide for an award to Mrs. Flaherty in said 
amount of $101.62. 

For the purpose of accuracy it is recommended that the initial ‘“L.’’ in the 
title of H. R. 2532 be changed to ‘‘Lynch.” 

The Department made similar reports on H. R. 5316, Seventy-eighth Congress, 
a bill for the relief of Ruth Burkholder Coble; H. R. 5394, Seventy-eighth Con- 
gress, a bill for the relief of Margaret Gudzin; and H. R. 5403, Seventy-eighth 
Congress, a bill for the relief of Margaret M. Meersman. 

The fiscal effect of the bill is manifest. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
Rosert P. PAtTrerson, 
Acting Secretary of War, 


O 
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HERBERT H. HELLER 


JULY 9 (legislative day, JUNE 27), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany 38. 76] 


The Committee on the Judiciary, to which was referred the bill 
(S. 76) for the relief of Herbert H. Heller, having considered the same, 
reports favorably the ‘reon with an amendment and recommends that 
the bill, as amended, do pass. 


AMENDMENT 


On lines 6 and 7 strike the following: ‘‘his last entry into the United 
States’? and insert in lieu thereof the following: “the enactment of 
this Act” 

PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of per- 
manent residence in the United States to Herbert H. Heller. The 
bill provides for an appropriate quota deduction and for the payment 
of the required visa fee and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 28-vear-old native of Austria and last 
a citizen of Palestine. He last ente ‘red the United States on March 
11, 1946, as a student to attend the Case School for Applied Science, 
Cleveland, Ohio, from which he graduated in 1950. He is presently 
emploved by the Bird Electronic Corp., of Cleveland, Ohio, where his 
work is stated to be necessary in the field of certain scientifie de- 
velopment. 

A letter dated May 2, 1951, to the chairman of the Senate Com- 
mittee on the Judiciary from the Deputy Attorney General, with 
reference to the case reads as follows: 
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May 2, 1951. 
Hon. Pat McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 76) for the relief of Herbert H. 
Heller, an alien. 

The bill would provide that, for the purposes of the immigration and naturaliza- 
tion laws, Herbert H. Heller shall be considered to have been lawfully admitted 
into the United States for permanent residence as of the date of his last entry into 
this country, upon payment of the required visa fee and head tax. It would also 
direct the Secretary of State to instruct the quota-control officer to deduct one 
number from the appropriate immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Herbert H. Heller was born in Austria on May 27, 1923, and that he 
resided in Austria until October, 1938, when he emigrated to Palestine, now 
Israel. He was last a citizen of Palestine, prior to the establishment of the State 
of Israel, where he remained until his departure for the United States in February 
1946. Arriving in the United States on March 11, 1946, he was admitted as a 
student under section 4 (e) of the Immigration Act of 1924, to attend the Case 
School for Applied Science, at Cleveland, Ohio. He was then in possession of a 
nonquota immigration visa which was issued on February 18, 1946 in Jerusalem. 
Subsequently, he filed an application for adjustment of his immigration status 
under section 4 of the Displaced Persons Act of 1948, such action being denied 
on January 17, 1951, on the ground that he had not established his inability to 
return to Austria because of persecution within the meaning of section 4 of that 
act. 

The alien attended Case Institute until his graduation in January of 1950, and 
the period of his stay in the United States was to expire on March 10, 1950. Sub- 
sequently he pursued courses at the Cleveland College and has been accepted for 
graduate work at the Illinois Institute of Technology, Chicago, Ill. He has stated 
that his original intention was to return to Palestine upon completion of his elec- 
trical engineering course, but now desires to remain permanently in the United 
States. He has said that in 1938 his parents arranged for his emigration from Aus- 
tria to Palestine because of the persecution of persons of his race following the Ger- 
man invasion of Austria in March 1938; that as a Jew he was barred at Vienna in 
July of 1938 from continuing studies at a technical school within the borders of 
the German Reich; and that he proceeded to Palestine with a group of children, 
arriving at Haifa on October 10, 1938, the group being sent to a settlement in 
Nahalal, Palestine, for agricultural training. In 1942, in Tel Aviv, he rejoined 
his parents, who had followed him to Palestine, and was employed in Palestine 
until coming to the United States. He made application for Palestinian citizen- 
ship in 1945. He has resided continuously in the United States since his admission 
in 1946 except for a 1-day trip to Canada in June 1948, as a member of a student 
group on a required inspection tour of the Niagara Falls power station. His 
parents reside in Israel and are citizens of that country. While studying at the 
Case Institute he worked part-time as a draftsman and has stated that he still 
does work of that type. He has received scholarship loans in the amount of 
$3,600, which he expects to repay. He has an aunt living in New York City. 

The quota of Austria, to which the alien is chargeable, is oversubscribed and an 
immigration visa is not readily obtainable. The record, however, presents no 
facts which would justify enactment of special legislation granting him a prefer- 
ence over other persons chargeable to the same quota. 

Accordingly, this Department is unable to recommend enactment of the bill. 

Yours sincerely, 
Peyton Forp, 
Deputy Attorney General, 


Senator Robert A. Taft, the author of the bill, has submitted the 
following information in connection with the case: 


STATEMENT OF HerpertT H. HELLER 


I was born in Vienna, Austria, on May 27, 1923. There I attended grade school, 
the first 4 years of high wchool (gymnasium) and 1 of 5 years of technical high 
school (electrical engineering). In March 1938 the Germans invaded and 
annexed Austria, and though I completed the first technical high-school year 
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successfully, I was barred from further studies within the German Reich as a 
non-Aryan. 

After my parents’ property and stores had Deen taken by the Germans, and 
after we had unsuccessfully tried to locate my uncle in Cleveland, I was sent to 
Palestine through the aid of the American Hadassa movement. My parents 
followed 8 months later in May 1939 via a refugee transport. 

In Palestine I spent 4 years in the country, working partly under Hadassa 
supervision with agricultural machinery and as an electrician. I started extension 
studies as soon as was feasible, transferred to Tel Aviv and accepted a position 
as draftsman. Through on-the-job training and evening studies I advanced to 
assistant engineer and as such was assigned supervision of war contracts by the 
British Control of Manpower. In 1944 I passed a governmental extension ex- 
amination and was subsequently matriculated from the University of London 
in the first division. 

To complete my theoretical training I applied for admission to three American 
universities and was accepted by all. Since I had no valid traveling document for 
a 4 year visa, I applied for a British passport and after all formalities had been 
settled, came to the United States in March 1946. ; 

I graduated from Case Institute of Technology with honors in January 1950, 
after aregular 4 year undergraduate course. I specialized in electrical engineering 
with heavy emphasis on electro-acoustics, an uncrowded but essential field. How- 
ever, this specialization is of litthe use anywhere except in the highly advanced 
American industry. 

The following is in response to the five specific questions asked in connection 
with 8. 3951: 

Question No. 1. 


I entered the United States on March 11, 1946 as a student under section 4 (e) 
of the Immigration Act of 1924, having been admitted to Case School of Applied 
Science (now Case Institute of Technology) in Cleveland. The purpose of my 
entry was completion of studies leading to an engineering degree on a 4-year visa. 
Port of entry was New York, N. Y. and the boat was the N. Y. U. Victory. 
Question No. 2. 


At present, while awaiting the outcome of my adjustment of status case, I am 
doing odd jobs and continuing studies from technical literature to increase my 
understanding of electro-acoustics principles. 

Question No. 8, 


I started my own recording service in 1949. In order to support myself I now 
continue work in this field as available. Last year I also trained and assisted an 
American friend in setting up his own studio in Washington, D. C. As soon as, 
and if, permanent residence is granted, I intend to accept a position with a firm 
in my field, since junior engineers with my training are now in constantly increas- 
ing demand, 

Question No. 4. 


I am not at present or ever was in the past engaged in activities injurious to 
the public interest, American or otherwise. My major interests in life are my 
parents and a career in engineering and to build a new home in a free country. 


Question No. 5. 


As evidenced by reports from: (a) the Inspector General of the Palestine 
Police Force; (b) from the Cleveland Police authorities; (c) the Identification 
Division of the FBI. I have never been convicted of an offense under any Federal 
or State law. These reports are attached to records of two hearings accorded 


me by the Immigration and Naturalization Service under my DP application 
No. DP-4966. 
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Brrp EvLectrronic Corp., 
Cleveland 14, Ohio, June 8, 1951. 
Reference: Private bill S. 76, Herbert H. Heller: 
Senator Roperr A. Tart, 
United States Senate, Senate Office Building, 
Washington, D. C. 
(Attention: Mr. J. D. Williams, legislative counsel.) 


My Dear Senator: Your letter of April 26 is gratefully acknowledged. It 
seems desirable to further substantiate the brief facts on subject as outlined in 
our previous correspondence. 

This company is currently engaged to 85 percent of capacity production in 
turning out test equipment for use with electronics equipment of the armed 
services. As to the importance of test equipment in this field, we believe this 
is well known to you but we would like to cite recent press releases attributed to 
Dr. Edward U. Condon, Director of The National Bureau of Standards. Dr. 
Condon’s statement was to the effect that during World War II we never fully 
realized the potential of radar gear, primarily due to lack of adequate test equip- 
ment. It is therefore of utmost importance that we design and supply the armed 
services with such equipment. 

Mr. Herbert H. Heller, during the period of his employment with this company 
has been doing excellent design work on the video aspects of a peak-reading r-f 
wattmeter for use in determining output of pulsed transmitters. The Air Force 
and the Navy are informed of our efforts along this line and strongly encourage 
continued effort in this respect. Mr. Heller has shown good progress on this 
project and we would like very much to have the assurance that he will be per- 
mitted to continue his work. The end result, we feel sure, will be of benefit to 
our country in the technical battle to keep ahead of our enemies. 

There is ample evidence everywhere in this field that the worst threat to our 
program is the serious shortage of trained engineering personnel. Mr. Heller has 
the advantage of a good engineering education and, while not indispensable, we 
do not know of a replacement at this time and it would require much time and 
effort on our part to locate another engineer. Since this is a pioneering field, it is 
highly doubtful if a replacement would be located with the experience he has 
accumulated. 

As to the position of this company in the electronics field, we have specialized 
in test gear since starting in business in 1942. Our volume for the past 3 years 
has averaged $500,000 per year and it appears that we will produce at a $750,000 
rate this year. We are prime contractors to the Navy Department and the Air 
Force and currently hold prime contracts with these services as follows: 


NAVY DEPARTMENT 


Office and Contract Number v a Product 


Bureau of Ships, Washington, D. C 
NOBSR 5212 
NOBSR 43272) 
NOBSR 52114> 
NOBSR 82115 

Aviation Supply Office, Philadelphia, Pa 
N383s—40284 _ - 


$70,000 | R-F wattmeters. 


$125,000 | Antennas, ship- 
board. 


$60,000 | Antenna, aircraft. 


DEPARTMENT OF THE AIR FORCE 


Wright-Patterson Air Force base, Dayton, Ohio: 
A F-33(038)8226 : : | $95,000 | Antennas, aircraft. 


Our current backlog of unfilled business approaches $500,000 and nearly all 
orders have a military end use. Our products are primarily used in industry for 
production testing of such important electronics gear as the ARC-27 Aircraft 
Radio Transceiver, GRC-27 Transceiver, TDZ and MAR transmitters and a 
host of other radio and radar equipments. We are currently negotiating with 
the Navy Department on contracts for r-f wattmeters and antennas to the extent 
of $350,000 which we expect to be awarded shortly. 


HERBERT H. HELLER 5 


We fully believe that your action in sponsoring this bill and furthering the 
cause of citizenship for this man is to the interest of the country, primarily as a 
help to the defense effort. Further than that, we feel that Mr. Heller exhibits 
other characteristics which will help him develop into a good citizen. 

Sincerely, 


J. R. Brrp, President. 
The bill has been amended to conform with the policy of the 
committee in granting permanent residence in the United States to 
an alien as of the date of the adjustment rather than as of the date 
of last entry into the United States. 
The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 76), as amended, should be enacted. 


O 
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REC ORDING THE LAWFUL ADMISSION FOR PERMANENT 
RESIDENCE OF CERTAIN ALIENS 


JULY 9 (legislative day, JUNE 27), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


EPORT, 
[To accompany 8. 100] 


The Committee on the Judiciary, to which was referred the bill 
(S. 100) to record the lawful admission for permanent residence of 
certain aliens, having considered the same, reports favorably thereon 
with an amendment in the nature of a substitute and recommends 
that the bill, as amended, do pass. 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 


That for the purposes of the immigration and naturalization laws, Maria Luisa 
Ajuria Lazpita, Maria Isabel Albizuri Aguirre, Maria Ignacia Arregui Urbieta, 
Aurora Eduarda Jauregui Gorozarri, Maria Begona Landaburu Azcue, Josefa 
Martinez Viqueira, Elvira Echevarria Goicoechea, Pastora Inchausti Susarragui, 
Jesusa Unzala E guidazu, Gaudencia Fernandez Carton, Casilda Gomez Martinez, 
Victoriana Egues Saizar, Maria Blanca Ganchegui Alcorta, Benita Justa Izaguirre 
Zabalegui and Teodora Jimenez Buey shall be held and considered to have been 
lawfully admitted to the United States for permanent residence as of the date of 
the enactment of this Act, upon payment of the required visa fees and head taxes. 
Upon the granting of permanent residence to such aliens as provided for in this 
Act, the Secretary of State shall instruct the proper quota-control officer to deduct 
the required numbers from the appropriate quota or quotas for the first year that 
such quota or quotas are available. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of per- 
manent residence in the United States to 15 C atholic nuns. Provision 
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is made for appropriate quota deductions and for the payment of the 
required visa fees and head taxes. 


STATEMENT OF FACTS 


The beneficiaries of the bill are all natives and citizens of Spain 
with the exception of Maria Begona Landaburu Azcue, who is pre- 
sently a national of Cuba. They are all Roman Catholic nuns who 
entered the United States as students and who are presently studying 
at the College of St. Teresa, Kansas City, Mo., as well as being em- 
ployed in Our Lady of Mercy Home for the aged in that city. 

A letter dated November 27, 1950, to the chairman of the Senate 
Committee on the Judiciary from the Deputy Attorney General with 
reference to S. 3843, which was a bill introduced in the Eighty-first 
Congress for the relief of the same aliens, reads as follows: 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE Deputy ATTORNEY GENERAL, 
Washington, November 27, 1950. 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in repsonse to your request for the views of the 
Department of Justice concerning the bill (S. 3843) to record the lawful admission 
for permanent residence of certain aliens. 

The bill would direct the Attorney General to record the lawful admission for 
permanent residence in the United States of Maria Luisa Ajuria Lazpita, Maria 
Isabel Albizuri Aguirre, Maria Ignacia Arregui Urbieta, Aurora Eduarda Jauregui 
Gorozarri, Maria Begona Landaburu Azcue, Josefa Martinez Viqueira, Elvira 
Echevarria Goicoechea, Pastora Inchausti Susarregui, Jesusa Unzalu Eguidazu, 
Gaudencia Fernandez Carton, Casilda Gomez Martinez, Victoriana Egues Saizar, 
Maria Blanca Ganchegui Alcorta, Benita Justa Izaguirre Zabalegui, and Teodora 
Jimenez Buey as of the respective dates of their lawful temporary entry. The bill 
would further direct the Secretary of State to instruct the quota-control officer 
to deduct one number for each alien from the appropriate immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the aliens are Roman Catholic nuns and are all natives and citizens 
of Spain, with the exception of Maria Begona Landaburu Azcue, who is a national 
of Cuba. The aliens entered the United States at the port of New York, New 
York, as students under section 4 (e) of the Immigration Act of 1924. 

The record refiects that the 15 beneficiaries of the instant bill are taking full 
courses of study of at least 12 hours at the College of St. Teresa, Kansas City, 
Mo., and are employed in Our Lady of Mercy Home for the aged in that city. 
The nuns do all the laundry, cooking, and serving in connection with the operation 
of the home. They are furnished room and board, and also receive expense al- 
lowances in connection with the continuation of their school work. Though 
each of the aliens stated that she was interested in securing permanent residence 
in the United States, she further stated that upon completion of her school work 
and return to normal conditions throughout the world, she intended to depart 
from the United States to her normal field of work as a missionary. The file 
discloses the following additional information with respect to the individual 
aliens: r 

Maria Luisa Ajuria Lazpita, was born on June 19, 1922,in Amorebieta, Viscaya, 
Spain, and entered the United States on September 24, 1946. She secured 
extensions of her stay until September 23, 1950. 

Maria Isabel Albizuri Aguirre, was born in Axpe Marzano, Viscaya, Spain, on 
June 17, 1919. She entered the United States on September 24, 1946, and re- 
ceived extensions of stay until September 23, 1950. 

Maria Ignacia Arregui Urbieta, was born in Azpeitia, Guipuzcoa, Spain, on 
May 28, 1906. She entered the United States on September 24, 1946, and received 
extensions of stay until June 3, 1950. 

Aurora Eduarda Jauregui Gorozarri, was born on October 13, 1906, in Fuen- 
terrabia, Guipuzcoa, Spain. She entered the United States on September 24, 
1946, and received extensions of stay until September 23, 1950. 
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Maria Begona Landaburu Azcue, was born in Bilbao, Viscaya, Spain, on May 
16, 1917. It appears that she is a national of Guba, having a Cuban passport 
issued at Kansas City, Mo., on May 16, 1949. She was admitted to the United 
States on September 24, 1946, and has received extensions of stay until March 
15, 1951. 

Josefa Martinez Viqueira, was born in Santiago de Compostela, Coruna, Spain, 
on March 13, 1912. She entered the United States on September 24, 1946, and 
has secured extensions of her temporary stay until September 13, 1950, 

Elvira Echevarria Goicoechea, was born on September 28, 1916, in Zumaya, 
Giupuzcoa, Spain. She entered the United States on March 6, 1947, and has 
received extensions of her stay until November 25, 1950. 

Pastora Inchausti Susarregui, was born July 1, 1918, in Tenteria, Guipuzeoa, 
Spain. She entered the United States on March 6, 1947, and received extensions 
of stay until November 25, 1950. 

Jesusa Unzalu Eguidazu, was born February 13, 1919, in Mugica Olaeta, Alava, 
Spain. She entered the United States on March 6, 1947, and has received 
extensions of her stay until November 25, 1950. 

Gaudencia Fernandez Carton, was born on October 25, 1916, in Tordehumos, 
Valladolid, Spain. She entered the United States on August 12, 1948, and has 
secured extensions of stay until February 18, 1951. 

Casilda Gomez Martinez, was born on August 1, 1921, in Ona, Burgos, Spain. 
She entered the United States on August 12, 1948, and has secured extensions of 
her stay until February 18, 1951. 

Victoriana Egues Saizar, was born on March 22, 1927, in Tolosa, Guipuzcoa, 
Spain. She entered the United States on September 25, 1949, and has secured 
extensions of stay until June 28, 1951. 

Maria Blanea Ganchegui Aleorta, was born on August 26, 1927, in Tolosa, 
Guipuzeoa, Spain. She entered the United States on September 25, 1949, and 
has secured extensions of stay until June 28, 1951. 

Benita Justa Izaguirre Zabalegui, was born on April 10, 1921, in Hernani, 
Guipuzcoa, Spain. She was admitted to the United States on September 25, 1949, 
and has secured extensions of stay until June 27, 1951. 

Teodora Jimenez Buey, was born in Xavier, Navarra, Spain, on January 14, 
1927. She entered the United States on September 25, 1949, and has secured 
extensions of stay until June 28, 1951. 

The quota of Spain, to which these aliens are chargeable, is oversubscribed and 
immigration visas are not readily obtainable. The record presents no facts, 
however, which would justify granting them exemptions from the requirements 
of the general immigration laws. 

Accordingly, the Department of Justice is unable to recommend enactment of 
the bill. 

Yours sincerely, 
PEYTON Forp, 
Deputy Attorney General. 


Senator James P. Kem, the author of the bill, has submitted 
numerous statements and letters concerning the beneficiaries of the 
bill and the work they are doing in Kansas City, among which are 
the following: 


STATEMENT BY BisHop O’Hara or Kansas City 


MISSIONARIES OF OUR LADY OF MERCY OF BERRIZ, SPAIN 


These Sisters had a number of schools and charitable institutions in the South 
Pacific, Japan, Okinawa, and elsewhere. They were of service to our soldiers in 
Okinawa in particular where Chaplain Arthur Tighe of Kansas City became ac- 
quainted with them, His men were devoted to the Sisters for their charity and 
kindness. With the coming of these islands under American interest and English 
language usage the sisters wished a place in the United States where the Mis- 
sionaries might be trained and educated in the American way of life to carry on 
their educational and charitable work in the South Pacific. For this purpose 
early in 1946 the general superior of the Missionaries of Our Lady of Mercy of 
Berriz, Spain, made representations to Bishop O’Hara of Kansas City coneerning 
opportunities for their Sisters to receive education in the United States and pro- 
ceed to their work in the Orient. Bishop O’Hara suggested that the Sisters 
come on student visas to St. Teresa College and Academy, Kansas City, Mo., to 
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secure their education. With the full cooperation of St. Teresa College this was 
done and six Sisters including Mother Josefina as superior who, though a Spanish 
citizen, was educated in Philadelphia and speaks English as a native, came on 
student visas September 24, 1946; three more came on March 6, 1947: two more 
on August 12, 1948; and four on September 25, 1949. All of these Sisters have 
enrolled in St. Teresa College and Academy and are pursuing their studies in 
the English language, American history, civics, and other subjects suitable for 
their work. They have need of further extension for their studies. 

Meanwhile the problem of the support and suitable work for these Sisters while 
they were pursuing their studies was discussed and as Bishop O’Hara was pro- 
posing to open a home for the aged at Ninth and Harrison Streets in a commodious 
fireproof hospital which had recently been purchased for that purpose, the Mis- 
sionary Sisters of Our Lady of Mercy volunteered to conduct this institution 
which they opened in 1947. Our Lady of Merey Home for the Aged is one of 
the most prized institutions for the aged in Kansas City and citizens of all classes 
are proud of its accomplishments. It cares for approximately, 60 aged persons 
in sickness as well as in health. 

This institution takes care of aged men and women without regard to religion 
or race. These 15 sisters are all devoted to their work. The recipients of their 
philanthropy are in the vast majority needy persons. To require these Sisters 
to leave the country would gravely injure an important charitable institution in 
Kansas City and deprive many institutions of education in the South Pacific of 
the opportunity of recruiting American trained teachers and social workers. 


CONGREGATION B’Nal JEHUDAH, 
Kansas City 3, Mo., May 14, 1951. 
COMMITTEE ON THE JUDICIARY, 
United States Senate, Washington 25, D. C. 


GENTLEMEN: Information has reached me that you will soon be considering 
Senate bill 100. It is my earnest hope that you will give it your full consideration 
and that you will repert it to the floor of the Senate for affirmative action. 

I know the work that is done by Mother Josephine and the Sisters of the Mis- 
sionaries of Our Lady of Mercy at the Home maintained at 914 East Ninth 
Street, Kansas City, Mo. Some of my own members have been resident in that 
home for the aged for many years and they speak with joy about the kindness 
and the efficiency of those who maintain the home and administer it. To me, it 
would be a great misfortune if these sisters were forced to leave the United States 
because their visas expire. Your committee has the full information concerning 
the reasons for their entrance into America and the conditions that brought them 
here. They are performing a service that would be impossible to replace and I 
hope the bill giving them permanent residence in the United States will soon pass 
the Senate and the House. I am sure that such action would receive the full 
approval and appreciation of the people of Kansas City. 

Sincerely yours, 
SAMUEL S. MAYERRERG, 
Rabbi, Congregation B'nai Jehudah. 





Kansas City 15, Kans., May 16, 1951. 
Senator Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


Dear Pat: As I understand it, Senate bill 100, introduced by Senator Kem 
of Missouri is either now or soon to be in your committee for consideration. 

1 understand further that this bill is a request for a group of some 15 Spanish 
sisters, specifically named in the bill, to establish permanent residence at Our 
Lady of Mercy Home, 924 East Ninth Street, Kansas City 6, Mo. 

These 15 sisters would form the permanent staff to take care of the home while 
others now in residence at the home would continue their residence there on 
students’ visas and later move on to the Pacific area as they finish their studies. 

These sisters came to Kansas City, Mo., in September 1946 from Saipan when 
this island of the South Pacific was made an air base for the United States Air 
Force. 

They have been doing an excellent job in managing a home for the aged, and 
at the same time continuing their studies to learn the English language and 
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American ways in order to carry on more effectively their work in the foreign 
missions now under American control, particularly Japan and the South Sea 
Islands. 

Since the management of the home for the aged cannot be efficiently carried 
on by a continually changing group of sisters, it is highly desirable that the group 
of 15 sisters mentioned in Senate bill 100 should be allowed to remain as a per- 
manent staff. 

I would like to join with others in this area in requesting that your committee 
give the bill in question prompt consideration and approval so that it can go to 
the Senate for an early vote. 

Thanks and best wishes. Hope to see you sometime when I’m in Washington. 

Sincerely, 


Harry DARBY 


KANSAS Ciry 6, Mo., Vie 119, 1951. 
Re Senate bill 100. 
COMMITTEE ON THE JUDICIARY, 
United States Senate, Washington 25, D. C. 


GENTLEMEN: An order of Spanish Sisters, Our Lady of Mercy, has organized a 
home for elderly people, regardless of religious denomination. I have been 
acquainted with this institution now for over 3 years—from two standpoints. 
First, | have been orthopedic consultant to these elderly people when the occasion 
has arisen and orthopedic consultant to the sisters when they sustained injuries 
or needed other medical and surgical attention in my field. Secondly, I have been 
acquainted with their work because my own mother-in-law has made her home 
with them. She is 80 years old and this home, where she has the companionship 
of her own age group, is the most satisfactory solution of her various problems 
that we have found to date. 

I am informed that some interpretation of the immigration laws endangers the 
work of this order in this country and that Senate bill 100 will grant citizenship to 
certain of these Spanish sisters who are carrying on this work. I feel that their 
work is a highly commendable enterprise and that Kansas City would lose a valu- 
able community service if they were forced to withdraw from their institution. I 
recommend that they be granted the necessary citizenship. 

Yours very truly, 
GARRETT PipKin, M. D 


CouNcIL OF SoctaL AGENCIES, 
Kansas City 6, Mo., May 21, 1951. 
COMMITTEE ON THE JUDICIARY, 
United States Senate, Washington, D. C. 


GENTLEMEN: I am writing to you on behalf of the board of directors for the 
Council of Social Agencies in regard to the sisters, who operate Our Lady of 
Mercy Home in Kansas City. 

The Council of Social Agencies is a voluntary association of 110 health, welfare, 
and civic organizations. We are engaged in study, planning, and action in the 
fields represented by our member organizations. 

For a number of years and at the present, we have a major interest in com- 
munity programs for the aged. Surveys have always indicated that we have an 
increasing shortage of facilities for low income persons, who need to live in an 
institution. These are people without families, capable of furnishing them care, 
or people who must have the services that can only be provided in a group care 
home. This is confirmed in a study of Kansas City’s aging population entitled 
“We All Grow Old.”” It was made by Community Studies, Inc. and was released 
in May 1951. 

Our board of directors is familiar with the fine building, equipment, policies 
and more particular with the consecrated work of the Missionaries of Our Lady 
of Mercy, who operate Our Lady of Mercy Home. This home is the only facility 
of its kind in the greater Kansas City area and is needed for 60 old people of 
modest means. It is used by persons of all religious faiths. We have much evi- 
dence of the need for more such homes. 

The only way that this home can function on its present basis, with low costs 
and low fees, is through the devoted work of these sisters, who serve the elderly 
without compensation. 
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At a meeting on May 18, 1951, our board was alarmed to learn that the immigra- 
tion authorivies have indicated that, due to quotas, the sisters will have to return 
to Spain. A decision was made by the Board to earnestly request that provision 
be made for the sisters to remain in the United States and thereby in Kansas 
City. They are helping to meet a major social problem. 

These good sisters are desperately required and we trust that through affirma- 
tive action on our request, the Committee on the Judiciary, and in turn Congress, 
will make provision for them to stay. 


Respectfully, 
Tuomas W, FETzER, 
Executive Secretary. 


O_p AMERICAN INSURANCE Co. 
Kansas City 6, Mo., May 23, 1951. 
COMMITTEE ON THE JUDICIARY, 
United States Senate, Washington 25, D. C. 

GENTLEMEN: We urge you to make permanent the visa for the 15 Missionary 
Sisters of Our Lady of Mercy proposed in Senate bill 100 introduced by Senator 
James A. Kem. 

Our interest is prompted by our knowledge of the grand work Our Lady of 
Mercy Home is doing in housing the aged in Kansas City. 

For many years our company has pioneered in life, accident and hospitalization 
insurance for older ages and now accepts people up to age 85. Our business 
experience in insuring over 130,000 people past 60 has made us aware of the 
problems of our aging population. 

It seems to us that it would be most unfortunate if these nuns were not permitted 
to continue their good work in a field that so much needs their help. 

We urge you again to favorably act on Senate bill 100. 

Sincerely, 
Louis B. McGeg, 
Secretary. 
The bill has been amended to conform with the policy of the com- 
mittee in granting permanent residence in the United States to an 
alien as of the date of the adjustment rather than as of the date of 
last entry into the United States. 

The committee, after consideration of all the facts in the case, is of 

the opinion that the bill (S. 100), as amended, should be enacted. 


O 
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JULY 9 (legislative day, JUNE 27), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany 8. 121] 


The Committee on the Judiciary, to which was referred the bill 
(S. 121) for the relief of Tryntje Bierema, having considered the same, 
reports favorably thereon with an amendment in the nature of a 
substitute and recommends that the bill, as amended, do pass. 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 

That for the purposes of the immigration and naturalization laws, Tryntje 
Bierema shall be held and considered to have been lawfully admitted to the United 
States for permanent residence as of the date of the enactment of this Act, upon 
payment of the required visa fee and head tax. Upon the granting of permanent 
residence to such alien as provided for in this Act, the Secretary of State shall 
instruct the proper quota-control officer to deduct one number from the appro- 
priete quota for the first year that such quota is available. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of perma- 
nent residence in the United States to Tryntje Bierema. The bill 
provides for an appropriate quota deduction and for the payment of 
the required visa fee and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 36-year-old native and citizen of 
the Netherlands who last entered the United States as a visitor on 
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December 2, 1947. She is presently taking care of Mrs. Winfred L. 
Ettesvold, who has been stricken with polio. 

A letter dated October 30, 1950, to the chairman of the Senate Com- 
mittee on the Judiciary from the Deputy Attorney General with ref- 
erence to S. 2972, which was a bill introduced in the Eighty-first 
Congress for the relief of the same alien reads as follows: 


OcToBER 30, 1950. 
Hon. Pat McCarran, 


Chairman, Committee on the Judiciary, 
United States Senate, Washington, DB. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 2972) for the relief of Tryntje 
Bierema. 

The bill would direct the Attorney General to record Tryntje Bierema as having 
entered the United States in December 1947 for permanent residence, and it 
would provide that she shall not be subject to deportation by reason of such entry. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Tryntje Bierema is a native and citizen of the Netherlands, having 
been born in that country on June 4, 1915 in Sexbierum. She entered the United 
States at the port of New York on December 2, 1947, when she was admitted for 
a temporary period of 6 months. After several extensions of her temporary 
stay she was finally granted until Apri! 1, 1950, within which to depart from the 
United States. Although she has return passage on the Holland American Line, 
Miss Bierema has not applied for a reservation. 

When interviewed by an officer of the Immigration and Naturalization Service, 
the alien stated that it was her intention at the time she came to the United 
States to remain only for a 6 months’ visit with relatives, but that she liked living 
in this country so well that it is now her intentjon to remain here permanently if 
possible. Miss Bierema is presently emploved as a housekeeper and nurse, re- 
ceiving her room, board and $25 a week. Her father is deceased. Her mother 
and two brothers reside in the Netherlands, and she has one brother residing in 
the United States. 

The quota for the Netherlands, to which the alien is chargeable, is oversub- 
scribed and an immigration visa is not readily available. Her case is similar to 
those of many other aliens who desire to enter this country for permanent resi- 
dence, but are unable to do so due to the oversubscribed condition of the quotas 
to which they are chargeable. The record in her case fails to present any justifi- 
cation for granting her a preference over such others by the enactment of the pro- 
posed measure exempting her from the quota requirements of our immigration 
laws. 

Accordingly, the Department of Justice is unable to recommend enactment of 
the bill. 

Yours sincerely, 
PEYTON Forp, 
Deputy Attorney General. 


Senator Homer Ferguson, the author of the bill, has submitted the 
following information in connection with the case: 


CALVIN CHRISTIAN REFORMED CHURCH, 
Grand Rapids 6, Mich., April 14, 1950. 
Hon. Homer FEerRGuson, 


United States Senate, Washington, D. C. 


My Dear Senator Fercuson: In response to your letter of the 6th I hope 
to give vou the necessary information concerning Miss Tryntje Bierema for the 
Senate Judiciary Committee in reply to their questions relative to your bill 8. 
2972. 

(1) The circumstances surrounding the entry of the person to the United States. 

Miss Bierema entered the United States from the Netherlands on December 
2, 1947, on a visitor’s visa, for the purpose of visiting her brother, Mr. Peter 
Bierema of Springfield, 8. Dak., and other relatives, including Mrs. Jacob De 
Vries of 1055 Crosby Street, NW, Grand Rapids, Mich. She was sponsored by 
her brother, Mr. Bierema. She was granted two 6-months extensions of her 
visa and an application for a third extension was made upon recommendation of 
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the St. Paul, Minn., office of the Immigration and Naturalization Service after 
they had encountered difficulty in obtaining passage for her return. While this 
application was pending she was visiting in Grand Rapids, Mich., with her cousin, 
Mrs. De Vries. Here the circumstances arose which led to further extensions of 
her visa and which are mentioned below. 
(2) The present activities of such person. 
Miss Bierema is at present caring for Mrs. Winfred L. Ettesvold, a victim of 
oliomyelitis, and this is the basis of our request for legislative action to enable 
Miss Bierema to remain in the country. Permit me to enlarge on this situation, 

Mrs. Ettesvold was stricken with polio in September of 1946 while living with 
her husband and child in Washington, D. C. Her husband, a captain in the Army, 
was also stricken with the disease at the same time and both were hospitalized in 
Walter Reed Hospital. Mr. Ettesvold made a good recovery, but Mrs. Ettesvold 
was left badly maimed. In August of 1947 she was transferred to the Blodgett 
Hospital of our city. As her pastor I have learned to know both the discouraging 
and pitiable condition of Mrs. Ettesvold and also the many problems that follow 
because of it, for her and her family. She was 31 years of age when taken ill. 

In April of 1948 she was moved to her home at 1149 Sigsbee Street, SE. At 
her best she has been out of the iron lung about 14 hours of the day. She can 
move her left hand and arm below the elbow, which gives her some movement and 
use of the arm, but greatly restricted because she cannot lift her elbow. There 
is very little movement in the right arm; she can turn her neck both ways a bit: 
that is all. Her health is very frail. In September of 1949 she was seriously ill 
with pneumonia and as a result has suffered a severe set-back; today she is able 
to be out of the respirator only 8 hours at a time 

You can imagine the tremendous burden of such an invalid—both for herself 
and those who care for her. The psychological factor becomes very real. She is 
subject to depression, and, although probably doing better than most people 
would under similar circumstances, becomes critical and irritable. 

The real problem has been securing adequate help in the home. From April 1948 
until August 1949 they had to change help eight times. The uncertainty of 
obtaining help which at times seemed almost impossible and the adjustment to 
the new help each time was a definite strain on the invalid. The difficulty is 
that the work is heavy and incessant. To properly tend Mrs. Ettesvold takes 
a lot of time, strength, and infinite patience. To place her in the iron lung always 
requires two people, so the nurse must be there. Then too, the daughter of 4 
needs the attention due such a child. In addition to this there is the management 
of the home. To find help for suck a position is very difficult, for such an individual 
must be physically strong, adept at caring for such an invalid, and willing to 
put up with the demands of the position. Coupled with all this is the problem 
of personality adjustments to either the patient or the child or both. 

In August of 1949 they were without help. At this time they learned of Miss 
Bierema, who came in to help out while efforts were made to secure someone. 
They were unsuccessful at the time, and meanwhile she proved to be the best help 
they had ever had. Mrs. Ettesvold has become attached to her, the child loves 
her, and she is an excellent practical nurse and housekeeper. She is a strong 
woman, able to do the work, has a pleasant disposition, and a willingness to be 
helpful. Other interested parties and I have seen the very real advantages to the 
Ettesvold home in having Miss Bierema with them and sincerely wish that she 
might remain to continue her unselfish work in this situation, a situation of un- 
usual hardship. No one knows how long Mrs. Ettesvold will live, and her life 
expectancy is naturally not long, nor how long Miss Bierema can continue this 
strenuous work, but it certainly will mean very, very much to this tragic family if 
she can continue her work forthem. A very real affection has developed between 
Mrs. Ettesvold and Miss Bierema. Very few could replace Miss Bierema in this 
trying situation. 


(3) How such person is presently earning a living, or whether dependent on some 
other person for support. 


Miss Bierema is earning her own living by caring for Mrs. Ettesvold as explained 
above. Her brother has been her sponsor and will continue to take 


all responsi- 
bility for her financially, I understand. 


(4) Whether or not such person is engaged in any activities, political or otherwise, 
injurious io the American public interest. 


None whatsoever, I am sure. 


4 TRYNTJE BIEREMA 


(5) Has such person been convicted of an offense under any Federal or State law, and 
if so, what offense. 


No, not to the best of my knowledge. 

I shall be very ready to give or obtain any additional information you need or 
esire. 
Thank you. 
Respectfully yours, 
CLARENCE BoomsMa. 

The bill has been amended to conform with the policy of the com- 
mittee in granting permanent residence in the United States to an 
alien as of the date of the adjustment rather than as of the date of 
last entry into the United States. 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 121), as amended, should be enacted. 


O 
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McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany 8. 168] 


The Committee on the Judiciary, to which was referred the bill 
(S. 168) for the relief of Helmuth Assmas Balthasar Russow and Volker 
Harpe, having considered the same, reports favorably thereon with an 
amendment in the nature of a substitute and recommends that the 
bill, as amended, do pass. 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 


1 
Assmas Balthasar Russow and Volker Harpe shall be held and considered t 
been lawfully admitted to the United States for permanent resid 
of the enactment of this Act, upon payment of the required visa fees and hx 
taxes. Upon the granting of permanent residence to such aliens as provi 

in this Act, the Secretary of State shall instruct the proper quota-control office 
deduct the required numbers from the appropriate quota 

year that such quota or quotas are available. 


That for the purposes of the immigration and naturalizati laws, Helm 


as ot the 


or quotas tor the 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of | 
manent residence in the United States to Helmuth Assmas Balth 
Russow and Volker Harpe. Provision is made for appropriate quota 
deductions and for the payment of the required visa fees and 
taxes. 


head 








2 HELMUTH ASSMAS BALTHASAR RUSSOW AND VOLKER HARPE 
STATEMENT OF FACTS 


The beneficiaries of the bill are 39- and 22-year-old natives and 
citizens of Estonia who arrived in the United States on July 9, 1949, 
after setting out from Malaga, Spain, in a small boat with Canada as 
their destination. After getting into distress they were picked up by 
the steamship Britannic and brought to New York City where they 
were excluded from admission into the United States as immigrants 
without proper documenis. They were subsequeniiy paroled under 
bond into the United States. They are refugees from Communist 
domination in Estonia. Mr. Russow is presently employed in a china 
painting laboratory in Setauket, Long Island, N. Y. Mr. Harpe is 
presently residing at a ranch near Sante Fe, N. Mex., with his cousin, 
who has assumed responsibility for Mr. Harpe. 

A letter dated April 4, 1950, to the chairman of the Senate Committee 
on the Judiciary from the Assistant to the Attorney General with 
reference to S. 2732, which was a bill introduced in the Eighty-first 
Congress for the relief of the same aliens, reads as follows: 


APRIL 4, 1950, 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 2732) for the relief of Helmuth 
Assmas Balthasar Russow and Volker Harpe, aliens. 

The bill would direct the Secretary of State to cause immigration visas to be 
issued to Helmuth Russow and Volker Harpe, now being detained on Ellis Island, 
permitting their immediate entry into the United States for permanent residence. 
It would also direct the Secretary of State, upon the issuance of such visas, to 
instruct the quota-control officer to deduct two numbers from the nonpreference 
category of the appropriate immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Messrs. Russow and Harpe are natives and citizens of Estonia, 
Mr. Russow having been born in Todva, Estonia, on January 15, 1912, and Mr. 
Harpe in Tartu, Estonia, on February 18, 1929. They entered the United States 
at the port of New York on the steamship Rritannic on July 9, 1949, having come 
from Paris, France. They stated that, with Canada as their destination, they 
sailed from Malaga, Spain, in a small boat owned by them and that because they 
were in a helpless state at sea they displayed distress signals and were picked up 
by the steamship Pritannic. Upon their arrival in this country they were ex- 
cluded as immigrants not in possession of immigration visas or passports. On 
October 14, 1949, the Board of Immigration Appeals dismissed their appeal 
from the exeluding decision. They were paroled, however, upon the posting of 
$500 delivery bonds, pending consideration of this bill and H. R. 6483. 

According to the aliens, both left Estonia for Germany in 1944, Mr. Russow 
stating that during the war he was employed by the Germans on a farm, and 
that he also worked as a chauffeur for a doctor. He further stated that he served 
in the Estonian Army in 1931 and 1932, that his wife and child are presently re- 
siding in the British zone of Germany and that they did not accompany him be- 
cause of the danger involved in the trip. Mr. Harpe stated that he is not married, 
that his parents are divorced, his father residing in the British zone of Germany, 
and his mother in the American zone, and that because of his youth he was not 
forced to do any work for the Germans during the War. Both aliens testified that 
they are farmers, that it was their desire to go to Canada to take up farming and 
that about 3 years ago they applied, without success, at Hamburg, Germany, 
for visa to enter Canada. According to the record, the aliens were afforded an 
opportunity since their arrival in this country to secure an immigration visa with 
which they might enter Canada, but they failed in their attempts. They both 
testified that they did not wish to return to Estonia because of the Russian dom- 


ination of that country. Both aliens stated that they last resided in France 
and proceeded to Spain because it was easier to travel by way of the Azores. 
Mr. Russow is presently employed in a china-painting laboratory in Setauket, 
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Long Island, N. Y., earning $35 a week. Mr. Harpe is presently residing with 
his cousin, Mr. Marcel de la Harpe, a legally resident alien and applicant for 
citizenship, at a ranch near Santa Fe, N. Mex. Mr. Marcel de la Harpe stated 
that he will assume responsibility for the maintenance of his cousin and in the 
spring will have employment for him on his ranch. 

The quota of Estonia, to which the aliens are chargeable, is oversubscribed for 
many years and immigration visas are not readily obtainable. The record fails, 
however, to present considerations sufficient to justify the enactment of special 
legislation granting them a preference over other nationals of Estonia who desire to 
enter this country for permanent residence. The aliens do not claim that they 
came to this country because they feared persecution in their last place of residence 
in Europe, both having stated that they resided in France and immediately prior 
to that, in Germany. The problem of nationals of Communist-dominated coun- 
tries coming to the United States without visas and seeking to enter for permanent 
residence without such documents has become a serious one. To date over 400 
persons have come to this country without proper documents claiming to be refugees 
fromthe Communists. It is also noted from the evidence in this case, that Canada 
has the same problem and has decided to take a firm stand and not permit such 
alleged regugees to enter that country without proper documentation. To enact 
this bill would encourage other aliens to come to the United States without the 
proper documents in the hope that, after arriving here, they would be able to have 
their status legalized. 

Accordingly. this Department is unable to recommend enactment of the measure. 

Yours sincerely, 
PEYTON Forp, 
The Assistant to the Attorney General. 


Senator William Langer, the author of the bill, has submitted the 

following letter in support of the bill: 
Detano & ALprRIcH, 
New York 16, N. Y., May 7, 1951. 
Hon. Wiiu1am LANGER, 
Senate Office Building, Washington, D. C. 

My Dear Senator: I hope vou will have time and patience to read this letter. 

A yong man named Helmuth Assmus Russow, of fine character and gerat 
ability, now working with my son in the latter’s laboratory at Setauket, Long 
Island, is facing deportation unless the private bill, 5. 168, introduced in the 
Eightv-second Congress by you and Representative Case of New Jersev, which 
has been postponed indefinitely by the Senate Committee on the Judiciary, is 
reintroduced. 

As you probably know, Russow escaped from Estonia, where his father had a 
large estate, when that countrv was occupied by the Russians in 1934; after work- 
ing for a time in Germany and France, he and a friend got a small boat, in which 
they sailed through the rivers and canals of France to the Mediterranean and out 
to the Atlantic; after 5 weeks at sea, they were nearly shipwrecked but, luckily, 
picked up by the steamship Britannic and brought to New York, where they were 
detained for 6 months on Ellis Island because they had no visas. Your bill gave 
a reprieve. Now Russow’s time is up and, according to a letter he has just 
received from the Immigration and Naturalization Service, he must leave our 
country —with none other to go to, unless the bill is reintroduced. 

I know this young man and can vouch for him. He is just the tvpe to make a 
fine and useful citizen. Would you be willing to reintroduce this bill? 

I am sending a copy of this letter to Representative Case. 

I am, 

Very hopefully and respectfully yours, 
Wma. Apams DELANO 

The bill, as originally introduced, would have directed the issuanc: 
of visas to the aliens, and it is the policy of the Senate Committee on 
the Judiciary to recommend such bills for enactment. The bill has 
therefore been amended to grant an adjustment of status to the bene- 
ficiaries of the bill. 

The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 68), as amended, should be enacted. 


© 
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Wir MoPaneas, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany 8. 269} 


The Committee on the Judiciary, to which was referred the bill 
(S. 269) for the relief of Nicholas Papaeconomou, having considered 
the same, reports favorably thereon with an amendment and recom- 
mends that the bill, as amended, do pass. 


AMENDMENT 


On line 7, strike the following language: “his last entry into the 
United States,” and insert in lieu thereof the following: ‘‘the enactment 
of this act,” 

PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of perma- 
nent residence in the United States to Nicholas Papaeconomou. The 
bill provides for an appropriate quota deduction and for the payment 
of the required visa fee and head tax. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 37-vear-old native and citizen of 
Greece who last entered the United States as a visitor on Januar y 19, 
1947. He is presently employed in his brother’s cheese manufa¢ turir 
business at Hinesburg, Vt. It is stated that it would be exceeding ly 
dangerous for the beneficiary to be returned 5 Greece. 

A letter dated January 31, 1950, to the chairman of the Senate 
Committee on the Judiciary from the Assistant to the Attorney 


we 
\ 
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General, with reference to S. 2501, which was a bill introduced in the 
Eighty-first Congress for the relief of the same alien, reads as follows: 


JANUARY 31, 1950. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 2501) for the relief of Nicholas 
Papaeconomou, an alien. 

The bill would provide that Nicholas Papaeconomou shall be considered to 
have been lawfully admitted to the United States for permanent residence as of 
the date of his last entry, upon payment of the required visa fee and head tax. 
It would also direct the Secretary of State to instruct the quota-control officer 
to deduct one number from the nonpreference category of the appropriate 
immigration quota. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Nicholas Papaeconomou is a native and citizen of Greece, having 
been born in Tripolis, Greece, on September 23, 1913. He entered the United 
States at the port. of New York by plane on January 19, 1947, when he was 
admitted as a temporary visitor for business for 6 months under section 3 (2) 
of the Immigration Act of 1924. He was granted extensions of his temporary 
stay until July 1, 1948, and thereafter a warrant of arrest in deportation pro- 
ceedings was issued against him on September 21, 1948. At the hearing on the 
warrant he submitted an application for suspension of deportation, stating that 
he had married an American citizen on February 13, 1948, and claiming that 
she was dependent upon him for support. At the same hearing his wife testified 
that if he were deported he would lose his earning power and she would then 
have to support him, which situation would result in a serious economic detri- 
ment to her. At a later hearing the wife stated that she was suing the alien for 
divorce, that he had not contributed to her support, that they had not lived 
together as husband and wife since their marriage in February 1948, and, further, 
that she would not be affected economically if he were deported. The presiding 
inspector recommend that the alien’s application for suspension of deportation 
be denied and that he be deported to Greece at Government expense. Further 
action, however, was ordered held in abevance pending consideration of this bill. 

The files further reflect that Mr. Papaeconomou is employed in his brother’s 
cheese manufacturing business at Hinesburg, Vt., earning $69 a week. His wife 
is employed as hostess in a cafe, earning $75 a week. The record shows that the 
alien has submitted an application for adjustment of his status under section 4 of 
the Displaced Persons Act of 1948. An affidavit filed by two residents of Tripolis, 
Greece, indicates that he was active in the cause of the Allies during the late war, 
and also in forming and commanding groups opposed to communism. 

The quota of Greece, to which the alien is chargeable, is oversubscribed for 
several years and a quota immigration visa is not readily obtainable. The record, 
however, fails to present considerations sufficient to justify the enactment of special 
legislation granting him a preference over the many other aliens abroad who are 
awaiting an opportunity to enter this country for permanent residence. 

Accordingly, this Department is unable to recommend enactment of the measure. 

Yours sincerely, 
PrYTON Forp, 
The Assistant to the Attorney Ceneral. 


Senator George D. Aiken, the author of the bill, has submitted the 
following letter and affidavit in connection with the bill: 


UNITED StaTEs SENATE, 
April 6, 1951. 
Hon. Pat McCarran, 
Chairman, Judiciary Committee, 
United States Senate, Washington, D. C. 

Dear Par: I am enclosing affidavit, in duplicate, of Mr. Fotis Papaeconomou 
of Burlington, Vt. 

I wish to file this in support of my private bill, S. 269, for the relief of Mr. 
Nicholas Papaeconomou, who is in the United States on a speciai visa, and for 
reasons of security has asked that he be allowed to remain. 

Mr. Fotias Papaeconomou has come to the United States under the displaced 
persons program applicable to citizens of Greece. From the experiences of him- 
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self and other members of the family who were in Greece he indicates by this 
affidavit that it would be dangerous for Nicholas Papaeconomou to return to 
Greece. He will come before the committee for questioning in this respect, if the 
committee will hear him. 

In view of the conditions which I am given to understand Mr. Nicholas Papae- 
conomou would meet were he to return to his former home I trust that the bill 
may have the favorable consideration of the committee. 

Sincerely yours, 
G. D. AIKEN. 
AFFIDAVIT 
STATE OF VERMONT, 
Chittenden County, ss: 

I, Fotis Papaeconomou, being 41 years of age and presently residing in the city 
of Burlington, county of Chittenden and State of Vermont, on oath depose and 
say: 

I arrived in the United States on December 2, 1950, from Athens, Greece. 

That I am the brother of Nicholas Papaeconomou for whom I am making this 
affidavit. 

My brother Nicholas Papaeconomou served in the National Army during World 
War II and fought for the allied cause against the Italians and Germans. He also 
fought with the Greek Nationalists against the Communists and as the result of 
this latter activity should he return to Greece, his life would be in serious danger. 

Prior to my leaving Greece, inquiry was made of me by high officials of the 
Communist Party as to the whereabouts of my brother, Nicholas Papaeconomou. 

During the fight between the Communists and the Nationalists, three members 
of our family was put to death by the Communist forces and much property was 
destroyed by fire. 

It is my opinion that his return to Greece would bring about his death. 

Nicholas Papaeconomou is a highly specialized cheese maker and has been doing 
experiments in dairy work ever since he has been in the United States. It would 
appear to me that he could well serve this country in the agricultural field. 

Foris PAPAE( ONOMOU. 


I, Andreas Moisis, of Burlington, Vt., read the above statement which was sub- 
scribed and sworn to by Fotis Papaeconomou, to Fotis Papaeconomou in Greek 
and he stated to me that all facts stated therein are true. The oath was given to 


him through me by Joseph 8. Wool, notary public. 
ANDREAS Molsts. 


The above affidavit by Fotis Papaeconomou which was translated to him in 
Greek by Andreas Moisis was subscribed and sworn to by the said Fotis Papae- 
conomou through Andreas Moisis of Burlington, Vt., who is well known to me as 
a Greek citizen of the United States of America. 

[SEAL] JOSEPH S. Woo., 

Notary Public. 

Commission expires February 10, 1953. 

The bill has been amended to conform with the policy of the com- 
mittee in granting permanent residence in the United States to an 
alien as of the date of the adjustment rather than as of the date of 
the last entry into the United States. 

The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 269), as amended, should be enacted. 


O 
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McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany 8. 810] 


The Committee on the Judiciary, to which was referred the bill 
(S. 810) for the relief of Howard I. Smith, having considered the 
same, reports favorably thereon with an amendment and recommends 
that the bill, as amended, do pass. 


AMENDMENT 


On page 1, line 7, strike the figure ‘630’ and insert in lieu thereof 
the figure ‘585’. The purpose of the proposed amendment is ex- 
plained in the statement following. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to pay the 
sum of $585 to Howard I. Smith of Washington, D. C., in full satis- 
faction of his claim against the United States for reimbursement for 
financial losses sustained by him, including the abandonment of his 
personal property and forfeiture of advance rental payment, as an 
employee of the Economic Cooperation Administration in Shanghai, 

China. The losses were occasioned by the hasty evacuation of 
Shanghai in the face of the advancing Communist armies in May 
1949. 

STATEMENT 


Howard I. Smith was employed by the Economic Cooperation 
Administration on February 7, 1949, and was assigned as Deputy 
Controller of the Economic Cooperation Administration Mission to 
China in that same month. 
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In April 1949, the ECA Mission to China was removed from 
Shanghai (where Mr. Smith was stationed) with the exception of a 
small special task force. The claimant was among those who remained 
in Shanghai. However, the claimant was later instructed to leave on 
very short notice and to take with him a number of highly important 
records. The haste of his mission did not allow him sufficient time 
to take care of his personal property. Consequently, he was forced 
to leave certain household supplies and personal clothing. The 
instant legislation would reimburse him for the personal property 
which he lost and for a portion of an advance rental payment which 
he had paid. 

The Economic Cooperation Administration has submitted a report 
to the committee on this proposed legilsation which states that agency 
has no objection to the enactment of this bill. The Department of 
Justice and the Department of State concur. 

The committee has been informed that claims similar to that of Mr. 
Smith involving State Department personnel are considered admin- 
istratively by the Department of State and recommended to the Con- 
gress for payment. However, the Economic Cooperation Admin- 
istration has informed Mr. Smith that his claim could not be consid- 
ered administratively by that agency. The Department of State 
in its consideration of claims of this nature has established a claims 
board which passes upon the merit and amount of the claims, but 
actual payment is effected by means of a private bill covering a group 
of such cases. The committee is informed that two of the items for 
which this claimant has sought reimbursement would not be allowable 
if he were an emplovee of that department. The committee does not 
believe that Mr. Smith should receive reimbursement for items, pay- 
ment for which would not be granted to persons of similar plight who 
were employed by the State Department. However, the committee 
does believe that this claimant is entitled to equal treatment with those 
employed by the Department of State and it therefore is the recom- 
mendation of the committee that the bill, as amended, be favorably 
considered. 

Attached to and made a part of this report is the report of the De- 
partment of Justice on this bill. The report of the Economic Coopera- 
tion Administration and the Department of State are contained in the 
committee files on this bill and in view of the similarity of those re- 
ports with that submitted by the Deparment of Justice, it is not con- 
sidered necessary to reprint them here. 


DEPARTMENT OF JUSTICE, 
OFrFIceE OF THE Deputy ATTORNEY GENERAL, 
Washington, June 5, 1951, 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice concerning the bill (S. 810) for the relief of Howard I. 
Smith. 

The bill would provide for payment of the sum of $630 to Howard I. Smith, of 
Washington, D. C., in full satisfaction of his claim against the United States for 
reimbursement for financial losses suffered by him, including the abandonment of 
his personal property and forfeiture of advance rental payment, as an employee 
of the Economic Cooperation Administration from Shanghai, China, ordered by 
the United States State Department in May 1949. 
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In compliance with your request, reports were obtained from the State De- 
partment and the Economic Cooperation Administration. According to those 
reports, which are enclosed, it appears that claimant entered on duty with the 
Economic Cooperation Administration on February 7, 1949, and arrived in 
Shanghai, China, in February 1949 where he was assigned as Deputy Controller 
of the ECA Mission to China. Because of the advances of the Communist Army 
toward Shanghai, the ECA Mission to China was removed to Canton in April 
1949 with the exception of a small special task force. Claimant was amont those 
who remained in Shanghai. On or about May 17, 1949, he was ordered to leave 
Shanghai for Canton and to take with him a number of bighly important records. 
Due to the emergency of the situation he was given very short notice and there- 
fore did not have the opportunity to attend adequately to his personal affairs. 

The State Department notes that the decision to curtail ECA operations at 
Shanghai and to evacuate personnel was taken in conformity with its general 
instructions to the Embassy at Nanking authorizing the issuance of evacuation 
travel orders whenever the officer in charge determined that the city in which 
the post was located was threatened by Communist occupation. It states that 
although the American Consulate General at Shanghai was not closed until 
April 25, 1950, the staff had been considerably reduced the previous year. It 
further states that the situation deteriorated rapidly after most of the ECA staff 
was evacuated from Shanghai in April 1949, and the city was occupied by the 
Communists about May 26, 1949. The report observes that apparently the 
ECA found it necessary to abolish Mr. Smith’s position and ordered him to 
leave on evacuation orders by the first available transportation. 

The Department of Justice concurs with the State Department and the Econ- 
omic Cooperation Administration in interposing no objection to the enactment 
of the bill. 

The Director of the Bureau of the Budget has advised this office that there 
would be no objection to the submission of this report. 

Yours sincerely, 
PrytTon Foro, 
Deputy Attorney General. 


O 
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Ar Eiiinieun from the Committee on the Judiciary, submitted 
; the following 


REPORT 


[To accompany 8. 1133] 


B The Committee on the Judiciary, to which was referred the bill 
(S. 1133) for the relief of Sophie Strauss, having considered the same, 
reports favorably thereon with an amendment and recommends that 
the bill, as amended, do pass. 


AMENPBMENT 


On line 11 strike the period and insert in lieu thereof the following: 


: Provided, That there be given a suitable bond or undertaking approved by the 
Commissioner of Immigration and Naturalization, in such amount and containing 
such conditions as he may prese ribe, as a guaranty against the said Sophie Strauss 
becoming institutionalized at public expense or otherwise becoming a public charge. 


PURPOSE OF THE BILL 


‘The purpose of the bill, as amended, is to grant the status of per- 
manent residence in the United States to Sophie Strauss. Provision 
is made for an appropriate quota deduction and for the payment of 
the required visa fee and head tax. The purpose of the amendment 
is to insure that the alien will not become a public charge. 


STATEMENT OF FACTS 


The beneficiary of the bill is a 73-year-old native and citizen of 
Germany who was last admitted to the United States in 1943 as a 
visitor for the purpose of securing hospitalization. Miss Strauss is 
mentally retarded and she is being cared for by her brother and sisters 
who are all citizens of the United States. 
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A letter dated September 27, 1950, to the chairman of the Senate 
Committee on the Judiciary from the Acting Deputy Attorney 
General with reference to S. 3408, which was a bill for the relief of 
the same alien and reported favorably by the Senate Committee on 
the Judiciary in the Eighty-first Congress, reads as follows 


DEPARTMENT OF JusTICE, 
Washington, D. C., September 27, 1950. 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 3408) for the relief of Sophie Strauss, 
an alien. 

The proposed legislation would provide that, in the administration of the 
immigration laws, Sophie Strauss, who was admitted to the United States on a 
temporary visa, shall be deemed to have been lawfully admitted to the United 
States for permanent residence as of the date of her last entry into the United 
States, on the payment of the required visa fee and head tax. Section 2 of the 
measure would direct the Secretary of State to instruct the quota-control officer 
to deduct one number from the nonpreference category of the proper immigration 
quota. 

The records of the Immigration and Naturalization Service of this Department 
show that the alien is a single person who is a native and citizen of Germany, 
having been born in Boedigheim on April 17, 1877. The Board of Immigration 
Appeals, on October 13, 1943, authorized the temporary admission of Miss 
Strauss for a period of 1 year for hospitalization and treatment under the authority 
contained in the ninth proviso of section 3 of the Immigration Act of 1947. 
Such admission was conditioned upon the filing of a $1,000 public charge, treat- 
ment, and departure bond. She was admitted at the port of Miami, Fla., on 
April 5, 1944, as a temporary visitor under section 3 (2) of the Immigration Act 
of 1924, for a period of 1 year. She has been granted numerous extensions of her 
stay, the last of which expired on May 1, 1950. According to a report received 
from the alien’s former physician, Dr. A. Katzenstein, Miss Strauss is suffering 
from congenital feeble-minde dness, and she has the mental behavior of a 10-year- 
old child. She is being cared for by two sisters and one brother in New York 
City. The diagnosis made by Dr. Katzenstein has been confirmed by Dr. 
Schwerdtfeger who is now taking care of the alien. Dr. Schwerdtfeger stated 
that the alien is in good physical condition but classified her as having a mental 
age of 8or9 years. He also stated that he does not anticipate any further mental 
deterioration that would require hospitalization, and that the alien is well cared 
for by her brother and two sisters with whom she resides. 

It appears that Miss Strauss’ brother, William Strauss, of 90 Riverside Drive, 
New York City, is a man of some means and is willing and able to provide neces- 
sary financial assistance for the support of the alien. There is nothing in the 
record to indicate that the alien or her brother and sisters, with whom she resides, 
are not of good character. 

Because Miss Strauss is mentally defective, she is necessarily excludable under 
section 3 of the Immigration Act of 1917. The first category of section 3 of that 
act includes “‘idioties, imbeciles, feeble-minded persons, epileptics, and insane 
persons.’’ Miss Strauss’ case is similar to cases of other aliens who are exclud- 
able from the United States for the same or similar reasons and who have close 
relatives living in this country. The record presents no facts which would 
justify granting the alien a preference over such other aliens and the waiving of 
the provisions of section 3 of the Immigration Act of 1917, which provisions were 
enacted by the Congress for the protection of the American people. 

Accordingly, the Department of Justice cannot recommend the enactment of 
the proposed legislation. 

Yours sincerely, 


PeTeR CAMPBELL Brown, 
Acting Deputy Attorney General. 
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Senator William Benton, the author of the bill, has submitted the 
following information in support of the bill: 


STATEMENT 


IN THE MATTER OF SOPHIE STRAUSS FOR ADJUSTMENT OF HER STATUS UNDER SENATE 
BILL NO. 8S. 3408 


This memorandum is submitted in support of the proposed passage of Senate 
bill No. S. 3408 in behalf of the adjustment of the immigration status of one, 
Sophie Strauss, as follows: 

Sophie Strauss was born on April 7, 1877, in Boedigheim, Baden, Germany. 
She resided in Germany all her life until she was deported in 1940 by the Germans 
to concentration camp Degurs in France. She subsequently was brought to 
Cuba in 1942 by her brother, William Strauss, an American citizen. She resided 
in Cuba until she was admitted to the United States on April 5, 1944, as a visitor 
for medical treatment after having been approved by both the State Department 
and the Department of Justice. 

The said Sophie Strauss has been mentally retarded from childhood and at all 
times is in need of the comfort and companionship of her family to take care of her 
wants and medical attention as she is unable physically to provide for herself. 

The Department of Justice in Washington granted a ninth proviso waiver so 
that she could come into the United States for treatment and she has remained in 
the United States under the care and in the home of her brother, William Strauss 
of 90 Riverside Drive, New York City. 

The said Sophie Strauss has no permanent home in any country nor has she any 
relatives in any country but the United States. In this country she has the 
following relatives: 

William Strauss, with whom she resides; her sister, Fanny Strauss, with whom 
she resides; and her sister, Henriette Strauss Abraham, of New York City, all 
individuals being American citizens. 

All members of her family are elderly and over the age of 65, the said Sophie 
Strauss being presently 73 years of age. 

Her only brother, the said William Strauss, during the war was the president 
of the Strauss Fastener Co. of New York City who was distinguished in manu- 
facturing precision tools and dies for the United States Government. The said 
William Strauss exerted his entire resources in doing his duty during wartime 

The Department of Justice has been unable to extend the temporary stay of 
Sophie Strauss in this country and therefore, in view of the fact that all adminis- 
trative remedies have been exhausted, an application is hereby made to adjust 
her status by passage of a private bill. 

She has no activities whatsoever excepting that she remains in her brother’s 
home at 90 Riverside Drive, New York City, under his care and with the com- 
panionship of her two sisters. 

She is solely dependent upon her brother, William Strauss, for her support and 
maintenance. Due to her physical condition, she very seldom leaves her home 
and is engaged in absolutely no activity nor does she belong to any organizations 
whatsoever, 

It would be a great tragedy if this poor, unfortunate, mentally retarded lady 
were compelled to leave the United States. 

Respectfully submitted. 

WitiiamM J. WHOLEAN. 


The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 1133), as amended, should be enacted. 


oo 
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Jwy 9 (legislative day, JUNE 27), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
{To accompany 8. 1279] 


The Committee on the Judiciary, to which was referred the bill 
(S. 1279) for the relief of Davis Min Lee, having considered the same, 
reports favorably thereon with an amendment in the nature of a 
substitute and recommends that the bill, as amended, do pass. 


AMENDMENT 


Strike all after the enacting clause and insert in lieu thereof the 
following: 

That in the administration of the immigration and naturalization laws, the 
provisions of sections 4 (a) and 9 of the Immigration Act of 1924, as amended, 


shall be held to be applicable to the alien, Davis Min Lee, the minor unmarried 
child of Lee Tung Sing, a citizen of the United States. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to provide for the admission 
into the United States of the minor alien child of a United States 
citizen as a nonquota immigrant, which is the status normally enjoyed 
by alien minor children of United States citizens. 


STATEMENT OF FACTS 


The beneficiary of the bill was born in Japan on July 1, 1949. The 
father of the child is a citizen of the United States and his mother is a 
native and citizen of China. The mother is eligible to enter the United 
States as a nonquota immigrant, inasmuch as she is the wife of a 
United States citizen. The child did not derive United States 





2 DAVIS MIN LEE 


citizenship through his father inasmuch as the father did not have 
the necessary residence in the United States required under the 
Nationality Act of 1940. 

A letter dated June 20, 1951, to the chairman of the Senate Com- 
mittee on the Judiciary from the Deputy Attorney General with 
reference to the case reads as follows: 

JUNE 20, 1951. 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 1279) for the relief of Davis Min 
Lee, an alien. 

The bill would render the provisions of section 13 (c) of the Immigration Act 
of 1924, as amended (U.S. C., title 8, see. 213 (e)), which exclude from admission 
to the United States persons who are ineligible to citizenship, inapplicable to 
Davis Min Lee, of Tokyo, Japan, the minor son of Lee Tung Sing, a citizen of 
the United States, and would direct the Secretary of State to cause an immigration 
visa to be issued to Davis Min Lee permitting his immediate entry into the 
United States for permanent residence. 

Information furnished to the Immigration and Naturalization Service of this 
Department by proponents of the bill is to the effect that Lee Tung Sing, the 
father of Davis Min Lee, is a citizen of the United States; that he was born in 
China of a natural-born United States citizen father; that he arrived in the United 
States on October 13, 1937; and that he remained in this country until April 4, 
1947, when he departed for Japan. On October 4, 1948, he married a Chinese 
girl in Japan, and Davis Min Lee, who was born in Japan on July 1, 1949, is the 
child of this union. 

Advice received from the American consul is to the effect that Davis Min Lee 
is not a United States citizen and will have a long wait for a quota number and 
that his mother is eligible for a nonquota immigration visa, but that she and her 
husband do not want to leave their child in Japan. 

The purpose of the instant bill is to waive application of the provisions of the 
immigration laws relative to mandatory exclusion on racial grounds insofar as 
they concern Davis Min Lee. However, since the child is of the Chinese race, 
section 13 (ce) of the Immizration Act of 1924, as amended, is not applicable to him. 
He is chargeable to the Chinese racia! quota, which is oversubscribed, and accord- 
ingly an immigration visa is not readily obtainable. 

Whether, under the circumstances in this case, the general provisions of the im- 
migration laws should be waived presents a question of legislative policy concern- 
ing which this Department prefers not to make any recommendation. Should 
the bill receive favorable consideration, however, it is suggested that it be amended 
by deleting everything after the enacting clause and inserting the following: 

“That, in the administration of the immigration and naturalization laws, the 
provisions of sections 4 (a) and 9 of the Immigration Act of 1924, as amended, 
shall be held to be applicable to the alien Davis Min Lee, the minor unmarried 
child of Lee Tung Sing, a citizen of the United States.” 

Yours sincerely, 
PEYTON Forp, 
Deputy Attorney General. 


The bill has been amended to accord with the suggestion of the 
Deputy Attorney General, contained in the above-quoted letter. 

The committee, after consideration of all the facts in the case, is 
of the opinion that the bill (S. 1279), as amended, should be enacted. 


© 











Calendar No. 488 


82p CONGRESS SENATE REPORT 
1s it Session No. 535 


JAMES E. WILLCOX 
(legislative day, JUNE 27), 1951.—Ordered to be printed 


McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany 8. 83] 


The Committee on the Judiciary, to which was referred the bill (S. 83) 
for the relief of First Lt. James E. Willcox, having considered the same, 
reports favorably thereon with amendments and recommends that the 
bill, as amended, do pass. 

PURPOSE 


The purpose of the proposed legislation, as amended, is to pay the 
sum of $5,265 to First Lt. James E. Willcox, Miami, Fla., in full 
satisfaction of his claim against the United States for compensation 
for the death of his infant daughter, Patricia Ann, who died as the 
result of injuries received when she was struck by a United States 
Army truck in Munich, Germany, on June 28, 1950. 


AMENDMENTS 


1. On page 1, line 7, strike the figure ‘'$10,000" and insert in lieu 
thereof the figure $5,265” 
On page 1, line 11, strike the date “June 29, 1950” and insert in 
lieu thereof the date ‘June 28, 1950” 
The purpose of the first amendment is explained in the statement 
following. The purpose of the second amendment is to reflect the 
correct date on which the claimant’s daughter was fatally injured. 


STATEMENT 


On June 28, 1950, a German national in the employ of the Depart- 
ment of the Army, while driving a %-ton Army truck on official busi- 
ness and within the scope of his employ ment with the Department of 
the Army, ran over and fatally injured Patricia Ann Willcox, aged 2 
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ears and 3 months, in the driveway of the yard of her parents’ home. 

he Army vehicle had been used to carry a workman and his tools to 
the house to perform some repair work. The truck had been backed 
into the driveway and parked so that the workman could unload the 
tools. After the workman finished his job, he loaded the tools on the 
truck and went to the house to get the job ticket signed. The truck 
driver started the vehicle and slowly drove out of the yard to await 
the return of the workman. In driving out of the yard the truck ran 
over and killed the daughter of Lieutenant Willcox. 

Upon investigation of the accident by the Department of the Army, 
it was disclosed that the driver had seen the child playing in the yard 
a few minutes earlier and that he made no attempt to ascertain her 
whereabouts at the time he drove the vehicle toward the gate of the 
driveway. Investigation also disclosed that visibility, especially to 
the left side of the driver, was very poor due to the cab paneling on 
the side of the truck, which paneling was unauthorized. 

It is not known exactly how Patricia Ann came to be in the vicinity 
of the Army vehicle. The investigators speculated that what prob- 
ably happened was that Patricia Ann was playing in the backyard 
and heard the motor of the Army vehicle start and ran around the 
side of the house to the left side of the vehicle as it was pulling out 
of the yard. From that position, she in some way came under the 
left rear wheel of the vehicle and was run over. 

The Department of the Army in its report on this bill cites a quota- 
tion from Blashfield, Cyclopedia of Automobile Law and Practice 
(permanent ed.), volume 6, section 3361: 

A motorist driving on the premises of another must use reasonable care to 
avoid injuring persons thereon, and reasonable care should be commensurate 
with the dangers to be anticipated. The exercise of due caution may require 
the driver to give ample warning of his approach, and if he has reason to expect 
children to be playing thereabout, he should take every reasonable caution for 
their safety. 

The Department of the Army further states that after considera- 
tion of all the evidence in this case, it is of the opinion that it may 
fairly be said that the driver of the Army vehicle did not exercise 
every reasonable precaution for the safety of the child he knew to 
be playing about the yard of the Willcox home, and therefore did 
not exercise reasonable care commensurate with the danger to which 
the child was exposed by the moving vehicle. 

The Department further points out that while Lieutenant Willcox 
has no remedy under the Federal Tort Claims Act, as amended, for 
the reason that the accident which resulted in the death of his minor 
daughter occurred in a foreign country, it seems clear that if he were 
able to sue under the Federal Tort Claims Act he would be able to 
recover for the reason that the evidence shows that the death of his 
daughter was caused by the negligence or wrongful omission on the part 
of the driver of the Army truck who was acting within the scope of his 
employment. The Department further states that it has no objection 
to the enactment of the bill, as amended. The Department of Justice 
in its report on this bill coneurs with the views of the Department 
of the Army. 

The committee recommends favorable consideration of this legisla- 
tion. It accepts the finding of negligence on the part of a Government 
employee by that Department, and it feels that an award in a reason- 
able amount should be paid to the parents of this child because of that 
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negligence. The committee, however, in view of awards made for the 
deaths of small children in other cases, believes that the amount pro- 
vided in this bill is somewhat excessive and it therefore agrees with the 
Department of the Army that the award should not exceed $5,265 
($5,000 for the death; $265 for the expenses incurred incident to 
burial). 

Attached to this report and made a part thereof is the report of the 
Department of the Army on this proposed legislation. 


Aprit 9, 1951. 
The Honorable the ATTORNEY GENERAL, 
Washington, D. C. 

Dear Mr. ATrorRNEY GENERAL: Reference is made to your letter with which 
you enclosed a copy of 8. 83, Eighty-second Congress, a bill for the relief of First 
Lt. James E. Willeox. You state that the Senate Committee on the Judiciary 
has requested the Department of Justice to submit a report on this bill and has 
advised that if reports are necessary from other sources they will be secured by 
your Department and submitted along with your report to the committee. You, 
therefore, request the comments of this Department on 5. 83. 

This bill would authorize and direct the Secretary of the Treasury ‘‘to pay, out 
of any money in the Treasury not otherwise appropriated, to First Lieutenant 
James E. Willeox, of 2647 Southwest Thirty-third Court, Miami, Florida, the 
sum of $10,000 in full satisfaction of his claim against the United States for com- 
pensation for the death of his infant daughter, Patricia Ann Willcox, who died 
as a result of injuries received when she was struck by a United States Army 
truck in Munich, Germany, on June 29, 1950.” 

On June 28, 1950; Heinrich Vierlinger, a German national and employee of the 
Department of the Army, while driving a %4-ton Army truck on official business 
and within the scope of his employment with the Department of the Army, 
ran over and fatally injured Patricia Ann Willcox, 2 years and 3 months of age, 
in the driveway of the yard at No. 5 Rabenkopfstrasse, Harlaching, Munich, 
where she was living with her family. The Army vehicle had been used to carry 
a workman and his tools to the house, occupied by First Lt. James E. Willcox and 
his family, to perform some repair work. The truck had been backed into the 
driveway and parked so that the workman could unload his tools. At about 
3:45 p. m. the workman finished his job, loaded the tools on the truck, and went 
to the house to get the job ticket signed. The truck driver started the vehicle 
and slowly drove out of the yard to await the return of the workman, In driving 
out of the yard the truck ran over and killed the little girl. 

In a sworn statement, dated June 28, 1950, Heinrich Vierlinger, the driver of 
the Army truck involved in this accident, stated: 

“On 28 June 1950, at approximately 1600 hours (4 p. m.) I was driving the 
%-ton truck WD No. 283717 on an official trip for the Harlaching Utilities. I 
had taken a locksmith with tools and oxygen bottles to the home of Lieutenant 
Willcox at No. 5 Rabenkopfstrasse. I had parked my car in the yard of the 
premises at the corner of the house. After the locksmith had finished his work 
and we had put the tools on the vehicle he went to the back of the house to tell 
the maid that we were finished and were leaving. In the meantime I started 
slowly toward the gate of the driveway. I was driving at a speed of approxi- 
mately 1 mile per hour in the middle of the driveway. When I started my lane 
was completely open and I did not see any person in the yard. When I was 
shortly in front of the gate, the locksmith called from behind for me to stop I 
saw that he was picking up a child from the ground and stopped. The child 
had been lying approximately 3.5 meters from the place where my car had been 
parked. How she got there and how I had hit her I do not know, neither does 
anyone else. Immediately afterwards an American civilian came who wrapped 
a blanket around the child and drover her away in a C-car. 

“When I arrived at the premises I backed up into the driveway until about 
at 2 level with the corner of the house. I started before the locksmith had got 
into my vehicle because he was supposed to close the gate behind my car. When 
I and the locksmith were: loading the tools and oxygen bottles into the truck I 
saw the child on the lawn in the back of the house. That was approximately 
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5 to 10 minutes before I started. I did not see the child at any other time before 
or after that until I was called to by the locksmith after the child was hit.” 

The workman taken to the Willcox home was Herbert Schlaak. In a sworn 
statement, dated June 28, 1950, he stated: 

“On June 28, 1950, at approximately 1500 hours (3 p. m.) I got the order to go 
to No. 5 Rabenkopfstrasse and to weld the railing of the stairs to the basement. 
I went there in a %4-ton truck and took my welding material along. I unloaded my 
tools and finished my work in approximately one-half hour. Then the driver came 
into the house and together with him I put the tools into the truck. I then went back 
into the house and told the maid that I had finished my work. When I came out 
of the house the truck had started slowly in the meantime and then I saw the child 
lying in the middle of the lane on the ground. I immediately called out for the 
driver who still was driving slowly toward the exit. Finally he heard me and 
stopped. In the meantime I had picked up the child and put her on the lawn. 
The driver was terribly excited and could not explain how it could happen. He 
had not seen the child at all before. I called the maid, she came, wrapped two 
blankets around the child and left. We then waited until the military police 
arrived and then drove back to the office. 

“When we arrived the 34-ton truck backed into the garden and after I had 
finished my work and put my tools back into the truck it drove out of the yard 
going straight ahead. I did not hear the child ery.” 

At the time of the accident the only members of the Willcox household at home, 
besides Patricia Ann Willcox, were a German maid, Edeltraut Machnik, and a 
l-year-old baby. On June 28, 1950, in a sworn statement given by the maid she 
stated: 

“The worker came alone first on bicycle to check work and said he must come 
back with tools in truck. The utilities truck arrived at about 1500 [3 p. m.] with 
one worker and one driver. After completing the work they were ready to leave 
about 1545 [3:45 p. m.]. They put their tools in truck. I was on the porch on 
opposite side of house from driver with baby. Patricia Ann was in the yard 
playing. I did not hear the truck when it left after bringing the tools or when 
it came back to get the tools and worker. I signed the work job ticket before 
the truck arrived the second time. I heard some one holler, I believe it was the 
workman and when I came around back corner of house I saw the workman 
carrying Patricia, she had blood coming out of her mouth and when she was laid 
down she gasped and then did not breathe any more.” 

Actual expenses were incurred by Lieutenant Willcox in connection with the 
death of his daughter in the amount of $265. These expenses are itemized as 
follows: 


Embalming done at Munich, Germany, by the Army -_-_- Z . $10 
Casket bought at Munich, Germany, through the Army-_ Seto ; 59 
Burial expenses, Clark’s Funeral Home, Hawkinsville, Ga_- - --- , 196 

NN hs rents in toe se ee ea ee a eee wale 265 


The evidence in this case fairly establishes that the driver of the Army vehicle 
was driving forward slowly out of the yard at the Willcox home at the time of the 
accident. From an investigation made on the date of the accident it appears that 
what probably happened was that Patricia Ann was playing in the back yard and 
heard the motor of the Army vehicle start and ran around the side of the house 
and to the left side of the vehicle as it was pulling out of the yard. From that 
position she in some way came under the left rear wheel of the vehicle and was 
run over. There was no indication of a fast start or a fast stop by the truck. 

In Blashfield, Cyclopedia of Automobile Law and Practice (permanent ed.), 
it is stated in volume 6 at section 3361 that: 

“A motorist driving on the premises of another must use reasonable care to 
avoid injuring persons thereon, and reasonable care should be commensurate with 
the dangers to be anticipated. The exercise of due caution may require the driver 
to give ample warning of his approach, and if he has reason to expect children to 
be playing thereabout, he should take every reasonable caution for their safety.” 

Courts of the United States, in applying the general rule of law that the driver 
of a motor vehicle on the premises of another must use reasonable care commen- 
surate with the dangers to be anticipated, have uniformly held that where the 
driver has seen a child playing about a family yard where he has parked his 
vehicle, he should, before he starts, thoroughly investigate the possibility of the 
child having wandered in front of the vehicle (Cunningham et al. v. Sublett’s 
Administrator (306 Ky. 701; 208 S. W. (2d) 590); Gorzeman et al. v. Artz. (13 Cal. 
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App. (2d) 660; 57 P. (2d) 550); Cambou v. Marty (98 Cal. App. 598; 277 P. 365).) 

After a careful consideration of all of the evidence in this case the Department 
of the Army is of the opinion that it may fairly be said that the driver of the Army 
vehicle did not exercise every reasonable precaution for the safety of the child 
he knew to be playing about in the vard of the Willcox home and therefore did not 
exercise reasonable care commensurate with the danger to which the child was 
exposed by the moving vehicle. 

Lieutenant Willcox has no remedy under the Federal Tort Claims Act (60 Stat. 
843; 28 U.S. C. 931), as revised and codified by the act of June 28, 1948 (62 Stat. 
933), as amended (28 U. S. C. 1346 (b)), for the reason that the accident which 
resulted in the death of his minor daughter occurred in a foreign country (62 Stat. 
984; 28 U. S. C. 2680 (k)). There is no other statute under which he may recover 
damages on account of said death. It seems clear, however, that if he were other- 
wise able to sue the United States under the Federal Tort Claims Act, he would 
recover for the reason that the evidence shows that the death of his daughter was 
caused by the negligence or wrongful omission on the part of the driver of the 
Army truck who was acting within the scope of his employment. 

It is the opinion of this Department, based upon awards which have been made 
for the deaths of small children in other cases, that the amount proposed in this 
bill is somewhat excessive and that the award should not exceed $5,265 ($5,000 for 
the death and $265 for the expenses incurred incident to burial). The Depart- 
ment of the Army, therefore, would have no objection to the enactment of this bill 
if it were amended to provide for an award in that amount. 

The evidence shows that Patricia Ann Willcox was killed on June 28, 1950, 
not June 29, 1950, as stated in the bill. 

Sincerely yours, 
ARCHIBALD S. ALEXANDER, 
Acting Secretary of the Army. 


O 
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Mr. McCarran, from the Committee on the Judiciary, submitted 


the following 


REPORT 
[To accompany 8. 1474] 


The Committee on the Judiciary, to which was referred the bill 
(S. 1474) for the relief of E. C. Browder and Charles Kenyon, having 
considered the same, reports favorably thereon, with amendments, 
and recommends that the bill, as amended, do pass. 


AMENDMENTS 


1. Page 1, line 5, change “‘Kenyon’”’ to “Keylon”’ 
2. Page 2, line 4, change “Kenyon” to “Keylon’’ 


3. Amend the title so as to read ‘‘A bill for the relief of E. C. Browder 
and Charles Keylon’”’ 


PURPOSE 


The purpose of the proposed legislation is to provide for payment 
of the sum of $4,800 to E. C. Browder and Charles Keylon, of Harri- 
man, Tenn., in full satisfaction of their claim against the United States 
for damages sustained by them when they were notilied by the United 
States that condemnation proceedings previously instituted against 
the farm of E. C. Browder had been abandoned, and then notified at 
a later date that the Government intended to go forward with its 
condemnation proceedings, which actions by the Government, it is 
alleged, caused the sale, purchase, and resale of farm equipme nt by 
E. C. Browder and his partner, Charles Keylon, and interfered sub- 
stantially with farming operations. 
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STATEMENT 


The bill bears a favorable recommendation from the Secretary of the 
Army. The Department of Justice makes no recommendation, stating 
that enactment of the proposed measure is a matter of legislative policy. 

In 1942, the United States instituted a condemnation proceeding 
against certain land near Kingston, Tenn., amceng which was a tract 
of 544.7 acres owned by E. C. Browder. The court entered an order 
giving the United States immediate possession of the land with the 
proviso that the Government should not have exclusive possession of 
the properiy except where exclusive: possession was essential to full 
and complete development of the project, and that until further 
orders of the court the owners of the land, or their agents, could 
continue to use the property so long as such use did not interfere with 
the development of the project by the United States. The order 
further provided that any conflict between the United States and the 
property owners as to the necessity for the immediate and exclusive 
possession of the land should be submitted to the court forthwith. 
On October 6, 1942, the United States marshal served notice on Mr. 
Browder that the United States was condemning his land. Mr. 
Browder alleges that at the time the notice was served the marshal 
advised him that the Government would require possession of his 
farm by January 1, 1943. The Department of the Army states, 
however, that there is no evidence in the record to support this allega- 
tion and that the records do not disclose that any question concerning 
the use of Mr. Browder’s property was referred to the court. Never- 
theless, as a result of the service by the marshal, Mr. Browder liqui- 
dated his farming operations and terminated an agreement with his 
tenant farmer. 

In November 1942 it was determined that certain lands including 
Mr. Browder’s farm would not be required for the project in question 
and he was advised by letter, dated January 28, 1943, that his farm 
would not be taken by the Government. Thereafter, he again secured 
the service of his former tenant, Charles Keylon, restocked the farm, 
and resumed farming operations thereon. The Department of the 
Army states that no action was taken by the Government at any time 
to dismiss the farm from the condemnation proceedings although this 
fact was not known by Mr. Browder at the time he moved back to 
the farm. 

On July 5, 1943, it was determined that the Browder farm was 
needed for the protection of the expanding plant operations of the 
Clinton Engineer Works and associated activities. On December 7, 
1943, the Government filed a declaration of taking against Mr. 
Browder’s land in the condemnation proceeding still pending, and 
deposited $27,500 in the registry of the court in accordance with a 
stipulation signed by Mr. Browder on October 4, 1943. On December 
27, 1943, the court entered a judgment vesting title to the property in 
the United States and ordered that the exclusive possession thereof 
should be delivered to the Government on or before January 1, 1944. 
Mr. Browder was awarded the sum of $27,500 without interest as full, 
adequate, and just compensation for his land and all damages for the 
taking thereof. On October 13, 1943, Mr. Browder filed a claim 
against the United States in the amount of $8,397.40 for alleged dam- 
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ages arising out of the liquidation of his farming operations, prior to 
January 1, 1943. <A local board of officers which investigated the 
case recommended that the claim be allowed in the amount of $4,800, 
two-thirds to Mr. Browder and one-third to his tenant, Charles Key- 
lon. Both Mr. Browder and Mr. Keylon agreed to accept the total 
sum of $4,800 in full satisfaction and final settlement of their claims. 
The Department of the Army points out that their agreement to 
accept the sum of $4,800 in settlement of their claims is inconsistent 
with the claim asserted by them in the instant bill. 

The Real Estate Claims Board in the Office of the Chief of Engi- 
neers, after a review of the claim, recommended that it be disallowed 
on the ground that the United States had the legal right to abandon 
or dismiss the condemnation proceeding at any time before making 
payment for or taking possession of the property involved in such 
proceeding, and that where such a proceeding is instituted by the 
United States and subsequently abandoned or dismissed prior to the 
taking of the possession of the premises, any damages which might 
be sustained by the owner during the pendency of the proceeding is 
consequential and not recoverable in an action against the United 
States. The claim was then transmitted to the Comptroller General, 
who disallowed it. 

The Department of the Army states on a previous bill that the 
damages sustained by Mr. Browder and his tenant as the result of 
the sale of personal property upon the belief that the farm would be 
taken over by the United States on January 1, 1943, could not be 
recovered in the judgment in the condemnation proceeding awarding 
compensation for the land and that the compensation which was 
awarded by the court in its final judgment in the condemnation pro- 
ceeding covered only the value of the land at the time of the taking. 
The report observes, however, that inasmuch as the board of officers 
appointed by the Army to consider and evaluate the losses sustained 
by Mr. Browder and his tenant determined that they amounted to 
the aggregate sum of $4,800, the Department of the Army would in- 
terpose no objection to the enactment of the bill if it should be amend- 
ed to provide for an award to claimants in an amount not exceeding 
$4,800. 

In view of the peculiar circumstances in this case the committee 
recommends favorable enactment in the reduced amount. Attached 
hereto and made a part thereof are the applicable departmental 
reports. 


DEPARTMENT OF THE ARMY, 
Washington, August 23, 1950. 
The honorable the ArroRNEY GENERAL, 
Washington, D.C. 

Dear Mr. ArroRNEY GENERAL: Reference is made to your letter with which 
vou enclosed a copy of 8. 2830, Eighty-first Congress, a bill for the relief of E. C. 
Browder and Charles Kenyon. You state that the Senate Committee on the 
Judiciary has requested the Department of Justice to submit a report on this bill 
and has advised that if reports are necessary from other sources they will be secured 
by your Department and submitted along with vour report to the committee. 
You, therefore, request the comments of the Department of the Army on 8. 2830. 

This bill provides as follows: ‘‘That the Secretary of the Treasury is authorized 
and directed to pay, out of any money in the Treasury not otherwise appropriated, 
to E. C. Browder and Charles Kenyon, of Harriman, Tennessee, the sum of 
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$8,397.40, in full satisfaction of their claim against the United States for damages 
sustained by them when they were notified by the United States Government 
that condemnation proceedings previously instituted against the farm of E. C. 
Browder had been abandoned, and then notified at a later date that the Govern- 
ment intended to go forward with its condemnation proceedings, which actions 
by the Government caused the sale, purchase, and resale of farm equipment by 
E. C. Browder and his partner, Charles Kenyon, and interfered substantially 
with farming operations.” 

On September 29, 1942, the Secretary of War (now Secretary of the Army) 
directed the acquisition in fee simple of approximately 59,200 acres of land near 
Kingston, Tenn. The land to be acquired included the farm of E. C. Browder, 
consisting of 544.7 acres of land situated in Roane County, Tenn. Thereafter 
the United States instituted a condemnation proceeding in the United States 
District Court for the Eastern District of Tennessee (civil action No. 429) against 
the entire acreage in question. On October 6, 1942, the court entered an order 
giving the United States immediate possession of said 59,200 acre’ as of October 7, 
1942, with the proviso that the Government should not have exclusive possession 
of the property except where exclusive possession was essential to full and com- 
plete development of the project, and that, until further orders of the court, the 
owners of the land, or their agents, could continue to use the property so long as 
said use did not interfere with the development of said project by the United 
States. The order further provided that should there be conflict between the 
agents of the United States and the owners of the property and/or their agents 
as to the necessity for immediate exclusive possession of the land, or any part 
thereof, such conflict should be submitted to the court forthwith. On October 
6, 1942, the United States marshal served notice on Mr. Browder that the United 
States was condemning his land. Mr. Browder alleges that at the time the notice 
was served the marshal advised him that the Government would require possession 
of his farm by January 1, 1943. There is no evidence in the record to support 
this allegation. The records of this Department do not disclose that any questions 
concerning the use of Mr. Browder’s property were referred to the court. Never- 
theless, he, as a result of the service by the marshal, began the liquidation of his 
farming operations by selling his cattle, sheep, hogs, and farm machinery, by 
desisting from the planting of certain seed crops, by terminating an agreement 
with his tenant farmer, and by moving other of his personal property from the 
subject premises. 

Secause of the emergency nature of the project involved it was uncertain at 
the time of the filing of the condemnation petition whether it would be necessary 
to retain certain properties included in the condemnation proceeding. In No- 
vember 1942 the United States district engineer, Manhattan District, upon com- 
pletion of a study of the boundary lines determined that certain lands, including 
Mr. Browder’s farm, would not be required for the project, and on November 
24, 1952, advised the United States division engineer, Ohio River division, 
accordingly. Pursuant to instructions from the division engineer, the project 
manager advised Mr. Browder by letter dated January 28, 1943, that his farm 


would not be taken by the Government. About February 1, 1943, Mr. Browder 
again secured the services of his former tenant, Charles Kenyon, restocked the 
subject premises, and resumed farming operations thereon. No action was 


taken by the Government at any time to dismiss the subject farm from the 
condemnation proceeding although this fact was not known by Mr. Browder at 
the time he moved back to the farm. 

On July 5, 1943, it was determined by the Manhattan District that the Browder 
farm was needed for the protection of the expanding plant operations of the 
Clinton Engineer Works and associated activities in connection therewith. On 
December 7, 1943, the Government filed a dectaration of taking against Mr. 
Browder’s land in the condemnation proceeding still pending, and deposited 
$27,500 in the registry of the court in accordance with a stipulation signed by 
Mr. Browder on October 4, 1943. On December 27, 1943, the court entered a 
judgment on the declaration of taking vesting title to the property in the United 
States as of that date and ordering that the exclusive possession thereof should 
be delivered to the Government on or before January 1, 1944. On or about 
January 12, 1944, the court entered a final judgment in which it awarded to 
Mr. Browder the sum of $27,500, without interest, as full, adequate, and just 
compensation for his land and all damages for the taking thereof, subject to 
the retention therefrom of amounts sufficient to pay certain taxes and assess- 
ments and to satisfy a deed of trust. 
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On October 13, 1943, Mr. Browder filed a claim against the United States in the 
amount of $8,397.40 for alleged damages arising out of the liquidation of his 
farming operations prior to January 1, 1943. The local board of officers which 
investigated the case recommended that the claim be allowed in the amount of 
$4,800, two-thirds to Mr. Browder and one-third to his tenant, Charles Kenyon. 
The division engineer, Ohio River division, Columbus, Ohio, concurred in the 
recommendation of the local board of officers, and the ciaimant and Charles 
Kenyon agreed to accept the total sum of $4,800 in full satisfaction and final 
settlement of their claims. Such agreement of Mr. Browder and Mr. Kenyon to 
accept the sum of $4,800 in settlement of their claims is, therefore, inconsistent 
with the claim asserted by them in 8S. 2830. 

The Real Estate Claims Board in the Office of the Chief of Engineers, after a 
careful review of the claim of Mr. Browder, recommended that it be disallowed on 
the ground that the United States had the legal right to abandon or dismiss the 
condemnation proceedings at any time before making payment for or taking 
possession of the property involved in such proceeding, and that where such a 
proceeding is instituted by the United States and subsequently abandoned or 
dismissed prior to the taking of the possession of the premises sought to be con- 
demned any Camages which might be sustained by the owner during the pendency 
of the proceeding is consequential and not recoverable in any action against the 
United States. Pursuant to section 236 of the Revised Statutes, as amended by 
the act of June 10, 1921 (42 Stat. 24; 31 U.S. C. 71), the claim, together with the 
record in the case, was then transmitted to the General Accounting Office for 
consideration and determination. The claim was disallowed by the Comptroller 
General of the United States in a decision, dated November 8, 1944, addressed 
to Mr. Browder (No. 1431336), which reads as follows: 

“Your claim for $8,397,40 representing damages alleged to have been sustained 
resulting from the discontinuance of farming operations incident to condemnation 
proceedings instituted by the United States covering vour farm located in Roane 
County, Tenn., together with other property, for use as a demolition range in 
connection with the operations of the Clinton Engineer Works, has been carefuily 
examined and it is found that no part thereof may be allowed for the reasons 
hereinafter stated. 

“The record shows that on September 29, 1942, the Secretary of War directed 
acquisition of approximately 59,000 acres of land near Kingston, Tenn., your farm 
being included in the land to be aequired, and condemnation proceedings were 
instituted by the Government against the entire tract. You were served by the 
United States marshal on October 7, 1942, with a notice to the effect that posses- 
sion by the United States of the land would be required by January 1, 1948. 
However, it was later determined by the district engineer, Manhattan District, 
that certain lands would not be required for the purpose for which the condemna- 
tion proceedings were instituted and by letter dated January 28, 1943, from the 
War Department project manager, acting on instructions received from the dis- 
trict engineer, you were advised that your farm would not be taken over by tl 
Government. 


‘Under date of October 13, 1943, vou filed a claim alleging that on the basis 
of the notice served vou by the United States marshal on October 7, 1942, vou 
immediately began preparation for the vacating of your farm by the selling of 


stock and machinery, ceasing the planting of certain crops, terminating of agree 
ment with vour tenant farmer, and moving of other personal property from tl 
premises; and by such steps taken to vacate the property vou suffered damages 
in the amount of $8,397.40. Upon an investigation made by a local board of 
officers appointed to investigate the matter and who determined that the damages 
sustained amounted to $4,800, a statement dated November 4, 1943, was executed 
by you and Charlie Kenyon, your tenant farmer, who it is alleged had one-third 
interest in the farm, agreeing to accept that sum in full and complete satisfaction 
of all claims for damages arising out of the transaction. 

“The law is well settled that the United States has the legal right to abandon 
or dismiss condemnation proceedings at any time before making payment for or 
taking possession of the property involved in such proceedings and that where 
such proceedings are instituted by the United States and subsequently abandoned 
or dismissed prior to the taking possession of the premises any damages that might 
be sustained by the owner during the pendeney of the proceedi 


ings are Conse- 


quential and are not recoverable in an action against the United States. 
“Statutes governing the acquisition of real estate by the War Department, as 

well as War Department and Army regulations, require that any change made in 

a directive for the purchase or condemnation of land be approved by the Secretary 








6 E. C. BROWDER AND CHARLES KEYLON 


of War and the Office, Chief of Engineers. No change was approved by the 
Secretary of War and the Office, Chief of Engineers, dismissing your farm from 
the condemnation proceedings and the district engineer, Manhattan District, 
acted without authority in eliminating any areas included in the original con- 
demnation petition. However, the legal liability of the United States could be 
no greater than would have been the case had such directive been issued and the 
condemnation proceedings officially abandoned. Furthermore, as title was 
vested in the United States by the court as of January 1, 1943, and since you 
had the use of the farm for approximately 10 months, during the growing season 
of 1943, and during which time title was in the United States, your use and occu- 
pation of the land for this period would be a further offset against any alleged 
damages. 

“In view of the above the United States is not liable for any damages resulting 
from the proper exercise of a legal right and there is no authority for payment 
of any part of the amount claimed as damages. 

‘I therefore certify that there is no amount found due you from the United 
States.’’ 

A similar bill, H. R. 3364, for the relief of these two claimants was introduced 
in the Seventy-ninth Congress. On August 23, 1945, the Secretary of War 
submitted a report on that bill to the chairman, Committee on Claims, House of 
Representatives, in which, after reviewing the facts in the case, he stated: 

“It is the considered view of this Department that under the order of the 
court on October 6, 1942, Mr. Browder was not required to relinquish possession 
of his farm and that his having done so was a purely voluntary act on his part; 
that the United States was not entitled to and did not take physical possession 
of his premises until January 1, 1944; that the final judgment of the court being 
in accordance with the stipulation signed by the claimant on October 4, 1943, 
adequately compensated the claimant for all alleged damages resulting from the 
taking of his land. If the Congress is of the opinion that under the circumstances 
the United States is under a moral obligation to further compensate the claimant 
|Mr. Browder], such compensation should not exceed the sum of $4,800, which 
the claimant and Charles Kenyon have heretofore agreed to accept in full satis- 
faction and settlement of their demands.”’ 

H. R. 3364, Seventy-ninth Congress, was not enacted. 

As hereinbefore shown, the title to Mr. Browder’s land did not become vested 
in the United States until the entry of the judgment on the declaration of taking 
on December 27, 1943, and Mr. Browder had the legal right to occupy and use 
the land until January 1, 1944, when he was required by said judgment to deliver 
the exclusive possession of said land to the United States. Mr. Browder’s claim 
(which includes that of his tenant, Charles Kenyon) is for damages sustained 
as the result of the sale of personal property on the farm, including cattle, sheep, 
hogs, and farm machinery; his desisting from the planting of certain crops; his 
termination of an agreement with said tenant; and the moving of other personal 
property from said farm, after he had been informed that the possession of his 
land would be required by the United States by January 1, 1943. The damages 
sustained by Mr. Browder and his tenant as the result of the sale of personal 
property, ete., upon the belief that the Browder farm would be taken over by 
the United States on January 1, 1943, could not be recovered in the judgment 
in the condemnation proceeding awarding compensation for the land (Gershon 
Bros. Co. v. United States, 284 Fed. 849, 850 (U.S. C. C. A., Sth Cir.); Potomac 
Electric Power Co. v. United States, 85 F. (2d) 248, 249 (U.S. Ct. of Appeals, 
D. C.); William Wrigley, Jr., Co. v. United States, 75 Ct. Cl. 569, 583-584). 
Just compensation is fixed for the fair value of the property requisitioned at the 
time of the taking (William Wrigley, Jr., Co. v. United States, supra). The 
compensation, therefore, which was awarded to Mr. Browder by the court in 
its final judgment in the condemnation proceeding covered only the value of 
his land at the time of the taking. 

Inasmuch as a board of officers appointed by the Army to consider and evaluate 
the aforesaid losses sustained by Mr. Browder and his tenant, Charles Kenyon, 
as the result of the aforesaid sale of personal property on the farm, etc., im- 
mediately following the institution of the condemnation proceeding and prior 
to the entry of the judgment on the declaration of taking, determined that such 
losses amounted to the aggregate sum of $4,800, the Department of the Army 
would interpose no objection to the enactment of this bill if it should be amended 
to provide for an award to these claimants in an amount not exceeding $4,800. 

Sincerely yours, 


FRANK Pace, Jr., 
Secretary of the Army. 
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DEPARTMENT OF JUSTICE, 
Washington, November 9, 1950 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views cf the 
Department of Justice concerning the bill (5. 2830) for the relief of E. C. Browder 
and Charles Kenyon. 

The bill would provide for payment of the sum of $8,397.40 to E. C. Browder 
and Charles Kenyon, of Harriman, Tenn., in full satisfaction of their claim against 
the United States for damages sustained by them when they were notified by the 
United States that condemnation proceedings previously instituted against the 
farm of E. C. Browder had been abandoned and then notified at a later date that 
the Government intended to go forward with its condemnation proceedings, which 
actions by the Government, it is alleged, caused the sale, purchase, and resale of 
farm equipment by E. C. Browder and his partner, Charles Kenyon, an 
fered substantially with farming operations. 

In compliance with your request, a report was obtained from the Department 
of the Army concerning this legislation. According to that report, which is 
enclosed, it appears that in 1942 the United States instituted a condemnation 
proceeding against certain land near Kingston, Tenn., among which was a tract 
of 544.7 acres owned by E. C. Browder. The court entered an order giving the 
United States immediate possession of the land with the proviso that the Govern- 
ment should not have exclusive possession of the property except where exclusive 
possession was essential to full and complete development of the project, and that 
until further orders of the court the owners of the land, or their agents, could 
continue to use the property so long as such use did not interfere with the develop- 
ment of the project by the United States. The order further provided that any 
conflict between the United States and the property owners as to the necessity for 
the immediate and exclusive possession of the land should be submitted to the 
court forthwith. On October 6, 1942, the United States marshal served notice on 
Mr. Browder that the United States was condemning his land. Mr. Browder 
alleges that at the time the notice was served the marshal advised him that the 
Government would require possession of his farm by January 1, 19438. The 
Department of the Army states, however, that there is no evidence in the record 
to support this allegation and that the records do not disclose that any question 
concerning the use of Mr. Browder’s property was referred to the court. Never- 
theless, as a result of the service by the marshal, Mr. Browder liquidated his 
farming operations and terminated an agreement with his tenant farmer. 

In November 1942 it was determined that certain lands including Mr. Browder’s 
farm would not be required for the project in question and he was advised by 
letter, dated January 28, 1943, that his farm would not be taken by the Govern- 
ment. Thereafter, he again secured the service of his former tenant, Charles 
Kenyon, restocked the farm, and resumed farming operations thereon, The 
Department of the Army states that no action was taken by the Government at 
any time to dismiss the farm from the condemnation proceedings although this 
fact was not known by Mr. Browder at the time he moved back to the farm. 

On July 5, 1948, it was determined that the Browder farm was needed for the 
protection of the expanding plant operations of the Clinton Engineer Works and 
associated activities. On December 7, 1943, the Government filed a declaration 
of taking against Mr. Browder’s land in the condemnation proceeding still pending. 
and deposited $27,500 in the registry of the court in accordance with a stipulation 
signed by Mr. Browder, on October 4, 1943. On December 27, 1943, the court 
entered a judgment vesting title to the property in the United States and ordered 
that the exclusive possession thereof should be delivered to the Government on or 
before January 1, 1944. Mr. Browder was awarded the sum of $27,500 without 
interest as full, adequate, and just compensation for his land and all damages for 
the taking thereof. On October 13, 1943, Mr. Browder filed a claim against the 
United States in the amount of $8,397.40 for alleged damages arising out of the 
liquidation of his farming operations prior to January 1, 1943. A loeal board of 
officers which investigated the case recommended that the claim be allowed in the 
amount of $4,800. two-thirds to Mr. Browder and one-third to his tenant, Charles 
Kenvon. Both Mr. Browder and Mr. Kenyon agreed to accept the total sum of 
$4,800 in full satisfaction and final settlement of their claims. The Department 
of the Army points out that their agreement to accept the sum of $4.800 in settle- 
ment of their claims is inconsistent with the claim asserted by them in the instant 


bill. 


inter- 
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The Real Estate Claims Board in the Office of the Chief of Engineers, after a 
review of the claim, recommended that it be disallowed on the ground that the 
United States had the legal right to abandon or dismiss the condemnation pro- 
ceeding at any time before making payment for or taking possession of the property 
involved in such proceeding, and that where such a proceeding is instituted by 
the United States and subsequently abandoned or dismissed prior to the taking 
of the possession of the premises, any damages which might be sustained by the 
owner during the pendeney of the proceeding is consequential and not recoverable 
in an action against the United States. The claim was then transmitted to the 
Comptroller General, who disallowed it. 

The Department of the Army states that the damages sustained by Mr. Browder 
and his tenant as the result of the sale of personal property upon the belief that 
the farm would be taken over by the United States on January 1, 19438, could not 
be recovered in the judgment in the condemnation proceeding awarding com- 
pensation for the land and that the compensation which was awarded by the 
court in its final judgment in the condemnation proceeding covered only the value 
of the land at the time of the taking. The report observes, however, that inasmuch 
as the board of officers appointed by the Army to consider and evaluate the losses 
sustained by Mr. Browder and his tenant determined that they amounted to the 
aggregate sum of $4,800, the Department of the Army would interpose no objection 
to the enactment of the bill if it should be amended to provide for an award to 
claimants in an amount not exceeding $4,800. 

Whether, under the peculiar circumstances arising in this case from the fact 
that a settlement was agreed upon between claimant and the Department of the 
Army, a bill, amended in accordance with the suggestion of the Department of the 
Army, should be enacted presents a question of legislative policy concerning 
which the Department of Justice prefers to make no recommendation. 

The Director of the Bureau of the Budget has advised this Office that there 
would be no objection to the submission of this report. 

Yours sincerely, 


nes 


Peyton Forp, 
Deputy Attorney General. 


O 
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JULY 9 (legislative day, JUNE 27), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 


the following 


REPORT 
{To accompany H. R. 4106) 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 4106) to amend title 28 of the United States Code entitled 
“Judiciary and Judicial Procedure,” by adding a new section thereto 
known as section 1732b to permit the photographic reproduction of 
business records and the introduction of the same in evidence, having 
considered the same, reports favorably thereon, with amendments, 
and recommends that the bill, as amended, do pass 


AMENDMENTS 


1. Page 1, line 3, beginning with the word “That” strike through 
and including the word ‘records’ on page 1, in line 7, and insert in 
lieu thereof the following: 

That Section 1732 of title 28 of 


the 
and Judicial Procedure’ is amended 


United States Code entitled ‘Judiciary 


t 
by inserting ‘“‘(a)’’ immediately preceding 
the first paragraph thereof, and by adding a new subsection to read 


as follows: 
2. Page 1, line 8, between the quotation marks (’’) and the word 
“Tf? insert ‘‘(b)”’ 
3. Page 2, line 19, strike out the word “Act” and insert in lieu 
tate the word “subsection”’ 
Beginning on page 2, line 23, strike out all of section 2 and insert 
in Kieu thereof “the following: 


Sec. 2. The analysis of section 1732 of Chapter 115 of title 28, United re 3 
Code, immediately preceding Section 1731 of such title, is amended so as to re 


“1732. Record made in regular course of business; photographic cop 


ies 
l ‘ 
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Add a new section to read as follows: 
Sec. 3. The catchline of Section 1732, Chapter 115 of title 28, United States 
Code, is amended so as to read: 
“1732. Record made in regular course of business; photographic copies.” 


Amend the title of the bill so as to read as follows: 

A bill to amend Section 1732 of title 28, United States Code, en- 
titled ‘‘ Judiciary and Judicial Procedure” by adding a new subsection 
thereto ‘‘To permit the photographic reproduction of business records 
and the introduction of the same in evidence.” 


PURPOSE 


The purpose of the proposed legislation, as amended, is to supple- 
ment the provisions of section 1732 of title 28, United States Code, 
which provides for the admissibility of records containing entries 
made in the regular course of business. The existing section simpli- 
fied the common law rule, which required that every book entry be 
identified by the person making it. This legislation provides for a 
new subsection which will allow the introduction into evidence, 
whether the original be in existence or not, of photographic, photo- 
static, microfilm, microcard, miniature photographic, or other proc- 
ess, which accurately reproduces and forms a durable medium for 
reproducing the original. 

STATEMENT 


In early times a prerequisite in proof was a production of the original 
writings before the court. For example, the loss of one’s deed was the 
loss of one’s property, even though that loss was accidental. A failure 
to reproduce the original was fatal. This rule was relaxed as time went 
on through the concept of primary and secondary evidence. If the 
original could not be produced, its content could be established by 
secondary evidence in the form of either oral testimony or an accurate 
copy. The court had to be satisfied first, however, that the nonpro- 
duction of the original was free from fraud and that the copy was 
accurate, There is generally no difference between primary and 
secondary evidence as far as its weight is concerned. The essential 
difference lies in the manner of introduction. Under the _ best- 
evidence rule secondary evidence will not be accepted unless the 
court is satisfied that a diligent effort has been made to produce the 
primary 2vidence. 

The photostatic process has largely replaced manually transcribed 
copies of conveyances and other instruments in the offices of county 
recorders. Microphotography offers many advantages over other 
copying processes. The high speed of camera operation and its 
space-saving possibilities have led to many uses in both Government 
offices and private business. For example, checks can be photo- 
graphed at rates approaching 400 per minute; a single roll of micro- 
film, easily held ip the palm of one’s hand, may contain copies of from 
3,000 to 6,000 letter-size pages. 

This, of course, will allow, ordinarily, further destruction of originals 
as a space-saving device. Destruction, however, is by no means the 
end result of all microphotography. Millions of checks are photo- 
graphed daily in the business of the Nation’s banks. The original 
checks are not destroyed by the banks as they are returned to the 








EVIDENTIARY VALUE OF MICROFILMED RECORDS 3 


depositors. Department stores send the originals of statements and 
sales tickets to the customer, retaining for the store’s own use a 
microfilm copy. In neither case are the original paper records de- 
stroyed; they merely pass to others in the routine course of business. 

There appears no question that such microphotographic copies are 
made in the regular course of business. Their accuracy and reliability 
are circumstantially guaranteed by the very manner of their creation 
and use. 

The existing section 1732 of title 28, United States Code, provides 
that— 


* * * any writing or record, whether in the form of an entry in a book or 


otherwise, made as a memorandum of record of any act, transaction, occurrence, 
or event, shall be admissible in evidence * * * if it shall appear that it 


was made in the regular course of business * * * at 


the time of such act 
* * * 


or within a reasonable time thereafter. All other circumstances of such 
writing or record, including lack of personal knowledge by the entrant or maker, 
may be shown to affect its weight but not its admissibility. * * * 


At least seven States have statutes substantially similar to section 
1732 of title 28 ali United States Code based on the recommenda- 
tions contained in the Commonwealth Fund Report of 1927. A more 
recent modification of the ‘‘shop book”’ rule, promulgated in 1936 by 
the National Conference of Commissioners on Uniform State Laws, 
and known as the Uniform Business Records as Evidence Act, has 
been adopted in 19 other States. 

House Report No. 536, Eighty-second Congress, on H. R. 4106 
states in part as follows: 


The existing section 1732 has been interpreted in several Federal court deci- 
sions as broad enough to include microphotographs made in the regular course 
of business. In U.S. v. Manton (107 Fed. 2d 834 (C. C. A. 2d, 1938), cert. den., 
309 U. S. 664 (1940)), the trial court admitted microphotographs of certain 
checks over defendant’s objection that such reproductions were not best evidence 
and that explanation of the original’s absence should have been a prerequisite 
to the introduction of the microphotographic copies. The circuit court of 2ppeals’ 
decision upheld the trial court on the ground that these microphotographs were 
made and kept among the records of many banks in the due course of business 
within the meaning of this section of the United States Code. In two other 
Federal cases, U. S. v. Kushner (135 Fed. 668 (C. C. A. 2d, 1943)) and in Myres v. 
U. S. (174 Fed. 2d 329 (C. C. A. 8th, 1949)), microfilm copies or reproductions 
therefrom were admitted as primary evidence under section 1732. It is significant 
that in none of the cases were the original checks or accounting records destroved 
by the banks; the originals had been sent to the maker of the check or to the 
depositors who were, in fact, adverse parties in the ligitation. 

The evidentiary status of this type of microphotography in the Federal courts 
appears to be well established. In the State courts, however, this kind of micro- 
photograph will be primary or secondary evidence, depending on whether or not 
the case or statute law of the jurisdiction will permit the broad interpretation 
possible in U. S. v. Manton. In People v. Wells (380 Ill. 347, 44 N. E. 2d 32 
(1942)), the Illinois Supreme Court reversed the trial court for admitting a 
microphotograph of a check under circumstances identical with those in the 
Manton case. The higher court ruled that the Manton case rested on a Federal 
statute of which there was no counterpart in Illinois legislation. 

The use of microphotography to record current events or transactions by 
photographing evidence thereof in transit through an accounting or other clerical 
procedure, however, should not be confused with microphotographs made for 
other purposes. Microphotographs are also made to effect space savings or to 
provide insurance against loss or accidental destruction of the original records. 
Destruction of the paper records is the primary object of the former. It usually 
involves records accumulated in the past; it may be undertaken only sporadically 
when the need for space has become acute. Space-saving microphotography 
normally is undertaken and the records destroyed long before it could possibly 
be known which, if any, of the thousands or millions of records will ever be needed 
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for some future litigation. The destruction of the records is accomplished under 
circumstances that will successfully repel suspicion of fraud. 

No court cases involving records deliberately destroyed have been brought to 
the attention of the committee. Microphotographic copies of Federal Govern- 
ment records have been admissible under statute since 1940. The Records Dis- 
posal Act of July 7, 1943, as amended (57 Stat. 380-383), prescribes the conditions 
under which Federal records may be destroyed. Section 13 of that act (44 U.S 
C. 378) provides that photographs or microphotographs shall have the same force 
and effect as the original records and that duly authenticated reproductions shall 
be equally admissible with the original photographs or mic rophotographs. Many 
States have similar legislation giving evidentiary status to photographic copies 
of State and local government records. A few States have incorporated in such 
legislation some reference to nongovernmental records. According to the 1950 
report of the proceedings of the National Conference of Commissioners on Uni- 
form State Laws, that Conference’s Uniform Photographie Copies of Business 
and Public Records as Evidence Act has been adopted with slight changes by the 
Florida Legislature and by the Supreme Court of South Dakota as a rule of 
evidence to be followed by the courts of that State. It can be anticipated that, 
as a minimum, this uniform act will be adopted in those 26 States that have 
already enacted either the National Conference’s Uniform Business Records as 
Evidence Act or the Commonwealth Fund modification of the “‘shop book”’ rule. 

No legislation appears to cover copies made as insurance against loss or destruc- 
tion of the originals due to catastrophe, theft, or ordinary depreciation in use. 

ithough many business firms and Government agencies are currently micro- 
filming records as protection against the hazards of atomic warfare, without any 
intent to destroy the records, the loss of such originals could be easily explained 
to the satisfaction of the court and the best-evidence rule should work no hard- 
ship 


After study the committee is of the opinion that the proposed 
legislation is meritorious, will serve a most useful purpose in the field of 
evidence. Where the photostatic process has been conducted in the 
ordinary course of business, there seems to be no reason why such 


photographic copies should not be just as admissible in evidence in a 
judicial or administrative proceding as the original. The committee, 
therefore, recommends that H. R. 4106 as amended be considered 
favorably 


CHANGES IN EXISTING LAW 


This bill imposes no requirement for compliance with subsection (4) 
of Rule XXIX of the Standing Rules of the Senate, since there is no 
change in substantive law. This bill simply adds a new subsection to 
existing law, and sections 2 and 3 make technical amendments to the 
analysis of chapter 115 of title 28, United States Code, and to the 

\ichline of section 1732. This is made clear by the bill itself and 
- nce requires no setting forth of the existing chapter analysis and 


catchline as amended. 
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DULY (legislative day, June 27), 1951.—Ordered to be printed 


Mr. Dove6tas, from the Committee on Banking and Currency, 
submitted the following 


REPORT 
[To accompany 8. J. Res. 78] 


The Committee on Banking and Currency, to whom was referred 
the joint resolution (S. J. Res. 78) to make the restrictions of the 
Federal Reserve Act on holding office in a member bank inapplicable 
to M.S. Szymezak when he ceases to be a member of the Board of 
Governors of the Federal Reserve System, having considered the 
same, report favorably thereon without amendment and recommend 
that the joint resolution do pass 


GENERAL STATEMENT 


Section 10 of the Federal Reserve Act provides: 

The members of the Board shall be ineligible during the time they are in office 
and for 2 years thereafter to hold any office, position, or employment in any 
member bank, except that this restriction shall not apply to a member who has 
served the full term for which he was appointed. 

This resolution makes this section inapplicable to M.S. Szymezak, 
who has served as a member of the Board continuously since June 
14, 1933, because your committee feels that the circumstances of Mr. 
Szymezak’s case are unique and justify an exception in his case. 

Mr. Szymezak first became a member of the Board on June 14, 
1933. Upon the reconstitution of the Board pursuant to the Bank- 
ing Act of 1935 he was again appointed a member and under the new 
appointment served from February 1, 1936, to January 31, 1948, the 
full term for which he was appointed. He was reappointed a mem- 
ber of the Board for a 14-year term, beginning February 1, 1948. He 
has thus served continuously for more than 18 years as a member of 
the Board. Your committee therefore believes that, having served 
for patriotic reasons 4 more years than a full term, Mr. Szymezak 
should not be subject to a restriction in his freedom to accept employ- 
ment which he would not have been subject to had he served a 14-year 


term. 
O 
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J uL¥t9 (legislative day June 27) 1951.—Ordered to be printed 


Mr. GeorGe, from the Committee on Finance, submitted the following 
REPORT 
[To accompany H. R. 2416] 


The Committee on Finance to whom was recommitted the bill 
(H. R. 2416) relating to (1) exclusion from income of income from dis- 
charge of indebtedness and (2) increasing the Federal share of pay- 
ments for old-age assistance, aid to dependent children; aid to the 
blind, and aid to the permanently and totally disabled, having recon- 
sidered the same, report favorably thereon with amendments and 
recommend that the bill, as amended, do pass. 

In its reconsideration of the bill the Committee on Finance made no 
change in sections, 1 and 2 of the bill, as passed by the Senate. These 
sections relate to exclusion from inc ome of income from discharge 
of indebtedness. (See Rept. No. 324, 82d Cong., Ist sess.) 

Section 3 of the bill, added on the floor of the Senate, relates to 
increasing the Federal share of payments for old-age assistance, aid 
to dependent children, aid to the blind, and aid to the permanently and 
totally disabled. This section was amended as outlined hereafter. 


FEDERAL SHARE OF PUBLIC ASSISTANCE PAYMENTS 


Present law 

Under present law the Federal payments to the States (including 
Alaska, Hawaii, and the District of Columbia) for old-age assistance, 
aid to the blind, and aid to the permanently and totally disabled is 
three-fourths of the first $20, of a State’s average monthly payment 
per recipient, plus one-half of the remainder within individual maxi- 
mums of $50. For aid to dependent children the Federal share of 
payments is three-fourths of the first $12 of a State’s average monthly 
payment per recipient (including one adult per family), plus one-half 
the remainder within individual maximums of $27 for the parent or 
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other relative with whom the children are living, $27 for the first 
child and $18 for each additional child in a family. 


Section 3 of bill as passed by the Senate 


Under section 3 of the bill as added on the floor of the Senate the 
Federal share would be increased for the four State-Federal public 
assistance programs. For old-age assistance, aid to the blind, and aid 
to the permanently and totally “disabled the Federal share would be 
four-fifths of the first $25 of a State’s average monthly payment per 
rec ‘ipie nt, plus one-half the remainder within individual maximums of 
$55. For aid to dependent children, under the floor amendment, the 
Federal share would be four-fifths of the first $15 of a State’s average 
monthly payment per recipient (including one adult per family) plus 
one-half the remainder within individual maximums of $30 for the 
parent or other adult with whom the children are living, $30 for the 
first child, and $21 for each additional child. The increase in the 
Federal share of public assistance payments under the floor amend- 
ment would be limited to the period October 1, 1951, through Septem- 
ber 30, 1953, for the four programs. 


Section 3 of bill as approved by Committee on Finance 

Section 3 of the bill as approved by the Committee on Finance 
would increase the Federal share in public assistance payments over 
present ae for the four programs on a permanent basis, beginning 
October 1, 1951. For old-age assistance, aid to the blind, and aid to 
the estate and totally disabled, the Federal share would be 
three-fourths of the first $26 of a State’s average monthly payment 
per recipient, plus one-half of the remainder within individual maxi- 
mums of $53. For aid to dependent children the Federal share would 
be three-fourths of the first $16 of a State’s average monthly payment 
per recipient (including one adult per family) plus one-half the 
remainder within individual maximums of $29 for the parent or other 
adult relative with whom the children are living, $29 for the first 
child, and $20 for each additional child in a family. 

The committee-approved bill is designed to increase payments to 
recipients of old-age assistance, aid to the blind, and aid to the per- 
manently and totally disabled $3 per month on the average without 
increasing State and local expenditures. Those States now providing 
average payments of $23 or more (including Federal, State, and local 
funds) would obtain full advantage of the proposed increase, as they 
are now providing at least $6.50 per recipient from State and local 
funds. To obtain full advantage of the proposed increase, the States 
now providing average payments of less than $23, would have to 
raise their average payments so that the State and local contributions 
would be at least $6.50 per recipient. 

Under the committee-approved bill, aid-to-dependent-children 
payments could be increased an average of $2 per month per recipient 
(including the dependent children and one adult per family) without 
increasing State and local expenditures. Those States now providing 
average payments of $14 or more (including Federal, State, and local 
funds) per person on the rolls would obtain full advantage of the 
proposed increase as they are now providing at. jeast $4 per recipient 
from State and local funds. To obtain full advantage of the proposed 
increase, the States now providing average payments of less than 
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$14 per recipient would have to raise their average payments so that 
the State and local contributions would be at least $4 per recipient. 

Thus, the maximum Federal share of expenditures for the 4 State- 
Federal public-assistance programs is retained at 75 percent. Your 
committee believes that to increase this maximum percentage would 
endanger the continuance of the joint State and Federal responsibility 
for public-assistance programs established in 1935 with the passage of 
the Social Security Act. Moreover, through the enactment of the 
Social Security Act Amendments of 1950, the Congress strengthened 
the old-age and survivors insurance program so as to make contribu- 
tory social insurance the basic method of affording protection against 
the economic hazards of old-age and premature death. In a 9-month 
period the number of aged receiving benefits under the insurance 
program has increased from 2.2 million in August 1950, to more than 
3 million in May 1951. This number will continue to rise in the future 
as the 1950 amendments become more fully effective. 

The estimated annual costs to the Federal Government under sec- 
tion 3 of the committee-approved bill is approximately $139.7 million 
as ¢ ‘ompared to an estimated cost of approximately $259 million under 
section 3 as added on the floor of the Senate. The estimated cost by 
program under the committee-approved bill is set forth in the following 
table; 


Annual 
additional 
Federal costs 
Program in millions) 
Total, all programs. ___- eee Bd ee $139. 7 
Old-age assistance ae 91.6 
Aid to dependent children _ - ~~ ----_- $2. 0 
Aid to the blind 2.8 
Aid to permanently and totally disabled 3.3 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing Rules 
of the Senate, changes in existing law made by the bill are shown as 
follows (existing law proposed to be omitted is — in black 
brackets; new matter is printed in italics; existing law in which no 
change is proposed is shown in roman): 


SecTion 22 oF THE INTERNAL REVENUE CODE 


Sec. 22. Gross INCOME. 

(a) General Definition— * * * 

(b) Exclusions from Gross Income.—The following items shall not be included 
in gross income and shall be exempt from taxation under this chapter: 

(1) Life insurance— * * * 

* * * * * * * 

(9) INCOME FROM DISCHARGE OF INDEBTEDNEss.—In the case of a corporation, 
the amount of any income of the taxpayer attributable to the discharge, within 
the taxable year, of any indebtedness of the taxpayer or for which the taxpayer 
is liable evidenced by a security (as hereinafter in this paragraph defined) [if the 
taxpayer makes and files at the time of filing the return, in such manner as the 
Commissioner, with the approval of the Secretary, by regulations prescribes, its 
consent ] if the taxpayer, at such time and in such manner as the Secretary by regula- 
tions prescribes, makes and files its consent to the regulations prescribed under 
section 113 (b) (3) then in effect. In such case the amount of any income of the 
taxpayer attributable to any unamortized premium (computed as of the first day 
of the taxable year in which such discharge occurred) with respect to such in- 
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debtedness shall not be included in gross income and the amount of the deduc- 
tion attributable to any unamortized discount (computed as of the first day of the 
taxable year in which such discharge occurred) with respect to such indebtedness 
shall not be allowed as a deduction. As used in this paragraph the term ‘‘security’”’ 
means any bond, debenture, note, or certificate, or other evidence of indebtedness, 
issued by any corporation. [This paragraph shall not apply to any discharge 
occurring before the date of enactment of the Revenue Act of 1939, or in a taxable 
year beginning after December 31, 1951.] 

(10) INCOME FROM DISCHARGE OF INDEBTEDNESS OF A RAILROAD CORPORATION.— 
The amount of any income attributable to the discharge within the taxable year 
of any indebtedness of a railroad corporation, as defined in section 77m of the 
National Bankruptcy Act, as amended, to the extent that such income is deemed 
to have been realized by reason of a modification in or cancellation in whole or in 
part of such indebtedness pursuant to an order of a court in a receivership pro- 
ceeding or in a proceeding under section 77 of the National Bankruptcy Act, as 
amended. In such case the amount of any income of the taxpayer attributable 
to any unamortized premium (computed as of the first day of the taxable year in 
which such discharge occurred) with respect to such indebtedness shall not be 
included in gross income and the amount of the deduction attributable to any 
unamortized discount (computed as of the first day of the taxable year in which 
such discharge occurred) with respect to such indebtedness shall not be allowed as 
a deduction. Paragraph (9) shall not apply with respect to any discharge of 
indebtedness to which this paragraph applies. This paragraph shall not apply 
to any diseharge occurring in a taxable year beginning after [December 31, 1951] 
December 31, 1954. 





SECTION 3 (A) OF THE Socrat Security Act 


Sec. 3. (a) From the sums appropriated therefor, the Secretary of the Treasury 
shall pay to each State which has an approved plan for old-age assistance, for 
each quarter, beginning with the quarter commencing October 1, [1950] 19451, 
(1) in the case of any State other than Puerto Rico and the Virgin Islands, an 
amount, which shall be used exclusively as old-age assistance, equal to the sum 
of the following proportions of the total amounts expended during such quarter 
as old-age assistance under the State plan, not counting so much of such expendi- 
ture with respect to any individual for any month as exceeds [$50] $53— 

(A) three-fourths of such expenditures, not counting so much of any ex- 
penditure with respect to any month as exceeds the product of [$20] $26 
multiplied by the total number of such individuals who received old-age 
assistance for such month; plus 

(B) one-half of the amount by which such expenditures exceed the maxi- 
mum which may be counted under clause (A); 

and (2) in the case of Puerto Rico and the Virgin Islands, an amount, which shall 
be used exclusively as old-age assistance, equal to one-half of the total of the sums 
expended during such quarter as old-age assistance under the State plan, not 
counting so much of such expenditure with respect to any individual for any 
month as exceeds $30, and (3) in the case of any State, an amount equal to one- 
half of the total of the sums expended during such quarter as found necessary by 
the Administrator for the proper and efficient administration of the State plan, 
which amount shall be used for paying the costs of administering the State plan 
or for old-age assistance, or both, and for no other purpose. 





Section 403 (A) or THE SocraL Security Act 


Sec. 403. (a) From the sums appropriated therefor, the Secretary of the 
Treasury shall pay to each State which has an approved plan for aid to dependent 
children, for each quarter, beginning with the quarter commencing October 1, 
[1950] 1951, (1) in the case of any State other than Puerto Rico and the Virgin 
Islands an amount, which shall be used exclusively as aid to dependent children, 
equal to the sum of the following proportions of the total amounts expended dur- 
ing such quarter as aid to dependent children under the State plan, not counting 
so much of such expenditure with respect to any dependent child for any month 
as exceeds [$27] $29, or if there is more than one dependent child in the same 
home, as exceeds [$27] $29 with respect to one such dependent child and [$18] 
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$20 with respect to each of the other dependent children, and not counting so 
much of such expenditure for any month with respect to a relative with whom 
any dependent child is living as exceeds [$27] $29— 

(A) three-fourths of such expenditures not counting so much of the ex- 
penditures with respect to any month as exceeds the products of [$12] $16 
multiplied by the total number of dependent children and other individuals 
with respect to whom aid to dependent children is paid for such month, plus 

(B) one-half of the amount eo which such expe nditures exceed the maxi- 
mum which may be counted under clause (A); 

and (2) in the case of Puerto Rico and the Virgin Islands, an amount, which shall 
be used exclusively as aid to dependent children, equal to one-half of the total of 
the sums expended during such quarter as aid to dependent children under the 
State plan, not counting so much of such expenditure with respect to any dependent 
child for any month as exceeds $18, or if there is more than one dependent child in 
the same home, as exceeds $18 with respect to one such dependent child and 
$12 with respect to each of the other dependent children; and (3) in the case of 
any State, an amount equal to one-helf of the total of the sums expended during 
such quarter as found necessary by the Administrator for the proper and efficient 
administration of the State plan, which amount shall be used for paying the costs 
of administering the State plan or for aid to dependent children, or both, and for 
no other purpose. 





SecTION 1003 (a) oF THE SocrtaL Securiry Act 


Sec. 1003. (a) From the sums appropriated therefor, the Secretary of the 
Treasury shall pay to each State which has an approved plan for aid to the blind, 
for each quarter, beginning with the quarter commencing October 1, [1950] 1951 
(1) in the case of any State other than Puerto Rico and the Virgin Islands, an 
amount, which shall be used exclusively as aid to the blind, equal to the sum of 
the following proportions of the total amounts expended during such quarter as 
aid to the blind under the State plan, not counting so much of such expenditure 
with respect to any individual for any month as exceeds [$50] $43 

(A) three-fourths of such expenditures, not counting so much of any ex- 
penditure with respect to any month as exceeds the product of [$20] $26 
multiplied by the total number of such individuals who received aid to the 
blind for such month, plus 

(B) one-half of the amount by which such expenditures exceed the maxi- 
mum which may be counted under clause (A); 

and (2) in the case of Puerto Rico and the Virgin Islands, an amount, which shall 
be used exclusively as aid to the blind, equal to one-half of the total of the sums 
expended during such quarter as aid to the blind under the State plan, not count- 
ing so much of such expenditure with respect to any individual for any month as 
exceeds $30; and (3) in the case of any State, an amount equal to one-half of the 
total of the sums expended during such quarter as found necessary by the Admin- 
istrator for the proper and efficient administration of the State plan, which amount 
shall be used for paying the costs of administering the State plan or for aid to the 
blind, or both, and for no other purpose. 
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Sec. 1403. (a) From the sums appropriated therefor, the Secretary of the 
Treasury shall pay to each State which has an approved plan for aid to the 
permanently and totally disabled, for each quarter, beginning with the quarter 
commencing October 1, [1950] 1951, (1) in the case of any State other than Puerto 
tico and the Virgin Islands, an amount, which shall be used exclusively as aid to 
the permanently and totally disabled, equal to the sum of the following proportions 
of the total amounts expended during such quarter as aid to the permanently and 
totally disabled under the State plan, not counting so much of such expenditure 
with respect to any individual for any month as exceeds [$50] $53 
(A) three-fourths of such expenditures, not counting so much of any 
expenditure with respect to any month as exceeds the product of [$20] $26 
multiplied by the total number of such individuals who received aid to the 
permanently and totally disabled for such month, plus 
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(B) one-half of the amount by which such expenditures exceed the maxi- 
mum which may be counted under class (A); 
and (2) in the case of Puerto Rico and the Virgin Islands, an amount, which shall 
be used exclusively as aid to the permanently and totally disabled, equal to one- 
half of the total of the sums expended during such quarter as aid to the perman- 
ently and totally disabled under the State plan, not counting so much of such 
expenditure with respect to any individual for any month as exceeds $30; and (3) 
in the case of any State, an amount equal to one-half of the total of the sums 
expended during such-quarter as found necessary by the Administrator for the 
proper and efficient administration of the State plan, which amount shall be used 
for paying the costs of administering the State plan or for aid to the permanently 
and totally disabled, or both, and for no other purpose. 


O 
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Mr. Durr, from the Select Committee on Small Business, submitted 
the following: 


REPORT 


PREFACE 


The nonscheduled air carrier problem has been a continuous one for 
the Civil Aeronautics Board since 1945. Twice, this small segment of 
the air transportation industry has been faced with what it believed 
to be a determined effort by the CAB to eliminate it entirely from the 
air transport field. On both occasions, the nonscheduled air carriers 
have petitioned committees of the United States Senate for aid. 

On the first occasion, 1949, hearings were held before the Senate 
Interstate and Foreign Commerce Committee, of which Senator Edwin 
Johnson of Colorado is chairman. On the second occasion, of which 
this report is a development, the irregular carriers, all of which are 
small business enterprises, have sought aid from this committee. 
Their petition was precipitated by the CAB’s adoption on March 2, 
1951, of amendment No. 1 to part 291 of the Board’s economic 
regulations. This amendment was to become effective on April 6, 
1951, and would restrict all irregular carriers—the so-called non- 
skeds—to three round-trip flights per month over major traffic 
segments and eight round-trip flights between all other points. 

This report summarizes the information developed by your com- 
mittee and presents its conclusions and recommendations. 

I would like to take this opportunity to express the appreciation of 
the Senate Small Business Committee for the help and cooperation of 
the members and staff of the Civil Aeronautics Board. Their con- 
structive assistance has aided the committee greatly. 


JOHN SPARKMAN, 
Chairman, Select Committee on Small Business. 


Wasuinaton, D. C., July 10, 1951. 
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INTRODUCTION 


This committee is properly concerned with the problems presented 
by the nonscheduled air carriers on several counts: 

First of all, the operation of the nonscheduled air carriers represents 
a small but important segment of the entire commercial air transport 
industry of the country. 

Second, this segment has continued to exist and has grown to its 
present stature and size entirely as a result of its own efforts and only 
because it has fulfilled a public demand for service not provided by any 
other segment of the commercial air transport system. 

Third, there appear reasonable grounds for concluding that there 
exists a certain identity of interest between the CAB and the more 
firmly established portion of the industry. Such identity of interest 
is not infrequent between Government regulatory bodies and those 
subject to their regulation. 

Fourth, and perhaps most important in terms of the committee’s 
proper interest in this matter, is the fact that each nonscheduled air 
carrier is a small business entity, seeking to maintain its place i in the 
economy and looking forward to growth as it attracts an increasing 
public demand for its services. 

On March 2, 1951, the Civil Aeronautics Board adopted amendment 
No. 1 to part 291 of its Economic Regulations. This amendment, 
effective April 6, 1951, would have restricted the operation of the 
large irregular air carriers. The carriers protested the order to the 
Select Committee on Small Business of the United States Senate and 
claimed that the real intent of the order was to force them out of 
business. On March 27, 1951, Senator John J. Sparkman, chairman 
of the Select Committee on Small Business requested a 90-day delay 
in the effective date of the order to permit the committee to make 
‘“‘a full and complete study of the problem.” On March 30, 1951, 
the CAB notified the committee that a 30-day extension had been 
granted. On April 30, 1951, a further stay until June 5, 1951, was 
granted and was later exte nded to July 5, 1951. 

Following an initial staff study, the committee held 7 days of hear- 
ings and heard 22 witnesses. Outlining the scope and objective of 
the hearings, Senator Sparkman on the opening day made the follow- 
ing statement: 

The scope of our jurisdiction is limited. The purpose of these hearings is to 
find out first under what authority these lines, these irregular carriers, began 
operations. We want to find out whether or not the operation of the irregular 
carriers would contribute to or damage the economic strength of the air trans- 
portation industry. In the event it appears that it would strengthen the air 
transportation industry, then we would hope to find out whether or not the Civil 
Aeronautics Board has the power under the Civil Aeronautics Act of 1938 to 
permit these irregular carriers to operate. If such operation is desirable and if 
the power is not there to allow them to operate, then we want to determine what 
changes in the law may be needed. Let me make it clear that this not an investi- 
gation of the Civil Aeronautics Board and its operations. It is not an over-all 
investigation as some people seem to have understood. 

Several weeks after the conclusion of the hearings, Judge Walter 
Bastian of the United States District Court for the District of Co- 
lumbia granted a permanent injunction against the implementation 
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of the regulation by the CAB. In his decision Judge Bastian stated 
that the irregular airlines 





have substantial investments, serious contractual commitments and have de- 
veloped valuable business and good will, all of which will be jeopardized unless the 
regulation is voided by the court. 

The Board’s procedure which provided for each irregular carrier to 
apply for individual exemptions, was considered “proper” by the 
court. Judge Bastian pointed out: 

While these applications were pending, the order complained of was announced 
without a proper notice of hearing and opportunity to present evidence and argu- 
ment. The position taken by the Board is one which would hack away at the 
Administrative Procedure Act. It may be noted that no question of publie 
safety is involved in the instant case. 

Although this decision, unless reversed by a higher court, eliminates 
the immediate threat to the irregular carriers, each carrier must still 
apply to the CAB for an individual exemption. In practice, the Board 
has been approving these applications only if the carrier flew fewer 
than the three and eight flights a month.! Thus there is still the basic 
policy question on what role the irregular airlines can play in the 
transportation industry. 


Part I. THe NonscHepuLep Arr CARRIER INDUSTRY 


1. BACKGROUND AND HISTORY 


Until 1944 or 1945, there was no so-called nonscheduled industry of 
the type which came into existence during those years and which 
has developed during the past 6 years. The Civil Aeronautics Act, 
which became law in 1938 by general language granted permanent 
operating authority to the 16 carriers who were then transporting 
passengers, property, and mail by air on a scheduled basis. Any 
other persons who might desire to engage in common carrier air 
transportation were by the act required to first secure from the CAB 
a certificate of public convenience and necessity, which required 
proof (a) of fitness, willingness, and ability to operate, and (6) that 
the proposed services were required by the public convenience and 
necessity. 

There were at the time many owners of small aircraft who performed 
maintenance and other non-common-carrier activities and who en- 
gaged in limited common-carrier activities between various points not 
on any regular scheduled basis. The CAB was overburdened with 
the processing the certificates of the 16 original scheduled carriers, as 
well as the applications of those who wished to enter upon regular 
scheduled operations, and therefore could not devote such attention 
to these operators who flew as common carriers only on a limited 
basis. However, the language of the act would have rendered this 
type of operation unlawful had not the CAB taken some sort of action. 
Therefore, a regulation was adopted authorizing nonscheduled opera- 
tion by all operators without the necessity of obtaining individual 
authority from the CAB. 

1 Donald W. Nyrop, Chairman of the Civil Aeronautics Board, wrote your committee that “it should 
be understood that the air carriers who have received exemptions for irregular operations or who will receive 


such exemption are not and will not be the coach-type operators who have engaged in scheduled route- 
type operations in willful and flagrant violation of the Board’s regulations.” 
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Until 1944 or 1945 there were no carriers (or practically none) who 
had large transport type aircraft, such as DC-3’s or DC-4’s, operating 
under the nonscheduled regulation. Therefore, no problems arose as 
to the proper extent of operations under this regulation. 

Many witnesses before this committee outlined the various factors 
which gave rise to the nonscheduled industry as it exists today and 
to the problems arising from this development. In 1944 or 1945, 
veterans who had engaged in various air transportation activities in 
various capacities returned to this country to resume their civilian 
activities. Coincident with their return the Government found itself 
with surplus large transport type aircraft especially DC-—3’s, up to 
that time the backbone of the commercial flying industry. Pamphlets 
were issued by the War Assets Administration and loans were facili- 
tated by the Reconstruction Finance Corporation, in an effort to 
expedite the sale of these surplus craft. Furthermore, public demand 
for expanded flying services increased substantially during this period. 

Thus we see a coincidence of events that found available aircraft, 
Government desire to sell them at reasonable terms, trained, personnel, 
and traffic demand—all developing at about the same time. Many 
veterans responded at once. ‘They invested savings in surplus craft, 
and borrowed what they could in order to start operations with a 
minimum of delay. The public’s demand was not being sufficiently 
met by the certificated carriers, and these veterans moved into the 
void. It must be noted that the Civil Aeronautics Administration, 
as indeed it should have, cooperated fully with these carriers as their 
operations progressed. 

Viewing this picture, it cannot reasonably be concluded that these 
carriers organized themselves in bad faith for the purpose of operating 
in violation of the law. As witnesses have testified, and as appears 
reasonable to this committee, neither the persons organizing these 
carriers, nor the CAB itself, knew what direction developments would 
take. Although it appears now that large craft like the DC-—3’s and 
DC-4’s cannot be operated unless something i in the nature of a foam 
type service is authorized, it was not known then that such a service 
on a limited scale would later be held unlawful. The concept of route- 
type service apparently did not even come into existence until May 
25, 1950, when the Board first undertook to deny operating authority 
renewals on the ground that its regulations did not permit such 
operation. 

Operations by these carriers, or by some of them, continued, and 
certain of them expanded their operations during 1945 and 1946 while 
the Board had before it its investigation on nonscheduled air carriers 
(6 CAB 1049). As the record shows, the Board’s examiner was of the 
opinion that it would be reasonable to allow unlimited flights origi- 
nating, or destined for, a carrier’s operating base, plus 10 flights per 
month between any and all points other than his base. Although the 
Board’s decision did not settle the problem, it did state that the 10- 
flight proposal would ‘retain the distinction between scheduled and 
nonscheduled operations.”” A proposed regulation, issued at the same 
time’ as this opinion, contemplated at least these 10 flights and, in 
addition, more than 10 for at least two consecutive months, and even 
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thereafter if these additional flights resulted from ‘‘unusual, emergency 
or nonrecurring conditions.’’ In its opinion, the Board specifically 
referred to and discussed the new nonscheduled carriers operating 
large transport-type aircraft, which had grown up during the immedi- 
ate postwar period. 

Since the hearings were held and the oral arguments heard, the termination 
of the war has released thousands of trained airmen and made available hundreds 
of aircraft, and many of these airmen and aircraft are being organized to conduct 
important new air transportation services, relying upon their exempt status under 
section 292.1. 

From the date of this opinion and proposed regulation, the Board 
has required and apparently received full and complete reports cover- 
ing inter alia, the scope and extent of all nonscheduled carrier opera- 
tions. Later, in November 1946, the Board proposed to exempt 
entirely the cargo-carrying irregulars from any frequency limitation, 
with the suggestion that in the meantime they file for certificates of 
public convenience and necessity. The proposal made with reference 
to air coach passenger carriers was that they apply for and secure 
individual exemptions and be subject to tariff filing and other economic 
requirements. 

In May 1947, a regulation based on this proposal was issued and 
thereafter all carriers known as “large irregular carriers” (i. e., the 
operators of DC 3’s and DC-4’s) had to apply for letters of registra- 
tion. These were apparently issued by the Board to all applicants it 
found entitled to them, regardless of previous frequency or regulation 
of operation. 

Beginning in 1948 the Board apparently commenced a program of 
strict enforcement of the exe mption regulation, resorting to suspension 
orders without hearings, court injunctions, and proceedings to revoke 
letters of registration. It appears from testimony that the certificated 
carriers took an active interest in these efforts to eliminate the non- 
scheduled air carriers, and at least one of them instituted injunction 
proceedings on its own behalf, aided by the Board, against certain 
‘“‘nonskeds.”’ 

To the extent that the “nonskeds”’ still exist today, they have 
managed to survive since 1948 in spite of constant harassment: The 
CAB’s ever-narrowing interpretation of its regulations; new regulations 
designed to limit the ‘‘nonskeds”’ almost entirely to noncommon carrier 
operations; vigorous enforcement activities and regulatory actions 
which will, if unchecked, inevitably eliminate them within a year or 
two; and a campaign possibly inspired by major airlines to discredit 
them in the public mind. 

In his testimony before your committee, Delos W. Rentzel, former 
Chairman of the Civil Aeronautics Board, stated: 

At the time of the enactment of the act, there were only two classes of air 
operators—the first were the airlines which performed regular passenger service 
and generally carried the mail pursuant to the contracts already referred to above; 
the second were the small fixed-base operators possessing small airplanes, which 
they used primarily in short-haul, demand-type charter operations and without 
Government support. 

Since both types of operators were common carriers under the decisions of the 
courts, the Civil Aeronautics Act encompassed both in its regulatory scheme, 
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However, the Congress incorporated in the law a provision permitting the Board 
to exempt air carriers from the economic provisions of the act where their opera- 
tions were of such limited extent or were affected by such unusual circumstances 
that the economic requirements—including the requirement for holding a Federal 
certificate of public convenience and necessity—would be an undue burden upon 
them. 

Thus, at the outset of Federal economic regulation of air carriers, the solution 
was easy. It was to require all airline-type operators to hold certificates of public 
convenience and necessity and to exempt the operators of the small airplanes from 
the economic provisions of the act so as to permit the continuance of the irregular 
type of service they then performed. The difficulties with this approach arose 
shortly after the end of the war. 

The availability of transport-type aircraft, trained personnel to operate them, 
and a strong public demand for air transportation which the certificated lines were 
then not completely able to fill combined to make the air-transport field a very 
attractive one for the war-trained pilot. The service which these new operators 
desired to perform was essentially a route-type service which, under the provisions 
of the act and the Board’s then-existing regulatory policy ri could be provided only 
after a certificate of public convenience and necessity had been obtained. 

However, they attempted to fit their operations into the framework of the 
earlier exemption regulation. The subsequent history is well known to the 
committee, with the Board on the one hand attempting, through regulatory and 
enforcement action, to keep these vital new carriers to an irregular and demand- 
type operation and the carriers on the other hand attempting to provide as regular 
a service as possible. 

The Board, in tightening up its irregular air-carrier regulations in order to meet 
the problems posed by the growth of the large irregular carriers, also imposed 
restrictions on the small fixed-base operators, the type of irregular operator which 
the act envisoned at the time it was passed and the only type that could exist at 
that time. 

We have now reexamined this policy with respect to the small irregulars—that 
is, the charter and irregular operator operating out of a base with small aircraft 
and on February 14, 1951, the Board approved for circulation to the public a 
proposed regulation which would permit regularity of operations within the 
continental United States of aircraft operators utilizing equipment of less than 
12.500 pounds. 

In issuing this regulation for public comment, it was the Board’s belief that 
these small-aircraft operations were primarily auxiliary to, and not in competition 
with, those of the certificated air carriers. Costwise, their operations will be 
considerably more expensive and their service in general will be less reliable than 
is the case with the certificated carriers. 

The small air carriers will perform basically an air-taxi-type service from points 
on airline routes to communities not now served by air transportation. 

Along with its most recent regulatory enactment, in which the Board 
would limit the ‘“‘nonskeds”’ to three flights per month between major 
traffic points, an exemption was granted for the performance of certain 
military operations. Conceivably this exemption could keep some of 
these carriers alive during the present emergency. Thereafter they 
would go out of business. The inevitable result of this regulation plus 
other Board activities in this regard, is well summed up by the follow- 
ing extract from an article in American Aviation (March 19, 1951): 

The Board has been disposing of these (exemptions) applications on the average 
of seven a month since the machinery for handling them was set up in May 1950. 
Of this seven, one is usually approved, three are denied finally and the lines put 
out of business, and three are denied tentatively with operating rights remaining 
intact usually until after public hearings are held. At this rate, the “‘nonsked”’ 
industry, as such, would survive at least through 1952. But with the new 
regulation in effect, the future of the majority of these lines depends almost solely 
on the duration of the present nationalemergency. If it extends beyond 6 months, 
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it is almost certain that CAB will extend the blanket exemption for military 
charters for as long as necessary. On the other hand, if it should expire in 6 
months or less then most of the ‘‘nonskeds’’ would have to fold because being 
dependent on revenues from air transportation, they could not economically hope 
to survive under the tighter restrictions being imposed by the Board es 


In the February 1, 1950, issue of the same publication appears 
another pertinent article, entitled “CAB Crack-Down Brings End 


Nearer for Nonskeds.”’ The following statements appear therein: 
The present type of enforcement procee lings, since adopti f Re Lal 
291), however, has as its ultimate aim revocation of the letter of re tration whie 

the nonsked needs to continue operations as an air carrier 
The Board has embarked on a highiv effective campaig 
the carriers involved, will wipe out all but a skeleton number vith 
opening an exemption docket ; 
The size of the carriers involved and the increased frequeney wit! hich CAB 
is instituting these proceedings give strong support to the theor at tl 1 


will be taken out of the nonsked industry via the enforce 


2. THE INDUSTRY TODAY 


Ther are approximately 50 nonscheduled irregular air arriers mM 
the I nited States today Thesé are airlines which have no certifieat 
from the Civil Aeronautics Board but operate under letters of regis- 
tration. They receive no subsid: but must meet substant all all thi 
safety and operational requirements that the Civil Aeronautics 


Authority has established for the regular certificated airlines. Gen- 
erally, they operate so-called coach services on heavy traflic routes 
at fares well below the regular airlines. These nonscheduled airlines 


own or lease a total of 188 large transport-ty pe aircralt In 1950 the 
irregular airlines flew a total of 447,110 passengers and 761,065,97: 
revenue passenger-miles. ‘The 1950 volume of the nonscheduled air- 
lines was equivalent to 2.8 percent of the passengers carried by th 


certificated airlines and 9.6 percent of the total revenue passenger- 
miles of the certificated airlines. There appears to be gener 
ment on the fact that only a verv small portion of this tratflic could 


represent even theoretical diversion from certificated carriers. in 
view of new traffic developed by the “nonskeds,” it seems doubtful 


if there is any net diversion. 

One factor which enters into irregular air carrier operation is that 
of equipment and personnel utilization. The members of the CAB 
testified that large transport-tvpe aircraft must be more or less con- 
stantly engaged in revenue-producing service if the operation is to 
be economically feasible. The investment in such flight equipment 
cannot be borne by an air carrier if the equipment remains idle for 
a sustained period of time. A minimum organization is essential to 
the proper conduct of any air transport operation. Witnesses testified 
that some of the larger ‘‘nonskeds” emploved regularly between 150 
and 200 people. Each carrier has the problem of route familiarity 
for its pilots and maintenance of its aircraft. It was apparent from 
the testimony that 14 to 15 flights a month between designated points 
was the minimum required by even the small carriers. All the air 
carriers who were represented at the hearings testified that a reduetion 
below this minimum would lead to insolvency. 
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Safety regulations applicable to the irregular carriers have, for the 
past 2 years, insofar as possible been made substantially identical to 
those applicable to the certified carriers. (If a route-type service were 
authorized, such requirements could be entirely identical to those of 
the certificated carriers.) The last accident on a nonscheduled air 
carrier occurred in July of 1949; in March of this year they completed 
a billion revenue passenger-miles of common-carrier operations with- 
out a fatality. 


A. The nonscheduled industry and national defense 

Over 500 pilots are regularly engaged in nonscheduled operations. 
These fliers, plus the flight crews and maintenance personnel consti- 
tute a sizable reservoir of technicians who are continuously engaged 
in the operation and maintenance of aircraft. Also, valuable man- 
agerial skill has been developed by the nonscheduled operators, who 
have used and adapted their broad war experience to commercial 
aviation. The nonscheduled industry has kept alive and developed 
technical skill and administrative know-how which has proved to be 
of great value in defense emergencies. 

These carriers Offer a flexible airlift capacity that can be brought 
into military use far more rapidly than the certificated airlines whose 
equipment is obligated by commitments and schedules to service 
regularly appointed routes. The irregular carriers participated in 
both the Korean and Berlin Airlifts. In September 1950 some 60 
percent of the airlift to Korea contracted to commercial airlines was 
flown on nonscheduled carriers. In the Berlin Airlift over 50 percent 
of the cargo which was transported by commercial air carriers went 
via planes operated by the nonscheduled industry of the United States. 

One witness pointed out: 


The general problem of the relation of civil air carriers to national defense has 
been considered by Government authorities other than the Civil Aeronautics 
Board, It has been the consistent policy of the Department of National Defense 
to assist and encourage the development of the civilian air-transportation industry 
as a necessary supplement to national defense. The basic reasoning behind this 
policy is that such encouragement creates in the case of irregular air carriers 
reserve aircraft which are immediately available to the Department of National 
Defense in the event of a national emergency. This policy also creates, without 
cost to the Government, a reserve of trained pilots, mechanies and other flight 
personnel. The policy also helps familiarize flight crews and other personnel 
with operations in foreign countries. There are various indirect benefits of this 
policy, a principal one being the creation of extensive maintenance and overhaul 
facilities which are available for work on military aircraft. 

Other Government agencies have also considered this problem. The report of 
the President’s Air Policy Commission was a result of a comprehensive study of 
the whole aviation industry. This report concluded that (1) there is an urgent 
need to develop and maintain a fleet of civilian transport aircraft to act as a 
reserve pool for immediate military use in the event of a national emergency, 
and (2) substantial contributions have been made to the development of civil 
aviation by small veteran-owned companies, particularly in the field of air freight. 


B. Development of new markets 


The growth of the air-coach transportation is a phenomenon of the 
postwar period. From the time the first postwar nonscheduled enter- 
prises commenced in 1945, the yearly traffic has grown to 760,000,000 
revenue passenger-miles in 1950. 
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Number of revenue passengers and peers miles flown by certificated and irregular 
domestic air carriers, calendar years 1946 through 1950 


NUMBER OF REVENUE PASSENGERS 


— sare agree ena 


| 











| Certificated | Irregular carriers 
Calendar year | domestic eel - re 
~arriere 1 
| Carrers Total Large Small 
BE cal ai asd ates cimetidine a 12, 213, 445 (2) 
1947 ‘ ee ; YP aba 12, 890, 208 2) (2 ( 
1948 5 ee ‘ nee je a 13, 168, 095 189, 488 189, 488 (2) 

1949 | 15, 120, 015 | 393, 332 281, 756 3 111,776 
1950 17, 424, 858 | 498, 799 461, 340 | 4 37, 459 
REVENUE PASSENGER-MILES 

Thousands 
1946 je oe . 5, 947, 956 (2) (2) (2) 
1947 6, 109, 508 (2) 2 
1948 . 5, 980, 993 457, 954 2 
1949 : 6, 758, 003 53 570, 958 16, 645 
1950 : 8, 012, 536 795, 569 779, 768 415, 801 


1 Schedule operations. 

? Data not available. 

3 Data reported by 499 carriers. 

4 Data reported by 47 carriers 2 of which did not report number of passengers. 


The certificated airlines have charged that the nonscheduled oper- 
ators ‘“‘skim the cream”’ off the air-travel market: that they step into 
the profitable routes without any responsibility or expense in develop- 
ing the subsidiary and feeder routes, and further that the nonscheduled 
planes only take off when the pay load is profitable. The nonsched- 
uled operators reply that they have in no way “stolen’’ from the 
existing market of the “luxury airlines’ but that they have instead 
gone out to build their own market, prospecting “those millions of 
Americans who want air travel—if it is offered to them at a price 
they can afford.”’ With a view to developing mass markets, the non- 
scheduled lines have expended substantial amounts to educate and 
cultivate public understanding of air-coach economy. The target of 
this advertising has been the lower income bracket traveler who 
normally uses railway coach or bus. This public, far from expecting 
luxury, willingly foregoes some of the comforts and attention afforded 
the major airline passenger, in exchange for rapid transportation at 
low cost. 

It required several years of experimentation and public education on 
the part of the nonscheduled lines before the certificated airlines 
operated their first coach flight in November of 1948. Even as late 
as the fall of 1949 the president of American Airlines stated publicly 
that an air-coach service was not a part of the concept of the plane of 
American Airlines. However, American Airlines has since instituted 
DC-6 air-coach service. Trans World now offers Constellation 
air-coach service.* Apparently both lines are carrying the low-cost 
passengers without hurting the regular-fare business. Certainly the 
public, to the extent that such service is offered, is benefiting. 

Repeatedly witnesses before your committee pointed out that non- 
scheduled airlines had developed a wholly new market of air trans- 
portation. The result of surveys of the passengers carried by the 
irregulars presented to the committee indicated that 80 percent of the 

? Although the first irregular coach flights were made in 1946, the certificated lines aa e only recently gone 


into this type of operation. There follows a complete list of present domestic coach service by certificated 
carriers. (Footnote 2 continued on p. 10. 
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nonscheduled passengers would not have flown if the coach-type 
service had not been available. 

Your committee was particularly interested in the case of the air 
service between Los Angeles and San Francisco. Nation-wide, only 
about 4 percent of the intercity passengers travel by air. However, 
in early 1949, a small independent airline started an air-coach service 
between Los Angeles and San Francisco at $9.95—one-half of the 
scheduled airline fare. This first line was soon joined by cad 
others, despite the violent protests of the scheduled airlines. When 
one of these scheduled airlines, Western Airlines, attempted to partici- 
pate in this coach-type service, it met with strong opposition by the 
CAB. To circumvent the CAB’s authority it formed a subsidiary 
company, Western Air of California, which could operate intrastate 
under the California Public Utility Commission rather than the CAB. 
The success of this operation was so great that the CAB finally per- 
mitted both Western Airlines and United Airlines to operate a coach- 
type service between the two cities. 

The result of this development of low-cost, air travel pioneered by 
the small irregular airlines is that more people travel between Los 
Angeles and San Francisco by air then by rail and bus combined. 
Sixty percent of all common carrier transportation between these 
cities is by air, a figure far in excess of that applicable to any other 
route. The service has apparently been profitable. Furthermore, 
and recognizing that the point may be inconclusive, the past 2 years 
which have shown the steady development of air coach by both 
“nonskeds” and certificated carriers, have been the most profitable 
vears in the history of the certificated air carriers. 

Your committee was very interested in the impact of air transporta- 
tion on Alaska. One witness testified that the ‘‘nonskeds”’ had reduced 
the cost of air freight to Alaska from 68 cents a pound to 15 cents. 
It was pointed out that fruits, vegetables, and produce which were 
seldom available in Alaska before the “nonskeds’”’ are now being 
transported in quantities. The Public Health Service was quoted 
having credited this development with wiping out scurvy in Alaska. 

Your committee was alarmed by the testimony of the Honorable 
Ernest Gruening, Governor of Alaska, on the great hardship the new 
regulation will work on his Territory by restricting traflic between the 
United States and Alaska. He stated: 

Alaska with its vast distances was a natural place for the development of air 
transportation. In many communities it was the only way to get around. ' 
All was going well until we ran into an absentee bureaucracy that, for reasons of 
its own which we have not been able to penetrate, began to clamp down on this 
initiative and enterprise and has in consequence greatly retarded the norma! 


lah 
development of Alaska. * * * JI have no knowledge as to whether the 
policies of the CAB within the 48 States are desirable or good but I know in 
Alaska they have been disastrous. 

* * * The policies of the CAB through the vears have been diametrically 
opposed to the policies of this a which are to develop Alaska, 
to increase its population, to make it in that far northern part of the world and 
those northern le utitude s right petal Soviet Russia, an example of the American 
way of life. Pe ee 

We are not given in Alaska to kicking unnecessarily. Alaskans are a rather 
independent-minded bunch of individualists. * * * But when things get 
too bad we have to make our protest and after doing it in the proper manner 
through normal channels, writing to the ageney in question and 


{i getting no results 


whatsoever, we are very grateful for this opportunity to come before a committee 
of the Congress, which, after all, is the controlling body in the case of a Territory. 
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A Territory is the creature of Congress. Congress tomorrow could, if it 
wishes, abolish our Territorial form of government, or it could do anything it 
wants. Having that power, it has, we feel, a corresponding responsibility to 
diminish such discriminations by bureaus when the “Vv exist, and this in my judg- 
ment has been one of the most flagrant cases. * * 


Governor Gruening pointed out: 


This particular regulation deals with the ‘‘nonskeds.’’ They are all part 
of the same picture, I think it is a mistake, as I tried to point out, because of 
the special and peculiar situation that exists in Alaska, to consider the “‘skeds’”’ 
andj the ‘‘nonskeds”’ as being opposed to each other. There is a natural tendency 
on the part of anyone who can get a monopoly to prefer that for himself. * * * 


Clifford Goodman of Continental Co-op of Washington testified: 


* * * We have in Anchorage a very serious case. At one time I believe 


there were in the neighborhood of one dozen nonscheduled carriers operating 
into Anchorage. There was one scheduled carrier, Northwest Airlines, operating 
from Seattle to Anchorage. However, the business there was great enough to 
support all of these carriers, and, of course, too great, as I will repeat again, to 
the point where they were forced, because of their frequency, to go out of business. 

At this point we have one nonscheduled air carrier, Air Transport Associates, 
handling our freight completely—almost, in effect, to Anchorage from Seattle. 
It isthe lastone. * * * 

If we lose this carrier we do not know what we are going todo. For a country 
that is so far removed from a source of supply as Alaska and the northern points 
of Anchorage and Fairbanks, it would be catastrophic to believe that any organi- 
zation, any Government agency would allow such a thing to take place. * * * 

* * * We do not think it is fair to the people of this Nation to put this last 
carrier out of business when it is providing services which are invaluable to the 
Territory, without subsidy, and then turn around and put a carrier in there who 
will cost the people money in the form of high subsidies, to serve them. 

We feel that the service to Anchorage and to Fairbanks by the ‘“nonskeds” 
has been good. It has been a safe operation. It has been one where you could 
pick up the phone and say, ‘I have to have this in a certain length of time,” 
and getit. * * * 

I will not go into this thing too much further because I know you have another 
witness to call. However, eight flights a month for any carrier into the Territory 
is not adequate. That would be the same as asking the average businessman to 
close his doors, except for 2 days a week. He could not maintain a staff or 
personnel of clerks, or in the case of airlines they could not keep up their mainte- 
nance, their pilot structure, their traffic structure; or anything. They would be 
forced to close. To force any airline operating into the Territory to eight trips 
a month, to place this restriction upon them, is in effect the same as closing their 
doors forthem. * * * 


The Board’s principal concern, like that of the certificated air car- 
rie rs, appears to be a fear that low-cost transportation over the coun- 
try’s major traffic routes will undermine the certificated air carriers’ 
fare structure, by effecting reduced fares on substantially all seg- 
ments. Whether such a result would be a favorable or unfavorable 
one from the standpoint of a better air transport system may be de- 
batable. Stanley Weiss of Standard Airlines testified: 


The position of the Board is that high profits from the lucrative routes must t 
used to support the loss routes. If the costs of the certificated carriers are the 
same as ours, and there is no good reason why they shouldn’t be for comparable 
transportation, they should make a re: asonable profit on their transcontinental 
flights charging $99 one way just as wedo. But they charge $156 on their regular 
flights, of which $57 should be clear profit over and above a reasonable profit. 
This $57 plus mail pay, whether’subsidy or compensatory, the Board contends is 
necessary in order to import certificated services where the traffic is insufficient 
to support air service. 

This is really an unsupportable transportation policy and runs directly counter 
to the basic transportation policy underlying our entire transportation system, 
It has always been our transportation policy and it is written into every transpor- 
tation act, including the Civil Aeronautics Act, that regulation should be such as 
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to recognize and preserve the inherent advantages of each particular type of trans- 
portation involved. 

It is obvious and known to everyone that air transportation is particularly 
adapted to long-haul operations. Yet the Board’s position requires every passen- 
ger traveling long haul to pay $57 in excess of the cost of service plus a good profit 
in order to support air transportation where the traffic does not require it and 
where the result can only be to the damage of bus and railroad operators, the form 
of transportation probably best adapted to handle much of this type of traffic. 
The irregular operators further a policy of letting air transportation expand and 
grow with respect to the type of traffic to which air transport is best adapted. 

Certain facts are apparent. Air transportation is most needed, and 
can expand to the greatest degree, over the heavy traffic segments. 
Air-coach rates charged by the “nonskeds” have resulted in tremen- 
dous expansion in air service between Los Angeles and San Francisco. 
Fares over major traffic segments, plus the availability of equipment 
to handle and develop. the traffic, should result in comparable expan- 
sion. Furthermore, there appears to be no reason why such reduced 
fares on any segment which has any reasonable need for air trans- 
portation should not result in substantial oa in traffic. We 
—_ whether retention generally of high fares by the certificated 

‘arriers results in greater ove r-all passenger revenues by those carriers. 
C ertainly present. ‘nonsked” air-coach fares on the Los Angeles- 
San Francisco run have resulted in greater aircraft requirements and 
utilization, the principal objective of commercial air pagers. ica eco 
viewed from an economic standpoint. In any event, a second-class 
service by noncertificated carriers over major traffic sac limited 
in amount by proper CAB regulations, could not possibly undermine 
the fare structure. We cannot see how such a service could harm the 
certificated carriers. It would obviously be of benefit to the traveling 
public. 

The Board’s attitude with respect to a possible undermining of the 
fare struc ture also appears to run counter to the national transporta- 

tion policy * which would appear to dictate maximum expansion of 
air transportation over these routes to which air transportation is 
best adapted, the medium- and long-haul heavy traffic routes. 


Part II. Tue Rowe or tHe Crvit AERoNAvTICS BOARD 
1. LACK OF A CONSISTENT POLICY 


Beginning in 1945 the public demand for air transportation, coupled 
with the availability of equipment and technical know-how, brought 
into existence a new development in air transportation—the low-price 
air-coach type of service. As is clearly indicated by opinions, regula- 





’The CAB was established by the Civil Aeronautics Act of 1938. The statement of policy of that act 
declares: 

‘In the exercise and performance of its powers and duties under the chapter, the Board shall consider the 
following, among other things, as being in the public interest, and in accordance with the public convenience 
and necessity— 

“(a) The encouragement and development of an air transportation system properly adapted to the present 
and future needs of the foreign and domestic commerce of the United States, of the postal service and of the 
national defense; 

“(b) The regulation of air transportation in such manner as to recognize and preserve the inherent ad- 
vantages of, assure the highest degree of safety in and foster sound economic conditions in, such transporta- 
tion, and to improve the relations between, and coordinate transportation by, air carriers; 

“*(c) The promotion of adequate, economical and efficient service by air carriers at reasonable charges, 
without unjust discriminations, undue preferences or advantages, or unfair or destructive competitive 
practices; 

““(d) Competition to the extent necessary to assure the sound development of an air transportation system 
properly adapted to the needs of the foreign and domestic commerce of the United States, or the postal service 
and of the national defense; 

“(e) The regulation of air commerce in such manner as to best promote its development and safety; and 

“(f) The encouragement and development of civil aeronautics.” 
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tions, and proposed regulations adopted by the CAB, the Board was 
fully aware of this development and the direction in which it was 
tending. During this entire period and until sometime in 1948, the 
Board failed to face the problems which this basic development pre- 
sented. 

At no time does the record show that the Board appreciated the 
benefits inherent in the new development. Nor is there any evidence 
of an effort on the part of the Board to solve this problem and adopt 
a policy which would result in the utilization of these new benefits. 
Instead, probably because of a natural tendency to aline its views 
with those of the certificated industry, the Board in 1948 launched its 
present policy of opposition to the nonscheduled industry—a policy 
which, carried to completion, would eliminate this new segment of air 
transportation. This policy was neither enunciated nor adopted 
until the services perforrned by the nonscheduled industry had gained 
wide’ public acceptance and had established the pattern for a low-cost 
coach-type of air travel. 

Furthermore, the policy appears to be in direct contradiction to the 
basic statement of Board responsibility as set forth in the Civil Aero- 
nautics Act of 1938 which contemplates the Board as an agency which 
actively fosters the development and expansion of air transportation.‘ 

Another example of the Board’s failure to keep its air transportation 
policy in clear focus concerns a recent matter involving Youth Argosy. 
For the past three summers students were permitted to fly to Europe 
on chartered flights arranged by nonprofit organizations such as Youth 
Argosy. Each year individual exemptions “from the CAB were re- 
quired for the operation. Each year the Board delayed making a 
decision until late spring. At no time was there a clear-cut statement 
of policy. In September of 1950 the Board announced that it might 
not grant exemptions for student flights to Europe during the summer 
of 1951. However, the phrasing of this statement was such as to 
invite applications for exemptions. Students again made plans to go 
to Europe, and by early March some 1,600 had arranged to go by 
Youth Argosy alone. It is almost a standing rule in the travel business 
that plans for summer trips to Europe are made before the Ist of April. 
However, the CAB announced on March 23 that as a policy it would 
not grant exemptions for student-chartered flights to Europe in 1951. 
The committee was never furnished with a satisfactory explanation for 
the Board’s failure to act until the last minute in the announcing of a 
policy that should have been formulated 6 months previously. 

Your committee particularly noted the testimony of Andre de Saint 
Phalle, chairman of the board of California Eastern Airways, Inc. 
He stated: 

Air transport is still young and changing fast. I believe it is in its teen-age at 
a position in its cycle of growth comparable with that of the automobile from 1912 
to 1916 when Henry Ford demonstrated that a good working auto could be sold 
at a price low enough so that the people could buy it. Asa result, the automobile 
became an integral part of the daily life. It is a well-established fact that all 
major business enterprises in this country whether they be Du Pont, Ford, Wool- 
worth, or Greyhound, have succeeded by serving the people, not by serving the 
select few only. Aviation, even today, does not begin to serve the masses. Dur- 
ing 1950 the scheduled airlines carried the largest number of passengers in their 
history, but even in that record year less than 5 percent of the population took 


4 See footnote 3. 
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to the air. That group is made up principally of those with family incomes of 
over $10,000 per year, and those on expense accounts. Both a former CAB 
Chairman and the president of United Airlines have publicly stated that Govern- 
ment mail payments are not subsidies to the carriers, but are subsidies to the 
person who use the service. Thus the Government is engaged in spending 
millions to subsidize air travel for the wealthiest segment of our people. Is that 
serving the public interest in its broadest sense, as Congress intended? 


2. LEGAL AUTHORITY OF CAB TO SOLVE NONSCHEDULED PROBLEM 


One question which your committee stated it would consider has 
to do with the Board’s statutory authority to authorize broader 
operating authority to the nonscheduled carriers. 

Board members have indicated that they question their legal au- 
thority to authorize a route-type service by means of an exemption 
under section 416 of the Civil Aeronautics Act.° In a letter to your 
committee, Chairman Nyrop of the CAB said: 


The Board’s responsibility, under the principles of the Civil Aeronautics Act as 
passed by the Congress, is, among other things, to regulate “‘air transportation in 
such manner as to recognize and preserve the inherent advantages of, assure the 
highest degree of safety in, and foster sound economic conditions in, such transporta- 
tion * * *” (see. 2). The Board’s efforts are, and have been, directed toward 
the creation of a sound and stable air transportation system with decreased cost to 
the Treasury and the public * * *. It is the Board’s considered opinion that 
the encouragement of the irregular air carriers to engage in route-type operations 
will have a serious effect upon the certificated carriers and will undoubtedly under- 
mine the general fare level of the domestic carriers. 


A number of witnesses discussed this matter of route-type service. 
Coates Lear of Overseas National Airways, stated: 


The Board’s statement of policy is based upon a fundamental fallacy, namely, 
that the role of the irregular air carrier should not include the performance of 
route-type services. There is nothing inherently illegal or evil about the opera- 
tion of route-type services by irregular air carriers. Indeed, the Board’s state- 
ment of policy is a nonsequitur in that it condemns all route-type services operated 
by irregular air carriers and then proceeds to set forth the limitations on frequency 
of flights over specific routes. It would seem that if the whole is evil then any 
part thereof must likewise be evil. 


Stanley Weiss, of Standard Airlines, remarked: 


Now, Board members have adopted the concept route-type service and state 
as their belief that they cannot legally permit us to perform any such service. 
Earlier proposed regulations clearly contemplated such a service. Ten flights a 
month or more on a seasonal basis would be such a service. A review of the 
Board’s exemption orders and opinion will disclose to any observer the actual 
fact that the Board has granted and denied exemptions on a basis of unfettered 
discretion. If it wishes to grant one, it does so, and if it does not wish to grant 
it, it denies it. The exemption granted the cargo carriers permitted them to 
operate a regular service. The situation was identical to that of irregular pas- 
senger carriers. If the Board so chooses it can grant whatever exemption it likes 
without running into any legal difficulties. 





5 The act defines “‘air carrier” as follows: 

** *Air carrier’ means any citizen of the United States who undertakes, whether directly or indirectly or 
by lease or any other arrangement, to engage in air transportation.” 

The act further states: 

“‘(a) No air carrier shall engage in any air transportation unless there is in force a certificate issued by the 
Board authorizing such air carrier to engage in such transportation.” 

The act authorizes the Civil Aeronautics Board to exempt air carriers from the necessity of securing a 
certificate and from other requirements: 

**(b) (1) The Board, from time to time, and to the extent necessary, may (except as provided in par. (2) 
of this subsection) exempt from the requirements of this subchapter or any provision thereof, or any rule, 
regulation, term, condition, or limitation prescribed thereunder, any air carrier or class of air carriers, if it 
finds that the enforcement of this subchapter or such provision or such rule, regulation, term, condition, or 
limitation is or would be an undue burden on such air carrier or class of air carriers by reason of the limited 
extent of, or unusual circumstances affecting the operations of such air carrier or class of air carrier and is 
not in the public interest.” 
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Your committee finds difficulty in understanding the problem which 
the Board indicates may be present. The Board recognizes that it can 
authorize irregular or limited operations by exemption under section 
416. The Board has in the past, by exemption, authorized regular 
operations, wholly unlimited in extent for freight operations. That 
apparently re presented a lawful exercise of authority both in fact and 
in the Board’s opinion. Exemptions are freque tly granted certifi- 

cated carriers to engage in scheduled service over extensions of their 

routes. We find nothing in section 416 confining its use to irregular 
operations, and nothing to differentiate passenger from freight 
operations. Furthermore, the situation of the nonscheduled carriers 
today seems to afford ample evidence to justify required statutory 
findings concerning undue burden and the public interest. 


Part III. Conc.tusions anp RECOMMENDATIONS 


It seems to your committee that the CAB might well reassess its 
whole approach toward air transportation. Certainly its restricted 
view, resulting in the use of subsidy to provide high-cost luxury air 
service for a small part of the population, needs reexamination. While 
the committee recognizes that subsidies are needed to provide air 
service to small communities that could not support such service, the 
committee questions whether Federal funds should be used to en- 
courage the maintenance of an almost exclusively luxury-type service. 

The operation of the nonscheduled air carriers has demonstrated 
that there is strong public demand for cheap air transportation on a 
vastly expanded basis. Far from reaching a saturation point, air- 
coach service apparently has hardly scratched the surface of the 
potential market. 

Whether the American public will truly benefit from the possibilities 
of aviation, depends largely on the CAB. The Board has been faced 
with a difficult legal and economic problem in dealing with the 
“nonskeds.” From the date of its creation in 1938 until 1946 the 
Board was largely concerned with the protection and development 
of an existing industry. In 1946, with the development of the 
nonscheduled air carriers, a new type of operation was introduced, 
which had a shattering effect on the concept that air travel must 
necessarily be an elite type of luxury. The CAB during this recent 
period has been reluctant to recognize and protect the new enterprises, 
preferring to cling to the traditional position that American aviation 
transportation must perforce remain the exclusive franchise of the 
certified carriers. 

Because of this attitude, the CAB has been subjected to criticism, 
which for the most part may well be unjustified and unfair. 

Explanation for the Board’s attitude and approach may be found 
not in any lack of ability or malfeasance on the part of Board members 
but rather in the regulatory situation of which the Board is a part. 
There are 5 members of the CAB; there are only 16 major air carriers, 
the same ones that have constituted the air transport industry since 
the Board was created in 1938. These 16 carriers,® being supported 
and protected by the existing regulatory arrangement, are necessarily 
in favor of the existing situation. Quite naturaliy they oppose the 
entry of new applicants, particularly such applicants as might profess 


6 See footnote on p. 17. 
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a willingness to operate without direct Government aid of any kind. 
In view of the Board’s responsibility for the route pattern and for 
the determination of mail pay allowances, it is only reasonable to 
expect that the five Board members would generally view air trans- 
portation problems in very much the same way as they are viewed 
by members of the industry. In this situation it would be unlikely 
that the CAB would actively foster new and possibly competitive 
developments in the field of air transportation. 





® United States domestic certificated airlines, statement of selected data, calenda ir 1950 heduled 
services only): 














| Percent 
of total Reve Revenu 
Certificated domestic | ree en 
operations | Carrier trunk oe f | 
inaugurated |} revenut ala O00) 1 
pas ae tt | n 
Domestic trunk lines 
American Airlines, Ine 21.7 | 3,477, 374 | 1, 739, 523 24. 4 
) Braniff Airways, Ine 4.0 638, 034 215, 406 2.6 
Capital Airlines, Inc 8.6 | 1,370, 489 410, 582 5.2 
Chicago & Southern Air Lines, Inc 2.1 330, 716 117, 600 1.4 
Colonial Airlines, Inc 1.2 191, 659 19, 341 .6 
Continental Air Lines, In¢ 1.3 206, 023 72, 294 ) 
Delta Air Lines, Inc 3.8 637, 3st 280, 004 3 
Eastern Air Lines, Inc 16.7 | 2, 634, 485 1, 226, 819 15.7 
(*) | Inland Airways, Inc 5 91, 301 35, 883 { 
Mid-Continent Airlines, Inc 2.2 346, 435 102, 516 1.2 
National Airlines, Inc 2.4 390, 748 242, 775 3. 1 
Northeast Airlines, Inc 2.3 372, 497 70, 468 7 
(1) Northwest Airlines, Ine J 5.0 799, 222 511,194 §. 2 
) Trans-World Airlines, Inc 9.8 | 1, 569,372 | 1, 106, 19¢ 14.1 
) United Air Lines, Ine ; 15.4 | 2,462,466 | 1,411, 737 18. 0 
1) Western Air Lines, Inc 2.9 159, 065 173, 580 2.0 
Total domestic trunk lines 15, 978, 172 | 7, 766, 008 100.0 
| Feeder lines 
Mar. 7, 1949 | All American Airways, Inc. (pas- re 150, 1 21, 21 - 
| senger service), 
Dec. 19, 1949 | Bonanza Air Lines, Ine 18, 909 4,595 
Sept. 15, 1949 | Central Airlines, Inc 10, 822 1, 326 
Sept. 28, 1946 | Empire Air Lines, Inc 44, 534 8, 242 
Q Frontier Airlines, Inc 65, 62¢ 17, 479 
Aug. 20, 1949 Helicopter Air Service, Inc 
Nov. 12, 1949 | Lake Central Airlines, Ine i 12, 757 2, 041 
Oct 1, 1947 | Los Angeles Airways, Inc 
Sept. 26, 1950 Mid-Continent (Route 106 &, 645 1, 845 
Oct. 21,1949 Mid-West Airlines, Ine 6, 94 1, O02 
Sept. 26, 1950 Ozark Air Lines 3, 999 504 
Feb. 20,1948 | Piedmont Aviation, Inc 123, 7¢ 6, ORG 
Aug. 1,1945 Pioneer Air Lines, Inc 128, 171 34, 449 
Sept. 19, 1948 Robinson Airlines Co ‘ 55, 4 8, 841 
June 10, 1949 Southern Airways, Inc | 38, 053 6, 568 
Dee. 2, 1946 Southwest Airways Corp 118, S64 22, 236 
Oct. 11,1947 | Trans-Texas Airways 64, 754 14, 756 
Dec. 5, 1946 West Coast Airlines, Inc 66, 401 9, 454 
Sept. 19, 1949 | E. W. Wiggins Airways, Inc 3, 18F RR 
Feb. 24, 1948 | Wisconsin Central Airlines. _ 48, 797 7, 764 
Total feeder lines eee 969, 874 188, 782 
| Domestic Territorial lines: 
Sept. 17, 1942 | Caribbean Atlantic Airlines, Inc 72,73 R52 
(1) | Hawaiian Airlines, Ltd 326, 135 $2, 183 
| Total Territorial lines __. 398, 867 48, 035 
| 
| Nonmail carriers: 
June 6, 1949 Trans-Pacific Airlines, Ltd 77, 945 9, 711 
| 
Total domestic carriers _---- 17, 424, 858 | 8, 012, 536 


1 on rations began prior to the Civil Aeronautics Act of August 1938 
? Challenger Airlines and Monarch Airlines consolidated as Frontier Airlines effective June 1, 1950 
ats reflect operations for full year. 


Source: Carrier reports on CAB Form 41, 
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The aviation industry has matured since 1938, and it would seem 
logical that the responsibilities and role of the Board must undergo 
similar development. ‘Today the CAB can no longer confine itself 
to the fostering of civil aeronautics through the exclusive protection 
and regulation of select carriers. It has a direct obligation to the 
public to use its very considerable powers to develop. reliable and 
economical air service on a greatly expanded basis. Should it fail 
at this point to develop polici ies toward that end, the Board would, 
indeed, lend credence to the charge that it is servile to the interests 
of the certificated airlines, and that it lacks the scope and daring 
required at this moment which sees American aviation standing at 
the threshold of vastly expanded development and service. 

The major scheduled airlines and the nonscheduled carriers have 
both contributed, and are both capable of rendering further important 
contributions, to the public. The very existence of carriers in no 
way supported by Government funds points the way and serves as a 
challenge for efficient operation and new ideas. Low-cost transporta- 
tion invariably benefits the public. For the mee to flourish, the 
Board must encourage both these important segments, the certified 
carriers and the low-cost-coach operators. 

It is the opinion of the committee that the nonscheduled air carriers 
constitute an asset that the Nation ought not to lose. <A plan should 
be worked out that will make possible for the “‘nonskeds” to operate 
in a way that will keep them a vital going concern without in any 
way crippling or hurting the regularly scheduled carriers. 

A solution, providing for the healthy existence of these two types 
of carriers, must be forthcoming now—not only in fairness to the 
enterprisers who have kept their small companies alive under the 
threat of extinction by the CAB, but also for reasons of public interest. 
It is probable that innovations by the “nonskeds”’ will lead to further 
ideas which will be profitably taken up by the major scheduled lines. 

This question does not merely concern the legitimate right of 
certain citizens to engage in a competitive enterprise but, as we have 
said, involves a broader public interest—that of determining the kind 
of civil aviation which America is to have in the future. 

Your committee has taken great care in formulating its recom- 
mendations to make sure that they would in no way jeopardize the 
economic strength of the existing certificated carriers. The committee 
recognizes that these large carriers are the foundation of our air 
transportation industry. The committee has discussed its proposals 
with at least one of the major certificated air carriers and has been 
told that the recommendations would have no material effect on the 
well-being of the large trunk lines. The committee feels that the 
two—the certificated carriers and the “nonskeds’’—can prosper to- 
gether, each developing its own segment of the air transportation 
industry. 

Your committee does not feel that it can propose a final transporta- 
tion formula in the nature of an ultimate solution to this problem in 
all its aspects. Clearly there are two phases: The immediate neces- 
sity of dealing with the nonscheduled industry today in such a way 
as to insure its continued existence, and the longer range question of 
reconciling and harmonizing the two segments ‘of the air transport 
industry. This committee addresses itself to the immediate problem, 
setting forth a formula which it feels can be the basis of CAB interim 
action, and providing the foundation for an over-all final solution. 
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1. IMMEDIATE STEPS 


For the immediate future the Board should: 

A. Rescind its present regulation limiting ‘‘nonskeds” to three 
round-trip flights and eight round- -trip flights. 

B. Issue a temporary “regulation permitting the “nonskeds”’ to fly 
sufficient flights to allow profitable operations. As pointed out earlier 
in this report, witnesses before the committee testified that 14 to 15 
flights a month between designated points would be a bare minimum 
to justify continued operations by most of the lines. Rather than 
recommend any specific limitation of the number of flights, the com- 
mittee prefers to urge the Board to take a realistic and positive ap- 
proach to air transportation and permit the ‘“nonskeds”’ to operate in 
a manner that will not jeopardize their economic strength. 

C. Issue a regulation which would establish a procedure for existing 
and new irregular carriers to file for permanent authority to operate 
an unsubsidized second-class or coach-type route service without 
regard to regularity, but limited as to the total allowable flights.’ 
The committee envisions that these carriers would operate on a far 
larger scale than the negligible operations of the handful of ‘‘nonskeds” 
to which the Board has thus far granted individual exemptions. It 
seems obvious to the committee that some consolidation should take 
place among the present 55 irregular carriers and the Board should 
encourage joint applications by 2 or more existing carriers. 

In selecting carriers, the Board should not consider the matter of 
past violations of section 292.1 which resulted from greater regularity 
or frequency than may have been considered allowable at that time. 
Your committee believes that the record of the Board in this matter 
has been confused and devious. Your committee does not want to 
imply any approval of violations of regulations. But it finds itself in 
strong disagreement with the Board’s admitted policy of banishing 
all large irregulars on the grounds that they are “willful violators” of 
a regulation ‘that seems clearly unreasonable. 


2. ALASKA 


The Board should act promptly to relieve the hardships it is im- 
posing on Alaska through its restriction of flights from the United 
States. The Board should recognize the special need for cargo trans- 
portation to Alaska and the lack of alternative forms of low-cost 
passenger service.® 

3. LEGISLATION 
Further, your committee favors immediate enactment of legislation 


to separate airline subsidies from compensation for the cost of carrying 
air mail. 





7 If that cannot be done under the CAB’s interpretation of existing statutes, this com 


4 nmittee would like 
to receive from the CAB a tentative draft of an amendment to existing law which would allow this to be 
done 


§ Since the conclusion of your committee’s hearings, the Civil Aeronautics Board has granted to Pacifie 
Northern Airlines and Alaska Airlines, certificates of public convenience and necessity authorizing them 
to engage in air transportation between major points in Alaska on the one hand and Seattle, Wash., and 
Portland, Oreg., on the other. Heavy subsidies are involved in both of these awards. The CAB made 


the grants despite the applications of the irregulars to carry the mail without charge and to operate without 


subsidies. 
O 
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AHONEY, from the Committee on Interior and Insular Affairs, 
submitted the following 


JUL £8 1951 
LAW LIBRA 


REPORT 
[To accompany 8. 950] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 950) to amend the act of May 19, 1947 (61 Stat. 
102), so as to extend the 5-year limitation of time for an additional 
period of 5 years, having considered the same, report thereon with 
the recommendation that it do pass without amendment. 

The purpose of this bill is to extend the 5-vear limitation of time 
provided for in the act of May 19, 1947 (61 Stat. 102), authorizing 
the distribution per capita semiannually of two-thirds of the trust 
funds of the Shoshone and Arapaho Tribes, and to amend the said 
act of May 19, 1947, so that not only the earnings and income of 
said tribes from oil royalties but from all other sources be available 
for such per capita distribution. 

Your committee is informed that the distribution of two-thirds of 
said trust funds semiannually, in accordance with the provisions of 
the said act of May 19, 1947, is being administered satisfactorily ; and 
the Indians, by assuming the responsibility of handling this much of 
their own money, are being taught to make their own decisions in the 
making use of their money without governmental supervision. 

These Indian tribes have a substantial annual income from oil 
royalties from oil production on tribal lands and are soon to receive a 
payment for lands used by the Government in the construction of 
the Boysen Dam project, one of the features of the Missouri Basin 
development program. 
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An analysis of the joint funds of the Shoshone and Arapaho 
Tribes follows: 
BuREAU OF INDIAN AFFAIRS, SHOSHONE AND ARAPAHO 


INDIANS 


Ana ysis of . 7 nt funds S¢ gregated pursuant to the act of May 19, 1947, Ne pt. 


23, 1947 
to July 1, 1951 


14X7145 consoli-| 14.X7146 consoli- 


lated funds, dated funds, 
Shoshone In Arapaho In- 
dians dians 
Funds reserved for per capita payments 
Segregated under act of May 19, 1947 $233, 237. 14 | $223, 380. 37 
Revenue to July 1, 1951 1, 812, 378. 52 1, 818, 278. 08 
Total credits to July 1, 1951 2 O45, 615. 66 2, 041, 658. 45 
Per capita payments to July 1, 1951 1, 853, S89. 47 1, 850, 207. 28 
Available for per capita as of July 1, 1951 191, 726.19 191, 451. 17 
Funds reserved for tribal use j 
Segregated under act of May 19, 1947__- 259, O18. AT 253, 390. 18 
Revenue to July 1, 1951 910, 827. 10 913, 743. 61 
Total credits to July 1, 1951 1, 169, 845. 67 1, 167, 138. 79 
Tribal expenditures authorized 136, 158. 98 143, 911.34 
A vailable for tribal use as of July 1, 1951 1, 033, 686. 69 1, 028, 222. 45 


Other available funds as of July 1, 1951 
Shoshone: 
14X7645 Interest and accruals on interest, con- 
solidated funds, Shoshone Indians: 

General tribal budget $7, 138. 02 

Per capita 14, 019. 86 
$21, 157. 88 
14X7126 Shoshone Indians, Wind River Reservation, Wyo., 


judgment. fund 912, 444. 16 
14X7626 Interest and accruals on interest, Shoshone Indians, 

Wind River Reservation, Wyo., judgment fund 21, 968. 15 
14X7132 Revolving loan fund, Shoshone Indians, Wind River 

Reservation, Wyo 91, 643. 78 
14X7632 Interest and accruals on interest, revolving loan fund, 

Shoshone Indians, Wind River Reservation, Wyo 22, 510. 48 


Arapaho: 
14X7646 Interest and accruals on interest, con- 
solidated funds, Arapaho Indians: 


General tribal budget $6, 961. 31 
Per capita 13, 852. 04 


20, 813. 35 
CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill (S. 950), 
as reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets; new matter is printed in italics; existing 
law in which no change is proposed is shown in roman): 


61 Strarutes 102 


Sec. 2. The Comptroller of the United States, upon request of the Secretary 
of the Interior, is authorized and directed to establish a trust-fund account for 
each tribe, and the Secretary of the Treasury shall make such transfer of funds on 
the books of his department as may be necessary to effect the purpose of section 1 
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of this Act: Provided, That interest shall accrue on the principal fund only, at 
the rate of 4 per centum per annum, and shall be credited to the interest trust-fund 
accounts established by this section: Provided further, That all future revenues 
derived from the Wind River Reservation under [existing] any law shall be di- 
vided in accordance with section 1 of this Act and credited to the principal trust- 
fund accounts established herein. 

Sec. 3. Notwithstanding any other provision of existing law, the trust funds 
credited to the Shoshone Tribe and the Arapaho Tribe, respectively, under the 
provisions of this Act shall be available for expenditure or for advance to the 
tribe for such purposes as may be requested by the tribal council and approved 





by the Secretary of the Interior or such official as may be designated by him: 
Provided, That two-thirds of said trust funds as initially established, and two- 
thirds of all sums credited thereto during a period of [five] ten years from and 
after the enactment of this Act, shall be paid on the first day of September and 
the first day of March each year, per capita, to the individual members of said 
tribes, and any sums distributed per capita out of the funds described in section 
1 of this Act on or after April 1, 1947, shall be taken into consideration in deter- 
mining the sums to be distributed under this proviso to the same effect as if this 
Act had been in force on and after April 1, 1947: Provided further, That said per 
capita payments shall not be subject to any lien or claim of any nature against 
any of the members of said tribes unless the tribal council of such member shal! 
consent thereto in writing, except as to reimbursable Treasury loans made to 
individual members of either tribe which may be due to the United States, and 
except as to irrigation charges owed by individual Indians to the United States 
but this latter exception shall not become operative until a report upon irrigation 
charges with the Wind River irrigation project has been made and becomes effec- 
tive in accordance with the Act of July 1, 1932 (ch. 369, 47 Stat. 564 


O 





‘HOIN JO ‘AINA 








Calendar No. 514 


82p CONGRESS SENATE Report 
No. 542 


Ast Session 


INKESTIGATING CERTAIN MATTERS CONCERNING 
INDS AND SECURITIES OF THE SEVERAL INDIAN 
IBES 


Juty 11 (legislative day, June 27), 1951.—Ordered to be printed 


JUL18 1951. 


UNIV. OF MICH. 
LAW LIBR 


Mr. Burier, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
[To accompany 8S. Res. 147] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred Senate Resolution 147, authorizing and directing that a study 
and investigation for the purpose of ascertaining the amounts of the 
funds and securities of the several Indian tribes for the period begin- 
ning July 1, 1928, having considered the same, report thereon with 
the recommendation that it do pass without amendment. 

The purpose of this resolution is to require the General Accounting 
Office to make a study and investigation to ascertain the amounts 
of the funds of the several Indian tribes for the purpose of bringing 
up to date the report of the Comptroller General, printed as Senate 
Document No. 263, Seventieth Congress, made pursuant to the Second 
Deficiency Act, fiscal year 1920 (45 Stat. 887). 

The study and investigation as proposed in this resolution is a 
normal function of the General Accounting Office and the Comptroller 
General welcomes the opportunity to conduct such investigation for 
the Congress. 

Your committee deems it highly essential that this study and inves- 
tigation should be undertaken at this time. The results of such a 
study and investigation your committee believes will be of much 
assistance to it and the Congress in the consideration of matters 
pertaining to the Indians. 

Such an investigation was undertaken more than 20 years ago by 
the Comptroller General and as a result a complete and informative 
report (S. Doc. 263, 70th Cong.) was made available to your com- 
mittee and Congress for the period ending June 30, 1928. The in- 
vestigation proposed by this resolution would bring up to date the 
said report printed as Senate Document No. 263, Seventieth Congress 








e 
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The text of this resolution was, at the suggestion of the Comptroller 
General, substituted for Senate 1305, which bill is similar in purpose 
to Senate Resolution 147 except that it contained an authorizatioa 
for appropriation. The text of Senate Resolution 147 does not 
authorize any appropriation and is identical with the draft of a resolu- 
tion submitted by the Comptroller General. 

Copies of the reports of the Comptroller General, dated May 29, 
1951, on Senate 1305, and on Senate Resolution 147, dated June 5, 
1951, are hereto attached and made a part of this report, as follows: 


COMPTROLLER GENERAL OF THE UNITED STaTEs, 
Washington, May 29, 1951. 
Hon. Josepu C. O’Manoney, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate. 

My Dear Mr. CuairmMan: Further reference is made to your letter of April 12, 
1951, acknowledged by telephone April 16, 1951, and by Office letter dated 
May 18, 1951, enclosing a copy of 8. 1805, Eighty-second Congress, entitled ‘‘A 
bill to provide for an investigation by the General Accounting Office for the 
purpose of ascertaining the amounts of funds of the various Indian tribes,’’ and 
requesting a study by this Office and report thereon. 

‘The bill as proposed provides after the enactment clause as follows: 

“That the General Accounting Office is authorized and directed to make a 
study and investigation for the purpose of ascertaining the amounts of the funds 
of the several Indian tribes, including funds of tribal organizations, and the 
rates of interest on such funds, and such other information with respect to 
such funds for the period beginning on July 1, 1928, as it may deem pertinent, 
for the purpose of bringing up to date the report of the Comptroller General 
(S. Doc. 263, 70th Cong.) made pursuant to the Second Deficiency Act. fiscal 
vear 1928 (45 Stat. 887). 

“Sec. 2. The General Accounting Office shall report to the Congress at the 
earliest practicable date the results of the study and investigation made pursuant 
to this act. 

“Sec. 3. There is hereby authorized to be appropriated such sum as may be 
necessary to enable the General Accounting Office to carry out the provisions of 
this act.” 

As is indicated from the language of the proposed legislation, quoted above, 
the purpose of such study and investigation by this Office is to bring up to date 
the report of the Comptroller General transmitted to the United States Senate 
on February 28, 1929, and made pursuant to the Second Deficiency Act, fiscal 
vear 1928 (45 Stat. 887). This would entail placing before the Congress not only 
information pertaining to tribal funds and tribal organization funds, including 
both principal and interest, but also data concerning the status of unpaid reim- 
bursable loans to various Indians, tribes, and tribal organizations made pursuant 
to the act of June 18, 1934 (25 U.S. C. 470 and 471). Also the report will include 
information showing securities and other intangible assets held by the various 
Indian tribes and tribal organizations. Failure to include such information would 
result in an incomplete disclosure of the amounts of the funds of such tribes and 
tribal organizations. 

It is noted that pursuant to the authority contained in the act of June 18, 1934 
‘48 Stat. 984 (25 U.S. C. 461-479)), many Indian tribes have organized, adopted 
a constitution and bylaws, and have been granted a charter under which they 
have the power, among other things, to own, hold, manage, operate, and dispose of 
property both real and personal. Under this authority some of the tribal organiza- 
tion funds are handled by Government disbursing officers through an official 
checking account with the Treasurer of the United States while others are handled 
by elected treasurers through accounts with local banks. Since, in the absence of 
clear statutory authority, any investigation of the accounts maintained in local 
banks would require permission and cooperation of the responsible officers of the 
tribal organizations and the banks, the results of the investigation and study of 
these tribal organization funds maintained in local banks will, of course, be 
limited to the measure of cooperation extended in each case. 

While it is noted that the purpose sought to be accomplished is by means of 
the proposed bill (8S. 1305) which authorizes an appropriation to enable this Office 
to carry out the provisions thereof, it is my opinion that ar ‘nvestigation of the 
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sort contemplated is a normal function of this Office when requested by the 
Congress, the cost of which may be absorbed in the regular appropriations made 
to this Office. Accordingly, since the matter appears to be one primarily of 
interest in the Senate it is suggested that a resolution be substituted for the 
proposed bill in the form as shown on attached sheet. The proposed resolution 
contains additional language for the purpose of including securities as well as 
funds for investigation and study and also language to cover funds in private 
banks to indicate possibly to any recalcitrant tribal organization, officer thereof, 
or bank, the intention of the Senate with respect to the investigation and study 
of such tribal organization funds by this Office. Otherwise with the exception of 
the change in section 2 requiring the report to be made to the Senate rather than 
the Congress and the omission of section 3 the proposed resolution is the same. 

This Office welcomes the opportunity to conduct the investigation for the 
Congress whether accomplished by legislation or by a simple resolution. 

Sincerely yours, 
Linpsay C. WARREN, 
Comptroller General of the United States. 
Enclosure. 
RESOLUTION 


Resolved, That the General Accounting Office is authorized and directed to 
make a study and investigation for the purpose of ascertaining the amounts of 
the funds and securities of the several Indian tribes, including those of tribal 
organizations, whether held in the Treasury of the United States, in private 
banks, or elsewhere, and the rates of interest on such funds, and such other infor- 
mation with respect to such funds for the period beginning on July 1, 1928, as it 
may deem pertinent, for the purpose of bringing up to date the report of the 
Comptroller General (8S. Doc. 263, 70th Cong.) made pursuant to the Second 
Deficiency Act, fiscal year 1928 (45 Stat. 887). 

Sec. 2. The General Accounting Office shall report to the Senate at the earliest 
practicable date the results of the study and investigation made pursuant to this 
resolution. 


CoMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, June 5, 1951. 
Hon. Joserpn C. O’ Manoney, 
Chairman, Committee on Interior and Insular Affairs, 
Unite d States Senat« £ 

My Dear Mr. CuarrMan: Reference is made to your letter dated May 31, 
1951, requesting a study by this Office and report on an enclosed copy of Senate 
Resolution 147, Eighty-second Congress, which would require the General Ac- 
counting Office to make a study and investigation to ascertain the amounts of the 
funds of the several Indian tribes for the purpose of bringing up to date the report 
of the Comptroller General, printed as Senate Document No. 263, Seventieth 
Congress, made pursuant to the Second Deficiency Act, fiscal vear 1928 (45 
Stat. 887). 

By letter dated April 12, 1951, a similar request was made by your committee 
on 8. 1305, Kighty-second Congress, a bill similar in purpose to Senate Resolution 
147 except that it contained an authorization for appropriation. In Office letter 
of May 29, 1951, reporting on 8S. 1305, the suggestion was made that since an 
investigation of the type contemplated is a normal function of the General Ac- 
counting Office, a resolution be substituted for the proposed bill. A draft of the 
proposed resolution was enclosed with that report. Inasmuch as Senate Resolu- 
tion 147 conforms in all respects to the language in the draft of the resolution 
proposed by this Office and otherwise meets with all the recommendations made, 
I recommend favorable consideration thereof by your committee. 

Sincerely yours, 
FRANK L. YATEs, 
Acting Comptroller General of the United States, 


O 
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. McCLe ian, from the Committee on Expenditures in the Execu- 
tive Departments, submitted the following 


REPORT 
[To accompany 8. 1166] 


The Committee on Expenditures in the Executive Departments, to 
whom was referred the bill (S. 1166) to create a Commission to study 
the administration of overseas activities of the Government, and to 
make recommendations to Congress with respect thereto, having 
considered the same, report favorably thereon with amendments and 
recommend that the bill do pass. 

The amendments are as follows: 

On page 1, line 3, before the word ‘‘Commission”’, insert the word 
“bipartisan’’. 

On page 1, line 9, after the period following the word ‘‘President”’, 
insert the following: 

Of each class of four members mentioned in this section, two members shall be 
from each of the two major political parties. 

On page 2, line 17, after the words ‘‘not later than’’, delete ‘‘March 
1, 1953’’, and insert in lieu thereof the words ‘‘one year after the first 
meeting of the Commission, and/or at such earlier time or times as the 
Commission deems necessary’. 

On page 2, line 20, delete the figure ‘1923’’, and insert in lieu thereof 
the figure ‘1949’, 

On page 3, line 19, after the word ‘exist’, delete the words “on 
April 1, 1953”, and insert the following in lieu thereof: 
no later than one year after its first meeting. The Chairman of the Commission 
shall advise the President of the Senate and the Speaker of the House of Repre- 
sentatives of the date of its first meeting in writing. Official notification of such 
meeting shall also be made to the President of the United States and published 
in the Federal Register. 
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GENERAL STATEMENT 


This bill, as amended by the committee, would create a bipartisan 
Commission on Overseas Administration, authorized to make a study 
of the overseas activities of the Federal Government with a view to 
coordinating and integrating such activities, and reporting its findings 
and conclusions to the Congress within 1 year after its first meeting, 
or sooner, at which time the Commission would cease to exist. It 
arises out of a finding by the Hoover Commission that a compre- 
hensive study of these activities is necessary, and a recommendation 
that such a study be directed by the Congress. 

The Commission would be composed of 12 members, 4 of whom 
would be appointed by the President of the United States, 4 by the 
President of the Senate, and 4 by the Speaker of the House of Repre- 
sentatives. Bipartisanship would be assured by requiring that 
within each class of four members, two would be from each of the 
two major political parties. A Chairman and Vice Chairman are 
to be elected by the Commission from among its members. The 
members of the Commission would serve without any additional 
compensation, but they would be paid necessary travel and subsist- 
ence expenses while away from their official station on the business 
of the Commission. 

The Commission would be authorized to employ and fix the com- 
pensation of necessary personnel without regard to the civil-service 
laws or the Classification Act of 1949, and to contract for services 
and employ part-time consultants on a per diem basis. 

The Commission, or any member thereof, when authorized by a 
majority of its members, may hold such hearings and sit and act at 
such times and places as the Commission or such member might deem 
advisable for the purpose of carrying out the provisions of the act. 
In addition, the bill authorizes the Commission to secure directly 
from any executive department, bureau, agency, etc., information, 
suggestions, and estimates and statistics for the purpose of the act, 
and such agencies would be authorized and directed to furnish such 
information upon the request of the Chairman or Vice Chairman. 


RECOMMENDATION OF THE HOOVER COMMISSION 


On March 25, 1949, the Hoover Commission submitted to the Sen- 
ate a report entitled ‘Administration of Overseas Affairs’? which em- 
phasized the fact that the war and its aftermath had created new and 
heavy operational and promotional responsibilities abroad which had 
resulted in annual expenditures by this Government of more than 
$5,000,000,000. In addition, the United States was still required to 
govern its trust territories, dispose of large amounts of surplus property 
overseas, and discharge newly acquired responsibilities of trusteeship 
with respect to several Japanese mandated islands. Further overseas 
responsibilities included military government in the Far East and oc- 
cupation in Europe, special missions administering aid to China, 
Greece, and Turkey, and the administration of certain small independ- 
ent agencies, such as the American Battle Monumeats Commission, 
the Philippine Alien Property Administration, and the Philippine War 
Damage Commission. 
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The Hoover Commission pointed out that these obligations and re- 
sponsibilities had grown so rapidly that time had not permitted ade- 
quate planning for efficient administration. This had resulted in con 
fusion, inconsistencies, and uncertainty of policy and program as well 
as the inefficiencies which inevitably follow as a result of improvisat ion 
and lack of over-all planning. Finally, the Commission found that 
the administration of overseas affairs was scattered and diffused among 
a number of departments and independent agencies, including the 
Departments of State, Army, Navy, and Interior an | the Executive 
Office of the President, as foliows: 

(1) Occupied areas (Germany, Austria, Japan, and Korea), by 
the Department of the Army and the Department of State; 

(2) Economic recovery by the Economic Cooperation Adminis- 
tration aad special State Departmeit missions with respect to 
Greece, Turkey, and China; 

(3) Trust territories (Carolines, Marshalls, and Marianas) and 
unorganized (non-self-governing) territories (Guam and Samoa), 
by the Navy Depariment; 

(4) Organized (self-governing) territories (Alaska, Hawaii, 
Puerto Rico, and the Virgin Islands), by the Department of 
Inierior; 

(5) Small overseas special operations (American Battle Monu- 
ments Commission, Philippine Alien Property Administration, 
Philippine War Damage Commission, and Foreign Property 
Liquidation Commission), by independent agencies responsible 
to the President, and the Department of Staite; and 

(6) The Panama Canal, and independent agency under super- 
vision of the Secretary of the Army. 

Chairman Hoover and Commissioners Pollock and Mead recom- 
mended the immediate creation of an Administre‘ion of Overseas 
Affairs which would assume responsibility for exis.inz poliey and 
administration with respect to all overseas operations. This, it was 
felt, would effeet a unification of policy under one responsible head, 
enable the development of a corps of career men for foreign adminis- 
tration, and reduce the total number of agencies in the Government 
presently concerned with these matters. Such action would also have 
the effect of relieving the Departments of Army, Navy, and Interior 
of burdens which are unrelated to their normal duties. 

However, a majority of the Commission felt that the entire problem 
was so complex as to require further detailed study before any definite 
conclusions could be reached with respect to the most effective organi- 
zational arrangement to meet the problem. Accordingly, it recom- 
mended only that the Congress direct that a comprehensive study be 
made of the entire problem of overseas operation and administration. 


ACTION DURING EIGHTY-FIRST CONGRESS 


During the Eighty-first Congress, a bill identical to S. 1166 in its 
original form was drafted by attorneys for the Hoover Commission, 
introduced by Senator MeC ‘lellan (S. 2072, 81st Cong.), and referred 
to this committee which then referred it for study to its Subcommittee 
on Relations with International Organizations. On August 5, 1949. 
the subcommittee unanimously approved the bill, whereupon the full 
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committee, by unanimous vote, reported it favorably, with a clarifying 
amendment. On August 27, 1949, the bill passed the Senate by 
unanimous consent and was referred on September 2, 1949, to the 
House Committee on Expenditures in the Executive Departments, 
where no further action was taken. 

Instead of acting on S. 2072, which had passed the Senate under 
unanimous consent, the House committee claimed it already had 
sufficient authority to make such a study. Accordingly, a select 
committee was appointed to make studies in various parts of the 
world, and the committee then procured a svecial authorization from 
the House contingencies fund which was used to send members and 
staff to Europe, the Far East, and other areas. No reports were ever 
approved by the committee as a result of these investigations on the 
part of the designated members. In any event, this action was not 
in accord with the Hoover Commission recommendation that an 
impartial study be made by a commission which would be authorized 
to report its recommendations to the Congress for necessary action to 
eliminate existing duplications, inconsistencies, and inefficiency, and 
to effectuate a coordination of all overseas programs. 

A bill (H. R. 6170) identical to S. 2072 was introduced by Repre- 
sentative Mansfield and referred to the Committee on Foreign Affairs, 
which took no action. 

In commenting upon S. 2072 (S8ist Cong.), the Department of 
State reported that a study of the type authorized by the bill was 
definitely needed and—- 
that such a study would be of great usefulness in developing future Government 
policy with respect to the type of organization most appropriate to deal with the 
range of activities enumerated in the report of the (Hoover) Commission. 

The Administrator of the Economic Cooperation Administration 
agreed that the problems of overseas administration faced by this 
Government were both difficult and extensive and that “they were 
certainly worthy of both special and continuous study.” 

The Director of the Bureau of the Budget, however, felt that the 
President had sufficient authority under the Reorganization Act of 
1949 to direct such a study without the establishment of a special 
commission. Subsequently, the Bureau of the Budget retained the 
Brookings Institution to make a study of the administration of foreign 
affairs and overseas operations of this Government on behalf of the 
President, at a cost of approximately $126,000. In addition, the 
President commissioned former Secretary of the Army Gordon Gray 
to examine and report with respect to American foreign economic 
policies, and Mr. Nelson A. Rockefeller, as Chairman of the President’s 
International Development Board, to examine and report with respect 
to problems involved in carrying out technical assistance programs. 


COMMENTS OF FEDERAL AGENCIES 


The committee received comments from eight Federal agencies 
concerned, in response to a request for their views relative to S. 1166. 
For the most part, they followed the pattern laid down by the Bureau 
of the Budget which commented adversely on the bill on the grounds 
that (1) the various studies undertaken at the direction of the Presi- 
dent (Gray, Rockefeller, and Brookings) obviated the necessity for 





COMMISSION TO STUDY OVERSEAS GOVERNMENT ACTIVITIES 5 


the study contemplated by S. 1166; and (2) the Congress and the 

executive branch will be required to take major determinative steps 

with respect to overseas administration in the ee months 

ahead. Comments of the principal agencies concer red follow: 
The Department of State, in opposing the bill, state ed 1 hat 


the Bureau of the Budget is presently considering this problem e acministra- 
tion of overseas activi! ies. Decisions have already been reached number of 
changes and others will be forthcoming scon. Due to its urgenev. the problem 


will have to be resolved within the next few months 


In closing, the Department cited the Rockefeller and Brookings 
reports as evidence that the recommendation of the Hoover Com- 
mission was being followed. 

The Economic Cooperation Administration, after re ferring to the 
Gray and Rockefeller reports and the approaching detailed examina- 


tion of se matters DV the ¢ Neress. Mm Y tien w ‘th thy dD, 


dent’s military and economic assistance programs, concluded that it 
might be ‘“appropriate to defer decision as to the creation of a com- 
mission as provided in the proposed bill until after the presentation 
of the toreign assistance program.” The letter concluded with 
assurance that, should the bill be enacted, the administration would 
be ready ‘‘to provide any help it can to enable the study to be carried 
out successfully.” 

The Department of the Army, after citing and discussing the 
Brookings report, recommended that ‘action on this bill be delaved 
until analysis and interpretation of the Brookings report show what 
need exists for further examination of the overseas activities of the 
Government.” The Department also suggested that the bill be 
amended to place certain restrictions on the Commission with respect 
to the use and handling of classified documents in accordance with 
armed services directives pertaining to the security of the United 
States, and that provision be made so as to require the Commission 
to consult with the Department of Oefense prior to visits to overseas 
commands, in order that appropriate arrangements might be made 
for overseas commanders to furnish maximum assistance to the Com- 
mission and for its reception. In concluding, the Department of the 
Army observed that 
subject to the forevoin’ recommendations, the Department of the Army, on behalf 
of the Department of Defense, offers no objection to the enactment of 8. 1166 


The Department of the Interior opnosed the bill on the ground that 
the Gray, Rockefeller, and Brookings reporis covered the subiect of 
overseas activities adequately, and that the delay resulting from any 
further study would be unfortunate in view of the pressing need for 
both administrative and legislative action 

The Department of Commerce took the position that the study 
proposed by the bill was unnecessary in view of the Brookings report 
Accordingly, it stated that 


under the circumstances, the Department of Commerce believes that no further 
project should be authorized unless, after the Brookings report has been filed and 
considered, it is found that an additional study is necessary. 

It should be noted, however, that at hearings before this committee, 
held subsequent to the submission of comments by the Department, 
the Secretary of Commerce testified that he was in favor of the 
purposes of this bill and that, in his opinion, the Brookings report did 
not adequately cover the field, 
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THE HEARINGS 


Hearings on S. 1166 were held on May 31 and June 5, 1951, after 
notice thereof had been made to various interested persons as well as 
to the heads of the major agencies and departments of the Govern- 
ment having responsibilities with respect to overseas activities. Of 
the agency heads notified, only the Secretary of Commerce appeared. 
The Director of the Bureau of the Budget advised, by letter, that his 
views had already been presented adequately to the committee in an 
earlier communication, tn which he merely contended that the studies 
made wader the direction of the President were adequate. 

Testifying in support of the bill were Senator Irving M. Ives, a co- 
sponsor of the bill; Dr. James K. Pollock, chairman of the Departinent 
of Political Science, University of Michigan, and formerly a member 
of the Hoover Commission; Robert L. L. MeCormick, director of re- 
search, Citizens Committee for the Hoover Report; Dr. Louis W. 
Koenig and George A. Latimer, former members of the Hoover Com- 
mission’s Task Force on Foreign Affairs; and Dr. Wallace J. Parks, 
former consultant to the Hoover Commission's Task Force on Foreign 
Affairs. 

Mr. Charles Sawyer, the Secretary of Commerce, supported the 
general purposes of the bill and agreed that the study which it con- 
templated was necessary. However, he expressed some doubt as to 
whether this should be done by a commission of the type which would 
be established by 5. 1166, or whether it would not be preferable for a 
congressional committee to perform this work. 

Testimony at the hearings centered primarily around the question 
of whether the studies heretofore made by the Gray and Rockefeller 
groups and the Brookings Institution have carried out the recom- 
mendations of the Hoover Commission that “* * * the Congress 
direct a comprehensive study to be made of the entire problem of over- 
seas operation and adminisiration,” and whether these studies tato 
the problem of the administration of the overseas activities of this 
Government were adequate to enable the Congress to have the infor- 
mation necessary to enable it to discharge its responsibilities with 
respect to these matters. 

‘The witnesses were generally in agreement that the Congress has 
very definite responsibilities with respect to the formulation of foreign 
policies and the administration of the overseas activities of the Gov- 
ernment; and that the Hoover Commission had these responsibilities 
in mind when it recommended a congressionally directed study rather 
than one under Presidential direction; and that the studies heretofore 
made under the direction of the President have not covered the 
subject either adequately or completely. 


COMMITTEE ACTION AND CONCLUSIONS 


The committee referred the subject bill to its Subcommittee on 
Reorganization for study and report. On July 2, 1951, after hearings 
vs indicated, the subcommittee reporied the bill favorably to the 
full committee with suggested amendments. 

The committee found that during the past 2 years the foreign com- 
mitments and undertakings of this Government have increased at a 
startling rate, as a result of the introduction of large-scale, long- 








COMMISSION TO STUDY OVERSEAS GOVERNMENT ACTIVITIES 7 


range overseas operating programs as major tools of American foreign 
policy. —— multi-billion-dollar overseas operations, lumped _ to- 
gether for ffScal year 1952 under the omnibus title of “The Mutual 
Security Program,” include military assistance to the North Atlantic 
a : > a 
lreaty nations, Greece, Turkey, lran, Latin America, Nationalist 
China, the Near East, and North Africa; economic aid to most of the 
nations of the free world, including Korea and Nationalist China, 
and an extension of the European recovery program; and technical 
assistance to underdeveloped areas all over the world on a bilateral 
as well as a multilateral basis. 

The total cost of these world-wide activities has been estimated at 
$8,300,000,000 for fiscal year 1951, and the President has requested 
$8,500,000,000 for these purposes for fiscal year 1952. Added to 
this are additional sums for government and relief in occupied areas, 
as well as other programs and projects of an overseas nature. Thus, 
for two fiscal years, 1951 and 1952, the Congress is expected to 
supply a total of at least $17,000,000,000 for overseas activities, 
and indications are clear that the Government will have to continue 
to pay out huge sums of money for many years to come, at the rate 
of approximately $10,000,000,000 a vear. 

It was clearly established by the Hoover Commission and by various 
witnesses at the hearings that policy and administration with respect 
to these large-scale, long-range programs are widely diffused through- 
out the entire structure of our Government, involving participation 
by some 46 agencies and departments. The recent report of the 
Brookings Institution reveals that as of September 1950, the following 
43 agencies, departments, and major units of the executive branch 
were carrying on activities in various parts of the world: 

Defense (Army, Navy, Air Force): 
Army 
Air Force 
Navy 
Defense 
State: 
Foreign Service 
Institute of Inter-American Affairs 
Economic Cooperation Administration 
Agriculture: 
Agricultural Research Administration 
General and Administrative Services 
Production and Marketing Administration 
Veterans’ Administration 
Commerce: 
Bureau of Public Roads 
Weather Bureau 
Civil Aeronautics Administration 
National Bureau of Standards 
Maritime Administration 
Coast and Geodetic Survey 
American Battle Monuments Commission 
Philippine War Damage Commission 
Displaced Persons Commission 
Justice: 
Immicration and Naturalization Service 
Office of Alien Property 
Federal Bureau of Investigation 
Legal Activities and General Administration 
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Treasury: 
Bureau of Customs 
Administrative Office of the Secretary e 
Bureau of Accounts 
Coast Guard 
Bureau of Internal Revenue 
Federal Security Ageney: Public Health Service 
Philippine Alien Property Administration 
Interior: 
Geological Survey 
Bureau of Mines 
Fish and Wildlife Service 
General Services Administration: 
Federal Supply Service 
Public Buildings Service 
Labor: Bureau of Employee’s Compensation 
War Claims Commission 
Smithsonian Institution 
Atomic Energy Commission 
Reconstruction Finanee Corporation 
Export-Import Bank 

It should be noted that the above compilation does not include 
other units of the executive branch which are operating in Territories 
and possessions of the United States. The committee has been in- 
formed by the United States Civil Service Commission that as of 
May 31, 1951, approximately 172,000 civilian employees were sta- 
tioned outside the continental limits of the United States in connection 
with the overseas activities of this Government. Of this number, it is 
estimated that approximately 88,000 were stationed in foreign coun- 
tries and 84,000 were in United States Territories and possessions. 

The committee does not question the fact that the studies prepared 
by the Gray and Rockefeller groups and the Brookings Institution are 
excellently contrived, and will prov ide the Congress ‘with much valu- 
able information and analysis. This data would undoubtedly be of 
considerable assistance to the proposed Commission on the Adminis- 
tration of Overseas Activities in connection with its projected studies. 
In view of the foregoing, however, the committee cannot agree with 
the contention of the executive branch of the Government that these 
studies obviate the necessity for such a study as is contemplated by 
S. 1166. On the contrary, in the opinion of the committee, these 
studies serve to emphasize the urgent necessity for an impartial study 
of the type contemplated by the pending bill which will produce 
concrete recommendations. 

ry e Y . . 

lhe committee concluded that the Congress has a vital and certainly 
an equal interest with the executive branch in the administration of 
the overseas activities of this Government. Each day the Congress 
is being requested to make decisions which affect the daily lives and 
welfare of our entire population as well as the rest of the world. If 
the Congress is to discharge its responsibilities with respect to these 
matters, it must be in possession of all pertinent facts relative to the 
administration of these activities. 

The committee considered the advisability of providing for half of 
the members of the proposed Commission to be appointed from private 
life. This was in accordance with suggestions made by a number of 
witnesses at the hearings and would have made the c omposition of the 
Commission identical with that of the Hoover Commission. After 

careful deliberation, however, it was decided that since the activities 
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of the Commission would be designed primarily to supply the Con- 
gress with essential facts relative to the overseas activities of this 
Government, more effective results were likely to be obtained from 
having as members of the Commission the largest possible number of 
Members of the House and of the Senate. Those Members of Con- 
gress who served as members of the Commission would then be in a 
position to provide the legislative committees with first-hand, per- 
sonal knowledge concerning the matters under examination. ‘This 
experience, in turn, would be of invaluable assistance to the Congress 
and to the appropriate committees which are charged wich respoasi- 
bility for insuring the adequacy and effectiveness of the adminis- 
tration of this Government’s vast network of overseas activities. 
Finally, it was the opinion of the committee that the omission of 
public members would result in a substantial reduction in the cost 
of the proposed study. 

In its original form, the bill provided that the Commission would 
complete its study and report its findings and recommendations to the 
Congress not later than March 1, 1953, and would cease to exist on 
April 1, 1953. However, since a number of witnesses testified at the 
hearings that there was an immediate need for the study contemplated 
by the bill, and many of the Government agencies concerned stressed 
the fact that early action with respect to overseas activities was neces- 
sary, the committee, after careful consideration, amended the bill so 
as to require the Commission to complete its study, make its report, 
and terminate its existence not later than 1 year after its first meeting. 

It is the considered opinion of the committee that the enactment of 
5. 1166 would provide the Congress with adequate information as to 
the manner in which the overseas activities of this Government are 
now being administered as well as with appropriate recommendations 
concerning the means for coordinating and integrating these activities. 
Such action would carry out the specifie recommendation of the 
Hoover Commission and would furnish the Congress with the essential 
facts and guidance needed to enable it to provide for a more economi- 
cal and efficient administration of these vital operations. 


SeCTION-BY-SECTION ANALYSIS OF S. 1166 


Section 1 creates a bipartisan Commission on Overseas Adminis- 
tration, composed of 12 members: 4 Members of the Senate, appointed 
by the President of the Senate; 4 Members of the House of Repre- 
sentatives, appointed by the Speaker of the House of Representatives; 
and 4 from the executive branch of the Government, appointed by 
the President of the United States. Of each class of four members, 
two members shall be from each of the two major political parties. 
Vacancies are to be filled in the same manner as the original appoint- 
ments were made. Members of the Commission would receive no 
additional compensation by reason of such membership but would 
be paid necessary travel and subsistence expenses when away from 
their official station on the business of the Commission. 

Sections 2 and 3 provide that the Commission shall elect a Chairman 
and a Vice Chairman from among its members, and seven members 
shall constitute a quorum. 

Section 4 provides that it shall be the duty of the Commission to 
study the administration of the overseas activities of the Federal 
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Government, with a view to making recommendations to the Congress 
with respect to the means for coordinating and integrating such ac- 
tivities. The Commission is required to complete its study and re- 
port its findings and recommendations not later than 1 year after its 
first meeting, and/or at such earlier time or times as the Commission 
deems necessary. 

Section 5 authorizes the Commission to employ and fix the com- 
pensation of necessary personnel without regard to the civil-service 
Jaws or the Classification Act of 1949, and to contract for services and 
employ part-time consultants on a per diem basis. 

Section 6 (a) provides that when authorized by a majority of the 
Commission, for the purposes of carrying out the provisions of this 
act, the Commission or any member thereof may hold such hearings 
and sit and act at such time and places and iake such testimony as 
the Commission or such member may deem advisable. Oaths may 
be administered to witnesses appearing before the Commission by any 
member. 

Section 6 (b) authorizes the Commission to secure directly from any 
executive department, bureau, agency, board, commission, office, 
independent establishment, or instrumentality, information, sugges- 
tions, and estimates for the purposes of this act and such agencies 
would be authorized and directed to furnish such information. 

Section 7 provides that the Commission shall cease to exist no later 
than 1 year after the first meeting, and requires the Chairman of the 
Commission to advise the President of the Senate, the Speaker of the 
House of Representatives, and the President of the United States of 
the date of its first meeting, in writing, and requires further that such 
notification shall be published i in the Federal Register. 

Section 8 authorizes the appropriation of funds necessary to carry 
out the provisions of the act. 


a 
WY 
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ESTABLISHING A TEMPORARY NATIONAL COMMISSION 
ON INTERGOVERNMENTAL RELATIONS 


JuLy 12 (legislative day, JuNE 27), 1951.—Ordered to be printed 


. O’Conor, from the Committee on Expenditures in the Executive 
, } 
Departments, submitted the following 


REPORT 
[To accompany 8. 1146] 


The Committee on Expenditures in the Executive Departments, to 
whom was referred the bill (S. 1146) to provide for the establishment 
of a temporary, bipartisan National Commission on Jntergovern- 
mental Relations, baving considered the same, report favorably 
thereon with amendments, and recommend that the bill do pass. 

The amendments are as follows: 

On page 4, line 19, strike out subsection (b), and substitute the 
following: 


(b) The Commission shall submit interim reports at such time or times as the 
Commission deems necessary, shall submit a comprehensive report of its activities 
and the results of its studies to the Congress on or before December 31, 1952, and 
shall submit its final report not later than March 31, 1953, at which date the Com- 
mission shall cease to exist. The fina] report of the Commission shall propose 


such constitutional amendments, legislative enactments, and administrative 


_actions, as in its judgment are necessary to carry out its recommendations with 


respect to each level of government. 


On page 5, between lines 16 and 17, insert a new subsection as fol- 
lows: 


(c) The Commission shall advise and consult with representatives of labor, 
industry, commerce, agriculture, taxpavers’ organizations, State and local govern- 
ments, and other interested groups, and may establish such advisory committee 
or committees as may be desirable from among such representatives. Members 
of any such advisory committee may be reimbursed for travel, subsistence, and 
other necessary expenses incurred by them at the direction of the Commission 
in the performance of their duties. 


On page 5, line 17, strike out “(c)’’ and insert in lieu thereof “ (d 
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PURPOSE 


5. 1146, as amended, proposes the development in statutory form 
of the recommendations made by the Commission on the Organization 
of the Executive Branch of the Government in March 1949 relative 
to various aspects of Federal-State relations. It would create a 
temporary, bipartisan National Commission on Intergovernmental 
Relations to make specific recommendations to Congress based upon 
studies of (1) past and present relations and allocations of government 
functions and powers among the National, State, and local govern- 
ments of the United States, and (2) the possibilities and need for 
achieving continuous consistency in the fiseal policies of the several 
levels of government. In making these studies the Commission is 
directed to give particular attention to tax immunities, to sources of 
revenue, and to measures such as grants-in-aid and tax sharing for 
adjusting the financial resources of State and local governments to 
their needs. 

1146, as amended, provides for a temporary Commission, for the 
submission of a comprehensive report on the results of its studies to 
the Congress on or before December 31, 1952, and for the termination 
of the Commission on March 31, 1953. It further requires that the 
final report of the Commission shall submit legal and administrative 
proposals whach are necessary to carry out its recommendations at 
each level of government. It is the view of the committee that the 
newly elected Congress taking office in January 1953 will thus have 
sufficient time to determine, on the basis of the comprehensive report 
to be submitted on December 31, 1952, whether or not the Commission 
should be continued permanently as recommended by the Hoover 
Commission, or for another stated period. 


GENERAL BACKGROUND 


On March 25, 1949, the Chairman of the Commission on Organiza- 

tion of the Executive Branch of the Government submitted to Congress 
a summary report on Federal-State relations supported by four 
extended task force reports (S. Doc. No. 81, dated March 25, 1949). 
That summary report characterized Federal-State relations as 
the cardinal question of our Federal system of government. It is not a question 
that can be resolved once for all time. Emphasis shifts from generation to genera- 
tion as the American people fashion their government to meet the needs of chang- 
ing times and changing conditions. 
In the latter connection the report pointed out the great change 
which has occurred in our Nation over a few decades from a small 
number of semiautonomous agricultural States, to the present highly 
industrialized, far-flung Nation with world-wide interests and respon- 
sibilities. The governmental problems, fiscal and otherwise, accompa- 
nvying this tremendous change, have required cooperation and team- 
work on the part of the States and the National Government. In 
1914, an agricultural extension program became the first large-scale 
continuing project of this cooperative nature. The pattern has since 
been followed in highway, vocational education, health, hospital, 
social security, and other programs. 

The Hoover Commission report thereupon formulated various 
recommendations calling for (1) appraisal of government functions 
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30 as to determine their best location and method of control, (2) 
allocating revenue sources to local and State governments, (3) proper 
budgeting of grants-in-aid programs, and (4) proper systemization of 
such programs. The report concluded with the following statement: 

The question of Federal-State relations and the problems incident thereto is 
a most important part of our governmental structure and our governmental 
operation. It should be studied and appraised in its over-all aspects carefully 
and continuously if publie services are to be adequately rendered, if publie admin- 
istration is to be efficient and economical, and if we are to maintain a strong, 
vital, Federal system of government. 

In part, these conclusions stemmed from an earlier report made 
under Treasury Department auspices (S. Doc. No. 69, dated June 23, 
1943). That so-called Groves-Gulick-Newcomer report, consisting 
of 595 pages of text, interspersed with many tables and charts, was 
the subject of extended attention in 1947 by a Special Subcommittee 
on Intergovernmental Relations of this Committee. The subcom- 
mittee met in a special conference at Chicago with representatives of 
other committees of Congress, of the Federal Government, and of the 
States to develop ‘“‘joint fiscal policies which would equally protect 
the legitimate interests of both the Federal Government and of the 
several States.” 

The subsequent report by this committee pointed out that the 
Federal system of government in effect in the United States makes 
umpossible a supreme fiscal authority, and concluded that “the main- 
tenance of a coordinated system of Federal, State, and local finance 
requires some regularized procedure for arriving at informed decisions 
with respect to three basic issues.’”’ These issues are the determina- 
tion of the proper over-all total of spending at all levels of government, 
the division of available resources for public use among the levels of 
government, and the tax system under which each set of governments 
should raise its share of the resources allocated for public use. The 
committee report recommended that the Joint Committee on the 
Legislative Budget, provided under the Legislative Reorganization 
Act of 1946, be required to confer regularly with representatives of 
State and local governments before proposing the maximum amount 
to be appropriated for annual expenditures in accordance with that 
act (S. Rept. No. 1054, dated April 2, 1948). 

As part of the general background of S. 1146, it should also be 
indicated that the Treasury Department has recently prepared a study 
of “Federal-State Tax Coordination” which was published in July 
1947 and revised as of April 1, 1949. This study examined in detail 
the methods in use to coordinate the principal taxes involved in 
Federal-State-local tax relations. 


PAST HEARINGS AND LEGISLATIVE REPORTS 


During May 1949, the Subcommittees on Intergovernmental 
Relations of the Senate and House Committees on Expenditures in 
the Executive Departments conducted a week of joint hearings on 
related bills, all of which stemmed from the recommendations of the 
Hoover Commission. The testimony of Members of Congress, 
governors of several States, and of organizations at the various levels 
of government unanimously favored setting up a commission to con- 
sider the many subjects relating to Federal-State relations, and to 
make recommendations. 
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In accord with the recommendation of the Senate subcommittee, 
the committee reported favorably on S. 1946 of 1949 (S. Rept. No. 
488). That bill, however, was objected to on three calls of the calendar 
because of (a) fear that a commission might cause reductions in Federal 
grants, (6) differences of opinion over Dasis of appointment, and (c) 
objection to a permanent commission, As a result, the committee 
formulated a substitute bill, S. 3147 of 1950, which eliminated the 
‘“panel’”’ method of selection restricting appointments to nominations 
by designated private organizations especially concerned with one of 
the various levels of government; reduced the Commission from 15 to 7 
members; and made the Commission temporary in character, This 
new bill was also reported favorably (S. Rept. No. 1856), but failed 
of passage on calendar call because of a single objection. 


FOUR PENDING BILLS 


Four bills are now pending which propose a temporary bipartisan 
Commission on Intergovernmental Relations—S. 1146, 5S. 836, 5. 487, 
and 5. 437. Aside from the question of basis of representation, they 
are all similar in their objective, and differ only in details. They 
propose the establishment of a temporary commission which would 
study the fiscal relationships of Federal, State, and local governments 
of the United States, and make specific recommendations to Congress 
within a specified period. Practically all of the sponsors and co- 
sponsors of the other three bills have now joined as cosponsors of 

1146, as amended by the committee. 

Under all of the bills, the Commission would have power to hold 
hearings, secure information from all Federal Government agencies, 
and employ personnel. The members of the Commission who are 
appointed from among Members of Congress or from the executive 
branch of the Government would serve without additional compensa- 
tion with respect to their service on the Commission, but would be 
reimbursed for necessary expenses. Other members of the Commis- 
sion would receive compensation at the rate of $50 a day for each day 
they are engaged in performing their duties, and in addition would be 
reimbursed for necessary expenses. 

The major variation in the four pending bills deals with appoint- 
ments to the Commission, as indicated below. 

S. 1146: This bill, drafted by the Citizens Committee for the Hoover 
Report, was introduced by Senator O’Conor, and now has 34 co- 
sponsors. It calls for 12 appointees, or 4 each by the President of 
the United States, the President of the Senate, and the Speaker of 
the House, respectively, with 2 members of each group of 4 being 
selected from the respective official branches, and 2 from private 
life. It stipulates that ‘not more than two members (of each set of 
four appointees) shall be from any one political party.”’ The bill as 
amended also directs consultation directly, or through the appoint- 
ment of advisory committees, with repres caeation: of ‘labor, industry, 
commerce, agric vulture, taxpayers’ organizations, State and local gov- 
— nts, and other interested groups. 

437: This bill, sponsored by Senator Hendrickson and 15 co- 
ame is the same as S. 810 of 1949. It combines five “panel” 
appointees from three panels nominated by organizations at various 
government levels, and nine ‘‘ Hoover Commission” type of appointees, 
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namely, two Senators by the President of the Senate, two Representa- 
tives by the Speaker of the House of Representatives, and five by the 
President of the United States (two members of the executive branch. 
plus three private citizens). Of the five ‘Hoover Commission”’ type 
of appointees by the President of the United States, S. 437 states that 
“not more than three members shall be from any one political party”’ 
similar bipartisan provisions hold for other appointees. 

S. 487: This bill, sponsored by Senator Bricker, is similar to S. 767 
of 1949 which he also introduced. It calls for 14 appointees—four to 
be designated by the President of the United States (two executive 
officials, and two private citizens); two Senators, by the President of 
the Senate; two Representatives, by the Speaker; and three, two, and 
one appointees by the President of the United States from nominees 
of organizations at State, municipal, and county levels, respectively. 
Of the members of each of these groups, 5. 487 provides that not more 
than half the appointees may be from one political party; to work out 
this formula the three appointees from State levels are grouped with 
the one appointee from county levels. 

S. 836: This bill, again sponsored by Senator Humphrey, is the 
same as committee bill S. 3147 of 1950, which, as indicated above, 
‘alled for seven members to be designated by the President of the 
United States without restriction, except that ‘‘not more than four of 
whom shall be from any one political party.” 


CONCLUSION 


Upon recommendation of the Subcommittee on Reorganization, the 
full committee favorably reports S. 1146, with amendments, to estab- 
lish a temporary, bipartisan National Commission on Intergovern- 
mental Relations. This action is based on the recommendation of the 
Commission on the Organization of the Executive Branch of the 
Government (Hoover Commission), that the question of Federal- 
State relations, and the problems incident thereto, need the study and 
appraisal of a continuing agency. While the committee only approves 
a temporary, bipartisan Commission at this time, the bill calls for a 
comprehensive report by December 31, 1952, and allows another 90 
days before expiration of the Commission, during which the newly 
elected Congress is to determine whether both Commission membership 
and staff shall be continued without interruption either permanently 
or for another stated period. 

The committee approved the recommendation of its subcommittee 
in favor of a straight so-called Hoover Commission basis of repre- 
sentation on the Commission, as the better organizational plan, 
because of the desirable variety of viewpoints which are thereby 
included. This basis should quiet any fears that the Commission will 
consist of members who might start their service with an initial 
prejudice against Federal grants. 

The committee adopted the two following amendments of S. 1146: 

1. Section 3 was expanded (a) to make sure that the new temporary 
Commission will go beyond the purely study stage and propose an 
action program which makes specific recommendations for the various 
levels of government as to any advisable constitutional amendments, 
statutory changes, or modifications of administrative processes; and 
(6) to so time the reports of the temporary Commission that the newly 
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elected Congress will have 3 months after it convenes in 1953 to decide 
whether the Commission’s membership and staff should be continued 
without change either permanently or for a stated period. 

2. Section 4 was expanded to reconcile the practical need for a Com- 
mission consisting of a comparatively small membership, with the 
advantages of representation of numerous interests. Thus, it calls for 
consultation by the 12-member Commission ‘with representatives of 
labor, industry, commerce, agriculture, taxpayers’ organizations, 
State and local governments, and other interested groups,” to be set 
up as advisory committees when desired. 


SECTION-BY-SECTION ANALYSIS OF §S. 1146 AS AMENDED 


Section 1. Findings of fact: Urges comprehensive survey of rela- 
tionship and distribution of functions among the levels of government 
in order to determine the desirability of their redistribution. 

Section 2. Membership of Commission: Establishes a temporary, 
bipartisan National Commission on Intergovernmental Relations, to 
consist of 12 members, of which four are to be designated by the Presi- 
dent of the United States (two executive officials, plus two private 
citizens) ; four by the President of the Senate (two Senators, plus two 
private citizens); and four by the Speaker of the House (two Repre- 
sentatives, plus two private citizens). Of each set of four designees, 
not more than two shall be from one political party. Vacancies shall 
not affect Commission powers, and they shall be filled as the original 
appointment was made. The Commission shall elect a Chairman 
and Vice Chairman from its members, and four members shall con- 
stitute a quorum. 

Section 3. Duties of Commission: The Commission must make 
specific recommendations to Congress based on studies of (a) rela- 
tions between levels of government, and the distribution of functions, 
and (6) the means of achieving, on a continuous basis, consistent fiscal 
policies at the several levels of government. In making its studies, 
the Commission is to give particular attention to questions of inter- 
governmental tax immunities, tax competition, and such measures as 
grants-in-aid and tax sharing for adjusting financial resources to the 
needs of State and local governments. The Commission is to make 
interim reports as deemed necessary, a comprehensive report by 
December 31, 1952, on.its studies and activities, and a final report on 
March 31, 1953, its expiration date. The final report shall propose 
specific constitutional, statutory, and administrative changes to 
carry out Commission recommendations for each level of government. 

Section 4. Powers of Commission: The Commission is authorized 
to determine when and where testimony shall be taken under oath, to 
obtain all desired information from executive agencies, and to advise 
and consult with all interested groups, setting up advisory committees 
from among them if desired. The Commission is directed to consult 
directly, or through advisory committees, with representatives of 
labor, industry, commerce, agriculture, taxpayers’ organizations, 
State and local governments, and other interested groups; advisory 
committee members are to be reimbursed for travel, subsistence and 
other necessary expenses incurred at the direction of the Commission. 
The Commission is authorized to appoint an executive secretary and 
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staff outside the civil service; salary rates shall be in line with com- 
parable pay for civil service employees. 

Section 5. Compensation of Members: Congressmen or Federal 
officials shall serve as members of the Commission without compensa- 
tion, but shall be reimbursed for travel expenses. Other members shall 
be paid $50 for each day of service, plus travel and expenses. 

Section 6. Appropriations: Appropriations are authorized to the 
extent necessary to carry out provisions of the Act. 


COMMENTS ON PROPOSED LEGISLATION 


The Citizens Committee for the Hoover Report, in a letter dated 
June 8, 1951, favors S. 1146 as amended, in the following categorical 
fashion: 


We have received the committee print of June 6, 1951 of S. 1146 as amended, 
a bill to establish a temporary Commission on Intergovernmental Relations. 

We endorse the bill unequivocally. If the Congress enacts this measure, the 
recommendations of the Hoover Commission on Federal-State relations will be 
fulfilled. 


The above committee print of June 6, 1951 of S. 1146, is practically 
identical with S. 1146 as amended, which is reported herein. 

Interested Federal agencies were requested to submit their views 
on the four pending Senate bills relative to Federal-State relations. 
Of these replies, much the most comprehensive is the letter of the 
Bureau of the Budget, which is quoted below in full. This letter pro- 
posed two amendments to S. 1146 which have been approved by the 
committee and are included in the bill as reported. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BuDGCET, 
Washington, D. C., April 19, 1961. 
Hon. Joun L. McCie ian, 
Chairman, Committee on Expenditures in the Executive Departments, 
United States Senate, Washington, D. C. 

My Dear Senator McC Le ian: This is in response to vour letter of March 20, 
requesting the views of the Bureau of the Budget on 8. 437, a bill to establish a 
National Commission on Intergovernmental Relations, and on 8. 487, 5. 836, 
and 8. 1146, bills to establish a temporary National Commission on Intergovern- 
mental Relations. 

S. 437 provides for the creation of a 14-member National Commission on Inter- 
governmental Relations which would make studies in this field and develop 
recommendations to the President and the Congress with the objectives of (1) 
establishing a more orderly and less competitive fiscal relationship between the 
levels of government; (2) the elimination of duplication and overlapping services, 
activities, and functions, and the securing of better intergovernmental coordi- 
nation; (3) the attainment of an allocation of functions among levels of govern- 
ment that will provide economical administration and maximum service to the 
public;.(4) a reduction in the total Government expenditures to the lowest pos- 
sible level consistent with the efficient performance of essential services. activi- 
ties, and functions; (5) the development, within the existing constitutional 
framework, of a governmental structure, and such cooperative policies and pro- 
cedures as will tend to overcome existing obstacles to efficient governmental 
administration, and to lay a sound foundation for future development. The 
membership of the Commission would be selected as follows: Ten members would 
be appointed by the President, with two of them from the executive branch of 
the Government, three private citizens, two State officials, two municipal officials, 
and one a county official; two members would be appointed by the President of 
the Senate from the membership of the Senate; and two would be appointed by 
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the Speaker from the membership of’the House of Representatives. The Com- 
mission would be authorized to hold hearings and appoint a director of research 
and other needed personnel. It would be required to submit a final report and 
recommendations to the President and the Congress not later than February 1, 
1953. The Commission would cease to exist at the end of the fiscal year during 
which its report was made. 

S. 487, S. 836, and 8. 1146 provide for the establishment of a Commission 
which would submit to the Congress specific recommendations based upon a 
study of (1) the past and present relations between the National, State, and local 
governments, the allocation of functions and powers among the levels of govern- 
ment, and functions and powers exercised by two or more levels of government 
and the distribution of jurisdiction between them; and (2) the fiscal relations 
among the National, State, ‘and local governments with a view of determining 
the possibilities, and the mechanism for achieving, on a continuous basis, con- 
sistency in the fiscal policies of the several levels of government. The Commission 
would give particular attention to (a) intergovernmental tax immunities in terms 
of the problems they create for governments and taxpayers, and the means for 
resolving these problems; (b) revenue sources and means for reducing or eliminating 
intergovernmental tax competition; and (c) grants-in-aid, tax sharing, and other 
similar measures for adjusting financial resources to the needs of State and local 
governments. The Commission would be authorized to hold hearings and appoint 
an executive secretary and other personnel. It would be required to submit a 
final report of its activities and the results of its studies to the Congress on or before 
the end of the second fiscal year which begins after date of enactment. The 
Commission would cease to exist after submission of its report. We believe that 
this procedure of relating the time of the Commission’s report to the date of 
enactment is preferable to requiring that the studies be completed and the report 
submitted by a specified date. 

The major differences among’S. 487, S. 836, and S. 1146 relate to the composi- 
tion of the Commission. S. 487 calls for a 14-member Commission selected in 
substantially the same manner as provided in 8. 437 but provides that three of 
the members, rather than two as in 8S. 437, would be State officials. 5S. 836 pro- 
vides for appointment by the President of the United States of a Commission of 
seven members, all of whom have had experience with or knowledge of the major 
problems in the field of intergovernmental relations. 8S. 1146 establishes a 12- 
member Commission with four members appointed by the President of the 
United States, including two officers of the executive branch and two private 
citizens; four members appointed by the President of the Senate, including two 
members of the Senate and two private citizens; and four members appointed by 
the Speaker of the House of Representatives, including two Members of the 
House and two private citizens. 

The Bureau of the Budget presented testimony on a group of bills relating to 
this subject during joint hearings before the Subcommittees on Intergovernmental 
Relations of the House and Senate Committees on Expenditures in the Executive 
Departments on May 13, 1949. At that time, the Bureau suggested that special 
consideration be given to the size and membership of any commission established 
to study these problems. In view of the broad questions with which the Com- 
mission would be concerned, it would be essential for it to consult with various 
groups in addition to representatives of the several levels of government. These 
interested groups would include labor, industry, agriculture, taxpavers’ organiza- 
tions, and other civic groups. It may be possible to reconcile the need for a 
commission with a comparatively small membership with the need for representa- 
tion of a variety of governmental, geographic, and economic interests by estab- 
lishing a small nonrepresentative commission, which could be assisted by a larger 
advisory panel selected on a representative basis. The Commission, therefore, 
might be made up of a few eminent citizens, appointed from the public at large, 
with an advisory body made up of representatives of the various groups interested 
in the many problems of intergovernmental relations. The Commission estab- 
lished by S. 836 most nearly meets these requirements, although the bill makes 
no provision for an advisory body. 

The Bureau of the Budget testimony at the joint hearing also stressed the need 
for delimiting the scope and responsibility of the Commission so as to confine its 
job within manageable proportions. Also, we suggested that there might well be 
identified certain other specific studies meriting special attention within the 
general subject matter covered by the bills then under consideration. As a result 
of discussions held between members of the staff of the Senate Subcommittee of 
the Committee on Expenditures in the Executive Departments, staff of the 
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Department of the Treasury and the Bureau of the Budget, and representatives 
of State and local governments, suggested amendments to one of the earlier bills 
in this field, S. 1946, Eighty-first Congress, were incorporated into new bills, 8. 
3147 and H. R. 8843, LKighty-first Congress. The same provisions, insofar as 
they relate to the duties of the Commission, are now in 8. 487, 8. 836, and 8. 1146. 
In our opinion, these bills are preferable to 8. 437. 

In our letter to vou dated June 27, 1949, commenting on 8. 1946, Eight y-first 
Congress, as well as in the testimony at the joint hearing, we suggested that 
consideration should be given to the desirability of giving the Commission a 
statutory instruction that it specify in its report the types of action necessary to 
carry out its recommendations. Thus, it should be the responsibility of the 
Commission to indicate the changes which might be required in the Federal or 
State constitutions, proposed legislation to be enacted by the Congress and by the 
State and local bodies, and administrative action proposed at each level. While 
S. 437 requires the Commission to suggest plans and procedures for carrying its 
recommendations into effect, the other current bills, 8. 487, 8S. 836, and 8. 1146, 
do not include such a requirement among the duties of the Commission. 

Sincerely yours, 
F. J. Lawton, Director. 


©) 
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FURTHER RESEARCH AND CONTROL OF SEA LAMPREYS 
OF THE GREAT LAKES AREA 


JuLy 12 (legislative day, June 27), 1951.—Ordered to be printed 


r. Bricker, from the Committee on Interstate and Foreign Com- 
merce, submitted the following 


REPORT 
{To accompany H. R. 2995] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (H. R. 2995) to amend the joint resolution of 
August 8, 1946, as amended, with respect to appropriations authorized 
for the conduct of investigations and studies thereunder, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 

This committee accepts the House Report No. 558 on H. R. 2995, 
Eighty-second Congress, first session, which passed the House of 
Representatives on June 18, 1951. 

The text of House Report No. 558 follows: 


This bill, H. R. 2995, would further amend Public Law 672, Seventy-ninth 
Congress, approved August 8, 1946, as amended, by authorizing the continuation 
of the investigations and studies thereunder during the fiscal year ending June 
30, 1952, with the authorized limit of cost of such investigations and studies being 
set at $500,000. 

The act of August 8, 1946, was amended by Public Law 249, Eighty-first 
Congress, approved August 18, 1949, to provide for authorizations to continue 
the studies which had been commenced on a somewhat limited scale. At that 
time extensive hearings were held wherein your committee was informed by Fed- 
eral and State authorities that the existing program of investigations of the 
abundance and distribution of the sea lampreys in the Great Lakes had proven 
the problem to be vastly greater than originally supposed. It was shown that 
the predatory and parasitic habits of the sea lamprey endangered the very exist- 
ence of the formerly extensive and highly valuable commercial fisheries of the 
Great Lakes with particular regard to the lake-trout fishery. 

The importance of pursuing these studies further is self-evident. Prior to 
1936 the normal production in the Lake Michigan trout fishery was from 5 to 
approximately 7 million pounds, and had a value of approximately $3,000,000 
per year calculated on the basis of 50 cents per pound to the fishermen. Since 
1936, however, the catch has come down to such an extent that by 1949 it was 
worth only $172,000 in value to the fishermen. This dramatic reduction in dollar 
value took place notwithstanding an increase in the fishermen’s price to about 
70 cents per pound. In Lake Huron in 1935 the lake-trout catch was worth 





2 CONTROL OF SEA LAMPREYS OF THE GREAT LAKES AREA 


approximately $700,000 and in 1949 the annual value of the catch was only $500. 
In other words, in Lake Huron the lake-trout population has been decimated to 
the point that it is below the practical commercial level. 

Evidence before your committee disclosed that, while the sea lamprey has 
heretofore primarily preyed upon the lake trout in Lake Huron and Lake Michi- 
gan, it is now seriously extending its depredations into Lake Superior and is also 
found to be attacking other valuable food fish in areas where the trout has been 
depleted. A corollary effect of the sea lamprey’s destruction of the lake-trout 
fishery in Lakes Huron and Michigan has been to greatly increase the intensity of 
fishing for other types as well as to increase fishing intensity for lake trout in the 
Lake Superior area, where the sea lamprey has not vet gained extensive foothold. 
Thus the increased intensity of fishing carries with it the additional threat of 
depletion through overfishing. 

Your committee has recently concluded hearings on this bill (H. R. 2995) and 
is pleased to report that the expanded investigations conducted pursuant to 
Public Law 249 are showing encouraging progress in developing methods to con- 
trol this predatory creature, which has nearly eliminated certain of the most 
valuable specics of food fish in a multi-million-dollar fishery in a relatively few 
years’ time. 

Witnesses before your committee urged that the salvation of the important 
Great Lakes fisheries depended upon the development of methods of control or 
eradication of the sea lamprey within the shortest possible time. These witnesses 
freely conceded the difficulty and great magnitude of the problem and the con- 
sequent high cost of the research program. The Fish and Wildlife Service pointed 
out the difficulties of making an accurate estimate of cost for such a research 
program, it being estimated that to protect the program and assure positive 
results thereunder there should be an authorization of not to exceed $500,000 for 
each of the sueceeding five fiscal years. Your committee recognized the merit 
of the position taken by the Fish and Wildlife Service witnesses, but felt that a 
better control could be established without hampering the end result of the work 
if the authorization were limited at this time to the fiscal vear ending June 30, 
1952. 

The committee hopes and requests that a full report be made to the Congress 
as early in 1952 as may be feasible, together with a detailed projection of plans, 
procedures, and estimates of cost neeaed for the future. At such time it is the 
sense of the committee that further authorization for the following year would be 
favorably considered to the extent justified by results reported and the needs 
recognized as essential at the time of the report. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in brackets, new matter is printed in italics, existing law 
in which no change is proposed is shown in roman): 


Section 3 or Pusric Law 249, E1rcuty-rirst Concress (Act or Avaust 8, 
1946 (60 Stat. 930) as AMENDED), APPROVED Avcust 18, 1949 


That the Director of the Fish and Wildlife Service of the Department of the 
Interior is hereby authorized and directed to prosecute investigations of the 
abundance and distribution of sea lampreys and their effects on fishes, experiments 
to develop control measures, and a vigorous program for the elimination and eradi- 
cation of sea lamprey populations of the Great Lakes; to survey the Great Lakes 
area to determine what localities would be most suitable for the establishment of 
additional fish hatcheries and rearing ponds if, and when, it becomes desirable 
for the Federal Government to operate such additional fish hatcheries and rearing 
ponds in the Great Lakes area; and is authorized and directed to report to the 
Congress not later than December 31, 1950, the results of such survey and to 
make recommendations with respect thereto. The cost of the investigations and 
studies authorized in this section shall not exceed $359,000 for the first [vear and 
the sum of $216,000 per annum thereafter] year, $216,000 for the fiscal year ending 
June 30, 1951, and $500,000 for the fiscal year ending June 30, 1952. 


O 
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THE ANNUAL AND SICK LEAVE ACT OF 1951 


Jury 12 (legislative day, June 27), 1951.—Ordered to be printed 


ASTORE, from the Committee on Post Office and Civil Service, 
submitted the following 


r. 


JUL18 1951 
LAW: LIBRARY 


REPORT 
[To accompany 8S. 832] 


The Committee on Post Office and Civil Service, to whom was 
referred the bill (S. 832) to reduce the annual leave of Federal officers 
and employees to 15 days during the continuance of the existing 
national emergency, and for other purposes, having considered the 
same, report favorably thereon with amendments and recommend 
that the bill as amended do pass. 


INTRODUCTION 


The introduction of numerous leave bills during the Eighty-first 
Congress containing a wide range of formulas for changes in the sick- 
and annual-leave benefits of Federal employees indicated the need for 
a broad and detailed study of the subject. To this end the Subcom- 
mittee on Postal Service requested the Bureau of the Budget and the 
Civil Service Commission on May 18, 1950, to obtain data on leave 
practices in the Federal service and in private industry, with partic- 
ular attention to the amount of accumulated annual leave and length 
of service of Federal employees. 

The joint report of the Bureau of the Budget and the Civil Service 
Commission was submitted January 29, 1951, and printed (committe 
print) for the use of the Senate Committee on Post Office and Civ il 
Service. 

Committee staff analyzed the data in the joint report and on April 
17, 1951, submitted a staff report (appended hereto) containing broad 
recommendations for sweeping changes in regard to both sick- and 
annual-leave benefits for Federal employees. In essence the recom- 
mendations were as follows: 

1. Establish a uniform system of sick and annual leave throughout 
the Federal — to the greatest extent practicable. 

S. Rept. 546, 82-1——-1 
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2. Adopt a graduated system of annual leave based on length of 
service that will provide employees with adequate time for vacations, 
yearly and for incidental use, yet at the same time conserve manpower 
and produce economies 

3. Reduce the yearly allowance of sick leave and remove the 
limitation on the amount that may be ace umulated in order to provide 
greater protection to long-time employees in the event of prolonged 
illness. 

4. (a) Cover Federal employees with unemployment insurance, 
both as a matter of equity and to replace the practice of building up 
large accumulations of annual leave as insurance against unem- 
ploy ment. 

(6) Cause an orderly reduction in the large amount of accumulated 
annual leave currently to the credit of individual employees. 

(c) Prevent unduly large accumulations of annual leave by indi- 
Vv idus il employees in the future. 

Adopt legislative changes with respect to both sick and annual 
Lean that will simplify administrative procedures and reduce the cost 
of maintaining individual anne accounts. 

5S. 832, as introduced, was a bill to reduce the annual leave of 
Federal officers and employees to 15 days during the continuance of 
the existing national emergency. It did not touc ch on the question of 
sick leave or the other matters referred to in the staff report as 

requiring attention. 

However, 5S. 832, as amended, deals with both sick and annual leave 
on a Federal-wide basis. Hearings were held on 8. 832, as amended, 
on June 28 and 29, 1951. Witnesses testifying at these hearings 
included representatives of the Civil Service Commission, the Bureau 
of the Budget, departments and agencies, and officers of many organi- 
zations of Federal employees. 


GENERAL STATEMENT 


The Civil Service Commission and the Bureau of the Budget both 
endorsed the adoption of a graduated system of annual leave based on 
length of service. The scale recommended by the Civil Service com- 
mission provided for 13 days to employees with less than 5 years’ 
service, 19% days to employees with 5 but less than 20 years’ service, 
and 26 days to employees with 20 or more years of service. The 
Bureau of the Budget recommended the same scale, but with the 
grant of 26 days occurring after 15 years of service instead of 20 as 
recommended by the C ivil Service Commission. 5S. 832, as reported 
by the committee, provides for annual leave at the rate of 13 days per 
year for employees with less than 2 years of service, 20 days to those 
with 2 but less than 15 years of service, and 26 days to those with 15 
or more years of service. 

Coverage is extended to include a number of groups of Federal 
employees now subject to special leave laws. In this category are 
the field employees of the postal field service, the employees in the 
Foreign Service under the Department of State and judges of the mu- 
nicipal court for the District of Columbia. 

The committee is at the present time making a study of the possi- 
bility of covering Federal employees with unemployment insurance or 
some plan for terminal-leave compensation. 
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This study is in conformity with recommendation 4 of committee 
staff report of April 17, 1951. 

The committee strongly feels that in view of the leave reductions 
provided by either S. 832, as amended, or the Douglas amendment to 
the Independent Offices appropriation bill (H. R. 3880) that no further 
restriction be placed on leave accumulations and specifically recom- 
mends that if either plan is adopted that the language in section 601 
(title VI—General Provisions) of H. R. 3880 providing restrictions on 
accumulations be stricken. 

Thé committee hopes to present a draft of fair and equitable legisla- 
tion within 30 days covering Federal employees with an une mploy- 
ment-insurance plan that would also provide the necessary restriction 
on leave accumulation. 

The Bureau of the Budget and the Civil Service Commission are in 
conformity with this approach and are assisting the staff of the com- 
mittee in its study. 

As shown in the following table, annual savings under S. 832 will 
amount to over 15 million workdays with a cash value of over $175 
million. Under the Douglas rider the sevings will be in excess of 
11 million workdays with a cash value of over $140 million. Both 
are based on a coverage of 1,859,000 employees exclusive of the field 
employees of the Post Office Department and employees in the 
Foreign Service under the Department of State. Inclusion of the 
half million field employees of the Post Office Department under 
either S. 832 or the Douglas rider will reduce the estimated savings 
by some $25 or $30 million. Inclusion of employees of the Foreign 
Service will result in an additional saving under either S. 832 vr the 
Douglas rider. 
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ANNUAL AND SICK LEAVE ACT OF 1951 


or 


EXPLANATION OF §8. 832 BY SECTIONS 


Section 1: This section provides that S. 832 shall be known as the 
Annual and Sick Leave Act of 1951. 

Section 2: This section provides that the act shall apply to all 
civilian officers and employees of the United States and of the Gov- 
ernment of the District of Columbia except as follows: 

Teachers and librarians of the public schools of the District 
of Columbia. These employees are not now subject to the 
Uniform Sick and Annual Leave Acts of 1936, as amended, and 
this exclusion is continued under S. 832 because the conditions 
of their employment differ widely from that of other Federal 
employees. 

2. Part-time officers and employees who do not work regular 
tours of duty. 

Temporary employees engaged on construction work at 
hourly rates. Such employees do not presently receive leave and 
there is no justification for granting leave to such employees. 

4. Employees of the (¢ ‘anal Zone government and the Panama 
Canal Company. Such employees are now accorded leave on a 
different basis than other Federal employees because of certain 
factors concerning conditions of their employment. It has been 
held by responsible medical authorities that persons from a tem- 
perate zone cannot remain for long periods of time in the Canal 
Zone without injury to their health. In view of the fact that such 
employees do not have the benefit of rotating tours of duty, but 
make a career of working in the zone, a special system of leave 
suitable to their needs has been in operation for a number of 
years. It is believed that this system should be continued 
inn change. 

Commissioned officers of the Public Health Service. Such 
a ees now receive leave in accordance with practices that 
prevail in the military service. In view of the fact that their 
pay and other conditions of employment are in accordance with 
military practices, it is believed that their system of leave should 
not be disturbed. 

Commissioned officers of the Coast and Geodetic Survey. 
Such employees are to all practical purposes in the same category 
as employees under item 5 above. 

Doctors, nurses, and dentists in the Veterans’ Administra- 
tion. Such employees are now subject to their own leave system, 
especially tailored to suit their particular conditions of employ- 
ment. While S. 832 provides for no change, it is recommended 
that the leave system for these employees be reexamined by the 
Administrator of the Veterans’ Administration with the view to 
such adjustments as may be necessary to bring it more nearly in 
accord with the provisions of S. 832. The committee feels, 
particularly, that the Administrator should take appropriate 
steps to prevent juggling of schedules during periods of vacation 
in order to permit employees to take advantage of charging 
leave only on actual workdays and not on a calendar basis as in- 
tended by the system under which their leave is administered. 

8. Alien employees. The leave of such employees is granted 
in the discretion of the head of the department or agency con- 
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cerned, but in no event may it be in excess of the amount allow- 
able in the case of citizen employees. 

9. Employees of the Metropolitan Police and Fire Departments 
of the District of Columbia. Such employees are subject to the 
annual-leave provisions of S. 832 but exempt from the sick-leave 
provisions. ‘This exemption as to sick leave is made because the 
employees of these Departments operate under special sick-leave 
provisions that have been successfully administered for a number 
of years. 

Section 3: This section provides annual leave at the rate of 13 days 
a year for employees with less than 2 years’ service, 20 days for em- 
ployees with 2 or more but less than 15 years of service, and 26 days 
for employees with 15 or more years of service. The crediting of such 
leave is to be on a biweekly pay-period basis, and the committee 
urges that the full amount of leave to be earned by employees during 
a calendar year be credited at the beginning of the first biweekly pay 
period occurring in the calendar vear. Handled in this manner, bi- 
weekly postings to individual leave accounts will be avoided. 

The committee recommends that the Civil Service Commission 
develop conversion tables for the use of departments and agencies in 
the crediting of yearly accruals of leave by employees who move from 
one leave scale to a higher leave scale during the course of a year. 
This section provides further that all service creditable for retirement 
purposes shall count toward an increase in leave earned. 

Specifically, it is the intent of the committee that military service, 
prior Government service in the same or other Government depart- 
ment or agency, together with current service, shall be counted in 
determining in which leave scale an employee shall be included. 
This section provides further that the leave of employees who are 
not paid on the basis of biweekly pay periods shall be administered 
in the same manner as though such employees were paid on a bi- 
weekly pay-period basis. This is of particular significance to field 
service of the Post Office Department. 

In the interest of economies of administration, it is provided that 
leave shall not be earned for periods of less than a full biweekly pay 
period. Specifically this means that an employee who enters or leaves 
the Federal service during a biweekly pay period will receive no leave 
for the time worked during such incomplete biweekly pay period. 
Likewise, paragraph (b) of section 3 provides that any change in the 
rate of accrual of leave by an employee shall take effect at the begin- 
ning of the next succeeding pay period following the one in which the 
employee completes the prescribed period of service. 

Paragraph (c) continues the privilege under which employees in the 
several States and the District of Columbia may accumulate annual 
leave in an amount not to exceed 60 days. 

Paragraph (d) reduces and standardizes the maximum accumulation 
of annual leave for employees, except officers and employees in the 
Foreign Service of the Department of State, stationed outside the 48 
States and the District of Columbia, at 90 days. The reason why 
such employees are permitted to accumulate annual leave in excess 
of that permitted employees in the United States is so that they will 
have ample leave for extended stays in the United States when they 
are able to return. Employees of the Foreign Service are not allowed 
the 90 days but are limited to an accumulation of 60 days because 
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their home leave is provided for in a different manner. In either case, 
paragraph (e) provides that under such rules and regulations as may 
be prescribed by the head of the department or agency travel time of 
such employees in going to and from their posts of duty shall not be 
charged against annual leave. 

Paragraph (f) provides for home leave for employees of the Foreign 
Service at the rate of 1 week for each 4 months of service abroad. 
This allowance may be accumulated for future use, but it is not to 
be the basis for terminal leave or lump-sum payment. The committee 
intends that a leave of absence under this provision be granted only 
during one or between two consecutive assignments abroad. It is 
intended further that any violation of this conce pt on the part of any 
employee in the Foreign Service should result in requiring a refund 
of the full amount of salary received by such employee for the entire 
period of such leave improperly used. The committee expects the 
Department of State to adopt appropriate procedures to see that this 
intent is properly carried out. 

Paragraph (h) provides that leave which will accrue to an employee 
during any year may be granted at any time duritg the year that 
the head of the de ~partment or agency may prescribe. 

Paragraph (h) provides that an employee may use at any time 
during the cale ndar year the full amount of leave that will accrue to 
him during the year. However, in the event he leaves the service 
before such leave has been actually earned, a refund will be required 
for the unliquidated amount. 

Paragraph (i) provides that no leave shall be credited to an em- 
ployee until he has been currently employed for a continuous period 
of 90 days under one or more appointments without a break in service. 
The effect of this provision is to prevent the granting of leave to 
temporary employees who serve for periods of less than 90 days. 
When an employee has completed 90 days of service he will be 
credited retroactively with leave for the entire period. 

Sick leave 

Section 4 provides that employees shall earn sick leave at the rate 
of 13 days per year, to be credited one-half day for each biweekly 
pay period. At present employees earn 15 days’ sick leave per year. 
A study of the matter divulges that the average use of sick leave per 
employee ranges from 7 to 9 days per year. The indication is that 
an annual allowance of 15 d: ays is perhaps too liberal. However, the 
limitation on the maximum accumulation is too strict. To correct 
this condition, the amount of the vearly credit has been reduced but 
paragraph (b) of section 4 permits an unlimited accumulation. 
Paragraph (c) permits in the future, the same as in the past, an ad- 
vance of not to exceed 30 days’ sick leave in cases of serious disability. 
General Provisions 

Section 5 contains a number of technical provisions necessary for 
proper administration of the act. No new provisions are introduced 
in this section. 

Regulations 

Section 6 authorizes the Civil Service Commission to prescribe 
necessary rules and regulations for the administration of this act. 
The committee feels that the rules and regulations of the Commis- 
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sion should permit the provisions of the act to be administered in an 
efficient manner with a minimum of bookkeeping requirements. At 
the same time every reasonable precaution should be taken to reduce 
to a minimum the possibility of abuse of leave provided in this act. 
The committee is particularly concerned that the granting of sick 
leave be brought under close scrutiny. 


Repeals 


Section 7 repeals such acts or parts of acts as are inconsistent with 
this act. 

Saving Provision 

Section 8 provides a basis for converting calendar days of leave to 
the credit of certain employees to a workday basis. Additionally, it 
provides that leave to the credit of employees in excess of the amounts 
permitted by this act shall remain to their credit, and the maximum 
accumulation permitted to such employees shall be reduced only as 
such excess leave is liquidated in the future. 

Effective Date, 

Section 9 provides that this act shall take effect on January 6, 
1952. The reason for this date is that it is the beginning date of the 
first biweekly pay period starting in the calendar year 1952. 

Following is the staff report to the committee dated April 17, 1951. 


Unrrep States SENATE, 
CoMMITTEE ON Post OFFICE AND CIVIL SERVICE, 
April 17, 1961. 
The Honorable Orin D. JoHNstTon, 
Chairman, Committee on Post Office and Civil Service, 
United States Senate, Washington, D. C. 


Dear Senator Jonnston: In accordance with your directions the staff has 
analyzed the joint report concerning the accumulated annual leave and length of 
service of Federal employees submitted to the Committee by the Bureau of 
Budget and the Civil Service Commission. 

The report, based on this analysis, is submitted for the consideration of the 
committee. 

This report is divided into nine parts: 

Part I states the recommendations of the staff with regard to annual and sick 
leave and unemployment insurance. 

Part II presents a brief analysis and conclusion of the different Federal leave 
systems. 

Part III presents the justification for a graduated system of annual leave. 

Part IV in brief compass describes a method for reduction in backlog of accu- 
mulated leave. 

Part V is a brief conclusion regarding future accumulation of annual leave. 

Part VI presents an analysis of sick-leave benefits, rate of usage, and conclusion 
with specific recommendations. 

Part VII describes method of bookkeeping that would save the Government 
much of the administrative costs with regard to records of accrued sick and annual 
leave. 

Part VIII states the reason and need for unemployment insurance, provided 
certain leave cuts are adopted. 

Part IX presents two schedules of graduated leave systems that should be 
considered. 

Each schedule is divided into three parts: Length of service reported; basis for 
graduated system; and analysis of graduated system. The adoption of either 
schedule would save the Government over $200,000,000 annually. 

For the preparation of this report special acknowledgment is due Mr. Don Kerlin 
of the Bureau of the Budget. 

Sincerely yours, 
H. W. Braw ey, 
Staff Director. 
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Sick AND ANNUAL LEAVE IN THE EXEcUTIVE BRANCH OF THE FEDERAL 
GOVERNMENT 


PART I. RECOMMENDATIONS 


1. Review the several annual- and sick-leave laws with a view to legislation 
establishing a uniform system throughout the Federal service to the greatest 
extent practicable. 

2. Consider adoption of a graduated system of annual leave based on length of 
service that will provide employees with adequate time for liberal vacations yearly 
and for incidental use yet, at the same time, conserve manpower and produce 
economies. 

3. Consider means of forcing an orderly reduction in the large amount of 
accumulated annual leave to the credit of individual employees. 

4. Consider means of preventing unduly large accumulations of annual leave 
by individual employees in the future. 

5. Consider the sick-leave situation with a view to legislation that will reduce 
what appears to be a too liberal yearly allowance; remove the limitation on the 
amount of sick leave that may be accumulated in order to provide greater coverage 
to long-time employees during periods of serious and prolonged illness; and pro- 
vide reasonable safeguards to minimize the possibility of abuse of the sick-leave 
privilege. 

6. Consider legislative changes in both the annual- and sick-leave laws that 
will greatly reduce the cost of maintaining individual leave accounts. 

7. Consider legislation to cover Federal employees with unemployment insur- 
ance, both as a matter of equity and to replace the widespread practice of building 
up large accumulations of annual leave as insurance against unemployment. 


PART II. DIFFERENT FEDERAL LEAVE SYSTEMS 


A. Among the several leave systems in effect in the Federal service are the 
following: 

1. Federal employees generally: Approximately 75 percent of all Federal 
employees are subject to the Uniform Annual and Sick Leave Acts of 1936, as 
amended. These acts provide leave as follows: 


Annual leave 


(a) Permanent employees: Permanent full-time employees earn annual leave 
at the rate of 26 days per calendar year. Permanent part-time employees, for 
whom there has been established a regular tour of duty covering not less than 
5 days in any week, earn annual leave on a pro rata basis. 

(b) Temporary employees: Temporary full-time employees earn annual leave 
at the rate of 30 days per calendar year. Temporary part-time employees for 
whom there has been established a regular tour of duty covering not less than 
5 days in any week earn annual leave on a pro rata basis during each full contin- 
uous month of service. 

(c) Intermittent employees: Permanent or temporary employees whose services 
are required either full or part time or on intermittent basis do not earn annual 
leave provided the agency takes the precaution to notify the employee in writing 
to that effect at the time of his appointment. 

(d) Accumulations: Employees in the United States now may accumulate 
annual leave in an amount not to exceed 60 days. During World War II (Septem- 
ber 8, 1939, to July 25, 1947) employees were permitted to accumulate up to 90 
days. Many employees still have such accumulations to their credit. 

Employees outside the continental United States are permitted to accumulate 
annual leave in accordance with agency regulations in effect prior to January 1, 
1936. These regulations permit accumulations of annual leave in varying amounts, 
ranging from 90 to 120 days. 

Sick leave may be accumulated by employees both in and outside the continental 
United States in an amount not in excess of 90 days at the end of any calendar 
month. 

2. Postal field service: Over 360,000 employees in the postal field service are 
subject to Public Law 134, which grants 15 days annual leave per year and 10 
days sick leave per year. By administrative action such employees are not per- 
mitted to carry over more than 5 days annual leave from one fiscal year to the 
next. However, there is no restriction on the amount of sick leave they may 
accumulate. Departmental employees, postmasters, assistant postmasters, and 
certain other employees in the post offices throughout the country are subject to 

S. Rept. 546, 82-1 
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the Uniform Annual and Sick Leave Acts of 1936, as amended, and, therefore, 
earn and accumulate annual and sick leave in the same manner as other Federal 
emplovees. 

3. Foreign Service— Department of State: Over 8,000 employees in the Foreign 
Service, Department of State, are subject to the Foreign Service Act of 1946, 
Public Law 724, in the matter of annual and sick leave. This act gives such 
employees 60 calendar days annual leave and 15 calendar days sick leave per year. 
The act permits an accumulation of annual leave in amount not to exceed 180 
days and an accumulation of sick leave not to exceed 120 days. 

4. Doctors, dentists, and nurses—Veterans’ Administration: Several thousand 
medical employees in the Veterans’ Administration are subject to Public Law 293, 
Seventy-ninth Congress, in the matter of sick and annual leave. This law grants 
annual leave at the rate of 30 calendar days per year and sick leave at the rate 
of 15 calendar days per year. The maximum accumulation of annual leave is not 
to exceed 120 days. The maximum accumulation of sick leave is not to exceed 
90 days. 

5. Commissioned officers of the Public Health Service: Approximately 2,300 
commissioned officers of the Public Health Service are subject to a leave system 
under which they accrue annual leave at the rate of 30 calendar days per year and 
sick leave to the extent the Surgeon General considers justified by the cireum- 
stances involved. The accumulation of annual leave is limited to 60 days, but 
sick leave is granted on the basis of justification, without limitation. 

6. Employees of the Government Printing Office: Some 7,000 employees of 
the Government Printing Office are subject to annual and sick leave laws which 
grant 30 and 15 days, respectively, each year. However, by administrative 
action, such employees have been brought under Uniform Annual and Sick 
Leave Acts for 1936, as amended. 

7. Miscellaneous groups: Employees of the Panama Railroad Company, 
Panama Canal, Maritime Commission, certain field employees of the Department 
of Agriculture, commissioned officers of the Coast and Geodetic Survey, and 
employees of the United States Park Service are subject to a variation of leave 
laws. 

B. Conelusion: The conditions of employment, hours of work, and basis of 
pay of each of the above groups should be thoroughly analyzed with the view to 
standardization of annual and sick leave laws imsofar as may be practical and 
equitable. The various statutes and administrative directives governing the 
accumulation of annual leave for United States citizen employees in overseas 
areas should be standardized, as there is no justification for the wide variation 


in the amount of annual leave that can be accumulated by employees under like 
conditions. 


PART III. GRADUATED SYSTEM OF ANNUAL LEAVE 


A. A system of granting annual leave at a graduated rate based on the length 
of service of the individual employee has a great deal of merit. Such a practice 
prevails rather generally in private industry. However, it must be recognized 
that Federal employees, unlike employees in private industry, are required to 
charge every absence from official duty to some type of leave; in the main, either 
to their annual- or sick-leave account. In private industry, incidental leave for 
such purposes as paying taxes, attending funerals, car inspection, participation 
in civie enterprises, and the transaction of personal business is granted without 
charge to an employee’s vacation time. herefore, any system adopted for 
Federal use must not only provide for adequate vacations, but must allow a few 
additional days each year for incidental use. 

B. Conclusions: The present allowance of annual leave which generally is at 
the rate of 26 days a year to permanent employees and 30 days a year to tempo- 
rary employees is, in some respects, too liberal to many employees and too costly 
to the Government. It is difficult to justify a system under which a new em- 
ployee earns the same amount of annual leave during the first year of his employ- 
ment as does an old employee during his twenty-fifth or thirtieth year of service. 

It is even more difficult to justify a system under which a temporary employee 
earns leave at a greater rate than a permanent employee. These seeming in- 
equities can be corrected on the one hand and substantial savings accomplished 
on the other by adopting a system under which the amount of annual leave earned 
by an employee is based solely on his total length of service.' The type of ap- 





1 In computing an employee’s total length of service, military service and all Federal employment cred- 
itable for retirement purposes should count. In other words, the same formula should be used for leave 
purposes as applies in the case of retirement. 
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pointment under which an employee is serving at any given time should not 
affect the amount of annual leave he earns; i. e., a temporary employee should 
not earn leave at a greater rate than a permanent employee, and a permanent 
employee with many years of service should not earn leave at a reduced rate in 
the event he accepts a temporary appointment. 

The graduated system outlined on the chart attached hereto gives 13 days’ 
annual leave a year to employees during the first few vears of their service, 19% 
days a year during the middle years of their service, and 26 days a vear during 
the remaining years of their career. This is sufficient to permit a full 2 weeks’ 
annual vacation plus 3 days for incidental purposes to employees in the first 
category; a full 3 weeks’ annual vacation plus 4% days for incidental purposes 
to employees in the middle category; and a full 4 weeks’ annual vacation plus 
6 days for incidental purposes to employees in the latter category. 


PART IV. REDUCTION IN BACKLOG OF ACCUMULATED LEAVE 


A. Generally, existing law permits an accumulation of not over 60 days annual 
leave. During World War II employees were permitted to accumulate not over 
90 days because they could not be spared from their work. In spite of this 
increase in the maximum amount of accumulation, many employees lost leave 
at the end of each year and many employees who have reached their maximum 
accumulation still lose leave each year. The accumulation of annual leave is a 
two-sided question. On the one hand, many employees by design accumulate 
leave because of its insurance value during times of prolonged illness, or unem- 
ployment and its cash value upon voluntary separation from the service. On the 
other hand, many employees would like to use leave for vacation purposes, but 
are prevented from doing so because of work requirements. In either case, the 
Government pays an extremely high premium on account of accumulated leave, 
for these reasons: 

1. Leave is often accumulated by an employee while he is in a low grade and is 
paid for at a time when he has risen to a higher grade. 

2. When general pay raises (of which there have been several during recent 
years) go into effect, it increases the value of accumulated leave, and must be 
liquidated at the increased value. 

B. Conclusion: Employees should be required to liquidate excessive current 
accumulations of annual leave to their credit over a 5-year period at the rate of 
not less than 20 percent each year. To accomplish this, an employee should be 
required to use such leave, but if it is administratively determined that it would 
be detrimental to the Government service for him to be spared, then he should 
be paid for his leave in cash. So long as the rate of reduction is in keeping with 
20 percent per year, in the event the employee leaves the service before the full 
5-year period, he should be compensated for the unliquidated amount of leave 
still to his credit. 


PART V, FUTURE ACCUMULATION OF ANNUAL LEAVE 


A, Assuming that some type of unemployment insurance will be adopted and 
that the limitation on the amount of sick leave that may be accumulated will be 
removed, some positive means of controlling future accumulations of annual 
leave should be adopted. 

B. Conclusion: The accumulations of large amounts of annual leave should 
not be permitted in the future. The law should be specific that annual leave is 
for the purpose of providing employees with time for adequate vacations and the 
transaction of personal affairs. Furthermore, the law should be equally specific 
that in the event an agency denies an employee the use of leave for these purposes, 
it should be required to pay the employee for the leave at the end of the fiscal 
year. There should be sufficient elasticity in the requirements of law to permit 
an employee to carry over from one year to another an amount of leave not ex- 
ceeding that which he has earned during the past year in order that he may 
either take a prolonged vacation or otherwise juggle his vacation schedule. This 
privilege should not, however, obligate the Government to compensate him for 
such carry-over leave in the event he does not use it in this manner. 


PART VI. SICK LEAVE 


A. Benefits: In general, employees earn sick leave at the rate of 1% days a 
month for a total of 15 days per calendar year. Employees may accumulate 
sick leave in an amount not to exceed 90 days at the end of any calendar month. 
In addition an advance of sick leave of not to exceed 30 days may be made to an 
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employee. In most instances advanced sick leave is amortized out of future 
earnings; however, if because of death, continued illness, or involuntary separa- 
tion from duty, the advance is not fully liquidated out of future earnings the 
unliquidated balance is canceled. 

B. Rate of usage: The average amount of sick leave used by Federal employees 
ranges from 7 to 9 days per year. Many employees use little or no sick leave vear 
after year. The great majority use only a normal amount. A relatively few, 
however, use sick leave as rapidly as it accrues to their credit. There is some 
indication that a very limited number of employees enjoy good health until they 
approach or reach the maximum 90-day limit on accumulation, after which time 
they are ill often enough to prevent the loss of any sick leave. It is to the credit 
of the Federal service as a whole, however, that for each employee who plans his 
illnesses so as not to lose sick leave, there are a hundred who guard their health 
so as not to lose time from their work. 

C. Conclusion: In the light of the average rate of usage, 15 days sick leave a 
year is too liberal. To allow an amount above that actually required by the 
majority takes the form of a bonus to the very small minority who abuse the use 
of sick leave. By and large, these few are the very ones least deserving of any 
reward. Accordingly, consideration should be given to reducing the amount of 
sick leave to not more than 13 days a year. (One-half day per biweekly pay 
period.) 

At the same time the 90-day limitation on the amount of sick leave that can be 
accumulated should be removed. When an employee approaches or has reached 
the 90-day accumulation, the 15 days sick leave theoretically earned by him each 
year has little or no value. Human nature being what it is, things of little value 
are treated lightly, and accordingly, the indiscriminate use of sick leave may 
follow. If on the other hand, there were no limit on the amount of sick leave 
that an employee could accumulate, there would be more of an inclination to 
preserve it more carefully as insurance against prolonged illness in the years to 
come. In the final analysis, if an employee preserves his sick leave for the entire 
duration of his Federal service, it represents a saving of that much time to the 
Government and the potential liability is wiped out when the employee leaves 
the service. The law should impose a greater obligation on supervision to see 
that sick leave is used properly. At the same time, supervision should have the 
right to penalize employees for the abuse of sick leave. Supervision should have 
the authority to suspend employees for limited periods for flagrant abuse of 
sick leave. 

PART VII. ADMINISTRATIVE COSTS 


A. Bookkeeping aspects: Both the annual- and sick-leave laws impose a need- 
lessly complex and costly bookkeeping burden on the agencies. 

1. Annual leave: The annual-leave law provides that employees shall earn and 
be credited with annual leave on a calendar-year basis. The Federal-wide payroll 
procedure is based on 26 biweekly pay periods a year with a twenty-seventh 
pay period each sixth or seventh year. Accordingly, the 26 biweekly pay periods 
never correspond precisely with any given calendar year. Therefore, in order to 
maintain leave accounts in accordance with the law and also so they will be 
suitable for payroll purposes, it is necessary to make an adjustment in each 
individual account at the beginning and again at the end of each calendar year. 
Such adjustments cover | to less than 10 days’ work (10 days constitute a biweekly 
pay period), and in terms of leave may amount to a charge or credit of only an 
hour or so. The total cost of making such adjustments for all employees on the 
rolls is well in excess of the total value of the leave for the relatively few employees 
who enter or leave the service during the period involved. 

The annual-leave law provides, further, that employees shall not have an 
accumulation in excess of a specified number of days at the end of any calendar 
year. To comply with this requirement of law, individual leave accounts are 
brought into balance at the end of each calendar year, instead of at the end of the 
fiscal year as are the other fiscal accounts of the agency. This conflict in the 
keeping of accounts is not only costly from an administrative standpoint, but it 
is one reason why the problem of funds for the payment of terminal leave arises 
with such frequency. 

2. Sick leave: The sick-leave law provides that employees shall earn and be 
credited with sick leave on a calendar-month basis. he law provides, further, 
that employees shall not have an accumulation in excess of a specified number of 
days at the end of any calendar month. To comply with this requirement of 
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law, it is necessary to post and balance the sick-leave portion of each employee 
account on a calendar-month basis. Accordingly, the handling of sick leave does 
not coincide with the handling of annual leave, and neither coincides with the 
handling of the other accounts of an agency. 

Conclusion: Credits of both annual and sick leave should be in terms of allow- 
ances per biweekly pay period. Maximum accumulations, if any, should be 
applied either on a biweekly pay-period basis or at the close of the fiscal year. 

B. Leave credits: Under existing law when an employee enters on duty or leaves 
the service, fractional parts of a month in the case of sick leave and fractional 
parts of incomplete biweekly ‘pay periods in the case of annual leave are con- 
sidered for the purpose of crediting earned leave or deducting unearned leave. 
This is a rather complicated procedure and more than a little costly. 

C. Conclusion; Periods of less than a complete biweekly pay period should be 
disregarded for purposes of computing earned leave. The loss to an individual 
by not counting odd days in computing leave at the time of his entrance on duty 
and again at the time of his leaving the service is only a matter of hours and of little 
consequence. The saving in overhead on a Federal-wide basis is worth capturing. 


PART VIII. UNEMPLOYMENT INSURANCE 


A. Federal employees generally are not now covered by unemployment insur- 
ance. For this reason, there has been a tendency on the part of many employees 
to accumulate annual leave as a form of insurance against abrupt separation or 
long periods of illness. If the limitation on the amount of sick leave that can be 
accumulated is removed, and Federal employees are accorded the benefits of some 
type of unemployment insurance, the two principal reasons for accumulation of 
annual leave will have been removed. 

B. Conclusion: Consideration should be given to covering Federal employees 
under unemployment insurance. 
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16 ANNUAL AND SICK LEAVE ACT OF 1951 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, existing law in which no change is pro- 
posed is shown in roman): 

The Act to provide for vacations to Government employees, and for 
other purposes, approved March 14, 1936: 


[Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That with the exception of teachers and librarians 
of the publie schools of the District of Columbia and officers and employees of the 
Panama Canal and Panama Railroad on the Isthmus of Panama, and except as 
provided in section 4 hereof, all civilian officers and employees of the United States 
wherever stationed and of the government of the District of Columbia, regardless 
of their tenure, in addition to any accrued leave, shall be entitled to twenty-six 
days’ annual leave with pay each calendar year, e xelusive of Sundays and holidays: 
Provided, That the part unused in any year shall be accumulated for succeeding 
years until it totals not exceeding sixty days: Provided further, That during the 
national emergency declared by the President of the United States on September 
8, 1939, the leave unused by the employees of the departments, independent 
establishments, and agencies, not in other form commuted or compensated, shall 
be accumulated for sueceeding years until it totals not exceeding ninety days: 

And provided further, That when the unused leave accumulated equals or exceeds 
sixty days in the aggregate, not more than fifteen days of unused leave may be 
further accumulated in any one calendar year. This Act shall not affect any sick 
leave to which employees are now or may hereafter be entitled. Temporary 
employees, except temporary employees engaged on construction work at hourly 
rates, shall be entitled to two and one-half days leave for each month of service. 
The annual leave herein authorized shall be granted at Such times as the heads 
of the various departments and independent establishments may prescribe. This 
Act becomes effective January 1, 1936. 

[Sec. 2. Each head of a department or independent establishment shall issue 
general public regulations, not inconsistent with law, setting forth the hours of 
duty per day and per week for each group of employees. Before issuing such 
regulations, which shall be issued within three months from the date of approval 
of this Act, the heads of departments and independenteestablishments shall meet 
and consult among themselves and make such regulations as nearly uniform as 
possible so that all employees, temporary or permanent, in all departments and 
independent establishments shall receive like treatment as nearly as may be 
practicable: Provided, That heads of departments and independent establish- 
ments may appoint a subcommittee to draft such regulations. 

[Sec. 3. Each head of a department or independent establishment shall keep 
a record of all work performed, in excess of the work required by departmental 
regulations issued in conformance with section 2 hereof, for the period com- 
mencing July 1, 1936, and ending December 31, 1936, and shall report same to the 
Civil Service Commission at the end of each month. The Civil Service Commis- 
sion shall make a report of such record to the Congress on or before January 
31, 1937. 

[Sec. 4. Nothing in this Act shall affect the Postmaster General and officers 
and employees in or under the Post Office Department: Provided, That officers 
and employees in the departmental service and in the Mail Equipment Shops 
of the Post Office Department shall be included within the provisions of this Act. 

[Sec. 5. Nothing in this Act shall be construed to prevent the continuance of 
any existing leave differential now obtaining for the benefit of employees of the 
Federal Government stationed outside the continental limits of the United States. 

[Sec. 6. The employees of any corporation created under authority of an 
Act of Congress which is either w holly controlled or wholly owned by the United 
States Government, whether or not the employees thereof are paid from funds 
as gra by Congress, shall be included within the provisions of this Act. 

(Sec. The leave of absence herein provided for shall be administered under 
such biaastone as the President may prescribe, so as to obtain, so far as prac- 
ticable, uniformity in the application of this Act.] 
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The act to standardize sick leave and extend it to all civilian 
employees, approved March 14, 1936: 


[Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That after January 1, 1936, except as pro- 
vided in section 4 hereof, all civilian officers and employees of the United States 
wherever stationed and of the government of the District of Columbia, other 
than teachers and librarians of the publie schools of the District of Columbia 
and officers and members but not the civilian personnel of the police and fire 
departments of the District of Columbia and other than officers and employees 
of the Panama Canal and Panama Railroad on the Isthmus of Panama, shall be 
entitled to sick leave with pay regardless of their tenure, as described herein. 

(Sec. 2. On and after January 1, 1936, cumulative sick leave with pay, at 
the rate of one and one-quarter days per month, shall be granted to all civilian 
officers and employees, the total accumulation not to exceed ninety days. Tem- 
porary employees, except temporary employees engaged on construction work 
at hourly rates, shall be entitled to one and one-quarter days sick leave for each 
month of service: Provided, That all such employees shall furnish certificates 
satisfactory to the head of the appropriate department or independent estab- 
lishment. 

[Sec. 3. Administrative officers may advance thirty days sick leave with pay 
beyond accrued sick leavé in cases of serious disability or ailments and when 
required by the exigencies of the situation. 

Esc. 4. Nothing in this Act shall affect the Postmaster General and officers 
and employees in or under the Post Office Department except those serving in 
the departmental service and in the Mail Equipment Shops of such Department. 

[Sec. 5. Nothing in this Act shall be construed to prevent the continuance 
of any existing leave differential now obtaining for the benefit of employees of the 
Federal Government stationed outside the continental limits of the United States. 

[Sec. 6. The employees of any corporation created under authority of an Act 
of Congress which is either wholly controlled or wholly owned by the United 
States Government, whether or not the employees thereof are paid from funds 
appropriated by Congress, shall be included within the provisions of this Act. 

{Src. 7. The leave of absence herein provided for shall be administered under 
such regulations as the President may prescribe, so as to obtain, so far as practi- 
cable, uniformity in the application of this Act.] 


Section 6 of the act to reclassify the salaries of postmasters, officers, 
and employees of the postal service; to establish uniform procedure for 
computing compensation; and for other purposes, approved July 6, 
1945, as amended: 

[ANNUAL LEAVE 


. 

(Sec. 6. Postmasters and employees shall be granted fifteen days’ leave of 
absence with pay, exclusive of Saturdays, Sundays, and holidays, each fiscal 
year and sick leave with pay at the rate of ten days a year, exclusive of Saturdays, 
Sundays, and holidays, to be cumulative. Sick leave shall be granted only upon 
satisfactory evidence of illness in accordance with regulations to be prescribed 
by the Postmaster General: Provided, That the fifteen days’ leave shall be credited 
at the rate of one and one-quarter days for each month of actual service: Pro- 
vided further, That classified substitute employees, under such regulations as the 
Postmaster General may prescribe, shall be granted the same rights and benefits 
with respect to annual and sick leave that accrue to regular employees in propor- 
tion to the time employed in a pay status and one hundred and sixty-eight hours 
and forty minutes of such employment shall entitle the employee to one and one- 
quarter days’ annual leave and six hours and forty minutes’ sick leave: And 
provided further, That in no event shall a classified substitute employee be credited 
during a twelve-month period with more than fifteen days’ annual and ten days’ 
sick leave. 

(The authorized absence of a rural carrier on Saturdays which occur within or 
at the keginning or end of a period of sick or annual leave of five or more days’ 
duration (or four days’ duration if a holiday falls within or at the beginning or end 
of the period of sick or annual leave) shall be without charge to such leave or loss 
of compensation: Provided, That Saturdays occurring in a period of annual or sick 
leave taken in a smaller number of days may at the option of the carrier be charged 
to his accrued leave and when so charged he shall be paid for such absence.] 
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Paragraph under the heading ‘‘Public printing and binding”’ in the 
act entitled ‘‘An act making appropriations for sundry civil expenses 
of the Government for the fiscal year ending June thirtieth, eighteen 
hundred and ninety-seven, and for other purposes,’ approved June 
11, 1896, relating to leaves of absence of employees of the Government 
Printing Office: 


[The employees of the Government Printing Office, whether employed by the 
piece or otherwise, shall be allowed leaves of absence with pay to the extent of 
not exceeding thirty days in any one fiscal year under such regulations and at 
such times as the Public Printer may designate at the rate of pay received by 
them during the time in which said leave was earned; but such leaves of absence 
shall not be allowed to accumulate from year to year. Such employees as are 
engaged on piecework shall receive the same rate of pay for the said thirty days’ 
leave as will be paid to day hands: Provided, That those regularly employed on the 
Congressional Record shall receive leave, with pay, at the close of each session, 
pro rata for the time of such employment: And provided further, That it shall be 
lawful to allow pay for pro rata leave to those serving fractional parts of a year; 
also to allow pay for pro rata leave of absence to employees of the Government 
Printing Office in any fiscal year, notwithstanding the fact that thirty days’ leave 
of absence, with pay, may have been granted to such employees in that fiscal 
vear on account of service rendered in a previous fiscal year. And the Public 
Printer is hereby authorized to pay to the legal representatives of any employees 
who have died during the fiseal vears of eighteen hundred and ninety-four, 
eighteen hundred and ninety-five, eighteen hundred and ninety-six, or may here- 
after die, who have or hereafter may have any accrued leave of absence due them 
as such employee., and said claims to be paid out of unexpended balances of 
appropriations for the payment of leaves of absence to the employees of the 
Goverament Printing Office, for the fiscal years eighteen hundred and ninety- 
four, eighteen hundred and ninety-five, eighteen hundred and ninety-six, and 
out of any future appropriations for leaves of absence. ] 


The third proviso in the act of August 29, 1916 (34 U.S. C. 513): 


[Provided further, That hereafter any civilian employee of the Navy Department 
who is a citizen of the United States and employed at any station outside the 
continental limits of the United States may, in the discretion of the Secretary of 
the Navy, after at least two years’ continuous, faithful, and satisfactory service 
abroad, and subject to the interests of the public service, be granted accrued leave 
of absence, with pay, for each. year of service, and if an emplovee should elect 
to postpone the taking of any or all of the leave to which he may be entitled in 
pursuance hereof such leave may be allowed to accumulate for a period of not ex- 
ceeding four years, the rate of pay for accrued leave to be the rate obtaining’ at 
the time the leave is granted.] 


Sections 931 and 932 of the Foreign Service Act of 1946: 
[ANNUAL LEAVE 


[Sec. 931. (a) The Secretary may, in his discretion and in accordance with 
such regulations as he may prescribe, grant an.officer or employee of the Service 
who is a citizen of the United States not to exceed sixty calendar days’ annual 
leave of absence with pay. 

[(b) Where an officer or employee on leave returns to the continental United 
States, the leave of absence granted pursuant to the provisions of paragraph (a) 
of this section shall be exclusive of the time actually and necessarily occupied in 
going to and from the continental United States, and such time as may be neces- 
sarily occupied in awaiting sailing or flight. 

[(c) Any part of the sixty days’ annual leave which an officer or employee may 
receive and which is not used in any one year shall be accumulated for succeeding 
years until it totals one hundred and eighty days. 

{(d) The Secretary may in his discretion and subject to such regulations as he 
may prescribe, grant to an employee of the Service who is not a citizen of the 
United States thirty calendar sdays’ annual leave with pay each calendar year. 
Any part, of the thirty days’ leave not used in any year shall be accumulated for 
succeeding years until it totals not exceeding sixty days. 
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[sick LEAVE 

[Sec. 932. The Secretary may in his discretion and subject to such regulations 
as he may prescribe, grant an officer or employee of the Service sick leave with pay 
at the rate of fifteen calendar days each calendar year. Any part of the fifteen 
days’ sick leave not used or availed of in anv vear shal! be accumulated for suc- 
ceeding years until it totals one hundred and twenty days. J] 

Fifth paragraph of section 3 (c) of the act entitled “An act to con- 
solidate the Police Court of the District of Columbia and the Municipal 
Court of the District of Columbia, to be known as ‘The Municipal 
Court for the District of Columbia,’ to create ‘The Municipal Court 
of Appeals for the District of Columbia,’ and for other purposes,” 
approved April 1, 1942. 

(Each judge shall be entitled to vacation, which shall not exceed thirty-six 
court days in any one calendar vear, and which shall be taken at such times as 
may be determined by the chief judge. ] 

Section 2 of the act entitled “An act to provide for the promotion 
of substitute employees in the postal service, and for other purposes,”’ 
approved April 15, 1947 (61 Stat. 40): 

Sec. 2. Each substitute employee in the postal service shall, for promotional 
[and leave] purposes, receive credit for one-twelfth of a year for each whole 
calendar month that the substitute employee has been on the rolls as a substitute 
since his last promotion as a substitute or appointment as a substitute, whichever 
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REPORT 
[To accompany 8. 1376] 


The Committee on Banking and Currency, to whom was referred the 
bill (S. 1376) providing for the dissolution of the Reconstruction 
Finance Corporation and the transfer of certain functions related 
national defense heretofore vested in the Reconstruction Finance 
Corporation, having considered the same, report thereon without 
recommendation. 

GENERAL STATEMENT 


5. 1376,. introduced on April 24, 1951, by Mr. Byrd, for himself, 
Mr. Robertson, Mr. Bricker, Mr. Ferguson, Mr. Kem, and Mr. 
Williams, is a carefully considered composite of several individual 
bills looking saaaed the liquidation of the Reconstruction Finance 
Corporation. The committee decided to report this bill without 
recommendation in order that the Senate might be afforded an 
opportunity to act upon it. This report reviews the arguments for 
and against the bill. 


ARGUMENTS IN FAVOR OF THE BILL 


S. 1376 contains provisions adequate to assure that any worth- 
while function now being carried on by that Corporation will continue 
to be performed by some appropriate agency of the Federal Govern- 
ment. It is almost axiomatic that emergency agencies of the Federal 
Government rarely die natural deaths and, unlike old soldiers, they 
never fade away. Chameleon-like, they adapt their operations to 
changing conditions and find seme new reason for their continued 
existence. Whether such continued existence is in the public interest 
is a matter which demands the close attention of Congress. To 
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Mark Twain is attributed the remark that everybody complains about 
the weather but nobody does anything about it. The recent dis- 
closures of the Fulbright Subcommittee on the Reconstruction 
Finance Corporation re sulted in a widespread complaint against the 
Corporation and S. 1376 is a bill designed to do something about the 
situation. ‘Those members of the committee who favor its adoption 
do so for the following reasons: 

In deciding the opposing claims of litigants, the judicial system 
properly relies heavily upon the testimony of unbiased, impartial 
witnesses who are experts in the field concerning which they testify. 
In case of the Reconstruction Finance Corporation, who could better 
qualify as such witnesses than those who in the past have had prime 
responsibility for administering the affairs of the Corporation? Let 
us look at the testimony of such people with respect to S. 1376. 

The Honorable Eugene Meyer was the first Chairman of the Cor- 
poration. In testimony given to your committee in August 1949 in 
connection with S. 2344 of the Eighty-first Congress, he recalled that 
he was the first witness to appear on the original bill to create the 
Corporation, and had some responsibility for writing the act. On 
December 18, 1931, in appearing before the House Committee on 
Banking and Currency, Mr. Meyer stated— 
that it is a sound principle of government in exceptional conditions involving 
the national interest to depart from the ordinary rules of governmental activity 
and provide exceptional and temporary institutions and measures for dealing 
with temporary and unusual conditions, 

In his presentation to your committee on the same date, Mr. Meyer 
stressed that the exceptional measures adopted should be temporary 
and that they should be administered in a competent, conscientious, 
and courageous manner. He emphasized that the temporary emer- 
gency organization should be liquidated as soon as the crisis conditions 
which prevailed at the time had passed. He originally recommended 
a corporation with authority to make loans during 2 years for a 3-year 
term with power to extend the repayment period for an additional 2 
years. Again in 1949, Mr. Meyer cautioned against passing from a 
temporary and exceptional grant of powers for the Reconstruction 
Finance Corporation to a permanent institution, prophetically em- 
phasizing that ‘“‘as an institution tends to become permanent it easily 
lends itself to abuses.”” As recently as June 17, 1951, Mr. Meyer 
informed the graduating class of Stanford University that the Recon- 
struction Finance Corporation “is now nothing like the institution 
that it was intended to be and was, in fact, at the beginning.” He 
added that he believed “no institution which provides a pipeline from 
the Treasury to the voter can, in the long run, be administered in a 
way that will avoid the corrupting influence of political pressures.” 

Next we should check the views of the Honorable Jesse Jones, for 
a long time Chairman of the Reconstruction Finance Corporation and 
later in charge of its age as Federal Loan Administrator. In 
a letter dated April 27, 1951, addressed to the able chairman of your 
committee, which saad ars in the record of the hearings on this bill, 
Mr. Jones wrote that he was “strongly of the opinion that the Cor- 
poration should be put in liquidation.”” He emphasized— 
that there is no lack of necessary, justifiable private credit for either small or 


large business; and any business that cannot succeed without Government loans 
in such good times as we have been havi ing the last few years should be liquidated 


' 
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and those engaged in its operation get employment with a business that is able 
to operate without Government help. 

He reminded us that ‘Government lending to individual businesses 
has already brought discredit to our National Government.”’ 

Among others favoring liquidation of the Corporation we find the 
Honorable Emil Schram, one of Mr. Jones’ successors as Chairman of 
the Board of Directors of the Corporation. 

The Honorable James F. Byrnes, Governor of South Carolina and 
formerly closely connected with the RFC in his Federal official ca- 
pacity, put it plainly in a speech he made at Raleigh, N. C., on March 
14, 1951. Outraged at what he called the “shocking disclosures” of 
the Fulbright subcommittee on the RFC he stated flatly: “There is 
no excuse for the existence of the organization—RFC.” Expressing 
the view to the late President Franklin D. Roosevelt in March 1945 
that private credit was available to those with character and collateral, 
Governor Byrnes said that President Roosevelt, realizing the danger 
of continuing the RFC, said it had served its purpose and should be 
liquidated when peace was restored. Governor Byrnes urged Con- 
gress to enact promptly legislation to liquidate the RFC 

Such is the uniform recommendation of men who know the RFC best 
from first-hand experience. 

The same view is held by the Honorable Herbert Hoover, who 
testified before your committee on April 30, 1951. He reminded the 
committee that he has had a twofold connection with the RFC. 
First, it was upon his recommendation while President of the United 
States that the Corporation was created. Second, the Commission on 
Organization of the Executive Branch of the Government (popularly 
known as the Hoover Commission), of which he was Chairman, 
investigated the RFC. At the outset of his testimony, the former 
President said: 

To go directly to the point, first, I believe that the RFC should be liquidated; 
and, second, I believe it should be liquidated by its new administrator; and, third, 
I believe some facilities for loans in the small-business field should be continued 
under another form of organization. 

As to the latter, President Hoover asserted that starvation of credit 
in the field of small business cannot be very great, because RFC 
statistics indicate that probably 90 percent of small businesses 
managed to finance themselves otherwise than through financial aid 
from the RFC. For such Government aid to small business as might 
prove to be needed, President Hoover favored legislation along the 
lines of that introduced by the junior Senator from Virginia as S. 
1746 in the present session of Congress. Identical in spirit with 
5S. 408 favorably reported by your committee in 1947 during the 
Eightieth Congress, S. 1746 embodies a loan guaranty program for 
small business limited to 90 percent of the amount of the loan made 
by a private financial institution and administered by the Federal 
Reserve System without use of funds of Federal taxpayers. As noted 
by the task force on RFC of the Hoover Commission, such a program 
‘would place an additional credit regulating device at the disposal of 
the system, which is responsible now for the over-all regulation of 
monetary and credit controls.’”’ The task force also pointed out that 
this arrangement would have the added advantage of precluding 
Federal Reserve bank (or Government) competition with private 
lending institutions while employing the existing channels of com- 
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mercial lending as the medium for application of the stimuli needed 
during periods of credit contraction. 

President Hoover disclosed that the members of the task force on 
RFC were strong in their recommendation that the RFC be liquidated. 
Pointing out that Mr. Paul Grady of Price, Waterhouse & Co., public 
accountants, who was a former Assistant Secretary of the Navy 
handling finance matters, was chairman of the task force, President 
Hoover noted that “Mr. Grady was supported by an advisory com- 
mittee of very able men’’ who made an exhaustive investigation of the 
need for the RFC. Composed of Mr. Grady and Mr. Theodore 
Herz as his assistant, the task force was advised by Mr. Paul Bestor, 
president, The Trust Co. of New Jersey; Mr. Donald D. Davis, 
president, Minnesota & Ontario Paper Co.; Mr. Walter J. Cummings, 
chairman of the board, Continental Illinois National Bank & Trust 
Co., Chicago, Ill.; Mr. Walter D. Fuller, president, the Curtis Pub- 
lishing Co.; Mr. George L. Harrison, president, New York Life 
Insurance Co.; Mr. Arnold B. Keller, senior consultant, Interna- 
tional Harvester Co.; and Mr. Walter B. Lichtenstein, financial and 
economic consultant, Chicago, Il. 

At that time the majority of the Hoover Commission, while not 
agreeing upon liquidation, did agree upon a condemnation of direct 
lending by the Government to persons or enterprises, except in na- 
tional emergencies and said that direct loans open up dangerous 
possibilities of waste and favoritism, inviting political and private 
pressure or even corruption. President Hoover remarked to your 
ne “T think you will agree that that statement made a — 

‘ars ago was rather prophetic.”” The Commission recommended : 
review by Congress of the powers of the RFC so as to produce econ- 
omy, efficiency, and integrity. That review has been made. At the 
current hearings, in reply to a direct question by the senior Senator 
from Illinois, Mr. Douglas, as to whether the RFC has so much in- 
fection in it that it could not even be trusted to make defense loans, 
President Hoover said: “I do not want to be too critical, but certainly, 
the exposures already made shake one’s confidence very materially.’ 
The former President expressed preference for a new organization to 
meet a new depression rather than retaining the RFC as a stand-by 
organization. He referred to the difficulty of maintaining skill and 
men of wisdom in a stand-by organization. When the RFC was 
created, he noted, there were Directors who could probably in private 
business have earned an aggregate of $1 million a year. He cautioned: 

When we get outside of an emergency we can no longer call on men of that 
quality to leave their occupations. We must employ men who are willing to 
work for modest salaries. Then we expect them to have all of the judgment and 
all of the experience of these men of first order. 

President Hoover stressed the fact that, while the RFC was created 
to meet a credit emergency, we are not now in a credit emergency, 
but have a surplus of credit. This surplus the Federal Government 
is undertaking to hold down through both voluntary and mandatory 
credit controls invoked under the authority of the Defense Production 
Act of 1950. It becomes difficult at times to dissuade private institu- 
tions from extending credit on sound loans while at the same time the 
Federal Government retains a lending agency like the RFC with 
legal authority to make the loans which the private institution has 
been urged to turn down in the interest of economic mobilization 
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and control of inflation. In support of his conclusions that the RFC 
should be terminated now, President Hoover identified his view as 
being that the ‘‘Federal Government should be a regulatory agency, 
not a socialistic institution.’”’ He also placed himself on the side of 
free enterprise. The important thing to note is that here is an elder 
statesman performing a statesmanlike task who presently concludes 
that the RFC is not needed and should be abolished. Remember 
that this was the gentleman upon whose recommendation the RFC 
was first brought into being. 

The able senior Senator from Virginia, Mr. Byrd, in his testimony 
before your committee on this bill not only concurred in the views of 
the gentlemen already mentioned in this report, but cited several 
further reasons why the R¥C should be abolished. In view of his 
recognized expertness in the fields of Government economy, particular 
note should be made of his statement that the operation of RFC adds 
to the inflationary tendencies of the already large public debt. The 
RFC obtains its funds initially from the Treasury. Although it 
presently pays the Treasury the going rate of interest for the funds it 
borrows, this does not remove the objection that the borrowings by 
the RFC add to the size of the public debt which must be hs undled by 
the Treasury. For in most if not in all cases, the Treasury must in 
turn borrow from others the money it lends to the RFC. By this 
amount, the public debt is increased ‘until RFC repays to the Treasury 
the money it borrows. It is a well known fact that if the Treasury 
borrows from banks through the issuance of Government securities, 
the base for bank credit is in turn expanded four to five times under 
current bank reserve requirements for member banks of the Federal 
Reserve System. The distinguished Senator further pointed out 
that the approximately 3,000 employees in the employ of the RFC are 
a large factor in the $20 million annual cost of the Corporation. He 
estimated that many of these would completely leave employment in 
the Federal Government if the RFC is abolished. As in a quiet spot 
along the shore of a rushing stream, there is too great a tendency for 
dead wood to accumulate and remain until it finally occupies the en- 
tire quiet area. With no real pragmatic test to determine the capa- 
bilities of those employed in an agency meant to be largely stand-by 
in nature, the ill-equippec demployee « can survive along with the capable 
employee. Indeed those truly capable are more apt to be attracted 
to more active and prominent fields in which the ill equipped cannot 
qualify. 

Urging abolition of the RFC, Senator Byrd testified in part as 
follows: 

When an agency of the Government has zreat sums to lend, and without fixed 
standards under which these loans can be made, it is nearly inevitable over a 
period of time that political favoritism, if not corruption, will creep into these 
transactions. The RFC has no standard by which loans are to be made, except 
the discretion of the officials. 

Later in his testimony he said: 

The history of the RFC shows it did do a good job when needed but, as might 
have been expected, its access to the financial resources of the United States has 
been too great a temptation for political camp followers in periods when it did 
not have a job to do. 

Senator Byrd stressed, moreover, that on the basis of statistics sub- 
mitted to the Congress by the RFC, a division of its outstanding 
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loans by amount shows that more than two-thirds of its total loans 
outstanding on January 31, 1951, are for amounts exceeding $100,000. 
He notes it as very important that the risk factor in current loans 
by the RFC is different from that characterizing its previous lending 
activities. In a period of ample credit scalable at private sources, 
applicants not able to obtain a loan from such sources may be expected 
to have a greater risk factor in the loans they desire than in times when 
credit from private sources is scarce. On the whole the good loans 
not made by private institutions in times of scarce credit help build 
up the earnings of the RFC when they become part of the RFC port- 
folio. When private credit becomes more readily available, these 
good loans can be made by private institutions, leaving a greater 
average of risky loans to enter the portfolio of the RFC. 

As a matter of fact, in the opinion of the special staff of the Subcom- 
mittee on Reconstruction Finance Corporation which assisted in the 
study of the Corporation, taking all costs into account, the lending 
operations of the RFC .would have resulted in a net loss of about 
$6,500,000 in the year ended June 30, 1949; and would have resulted 
in a net loss during the year ended June 30, 1950, but for a sizable 
item of nonrecurring income realized by the RFC from the sale of 
certain foreclosed properties in its portfolio. Consequently there is 
no assurance the RFC can continue to operate without loss to the 
Federal taxpayers, especially if the bulk of its lending takes the form 
of loans under $100,000. Therefore the claim that on an over-all 
basis the RFC to date has cost the taxpayer’ nothing cannot be taken 
as a guaranty that future operations of the RFC would likewise be 
conducted at no net cost to the taxpayer. 

Senator Byrd stressed the care with which the present bill was 
drafted. He noted: 

Every effort has been made to protect and preserve the defense-rela‘ed func- 

tions now performed by the RFC and continue them without interruption or 
delay. By the same token, every effort has been made to discontinue the old- 
line functions of RFC. That is what the bill is intended to do. 
He pointed out that many other existing Federal agencies currently 
overlap in part the lending field of the RFC, citing as an example 
the authority of Federal Reserve banks to make 5-year loans to 
business for working-capital purposes. Reference to the sectional 
analysis of the bill set forth in this report will demonstrate in detail 
what the Senator had in mind. Adequate time is given for shifting 
to more appropriate agencies those functions of the RFC still deemed 
necessary. All current obligations of the Corporation connected 
with old-line functions being discontinued by the bill would be fully 
honored and executed by the Secretary of the Treasury. He would 
be under a duty to make scheduled disbursements on loans which 
the Corporation has authorized. The same principle would apply in 
honoring participation agreements made with banks by the RFC. 

It may not be widely understood that the defense functions now 
being performed by the RFC are not directly granted to the RFC 
by statute, but have rather been delegated to it by Executive order. 
As explained by Senator Byrd: 

The President has the power now to transfer this activity to some other agency; 
but, to be doubly certain about it, the bill provides precaution against any delay, 
interruption, or interference for the Defense Production Act loans which have 
been assigned to the RFC. 
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Even under the existing Executive order granting the RFC power in 
connection with defense loans, there is a wasteful duplication of activ- 
ity. Under current procedures, the RFC first processes a defense-loan 
application to determine whether it can qualify as a norma! loan 
under the RFC Act. If it cannot so qualify, the RFC so notifies the 
appropriate executive agency interested in the defense loan, reporting 
on the applicant’s credit and recommending terms for the loan. On 
the executive agency rests the whole responsibility for deciding whether 
the loan should be made. If it directs the RFC to make the loan, the 
Corporation acts as a fiscal agent to disburse the funds and service 
the loan. But the loan is made on terms laid down by the executive 
agency after its personnel have in part dupli cated the work already 
done by the RFC. Abolishing the RFC would enable full respon- 
sibility for these loans and the functions in connection with their 
processing to be placed in the executive agency which now orders 
them to be made. The senior Senator from Virginia, Mr. Byrd, 
stated that the Secretary of the Treasury is well equipped to act as 
fiscal agent, if it is decided that one is needed for these defense loans. 

The RFC currently is used as a convenient source of funds with 
which to start a new program authorized by the Congress without 
aWaiting appropriations from the duly constituted Appropriations 
Committees of the Congress. This practice winks at the orderly 
procedure set up in rule XXV of the Standing Rules of the Senate 
and the corresponding rule of the House of Representatives that all 
proposed legislation relating to appropriation of the revenue for the 
support of the Government shall be referred to the Committee on 
Appropriations in the respective Houses of the Congress. The Con- 
stitution of the United States itself provides in article I, section 9, 
that no money shall be drawn from the Treasury but in consequence 
of appropriations made by law. It is believed that a more thoughtful 
approach to expenditure of funds by the Federal Government and its 
agencies would be obtained if proposed expenditures are subjected 
to the sc rutiny of the Appropriations Committees which have expert 
cognizance of the over-all commitments of the Government in this 
field. The Appropriations Committees are reduced in effectiveness 
when they are in effect presented with a bill to reimburse moneys 
already expended by the agency which has obtained them from the 
RFC through use of this procedure which bypasses the Appropriations 
Committees. Abolition of the RFC would remove the one agency 
used too frequently to circumvent the normal procedure of obtaining 
funds to operate the Federal Government and its programs. 

In addition to the illustrious gentlemen already named in this 
report, your committee received testimony urging abolition of the 
RFC from regional and national groups, some of whom represented 
smaller manufacturers. They joined in urging abolition of the RFC 
primarily for the reasons previously discussed in this report. Mr. 
William F. Chase, testifying as president of the Smaller Manufacturers 
Council of Pittsburgh, added a further reason. He stressed that 
well-run businesses built up over the years do not think it fair to face 
competition with unsound ventures made possible by loans from the 
RFC, part of the loan money coming from Federal taxes paid by the 
established business. ‘The incentive for borrowi ing from the RFC to 
finance dubious ventures is great, for while the “borrower can lose 
no more than the assets, if any, he has available with which to repay 
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the loan; if he happens to prosper, all the profits go to him, not to 
the RFC. As pointed out by Mr. Jesse Jones, the borrower, as well 
as the Government, would probably be better off if he did not enter, 
with the aid of an RFC loan, a venture too risky to be financed by 
private institutions where the venture ultimately fails and leaves 
either the Government or the borrower or both with a loss. The 
existence of the RFC also serves as a temptation to use it in order 
to keep alive uneconomic businesses. 

At times the plausible argument has been heard that the RFC’s 
long experience is a reason for kee ping it alive to carry out the general 
programs it is currently authorized to perform. This argument over- 
looks several points. First, the Corporation has taken on new pro- 
grams and dropped old ones over the years, so that its activities today 
are far different than those it carried on when it was created. Second, 
there has been a large turn-over in its personnel on the operating as 
well as the policy-making level. In fact the Administrator recently 
placed in charge of its operations bas had no official connection with 
the Corporation in the past and has been setting up new policies and 
operating procedures for its conduct. These changes have been in 
the direction of placing in a single individual the broad powers of the 
RFC. Certain of the members of your committee believe that this 
trend is dangerous and, without reflecting on the character of the 
present incumbent of that office, should be terminated. 

Following is a succinct summary of the reasons why the Corporation 
should be abolished, in the opinion of those committee members who 
favor this bill. 

The emergency caused by a dearth of credit which it was created 
to meet has long since disappeared. We now have a surplus of credit. 

There is no present emergency in the availability of credit for 
legitimate business purposes which requires any direct lending power 
in the Government, especially for loans exceeding $100,000. 

If any function it now performs to aid lending is desirable, it 
should be in the hands of the agency which possesses most of the other 
monetary and fiscal powers in the Government—the Federal Reserve 
System. 

The continuance of RFC serves as a detriment to the Govern- 
ment’s present efforts to hold down loans in order that inflation may 
be Sa 

It is difficult to obtain and retain the services of top-policy men 
of bo caliber in an agency intended to perform essentially a stand-by 
function. The recent RFC Boards have not adequately measured 
loan applications in the light of public interest. 

Any institution with power to use Treasury funds without sur- 
veillance by the congressional committees on appropriations lends 
itself directly to political pressures with less opportunity to resist them. 

The disclosures of the Fulbright subcommittee have so shaken 
confidence in the RFC as to make very dubious its usefulness in the 
effort toward economic mobilization. 

8. Abolition of the RFC should result in a substantial reduction in 
the number of employees presently on the Federal payroll because of 
the existence of the RFC. 

9. Its existence only adds to the burden of managing the public 
debt, since the Corporation uses funds it borrows from the Treasury, 
such practice constituting a factor in the public debt. 


DISSOLUTION OF RECONSTRUCTION FINANCE CORPORATION a 


In the words of a former witness before your committee, thos 
favoring abolition of the RFC join in saying: ‘‘ You can’t amend it o1 
defend it. Don’t extend it; end it.” 

Although those sharing that point of view fell short of a majority 
of your committee, they did succeed in urging a majority of your com- 
mittee to report this bill to the Senate without recommendation, con- 
fident in the fact that the Senate would agree with their view in th: 
matter when it comes to a vote. 


ARGUMENTS IN OPPOSITION TO THE BILL 


Those members of the committee who oppose the adoption of this 
bill do so for the following reasons: 

They believe that if the RFC has shown some signs of illness, it is 
best to consult a doctor to see whether adequate remedial measures 
can be taken rather than to rush out and call in an undertaker to inte: 
the corporate body. 

The recently appointed Administrator, the Honorable W. Stuart 
Symington is making commendable efforts to cause the RFC to fune- 
tion in the manner set forth in the present RFC Act as interpreted in 
the report (No. 974) made March 10, 1948, by your committee on 
S. 2287 during the second session of the Eightieth Congress. 

The favorable action of your committee on S. 2287 in the Eightieth 
Congress was based on an objective study undertaken by its Sub- 
committee on the Reconstruction Finance C ee: of which the 
distinguished former Senator from Delaware, C. Douglass Buck, was 
chairman. 

There was less reason for the continuation of the RFC at that time 
than there is now. The RFC then had none of the functions since 
assigned to it under the Defense Production Act. Yet that subcom- 
mittee recommended the continuation of the RFC and was supported 
in its view by overwhelming votes of both Houses of Congress. We 
believe the findings of that subcommittee, as to the continued need 
for the RFC, are even more persuasive now. 

After tabulating replies to questionnaires sent to banks throughout 
the Nation, that subcommittee concluded that there was then a con- 
tinuing need for an organization such as the RFC, primarily because 
of the credit gap which existed in loans for an intermediate term of 5 
to something in excess of 10 years. As shown by the Buck subcom- 
mittee study, of 3,965 commercial banks which admitted the ‘vy turned 
down sound loans, 2,635 said they did so primarily because the loan 
requested was too large for the bank’s loan limitations; 1,132 said they 
did so because the requested maturity of from 5 to 10 years was too 
long; and 1,042 @onsidered the requested maturity of more than 10 
years too long. That this situation still exists was adequately con- 
firmed by testimony given to your committee by small-business me 
in hearings on the present bills S. 1376 and on S. 515. 

Many local banks do not care to venture loans which remain froze1 
for periods of 5 to 10 years or longer. Yet the prospective borrowers 
are not well-enough known to obtain loans in larger cities having ths 
capital to lend; or financial institutions in the larger cities prefer to 
invest in projects geographically nearer than that to be undertaken 
by the prospective borrower. As pointed out by Mr. Marriner 5 
Eccles during testimony before your committee in 1947 on S. 408, th 
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cost to small business of going to the capital market is prohibitive. 
Moreover, it is difficult for a small business to gain acceptance for its 
securities in private markets, being comparatively unknown on a 
national or regional basis. 

Heavy tax rates on investment income make it less desirable for 
private citizens to risk capital in business enterprises. Those who do 
invest tend to choose the better known companies as+investment 
fields in order to reduce the risk attached to their investment. 

Asked if the RFC ever made loans which banks were willing and 
able to make, only three-tenths of 1 percent of the banks replying to 
the Buck subcommittee said this occurred other than in isolated cases, 
and only 2.4 percent answered in the affirmative for all cases, isolated 
and otherwise. When the question was broadened io inc lude com- 
petition in loans made in participation with private wee ial institu- 
tions, the total of those who were of the aprenes that the RFC 
competed in this field rose only to 3.9 percent, or 273 ea out of 
6,811 replying. These statistics indicated that ae RFC was not 
generally competing with private lending institutions even on the basis 
of testimony of the private lending institutions themselves. Hence 
for the most part the RFC was fulfill ng a credit need not being supplied 
by private institutions. The large number of RFC loans currently 
and over the past few years made to small business indicates that this 
is still true. 

The annual report made by the RFC to the Congress for the fiscal 
year ended June 30, 1950, shows that during that vear 4,904 loans of 
$100,000 or less were authorized out of a total of 5,506 business loans 
authorized for more than 650 different kinds of enterprises. As noted 
by the distinguished junior Senator from Alabama, Mr. Sparkman, 
during debate on Reorganization Plan No. 1 of 1951, “loans of 
$100,000 or less have always accounted for about 90 percent of RFC 
business loan authorizations” (vol. 97, Congressional Record, p. 3924). 
The same annual report disclosed that during the fiscal year 1950 the 
RFC authorized 479 loans in principal amounts ranging from $100,000 
to $500,000. 

Of a total of 7,910 commercial banks replying to the Buck sub- 
committee, 3,196 deemed an RFC desirable in normal times and 6,562 
considered an RFC desirable in times of national emergency. 

The existence of “gaps” in the area of credit available ‘to small 
business is recognized by some of those who would abolish the RFC. 
For example, Herbert Hoover, who testified in favor of the bill now 
being reported, although stating that lack of such credit was not great, 
nevertheless suggested that the Federal Reserve System be authorized 
to guarantee loans 100 percent, up to $100,000. The junior Senator 
from Vi irginia, Mr. Robertson, has introduced S. 1746, to provide for 
such loan guaranties of 90 percent. 

Similar suggestions have been made by others. The Senator from 
Wyoming, Mr. O’Mahoney, has introduced S. 1329, providing for a 
new system of making credit available to small ee This bill is 
the outgrowth of a thorough study made by the Joint Committee on 
the Economic Re ‘port. 

We feel that these proposals are worthy of consideration. Perhaps 
they, or some other measure, may furnish an appropriate substitute for 
the RFC. Since the desirability for some means of supplying such 
credit is so generally conceded, however, it does not seem wise to 
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abolish the only agency of the Government now equipped to supply it 
at least until a substitute means is provided. 

In a letter dated April 4, 1951, to the Honorable John L. McClellan, 
chairman of the Committee on Expenditures in the Executive Depart- 
ments, the Honorable Charles E. Wilson, Director of the Office of 
Defense Mobilization, commented upon Reorganization Plan No. | 
of 1951 designed to place the RFC under a single Administrator. 
He said: 

We have given this matter some consideration in the Office of Defense Mobili- 
zation, and have reached the conclusion that an interruption of the work of the 
Reconstruction Finance Corporation at this time would be extremely harmful to 
the defense mobilization program. 

Referring to the duties carried on by the Corporation under the 
Defense Production Act of 1950, Mr. Wilson continued: 

A shift in the responsibilities of acting as fiscal agent in servicing these loans would 
entail not only uncertainties but delays which might be extremely costly in terms 
of the speed at which the program must be balanced up. 

It is, of course, conceivable that some other Federal governmental 
agency of Federally aided agency could ultimately be equipped to 
carry on the work currently “bei ‘ing done by the RFC. However, it 
would seem foolhardy to abolish the RFC before such an alternative 
agency is fully manned to take over the duties of RFC. No other 
Government agency than the RFC is presently equipped to take over 
RFC’s functions in the area of national defense. 

Moreover, it should be borne in mind that abolition of the RFC 
would not result in a net decrease in the Federal payroll equal 
the present number of RFC emplovees. The bill, S. 1376, being 
reported to the Senate contemplates that many RFC functions will be 
transferred to and carried on by other Federal agencies. The per- 
formance of these functions requires adequate trained personnel. It 
should be remembered that at present the same RFC personnel who 
examine and service business loans also perform similar services in the 
field of defense loans. Both tasks are performed under operating 
procedures with which RFC personnel are familiar. They require 
skill and experience difficult to replace. Unless it is possible to find 
adequate trained personnel in other Federal agencies to take on thes 
functions without any effective demand for increased compensation 
or without injurious effects on the tasks they are presently per- 
forming, removing these functions — the RFC will not save per- 
sonnel or Federal expense. Instead it may have the opposite effect 
of necessitating the hiring of adk itional Federal personnel to perform 
the separate tasks of supplying credit to small business and handling 
the services presently performed by the RFC in connection with 
defense loans. 

At least it can be said that RFC’s lending operations have resulted 
in no net loss to the taxpayers, even when all proper charges, including 
interest on Government funds, are made against it. 

This factor alone is a persuasive argument against the abolition 
of the RFC. Can it be said of many other Federal activities? Bui 
the RFC has contributed much more. It has saved many worthy 
small and independent businesses from financial ruin, and it has 
assisted many more in their establishment and growth. It can and 
should be allowed to continue to do so—at least until some mor 
satisfactory substitute is provided by the Congress. 








12 DISSOLUTION OF RECONSTRUCTION FINANCE CORPORATION 


SUMMARY OF BILL 


For the sake of convenient reference, a brief summary of the bill, 
S. 1376, follows 

S. 1376, introduced on April 24 by Senator Byrd, for himself and 
Senators Bricker, Kem, Robertson, Williams, and Ferguson. En- 
titled the Reconstruction Finance Corporation Liquidation Act, this 
would terminate the Corporation’s lending powers on the date of 
enactment of the bill and would dissolve the Corporation 120 days 
following that date. Jt expressly refers to sections 9 and 10 of the 
RFC Act providing for liquidation of assets and winding up of affairs 
of the RFC by the RFC itself, after the date of enactment of the bill, 
and by the Secretary of the Treasury, after the following 120 days 
have passed. While prohibiting the Secretary of the Treasury from 
extending maturities or renewing loans, it does permit the Secretary 
to allow RFC debtors to make interim payments. Jt permits the 
secretary of the Treasury to use RFC funds for administrative ex- 
penses to the extent they are made available in appropriation acts 
to the RFC or the Secretary of the Treasury. However, no funds 
connected with the administration of the tin, rubber, or abacé pro- 
grams or the defense loan program may be so used by the Secretary 
of the Treasury in view of other provisions in the bill concerning 
the transfer of these programs. Any unused balance of RFC moneys 
after liquidation shall be paid into the Treasury and used only to 
reduce the public debt. 

The tin, rubber, and abacaé programs are transferred to the Secretary 
of Commerce for continued operation. As to the defense-loan program 
inder the Defense Production Act of 1950, this bill authorizes the 
President to transfer from the RFC to the Secretary of the Treasury, 
Federal Reserve banks, and any other department or agency of the 
Government (including any new agency he may create) all functions 
of the RFC in connection with this program. If, however, the 
President does not affect such transfer within 120 days after enact- 
ment of the bill, such functions automatically are transferred to the 
Secretary of the Treasury for operation. 

As to the powers of the RFC under the Federal Civil Defense Act 
of 1950, the bill provides that the RFC shall continue to exercise them 
until 120 days after enactment of the bill, thereafter they are trans- 
ferred to the Secretary of the Treasury for operation. A_ special 
provision of the bill directs RFC to transfer to the Air Force, without 
rermbursement, the North Grafton, Mass., industrial plant (Plancor 
2304). The bill further provides that no proceeding against RFC shall 
abate when the life of the Corporation ends and allows the court 
within 12 months after that date to permit the action to be main- 
tained against the Government agency then performing the RFC 
functions involved in the suit. 

The RFC Administrator is required to make a report to the Congress 
upon the termination of the life of the RFC, and quarterly reports 
are required from the Secretary of the Treasury while he is liquidating 
the Corporation. 

SECTIONAL ANALYSIS 


A sectional analysis of the bill as reported follows: 
Section-by-section analysis of the bill, S. 1376, entitled “A bill pro- 
viding for the dissolution of the Reconstruction Finance C orporation 
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and the transfer of certain functions related to national defense 
heretofore vested in the Reconstruction Finance Corporation.”’ 


Section 1 


This section provides a short title to the bill which is ““Reconstruc- 
tion Finance Corporation Liquidation Act.” 


Section 2 


Subsection (a) amends section 3 (a) of the RFC Act with respect to 
the date upon which succession of the Corporation shall terminate. 
Existing law provides that the RFC shall have succession “through 
June 30, 1956." Subsection (a) of the bill amends existing law by 
providing that the RFC shall have succession ‘until the close of 
business on the one hundred and twentieth day following the date of 
enactment of the Reconstruction Finance Corporation Liquidation 
Act.” 

Subsection (b) amends section 4 (f) of the RFC Act by providing 
that the lending powers of the Corporation under section 4 of the 
act (the general lending authority) shall terminate at the close of 
business on the date of enactment of the Reconstruction Finance 
Corporation Liquidation Act. Section 4 (f) presently provides that 
such termination of lending powers shall occur at the close of business 
on June 30, 1954. 

Subsection (c) provides that the liquidation of assets and winding 
up of affairs of the RFC shall be carried out in accordance with 
sections 9 and 10 of the RFC Act, except that the unused balance of 
moneys belonging to the Corporation required by such sections to 
be paid into the Treasury as miscellaneous receipts shall be used 
instead for the reduction of the public debt. Section 9 of the RFC 
Act directs the Board of Directors of the RFC to liquidate the assets 
of the Corporation and wind up its affairs in the event that its lending 
powers under section 4 are terminated prior to the expiration of 
succession of the Corporation. Section 10 directs the Secretary of 
the Treasury to complete the liquidation if not completed prior to 
the termination of succession of the Corporation. Under existing 
law the Board of Directors have 2 years, from June 30, 1954, to June 
30, 1956, to liquidate the assets and wind up the affairs of the Cor- 
poration. Under the bill the Board of Directors, or the Administrator 
of the RFC as the case may be, will have 120 days after the enactment 
of the Reconstruction Finance Corporation Liquidation Act to liqui- 
date the assets and wind up the affairs of the Corporation, and at the 
end of such 120-day period the task will be assumed by the Secretary 
of the Treasury under section 10 of the RFC Act. 

It would appear to be very clear that under section 10 of the RFC 
Act, which gives the Secretary of the Treasury all the powers and 
duties of the Board of Directors of the RFC for the purpose of liquidat- 
ing and winding up the affairs of the C orporation and requires provi- 
sion to be made for all the C orporation’s legal obligations, the Secre- 
tary of the Treasury would have the power and the duty to make 
disbursements on purchases of securities and obligations, on loans, 
or upon commitments or agreements (including deferred participation 
agreements) to make such purchases or loans, which constitute legal 
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obligations of the Corporation made prior to the termination of its 
lending powers. Such power would include all “servicing” functions 
necessary to protect the interests of the Government and to carry 
out its legal obligations. In this connection it may be noted that 
section 4 (f) of the RFC Act, which has been amended by the bill 
only by changing the date of the termination of the Corporation’s 
lending powers, provides that “the termination of such powers shall 
not be construed (1) to prohibit disbursement of funds on purchases 
of securities and obligations, on loans, or on commitments or agree- 
ments to make such purchases or loans, made under this act prior 
to the close of business on such date, or (2) to affect the validity or 
performance of any other agreement made or entered into pursuant 
tolaw.’”’ It would appear to be quite clear that the foregoing language 
imposes a duty upon the Board of Directors, or the Administrator, 
of the RFC, as the case may be, to make disbursements on existing 
obligations of the Corporation during liquidation, which duty devolves 
upon the Secretary of the Treasury under the provisions of section 
10 upon the expiration of succession of the Corporation. 

Subsection (d) permits the Secretary of the Treasury. in aid of 
orderly liquidation, to exercise a sound discretion in respect of the 
time which shall be allowed any obligor of the RFC to make interim 
payments on an outstanding obligation. However, the Secretary is 
specifically denied the power to extend the maturity date of or renew 
any loan made, or other obligation purchased, by the RFC beyond 
the date provided in the loan contract or other agreement. The sub- 
section is designed to provide some guidance to the Secre tary, and to 
remove any question that might arise, in respect of the amount of 
discretion that he may exercise in the collection of sums owing on 
outstanding obligations of the Corporation. 

Subsection (e) is designed to permit the Secretary of the Treasury 
to use funds of the Corporation for all administrative expenses neces- 
sary to carry out the functions vested in him as a result of the enact- 
ment of the bill. Such funds would include the balance of any ad- 
ministrative expense authorizations available to the Corporation at 
the time the Secretary assumes his functions. This will eliminate 
the necessity for Congress to appropriate funds for such purpose, but 
congressional supervision of the amounts to be allowed is not thereby 
sacrificed. The provisions of the Government Corporation Control 
Act are made applicable for the purpose of giving Congress, through 
its usual appropriation channels, the opportunity to scrutinize and 
place limitations upon such expenses to be incurred by the Secretary 
in the same manner as Congress now places limitations on the adminis- 
trative expenses of the RFC. 


Section 3 


This section disposes of those functions now exercised by the Cor- 
poration which were not conferred by the RFC Act, as amended, and 
which may be described as operating rather than lending functions. 
The section provides that the functions of the RFC with respect to 
the rubber program, the tin program, and the abacé program are to be 
transferred to the Secretary of Commerce. 

As a matter of form section 3 is modeled after section 305 of 5. 3936, 
Eighty-first Congress (defense production bill), as reported from the 
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Committee on Banking and Currency. Section 305 provided for the 
transfer of such operating functions to the Secretary of Commerce. 
However, section 305 of 5. 3936 was deleted by floor amendment and 
does not appear in the Defense Production Act. 

The rubber, tin, and abacé programs are the principal operating, as 
distinguished from lending, functions now performed by the RFC. 
This section serves to designate the agency which shall perform the 
functions now exercised by the RFC with respect to such programs. 
Further, it removes any possible construction which, in the absence 
of such section, might be placed on the bill to the effect that such pro- 
grams, insofar as they are administered by the RFC, are to be ter- 
minated. 

This section is made effective as of 120 days after the date of enact- 
ment of the bill. ‘This will permit the Secretary of Commerce to pre- 
pare for the assumption of the new duties vested in him by this section. 
Prior to the expiration of the 120-day period, the RFC will continue 
to carry out its functions in respect of the rubber, tin, and abacaé 
programs. 

Section 4 


This section provided for continuity of the defense production loan 
program. The RFC is currently performing functions in respect to 
such program under authority of section 303 of Executive Order 10161. 
By such Executive order the president vested in the RFC the fune- 
tions conferred upon him under section 302 of the Defense Production 
Act of 1950. 

This section of the bill provides that the President may at any time 
provide for the transfer of this program to the Secretary of the Treas- 
ury, the Federal Reserve Banks, or any existing department, agency, 
official, or corporation of the Government, or to a new agency (other 
than a corporation). Accordingly, it gives the President as wide a 
discretion in respect to the agency which shall administer the program 
as he has under the Defense Production Act of 1950. Tata ver, if 
the President does not make provision for the transfer of the program 
within 120 days after the date of enactment of the bill, the program 
passes to the Secretary of the Treasury. The President may still 
transfer the program at any time to any other agency as he sees fit. 
The REC, under the provisions of this section, will continue to admin- 
ister the program in accordance with its existing authority until the 
President provides for its transfer, or until 120 days have elapsed 
after the enactment of the bill, whichever occurs first. 

The policy sought to be achieved in this section is (1) at no time 
shall there be a gap in the administration of the defense loan pro- 
gram as a result of the enactment of this bill, and (2) the President 
shall still have his present broad authority to vest this program in 
the agency of the Government (other than the RFC) which he deter- 
mines is best adapted to perform the necessary functions. 


Section 5 


This section provides for the continuity of the civil defense loan 
program. Section 409 of the Federal Civil Defense Act of 1950 au- 
thorizes the RFC, upon certification of the Federal Civil Defense 
Administrator, to make loans (including participations therein and 
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guaranties thereof, and purchases of securities) for the purpose of 
aiding in financing projects for civil defense purposes. 

Section 5 permits the RFC to continue to administer this program 
but for only 120 days after the enactment of the bill at which time 
the succession of the Cor poration will expire. Thereupon the whole 
program passes over to the Secretary of the Treasury who is directed 
to administer it in accordance with the provisions of section 409 of 
the Federal Civil Defense Act of 1950. 


Section 6 


Section 12 of the RFC Act authorizes the Corporation to exercise 
the functions, powers, duties, and authority previously exercised by 
certain corporations created by the RFC during the war, including 
Defense Plant Corporation, Metals Reserve Company, Rubber Re- 
serve Company, and Defense Supplies Corporation, but only with 
respect to programs, projects, or commitments outstanding on June 
30, 1947. 

The budget for fiscal year 1952 reveals the following with respect to 
the current status of these functions: 

Liquidation of war and related activities (authority—sec. 12. Public 
Law 132, 80th Cong.).—This progr am will be largely completed during 
the fiscal year 1951 and 1952. As of June 30, 1950, there remained 
for liquidation the following groups of assets and liabilities with total 
acquisition or book costs of $124,777,028 (exclusive of contingent 
assets and liabilities amounting to $21,418,339): 


1. Aluminum and magnesium forgings plant $4, 267, 230 
2. Other plants and equipment 52, 134, 019 
3. Miscellaneous inventories of property_ - 1, 041, 219 
4. Loans, advances and receivables 38, 421, 680 
5. Other assets 21, 102, 419 
6. Liabilities related to the above programs 7, 810, 461 


Aluminum and magnesium forgings plant.—lt is expected that this 
plant will be disposed of by transfer to the Department of Defense 
during the fiscal year 1952. 

The foregoing indicates that the section 12 program of the RFC is 
now in liquidation, but that it is expected to transfer an aluminum 
and magnesium forgings plant to the Department of Defense during 
1952. Consultation with the Bureau of the Budget reveals that the 
continued operation of the plant, at North Grafton, Mass., is con- 
sidered vital by the Air Force and that a bill now before the Senate, 
S. 312, authorizes among other things its transfer to the Department 
of the Air Force. 

Section 6 of the bill provides for the transfer of this particular plant 
to the Air Force. The language is in substantial conformity with 
that contained in 8. 312. It will be noted that this section reserves 
from the transfer “inventories of raw materials and work in progress.”’ 
The Bureau of the Budget states that the reason for such a reservation 
is that the RFC has borrowed money from the Treasury to finance 
current inventories of raw materials and work in progress. ‘Therefore, 
as written, the section would require the RFC to dispose of the plant 
and equipment during the 120 days of its continued existence, after 
the termination of its lending powers, but to retain control over current 
inventories in order to satisfy its outstanding obligation to the Treas- 
ury in respect of such inventories. If during the 120-day period the 
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RFC did not succeed in liquidating such inventories and satisfying its 
debt to the Treasury in respect of such inventories, those inventories 
would pass, under the general terms of the bill, to the Secretary of 
the Treasury for liquidation. 

It was not felt that special treatment was required in respect of any 
of the other section 12 functions of the RFC. They are apparently 
now in liquidation and under the terms of the bill will be completely 
liquidated by the Secretary of the Treasury in the event that com- 
plete liquidation i is not accomplished by the RFC prior to the termina- 
tion of its succession. 

Section 7 


While rule 25 (d) of the Federal Rules of Civil Procedure deals 
generally with the matter of substitution of parties where a Federal 
officer succeeds to the functions of another Federal officer who is a 
party to a suit, there is some doubt whether the provision is applicable 
in cases where a Government corporation, as distinguished from a 
Government officer, is a party to a proceeding and is succeeded by a 
Government officer. In order to resolve such doubt, this section of 
the bill has been added to make it clear that suits, actions, or other 
proceedings lawfully commenced by or against the Corporation prior 
to the expiration of its succession shall not abate by reason of such 
expiration of succession. 

Section 8 


This section requires the Administrator of the RFC, or the Board 
of Directors of the RFC, as the case may be, to make a full report 
to the Congress upon expiration of the Corporation’s succession. It 
further provides that during the period of time that the Secretary of 
the Treasury is engaged in liquidating the assets and winding up the 
affairs of the Corporation, he shall make quarterly “progress’’ re- 
ports to the Congress. 


CHANGES IN ExistTInG LAW IN COMPLIANCE WITH THE CorDON RULE 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted 1 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


RECONSTRUCTION FINANCE CoRPORATION Act, APPROVED JANUARY 22, 1932 
[47 Svar. 5], as AMENDED ! 


AN ACT To provide emergency financing facilities for financial institutions, to aid in financing agriculture, 
commerce, and industry, and for other purposes 


Re it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, 

src. 1. (a) There is hereby created a body corporate with the name ‘‘Recon- 
struction Finance Corporation’’ (herein called the Corporation), with a capital 
stock of $100,000,000 subscribea by the United States of America. Its principal 
office shall be located in the District of Columbia, but there may be established 
agencies or branch oflices in ary city or cities of the United States under rules and 

! Reconstruction Finance Corporation Act, as amended by joint resolution approved June 30, 1947 
(61 Stat. 202), as further amended by sees. 1-5 of the act approved May 25, 1948 (62 Stat. 261), act approved 
June 29, 1948 (62 Stat. 1101), sees. 3 and 4 of the act approved July 1, 1948 (62 Stat. 1209), sec. 2 of joint resolu- 
tion approved July 19, 1949 (Public Law 176, 8lst Cong.), sec. 4 of joint resolution approved October 25, 


1949 (Public Law 387, 81st Cong.), and sec. 506 of the Housing Act of 1950 approved April 20, 1950 (Public 
Law 475, 81st Cong.). 
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regulations prescribed by the Board of Directors. This Act may be cited as the 
“Reconstruction Finance Corporation Act.”’ 

(b) Within six months after the close of each fiscal year the Corporation shall 
make a report to the Congress of the United States which shall contain financial 
statements for the fiseal vear, including a balance sheet, a statement of income 
and expense, and an analysis of accumulated net income. The accumulated 
net income shall be determined after provision for reasonable reserves for uncol- 
lectibility of loans and investments outstanding. Such statements shall be pre- 
pared from the financial records of the Corporation which shall be maintained in 
accordance with generally accepted accounting principles applicable to com- 
mercial corporate transactions. The report shall contain schedules showing, as of 
the close of the fiscal vear, each direct loan to any one borrower of $100,000 or 
more, each loan to any one borrower of $100,000 or more in which the Corporation 
has a participation or an agreement to participate, and the investments in the 
securities and obligations of any one borrower which total $100,000 or more. 
Within six months after the end of each fiscal year, beginning with the fiscal year 
ended June 30, 1948, the Corporation shall pay over to the Secretary of the Treas- 
ury as miscellaneous receipts, a dividend on its capital stock owned by tne United 
States of America, in the amount by which its accumulated net income exceeds 
$250,000.000. 

(c) Within sixty days after the effective date of this amendment, the Corpora- 
tion shall retire all its outstanding capital stock in excess of $100,000,000 and 
shall pay to the Treasury as miscellaneous receipts the par value of the stock so 
retired. 

Sec. 2. The management of the Corporation shall be vested in a board of 
directors consisting of five persons appointed by the President of the United States 
by and with the advice and consent of the Senate. Of the five members of the 
board, not more than three shall be members of any one political party and not 
more than one shall be appointed from any one Federal Reserve district. The 
office of director shall be a full-time position. The term of the incumbent directors 
is hereby extended to June 30, 1950. As of July 1, 1950, two directors shall be 
appointed for a term of one year, two directors shall be appointed for a term of two 
years, and one director shall be appointed for a term of three years. Thereafter 
the term of the directors shall be for a term of three years, but they may continue 
in office until their successors are appointed and qualified. Whenever a vacancy 
shall occur in the office of director other than by expiration of term, the person 
appointed to fill such vaeaney shall hold office for the unexpired portion of the 
term of the director whose place he is selected to fill. After the confirmation 
of the directors by the Senate, the President shall designate one of the directors 
to serve as chairman for a period coextensive with his term as director. The 
directors, except the chairman, shall receive salaries at the rate of $12,500 per 
annumeach.2 The chairman of the board of directors shall receive a salary at the 
rate of $15,000 per annum.? 

See. 3. (a) The Corporation shall have succession [through June 30, 1956] 
until the close of business on the one hundred and twentieth day following the date of 
enactment of the Reconstruction Finance Corporation Liquidation Act, unless it is 
sooner dissolved by an Act of Congress. It shall have power to adopt, alter, and 
use a corporate seal; to make contracts; to lease or purchase such real estate as 
may be necessary for the transaction of its business; to sue and be sued, to complain 
and to defend, in any court of competent jurisdiction, State or Federal; to select, 
employ, and fix the compensation of such officers, employees, attorneys, and agents 
as shall be necessary for the transaction of the business of the Corporation, in 
accordance with laws, applicable to the Corporation, as in effect on June 30, 
1947, and as thereafter amended; and to prescribe, amend, and repeal, by its 
board of directors, bylaws, rules, and regulations governing the manner in which 
its general business may be conducted. Except as may be otherwise provided 
in this Act or in the Government Corporation Control Act, the board of directors 
of the Corporation shall determine the necessity for and the character and amount 
of its obligations and expenditures under this Act and the manner in which they 
shall be ineurred, allowed, paid, and accounted for, without regard to the pro- 





? The chairman of the board of directors of Reconstruction Finance Corporation is a member of the board 
of directors of the Virgin Islands Corporation by virtue of sec. 9 of the Virgin Islands Corporation Act, 
approved June 30, 1949 (Public Law 149, 81st Cong.). 

Sec. 4 of the act approved October 15, 1949 (Public Law 359, 81st Cong.) provides: ‘‘The rate of basic com- 
pensation of * * * the Chairman of the Board of Directors of the Reconstruction Finance Corpora- 
tion, * * * shall be $16,000 per annum.” ; and sec. 5 (a) thereof provides: ‘‘The rate of basic compen- 
sation of * * * members (other than the Chairman) of the Board of Directors of the Reconstruction 
Finance Corporation * * * shall be $15,000 per annum.” 
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visions of any other laws governing the expenditure of public funds, and such 
determinations shall be final and conclusive upon all other officers of the Govern- 
ment. The Corporation shall be entitled to and granted the same immunities 
and exemptions from the payment of costs, charges, and fees as are granted to 
the United States pursuant to the provisions of law codified in sections 543, 548, 
555, 557, 578, and 578a of title 28 of the United States Code, 1940 edition. The 
Corporation shall also be entitled to the use of the United States mails in the same 
manner as the executive departments of the Government. Debts due the Corpo- 
ration, whether heretofore or hereafter arising, shall not be entitled to the priority 
available to the United States pursuant to section 3466 of the Revised Statutes 
(U.S. C., title 31, see. 191) except that the Corporation shall be entitled to such 
priority with respect to debts arising from any transaction pursuant to any of 
the following Acts or provisions in effect at any time: Sections 5d (1) and 5d (2) 
of the Reconstruction Finance Corporation Act added by section 5 of the Act 
entitled ‘‘An Act to authorize the purchase by the Reconstruction Finance Corpo- 
ration of stock of Federal home-loan banks; to amend the Reconstruction Finance 
Corporation Act, as amended, and for other purposes,’ approved June 25, 1940 
(54 Stat. 573); sections 4 (f) and 9 of the Act entitled ‘‘An Act to mobilize the 
productive facilities of small business in the interests of successful prosecution of 
the war, and for other purposes,’”’ approved June 11, 1942 (56 Stat. 354, 356 

section 2 (e) of the Emergency Price oatral Act of 1942 (56 Stat. 26); the Surplus 
Property Act of 1944 (58 Stat. 765 and the following); sections 11 and 12 of the 
Veterans’ Emergency Housing Act of 1946 (60 Stat. 214, 215); and section 403 
of the Sixth Supplemental National Defense Appropriation Act (56 Stat. 245). 

(b) Notwithstanding any other provision of law, the right to recover compensa- 
tion granted by the Act approved September 7, 1916, as amended (5 U. 5. C., 
sec. 751 ), shall be in lieu of, and shall be construed to abrogate, anv and all other 
rights and remedies which any person, except for this provision, might, on account 
of injury or death of an employee, assert against the Corporation or any of its 
subsidiaries. 

Sec. 4. (a) To aid in financing agriculture, commerce, and industry, to encour- 
age small business, to help in maintaining the economic stability of the country, 
and to assist in promoting maximum employment and production, the Corpora- 
tion, within the limitations hereinafter provided, is authorized 

(1) To purchase the obligations of and to make loans to any business 
enterprise organized or operating under the laws of any State or the United 
States: Provided, That the purchase of obligations (including equipment trust 
certificates) of, or the making of loans to, railroads engaged in interstate com- 
merce or air carriers engaged in air transportation as defined in the Civil Aero- 
nautics Act of 1938, as amended, or receivers or trustees thereof, shall be 
with the approval of the Interstate Commerce Commission or the Civil 
Aeronautics Board, respectively: Provided further, That in the case of such 
rgilroads or air carriers which are not in receivership or trusteeship, the Com- 
mission or the Board, as the case may be, in connection with its approval of 
such purchases or loans, shall also certify that such railroad or air carrier, 
on the basis of present and prospective earnings, may be expected to meet its 
fixed charges without a reduction thereof through judicial reorganization 
except that such certificates shall not be required in the case of loans or pur- 
chases made for the acquisition of equipment or for maintenance. 

(2) To make loans to any financial institution organized under the laws 
of any State or of the United States. Ifthe Secretary of the Treasury certifies 
to the Corporation that any insurance company is in need of funds for capital 
purposes, the Corporation may subscribe for or make loans upon nonassess- 
able preferred stock in such insurance company. In any case in which, 
under the laws of the State in which it is located, any such insurance company 
so certified is not permitted to issue nonassessable preferred stock, or if such 
laws permit such issue of preferred stock only by unanimous consent of 
stockholders, the Corporation is authorized to purchase the legally issued 
capital notes or debentures of such insurance company. 

(3) In order to aid in financing projects authorized under Federal, State, 
or municipal law, to purchase the securities and obligations of, or make loans 
to, (A) States, municipalities, and political subdivisions of States, (B) public 
agencies and instrumentalities of one or more States, municipalities, and 
political subdivisions of States, and (C) public corporations, boards, and 
commissions: Provided, That no such purchase or loan shall be made for 
payment of ordinary governmental or nonproject operating expenses as 
distinguished from purchases and loans to aid in financing specific public 
Projects. 
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(4) To make such loans as it may determine to be necessary or appropriate 
because of floods or other catastrophes. 

(b) The powers granted in section 4 (a) of this Act shall be subject to the 
following restrictions and limitations: 

(1) No financial assistance shal] be extended pursuant to paragraphs (1), 

2), and (3) of subsection (a) of this section, unless the financial assistance 
applied for is not otherwise available on reasonable terms. All securities 
and obligations purchased and ail loans made under paragraphs (1), (2), and 
(3) of subsection (a) of this section shall be of such sound value or so secured 
as reasonably to assure retirement or repayment and such loans may be made 
either directly or in cooperation with banks or other lending institutions 
through agreements to participate or by the purchase of participations, or 
otherwise. 

(2) No loan, including renewals or extensions thereof, may be made under 
sections 4 (a) (1), (2), and (4) for a period or periods exceeding ten years and 
no securities or obligations maturing more than ten years-from date of pur- 
chase by the Corporation may be purchased thereunder: Provided, That the 
foregoing restriction on maturities shall not apply to securities or obligations 
received by the Corporation as a claimant in bankruptcy or equitable reor- 
ganization or as a creditor in proceedings under section 20b of the Interstate 
Commerce Act, as amended: Provided further, That any loan made or secu- 
rities and obligations purchased prior to July 1, 1947, may in aid of orderly 
liquidation thereof or the interest of national security, be renewed or the 
maturity extended for such period not in excess of ten vears and upon such 
terms as the Corporation may determine: Provided further, That any loan 
made under section 4 (a) (1) for the purpose of constructing industrial facil- 
ities may have a maturity of ten years plus such additional period as is esti- 
mated may be required to complete such construction. The Corporation 
may, in carrying out the provisions of subsection 4 (a) (3), purchase securities 
and obligations, or make loans, including renewals or extensions thereof, with 
maturity dates not in excess of forty years, as the Corporation may determine. 

(3) In agreements to participate in loans, wherein the Corporation’s dis- 
bursements are deferred, such participations by the Corporation shall be 
limited to 70 per centum of the balance of the loan outstanding at the time 
of the disbursement, in those cases where the total amount borrowed is 
$100,000 or less, and shall be limited to 60 per centum of the balance out- 
standing at the time of disbursement, in those cases where the total amount 
borrowed is over $100,000. 

(c) The total amount of investments, loans, purchases, and commitments made 
subsequent to June 30, 1947, pursuant to section 4 shall not exceed $3,750,000,000 3 
outstanding at anv one time: Provided, That the aggregate amount outstanding 
at any one time shall not exceed (1) under subsection (a) (4) $40,000,000, (2) for 
construction purposes under subsection (a) (3) $200,000,000, and (3) under the 
last two sentences of subsection (a) (2) $15,000,008. 

(d) No fee or commission shall be paid by any applicant for financial assistance 
under the privisions of this Act in connection with any such application, and any 
agreement to pay or payment of any such fee or commission shall be unlawful. 

e) No director, officer, attorney, agent, or employee of the Corporation in any 
manner, directly or indirectly, shall participate in the deliberation upon or the 
determination of any question affecting his personal interests. or the interests of 
any corporation, partnership, or association in which he is directly or indirectly 
interested. 

(f) The powers ranted to the Corporation by this section 4 shall terminate at 
the close of business on [June 30, 19514] the date of enactment of the Reconstruction 
Finance Corporation Liquidation Act, but the termination of such powers shall not 
be construed (1) to prohibit disbursement of funds on purchases of securities and 
obligations, on loans, or on commitments or agreements to make such purchases 
or loans, made under this Act prior to the close of business on such date, or (2) to 
affect the validity or performance of any other agreement made or entered into 
pursuant to law. 

(v) As used in this Act, the term “State” ineludes the District of Columbia, 
Alaska, Hawaii, Puerto Rico, and the Virgin Islands. 

(h) The Corporation may subscribe for the nonassessable stock of the Federal 
National Mortgage Association: Provided, That the total face amount of stock 


’ 


3 Effective on September 7, 1950, this total of $3,750,000,000 was reduced to slightly less than $1,000,000,000 
by reason of the transfer to the Housing and Home Finance Agency by Reorganization Plans of 1950 Nos. 
22 and 23 of the functions of the Federal National Mortgage Association and functions of the Reconstruction 
Finance Corporation relating to prefabricated housing loans. 
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so subscribed for and held by the Corporation shall not exceed at any one time 
$20,000,000. 

Src. 5. Section 5202 of the Revised Statutes of the United States, as amended, 
is hereby amended by striking out the words ‘‘War Finance Corporation Act”’ and 
inserting in lieu thereof the words ‘‘Reconstruction Finanee Corporation Act” 

Sec. 6. The Federal Reserve banks are authorized and directed to act as 
custodians and fiscal agents for the Corporation in the genera! performance of 
its powers conferred by this Act and the Corporation may reimburse such Federal 
Reserve banks for such services in such manner as may be asreed upon 

Sec. 7. The Corporation may issue to the Secretary of the Treasury its notes, 
debentures, bonds, or other such obligations in an amount outstanding at ar 
one time sufficient to enable the Corporation to carry out its functions under this 
Act or any other provision of law, such obligations to mature not more than five 
vears from their respective dates of issue, to be redeemable at the option of the 
Corporation before maturity in such manner as may be stipulated in such obli 


1\ 


iif OD a- 
tions. Such obligations may mature subsequent to the period of succession of the 
Corvoration. Each such obligation shall bear interest at a rate determined by 
the Secretary of the Treasury, taking into consideration the current average rate 
on outstanding marketable obligations of the United States as of the last day of 
the month preceding the issuance of the obligation of the Corporation. The 
Secretary of the Treasury is authorized to purchase any obligations of the 
Corporation to be issued hereunder, and for such purpose the Secretary of the 
Treasury is authorized to use as a public-debt transaction the proceeds from the 
sale of any securities issued under the Second Liberty Bond Act, as amended, and 
the purposes for which securities may be issued under the Second Liberty Bond 
Act, as amended, are extended to include any purchases of the Corporation's 
obligations hereunder. ° 

Sec. 8. The Corporation, including its franchise, capital, reserves and surplus, 
and its income shail be exempt from al! taxation now or hereafter imposed by the 
United States, by any Territory, dependency, or possession thereof, or by any 
State, county, municipality, or local taxing authority, except that any real! 
property of the Corporation shall be subject to special assessments for local 
improvements and shall be subject to State, Territorial, county, municipal, or 
local taxation to the same extent according to its vaiue as other real property i 


1 


taxed. The exemptions provided for in the preceding sentence with respect to 
taxation (which shall, for all purposes, be deemed to include sales, use, storage 

and purchase taxes) shall be construed to be applicable not only withrespeect to thi 
Corporation but also with respect to any other public corporation which is now 
or which may be hereafter wholly financed and wholly manazed by the Corpora 
tion. Such exemptions shall also be construed to be a»vplicable to loar nade, 
and personal property owned by the Corporation or such other corporations, 
but such exemptions shall not be construed to be avplicable in any State to ar 

buildings which are considered by the laws of such State to be personal proper 

for taxation purposes. Notwithstanding any other provision of law or any priv- 
ilege or consent to tax expressly or impliedly granted thereby, the shares of 
preferred stock of national banking associations, and the shares of preferred 
stock, capita! notes, and debentures of State banks and trust companies, acquired 
prior to July 1, 1947, by the Corporation, and the dividends or interest derived 
therefrom by the Corporation, shall not, so long as the Corporation Shall continue 


to own the same, be subject to any taxation by the United States, by any Territory, 
dependency or possession thereof, or the District of Columbia, or by any State, 
county, municipality, or local taxing authoritv, whether now, heretofore, or 
hereafter imposed, levied, or assessed, and whether for a past, present, or future 
taxing period. 

Sec. 9. In the event of termination of the powers zranted to the Corporation 
by section 4 of this Act prior to the expiration of its succession as provided in 
section 3, the board of directors shall, except as otherwise herein specificaliv 
authorized, proceed to liquidate its assets and wind up its affairs. It may with 
the approval of the Secretary of the Treasury deposit with the ‘lreasurer of the 
United States as a special fund any money belonging to the Corporation or from 
time to time received by it in the course of liquidation, for the payment of its 


outstanding obligations, which fund may be drawn upon or paid out for no other 


purpose. Any balance remaining after the liquidation of all the Corporation’s 
assets and after provision has been made for payment of all legal obligations shall 
be paid into the Treasury of the United States as miscellaneous receipts. ‘1 here- 


upon the Corporation shall be dissolved and its capital stock shall be canceled 
and retired. 
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Se. 10. If at the expiration of the succession of the Corporation, its board 
of directors shail not have completed the liquidation of its assets and the winding 
up of its affairs, the duty of completing such liquidation and winding up of its 
affairs shall be transferred to the Secretary of the Treasury, who for such purpose 
shall succeed to all the powers and duties of the board of directors under this Act. 
In such event he may assign to any officer or officers of the.United States in the 
Treasury Department the exercise and performance, under his general supervision 
and direction, of any such powers and duties. When the Secretary of the Treas- 
ury shall find that such liquidation will no longer be advantageous to the United 
States and that all of the Corporation’s legal obligations have been provided for, 
he shall retire any capital stock then outstanding, pay into the Treasury as mis- 
cellaneous receipts the unused balance of the moneys belonging to the Corpora- 
tion, and make a final report to the Congress. ‘Thereupon the Corporation shall 
be deemed to be dissolved. 

Sec. 11. (a) Whoever makes any statement knowing it to be false, or whoever 
willfully overvalues any security, for the purpose of obtaining for himself or for 
any applicant any loan, or extension thereof by removal, deferment of action, or 
otherwise, or the acceptance, release, or substitution of security therefor, or for 
the purpose of influencing in any way the action of the Corporation, or for the 
purpose of obtaining money, property, or anything of value, under this Act, shall 
be punished by a fine of not more than $5,000 or by imprisonment for not more 
than two years, or both. 

(b) Whoever (1) falsely makes, forges, or counterfeits any note, debenture, 
bond, or other obligation, or coupon, in imitation of or purporting to be a note, 
debenture, bond, or other obligation, or coupon, issued by the Corporation; or 
(2) passes, utters, or publishes, or attempts to pass, utter, or publish, any false, 
forged, or counterfeited note, debenture, bond, or other obligation, or coupon, 
purporting to have been issued by the Corporation, knowing the same to be false, 
forged, or counterfeited; or (3) falsely alters any note, debenture, bond, or other 
obligation, or coupon, issued or purporting to have been issued by the Corpora- 
tion; or (4) passes, utters, or publishes, or attempts to pass, utter, or publish, as 
true, any falsely altered or spurious note, debenture, bond, or other obligation, or 
coupon, issued or purporting to have been issued by the Corporation, knowing 
the same to be falsely altered or spurious, or any person who willfully violates 
any other provision of this Act, shall be punished by a fine of not more than 
$10,000, by imprisonment for not more than five years, or both. 

(ec) Whoever, being connected in any capacity with the Corporation, (1) em- 
bezzles, abstracts, purloins, or willfully misapplies any moneys, funds, securities, 
or other things of value, whether belonging to it or pledged or otherwise 
entrusted to it; or (2) with intent to defraud the Corporation or any other 
body politic or corporate, or any individual, or to deceive any officer, auditor, 
or examiner of the Corporation, makes any false entry in any book, report, or 
statement of or to the Corporation, or, without being duly authorized, draws any 
order or issues, puts forth, or assigns any note, debenture, bond, or other obliga- 
tion, or draft, bill of exchange, mortgage, judgment, or decree thereof; or (3) with 
intent to defraud, participates, shares, receives, directly or indirectly, any money, 
profit, property, or benefit through any transaction, loan, commission, contract, 
or any other act of the Corporation; or (4) gives any unauthorized information 
concerning any future action or plan of the Corporation which might affect the 
value of securities, or having such knowledge, invests or speculates, directly or 
indirectly, in the securities or property of any company, bank, or corporation 
receiving loans or other assistance from the Corporation, shall be punished by a 
fine of not more than $10,000 or by imprisonment for not more than five years, 
or both. 

(d) No individual, association, partnership, or corporation shall use the words 
‘Reconstruction Finance Corporation” or a combination of these three words, as 
the name or a part thereof under which he or it shall do business. Every indi- 
vidual, partnership, association, or corporation violating this prohibition shall be 
guilty of a misdemeanor and shall be punished by a fine of not exceeding $1,000 
or imprisonment not exceeding one year, or both. 

(e) The provisions of sections 112, 113, 114, 115, 116, and 117 of the Criminal 
Code of the United States (U. 8. C., title 18, ch. 5, sees. 202 to 207, inclusive), 
insofar as applicable, are extended to apply to contracts or agreements with the 
Corporation under this Act, which for the purposes hereof shall be held to include 
loans, advances, discounts, and rediscounts; extensions and renewals thereof; and 
acceptances, releases, and substitutions of security therefor. 
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Sec. 12. The Corporation is authorized to exercise the functions, powers, duties, 
and authority transferred to the Corporation by Public Law 109, Seventy-ninth 
Congress, approved June 30, 1945, but only with respect to programs, projects, 
or commitments outstanding on June 30, 1947. 

Sec. 13. If any provision of this Act or the application of such provision to 
any person or circumstances shall be held invalid, the validity of the remainder 
of this Act, and the applicability of such provision to other persons or circum- 
stances, shall not be affected thereby. 

* * * * * * * 

(c) Except as otherwise provided in this Act, the liquidation of assets and winding 
up of affairs of the Reconstruction Finance Corporation shall be carried out as ex- 
peditiously as possible in accordance with the provisions of sections 9 and 10 of the 
Reconstruction Finance Corporation Act. The unused balance of the moneys be- 
longing to the Corporation required by such sections to be paid into the Treasury 
shall be used exclusively for the reduction of the public debt. 

(d) In the exercise of his powers and functions under section 10 of the Reconstruc- 
tion Finance Corporation Act, the Secretary of the Treasury shall not extend the 
maturity of or renew any loan made, or securities and obligations purchased, by the 
Reconstruction Finance Corporation beyond the date provided in the loan contract 
or other agreement or commitment, but the Secretary may, in aid of orderly liquida- 
tion, exercise a sound discretion in respect of the time which shall be allowed any 
obligor of the Reconstruction Finance Corporation to make interim payments on an 
outstanding obligation. 

(e) The Secretary of the Treasury is authorized to incur and pay out of the funds 
of the Corporation all administrative expenses necessary to carry out the functions 
vested in him as a result of the enactment of this Act. Such expenses shall be limited 
to and charged against amounts made available to the Corporation or to the Secretary 
of the Treasury in appropriation Acts for applicable administrative expenses, which 
amounts shall not include any sums transferred to an officer or agency of the Gov- 
ernment, other than the Secretary of the Treasury, under sections 3 and 4 of this 
Act. The activities engaged in by the Secretary of the Treasury as a result of the 
enactment of this Act shall continue to be subject to the provisions of the Government 
Corporation Control Act. 

Sec. 3. Effective one hundred and twenty days after the date of enactment of this 
Act, all the functions, powers, duties, and authority of the Reconstruction Finance 
Corporation with respect to the administration and supervision of the rubber program 
(Rubber Act of 1948, as amended), the tin program (Public Law 125, Eightieth Con- 
gress, as amended), and the abacd program (Public Law 683, Eighty-first Congress), 
together with all properties, assets, funds, contracts, loans, liabilities, commitments, 
authorizations, allocations, personnel, and records primarily related to the exercise of 
such functions, powers, duties, and authority are hereby transferred to the Secretary 
of Commerce. Except as specifically provided herein this section shall not be con- 
strued to modify or repeal any of the Acts under which such programs are carried out. 

Sec. 4. The President may transfer to the Secretary of the Treasury, the Federal 
Reserve banks, or any existing department, agency, official, or corporation of the 
Government he may designate, or to a new agency (other than a corporation), the 
functions, powers, duties, and authority conferred by him on the Reconstruction 
Finance Corporation under section 303 of Executive Order 10161, dated September 9, 
1950 (15 F. R. 6105), with respect to the production defense loan program authorized 
by section 302 of the Defense Production Act of 1950, together with all assets, funds, 
contracts, loans, liabilities, commitments, authorizations, allocations, personnel, and 
records primarily related to the exercise of such functions, powers, duties, and 
authority. In the event that the President does not transfer such functions, powers, 
duties, and authority within one hundred and twenty days after the enactment of this 
Act, such functions, powers, duties, and authority, together with all assets, funds, 
contracts, loans, liabilities, commitments, authorizations, allocations, personnel, 
and records primarily related to the exercise of such functions, powers, duties, and 
authority, are transferred to the Secretary of the Treasury. The Secretary shall 
exercise such functions, powers, duties, and authority until such time as the President 
shall otherwise provide in the manner hereinbefore prescribed. The Reconstruction 
Finance Corporation shall continue to exercise such functions, powers, duties, and 
authority in accordance with such Executive order until the President makes the 
transfer authorized by this section, or one hundred and twenty days after the date of 
enactment of this Act, whichever shall occur first. 

Sec. 5. (a) The Reconstruction Finance Corporation shall continue to exercise its 
functions, powers, duties, and authority under section 409 of the Federal Civil Defense 
Act of 1950 until one hundred and twenty days after the date of enactment of this Act. 
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(b) Effective one hundred and twenty days after the date of enactment of this Act, 
all functions, powers, duties, and authority of the Reconstruction Finance Corporation 
under section 409 of the Federal Civil Defense Act of 1950, together with all assets, 
funds, contracts, loans, liabilities, commitments, authorizations, allocations, person- 
nel, and records primarily related to the exercise of such functions, powers, duties, and 
authority, are transferred to the Secretary of the Treasury, and shall be performed, 
exercised, and administered by the Secretary in accordance with the provisions of such 
section. 

Sec. 6. Within one hundred and twenty days after the enactment of this Act, the 
Reconstruction Finance Corporation is authorized and directed to transfer to the 
Department of the Atr Force, without reimbursement, Plancor 2304, consisting of an 
industrial plant at North Grafton, Massachusetts, together with all improvements and 
appurtenant facilities, and the machinery, equipment, and other personal property 
accessory thereto except inventories of raw materials and work in progress. 

Sec. ?. No suit, action, or other proceeding lawfully commenced by or against the 
Reconstruction Finance Corporation shall abate by reason of the termination of succes- 
sion of the Corporation; but the court may, on motion or supplemental petition filed 
at any lime within twelve months after the date of such termination of succession and 
showing a necessity for a survival of such suit, action, or other proceeding to obtain a 
settlement of the questions involved, allow the same to be maintained by or against the 
officer or agency of the Government performing the functions with respect to which any 
such suit, action, or other proceeding was commenced. 

Sec. 8. (a) Upon the termination cf succession of the Reconstruction Finance Cer- 
peration the Administrator of the Reconstruction Finance Corporation shall make a 
full report to the Congress. 

(b) During such period of time as the Secretary of the Treasury shall be engaged in 
liquidating the assets and winding up the affairs of the Reconstruction Finance Corpo- 
ration, pursuant to section 10 of the Reconstruction Finance Corporation Act, he shall 
make quarterly reports to the Congress setting forth the progress of such liquidation and 
winding up of affairs. 

O 
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. Kem, from the Committee on Interstate and Foreign Commerce, 
submitted the following 


REPORT 


[To accompany 8S. 509] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (S. 509) to amend the Migratory Bird Hunting Stamp 
Act of March 16, 1934 (48 Stat. 451; 16 U.S. C. 718b), as amended, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the bill as amended do pass. 

The purpose of this bill is to permit a larger share of the migratory- 
bird conservation fund (the duck-stamp fund) to be used for enforce- 
ment and administrative purposes. 

Existing law provides that 90 percent of the special fund received 
from the sale of migratory-bird hunting stamps may be used for 
acquisition, maintenance, and development of wildlife refuges, while 
only 10 percent of the fund may be used for enforcement and adminis- 
tration of the Migratory Bird Hunting Stamp Act, the Migratory 
Bird Conservation Act, and the Migratory Bird Treaty Act. This 
bill, as amended by your committee, will permit the Fish and Wildlife 
Service to use 85 percent of this special fund for acquisition, mainte- 
nance, and development purposes, and not to exceed 15 percent of the 
fund for enforcement and administrative purposes. The 15 percent 
for enforcement and administration purposes provided in the amended 
bill compares with 10 percent under the existing law. This bill will 
therefore increase funds presently available for law enforcement and 
administration purposes by 50 percent. It is estimated that if the 
bill is passed as amended an additional sum of approximately $200,000 
per year will be available for law enforcement and administration. 

The Assistant Secretary of the Interior has pointed out, in a letter 
recommending enactment of this legislation, that when the Hunting 
Stamp Act was passed in 1934, and for many vears thereafter, the 
populations of birds and the number of the hunters were at such levels 
that proper enforcement of the Migratory Bird Treaty Act regulations 
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did not present the acute problems existing today. In the last 5 or 
6 years the amount of hunting has increased greatly. In contrast, 
the populations of migratory birds, which were substantially increased 
from 1939 to and including 1944, showed a striking decline down to the 
last season. While this immediate problem may or may not continue 
for any length of time, it is likely to recur from time to time, and some 
flexibility in the use of the migratory-bird conservation fund for 
enforcement purposes, as well as for use in the development and 
maintenance of wildlife refuges, should be provided. The legislation 
here proposed would provide this desirable flexibility by raising a 
limitation which has in the past interfered with efficient management 
of waterfowl. 
NEED FOR THE LEGISLATION 


Convincing testimony in support of this proposal to make available 
for enforcement purposes a greater share of the duck-stamp fund was 
submitted by Clarence Cottam, Assistant Director of the Fish and 
Wildlife Service, and by Jesse Thompson, Chief of the Branch of 
Game Management of that Service. Dr. Cottam stated during the 
hearings that, in spite of the advance in conservation education and 
a growing awareness of the need for additional protection, unnecessary 
losses in game due to the illegal take have increased in direct propor- 
tion to hunting pressure. The hunting pressure on migratory water- 
fowl increased approximately 400 percent from 1936 to 1950. In 
1936, 448,000 duck stamps were sold. By 1950, annual sales of duck 
stamps had climbed to approximately 2,000,000, causing a serious 
enforcement problem. 

According to Dr. Cottam, it is the considered opinion of most game 
administrators that a marked reduction in violations, brought about 
by a greater emphasis on game law enforcement, will increase the 
available supply of game by some 20 percent within a comparatively 
short period of time, especially with respect to waterfowl. Basically, 
migratory-bird populations are dependent for the most part on the 
number of mated birds which return to the nesting grounds each 
spring. The abolition of market hunting, preseason and postseason 
hunting, and the reduction of violations through enforcement and 
education during the season will be reflected by increased numbers of 
ducks and geese. The following year an increase in the waterfowl 
population will, in turn, permit longer seasons, greater bag limit, and 
a lessening of restrictions, all of which will benefit the legitimate 
hunter. 

SUPPORT FOR THE LEGISLATION 


5. 509 was introduced at the request of the International Associa- 
tion of Game, Fish, and Conservation Commissioners, and it has that 
organization’s hearty support. It is also strongly urged by the Na- 
tional Wildlife Federation with its affiliated organizations in 41 States, 
the Wildlife Management Institute, the Outdoor Writers Association, 
and the Izaak Walton L seague. Letters in support of the legislation 
have been received from a number of the State fish and game com- 
missions. It is evident to your committee that the bill has the ap- 
proval generally of sportsmen throughout the country. The Depart- 
ment of the Interior recommends enactment, and the Department of 
Justice, the General Accounting Office, and the Bureau of the Budget 
state that they have no objection. 
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Your committee desires to emphasize the fact that all of the moneys 
in the duck-stamp fund are furnished by the duck hunters themselves. 
If this legislation is enacted into law, thus permitting a le -ger share of 
the fund to be used for enforcement purposes, it is expected that field 
agents skilled in game-enforcement work will be employed so that this 
ees in fact may not be used primarily for the relief of “lame 
ducks.” 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets; new matter is printed in italics; existing 
law in which no change is proposed is shown in roman): 


Micratory Brrp Huntine Stamp Act as AMENDED (48 Star. 451, 
16 U.S. C. 718) 
* * * * * * * 


Sec. 4. All moneys received for such stamps shall be accounted for by the 
Post Office Department and paid into the Treasury of the United States, and 
shall be received and set aside as a special fund to be known as the migratory 
bird conservation fund, to be administered by the Secretary of the Interior. 
All moneys received into such fund are hereby appropriated for the following 
objects and shall be available therefor until expended. 

(a) Not less than [90] 85 per centum shall be available for the location, 
ascertainment, acquisition, administration, maintenance, and development of 
suitable areas for inviolate migratory-bird sanctuaries, under the provisions of 
the Migratory Bird Conservation Act, to be expended for such purposes in all 
respects as moneys appropriated pursuant to the provisions of such act; for the 
administration, maintenance, and development of other refuges under the ad- 
ministration of the Secretary of the Interior, frequented by migratory game birds; 
and for such investigations on such refuges and elsewhere in regard to migratory 
waterfowl as the Secretary of the Interior may deem essential for the highest 
utilization of the refuges and for the protection and increase of these birds: 
Provided, That in the discretion of the Secretary of the Interior not to exceed 
25 per centum at any one time, of any area acquired in accordance with the 
provisions of this Act, may be administered primarily as a wildlife-management 
area not subject to the prohibitions against the taking of birds, or nests or the eggs 
thereof, as contained in section 10 of the Migratory Bird Conservation Act of 
February 18, 1929 (45 Stat. 1222: 16 U. S. C. 715i), as amended, except that no 
such area shall be open to the shooting of migratory birds when the population of 
such birds frequenting the area or in the migrations utilizing such area is on a 
decline, nor prior to July 1, 1952, or the date upon which the same has been fully 
developed as a management area, refuge, reservation, or breeding ground, which- 
ever is later. 

(b) The remainder shall be available for expenses in enforcing and in executing 
this Act, the Migratory Bird Conservation Act, the Migratory Bird Treaty Act, 
and any other Act to carry into effect any treaty for the protection of migratory 
birds, including personal services in the District of Columbia and elsewhere, and 
also including advance allotments to be made by the Secretary of the Interior 
to the Post Office Department at such times and in such amounts as may be 
mutually agreed upon by the Secretary of the Interior and the Postmaster General 
for direct expenditure by the Post Office Department for engraving, printing, 
issuing, selling, and accounting for migratory-bird hunting stamps and moneys 
received from the sale thereof, personal services in the District of Columbia and 
elsewhere, and for such other expenses as may be necessary in executing the duties 
and functions required of the Postal Service by this Act: Provided, That the pro- 
tection of said inviolate migratory-bird sanctuaries shall be, so far as possible, 
under section 17 of the Migratory Bird Conservation Act of February 18, 1929. 
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PROYIDING FOR THE GREATER SECURITY AN D DEFENSE 
& OF THE UNITED STATES AGAINST ATTACK 


Juuty 17 (legislative day, JuNE 27), 1951.—Ordered to be printed 


Mr. Jonnson of Colorado, from the Committee on Interstate and 
Foreign Commerce, submitted the following 


REPORT 


(To accompany 8. 537] 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (S. 537) to provide for the greater security and 
defense of the United States against attack, and for other purposes, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the bill as amended do pass. 


PURPOSE OF BILL 


The purpose of the bill, as amended, is to grant authority to the 
President to control and use various types of electromagnetic equip- 
ment which emit radiations that can be used as navigational aids by 
enemy aircraft in an attack upon this country. Specifically, the 
proposed legislation amends section 606 (c) of the Communications 
Act to include all devices emitting electromagnetic radiations between 
10 kilocycles and 100,000 megacycles which are suitable for use as 
navigational aids beyond 5 miles. 


GENERAL STATEMENT 


Current concepts of warfare demonstrate the necessity to control 
electromagnetic radiations in the United States, its Territories and 
possessions, for the purpose of denying their use to a potential enemy 
as a navigational aid for piloted or pilotless aircraft or missiles directed 
at targets in the United States. Under the provisions of section 
606 (c) of the Communications Act of 1934, as amended, the President 
has power, under certain emergency conditions, to close, use, or control 
the radio stations and its apparatus and equipment. The data sub- 
mitted to this committee by the Defense Department has revealed 
that various types of electronic equipment not primarily intended for 
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communications purposes, may emit radiations which can be used for 
guiding enemy aircraft in an attack on this country and that it may be 
necessary to take emergency action to limit or control the operator 
of such device as part of any program to protect this country from 
such air raids. 

The original bill, S. 537, was introduced January 17, 1951, at the 
request of the Department of Defense with an urgent plea for speedy 
action. An executive hearing was held on January 24, at which time 
the Department of Defense presented classified testimony. Full open 
hearings were held on February 22 and 23, 19: 51, when members of 
the industry and appropriate Government agencies testified at le ngth. 
The data developed by the committee prior to and at the hearings 
revealed a sharp and violent difference between the industry and the 
Department of Defense concerning the far-reaching effect of the 
provisions as set forth in the original bill, S. 537. The Radio-Tele- 
vision Manufacturers Association very forcefully demonstrated that 
many types of devices not suitable for navigational aids would be 
covered by the broad language of S. 537, such as an electric razor, 
neon signs, and oil heaters. This view was expressed by most of the 
witnesses who appeared before the committee. It was pointed up 
very clearly in the letter dated February 19, 1951 (text of letter below), 
submitted to the committee by the Federal Power Commission, 
commenting on the original bill, S. 537. 

In addition, the original bill, S. 537, would expand the President’s 
authority to authorize him to exercise his powers ‘‘whenever he deems 
it advisable in the national interest.’”” The industry took strong 
exception to that provision as going far beyond the granting of war- 
time or national emergency powers. If enacted, it would permit the 
President, or any officer to whom he delegates the authority, to use 
or control any or all the broadcasting stations or electromagnetic 
devices in the country if be deemed it consistent with national security, 
regardless of whether there was a war, or a proclaimed national 
emergency. 

Under section 606 (c) of the Communications Act, the President 
may - rcise his power under any one of five situations. 

Under a proclaimed state of war; 

. Under a proclaimed threat of war; 
3. Under a proclaimed state of public peril or disaster; 
Under a proclaimed national emergency ; 
5. In order to preserve the neutrality of the United States. 

In view of the fact that the President had proclaimed the existence 
of a national emergency to exist in his proclamation of December 16, 
1950, the question of legislating an additional situation becomes 
largely theoretical at this time. The committee feels that it is not 
necessary to include such a provision because of the issuance of the 
proclamation of the President. He can exercise his powers, immedi- 
ately if he so directs, under section 606 (c) as amended, and authorize 
the appropriate agencies to make the necessary plans for the future. 

During the open hearing on February 22, 1951, a proposed amend- 
ment to section 606 (c) in lieu of S. 537 was prepared by the staff of 
the committee and submitted for consideration. All the interested 
parties including the Department of Defense were requested to 
comment upon the adequacy of the proposed amendment. The com- 
mittee held up action on the legislation until it received the comments 
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from the Department of Defense on June 27, 1951. The additional 
comments of the Department of Defense, Radio-Television Manu- 
facturers Association, National Association of Radio and Television 
Broadcasters, and the Federal Communications Commission all favor 
the amending of section 606 (c) as a more satisfactory approach. 
The committee feels that the general objectives set forth in S. 537 
can be satisfactorily accomplished by amending section 606 (c) as 
proposed in the amended bill. 

In order to be consistent and clarify any ambiguity that may exist 
concerning the situations under which the President may exercise his 
authority of 606 (c), the language “if he deems it necessary in the 
interest of national security or defense’? now found in section 606 (d) 
relating to the President’s power over wire communications is adopted. 
It is not believed that the addition of this language will in any way 
derogate from the President’s existing or proposed powers with 
respect to electromagnetic devices or equipment. It is felt however, 
that the addition of this language may be useful in helping to allay 
possible fears on the part of the industry that the powers being given 
to the President under provisions of section 606 (c) might be utilized 
in some improper manner 

The committee was impressed by the testimony of the industry 
concerning the establishment of some distance limitation on the types 
of devices which would be subject to Presidential control or use under 
the bill. The committee feels that this limitation is necessary in order 
to eliminate devices that have no practical navigational use and whose 
incidental sporadic radiations cannot be detected in any usable 
strength beyond a limited geographical radius. The Department of 
Defense recommended that the authority and control of section 606 (c) 
be limited to the devices capable of emitting electromagnetic devices 
which are suitable for use as a navigational aid beyond 5 miles. The 
committee adopted this limitation. 

The committee wishes to emphasize that its approval of the pro- 
posed legislation is in no way concerned with or intended to provide 
authority for censorship of radio and wire communications, the estab- 
lishment of priorities among users of electromagnetic equipment or 
the requisition of such equipment by the Government. Moreover, 
the committee desires to make it clear that the proposed legislation in 
no way indicates approval of a general policy of Government control 
or ownership of communications facilities or electromagnetic radia- 
tions devices coming within the purview of this bill. This legislation 
is necessary, however, to enable the President in particular instances 
immediately to control and use certain elec tromagnetic devices when 
emergency needs demand such immediate action. There is no law 
which now gives the President such power. The committee wishes 
to state further that the proposed legislation does not indicate doubt 
as to the willingness of the various companies and individuals who 
own and operate electromagnetic devices to cooperate with the 
Government. However, the difficulty of predicting the need and 
necessity of swift action in emergency purposes make it essential that 
authority be granted to the Executive for the taking of immediate 
and appropriate measures without having to negotiate the transaction 
and procure the assent of the individuals or companies involved. 

As in the case of radio, the owner of the devices used or controlled 
will be entitled to just compensation according to the provisions of 
section 606 (c) dealing with compensation. 
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The new proposed subsection (h) to section 606 incorporates a 
specific criminal sanction for violation of any of its provisions. 

All the Government agencies and members of the industry are 
generally in favor of the general objectives of the bill as amended. 
The reports from the principal agencies and members of the industry 
affected by this bill are set forth below. 


FEDERAL COMMUNICATIONS COMMISSION, 
Washington, D. C., February 19, 1941. 
Hon. Epwin C. JOHNSON, 
Chairman, Senate Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Dear SENATOR JOHNSON: The Commission is in receipt of your letter of 
January 18, 1951, requesting us to comment on 8. 537, a bill introduced by you at 
the request of the Department of Defense which would “provide for the greater 
security and defense of the United States against attack.’’ An examination of the 
bill reveals that it would authorize the President in time of war, national emer- 
gency, or when he deems it advisable in the interest of national security, to 
control the use by any person of any article of equipment capable of emitting any 
electromagnetic radiation between 10 kilocycles and 100,000 megacycles or to 
direct specified departments or agencies in the Federal Government to use such 
equipment. f 

The proposal makes clear that any such control or use of electronic equipment 
by the President or his delegate which it authorizes may be exercised only “‘to the 
extent that the President deems it necessary to minimize or prevent navigational 
aid to any foreign country in an attack on the United States.”’ It is not concerned 
with or intended to provide authority for censorship of radio and wire communi- 
cations, the establishment of priorities among users of electronic equipment, or 
the general requisitioning of such equipment by the Government. The bill gives 
the President discretion to determine the proper agency or persons to carry out the 
program envisaged by the proposed legislation, provides for just compensation to 
persons whose equipment is used by the Government in connection with the 
program; and provides for criminal penalties for knowing violations of the bill’s 
provisions or any regulations established pursuant to its terms. 

As the letter from the Secretary of Defense accompanying the submission of 
the instant proposal explains the instant legislation has been sponsored by the 
Department of Defense because of its belief that the present statutory authority 
given to the President by section 606 (c) of the Communications Act may not be 
sufficiently broad to cover the use and control of all types of electronic devices 
which they believe may be of aid to enemy aircraft in an attack upon the United 
States. As you are aware, section 606 (c) of the act presently authorizes the 
President in times of war or national emergency, such as that proclaimed by him 
to exist on December 16, 1950, to set aside the rules and regulations of the Com- 
mission pertaining to radio stations, to close any “station for radio communica- 
tions’ and to order the removal of its apparatus and equipment, or to authorize 
any department of the Government to use or control any such station or equip- 
ment. We believe that this authority is clearly broad enough to authorize the 
President to initiate such action as he may deem necessary to prevent the use 
of radio stations, licensed by the Commission or operated by any department or 
agency by the Federal Government, in any manner in which would aid the enemy 
in an air attack upon the United States. But since section 606 (c) of the Commu- 
nications Act is phrased in terms of the use, closure or control of “any station for 
radio communication” there is, as the Department of Defense has suggested, some 
doubt whether this section is applicable to all of the various types of electronic 
devices, particularly equipment not primarily intended for radio communications 
purposes which, in operation, may cause radiation of potential use by enemy 
airplanes. ; 

Moreover, it is believed that such authority as the Commission may already 
have over electronic devices not primarily intended to be used as a means for 
transmitting radio communications, pursuant to the provisions of section 301 of 
the Communications Act is not adequate for achieving the purposes of the instant 
legislation. For section 301 is couched in terms of the Commission’s licensing 
powers under title III of the act. And this licensing authority which expressly 
affords all licensees a right to be heard before they can be required to cease or 


GREATER SECURITY AND DEFENSE OF THE UNITED STATES 5 


modify their normal operation, and to appeal from any Commission determination 
made after hearing, clearly does not lend itself to the types of emergency control 
contemplated by the present proposal or to the necessary security precautions 
which would be an essential part of any such plan. 

The Department of Defense has affirmatively stated its belief that various 
types of electronic equipment, not primarily intended for communications pur- 
poses, may emit radiations which could be useful for guiding enemy aircraft in 
an attack on this country, and that it may be necessary to take emergency action 
to limit or control the operators of such devices as part of any program to protect 
this country from such air raids. In light of these representations, the Com- 
mission is in agreement with the Department of Defense that it would be advisable 
at this time to spell out, either in an amendment to the existing provisions of 
section 606 of the Communications Act or in separate legislation such as that 
provided in the instant proposal, the authority of the President to control and 
use all such radiation devices potentially useful to an enemy, so that necessary 
planning and preparatory activities can be undertaken immediately without any 
question as to the authority for such action. 

The Commission appreciates this opportunity to comment on this bill and 
will be pleased to provide any additional information concerning the problems 
involved in this legislation which it has available or to afford the committee 
with such other assistance in connection with this matter as you may desire. 
The Bureau of the Budget has advised us that it bas no objection to the sub- 
mission of these comments. 

By direction of the Commission. 

Paut A. WALKER, Acting Chairman. 





ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., January 23, 1951. 
Hon. Epwin C. JOHNSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

My Dear Mr. CuarrMan: I want to thank you, on behalf of the Department 
of Defense, for your promptness in introducing the draft of proposed legislation 
to provide for the greater security and defense of the United States against at- 
tack, and for other purposes (8. 537). 

I want to thank you, also, for the willingness expressed in your letter of Janu- 
ary 18 to hear the witnesses of the Department of Defense in both open and ex- 
ecutive session. 

As I mentioned in my letter of January 16 transmitting the proposed legisla- 
tion to you, the Department of the Air Force has been designated as the repre- 
sentative of the Department of Defense for this legislation. Under our legisla- 
tive procedures, we normally designate the military department having the pre- 
dominant interest in a given bill as the action agent of the Department of Defense 
as a whole, for purposes of representing the Department of Defense in connection 
with congressional hearings on the bill. The proposed Electromagnetic Radia- 
tion Control Act is a bill which was originally drafted by the Air Force, in pur- 
suance of its responsibility for the air defense of the United States. The bill, as 
submitted to you, has been approved by the Department of Defense and the 
Bureau of the Budget. 

In view of the Air Force’s great interest in speedy action on this bill, and in 
view of the willingness to hold hearings at an early date, as expressed in your 
recent letter, I am taking the liberty of calling your letter to the personal atten- 
tion of the Secretary of the Air Force, the Honorable Thomas K. Finletter, in 
order that he may get in touch with you for a further discussion of this matter. 

Sincerely, 
Marx Leva. 


ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., January 16, 1951. 
Hon. Epwin C. JoHNnson, 
Chairman, Senate Committee on Interstate and Foreign Commerce, 
Washington, D. C. 

Dear Mr. CuarrMan: There is forwarded herewith a draft of proposed legisla- 
tion, to provide for the greater security and defense of the United States against 
attack, and for other purposes. This proposal is a part of the Department of 
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Defense legislative program for 1951, and has been approved by the Bureau of the 
Budget. The Department of Defense recommends that it be enacted by the 
Congress at an early date. 

Purpose of the legislation.—The purpose of the proposed legislation is to provide 
the necessary Executive authority to control electromagnetic radiation, not only 
during hostilities or a proclaimed emergency, but also during time of strained 
international relationships when a surprise attack on the United States is a 
possibility. 

Current concepts of warfare and recent experience demonstrate the necessity 
to control electromagnetic radiation in the United States, its Territories and pos- 
sessions, during periods of critical international relationships, for the purpose of 
denying their use to a potential enemy for navigation of piloted or pilotless aircraft 
or missiles directed toward targets in the United States. The authority of this 
proposed legislation must be provided now in order that further planning and 
preparations may be completed so that Air Defense plans may be implemented 
without delay in the event of an air attack. It is requested that further justifica- 
tion for the urgent necessity of this legislation be given to you in secret session. 

Legislative references.—Some executive authority is provided by section 606 (c) 
of the Communications Act of 1934, as amended. However, it is believed that 
that authority is inadequate for the purpose stated above. 

Cost and budget data.—Section 3 provides for just compensation to the owner for 
use by a department or agency of the United States of any instrument, device, 
apparatus, or thing. It is impossible to estimate the extent of such compensation 
and the resulting cost to the Government. 

Department of Defense action agency.—The Department of the Air Force has been 
designated as the representative of the Department of Defense for this legislation. 

In accordance with a long-established custom, the Department of Defense sub- 
mitted to the Senate Committee on Armed Services a proposal identical with this 
proposal for consideration by the Eighty-first Congress. We have been informed 
that that earlier proposal was referred by the Committee on Armed Services to 
your committee. In view of the reierral of that earlier proposal to your commit- 
tee and in view of the urgency of this proposal, we are forwarding this proposal 
direct] to your committee for consideration. 

Sincerely yours, 
Marx Leva. 


THE SECRETARY OF COMMERCE, 
Ie bruary ?1, 1951. 
Hon. Epwin C. JoHNson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 


Dear Mr. CuarrMan: This letter is in further reply to your request of January 
18, 1951, for our comments concerning 8S. 537, a bill to provide for the greater 
security and defense of the United States against attack, and for other purposes. 

This bill would provide executive authority to control or use electromagnetic 
radiation whenever such control or use is deemed necessary to prevent or minimize 
navigational aid to any foreign country in an attack upon the United States. 

Although the terms of the bill are broad enough to inelude not only radio 
transmission devices but also such other equipment as eleetrodiathermy machines, 
radio receiving sets of the superheterodyne or superregenerative type, television 
receiving sets of the superheterodyne type, automobiles, and electric shavers, 
legislation of this nature would appear to be a necessary concomitant to a program 
for assuring the national security, and we therefore recommend its enactment. 

We have been informed by the Bureau of the Budget that there is no objection 
to this report. 

If we can be of further assistance, please call on us, 

Sincerely yours, 
Puiuie B, FLEMING, 
Acting Secretary of Commerce. 
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FEDERAL PowER COMMISSION, 
Washington, February 19, 1951. 
Hon. Epwin C. JOHNSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, B.C, 

Dear Senator Jonnson: This is in reply to your letter of January 18, 1951, 
requesting my comments on 8. 537, a bill to provide for the greater security and 
defense of the United States against attack, and for other purposes. 

This bill would not affect or involve any of the direct functions of the Com- 
mission, but it might have considerable effect upon the electric utilities, both 
publie and private. The bill intends to set up controls over all electromagnetic 
radiation between 10,000,000 and 100,000,000 kiloeveles. This range is all 
inclusive as it covers all wave lengths from 18 miles down to one-tenth of an inch. 

The electric utilities use such electromagnetic radiation for a wide variety of 
purposes. Perhaps the most common is for communication between key points 
of their systems, including the transmission of messages between supervisors 
and repair trucks. It is also used for telemetering, relay operation, line testing, 
fault location and the remote control of switches, lighting circuits, power plants, 
hot-water heaters, ete. 

Limitation of anv of the communication and related uses of the so-called 
carrier current might seriously affect electric utility system operation because 
communications, the remote contro! of electrical equipment, and automatic 
reports on its condition, are basic to all power transmission operations. 

Electromagnetic radiations within the ranges indicated are set up accidentally 
in the ordinary course of operation by many types of electrical equipment used 
by the power companies, such as the radiation from transmission lines produced 
by corona discharge or defective contact or by leakage over defective insulators, 
and transformer or switch bushings, etc. Electric utilities are doing all that they 
“an to control this type of radiation since they result in loss of power, but it is 
practically impossible to prevent. 

The Bureau of the Budget has no objection to the submission of this report. 

Sincerely yours, 
Tuomas C. BucHANAN, Acting Chairman. 


FEDERAL Civin DEFENSE ADMINISTRATION, 
Washington, D. C., February 21, 1951. 
Hon. Epwin C. JOHNSON, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Dear SENATOR JOHNSON: This letter is in reply to your request of February 15 
for comments on 8. 537, relating to the control of electromagnetic radiation in 
such manner as to prevent navigational aid in any attack on the United States. 

We have been somewhat concerned with the broad terms of the bill, inasmuch 
as our civil defense functions might be hindered by the administration of the law 
if the bill is passed. 

However, we have reviewed with General Ankenbrandt, Director of Com- 
munications, Department of the Air Force, our civil defense obligations in some 
detail. We have been assured through such discussions that our functions will 
not be impaired through the administration of the law in the event the bill is 
enacted into law. 

In view of this, we are pleased to recommend the approval of the bill. The 
Bureau of the Budget has advised that there is no objection to the submission of 
this report. 

Sincerely, 
Minttarp CALDWELL. 





NATIONAL ASSOCIATION OF BROADCASTERS, 
Washington, D. C., February 28, 1951 
Hon. Epwin C. JoHNson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Dear SENATOR JOHNSON: This is in response to your request for my comments 
on the proposed amendment of section 606 (c) of the Communications Act, as 
drafted by the staff of your committee. 
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I stated at the hearing on 8S. 537 that on initial impression, the staff proposal 
seemed very similar to that which we would suggest. I believe that with slight 
modifications, it fully effectuates the purposes of the Department of Defense and 
provides the necessary Executive authority to control electromagnetic radiations. 

You will note that section 606 (c) seemingly gives the President the extraor- 
dinary powers to control radio communications, without the necessity of a 
proclamation, “in order to preserve the neutrality of the United States.” In 
the case of war, however, or a threat of war, a state of public peril or disaster, or 
other national emergency, a proclamation by the President is required. Since 
this is the situation presenting the least danger to the public, it leads me to suggest 
an amendment so as to make it clear that a proclamation of the threat to the 
neutrality is required before an exercise of the Executive powers of the section is 
authorized. This removes what may be regarded as an ambiguity in the section 
without changing its intent. 

A second suggestion for modification in the staff’s proposal pertains to the 
clause providing for just compensation to the owners of the instrumentalities 
which are controlled or used. I propose adding a phrase at the end of section 
606 (c) which spells out explicitly the proposition that the owner of a station or 
an clectromagnetic radiating device shall be entitled to receive just compensation 
when his instrumentality is controlled, used, or closed. The legislative history 
would indicate that this was the true intent of the section, and although ‘‘closing”’ 
is a method of “control,”’ for which just compensation is provided, I suggest that 
the provision be specifically included. 

The loss resulting to the broadcaster from the closing of his station would be as 
great, if not greater, than the loss resulting from other methods of governmental 
control or use. The broadcaster’s livelihood depends not only on his physical 
equipment, but more importantly on the circulation he is able to establish by his 
skillin programing. If he is put off the air, his investment in his tangible property 
is unproductive, and he also suffers loss of good will, audience circulation, and 
sponsor support, all of which have been difficult to establish, and consequently, 
are. dependent on continuous, uninterrupted broadcast service to maintain. 
Therefore, I believe that, in all fairness to the broadcasters, this compensation 
provision should he amended, as I have indicated, in order to be more explicit. 

With the above modifications in the staff’s draft, my suggestion for an amend- 
ment to section 606 (c) is as follows: 

“Sec. 606. (c) Upon proclamation by the President that there exists war or a 
threat of war, or a threat to the neutrality of the United States, or a state of public 
peril or disaster or other national emergency, [or in order to preserve the neu- 
trality of the United States] the President 7f he deems it necessary in the interest of 
national security or defense, may suspend or amend, for such time as he may see fit, 
the rules and regulations applicable to any or all stations or devices capable of 
emitting electromagnetic radiations within the jurisdiction of the United States as 
prescribed by the Commission, and cause the closing of any station for radio com- 
munication, or any device capable of emitting electromagnetic radiations between 10 
kilocycles and 100,000 megacycles, and the removal therefrom of its apparatus and 
equipment, or he may authorize the use or control of any such station or device 
and/or its apparatus and equipment, by any department of the Government 
under such regulations as he may prescribe upon just compensation to the owners 
for such use and/or loss resulting from such closing or control.” 

In order to take care of the penalty provision which was discussed at the hearing, 
a very simple amendment of section 502 of the Communications Act would ac- 
complish this result. By striking from that section the three words “by the Com- 
mission”’ at line 2, any violation of section 606 (c) falls within its terms. 

To assure the applicability of section 301 of the act to persons other than 
licensed operators of broadcast stations, an amendment to section 3 of the Com- 
munications Act would suffice. This could be accomplished by including within 
that section a definition of radio to cover those incidental electromagnetic radia- 
tions of devices not intended primarily for communication. Section 3 defines 
‘radio communication” and “transmission of energy by radio,”’ but it contains 
no definition of ‘‘radio”’ as such. 

The National Association of Broadcasters appreciated the opportunity of being 
heard by the committee, and I thank you for the privilege of making suggestions 
on the staff’s proposal. 

If we can be of any assistance to you or your committee, please do not hesitate 
to call upon us. 

Sincerely yours, 
Justin MILLER. 
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FEDERAL COMMUNICATIONS COMMISSION, 
Washington, D. C., February 28, 1961. 
Hon. Epwin C. JoHNson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

DEAR SENATOR JOHNSON: During the course of hearing on 8S, 537 on Wednesday, 
February 21, 1951, you submitted for consideration of the interested parties a 
redraft of the bill which had been prepared by the staff of your committee. By 
the terms of this redraft, the proposed legislation, authorizing the President to 
control or use devices emitting electromagnetic radiations capable of being 
utilized by an enemy for navigational purposes would be recast in the form of an 
amendment to section 606 (c) of the Communications Act of 1934. At the same 
time, you requested that the Commission inform your committee whether, if the 
proposed legislation was redrafted as an amendment to section 606, it might not 
be also necessary to adopt an additional amendment to section 606 expressly 
spelling out criminal sanctions for violation of any orders issued pursuant to 
exercise of Presidential authority under that section. And finally you requested 
the Commission to consider the possibility of adopting an additional amendment, 
similar to that suggested by the witnesses appearing on behalf of the Radio and 
Television Manufacturers Association, which would establish some distance 
limitation on the types of devices which would be subject to the President’s control 
and use under the proposal. 

The Commission has given careful consideration to these matters and believes 
that it is not only possible to accomplish the desired objectives of S. 537 through 
an amendment to section 606 of the Communications Act, but also that the 
revision suggested by your staff would accomplish such objectives. However, we 
also believe that there is some merit in the proposition advanced by the Radio 
and Television Manufacturers Association that since no practical navigational use 
can be made of devices whose incidental and sporadic radiations are not capable 
of being detected in any usable strength beyond a limited geographical radius, 
it might be advantageous to allay any fears that any control over such devices 
is contemplated by expressly limiting the devices, other than stations for radio 
communications, which the President would be authorized to close, control or 
use, to those which are suitable for use as a navigational aid beyond some fixed 
distance. Furthermore, we believe that any fear of possible abuse of the new 
authority which would be given to the President can be further diminished by 
striking the words ‘‘capable of’? from the proposed new language to be added to 
the section so that it would refer to devices actually emittifig radiations rather 
that devices capable of such emissions. The Commission, therefore, would 
suggest that section 606 (c) of the Communications Act could be amended, as 
set forth below, to accomplish the salutary objectives of the proposed legislation: 

“Sec. 606. (c) Upon proclamation by the President that there exists war or a 
threat of war, or a state of public peril or disaster or other national emergency, 
or in order to preserve the neutrality of the United States the President, if he 
deems it necessary in the interest of national security or defense, may suspend or 
amend, for such time as he may see fit, the rules and regulations applicable to 
any or all stations or devices which emit electromagnetic radiations within the 
jurisdiction of the United States as prescribed by the Commission, and cause the 
closing of any station for radio communication, or any device which emits electro- 
magnetic radiations between 10 kilocycles and 100,000 megacycles which is suitable 
for use as a navigational aid beyond — miles, and the removal therefrom of its 
apparatus and equipment, or he may authorize the use or control of any such sta- 
tion or device and/or its apparatus and equipment, by any department of the gov- 
ernment under such regulations as he may prescribe upon just compensation to 
the owners.’”’ [Proposed new language in italics.] 

We have not suggested any specific distance limitation since it is believed 
that this is a matter concerning which the Department of Defense is better able 
to furnish your committee with appropriate information. 

It must be emphasized that while the Commission does not object to spelling 
out a geographical limitation upon the type of devices which could be controlled 
by the President under section 606 (c), insofar as they might be of navigational 
aid to an enemy of the United States, no such fixed distance limitation can be 
placed upon the types of devices which, as the result of their capacity for the 
‘transmission of energy by radio’? may cause interference to established com- 
munications facilities and which are, as a result, subject to ordinary Commission 
regulation pursuant to the provisions of section 301 of the Communications Act. 
It is clear that devices capable of emitting electromagnetic radiations which are 
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too sporadic and intermittent to be used effectively as a navigational aid or 
which are not useful as such an aid because of their mobile character or limited 
range may, nevertheless, cause substantial interference to other established 
communications facilities. It is imperative, therefore, that no restriction on the 
President’s power to control such devices under section 606, insofar as they may 
be of navigational aid to an enemy, be interpreted as imposing any similar re- 
strictions upon the Commission’s authority over such devices under its licensing 
powers pursuant to section 301. And since these licensing powers are subject to 
the general procedural safeguards of the Communications Act and the Adminis- 
trative Procedure Act, it is clear that any necessity for such a restriction with 
respect to section 606 does not apply to section 301. 

With respect to your inquiry relating to the advisability of adopting an addi- 
tional amendment to section 606 imposing criminal sanctions for the violations of 
any order issu@éd pursuant to the exercise of the Presidential authority under this 
section, the Commission is of the opinion that such an amendment should be 
adopted since there exists a question as to whether there is any‘criminal sanction 
for willful or knowing violation of orders issued pursuant to the existing authority 
of the President under section 606; addition of the proposed new authority over 
electronic devices, not primarily intended for communications purposes, makes it 
desirable that sanctions for violations of orders and other authority exercised 
under section 606 be expressly spelled out in that section. 

None of the specific subsections of section 606 contain, in themselves, any 
criminal sanction or penalty, nor is there any one criminal provision expressly 
applicable to section 606 as a whole. It is therefore necessary to look to the 
general criminal provisions of the Communications Act which are found in sec- 
tions 501 and 502, in order to determine whether and to what extent these general 
provisions are applicable to the exercise of the President’s authority under section 
606. Section 501 makes it a felony, punishable by a fine up to $10,000, or im- 
prisonment up to 2 years, for any person to willfully and knowingly do anything 
‘in this act prohibited or declared to be unlawful’ or to fail to do anything “‘in 
this act required to be done”’ or to cause or suffer ‘‘such omission or failure.” 
It is to be noted, however, that none of the provisions of section 606, in andof 
themselves, require anybody to do anything, or to refrain from doing anything; 
instead they authorize the President, or his delegate, to take certain types of 
action. Thus, for example, if the President ordered a radio station to be closed, 
or if, pursuant to the proposed new language, the President’s delegate ordered the 
operators of certain types of electronic equipment to refrain from operating such 
equipment during the hours in which an air raid is in progress, it could be argued 
that persons refusing to comply with such orders are doing nothing prohibited 
by or declared unlawful “‘in this act’”’ or refusing to do things “‘in this act required 
to be done.”’ Thus, it is possible that violations of orders made pursuant to the 
exercise of the President’s authority under section 606 would be held not to be in 
violation of section 501 of the Communications Act. 

The other criminal provision of the Communications Act, section 502, would 
appear to be even more doubtful of application. This section makes it a mis- 
demeanor, punishable by a fine of $500 for each day of offense for any person who 
willfully or knowingly violates any ‘‘rule or regulation, restriction or condition 
made or imposed by the Commission under the authority of this act * * * 
or made or imposed by any international or wire communications treaty or con- 
vention. * * *” The difficulty with this provision is that, except for viola- 
tions of treaty regulations, not relevant to the present discussion, it.is restricted 
to violations of rules and regulations ‘‘made or imposed by the Commission under 
the authority of this act.’’ In view of the strict construgtion of any criminal 
sanction in any statute, it is possible that any order or rule issued pursuant to the 
exercise of the President’s authority under section 606 of the act may not be 
considered to be one ‘‘made or imposed by the Commission under the authority 
of this act.”” For even if the rule or order were formally issued by the Commission, 
operating pursuant to the direction or authority of the President, it may be 
considered incongruous to hold that violation of a rule, regulation, restriction or 
condition prescribed by the Commission under delegation of authority from the 
President would be a criminal offense where it would not be a criminal offense to 
violate the same kind of rule, regulation, restriction or condition if issued by the 
President himself or by any other Presidential delegate. 

It is recommended, therefore, that a new subsection should be written into 
section 606 incorporating an express criminal sanction for any violation of any of 
its provisions. Proposed language to accomplish this objective is set forth below. 
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‘“(h) Any person who willfully and knowingly does or causes or suffers to be done 
any act, matter, or thing prohibited or declared to be unlawful pursuant to the 
exercise of the President’s powers and authority under this section or who willfully 
and knowingly omits or fails to do any act, matter, or thing which he is required 
to do pursuant to exercise of the President’s powers and authority under this 
section or who willfully and knowingly causes or suffers such omission or failure 
shall, upon conviction thereof, be punished for such offense by a fine of not more 
than or by imprisonment for a term of not more than years, or both.’’ 

The Commission appreciates this opportunity to comment further on 8. 537 
and will, of course, be available to afford you or vour committee’s staff such ad 
ditional assistance as you may desire. 

By direction of the Commission. 


PauL A. WALKER, Acting Chairman. 


WHEELER & WHEELER, 
Washington, D. C., March 6, 1951 
Hon. Epwin C. JOHNSON, 
Chairman, Senate Interstate and Foreign Commerce Comm 
United States Senate, Washington, >: -¢F. 


DraR SENATOR: In accordance with your request, I am transmitting herewitl 
two alternative drafts of amendment of section 606 (c) of the Communications 
Act of 1934, as amended. While both alternatives are intended to achieve t!} 
same basic purpose of granting the President ample, but not necessary broad, 
emergency powers, amendment No. 1 seems to us to be better designed and 
drafted to achieve that purpose. We would not, however, object to amendment 
No. 2, which follows the pattern of that drafted by the committee’s staff at the 


hearings on 8. 537 held February 21, 1951. 

Amendment No. 1 of section 606 (c) does not alter existing emergency powers WV 
respect to radio stations. We share the belief of the Federal Communications 
Commission “‘that this authority (sec. 606 (c)) is clearly broad enough to authorize 
the President to initiate such action as he may deem necessary to prevent the 





use of radio stations licensed by the Commission or operated by any department 
or agency of the Federal Government, in any manner in which it would aid the 
enemy in an air attack upon the United States” (hearings, p. 8). The problem, 


as stated both by the Commission and by the Air Force through General Anken- 
brandt, is to give the President, in time of emergency, control of anv electro- 
magnetic radiation device useful to the enemy as a navigational aid. This is done 
in amendment No. | by the simpl and direct expedient of expanding the emer- 
gency Presidential powers of section 606 (c) to include powers over such devices. 
The language is designed to grant to the President all power required, while pro- 
tecting the public and the industrial and economic life of our country against 
unnecessary and possibly arbitrary action. 

As pointed out by Dr. Baker, there are certain requirements requisite to enemys 
use of an electromagnetic emission as a direction-finding device, including the 
following: 

(a) The geographical position of the emitting source must be known and 
fixed. 

b) The radiating source must be identifiable. 

(c) The strength of the received signal must be great enough to override 
static and noise originating in the receiver circuits. 

d) The radiated signal must be of a frequency giving rise to a minimum 
of directional propagation errors, and within a range where efficient receivers 
can be constructed. 

(e) The radiation must be steady and more or less continuous in nature. 

These qualifications eliminate as possible aids to navigation any device in 
general use by the public in which low-power radiation is an incidental charac- 
teristic. As stated by Dr. Baker, any plane or missile attempting to home on a 
device in general use by the public would be so confused as to which of the de- 
vices to use that homing would be impossible. In our amendment No. 1 we 
have, however, recognized the possibility that a device in general use might be 
turned into a radiator of sufficient power to be usable as a navigational aid, and 
provided that such a device shall, when used or intended for use as a navigational 
aid, be subject to the control provisions of the act. 

Purposeful transmissions for navigation, as Dr. Baker’s testimony showed, 
employ power in the range of 1 to 25 kilowatts and their ranges are in the order 


I 
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of 50 to 200 miles. Any plane or missile which might use an electromagnetic 
radiation as a navigation aid would be traveling at such a very high speed that 
unless the radiations were of sufficient strength at a considerable distance, the 
enemy plane or missile could not operate its direction-finding equipment fast 
enough to obtain definite fixes. The power radiated incidentally by devices not 
fundamentally intended as radiators usually is in the order of a fraction of a watt, 
and would not be usable as a navigational aid beyond a distance of 5 miles. Accord- 
ingly, we have excluded from the control provisions of amendment No. 1 devices 
which do not emit radiations suitable as a navigational aid beyond 5 a 

As indicated previously, no electromagnetic radiating device is usable as a 
navigational aid if its geographical position is not known and fixed and its radiation 
steady and more or less continuous in nature. Therefore, we have also specifically 
eliminated devices of this category from the coverage of section 606 (c). I wish 
again to emphasize, however, that we have provided that such devices when in fact 
used or intended for use as a navigational aid in an attack upon the United States 
are subject to control. 


Dr. Baker’s testimony disclosed that the following devices are useless as naviga- 
tional aids: 


1. All receivers because of low power, diffuse location, and intermittent 
usage. 

2. Medical or therapeutic equipment because of unknown location and 
intermittent use. 

3. All mobile equipment, ground and air, because of variable location. 

4. High-frequency furnaces because of unknown location. 

5. Radio frequency control gear because of unknown location. 

6. Carrier current devices where it is impossible to define the source 
of the signal. 

7. Narrow beam relay transmissions, unless the radiated beam is used 
and the radiations can be located geographically. These transmitters do not 
identify themselves over the air. 

We believe that by amendment No. 1, we have specifically eliminated the 
foregoing devices from the control provisions of section 606 (c) while granting to 
the Executive such power as he may require to contro] devices usable as naviga- 
tional aids by an enemy in an attack upon the United States. 

x ndment No, 2, while intended to achieve the same purpose as amendment 
No. 1, follows the framework of the amendment proposed by the commiftee’s 
a 

A proviso clause is added to the staff’s proposal to limit the Presidential power 
over devices to those suitable as navigational aids. The reasons for the limitation 
are those explained in our discussion of amendment No. 1 

As pointed out in the testimony of the RTMA witnesses, a bombing mission 
in an attack upon the United States would set its initial course and fly at a very 
high altitude above the weather. It would use celestial navigation or radiation 
from abroad to guide its course toward its target in this country. As it approached 
the target, because of the superiority of radar for pin-pointing a target, an enemy 
plane would not use electromagnetic emissions emanating from this country as a 
navigational aid nor would electromagnetic emissions be used for the guidance 
of missiles directed against the United States. 

In view of these facts, Congress should go slowly in granting to the Executive 
the sweeping powers set forth in 8. 537 or contained in 606 (c) as first proposed 
to be amended. Control over at least one daily act of every citizen should not 
be voted unless there is a defense requirement commensurate with such far- 
reaching power over all of us. We believe the testimony fails to reveal such a 
defense requirement. Should the committee find such a requirement exists, it 
should eliminate from the bill all devices not usable as navigational aids. Where 
there is neither established nor imaginable defense need, we believe it wholly 
unwise to grant power to the Executive to control the activities of most of us in 
our daily lives. Either amendment suggested grants the President all powers 
which the testimony reveals that he needs or might need by the widest stretch of 
imagination. The limitations upon the Executive power are the minimum needed 
for the protection of our ordinary pursuits against unnecessary invasion. 

Very truly yours, 

Rap1o-TELEVIsION MANUFACTURERS ASSOCIATION, 
By B. K. WHEELER, 
Wheeler & Wheeler, Special Counsel. 


A 
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SuGGEsSTED AMENDMENT No. 1—ComMmuNICcCATIONS Act or 1934 


Sec. 606. (c) Upon proclamation by the President that there exists war or a threat 
of war, or a state of public peril or disaster or other national emergency, or in 
order to preserve the neutrality of the United States, the President, if he deems 
it necessary in the interest of national security or defense, (1) may suspend or amend, 
for such time as he may see fit, the rules and regulations applicable to any or all 
stations within the jurisdiction of the United States as prescribed by the Com- 
mission, (2) may cause the closing of any station for radio communication and 
the removal therefrom of its apparatus and equipment, (3) may authorize the use 
or control of any such station and/or its apparatus and equipment by any depart- 
ment of the Government under such regulation as he may prescribe, upon just 
compensation to the owners, and (4) may, with respect to all devices capable of 
emitting electromagnetic radiations between 10 kilocycles and 100,000 megacycles, 
control, limit, or forbid their operation upon specific findings that such devices 
are capable of use as a navigational aid in the course of an attack upon the United 
States: Provided, That such devices (1) are not manufactured for general use by 
the public in which low power radiation is an incidental characteristic, (2) do not 
emit radiations suitable as a navigational aid at a distance beyond five miles, and 
(3) are not, by reason of their intermittency of operation or lack of identity with 
a fixed point source, or otherwise, inherently unsuitable for use as a navigational 
aid, unless such devices are in fact used or intended for use as a navigational aid 
in an attack upon the United States. 


Rapi1o-TELEVISION MANUFACTURERS ASSOCIATION. 





SUGGESTED AMENDMENT No, 2—CommunicaTions Act or 1934 


Sec. 606. (c) Upon proclamation by the President that there exists war or a 
threat of war, or a state of public peril or disaster or other national emergency, or 
in order to preserve the neutrality of the United States, the President, if he deems 
it necessary in the interest of national security or defense, may suspend or amend, 
for such time as he may see fit, the rules and regulations applicable to any or all 
stations or devices capable of emitting electromagnetic radiations within the jurisdic- 
tion of the United States as prescribed by the Commission, and cause the closing 
of any station for radio communication, or any device capable of emitting electro- 
magnetic radiations between 10 kilocycles and 100,000 megacycles, and the removal 
therefrom of its apparatus and equipment, or he may authorize the use or control 
of any such station or device and/or its apparatus and equipment, by any depart- 
ment of the Government under such regulations as he may prescribe upon just 
compensation to the owners, provided, however, that such stations or devices 
shall not include devices radiation from which is not suitable as a navigational 
aid at a distance beyond five miles. 


Rapio-TELEVISION MANUFACTURERS ASSOCIATION. 





DEPARTMENT OF THE AIR FORCE, 


Washington, June 27, 1951. 
Hon. Epwin C. JoHNsoN, 


Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

Dear Mr. CHatrMAN: I refer to your request for the views of the Department 
of Defense with respect to the proposed amendment to section 606 (c) of the 
Communications Act of 1934 for consideration as an alternate draft in lieu of 
S. 537. The Secretary of Defense has delegated to this Department the responsi- 
bility for expressing the views of the Department of Defense. 

The purpose of the proposed amendment to section 606 (c) is to provide more 
adequate Federal control in regard to all stations or devices capable of emitting 
electromagnetic radiations. 

The Department of Defense recommends the enclosed draft of a proposed 
amendment to section 606 (c) as a substitute for the amendment proposed by 
the Interstate and Foreign Commerce Committee and as an adequate substitute 
for S. 537. These changes would clarify and eliminate the objections voiced in 
the hearings on S. 537. 

It is recommended that consideration be given to inserting a new section to 606 

to be entitled “Section 606 (h).”” The purpose of the proposed additional sub- 
section would be to provide an adequate penalty clause in connection 


with a 
violation of section 606. 
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The Department of Defense is unable to estimate the fiscal effects of the pro- 
posed legislation. 

This report has been coordinated among the departments and boards of the 
Department of Defense in accordance with the procedures prescribed by the 
Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
KuGENE M. Zvuckert, 
Assistant Secretary of the Air Force. 


(Received by Interstate and Foreign Commerce Committee, June 28 1°51.) 


Sec. 606. (c) Upon proclamation by the President that there exists war or a 
threat of war or a state of public peril or disaster or other national emergency, or 
in order to preserve the neutrality of the United States, or in the interest of national 
defense, the President may (1) suspend or amend for such time as he may see fit 
rules and regulations applicable to any or all stations or devices emitting electro- 
magnetic radiations within the jurisdiction of the United States, as prescribed 
by the Commission, (2) regulate, prohibit or otherwise control the operation of 
any such station or of any such device emicting electromagnetic radiations 
between 10 kes and 100,000 mes which is suitable for use as a navigation aid 
beyond 5 miles, and remove from any such station or device any or all apparatus 
or equipment, or (3) authorize, upon just compensation to the owners, the use of 
any such station or device and its apparatus and equipment by any department 
or agency of the Government under such regulations as he may prescribe. 

Sec. 606. (h) Any person who willfully and knowingly does or causes or suffers 
to be done any act, matter or thing in violation of any regulation or order issued 
under this section, or who willfully and knowingly omits or fails to do any act, 
matter or thing required to be done by such regulation or order, or willfully and 
knowingly causes or suffers such omission or failure, shall, upon conviction 
thereof, if an individual, be fined not more than $10,000 or imprisoned not more 
than 5 vears, or both, and if a firm, partnership. association, or corporation be 
fined not more than $50,000. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXITX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (new matter is printed in italics, exist- 
ing law in which no change is proposed is shown in roman): 


THe Communications Act oF 1934 

Suc. G6 * * * 

(c) Upon proclamation by the President that there exists war or a threat of war, 
or a state of public peril or disaster or other national emergency, or in order to pre- 
serve the neutrality of the United States, the President, if he deems it necessary in 
the interest of national security or defense, may suspend or amend, for such time as 
he may see fit, the rules and regulations applicable to any or all stations or devices 
capable of emitting electromagnetic radiations within the jurisdiction of the United 
States as prescribed by the Commission, and may cause the closing of any station 
for radio communication, or any device capable of emitting electromagnetic radiations 
between 10 kilocycles and 100,000 megacycles, which is suitable for use as a navi- 
gational aid beyond 5 miles, and the removal therefrom of its apparatus and equip- 
ment, or he may authorize the use or control of any such station or device and/or 
its apparatus and equipment, by any department of the government under such 
regulations as he may prescribe upon just compensation to the owners. 

(h) Any person who willfully and knowingly does or causes or suffers to be done 
any act, matter or thing prohibited or declared to be unlawful pursuant to the exercise 
of the President’s powers and authority under this section or who willfully and know- 
ingly omits or fails to do any act, matier or thing which he is required to do pursuant 
to exercise of the President's powers and authority under this section or who willfully 
and knowingly causes or suffers such omission or failure shall, upon conviction thereof, 
be punished for such offense by a fine of not more than $1,000 or by imprisonment for 
a term of not more than 1 year, or both, and if a firm, partnership, association, or 
cor poration be fined not more than $5,000. 


O 
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following 
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{To accompany H. R. 3282] 


The Committee on Appropriations, to whom was referred the bill 
(H. R. 3282) making appropriations for the Treasury and Post Office 
Departments and funds available for the Export-Import Bank for the 


fiscal year ending June 30, 1952, and for other purposes, report 


the 


same to the Senate with various amendments and present herewith 


information relative to the changes}made. 


Amount of bill as passed House - 
Increased by Senate (net) - 
Amount of bill as reported to Senate 


Amount of regular and supplemental estimates 


Amount of appropriations for 1951_ _ - 
The bill as reported to Senate: 


Exceeds the appropriations for 1951_ 


20, 730, : 


7. 000 
7, 647 

, 647 
5, 000 


78, 200 


», 447 


eg 
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Treasury Department bill, title I: 


Amount as passed House__________- Bee ue. $583, 327, 000 


Amount of increase by Senate (net)__..._______ 9, 967, 647 
Amount of bill as reported to Senate_________- % 593, 294, 647 
Amount of regular and supplemental estimates 
Me ress meee ee 597, 251, 000 
Amount of appropriations for 1951___._._____- 580, 978, 200 


The bill as reported to the Senate: 
Under the estimates for 1952__...._.____- 3, 956, 353 


Exceeds the appropriations for 1951 -_ -_____- 12, 316, 447 
Post Office bill, title IT: 





Amount as passed House-_--------.----------- 2, 335, 500, 000 
Amount of increase by Senate______-____-_-_-- 8, 900, 000 

Amount of bill as reported to Senate_______- _ 2,344, 400, 000 
Amount of regular estimates for 1952__________ 2, 361, 174, 000 
Amount of appropriations for 1951__________-_- 2, 252, 600, 000 


The bill as reported to the Senate: 
Under the estimates for 1952_____.______- 16, 774, 000 
Exceeds the appropriations for 1951 - --___- 91, 800, 000 


GENERAL STATEMENT 


The bill provides $2,937 ,694,647 for the 1952 regular annual appro- 
priations of the Treasury and Post Office Departments. Of this 
amount the committee has approved $593,294,647 for the Treasury 
Department and $2,344 ,400.000 for the Post Office Department. The 
over-all allowance is $20,730,353 under the 1952 budget estimates, 
exceeds the House allowance by $18,867,647, and exceeds the 1951 
total adjusted appropriations by $104,116,447. 

The committee has approved the House allowance of $950,000, 
which is $15,000 under the 1952 estimates and 1951 authorization, for 
the Export-Import Bank of Washington to use its corporate funds for 
administrative expenses in the fiscal year 1952. 

Of the $2,937,694,647 total sum recommended in the bill, $1,098,- 
194,647 is payable from general funds of the Treasury ($593,294,647 
for operating expenses of the Treasury Department and $504,900,000 
to cover the 1952 deficiency in postal revenues) and the balance, or 
$1,839,500,000 is payable from the postal revenue account. This 
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latter sum is the 1952 estimate of available revenue under existing 
legislation. Additional revenue in 1952 of $75 million is anticipated 
from the Interstate Commerce Commission’s recent approval of the 
Postmaster General’s petition for a reformation of rates on fourth- 
class mail effective October 1, 1951. Likewise additional revenue may 
be derived if Congress approves rate increases on low-revenue pro- 
ducing classes of mail and fees on special service transactions. 

Permanent indefinite appropriations of the Treasury Department 
are not carried in the bill. The 1952 estimate in this category is 
$5,823,962,482, an increase of $172,678,350 over the 1951 total of 
$5,651,284,132 for general and special funds. Included in this 
classification is the estimate of $5,800,000,000 for payment of interest 
on the public debt, as compared to the 1951 estimate of $5,625,000,000. 
Also not reflected in the bill is the 1952 estimate of $5,619,937,490 
for trust funds, which is an increase of $966,969,011 over the 1951 
total of $4,652,968,479. The major item in this classification is 
the 1952 estimate of $4,139,894,000 for the Federal old-age and 
survivors insurance trust fund, or an increase of $877,010,867 over 
the 1951 figure of $3,262,883,133. A summary of the 1952 estimates 
for permanent indefinite appropriations payable from the three 
funds appears in a table at the end of this report. 


TREASURY DEPARTMENT 


The committee recommends approval of $593,294,647 for 1952 
operating expenses of the various bureaus and offices within the 
Treasury Department. This sum is $9,967,647 over the House 
allowance, $3,956,353 under the 1952 estimates, and $12,316,447 in 
excess of the 1951 adjusted appropriations. Most of the additional 
funds allowed are for personal services required in activities where the 
workload has been expanded because of the national defense program, 
the amendments to the Social Security Act and, the collecting of 
revenue. To illustrate, the committee recommends restoration of 
$3,000,000 for the Bureau of Internal Revenue; $2,993,704 for the 
Bureau of the public debt; $1,124,700 for the Bureau of Customs; 
$725,000 for the Bureau of Accounts, Division of Disbursements; and 
$665,800 for the Bureau of the Mint. 

The committee also recommends application of the 5 percent 
personal service limitation to the following items: Office of the Sec- 
retary, salaries and expenses; Bureau of the Public Debt; Office of the 
Treasurer, salaries and expenses; Bureau of the Mint, salaries and 
expenses. 

The Department is a service activity and as such about 70 percent 
of its operating costs are for personal services (55 percent for civilian 
and 15 percent for military personnel). 


Post Orrice DEPARTMENT 


The committee recommends approval of $2,344,400,000 for 1952 
operating expenses of the Post Office Department. This sum, dis- 
tributed under four appropriations, is $8,900,000 over the House bill, 
$16,774,000 under the 1952 estimates, and $91,800,000 over the 1951 
appropriations. The total amount provided is believed sufficient to 
cover the estimated costs of operations based on the present mail 
volume. Of the $8,900,000 increase recommended over the House 
allowance, the sum of $7,100,000 is for postal operations, $1,000,000 is 
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for transportation of mails, and $800,000 for general administra- 
tion. In this latter amount, the committee has allowed $300,000 for 
the rental of accounting machines as requested in supplemental 
estimate, Senate Document 18, and the balance, or $500,000, is for 
the employment of not less than 80 of the 200 agents requested in 
the regular estimates submitted. Testimony presented to the 
committee indicates a huge backlog of work in the inspection service 
and that savings of funds and improvement of service will result 
if additional inspectors are provided, especially for the management 
improvement program. As does the House, the committee recognizes 
the need for additional personnel in this field and has accordingly 
approved the increase which is 40 percent of the number requested. 
The committee has, however, effected a reduction in_ personal services 
of 10 percent, exe lusive of pe rsonal service estimates, for the inspection 
service and the Bureau of Accounts. 

The Department is also a service activity, and as such about 70 per- 
cent of its operating costs are for personal services. 


INCREASES AND LIMITATIONS 


The changes recommended by the committee in the amounts of 
the House bill are as follows: 


TITLE |—TREASURY DEPARTMENT 


OFFICE OF THE SECRETARY: 


Salaries and expenses_______.-_----- ee ee $165, 278 


The committee recommends an appropriation of 
$2,565,278, of which not to exceed $2,255,712 shall 
be available for personal services. The committee 
figure on personal services represents a 5-percent 
reduction in the budget estimates and about 29 of the 
55) average positions as compared to a decrease of 
68 under the House allowance. The amount recom- 
mended by the committee is an increase of $165,278 
over the House bill and a reduction of $118,722 in 
the budget estimates. The committee has denied 
funds for salaries of three of the seven chauffeurs 
serving officials in the Treasury Building. 


Bureau or Accounts: 
Salaries and expenses 


ce 200, 000 
The committee recommends an appropriation of 
$2,050,000, an increase of $200,000 in the House bill 
but a decrease of $45,000 in the budget estimates. 
The proviso in this paragraph has been amended as 
indicated: 
Provided, That Federal Reserve banks and 
branches may be reimbursed for necessary 
expenses incident to the deposit of withheld taxes 
in Government depositories 
The amendment is recommended to permit reim- 
bursement to the Federal Reserve banks for expenses 
incurred in the special handling of installment cor- 
poration income and excess profits tax as provided 
by Section 205 of the Revenue Act of 1950. 


Salaries and expenses, Division of Disbursement 725, 000 


The committee recommends an appropriation of 
$11,775,000, an increase of $725,000 in the House 
bill and a decrease of $225,000 in the budget estimates. 
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BuREAU OF THE PuBLic Dest: 
| Administering the public debt ___ —_- ksi $2, 993, 704 


=o 





The committee recommends an appropriation of 
$51,993,704, of which not to exceed $17,219,616 shall 
be available for personal services. The committee 
figure on personal services is 5 percent below the 
budget estimate and is a decrease of about 355 of the 
5,430 average positions as compared to a decrease of 
400 under the House allowance. The amount recom- 
mended represents an increase of $2,993,704 over the 
House bill and a reduction of $906,296 in the budget 
estimates. 


OFFICE OF THE TREASURER: 
Baleries eid enpemeeis.. oi oc. .ci 2... -..-.-- 368, 165 


The committee recommends an appropriation of 

$20,868,165, an increase of $368,165 in the House bill 

and a reduction of $231,835 in the budget estimates. 
The committee recommends that not to exceed 

$4,404,868 of this appropriation be available for 

personal services, a reduction amounting to 5 percent 

of the budget estimate and a decrease of about 90 of 

the 1,421 average positions as compared to a decrease 


\ of 200 positions under the House allowance. 
Contingent expenses, public moneys- - - ___-_- Es 25, 000 
f The committee recommends an appropriation of 


$500,000 an increase of $25,000 in the House bill and 
the full amount of the budget estimate. Testimony 
presented to the committee shows that the major 
cost under this appropriation involves transportation 
of coins and currency, an uncontrollable item which 
has required many deficiencies in the past ten years. 


Bureau or Customs: 
ON  , e 1, 124, 700 


The committee recommends an appropriation of 
$37,949,700, an increase of $1,124,700 in the House 
bill and a reduction of $350,300 in the budget esti- 
mates. The committee also recommends that the 
amount available for personal services in the District 
of Columbia be increased from $1,000,000 to 
$1,086,930. The total amount allowed is sufficient to 
continue the 1951 authorized staff and other obliga- 
tions through fiscal vear 1952, but does not provide 
funds to finance the 109 additional positions re- 
quested in 1952. 
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BurREAU OF INTERNAL REVENUE: 
walaries and expenses... . =... -. 2.2 ee elec $3, 000, 000 


The committee recommends an _ appropriation 
of $255,000,000 an increase of $3,000,000 in the 
House bill and a reduction of $500,000 in the budget 
estimates. The additional sum reduces from 850 to 
about 120 the number of positions that would have 
been eliminated in the Division administering the 
Social Security Act amendments under the House 
allowance. The committee concurs in the action of 
the House in approving the purchase of 300 passenger 
motor vehicles tor replacement only. The Bureau 
advised the committee that in addition to the 300 
replacement mentioned, it was anticipated that they 
would secure 108 additional automobiles from sei- 
zures. The committee does not approve of this 
Bureau expanding its fleet of automobiles by this 
number at this time and has accordingly placed a 
limitation in the bill fixing the number of additional 
cars that can be used that are secured through seizure 
at 20. Automobiles in addition to the 20 the Bureau 
will use which are seized may be disposed of according 
to law. 


Bureau oF NARCOTICS: 
Salaries and expenses cts tach satibinrnsined 75, 000 


The committee recommends an appropriation of 
$2,100,000 an increase of $75,000 in the House bill and 
the full amount of the budget estimate. The addi- 
tional sum will permit employment of the 30 addi- 
tional agents, instead of 20 as provided by the House, 
that are urgently needed to cope with the increase in 
illicit narcotic traffic. 


BurREAU OF ENGRAVING AND PRINTING: 


Working capital ee Na 500, 000 
The committee recommends an appropriation of 
$3,500,000, an increase of $500,000 in the House bill 
and a reduction of $300,000 in the budget estimate. 
The additional sum is needed to meet current operat- 
ing expenses. 
Secret Service Division: 
Salaries and expemeae i. ee 75, 000 


The committee recommends an appropriation of 
$2,550,000, an increase of $75,000 in the House bill 
and a decrease of $50,000 in the budget estimate. 
The additional sum is sufficient to cover the costs of 
15 of the 25 new agents requested, and essential radio 
equipment. 


Salaries and expenses, guard force.___________- 50, 000 


The committee recommends an appropriation of 
$450,000, an increase of $50,000 in the House bill and 
the full amount of the budget estimate. The addi- 
tional sum allows retention of the 138 average posi- 
tions which would have been reduced by 20 under the 
House allowance. 





—— 
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BuREAU OF THE MINT: 


Salaries and expenses_____________- oe $665, 800 


The committee recommends an appropriation of 
$4,965,800, an increase of $665,800 over the House 
bill and a reduction of $224,200 in the budget esti- 
mate. The committee recommends that not to ex- 
ceed $4,259,800 of this appropriation be available for 
personal services, which amount represents a reduc- 
tion of 5 percent in the budget estimate, and a de- 
crease of about 67 of the 1,195 average positions as 
compared to a decrease of 229 positions under the 
House allowance. 


Coast Guarp: 
Acquisition, construction, and improvements 500, 000 


The committee recommends an appropriation of 
©15,500,000, an increase of $500,000 in the House bill 
and a reduction of $500,000 in the budget estimate. 
The increase is to replace Diesel engines in tenders 
and other miscellaneous items of high priority. 


Total increases, Treasury Department 10, 467, 647 
TITLE I!—POST OFFICE DEPARTMENT 


GENERAL ADMINISTRATION 


Riek Laan 2 ea) ae eke a ate 3 800, 000 
The committee recommends an appropriation of $20,- 

800,000, an increase of $800,000 in the House bill and a 

reduction of $724,000 in the budget estimates. This 

increase includes $300,000 submitted in S. Doe. 18, 

for accounting machines; and the remainder is for not less 

than 80 additional inspectors. 


Posra?,; OPBRATIONG._.........__._._..- 7, 100, 000 


The committee recommends an appropriation of $1,- 
852,100,000, an increase of $7,100,000 in the House bill 
and a reduction of $14,204,000 in the budget estimate. 


TRANSPORTATION OF MAILS es ee 1, 000, 000 


The committee recommends an appropriation of $466,- 
000,000, an increase of $1,000,000 in the House bill and 
a reduction of $1,539,000 in the budget estimate. 


GENERAL PROVISIONS: 
The committee recommends that the following 
section be deleted from the bill: 


Sec. 205. The Postmaster General may authorize 
the sale of post route and rural delivery maps, opin- 
ions of the Solicitor, and transcripts of hearings before 
trial examiners at such rates as he determines to be 
fair and reasonable. 

The authority in this section is now contained in 
Public Law 27, approved May 8, 1951. 


Total increases, Post Office Department 8, 900, 000 
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DecREASES AND LIMITATIONS 
TITLE I—TREASURY DEPARTMENT 


Coast GUARD: 
Reserve training _ - Seuke tt, & $500, 000 

The committee recommends an appropriation of 

$1,500,000, a reduction of $500,000 in the House bill 

and the budget estimate but an increase of $500,000 

over the 1951 appropriation. It is believed the al- 

lowance is sufficient to enable a normal expansion of 

the reserve training program. The committee also 

recommends that language approved by the House 

authorizing the purchase of eleven passenger motor 

vehicles be stricken from the bill. 


TITLE IV—GENERAL PROVISIONS 
SECTION 402 


The committee recommends that the following new section be 
added to the bill: 


Sec. 402. No part of the money appropriated by this Act or of the funds made 
available for expenditure by the Export-Import Bank of Washington which is in excess 
of 75 per centum of the amount required to pay the compensation of all persons the 
budget estimates for personal services heretofore submitted to the Congress for the 
fiscal year 1952 contemplated would be employed by the Treasury and Post Office 
Departments and the Export-Import Bank of Washington during such fiscal year in 
the performance of 

(1) funeitons performed by a person designated as an information specialist, 
information and editorial specialist, publications and information coordinator, 
press relations officer or counsel, photographer, radio expert, television expert, 
motion-piciure expert, or publicity expert, or designated by any similar title, or 

(2) functions performed by persons who assist persons performing the func- 
tions described in (1) in drafting, preparing, editing, typing, duplicating, or 
disseminating public information publications or releases, radio or television 
scripts, magazine articles, photographs, motion pictures, and similar material, 
shall be available to pay the compensation of persons performing the functions 
described in (1) or (2). 


RECAPITULATION 
Total increases: 


Treasury Department____ So ial ale aii _ $10, 467, 647 


Post Office Department 8, 900, 000 
Grand total increases ie ted ‘ . ia 367, 647 

Total decrease: Treasury Department____- 500, 000 
Net increase : a ’ ee 867, 647 


Amount of bill as passed House_- 2, 918, 827, 000 


Amount of bill as reported to Senate _ 2,937, 694, 647 
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Mr. Sa.TonsTALu, from the Select Committee on Small Business, 
submitted the following 


REPORT 


Your committee has long suspected that a select few manufacturers 
have been receiving the lion’s share of defense contracts since Korea. 
The committee in no way doubts the high competence of these com- 
panies to fulfill their defense contracts satisfactorily and is sure that 
these companies are motivated only by patriotism to speed the 
completion of our defense program during the present emergency. 
But the committee questions the economic wisdom of dislocating the 
entire economy by heaping the load of defense work onto a few giant 
concerns, many of whom are at the same time operating at close to 
peak capacity on civilian production. Inevitably such an unbalance 
leaves a large mass of smaller but equally competent companies cut 
off from those scarce basic materials essential for civilian production 
and, at the same time, unable to obtain defense work. 

To check these suspicions, the committee staff conducted an 
independent survey on the Concentration of Defense Contracts in 
Industry. This study reveals a far greater concentration of defense 
contracts than any Government figures have thus far indicated; 
10 large manufacturing companies have been handed 40 percent of 
the total dollar volume of defense contracts since Korea; 50 companies 
command almost two-thirds of the dollar volume of defense contracts. 
ase : : ; ; 7 
his is a considerably higher concentration than during World War II 
when 10 large manufacturing companies controlled 30 percent of the 
war contract dollar volume and 100 companies, two-thirds. 

Your committee recognizes full well the fact that there is a large 
“hard core’”’ of major procurements which must be undertaken by the 
giants of American industry. It is obvious that there are only a few 
firms able to assemble planes or tanks, which constitute a high per- 
centage of our defense spending at the present time. On the other 
hand, your committee feels obliged to issue this report, pointing out 
that the top 50 concerns have received many contracts for which 
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there were alternative sources of supply equally competent to perform 
the work satisfactorily. 

This era of partial mobilization is an exaggeration of the World 
War IT parallel, when between 1940 and 1942, one-fifth of the businesses 
in the United States were forced to close their doors in spite of a wider 
spread of war work at that time. Unless all segments of industry can 
be kept functioning and our defense contracts spread out over a broad 
industrial base, a sudden call for all-out mobilization might find a 
substantial part of our industrial strength unavailable to make its 
unportant contribution. 

The long-range effect of such concentration of defense contracts in 
industry will be equally as disastrous to éur free-enterprise system as 
the short-range harm to the mobilization effort. Concentration of 
industrial strength inevitably leads toward monopoly whereby a few 
producing units grow larger while smaller ones are starved out. As 
ithe number of manufacturers deer ‘ases, monopolistic practices in- 
crease, thereby stifling free competition. To maintain a balanced 
economy with free competition and an economic climate in which 
small businesses can flourish, our industrial system cannot be strait- 
jacketed by utter dependence upon the output of a few score com- 
panies. 

Since Korea, unfortunately, the trend of concentration has been 
accelerated with the weight of production resting with fewer and fewer 
companies. The ranking defense industries have not cut back their 

civilian production in an amount equal to defense contracts so are 
canal all operating well above their production schedules at the time 
of Korea. As the defense buying program increases, these companies 
are overloaded with work and have incre asing backlogs of unfilled 
defense orders. Civilian automobile production, for instance, during 
the first half of 1951, almost matches the record first-half 1950 pro- 
duction rate, and according to present estimates, 1951 will be the 
second highest auto-producing year in history. Such civilian produc- 
tion records are being equaled in the other hard-goods industries, until 
now civilian production of big companies is more dependent upon 
sales than upon the capacity of the production lines. Defense 
Mobilizer Charles E. Wilson, in his second report to President Truman 
on Meeting Defense Goals, stated: “We have reached a level of total 
national production about equal to the peak rate output of World 
War II.”’ But this peak production is centralized in a few industries, 
while the majority of smal] businesses who participated in World War 
II production, are still waiting in the anterooms of procurement offices 
for a chance to participate in the current mobilization. 

The present pinnacle of concentration of defense contracts is clearly 
not the intent of Congress as stated in the Defense Production Act of 
1950: “It is the sense of the Congress that small-business enterprises 
be encouraged to make the greatest possible contribution.” 

Neither is this concentration of defense contracts in keeping with 
the policies formulated by the Defense Department. Secretary of 
Defense George C. Marshall, in a directive entitled, “Broadening the 
Industrial Base of Procurement Programs,” stated that “the con- 
centration of contracts with a few leader suppliers is to be avoided 
unless the necessity therefor is clear.’”’ No reasons have yet been 
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advanced by the Defense Department for this necessity for higher 
concentration of defense contracts during the present emergency 
than during World War II. This Marshal! directive was issued in 
December 1950, more than 6 months ago, but in the first 5 months of 
1951, defense contracts have continued to be heaped on the same 
small handful of companies in ever-increasing concentration. 

By entrusting a large percentage of contracts to a few companies, 
the Defense Department, although it advocates ‘the aggressive 
encouragement or requirement of subcontracting by prime contrac- 
tors,” has no assurance that defense work will filter down to the 
smaller companies by subcontracts. Recent committee hearings on 
the participation of small business in the military procurement 
program gave evidence of the obstacles small business faces in attempt- 
ing to procure subcontracts. This is explained partly by Defense 
Mobilizer Wilson’s statement that ‘‘the military production program 
is still in the tooling-up stage,”’ that assembly-line production is not 
vet in full-scale operation, bence subcontracting jobs are not vet 
plentiful. But there is also evidence that prime contractors are 
“hoarding” their contracts, refusing to subcontract unless their 
plants are operating at 100 percent capacity. Smail-business men 
have reported to the committee that these prime contractors have 
told them: ‘‘Our production line is not up to the point yet where 
we look for additional sources. * * * Don’t bother us until 1952 
or 1953. Then we may be looking for you.’ In addition, many of 
the large contractors are expanding their plant facilities which are 
being. underwritten by rapid tax amortizations, and are holding on 
to their defense work until these new plants are completed. Investi- 
gations show that in many instances subcontractors with existing 
facilities can handle this defense work which is now piling up in the 
hands of the big companies while they wait for their new plant facili- 
ties to be completed. A full awareness of this tremendous problem 
should expedite the formation of sound subcontracting policies which 
will guarantee full participation in our rearmament effort by all 
segments of our economy and put an immediate end to the construc- 
tion of duplicating facilities by our industrial concerns when equal or 
adequate facilities are in existence. 

Your committee is not in a position to recommend specific actions 
which should be taken by military procurement officers at this time 
to remedy this serious problem. It feels, however, that the proposed 
Small Defense Plants Administration would be able to make an in- 
tegrated attack on spreading the industrial base of production and 
only such an organization can be expected to work out a reasonable 
solution. 

CONCLUSION 


From the results of its survey on the Concentration of Defense 
Contracts in Industry, the Senate Small Business Committee con- 
cludes that this trend of concentration of defense contracts must be 
immediately reversed and defense contracts spread widely in industry 
to guarantee a broad and growing industrial base, if this top-heavy 
imbalance is not to undermine our economy, retard our mobilization 
effort, and entrench monopoly beyond hope of dislodgement in our 
time. 
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CHART I 


Smal! Business Committee staff survey on concentration of the prime defense contracts 
and letters of intent, July 1, 1950-June 1, 1951 


Dollar volume | Cumulative 
of defense con- | percent of 
tracts | total 


Company 





hp arn) Dah ie ating scmiocindacabonetassctiancwasde | $3, 500,000,000 |_____- 

2. Ford Motor Co 2 a S raliecaieta -..-------| 1,000,000, 000 | 

3. Boeing Airplane Co_. pda weh nid awn tbh bicbaies nici 960, 000, 000 | __ 
0 aig Du Ba setae win taisildipmpigl in abdbamninhiome -| 840, 240, 000 |. 

5. Lockheed Aircraft Corp Jobinabingaccdaapekt S idadig ewan dy 674, 300, 000 | 

0 RI RI BO. ini cut xine didn stiod bane b4cseedncbedt ediarael 549, 040, 000 

7. General Electric Co__. eos deceit hctcieliieite i tpagelatata a : t 500, 000, 000 

By ee SO sis keel i dcnccaweossiat .-4 490, 000, 000 |_ 

Oi Tr ie un otease é oa 481, 897, 000 |_ 

10. Grumann Aircraft Engineering Corp___..._-_- wtdbbtathaceet 410, 000, 000 40 
RA, Reames SEO NNNND COO es ogc iis wee cnc haecndadniac~-cchecs / -.| 355, 000, 000 |___. 

12. Western Electric hha ana oeaieaiineaind ; ee | 343, 000, 000 | 

13. McDonnell ___- hk ed deelkide haha «ahaa s coke ee 269, 000, 000 |__. 

14. Bendix Aviation C orp. SI Dil a ee a : | 265, 000,000 |__- 

15. Westinghouse Electric and M: anufacturing Ge 2ek ‘ silat s | 245, 000, 000 | 

16. American Locomotive Co__.............-.-- gett os | 229, 000, 000 |.._...__.- 

17. Chrysler Corp emabrabaiadanion . 22%, 417, 000 

18. American Woolen Co., Inc__ ickededee-awusleahesuh ee. | 208, 284, 000 | 

19. Allis-Chalmers Manufacturing Co.._.__. s ; : 200, 000, 000 |. ‘ 
20. Packard Motor Car Co. 5 ach amet ea ethedeedu ea | 199, 500, 000 50 
21. Sperry Corp sake- obese poncndde saadiennabia — 198, 000, 000 
22. Nash-Kelvinator Corp s eA UIEo wil atedphieieacams-tehe-ioeta z | 192, 000, 000 

23. Douglas Aircraft Co., Ine hati aslo nics cedanicrmn et ieea | 172, 129, 000 |___.. af 
24. ? onsolidated Vultee Aircraft Co., Inc.....-_-_- said pdkcigaiincian mig 152, 500, 000 eo dia 
25. J. P. Stevens & Co., Inc deena : f ~tbbme tat 151, 900, 000 
26. Firestone Tire and Rubber Co Spiced eit sseletiaytliahahdiaipieiiningal a, ntveaiinitaiii i 142, 041, 000 
27. Fairchild Engine & Airplane Corp-_- te Beane aca 127, 154, 000 aaend 
28. Bethlehem Steel Co_______. heist cect Ae aésinkds skshbaccdibebadS eo 137, 056, 000 }.............. 
Nae eee eee | 125, 092, 000 Ce 
30. Food Machinery & Chemical Corp. -.....____- ok wigleh dlsndniaen mira hase } 125, 000, 000 | A6 
31. Willys-Overland Motors, Inc Liliane cred nenphn siete bite ieiiinind | Oe 7 ee 
32. Aveo cee z 


122, 000, 000 
120, 400, 000 
119, 144, 000 


33. Newport News Shipbuilding Co 
34. Northrup Aircraft, Inc 
35. Glenn L. Martin Co 


2 108, 900, 000 
36. Radio Corp. of America Sou ene ei .| 108, 560, 090 b 
37. Goodyear Tire & Rubber Co--_- ae 108, 090, 000 
38. American Car & Foundry Co Sis ie elnokt , 105, 00, 000 


39. Raytheon Manufacturing Co- - 
40. Studebaker Corp 

41. Beech Aircraft Corp . 86, 000, 000 
42. Standard Oil of New Jersey Affiliates __ a aa &2, 000, 000 
43. Emerson Electric Manufacturing Co wudezekle 4 er Like 75, 000, 000 
44. Kaiser-Frazer 65, 550, 000 
45. Caterpillar Tractor Co-_- 


pies ea | 103, 500, 000 |_- 
Sed bad 97, 845, 000 61 





2 x . ‘ 3 . 65, 090, 000 | 

45. Baldwin Lima Hamilton Corp__......-_- 6 sobesteiadtiet a x afi ie 65, 090, 000 |. 

7. United States Rubber Co tecture eh : ; 64, 000, 000 

Oe, Se en Baer 08 5. iss nba ek hike thas icceg tee | 55, 000, 000 | _. 

49. United States Steel_- os : aac iale ecaae ; : 55, 000, 000 | = 
50. Eastman Kodak Co-- civ mibdetdd eae idebnas Z Pek ; 44, 694, 000 | tie 
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CHART II 


TABLE 1.—100 corporations ranked by velume of prime war supply contracts, 
cumulative June 1940 through September 1944 





irs Cumulative 
Corporation a percent of 
I no conc capasceaschincwennes sn d 175, 062.9 100.0 
100 specified corporations, total _--_._.--- ; 117, 634.4 67.2 
1. General Motors Corp. ates aoa 13, 812.7 
es sis eneuncuudmamnal Se avai , 7,091.0 
3. Ford Motor Co EEE > 5, 269.6 
4. Consolidated Vultee Aircraft C orp. Scelsphes olartdes shecaGicinios 4, 875.4 |.. 
5. Douglas Aircraft Co., Inc an eee esas 4, 431.3 
6. United Airtraft Corp 3, 923.0 |. 
7. Bethlehem Steel Co__. ‘ 3, 789.3 
8. Chrysler Corp_. ae nat Be ge tia re ie 3, 394. 8 
9. General Electric Co 3, 300. 1 Soar. 
10. Lockheed Aircraft Corp 3, 246. 2 30. 4 
11. North American Aviation, Inc..__...........-- 2, 768. 5 
Ce TT ee nd meow ame 2, 700. 2 
13. American Telephone & T elegraph ARS TER ee 2, 562.7 
i aw edeuesweie 2, 344.8 
15. du Pont, E. L., de Nemours C cp LS cnenstaradnon eee 2, 186. 2 
16. United States Steel Corp.--_.._........-.-.-.-.---.- 1, 974.0 
Ne en no nalemidinscdenwinie 1, 869. 2 
Bs TO OI nnn onc nnaneuccccuncoseusewecncs 1, 783.8 
en neeene aunt 1, 531.5 
20. Kaiser, Henry J; en ce ae a x aleratel 1, 384.4 42.4 
21. W estinghouse Electric & Manufac turing sre es 1, 375.7 
22. Grumman Aircraft Engineering Corp 1,: 4 
23. Newport News Shipbuilding & Dry Dock Co. 1, 245.8 
24. Republic Aviation Corp__-._---...-- Sega 1, 231.5 
es en eee 1, 228.3 
ye ee E 4 
27. Nash-Kelvinator Corp...-...............----- t 6 
Nee cnn vcewawenvaenns 1, 8 
29. Consolidated Steel Corp., "RTS l, 4 
30. Goodyear Tire & inal ad ala A a I 1,091.2 49.3 
31. Standard Oil Co., of New Jersey 1,053. 1 
32. Aviation Corp ; 1,045. 6 
33. International Harvester Co_ 1,035.8 
34. American Locomotive Co_- .2 
35. Western Cartridge Co. 5 
36. American Car & Foundry Co 9 
37. United States Rubber Co__- 0 
38. Continental Motors Corp ; 9 
eR a Eee eee es 
40. Baldwin Locomotive Works -- 2.3 54.3 
41. Pressed Steel Car Co., Inc... 4.3 
42. Permanent Metals Corp aon 5.4 
43. Radio Corp of America--_--- 0 
44. Caterpillar Tractor Co RS SE ea 7 
45. Allis Chalmers ene | SERRE IE RES .7 2 
ey PN NE oo Sane menncencacsce 2 
47. Diamond T Motor Car a haem ele actos .7 
a, WES Os BON ao onic ccs coin inc sinc cnn dee. .2 
BE een od Ueno tusdecucencsoacesecs 5 
Nae ec cpdibenctcnnnaubebaacs 6 57.6 
a eo oc cmadanidecweucnnvacwce : 9 a 
52. Emerson Electric Manufacturing Co.._.................----- ; hea Sreieieeltinseniades 
Oa Se I nn cnn ncccine cde cemenesense imal I ceca cinaaia 
Ne Te oe useoimdsecteedecesouns ce = 
55. Firestone Tire & Rubber Co.._--......------------ is Aalenipiai 4S 3 © é 
le la ae cenmobcctibaukat leaha de Shestie ioe _ 
De ee i atibbusbebapebubcoonbeants an 8 pale Kiiine onal 
58. et Cop I ous Sidi ik cies mi nwadenndomniome ou Mit. w+ a 
59. Federal Cartridge ee a Be noted ‘ 9.1 |. = aabliaien 
a rn eet ccwenansrvoeseneces ae cet 60.2 
ee mcuscccaceee et TN acta hath areca 
ee A Se hnsinacdinnepesinenesccencasacevsces webu 6 | as 
kr a ial eet aati ieaitin nu nosed cncadet stinks BE pecs he coadencn 
eS 8 eae paaolanaaaiel Ce ai fi 
Ne Te on cabaladevesiacersina main’ “~ ¢ ae 
#6. Remington Rand, ae plate hde a tietR Ae nila basque ti analeuvinaiin ok 9.8 |_ 3 
67. Goodrich, B. F., aie det 9.6 
68. Brown Shipbuilding eR ee eer ear eS ele, Se ee 
ce edd iaveepesenonuanae 3 : 
ne es ivonbescneewswnne 6 62. 4 


See footnote at end of table, p. 6. 
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TABLE 1.—100 corporaticns ranked by volume of prime war supply contracts, 
cumulative June 1940 through September 1944—Continued 


Cumulative 
— “ percent of 
total 


Corporation 


Raytheon Manufacturing Co 
Dravo Corp 
Fairchild Engine & Airplane Corp 
Smith, A. O., Corp 
. Standard Oil Co. of California 
3. General Cable Corp 
Electric Boat Co 
Jack & Heintz, Inc 
Royal Dutch Co_. 
. Crucible Steel Co. of America 
81. American Shipbuilding Co 
82. Moore Dry Dock Co 
83. Hudson Motor Car Co 
84. Brewster Aeronautical Corp 
85. Autocar Co 
Socony-Vacuum Oi! Co., Inc 
87. Jacobs Aircraft Engine Co 
88. Ingalls Iron Works 
89. Western Pipe Steel Co. of California 
90. American Can Co 
91. General Machinery Corp 
92. Chicago Bridge & Iron Co 
93. Texas Co 
94. Galvin Manufacturing Corp 
95. Stewart-Warner Corp 
96. Revere Copper & Brass, Inc 
97. New England Shipbuilding Corp 
98. Missouri Valley Bridge & Iron Co 
99. Colt’s Patent Fire Arms Manufacturing Co 
100. Northrop Aircraft, Inc 


p~3-y-3-3 
"a COS 
Dm -1H 


~ 
x 
n= 


o 


nnmonwe 


> eo 


“12 


22 Din Ot 


1 Represents the total face value, as of Sept. 30, 1944, of all prime war supply contracts of $50,000 and over, 
exclusive of food, reported to the War Production Board in the period June 1940 through September 1944. 
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Mr. Fuusricut from the Committee on Banking and Currency, 
submitted the following 


INTERIM REPORT 


[Pursuant to 8. Res. 219] 


The Committee on Banking and Currency accepted the fourth 
interim report of the Subcommittee on Reconstruction Finance Cor- 
poration and authorized its submission to the Senate. 


PREFACE 


The Subcommittee on the Reconstruction Finance Corporation, 
having been designated by the Banking and Currency Committee of 
the Senate to conduct a study of the operations of the RFC pursuant 
to the terms of Senate Resolution 219, adopted February 8, 1950, 
herewith submits its fourth interim report. 

This report presents a factual résumé of the circumstances involved 
in the RFC loans to Kaiser-Frazer Corp. and Kaiser-Frazer Sales 
Corp. which total approximately $62,000,000 at the present time. It 
presents also a chronology of events significant in the background for 
the loans and in the history of their negotiation and administration. 

The material presented in the report is based exclusively upon 
studies made by the staff of the subcommittee. These studies in- 
cluded a review of the correspondence and document files in the 
Washington office of the Reconstruction Finance Corporation, cer- 
tain public records available in the offices of the Securities and Ex- 
change Commission, published reports of the Kaiser-Frazer Corp. and 
other data. 

SUMMARY 


On February 22, 1951, Mr. Edgar F. Kaiser, the president of Kaiser- 
Frazer Corp., appeared before the subcommittee and testified under 
oath concerning the manner in which his company’s negotiations 
with the RFC had been conducted. Mr. Kaiser said: 

I want to state positively that neither I nor any executive of our company ever 


sought or engaged outside aid, directly or indirectly, to enter into or to further 
negotiations with the RFC. We have always dealt directly and exclusively with 


1 
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officials of the agency, both at the regional-office in Detroit and at the RFC 
headquarters here. There is no question about the facts on this subject because 
all of these negotiations were carried on either by me or by members of my execu- 
tive staff (hearings, p. 675). 

The validity of this statement has not been challenged by any 
evidence presented to the subcommittee or found in its staff studies on 
the Kaiser-Frazer loans, and nothing in this report is to be construed 
as a challenge to its validity. 

The alternative to approval of the first Kaiser-Frazer loan applica- 
tion, in October 1949, was liquidation of the applicant’s enterprise. 
Liquidation would have had serious effects on the company’s em- 
ployees, on its dealers, distributors, and suppliers and their employees, 
on its investors and, at least insofar as reputation was concerned, on 
Henry J. Kaiser and his associates in what are known as the Kaiser 
interests. The effects which liquidation of the automobile company 
would have haa on the Kaiser interests would undoubtedly have 
been felt in important American industries other than the automobile 
industry and they might have had important repercussions in those 
other industries. In the circumstances, it was a difficult decision 
which the RFC was called upon to make. 

Notwithstanding these things, the subcommittee believes that the 
RFC should not have made the original loan. It does not believe 
that the interest of the general public was such as to justify the use 
of public funds to continue operation of Kaiser-Frazer as an automo- 
bile company. 

The subcommittee does not question the Kaiser-Frazer loans from 
the standpoint of their repayment, though repayment may ultimately 
be made from the proceeds of defense contracts and other operations 
not contemplated by either the borrower or the RFC when the first 
loan was made. It is impressive that the other RFC loans to Kaiser- 
managed companies have been repaid and that these enterprises 
have refinanced themselves by obtaining capital from private sources. 

The subcommittee draws no other conclusions from the facts re- 
ported in the loan résumé and chronology, but it regards the following 
as points of interest from the standpoint of its study of lending policy 
and operating methods in the RFC: 

1. Before the first loan application was presented to the RFC, the 
working capital of Kaiser-Frazer Corp. had fallen below the level 
required under the terms of a credit agreement between Kaiser- 
Frazer and certain banks. Failure of the application filed with RFC 
would probably have meant liquidation of the enterprise, and, in 
addition, as a temporary measure awaiting the outcome of liquidation, 
the banks would have had to make concessions, or the guarantors 
under the credit agreement would have had to meet repayment de- 
mands on a $16,000,000 loan. The guarantors were operating com- 
panies owned privately by the Kaiser family and by keymen of the 
Kaiser enterprises and they had substantial investments in various 
Kaiser-managed companies. Although the general nature of these 
circumstances was made known to the RFC in writing, the records of 
the Agency do not set it forth in detail and they do not indicate how 
it was considered when the Directors deliberated on the loan applica- 
tion. 
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2. Judging from the records of the lending agency, the first RFC 
loan, $34,400,000, was negotiated by the borrower directly with the 
RFC Board of Directors or its members, one examiner in the Wash- 
ington office providing the only review at a lower level. It has been 
represented to the subcommittee that the loan application was con- 
sidered by the Washington office review committee but that, contrary 
to the usual custom, the committee members were called before the 
Board of Directors indiv idually and polled as to their views. They 
did not report in writing and they did not report as a committee. 
This was an abnormal arrangement. Each member of the review com- 
mittee is said to have expressed doubt that the loan could be repaid 
from earnings. 

According to the records of the lending agency, the application 
for the second RFC loan, $10,000,000, was considered by both an 
examiner and the review committee in the Washington office of 
RFC. The examiner gave a favorable recommendation for a loan 
of $15,000,000; the review committee recommended that the loan 
not be made because of uncertainty regarding the borrower’s ability 
to produce automobiles successfully under its then financial structure. 
The loan was approved for $10,000,000 over this avaew tion, 

4. In explaining the Kaiser-Frazer loans publicly, after they had 
been made, the RFC gave as significant reasons for the granting of 
the loans, the explanation that they would enable the borrower to 
provide employment for thousands of workers, to assist and encourage 
many small businesses, to increase production in a number of manu- 
facturing fields and to promote in a general way the economic stability 
of the country. At the time the loans were made, however, e mploy- 
ment was at a peak and unemployment was unusually low in thie 
borrower’s principal industrial area, and the stability of employment 
within the borrower’s national organization was the relative stability 
of a reorganizing body rather than the more settled stability of an 
established body. It appears that the explanation given publicly 
by the RFC was less than complete. 

Aside from the guaranty provided by the Kaiser interests, 
the principal item of collateral for the loan to Kaiser-Frazer Corp. 
($34,400,000) is the Willow Run plant which made up most of 
the property appraised in 1949 at a value of $67,000,000 from the 
standpoint of a going concern, and more recently appre’ at about 
$105,000,000 from the same standpoint. When the RFC loan was 
made, Kaiser-Frazer owed the Federal Government $13,500,000 out 
of the total of $15,100,000 for which it had purchased the plant from 
the Government. The present remainder of the debt is $12,231,000. 
Pledge of the plant as collateral for the RFC loan added little if any- 
thing to the over-all security of the Government’s interest in or ad- 
vances to Kaiser-Frazer because the Government already held a first- 
mortgage lien under the mortgage securing the purchase obligation. 

6. Although the original purpose of the second RFC loan ($10,000,- 
000 to the Kaiser-Frazer Sales Corp.) was to provide financing so that 
stocks of completed automobiles could be placed with dealers and 
distributors, the agreement governing the loan was later amended 
to permit its use as working capital by the manufacturing company. 
In approving this change RFC agreed to accept as collateral, parts and 
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accessories and accounts receivable from the sale of finished automo- 
biles. The change was made in recognition of adverse developments 
which had occurred in the borrower’s operating and financial con- 
dition, substantially as foreseen by the RFC review committee. 

The third RFC loan, $25,000,000, was examined in the Detroit 
RFC loan agency as well as in Washington. Although its manager 
later concurred in a favorable recommendation, the Detroit agency 
first turned the application down at all examining and reviewing 
levels. The Washington review committee also recommended that 
the application be declined, giving as reasons the extended financial 
condition of the borrower and the fact that “the loan would, to some 
extent at least, appear to circumvent regulation W,” promulgated by 
the Federal Reserve Board in its effort to combat inflation. The 
Washington examiners gave a favorable recommendation, and the 
loan was approved by the Directors. According to the chairman, 
the RFC wanted to see the company continue in production because 
the loans already made would be somewhat less secure if it were 
forced to shut down. 

8. In the third loan agreement, the borrower undertook to “make 
and continue to make conscientious efforts to obtain defense work 
and * * * give priority to any such work obtained over the 
production of automobiles.” This loan was made at the end of 1950, 
and considerable conversion to the production of aircraft and air- 
craft parts has been undertaken by the borrower in recent months. 
Repayment of the Kaiser-Frazer loans out of profits on defense 
contracts was not contemplated by the original loan agreements. 

9. In April 1951, at the request of Kaiser-Frazer, RFC agreed that 
repayments on the three loans would be postponed to May 1954, with 
the exception of fixed payments of $3,440,000 per annum required 
under the first loan agreement. The purpose of this change was to 
assist Kaiser-Frazer to induce the Mellon National Bank and the Bank 
of America to enter into a $25,000,000 credit agreement for the financ- 
ing of defense contracts. In addition to the security provided by the 
RFC repayment waiver, the bank loans would be sec ured by 90 percent 
guaranties supplied by the Air For« ‘es. This financial arrangement has 
been described as the borrower's first step in supplanting all Govern- 
ment loans with financing obtained from private sources. In request- 
ing the RFC concessions, “Kaiser-Frazer pointed out “in the event that 
it becomes impossible for us to consummate the proposed V-loan from 
banks on satisfactory terms, it will be necessary for us immediately to 
request the Reconstruction Finance Corporation to make available 
to us a $25,000,000, 30-month revolving credit for the purpose of 
performing our defense contracts.’ 

10. The operating losses of Kaiser-Frazer Corp. and subsidiaries 
from the date of the first RFC loan to the end of 1950 totaled approx- 
imately $20,000,000. 

The subcommittee is interested also in observing the reported 
relative position of Kaiser-Frazer Corp. among automobile manu- 
facturers from the standpoint of sales volume and operating results. 
In considering the following statistics taken from publie sources it 
should be borne in mind that Kaiser-Frazer was out of production 
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during 4 of the first 6 months of 1950, because of tooling for new 
models: 


| 1950 sales of automobiles (000 omitted) 


| 
First6 | Second 6 


1950 net profit 


Percentage change | before taxes 











| 
| 
| Increase Decrease 





months | months 

ae r PS a ey 
General Motors_........-.-------------- | $3, 619, 063 | $3,928, 942 | me $1, 811, 000, 000 
ee ee er, on | 679,590 | 1, 527, 735 8 |... 250, 876, 000 
SSA Late bacace kt calito At | 256,306} 221,760 |............ 13.4 39, 854, 000 
2S a TES RIT RY | 245,843) 208,285 |. 15.1 53, 700, 000 
WEP 5 on oe oe a See en | 182,822] 134,397 PAS sea é 21, 843, 000 
ers Siicinind, bw olbientsbnecteiie 77, 443 158, 367 OT a ae —13, 260, 000 
ence cre So : 79, 435 94, 977 Ls acetal 7, 612, 000 


WelesOuatied:... 50353500015 51,988 | 88, 826 | tcc : 5, 970, 000 





KatserR-FrazerR Corp. AND Kaiser-FRAzeER SALES Corp., 
Wittow Run, Micu. 


INTRODUCTORY COMMENTS 


Kaiser-Frazer Corp., established August 9, 1945, as a corporation 
of the State of Nevada, is engaged in the manufacture of Kaiser and 
Frazer automobiles, which are distributed to dealers through a wholly 
owned subsidiary, Kaiser-Frazer Sales Corp. Together, the two 
corporations owe the RFC a total of approximately $62,000,000 at the 
present time (May 31, 1951), and the parent corporation owes the 
Government’s General Services Administration $12,231,000 on pur- 
chase-money mortgages covering the Willow Run plant. Interest is 
excluded from both figures. 

The Government’s loans to Kaiser-Frazer Corp. and subsidiaries 
at the present time are somewhat in excess of three times what remains 
of the amounts invested by the stockholders. With regard to this 
circumstance, officials of Kaiser-Frazer point out that the company’s 
plant properties were appraised at about $105,000,000 on a going- 
concern basis at the close of the year 1950, and that this indicates an 
increment in the worth of the stockholders’ investment, notwith- 
standing the net loss from operations since organization of the enter- 
prise. The going-concern values were appraised at approximately 
$67,000,000 in the fall of 1949. 

According to the Kaiser-Frazer Story published at Willow Run, 
Mich., December 5, 1949, Kaiser-Frazer Corp. then employed about 
11,000 people directly. An estimated 30,000 people were employed 
as and by dealers and distributors, and in addition approximately 
47,000 were emploved by direct and indirect suppliers who acted as 
suppliers for other manufacturers as well. The publication reported 
also that there were 40,000 stockholders and 400,000 owners of Kaiser- 
Frazer cars. The investments which dealers and distributors had 
made under their franchises were reported to total about $200,000,000. 
The company now reports that there are more than 600,000 owners 
of Kaiser-Frazer cars. 


S. Rept. 552, 82-1———-2 
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FINANCING IN THE PERIOD PRECEDING THE RFC FINANCING 


The original capital of Kaiser-Frazer Corp. was $5,000,000, half 
of which was supplied by the Kaiser interests and half by the Graham- 
Paige Motor Corp. interests. 

When Kaiser-Frazer was organized formally under the laws of the 
State of Nevada, the authorized capital was established at 5 million 
shares of common stock having a par value of $1 each. Five hundred 
thousand of these shares were issued to the Kaiser and Graham-Paige 
interests at $10 a share when the first $5,000,000 of capital was paid 
in, and 1,700,000 shares were offered to the public on September 7, 
1945, at $10 a share. A second public offering of 1,800,000 shares 
was made on January 23, 1946, the price at that time being $20.25 
per share. The total proceeds from the issue of capital stock, after 
the second public offering, amounted to $54,466,274. 

On January 31, 1947, 750,000 additional common shares were 
issued in exchange for the net assets of Graham-Paige Motors Corp. 
which went out of the automobile business at that time. It had 
shared with Kaiser-Frazer in the use of the Willow Run facilities. 

There was to have been a third public offering of common stock in 
February of 1948. However, one of the underwriters withdrew from 
the financing before public offering was made, and sale of the stock 
was not consummated. 

During the month of January 1947 the Bank of America supplied 
$12 million to Kaiser-Frazer on a working capital loan which was re- 
paid on December 29 of that year. On February 24, 1948, after the 
proposed equity financing had failed to come off, the Bank of America 
supplied the corporation with working capital of $10 million which 
was repaid on November 24, 1948. One of the requirements for each 
of these loans was a guaranty by the Henry J. Kaiser Co., the Kaiser 
Co., Kaiser Engineers, etc., and Mr. Frazer personally. 

On December 28, 1948, the corporation entered into a credit agree- 
ment with the Bank of America and the Mellon National Bank & 
Trust Co. Under this agreement the banks undertook to furnish a 
line of credit up to $20 million. The credit agreement contained re- 
strictions with regard to the payment of dividends by Kaiser-Frazer, 
and with regard to the maintenance of working capital (as defined in 
the agreement) at a required level ($20 million). It provided also 
that loans made under the agreement would be collateralized by a 
guaranty agreement. The guarantors were the Henry J. Kaiser Co., 
the Kaiser Co., and Kaiser Engineers, Inc., who undertook in their 
agreement that they too would meet certain restrictive requirements 
with regard to the payment of dividends and the maintenance of 
liquidity. 

On March 28, 1949, the credit agreement between Kaiser-Frazer 
Corp. and the two banks was amended to substitute $18 million as 
the amount of working capital which the borrower undertook to main- 
tain during the life of the loan. 

The credit agreement specified that the amounts borrowed should 
be repaid to the banks by January 1, 1951. A total of $16 million 
was borrowed under the agreement, and it was repaid in full on 
November 9, 1949, half by the direct application of the proceeds of 
the first RFC loan and half out of other funds of the borrower to 
which $3,285,000 had been added that day from the proceeds of the 


first RFC loan. 
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RESULTS OF OPERATIONS THROUGH 1949 


During 1946, some 11,800 automobiles were produced and sold by 
Kaiser-Frazer Corp. and operating losses of $19,285,000 were incurred. 
In 1947 and 1948, 325,500 cars were produced and sold, and net earn- 
ings for these 2 years aggregated $29,378,000. At the close of 1948 
the corporation had an earned surplus balance of $9,320,374 and it 
had working capital of $42,900,000. 

According to the report of RFC examiner J. F. Williams, the prin- 
cipal reasons for the large sales and the profits of Kaiser-Frazer in 
1947 and 1948 were, first, the availability of the car; second, the 
substantial trade-in value allowed on other types of cars; and third, 
the fact that a uniform price was quoted and prospective buyers could 
acquire Kaiser-Frazer cars without paying premiums on the side. 

By mid-1949, however, it was apparent that the automobile field 
had again become competitive, and that Kaiser-Frazer’s position in 
the market had become less favorable as a result. Only 58,000 auto- 
mobiles were sold in 1949, the plant was shut down on October 21, 
and heavy operating losses were sustained. The annual report of the 
corporation for the year 1949 shows that losses totaled $30,329,351 
after taking into account a $9,000,000 Federal income tax recovery 
under the loss-carry-back provisions of the Revenue Code. Losses 
were $39,329,351 before the tax adjustment. Deficit at the year end 
was $21,008,977. 

The 1949 losses were heavier than had been anticipated. When the 
corporation applied for an RFC loan at about the end of September, 
it had been forecast that production would average 350 cars per day 
for the remainder of the year and that losses for the year would 
approach $15,000,000. 

In the opinion of the Kaiser-Frazer management, the circumstances 
encountered in 1949 indicated that a wholly new line of cars was 
required to compete with style and design changes made by others 
in the industry. This had been recognized early in the year, accord- 
ing to the year-end report, and it was one of the primary reasons why 
the corporation sought the RFC assistance formally applied for on 
September 23, 1949. 


THE FIRST RFC LOAN, $34,400,000 TO KAISER-FRAZER CORP. 


According to the 1949 annual report of Kaiser-Frazer Corp., 
negotiations for an RFC loan were begun early in the summer of 1949. 
They continued for 5 months. 

After the RFC directors had given indication that the request 
would be favorably considered, but before any commitments had been 
made, a formal application was filed with RFC on September 23, 
1949, for a 10-vear direct loan of $30,000,000, the proceeds to be used 
for engineering, retooling, and working capital in connection with 
initial production of new lines of automobiles. At the same time, 
Mr. Edgar Kaiser, the applicant’s president, advised RFC of the 
intention to make a further application for a $15,000,000 line of credit 
to enable the corporation to place stocks of cars in the hands of dealers. 

The formal application for the $30,000,000 loan was made directly 
to the Washington office of RFC, and it was examined immediately 
by the Washington examiner, J. F. Williams. His report is dated 
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September 30, 1949. The examiner estimated Kaiser-Frazer’s finan- 
cial requirements at $34,400,000. He recommended that RFC lend 
$24,400,000 and that the “Kaiser interests” supply $10,000,000 in 
working capital which could be withdrawn only in limited amounts 
and over a 10-year period. 

The files do not show what action was taken by the Washington 
review committee on this application. This would normally indicate 
that the review committee did not take the application under con- 
sideration. However, it has been represented to the subcommittee 
that although the review committee did not report upon the Kaiser- 
Frazer application, it-did have the loan under consideration for several 
days and, contrary to the usual custom, each of its members was 
called before the Board of Directors and individually polled as to his 
views. It has been represented to the subcommittee, also, that the 
review committee members regarded the collateral as adequate, but 
that each one expressed doubt as to whether the loan could be repaid 
from earnings. 

On October 6, 1949, the Board of Directors of RFC approved a 
10-year, direct, 4-percent loan of $34,400,000, repayable $940,000 each 
January 2 and $2,500,000 each July 1, beginning in 1951. 

The fact of the negotiations between Kaiser-Fraser and the RFC 
first came to public notice after the loan had been approved. The 
chairman of the subcommittee thereupon made inquiry, on October 
11, to which the RFC replied on October 25, stating that the loan was 
well secured and would be repaid. Upon receipt of the letter from 
RFC, the chairman wired the RFC, asking that the loan be held up 
until the subcommittee could give it consideration. Other members 
of the subcommittee joined in this request. The RFC declined to do 
a Later the chairman stated that he saw no justification for the 
oan. 

The proceeds from this loan were to be divided into three parts 
One portion amounting to $18,000,000 was earmarked for the acquisi- 
tion and installation of tooling for new model automobiles other than 
a proposed new lightweight model (later named the Henry J.). A 
second portion amounting to $4,400,000 was designated for the engi- 
neering of the Henry J., a completely new, onal: lightweight, low- 
priced car. This work was to be undertaken at a later date when 
existing models had been redesigned. The remainder of the loan, 
$12,000,000, was to be used solely for operating expenses. The 
resolution was clarified later (November 3, 1949) to earmark the 
$12,000,000 portion for use as working capital, not more than $8,000,- 
000 of which would be applied to the repayment of indebtedness owed 
to the Bank of America and the Mellon National Bank. This indebt- 
edness amounted to $16,000,000. 

Although the RFC loan resolution designated only $8,000,000 of 
the loan proceeds for payment to the banks, it was recognized by 
RFC that the other proceeds of the loan would supplant some part of a 
second $8,000,000 total which would thereby be released from the 
borrower’s other funds so that the banks could be paid in full forth- 
with. This was said to be necessary in order to bring about the release 
of collateral so that it could be pledged on the RFC loan. 

Collateral for repayment of the $34,400,000 loan consisted of (a) 
mortgages on all land, buildings, machinery, and equipment owned 
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by the borrower in California and Michigan; (5) hypothecation of the 
borrower’s interest in machinery and equipment located in suppliers’ 

plants; and (c) assignment of the borrower’s investment in the capital 
stock and indebtedness of the subsidiary, Kaiser-Frazer Sales Corp. 

The physical collateral ((@) and_(6) together] was appraised by the 
engineering firm of Coverdale & Colpitts at a going-concern value of 
$58 million and a piece-by-piece liquidating value of $35.5 million. 
To this there would be added, from use of the loan proceeds, machinery 
and equipment costing $18 million, and having a going-concern value 
of $9 million, a liquidating value of $1.8 million. 

The grand total going-concern value of $67 million and the grand 
total piece-by-piece liquidating value of $37.3 million included $45.9 
million and $28.8 million, respectively, as the value of the plant 
facilities at Willow Run which Kaiser-Frazer Corp. was then in the 
process of acquiring from the Government of the United States, and 
with respect to which the Government already held the equivalent of a 
first mortgage lien. 

Sale and conveyance of the Willow Run facilities had not been 
perfected when the RFC loan was made.! Kaiser-Frazer occupied 
the premises under a lease which had been negotiated with the RFC 
in October 1945 and it held equitable title to the facilities subject to 
the Government’s rights vested in the General Services Administration 
(or its predecessor). These rights were the equivalent of a first- 
mortgage lien against the properties. A formal purchase-money 
mortgage was executed on November 4, 1949, the lease was canceled, 
and the conv evance was then completed. 

The Willow Run plant had been constructed by the Government at 
a cost of $42.3 million. It was sold to Kaiser-Frazer Corp. for $15.1 
million. In converting the facilities for the manufacture of automo- 
biles, the corporation expended another $22.3 million, most of which 

went for machinery, equipment, and fixtures excluded from the lien 
created by the GSA purchase-money mortgage. Also included in the 
expenditure of $22.3 million, however, were the costs of constructing 
certain mezzanines, and the cost of adding a third floor to one of the 
buildings. 

On November 4, 1949, the Government’s lien against the Willow 
Run plant, arising from the purchase-money mortgage, was subor- 
dinated to the first-mortgage lien which RFC required under the loan 

resolution of October 6, 1949. To the extent of the assets covered by 
the purchase-money mortgage this subordination agreement and the 
pledge of facilities against the RFC loan added little ‘if anything to the 
over-all securitv of the Government’s interest in or advances to 
Kaiser-Frazer Corp. However, it was regarded by RFC as an 
important condition precedent to its approv al of the $34,400 ,000 loan. 

Repayment of this loan is guaranteed in part by Henry J. Kaiser 
Co. and Kaiser Industries, ‘Inc. These are operating companies 
owned privately by the Kaiser family and keymen of the Kaiser 
enterprises and they have substantial investments in various Kaiser- 

1 Purchase of the Willow Run facilities by Kaiser-Frazer Corp. from War Assets Administration was 
effected in November 1948, documents were executed December 1, 1948 (at Chicago regional office of War 


Assets), and the required down payment of $1,510,000 was made by Kaiser-Frazer at that time. 

The purchase was made subject to a national security clause mutually satisfactory to Kaiser-Frazer and 
the Munitions Board. 

Months of negotiations on this 1 point ensued and agreement was not reached until October 1949. Accord- 
ingly the definitive purchase documents and purchase money mortgage were then drawn up to include the 
agreed-upon national security clause. The original and definitive purchase documents carried the same 
date; i. e., December 1, 1948, 
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managed companies. Kaiser Industries, Inc., came into existence bv 
merger of the Kaiser Co., and Kaiser Engineers, Inc., which, with 
Henry J. Kaiser Co., had been guarantors under previous Kaiser- 
Frazer credit agreements. Terms of the guaranty will be discussed 
below in connection with the $10,000,000 loan to Kaiser-Frazer Sales 
Corp. 


THE SECOND RFC LOAN, $10,000,000 TO KAISER-FRAZER SALES CORP. 


Having given advance notice on September 23, 1949, Kaiser-Frazer 
Sales Corp. applied directly to the Washington office of RFC on 
October 10, 1949, for a 3-year loan of $15,000,000. The purpose of 
this loan was to provide financing on a revolving-fund basis so that the 
subsidiary could purchase automobiles from Kaiser-Frazer Corp. and 
place them with dealers and distributors, whose credit available from 
banks and finance companies did not permit the maintenance of 
adequate stocks. 

The Washington examiner, J. F. Williams, approved the application, 
feeling that the loan would strengthen Kaiser-Frazer and aid the 3,200 
active dealers. He pointed out specifically, also: 

That the funds which are sought are to be used to supplement eredits from 


finance companies and banks and in no instance are they to be used in substitution 
of such credits. 


The Washington review committee recommended that this loan be 
declined. The entire text of the review committee’s comments is as 
follows: 


This application for a loan of $15,000,000 is in effect an additional loan to 
Kaiser-Frazer Corp. to enable that company to provide assistance to its dealers 
and distributors. On a going-concern basis, advances of 90 percent of the net 
cost to the dealers would appear to afford a fairly satisfactory collateral margin 
if the dealers are financially able to provide the marginal financing necessary in 
the operation, including the carrying of trade-in cars until they ean be sold and 
meeting overhead expenses. There is considerable doubt whether ability to 

rovide such marginal financing prevails throughout the Kaiser-Frazer dealers. 

f for any reason the manufacturing company aided by the $34,000,000 is unable 
to continue on a profitable basis at any time during the life of the loans, the new 
cars then on hand, securing the $15,000,000 loan, could not, in the opinion of the 
committee, be sold for an amount sufficient to liquidate the loan. 

Based on available information, the committee takes the position that repay- 
ment of the proposed loan is not reasonably assured, feeling that there exists too 
much uncertainty regarding the ability of the Kaiser-Frazer Co., as presently 
financed, to produce its cars successfully, and that the margin the Corporation 
would have in the automobile collateral would not be adequate in the event of 
liquidation. 


On October 21, 1949, the Board of Directors of RFC approved a 
direct 18-month loan of $10,000,000 to Kaiser-Frazer Sales Corp. 
This was to be secured by new Kaisers and Frazers at a loan value 
of approximately 90 percent of cost to the dealer, including tax and 
freight but no accessories. 

Repayment of this loan is guaranteed by Kaiser-Frazer Corp. 
and by Henry J. Kaiser Co. and Kaiser Industries, Inc. The latter 
two companies, as noted above, were already guarantors of the $34.4 
million loan to Kaiser-Frazer Corp. It was resolved that their 
liability, under both guaranties, should not exceed $15 million. 

The guaranty given by these companies is secured by the pledge 
of collateral whose sound value was required by the loan resolution 
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to be not less than $10 million. This requirement was met by the 
pledge of 550,000 shares of the common stock of Permanente Metals 
Corp., now Kaiser Aluminum & Chemical Corp., (out of 1,300,000 
shares—49.76 percent—owned by Kaiser interests) and 100,000 shares 
of the common stock of Permanente Cement Co. (out of 212,749 
shares—30.4 percent—owned by Kaiser interests). Shortly after the 
middle of July 1950, RFC received an additional 100,000 shares of 
stock in the Permanente Cement Co. in order to maintain the level of 
the collateral, there having been a 100-percent stock dividend. 

Because additional working capital funds were required by Kaiser- 
Frazer Corp., the RFC Board, on April 10, 1950, approved a $5,000,006 
disbursement to Kaiser-Frazer Sales Corp. under the $10,000,000 
authorization, under circumstances not contemplated by the loan 
resolution of October 21, 1949. Purpose of the $5,000,000 disburse- 
ment was to permit the subsidiary to acquire service parts and acces- 
sories from the parent and to accelerate intercompany payment for 
finished new automobiles, thereby augmenting the parent’s working 
capital. The disbursement was to be made against the undisbursed 
portion of the commitment, or by the release of cash collateral. In 
place of finished automobiles or cash collateral, RFC agreed with 
respect to this portion of the loan to accept as collateral (@) service 
parts and accessories at 50 percent of book value, (6) new automobiles 
‘in float’? at 80 percent of book value, and (c) accounts receivable, 
from customers for automotive parts at 50 percent of book value, 
provided that the disbursement in question would be outstanding for 
no longer than 6 months. This change was made against the advice 
of the Washington review committee, but it had been recommended 
by the Detroit loan agency and the Washington examiner assigned 
to the Kaiser-Frazer loans. 

On July 12, 1950, a further change in the collateral requirements on 
the $10,000,000 loan was requested by the borrower. Permission was 
asked to substitute in lieu of cash collateral, receivables arising from 
the sale of new cars to distributors and dealers, other receivables, 
finished cars built but not O. K.’d, and warehouse receipts covering 
parts and materials acquired for use in the manufacturing operations 
of the parent corporation. The borrower’s request was granted on 
July 17, 1950, without the $5,000,000 limitation attached to the 
previous action of April 10, 1950, and without the 6-month limitation. 


REASONS WHY THE LOANS WERE GRANTED 


In a letter addressed to Senator J. W. Fulbright, chairman of the 
RFC Subcommittee of the Senate Committee on Banking and 
Currency, Chairman Harley Hise, of RFC, pointed out on October 25, 
1949: 


Kaiser-Frazer employs directly approximately 10,000 persons and reasonably 
estimates that an additional 44,000 are employed by more than 1,000 small manu- 
facturers which supply parts and materials and by dealers and distributors of 
Kaiser-Frazer automobiles and automobile accessories throughout the Nation. 
The widespread public interest in the suecess of Kaiser-Frazer springs not only 
from the number of employees and the number of small businesses which are, 
to a large extent, dependent upon it, but also by reason of the broad distribution 
of its stock, which is held by approximately 40.000 stockholders. Mr. Henry 
Kaiser, the members of his family, and the various companies in which they are 
interested own less than 10 percent of the stock of Kaiser-Frazer Corp 
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The letter went on to say: 


The Directors of RFC are convinced that these loans will enable Kaiser-Frazer 
Corp. to maintain a production level that will insure profitable operation, will 
provide employment for thousands of workers, will assist and encourage many 
small businesses, will increase production in a number of manufacturing fields, 
and generally will promote the economic stability of the country. 


The alternative to approval of the original Kaiser-Frazer loan ap- 
plication, according to the applicant, would have been liquidation of 
the enterprise, an event which would have had a serious effect on a 
great many people. Dealers and distributors had an estimated in- 
vestment of $175,000,000 in sales, service, and parts facilities and it 
was estimated that the annual payrolls of Kaiser-Frazer and of 
dealers, distributors, and suppliers supported by Kaiser-Frazer ap- 
proached $100,000, 000. The maintenance of employment stability 
in this structure was one of the principal objectives sought by ap- 
proval of the loan application—it has not been contended that there 
was an existing labor-market emergency which the loan would correct. * 

That there was no labor-market emergency in the corporation’s 
principal industrial area in September 1949 was shown by the Detroit 
Labor Market Letter for that month published by the Unemploy- 
ment Compensation Commission of the State of Michigan. It 
reported that— 
employment forged higher for the fourth straight month * * * chief strength 


(coming) from the brisk pace of production in auto assembly and feeder plants, 
a pick-up in trade and the reopening of schools. 


It reported also that— 
unemployment continued on the down grade * * * 


Employment stability in the Kaiser-Frazer distribution system in 
1949 was the relative stability of a developing organization rather 
than the more settled stability of an established organization. The 
following appeared in a recent issue of Fortune magazine: 

The sales crisis began in 1948 with regulation W, and came to a head early in 
1949, when the old car would sell no longer. Fully 2,000 dealers have since 
given up or been replaced. Upon becoming president early in 1949, Edgar Kaiser 
appointed as sales manager, Walter de Martini * * * Edgar and de Martini 
flew the rounds, encouraging, consoling, hiring and firing. They ended up with 
around 2,000 dealers they describe as excellent and have since taken on 700 or 
800 more. Edgar now says he is as optimistic about his dealers as he is about 
his cars (Fortune, July 1951, p. 158). 


Before approving the first loan, RFC was advised that Kaiser- 
Frazer had laid out a complete program for reorganizing and strength- 
ening the selling activities. It undoubtedly understood the nature 
of the employment problem. 

The Kaiser-Frazer Corp. prepared a formal statement of the 
reasons why RFC was willing to make the loans. In response to the 
question “‘Why did the RFC consider the Kaiser-Frazer financing 
a sound investment?” it reported in the Kaiser-Frazer Story on 
December 5, 1949: 


There are six reasons and six reasons only: 

1. Independent investigation by recognized engineers verified that Kaiser- 
Frazer possessed solid assets to secure financing. 

2. Independent customer studies—based on searching investigation—demon- 
strated that our products are well designed, well engineered, that our customers 
are satisfied, and that a sound market exists for these products. 

3. Because the RFC has confidence in the management of the company and its 
future plans. 
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4. Because the Kaiser enterprises, under the direction of Henry J. Kaiser, have 
built a sound credit record with the RFC and with private banking institutions. 

5. Because more than 55,000 persons are dependent, directly or indirectly, for 
their livelihood on Kaiser-Frazer. 


6. Because security for the loan includes a $15,000,000 guaranty by Henry J. 
Kaiser Co. and Kaiser Engineers, Inc., of which amount a total of $10, 000,000 is 
in the form of collateral acceptable to REC. 


This statement was published again on April 3, 1950, when the 
corporation released its annual report to stockholders for the year 1949; 
here was another circumstance existing early in October 1949 
which, though it may not have been a reason for the loan, was im- 
portantly affected by the success of the loan application. 

The credit agreement of December 28, 1948, between Kaiser-Frazer 
Corp., as borrower, and the Mellon National Bank and the Bank of 
America as lenders, first provided that the borrower would maintain 
working capital (as defined in the agreement) at $20,000,000. On 
December 31, 1948, the working capital stood at $26,915, 651. This 
requirement in the ‘credit agreement was relaxed on March 28, 1949, 
so that $18,000,000 became the required working capital. At the end 
of that month, ‘according to the consolidated balance sheet of Kaiser- 
Frazer Corp. and subsidiaries, working capital stood at $19,650,000 

At the close of September 1949, the consolidated balance sheet 
reported a working capital total of $16,458,180, which was less than the 
amended requirement and, accordingly, when Kaiser-Frazer Corp. 
filed its first loan application with RFC, it was no longer conforming 
with this provision of the credit agreement. 

The company had cash balances of $9,905,000 at its disposal and 
it had current liabilities of $9,374,000 in addition to the $16,000,000 
owed on the bank loans. These and other significant items entering 
into the determination of the working capital are shown in the 
following statement: 


Kaiser-Frazer Corp. and subsidiaries working capital at Sept. 30, 1949 
Current assets: 


Ce a a a aa a _.. $9, 904, 901. 76 
ns acter ales wil nw sume 191, 575. 48 
Accounts receivable: 
Customers for automotive products___-___.---------- 1, 635, 374. 57 
Vendors and others (principally for materials furnished) 
ORS TORRENS Be oie ok meen cine nn new 2, 955, 190. 00 
Inventories (less reserve $2,118,614.94)________- _. 25, 819, 604. 53 


Prepaid insurance, taxes and other SN cai a ol ._ 1,325, 681. 37 


rrp 3 Al, 832, 327. 71 


ee 
Current liabilities: 
een GONGNeD. ....-..-......-----.-------- . 3, 588, 792. 65 
Liability for acquisition of steel capacity rights (payable 








within 1 a a ei ti oS ae at ON ies bs pie eww ar 480, 000. 00 
Mortgages (payable within 1 year)_...._.._._._-._--_-- a 101, 630. 76 
nn EE RADII CR ee kk ee iwweceun 1, 127, 056. 01 
Excise, property and other taxes___...___......-__-_--- _ 1, 238, 850. 66 
ReuRIn UI AUIS So ec ibe cc en cue nese 2, 837, 817. 22 

NII ig ha) 6 cen Scie Toad di aetain wate s~ 9, 374, 147. 30 

Working capital as determined on the conventional basis from 
the companion’ own statement... .< ..2....66-..........---- 32, 458, 180. 41 
Deduct bank loans payable Jan. 31, 1951_._......._-_-------- 16, 000, 000. 00 
Working capital! as defined in the credit agreement_---_- -- 16, 458, 180. 41 


8. Rept. 552, 82-2-——-3 
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With reference to its financial position, the company reported to 
RFC on September 23, 1949: 


The company cannot, however, with the funds now available to it, including 
the $16,000,000 which it has borrowed from two banks, pay for the tooling for 
these (new) models and maintain sufficient working capital. If therefore, it does 
not obtain additional funds, it will have no alternative but to follow a plan which 
would call for the liquidation of its business. In such event, cash sufficient to 
repay the existing bank loan would be available and applied to this purpose. 


Because of the tight working-capital position of Kaiser-Fraser, 
default under the credit agreement was imminent and the guarantors 
might have been called upon to meet a repayment demand on the 
$16,000,000 loan. On the other hand, of course, the banks might 
have been satisfied for the borrower to repay the loan over a period 
of time through the liquidation of its $26,000,000 inventory and 
other assets. Both of these alternatives have been described as 
“heavy strictures” and either of them was highly undesirable from 
the standpoint of the Kaiser interests. The imminence of both was 
removed when the RFC loan application was approved. 

It has been represented to the subcommittee that the RFC had this 
matter under consideration and that it was satisfied the loan would be 
no “bail-out”’ of guarantors or banks. However, the records of RFC 
do not indicate when or how it entered into the Directors’ deliberations. 

It has not been asserted either in the public statements of the bor- 
rower, or in those of the RFC Directors, that the Kaiser-Frazer loans 
were made co stimulate competition in the automobile industry. The 
possibility that they might serve that purpose did come under con- 
sideration, however. When the first loan application was filed, after 
months of informal negotiation, Kaiser-Frazer addressed a letter to 
the Chairman of the RFC; it closed with these paragraphs: 

There is one additional factor in this case which we submit for such considera- 
tion as the Board may take into account under its regulations: 

It is not our desire, in any sense, to state by inference or otherwise, whether or 
not a monopoly exists in the automobile business. Yet, it is common knowledge 
that three concerns dominate the industry. 

We believe we can make a valuable contribution to the entire country and to 
its future if we demonstrate that a new firm can successfully enter this competi- 
tive field, and, in fact, more than 30,000 stockholders have indicated their belief 
in this by investing over $50,000,000 in the common stock of K-F. Our Nation 
is built on the principle of enterprise. A failure of K-F would certainly be a 


warning to those considering entering competitive fields that the opportunity is 
seriously limited. 

We believe that, with the help the RFC can give us under the law enacted for 
this purpose, we can demonstrate that this country still offers epportunity if 
integrity and work are part of the ingredients of the business. 


The entire letter is reproduced in this report at page 20. 


BORROWER’S OPERATIONS AFTER SEPTEMBER 30, 1949 


In September of 1949 the Kaiser-Frazer financial situation was desperate. 

Its plant was shut down, 

Ten thousand men who had been employed were out of a job. 

The result of their efforts, financial and physical, of building a sales organization 
was fast disintegrating. The dealers were stocked with cars they couldn’t sell 
because while you could trade in almost any car and be sure that you would get a 
new model of the same make, you couldn’t do this with a Kaiser or a Frazer. 
They weren’t being made. 

There were no new model Kaiser-Frazer automobiles on the floors of the 
dealers. 

The lush days were gone. ' 
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The big companies were now making automobiles and the waiting lists for 
automobiles were gradually disappearing. 

Kaiser-Frazer needed money for new models, for new tools, dies, etc., because 
it was now beginning to face stiff competition (Frank A. Picard, United States 
district judge, August 10, 1950, in a decision settling certain stockholders’ litiga- 
tion against Kaiser-Frazer in the company’s favor). 

Operating net losses of Kaiser-Frazer Corp. and subsidiaries for the 
7 months ended July 31, 1949, amounted to $9,481,000. It was esti- 
mated that losses of $5,700,000 would be sustained in the last 5 months 
of the year with production averaging 350 cars daily. However, the 
plant was shut down on October 21, 1949, and the year’s losses totaled 
$30,329,351. About 58,000 automobiles were sold. 

The forecasts which accompanied the loan application filed with 
RFC contemplated that 1950 production would average 350 cars 
daily for the first 8 months and 700 cars daily after that. Losses for 
1950 were expected to come to $5,900,000. For 1951, with production 
running at the rate of 700 cars daily ail year, a net profit of $15,400,000 
was forecast. 

Production was resumed at Willow Run early in January 1950 and 
by the end of June, 45,400 automobiles had been produced. Factory 
shipments to dealers totaled some 47,400 automobiles and 35,700 were 
sold by dealers. The corporation’s net loss for the six-month period 
has‘not been publicly reported. 

The RFC loans had been disbursed in full by June 30, 1950, not- 
withstanding that adverse changes had occurred in the borrower’s 
financial position from time to time. Because of these adverse changes 
the several loan disbursements were made on specific authorizations 
of the RFC Washington office, rather than in the ordinary course of 
business through the Detroit office. 


THE THIRD RFC LOAN, $25,000,000 TO KAISER-FRAZER SALES CORP. 


On December 5, 1950, Chairman W. E. Harber announced the 
terms under which RFC had agreed to make a loan of $25,000,000 to 
be added to the balance of $44,000,000 already outstanding. The 
Wall Street Journal of Saturday, December 2, 1950, quoted Chairman 
Harber as saying in a preliminary announcement that the RFC 
naturally wanted to see the company continue in production, because 
the loans already made to it would be somewhat less secure if it were 
forced to shut down. Also, he stated that the Government had an 
interest in seeing that the plant at Willow Run and the company’s 
organization were kept going for possible war work. 

According to Director W. E. Willett, when the new request was 
first presented, before the middle of November, Edgar Kaiser had 
asked for $38,000,000, but had said that 10 or 15 million more 
might be required later. Edgar Kaiser is the president of Kaiser- 
Frazer Corp. Under the circumstances to which RFC was respond- 
ing when this new loan was granted, it was foreseen that the loans to 
Kaiser-Frazer and its subsidiary might mount to $97,000,000. 

Kaiser-Frazer Sales Corp. first approached the subject of the new 
loan in October or early in November of 1950. The original negotia- 
tions were made directly with the RFC Board of Directors and with 
its individual members. 

On November 16, 1950, a loan application was filed with the Detroit 
RFC loan agency which rendered its report of examination under the 
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same date. The agency examiner recommended that the application 
be declined because the collateral was deemed marginal and the 
company’s future prospects seemed unfavorable. In making his 
recommendation the examiner said: 

The propriety of granting a loan which, in effect, would circumvent regulation 
W, or the possible criticism to which RFC might be subjected by reason of the 
granting of such a loan, are not within the proper province of this examiner and 
must be left for determination at a higher level. 

The agency review committee and the agency manager unquali- 
fiedly concurred in the examiner’s recommendation. The advisory 
committee was not consulted. 

Washington Examiner J. F. Williams, who had acted favorably on 
the other Kaiser-Frazer applications, did so also on.this one, but 
proposed that the amount be $25,000,000 and not $38,000,000 as 
requested. Examiner Williams’ proposal was worked out in collabo- 
ration with the Directors, or some of them. His report was issued 
under the date November 28, 1950. Under the same date the Wash- 
ington review committee, consisting of six men, unanimously recom- 
mended: 

Decline in concurrence with agency examiner; also extended financial condition 
and the granting of the loan would to some extent, at least, appear to circumvent 
regulation W. ; 

Examiner Williams has advised the subcommittee that he felt the 
loan could not circumvent regulation W, since that regulation affected 
only the retail sale of automobiles, and not their sale at wholesale. 
Kaiser-Frazer Corp. distributed automebiles only at wholesale. Ac- 
cording to Williams, his view was shared by the Board of Directors. 
Notwithstanding this technical distinction, the restrictive effect of 
regulation W was one of the primary factors underlying the need for 
the loan which was sought as a means of financing the storage of cars 
that could not be sold. 

The Detroit agency manager, Henry Eckfeld, changed his recom- 
mendation on the third loan application on November 27, 1950. 
He had unqualifiedly concurred in the agency examiner’s recommen- 
dation, but during the course of November 27 he discussed the appli- 
cation with Williams and decided to support Williams’ plan, pro- 
vided that important additional conditions be imposed. In a special 
memorandum Williams said: 

By telegram late in the afternoon of the same day—namely, November 27— 
Mr. Eckfeld wired Mr. Dodds, the following recommendation which it is my 
understanding represents the views of the agency. 

The recommendation was for a $25,000,000 loan, substantially on 
the terms originally outlined by Williams. It proposed the additional 
condition that the guaranty on the three loans, provided by the 
Kaiser interests, be increased from $15,000,000 to $20,000,000. 

The decision to lend an additional $25,000,000 to Kaiser-Frazer 
was a difficult one for the RFC Board. A $44,000,000 investment 
had already been made and to some extent it was in jeopardy. The 
Board sought the counsel of the National Security Resources Board, 
the Munitions Board, the Economic Stabilization Administrator, the 
National Production Administrator, the Wage Stabilization Admin- 
istrator, and others, including officials, but not the Governors, of the 
Federal Reserve Board. These agencies declined to share responsi- 
bility for the decision. 
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Late in the afternoon on November 30, 1950, RFC presented Edgar 
Kaiser with the conditions on which it would be willing to lend 
$25,000,000. Included was the requirement that the borrower 
agree— 

Not to raise price of cars beyond its prevailing December 1, 1950, price with- 
out RFC’s written consent; and 

Not to purchase or contract for raw materials in critical, short supply except 
if necessary to convert materials or work in process already on hand into new 
finished automobiles. 

There was some feeling on the part of the RFC Board that the 
borrower was speculating on a price rise and the first of the two con- 
ditions was considered necessary to eliminate the speculative factor. 
The second of the two conditions was deemed necessary to bring 
about liquidation of the parts inventory, and it was said if this were 
not done it was almost certain that the circumstances then existing 
would exist again a year later. 

The borrower's president, on the other hand, felt that the conditions 
were excessively severe and that their public announcement might be 
injurious, even to the extent of forcing Kaiser-Frazer into receivership 
and liquidation. Negotiations were resumed directly with the REC 
Board of Directors. 

On Monday, December 4, Henry Kaiser came to Washington to 
participate in the negotiations. In a meeting held at the RFC at 
4:30 Monday afternoon the parties came to agreement on the $25,- 
000,000 loan. RFC had recast the conditions at a 10 o’clock Board 
meeting that morning. 

Under the agreement approved at the Monday Board meeting, the 
price-freeze condition was retained and the condition which shut off pur- 
chases was included in modified form. As originally proposed, this con- 
dition would have prohibited all further purchases of “raw materials in 
critical short supply except if necessary to convert materials or work in 
process already on hand into new finished automobiles.”” On Monday, 
the Directors agreed that the prohibition should not apply if the pur- 
chases contemplated had “approval of governmental agency charged 
with responsibility of controlling raw or critical materials.” The 
modification overcame the objection that the condition might place 
the company in liquidation. (For all practical purposes, the price 
and production control features of the loan agreement were elimin- 
ated completely on February 27, 1951—it was the borrower’s conten- 
tion at all times that RFC had no responsibility in this field.) 

The loan was announced at a press conference which RFC held on 
Tuesday morning, December 5, at 10 o’clock. By then the condi- 
tion regarding purchases had been modified again. As finally worded 
it prohibited only those purchases which the borrower might attempt 
to make ‘over the objections” of the NPA or its counterpart. 

In addition, between Monday morning and Tuesday morning, 
certain other last-minute changes were made. Instead of requiring 
that the full wholesale price of warehoused cars be paid on RFC 
loans as the cars were withdrawn from storage, the final agreement 
provided that RFC receive 90 percent of the price during the ensuing 
6 months and the full wholesale price after that. 

A guaranty provision contained in the loan agreement was also 
aie as part of the last-minute changes. The Kaiser interests 
agreed that they would increase existing guaranties from $15,000,000 
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to $20,000,000, the guaranties to be collateralized. In its final form 
the provision required collateral having a “‘sound value in the opinion 
of RFC of not less than $15,000,000.”” Collateral having a $15,000,000 
market value had been specified. The final agreement also gave the 
Kaiser interests the option of supplying Government bonds at par 
value as collateral for the guaranty. 

In another change, Kaiser-Frazer agreed to cut back its production 
rate by January 1, 1951, instead of by June 1, 1951. And finally, 
a provision was added to authorize the use of the loan proceeds for 
defense contracts, provided that the contracts would be assigned to 
RFC. As part of the loan agreement, Kaiser-Frazer undertook to— 
make conscientious efforts to obtain defense work and * * * give priority 
to any such work obtained over the production of automobiles. 

A few days after the $25 million loan had been granted, Kaiser- 
Frazer Sales Corp. borrowed $7,274,641 under the authorization. 
However, automobile sales during the month of December 1950 
exceeded expectations and by December 22, it was possible for the 
borrower to return the amounts withdrawn. They were deposited 
with the Detroit RFC loan agency as cash collateral. 

There were no further borrowings under the $25 million loan agree- 
ment until February 8, 1951, when the corporation asked RFC to 
advance $18,000,000 to be used as working capital during the period 
of a strike which was then in process. It was confidently predicted 
that the strike would be settled by the end of February. The amount 
of $7,274,641 then held in the cash collateral account was placed at 
the borrower’s disposal in response to this request, and it was agreed 
that the collateral securing the guaranty under the loan agreements 
would be maintained at a sound value of $20,000,000 in place of 
$15,000,000 as previously required. 

in April there were additional borrowings of about $12,930,000 
secured to the extent of $10,430,000 by warehouse receipts for new 
automobiles and $2,500,000 by purchase orders of Lockheed Aircraft 
Corp. under a defense contract. At the date of this presentation 
(May 31, 1951) withdrawals under the $25 million loan authorization 
amounted to $20,205,213. 


CONVERSION OF OPERATIONS FOR DEFENSE PRODUCTION 


On December 5, 1950, the same day that Kaiser-Frazer Sales Corp. 
accepted the terms of the $25 million loan, Henry Kaiser and Edgar 
Kaiser met with Under Secretary McCone of the Department of the 
Air Force and others to discuss the possible use of the Willow Run facil- 
ities for the production of aircraft. At the meeting, Kaiser-Frazer 
was asked to submit proposals contemplating the production of B-47 
bombers and C—119 troop-carrying transports. As the outgrowth of 
these discussions, an arrangement was made for the manufacture of 
transports at Willow Run. 

In January of 1951 the borrower asked to have the permission of 
RFC to negotiate for the purchase of the plant facilities in Detroit 
which it then operated under lease in the production of engines for 
Kaiser and Frazer automobiles. Acquisition of the plant was con- 
sidered essential as a part of the program for defense production. In 
connection with this request the borrower said that the Department 
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of the Air Force proposed to award Kaiser-Frazer Corp. a contract for 
the manufacture of airplane engines. 

Later in January of 1951, Lockheed Aircraft Corp. announced 
that it had signed a contract with Kaiser-Frazer Corp. for the fabrica- 
tion and assembly of certain airplane components, and in March of 
1951, the borrower asked RFC permission for the expenditure of 
$428,000 to acquire certain leasehold improvements at San Leandro, 
Calif., where it proposed to perform the Lockheed work. 

The defense production contracts were described as follows in the 
1950 annual financial report which Kaiser-Frazer Corp. addressed to 
its stockholders on April 3, 1951: 


We have enlisted our facilities in the service of national preparedness. Sub- 
stantial defense contracts have already been assigned to us. 

Our largest contract to date is with the United States Air Foree to produce 
Fairehild C-119 transport planes. These huge aircraft will be built at our Willow 
Run plant, which was originally constructed for volume plane production. We 
have rearranged the plant so that we can continue to produce upward of 1,000 
cars per day and vet devote ample floor space to aircraft production which will 
require the addition of between 8,000 and 13,000 workers to our roster. 

We have another substantial contract with the United States Air Force to 
produce Wright R-1300 aircraft engines. This contract is being fulfilled at our 
Detroit engine division plant, and at our Dowagiae facility. It will call for 4,000 
additional employees. Production of enough Kaiser automobile engines to meet 
our requirements will continue. 

We have also contracted with the Lockheed Aircraft Corp. for the fabrication 
and assembly of fuselage waist sections and center section flaps for the Lockheed 
P2V Navy antisubmarine patrol bombers. This assignment is being carried for- 
ward at a new Kaiser-Frazer plant near Oakland, Calif. 

We are currently negotiating with the Maritime Administration for shipbuilding 
contracts. As contracts are obtained, we are prepared to open and operate as a 
Kaiser-Frazer project one of the Government-owned west coast shipyards, which 
were Kaiser-managed during the last war. 

As you can see, these contracts, and others which we cannot disclose for security 
reasons, create responsibilities of the first magnitude during the coming year. 
We will be undertaking a major conversion, involving new products, more man- 
power, higher levels of production. Fortunately, we are not neweomers to 
defense production. There is at Kaiser-Frazer a great reservoir of experience, 
judgment, and skill—at both the policy-making and operational levels—which 
was acquired during World War II. The production records achieved by our 
people are now part of the tradition of American industry. It is a tradition we 
intend to continue. 


Kaiser-Frazer has recently purchased 49 percent of the stock of the 
Chase Aircraft Co. (Business Week, May 26, 1951). This company 
has developed the C-123 assault transport plane and, according to 
Kaiser-Frazer, the Air Force is now negotiating with Chase for the 
production of approximately $250,000,000 worth of these planes. 
These planes are to be built at Willow Run and are in addition to the 
contract for the C—119 planes. 

These aircraft contracts are in addition to the subcontract with 
Lockheed for aircraft components which Kaiser-Frazer is building at 
a plant in Oakland, Calif. Kasier-Frazer reports that it also has a 
contract to make body stampings for General Motors, and its engine 
division has a substantial contract to make aircraft engines. 

For the vear ended December 31, 1950, Kaiser-Frazer Corp. re- 
poried a net loss of $13,260,193. The accumulated deficit from opera- 
tions at the vear end amounted to $34,269,170. The remainder of 


_-- 


amounts invested by stockholders stood at $22,528,554 
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MODIFICATION OF THE LOAN AGREEMENTS TO ENCOURAGE PRIVATE 
FINANCING 


On April 19, 1951, the RFC Board of Directors took under considera- 
tion a request that the RFC cooperate with the Kaiser-Frazer Corp. 
in obtaiming a $25 million revolving credit from the Bank of America, 
the Mellon National Bank, and others, the revolving credit to be 
secured by defense contracts having a 90 percent Air Force guaranty 
and maturing within 30 months. Specifically, RFC was asked to 
waive principal repayments on the first loan ($34,400,000) until May 
30, 1954; to extend maturities on the second and third loans ($35,000,- 
000) until May 30, 1954; and to agree that it would not seek to effect 
collection of the loans by legal action so long as the private banks 
granting the V-loan revolving credit would refrain from taking legal 
action to enforce their obligations. 

In presenting this request Kaiser-Frazer Corp. described it as the 
first major move toward full repayment of the indebtedness owed to 
the RFC and its replacement by private financing. However, the 
request pointed out: 

In the event that it becomes impossible for us to consummate the proposed 
V-loan from banks on satisfactory terms, it will be necessary for us immediately 
to request the Reconstruction Finance Corporation to make available to us a 
$25-million, 30-month revolving credit for the purpose of performing our defense 
contracts. 

In agreeing to cooperate with the borrower under this plan, the 
RFC Board declined to postpone the fixed payments ($3,440,000 per 
annum) required under the first loan, and it made the proviso that 
interest rates under the first two Joan agreements be raised from 
4 percent to 5 percent. The third loan was made originally on a 
5-percent basis. Repayment of the second and third loans was post- 
poned as requested and a similar arrangement was made with regard 
to the repayments, if any, which might have been required under the 
first loan agreement on the basis of the borrower’s earnings. The 
resolution accomplishing these things was adopted by the Board on 
April 20, 1951. 

At May 31, 1951, a total of $31,695,931 was owed under the first 
loan agreement, $10,000,000 was owed under the second loan agree- 
ment, and $20,205,213 was owed under the third loan agreement. 
The three balances totaled $61,901,144. In addition, Kaiser-Frazer 
Corp. owed $12,231,000 under the GSA purchase-money mortgage. 
Excluding interest, the aggregate debt owed to the Government was 
$74,132,144. 

Wasuineoton, D. C., June 7, 1951. 


Kaiser-FRAzER Corp., 
Willow Run, Mich., September 23, 1949. 
Mr. Harwey Hiss, 
Chairman, Board of Directors, 
Reconstruction Finance Corporation, 
Washington, D. C. 


Dear Mr. Hise: We are submitting today to your Corporation an application 
for a loan in the amount of $30,000,000. The purpose of this loan is to provide 
funds for the acquisition of dies and tooling for new models of our products and 
for working capital therefor, both of which are necessary for the continued opera- 
tions of the Kaiser-Frazer Corp. 
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In addition to this application, we propose to make a further application for 
a line of credit in the amount of $1! ‘000,000 to be used for the purpose of enabling 
our dealers to carry adequate stocks of our cars until such time as they become 
strong enough to finance their own stocks. This plan would not replace present 
dealer-financing arrangements but would supplement them. The full details of 
this plan will be submitted at a later date. 

The purpose of this letter is to review briefly the events which have made this 
application necessary and our reasons for believing that it should receive your 
favorable consideration. 

In October of 1948 it became apparent that Kaiser-Frazer would require a 
substantial loan in order to carry forward its business. Sales, which had been at 
a highly profitable level, began to show a downward trend greater than the 
seasonal decline which was anticipated. In our opinion, the decline in sales 
resulted from the adverse change in the general economic situation, the credit 
restrictions in effect at the time, and the increased availability of steel, which 
enabled competitive manufacturers to produce in greater volume. 

After considerable negotiation in December, a line of credit was obtained from 
the Mellon National Bank and the Bank of America in the amount of $20,000,000. 
Of this amount, $16,000,000 has been borrowed to date and is due on January 31, 
1951, and no further borrowings on this line would help our situation. At the time 
the loan was obtained, K-F owed the Bank of America $8,000,000. In accordance 
with the specific terms of the credit agreement, the new loan was used to repay this 
former indebtedness and the balance was available only for working capital. 

Based on conditions existing at that time, it was indicated that the operations of 
Kaiser-Frazer would continue to be profitable even at the then forseeable reduced 
sales and that the loan could be repaid in the specified time—2 years—and leave 
adequate operating funds after providing for model changes. 

In the first quarter of 1949, competitive automobiles became available in in- 
creasingly larger numbers. The used-car market slumped badly, causing all 
dealers to take large losses on used-car stocks and making it difficult for 
many of our dealers to finance adequate stocks of new cars. These changed condi- 
tions reduced sales to such an extent that substantial losses were incurred by us. 
In April prices were reduced substantially in order to meet competition and, while 
this increased sales, it did not do so to the point where it was possible for K-F to 
break even at the lower prices. Subsequently, we have reduced our organization 
to reflect the present level of sales and, with other economies being given effect, the 
cash position should improve, but will not provide funds to finance the new models. 

The initial Kaiser and Frazer cars were produced in June of 1946 and were the 
first of any manufacturer which had been designed and: completely tooled after 
the end of the war. The same body and chassis, a four-door sedan powered with a 
six-cylinder 100-horsepower motor, was used for both the Kaiser and Frazer, but 
there was considerable difference in trim and appointments. In July of 1948, the 
1949 models were introduced. These were still the same basic car, but substantial 
changes were made in the external appearance and a number of mechanical im- 
provements were made. At that time, certain models were made available with 
112-horsepower motors. Plans are now in process for the 1950 models, which will 
again be the same basic car, modified in external details and trim. 

Sinee the introduction of Kaiser-Frazer cars, all other manufacturers have 
introduced new postwar models and, in practically every case, have followed to 
some degree the styling and general features of the Kaiser-Frazer line. We are 
convinced that, to continue in business, it is now essential for Kaiser-Frazer to 
build an entirely new line of cars. Designs have been completed for such a new 
line and a prototype is being tested at Willow Run. Members of our own organi- 
zation and a number of outsiders—many of whom are connected with the auto- 
motive industry—who have seen the car are enthusiastic with its possibilities. 
In order to insure production of this car by the early fall of 1950, which is 
traditionally the time for introduction of a new model, it is necessary that con- 
tracts be made at once for the required tooling and dies. 

We are submitting with our loan application, financial forecasts for the period 
August 1, 1949, to September 30, 1951. These forecasts are based on the average 
number of cars per day which have been sold by K-F dealers during the current 
period after meeting the competitive conditions referred to hereinbefore. based 
on such current trend of sales, these forecasts are predicated on the production of 
an average of 350 cars per day of the 1949 model through December 31, 1949, 
and an average of 350 cars per day of the 1950 model from January 1, 1950, to 
August 31, 1950. On the basis of this schedule, stringent economies are being 
put into effect throughout the entire organization in order to reduce production 
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costs, burden, and overhead to a minimum. These forecasts show that, while, 
at this production rate, it will not be possible to earn full depreciation and amorti- 
zation, there should be steady increases in cash. There is a reasonable expectation 
that sales may be increased with the introduction of the 1950 model and, should 
this occur, our financial position would be greatly improved from that shown in 
the forecasts. So as to present a conservative picture, we did not project any 
increased sales, however, until the introduction of the new models, which can be 
introduced in September 1950 if our loan application is approved. 

Forecast of sales of the new models are made on the basis of an average of 
700 cars per day. We believe this is reasonable and attainable for the following 
reasons: 

1. A complete line of four-door and two-door models will be produced. At 
present, we have only four-door models, which narrows our market considerably. 

2. Through improved engineering and use of standard parts, our new models 
will cost less to produce than our present cars, and we will be able to price them 
more favorably in relation to our competitors. ; 

3. Because of lower costs, it will be possible to give dealers a competitive dis- 
count, which they do not have at present. This will increase their ability to 
trade and place them in a better position to market the product. 

4. An intensive program is being carried on at present, with the assistance of 
two nationally recognized consulting marketing organizations to strengthen and 
improve the quality of our dealer body and our own sales organization. These 
efforts should begin to show results some time before the new models are introduced. 

5. The introduction of a completely new car will be further evidence that 
Kaiser-Frazer is in business to stay and will increase public confidence in our 
product and substantially improve customer aeceptance. 

6. A large percentage of new car buyers are repeat buyers. By the time the 
new models are introduced, there will be approximately 465,000 Kaisers and 
Frazers in the hands of the public. Of these, approximately 300,000 will be more 
than 2 years old, thus furnishing a large number of potential buyers, particularly 
with an entirely new car available. 

7. The second-hand value of our cars—which has an important effect on 
new-car sales—will be further stabilized because of the time factor and increased 
public confidence in Kaiser-Frazer. 

On the other hand, if the company cannot introduce new models, the possibility 
of its staying in the automobile business is extremely doubtful. This arises from 
the fact that it must have a new product to attract purchasers and meet competi- 
tion, and also from the necessity of K-F’s having an automobile which can be 
manufactured for a lesser cost than its present model. 

The company cannot, however, with the funds now available to it, including 
the $16,000,000 which it has borrowed from two banks, pay for the tooling for 
these models and maintain sufficient working capital. If, therefore, it does not 
obtain additional funds, it will have no alternative but to follow a plan which 
would call for the liquidation of its business. In such event, cash sufficient to 
repay the existing bank loan would be available and applied to this purpose. 
Liquidation would have a very serious effect on a great many people—9,500 
direct employees; approximately 3,200 active dealers and distributors, employing 
approximately 30,000 persons; and our suppliers, who employ approximately 
18,000 persons on work for our company. The dealers and distributors are 
estimated to have an investment of approximately $175,000,000 in sales, service, 
and parts facilities. The facilities and tooling in which the vendors have invested 
to supply us parts is a very substantial figure running into many millions. We 
have estimated that the annual payrolls of Kaiser-Frazer, and those supported by 
Kaiser-Frazer, including dealers and distributors and suppliers, is approximately 
$90,000,000 to $100,000,000, and the average employment from 55,000 to 60,000 
persons. Therefore, if the funds requested in this application are obtained, the 
program outlined in this letter can be put into effect, thereby insuring continued 
gainful employment for the above personnel. 

For the past 3 months, we have conducted extensive negotiations with our 
present bankers and they have advised us that they will not loan the company 
any additions! funds. Within the past year, we have discussed our financial 
situation with several of the larger banks and investment houses and, in each 
instance, they have declined any financial assistance, largely by reason of the 
amount and time involved. 

If the new models are to be scheduled for production in September of 1950, it 
is essential that contracts be placed immediately for tooling. In view of this, it is 
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necessary for us to obtain, as soon as possible, favorable action by your Corporation 
on our application in order that we may immediately take the steps necessary to 
assure the continuance of our business. 

We believe that a review of our application will show that the collateral offered 
is adequate security for the loan requested and that the conservative forecasts 
submitted herewith demonstrate our ability to meet the proposed repayment 
schedule. We have a strong, aggressive, hard-working and extremely loyal organ- 
ization, which has demonstrated during the past 4 years its ability to overcome the 
numerous problems incident to establishing a business venture of the magnitude 
of Kaiser-Frazer in the difficult postwar period. We have a good product, com- 
petitively priced, which is gaining continually in public acceptance. 

We recognize the need for a strong, able dealer organization to market our prod- 
uct. Early in 1949, changes were made in our executive and sales organization 
so as to enable Edgar Kaiser, president of the corporation, and other of the top 
executives to concentrate all of their time and efforts on this problem. A complete 
program for reorganizing and strengthening the selling activities of both the 
corporation and its dealers has been laid out, with the help of competent outside 
marketing consultants and is now in process of implementation. 

Independent surveys, as well as positive cost experience, as shown on our books, 
in servicing our product, establish it as a good product. In spite of this fact, there 
is an increasing belief on the part of the public that, because we are presently 
suffering substantial losses, we may not be able to continue in this business. An 
announcement, therefore, at this time, that financing has been arranged for a 10- 
year period is absolutely essential to public confidence. Since no bank or invest- 
ment firm will make a long-term commitment, it is necessary to the continued life 
of this corporation and to the people dependent, directly and indirectly, for their 
livelihood on our continuance in business that this application be granted. 

The granting of the loan will establish the fact that we will continue in business. 
The management believes that its study of the conditions affecting our sales 
during the past year have shown us what must be and can be done to make a 
success of this business if adequate financing is arranged. 

We are not only confident of our own ability, but the reports we have submitted 
from independent experts in the field of marketing and engineering evidence our 
search for the best outside consulting advice. 

We have a new product, designed and engineered, ready to produce if the 
requested funds are granted. The product is not radical—yet, it is advanced in 
styling and the mechanical improvements follow the basic principles of our 
present product, which is a proven success. 

We respectfully submit, therefore, we have the management ability, the product 
experience, the future product, and sufficient collateral to justify this application. 

The commercial banking and financing institutions have refused the funds and 
our only recourse is to present this application. Upward of 60,000 people are 
dependent upon us for a livelihood. Some 5,000 small businesses have invested 
over $200,000,000 of their own funds in the future of Kaiser-Frazer. 

We believe the loan is justified and sound—and that substantial effect would 
be felt on the economy of the country if the application were not granted. 

There is one additional factor in this case which we submit for such considera- 
tion as the Board may take into account under its regulations: 

It is not our desire, in any sense, to state, by inference or otherwise, whether or 
not & monopoly exists in the automobile business. Yet, it is common knowledge 
that three concerns dominate the industry. 

We believe we can make a valuable contribution to the entire country and to 
its future if we demonstrate that a new firm can successfully enter this competitive 
field, and, in fact, more than 30,000 stockholders have indicated their belief in 
this by investing over $50,000,000 in the common stock of K-F. Our Nation is 
built on the principle of enterprise. A failure of K-F would certainly be a warning 
to those considering entering competitive fields that the opportunity is seriously 
limited. 

We believe that, with the help the RFC can give us under the law enacted for 
this purpose, we can demonstrate that this country still offers opportunity if 
integrity and work are part of the ingredients of the business. 

Very truly yours, 
KAIsER-FRAZER Corp., 
Epcark F, Kaiser, President. 








RFC LOANS TO KAISER-FRAZER CORP. AND. KAISER-FRAZER 
SALES CORP. 


CHRONOLOGY OF SIGNIFICANT EVENTS 


Background of the RFC financing 


August 9, 1945: Kaiser-Frazer Corp. was organized as a corporation of the 
State of Nevada with authorized capital of 5,000,000 shares of common stock, 
$1 par value. 

September 27, 1945: First public offering of K-F common stock, 1,700,000 
shares at $10 per share. Together with 500,600 shares previously sold (50-50) 
to Kaiser interests and Graham-Paige Motors Corp. interests at $10, this makes 
2,200,000 shares. The net proceeds amounted to $20,065,042.81. 

November 1, 1945: Willow Run plant leased to Kaiser-Frazer Corp. by RFC. 
As amended, lease ran to December 31, 1951, with options to renew to December 
31, 1965. No national security clause. 

Kaiser-Frazer Corp. took possession of the Willow Run plant. 

January 20, 1946: Kaiser and Frazer automobiles on display at Waldorf- 
Astoria Hotel for first showing. 

January 23, 1946: Second issue of common stock, 1,800,000 shares was offered 
to the public at $20.25 per share. The net proceeds amounted to $34,401,230.96 
which, added to proceeds of first issue, brought the total to $54,466,273.77 for 
4,000,000 shares. 

May 31, 1946: Automobile production begun at Willow Run. 

December 31, 1946: For the year ended this date, Kaiser-Frazer Corp. and 
subsidiaries report consolidated net loss of $19,284,680.83. Cars manufactured 
and sold (during last half of year), 11,753. Accumulated deficit, end of year, 
$20,057,401.63. 

January 30, 1947: K-F obtained short-term $12,000,009 working capital loan 
from Bank of America. Repaid in full on December 29, 1947. 

January 31, 1947: Graham-Paige Motors Corp. discontinued its automobile 
business. Kaiser-Frazer Corp. issued 750,000 common shares for its assets and 
assumed its liabilities. The ‘fair value of shares issued’’ exceeded the ‘book 
amount of the net tangible assets received”? by $2,714,715.12. Total common 
shares issued to this point, 4,750,000. 

May 20, 1947: Authorization was made at the corporation’s annual stock- 
holder’s meeting to increase the common stock from 5,000,000 to 8,000,000 shares 
and to provide for 1,000,000 shares of preferred stock. 

December 29, 1947: Repaid in full the $12,000,000 short-term working capital 
loan obtained from Bank of America in January 1947. 

December 31, 1947: For the year ended this date, Kaiser-Frazer Corp. and 
subsidiaries report consolidated net profit of $19,015,677.96. Cars manufactured 
and sold this year, 144,508; to date, 156,261. Accumulated deficit, end of year, 
$1,041,723.67. 

February 3, 1948: K-F and underwriters entered into an agreement for the 
marketing of 1,500,000 of the newly authorized 3,000,000 shares of common stock 
at $11.50 per share. 

K-F reacquired 186,200 shares of its common stock by purchase on the open 
market at a cost of $2,543,559.38. This was in connection with stabilizing opera- 
tions relative to the proposed sale of additional common stock. 

February 9, 1948: Otis & Co. refused to go through with the K-F underwriting. 

February 12, 1948: Kaiser-Frazer filed suit against Otis & Co. for breach of 
contract. 

February 24, 1948: K-F obtained short-term $10,000,000 working capital loan, 
at 4 percent, from Bank of America. Repaid on November 24, 1948. 

October 1948: Kaiser-Frazer notified by the Air Foree (Wright Field) that 
Willow Run plant was under Air Force cognizance and was included in the Air 
Force plan for M-day conversion to aircraft construction. The company was 
advised to work out an industrial mobilization contract setting forth plans for 
construction of the B—50 bomber at Willow Run on M-day. 
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November 24, 1948: Repaid $8,000,000 of the short-term working capital loan 
obtained from Bank of America on February 24, 1948, $2,000,000 having been 
repaid in June 1948. 

December 1, 1948: Kaiser-Frazer completed negotiations with the War Assets 
Administration for purchase of the Willow Run plant, signed the purchase agree- 
ment, and made the required down payment of $1,510,000. The purchase was 
subject to “mutually satisfactory national securities clauses” (i. e., between 
K-F and the Department of Defense). (See also December 31, 1948, and Novem- 
ber 4, 1949.) 

December 28, 1948: Kaiser-Frazer Corp. entered into a credit agreement with 
Mellon National Bank & Trust Co. and Bank of America National Trust & 
Savings Association covering a loan of $20,000,000 ($10,000,000 each bank), 
4 percent interest, maturing January 31, 1951. 

December 31, 1948: War Assets Administration entered into agreement with 
Kaiser-Frazer Corp. for sale of the Willow Run plant. Equitable title passed, 
and lease was canceled, subject to inclusion of national security clause in final 
quitelaim deed. Negotiations not finalized until November 4, 1949. 

For the year ended this date, Kaiser-Frazer Corp. and subsidiaries report 
consolidated net profit of $10,362,098. Cars manufactured and sold this year, 
181,034; to date, 337,295. Accumulated earned surplus, end of year, $9,320,374. 

March 28, 1949: Credit agreement between K-F and the banks was amended 
to substitute $18,000,000 instead of $20,000,000 as the amount of working capital 
required to be maintained by the borrower. 

March 31, 1949: Kaiser-Frazer consolidated balance sheet shows working 
capital, as defined in the credit agreement, of $19,647,840.86. 

April 1, 1949: Active management and policy-making responsibilities of Kaiser- 
Frazer passed from Joseph W. Frazer to ‘“‘the Kaiser group’? and Edgar Kaiser 
became president of the corporation. 

June 30, 1949: Kaiser-Frazer consolidated balance sheet shows working capital, 
as defined in the credit agreement, of $19,551,200.95. 

Kaiser-Frazer Corp. under RFC financing 

September 20, 1949: RFC received report on future K-F market prospects from 
Coverdale & Colpits, New York market analysts, who have been working with 
the matter ‘over the past 6 months.” 

September 23, 1949: Kaiser-Frazer Corp. applied to RFC for a 10-year direct 
loan of $30,000,000. In the letter of transmittal Edgar Kaiser advised RFC 
‘we propose to make a further application for a line of credit in the amount of 
$15,000,000. * * *” 

September 30, 1949: Kaiser-Frazer consolidated balance sheet shows working 
capital, as defined in the credit agreement, of $16,458,180.41. The credit agree- 
ment, as amended, requires that $18,000,000 be maintained. This is essentially 
an event of default. 

RFC Washington Examiner J. F. Williams reported on the K-F $30,000,000 
loan application and recommended that RFC lend $24,400,000 and that Kaiser 
interests put up $10,000,000 ‘“‘additional working capital.” 

October 6, 1949: RFC Board of Directors approved a 10-year direct loan of 
$34,400,000 to Kaiser-Frazer Corp. at 4 percent interest. Five Directors present, 
no dissenting vote. 

October 10, 1949: Kaiser-Frazer Sales Corp applied to RFC for a 3-year direct 
loan of $15,000,000. 

Edgar Kaiser advised RFC Director Gunderson of certain offers of influential 
assistance, which had reached him through L. M. Giannini, regarding the terms on 
which K-F might borrow from RFC. Gunderson reported this to RFC Chair- 
man Hise (hearings, p. 678). 

October 17, 1949: RFC Washington Examiner J. F. Williams reported on the 
sales corporation’s $15,000,000 loan application and recommended favorable 
action. 

Washington review committee (four members acting) recommended decline of 
the sales corporation’s $15,000,000 loan application—repayment not reasonably 
assured. Doubt is expressed about K-F ability to produce its cars successfully 
under existing financial structure. 

October 21, 1949: RFC Board of Directors approved an 18-month direct loan of 
$10,000,000 to Kaiser-Frazer Sales Corp. with interest pavable monthly (no rate 
specified) but 4 percent per annum was understood—Hise, Dunham, and Mulligan, 
affirmative; Willett, negative; Gunderson, not present. 

Willow Run plant was shut down; reopened January 9, 1950. 
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October 25, 1949: Settlement agreement for $1,379,503 reached in stockholder’s 
suit against officers and directors specifies, among other items of consideration, 
that $15,000,000 guaranty will be given on the RFC loans (Wall Street Journal, 
March 2, 1950). 

November 3, 1949: Loan resolution of October 6, as amended, was further 
amended to provide specifically for payment of $16,000,000 bank loans and to 
specify collateral securing the $15,000,000 guaranty. Other changes minor in 
importance. 

November 4, 1949: Agreement was reached on national security clause and 
definitive documents on the Willow Run purchase which had been effected with 
War Assets Administration on December 1, 1948, were executed. (The purchase 
agreement had been signed and the down payment of $1,510,000 made on Decem- 
ber 1, 1948.) Purchase price of the Willow Run plant was $15,100,000, and the 
terms agreed on provided for 20 equal annual installments of $679,500 beginning 
1 year from the purchase date (December 1, 1948) and interest at 4 percent from 
the same date. . 

General Services Administration agreed to subordinate its lien against the 
Willow Run plant in favor of RFC’s first mortgage. 

November 9, 1949: First disbursements on the $34,400,000 loan $12,000,000 
(for working capital) and on the $10,000,000 loan $7,118,071; together, $19,118,071 

Kaiser-Frazer $16,000,000 bank loans were repaid in full. The Mellon Na- 
tional Bank received $8,000,000 out of the proceeds of the RFC loan disburse- 
ment of $12,000,000 and the Bank of Ameriea received $8,000,000 out of the free 
funds of Kaiser-Frazer Corp. after adding to those free funds $3,285,000 of the 
proceeds. RFC retained $715,000 out of the $12,000,000 to be paid on the 
borrower’s 1949 real and personal property taxes. 

December 1, 1949: Kaiser-Frazer Corp. made the first $679,500 payment on 
the Willow Run purchase money mortgage, together with interest of $543,600; 
together, $1,223,100. Unpaid balance of principal, $12,910,500. 

December 8, 1949: Second disbursement on the $34,400, 000 loan, $2,017,897.43 
(for tooling); Sve now disbursed on this one $14,017,897.43, on the other $7,- 
118,071, together $21,135,968.43. 

December 21, 1949: Third disbursement on the $34,400,000 loan, $1,235,830.72 
(for tooling); total now disbursed on this one $15,253,728.15, on the other $7,- 
118,071, together $22,371,799.15. 

December 27, 1949: By telegram to Detroit agency, RFC gave final approval 
to a first disbursement of $5,250,000 under a more liberal interpretation of how 
the $18,000,000 (of the $34,400,000 loan) earmarked for tooling should be dis- 
bursed. This is in response to examiner’s recommendation of December 15, 1949. 

December 28, 1949: Fourth disbursement on the $34,400,000 loan, $5,250,000 
(for tooling) ; total now disbursed on this one $20,503,728.15, on the other $7,118,- 
071, together $27,621,799.15. 

December 31, 1949: For the year ended this date, Kaiser-Frazer Corp. and 
subsidiaries report consolidated net loss of $30,329,351. Cars manufactured and 
sold this vear, 57,995; to date, 395,290. Accumulated deficit, end of year, 
$21,008,977. 

January 9, 1950: Willow Run plant was reopened, having been shut down since 
October 21, 1949. 

January 31, 1950: Fifth disbursement on the $34,400,000 loan, $5,250,000 (for 
tooling, including tooling of lightweight car); total now disbursed on this one 
$25,753,728.15, on the other $7,118,071, together $32,871,799.15. 

March 15, 1950: Sixth disbursement on the $34,400,000 loan, $5,250,000 (for 
tooling, including tooling of lightweight car); total now disbursed on this one 
$31,003,728.15, on the other $7,118,071, together $38,121,799.15. 

March 27, 1950: Loan authorization for $34,400,000 reduced by cancellation of 
$879,503.30; remainder, $33,520,496.70. (See June 16, 1950.) 

April 10, 1950: Examiners recommend that Kaizer-Frazer Corp. working capital 
be augmented by $5,000,000 by RFC’s disbursing that amount to K—F Sales Corp. 
under the $10,000,000 commitment, in part out of cash collateral. Collateral for 
the $5,000,000 disbursement to be parts and accessories, cars in float, and accounts 
receivable. Review committee says ‘‘No.” 

RFC Board approves $5,000,000 disbursement to Kaiser-Frazer Sales Corp. as 
recommended by examiners, provided that disbursements under this resolution 
shall be outstanding for not more than 6 months. This materially changes the 
nature of the $10,000,000 loan commitment. 
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April 26, 1950: Second disbursement on the $10,000,000 loan, $2,881,929; this 
loan now fully disbursed. Total disbursed on the $34,400,000 loan, $31,003,728.15, 
together $41,003,728.15. 

April, 1950: Kaiser-Frazer was directed bv the Air Force to change its mobiliza- 
tion planning on the B-50 bomber to the B-47 bomber. (This was done under 
the industrial mobilization contract. See October 1948.) 

May 8, 1950: RFC Board resolves to interpose no objection to Kaiser-Frazer 
Corp.’s advancing $125,000 to Kaiser-Frazer of Canada, Ltd. 

June 16, 1950: Board authorized cancellation as of March 27, 1950, of $879,- 
503.30 out of the authorization to lend K-F $34,400,000. This was done in recog- 
nition of the fact that K-F had sold to Kaiser Metal Products, Inc., for $879,503.30, 
certain of the equipment which had been pledged to secure the loan. 

June 22, 1950: Seventh and final disbursement on $34,400,000 loan, $2,516,- 
768.55; this loan now fully disbursed. Total outstanding this one $33,520,496.70, 
the other $10,000,000, together $43,520,496.70. 

July 12, 1950: Kaiser-Frazer Sales Corp. asked permission to substitute in lieu of 
cash collateral on the $10,000,000 loan, receivables arising from the sale of new 
cars and warehouse receipts covering parts and material acquired for use in manu- 
facturing new automobiles. Substantially this would be a relaxation of collateral 
requirements similar to that approved on April 10, 1950. However, it would not 
be limited to $5,000,000 and it would not be limited to 6 months. 

July 17, 1950: Examiner Williams recommended that additional types of col- 
lateral be authorized under the $10,000,900 loan resolution so that cash collateral 
may be released to supply working capital for Kaiser-Frazer Corp. Review com- 
mittee concurs, 

Board approved the relaxation of collateral requirements proposed by Kaiser- 
Frazer Sales Corp. on July 12, 1950, and recommended by examiners and review 
committee on July 17, 1950. 

August 21, 1950: RFC Board approved Kaiser-Frazer request that it be author- 
ized to spend $2,675,340 for construction of a press plant in the Pittsburgh- 
Wheeling area. Considered necessary because mills in that area will sell 3,000 
tons cold-rolled sheet monthly to K-F if fabrication is done in the area, but not 
otherwise. 

September 18, 1950: RFC Board extended from October 10, 1950, to January 
10, 1951, the termination date of the $10,000,000 loan to K-F Sales Corp. first 
approved on October 21, 1949, as an 18-month loan. Borrower had asked 
extension until May 7, 1951. 

September 27, 1950: Edgar Kaiser announces that Kaiser-Frazer Corp. now is 
operating at a profit but declines to issue quarterly earnings statements as long 
as the company’s litigation with Otis & Co. is pending (Wall Street Journal). 

October 11, 1950: Kaiser-Frazer announces production of its five hundred 
thousandth automobile—also the one hundred thousandth vehicle produced in 
1950 and the ten thousandth car in the Henry J. series. Current rate of produc- 
tion 1,200 cars daily. 

October 15, 1950: Preliminary discussions began (approximately this date) 
between Edgar Kaiser and RFC Directors concerning what later became $38,- 
000,000 loan application. Director Willett received the impression that 10 or 15 
million more might be requested later. 

November 16, 1950: Kaiser-Frazer Sales Corp. applies formally for $38,000,000 
revolving credit to finance orderly curtailment of operations to meet conditions 
brought about by FRB retail credit restrictions; also to purchase and warehouse 
Kaiser and Frazer automobiles for the spring of 1951. Collateral offered, finished 
new automobiles. 

Detroit agency examiner, manager, and review committee recommend decline 
of $38,000,000 application; reasons given: marginal collateral and unfavorable 
future prospects. Agency advisory committee not consulted. 

November 25, 1950: Wall Street Journal reported the $38,600,000 loan appli- 
cation, 

November 27, 1950: After consultation with one or more Directors, Washington 
Examiner J. F. Williams decided to recommend that a $25,000,000 loan be 
granted. After telephone discussion between Williams and Detroit agency man- 
ager (Eckfeld) concerning Williams’ contemplated recommendation, Eckfeld 
changed his position and recommended favorably as to $25,000,000 under certain 
conditions, including the condition that the collateralized guaranty be increased 
from $15,000,000 to $20,000,000. 
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November 28, 1950: Washington Examiner Williams recommends that favor- 
able action be taken to the extent of $25,000,000 on the $38,000,000 application 
and proposes certain terms and conditions. 

Washington review committee (six men) recommends ‘Decline in concurrence 
with agency examiner; also extended financial condition and the granting of the 
loan would to some extent, at least, appear to circumvent Regulation W.”’ 

December 4, 1950: RFC Board approves loan resolution granting to Kaiser- 
Frazer Sales Corp. an additional revolving credit of $25,000,000 under certain 
conditions. Maturity, November 7, 1951. 

December 5, 1950: After modification of terms and conditions established 
December 4, Kaiser-Frazer Sales Corp. accepts the $25,000,000 authorization, 
designated as loan No. 2. Included in the conditions is one raising the collateral- 
ized guaranty provided by Kaiser interests from $15,000,000 to $20,000,000, and 
another requiring Kaiser-Frazer to ‘‘make conscientious efforts to obtain defense 
workand * * * give priority to any such work obtained over the production 
of automobiles.” . 

Henry Kaiser and Edgar Kaiser met with Under Secretary McCone of the 
Department of the Air Force. Lt. Gen. K. B. Wolfe and Lt. Gen. E. W. Rawlings 
also present. Subject of the meeting: Possible use of the Willow Run facilities 
for defense production. Kaiser-Frazer was asked to submit proposals for pro- 
duction of B—47’s and C-119’s. (See also October 1948 and April 1950.) 

December 8, 1950: First disbursement, $7,274,641, under Kaiser-Frazer Sales 
Corp. loan No. 2. 

December 18, 1950: Aviation Week of this date reports that Kaiser-Frazer 
proposal to produce C-119’s at Willow Run is being studied by Air Force. 

December 20, 1950: American Aviation Daily announces that Kaiser-Frazer is 
to produce Fairchild C-119 packets, troop-carrying transports, at Willow Run. 

December 22, 1950: Kaiser-Frazer Sales Corp. deposits $7,274,641 with RFC 
(Detroit) as cash collateral under loan No. 2. 

December 30, 1950: Kaiser-Frazer announces 1950 production will approximate 
149,000 cars and December sales exceeded 18,000 units, a new record for the 
month of December. 

December 31, 1950: Net loss for the year, Kaiser-Frazer and subsidiary, con- 
solidated, $13,260,193 (reported April 3, 1951); accumulated deficit, $34,269,170; 
remainder of stockholders’ investment, $22,528,544; owed to the Government, 
$56,074,357 (RFC $43,176,357 and GSA $12,898,000). 

January 2, 1951: First scheduled repayment, $940,000, on the $34,400,000 loan. 
Other repayments made from time to time now total $142,007.85; balance out- 
standing, $32,438,488.85. 

January 18, 1951: RFC Board approves Kaiser-Frazer Corp. request for per- 
mission to negotiate purchase of engine plant in Detroit for about $1,585,300. 
Plant now under lease to borrower until March 1952 and lessor willing to sell but 
not renew. Needed for airplane engine manufacture on proposed USAF contract. 

January 19, 1951: Repayment of $199,968.85 on account of the $34,400,000 
loan. Total repayments in this month, $1,141,857.29. 

January 22, 1951: RFC authorizes production of 800 automobiles daily during 
first quarter of 1951 instead of 701, as provided by loan resolution of December 
4, 1950. 

January 23, 1951: Lockheed Aircraft Corp. announces the signing of a contract 
with Kaiser-Frazer for fabrication and assembly of certain airplane components. 

January 25, 1951: RFC Board declines to approve Kaiser-Frazer Sales Corp. 
request that interest be waived on loan proceeds redeposited as cash collateral 
($7,274,641 involved on loan No. 2). Loan agency and Washington examiner 
recommend approval but Washington review committee recommends decline 
saying: ‘‘This appears to involve the question as to whether or not all borrowers 
should receive interest on cash collateral * * * no interest should be 
allowed * * * cash is held as collateral solely for the benefit and convenience 
of the borrower.” 

January 30, 1951: Strike begins at Willow Run plant (11 a. m.} over disciplinary 
discharge of a union member for striking aforeman. According to RFC examiner 
(February 7, 1951): ‘‘It seems Jikely that partial conversion of the plant to manu- 
facture of airplanes is in the background.” 

February 7, 1951: RFC considers Kaiser-Frazer request for $18,000,000 working 
capital advance under the $25,000,000 authorization through February 28 prior 
to which date it is confidently believed the strike at borrower’s plant (began 

11 a. m. January 30) can be settled; amount requested includes withdrawal of 
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$7,274,641 cash collateral. Loan ageney approves; Washington examiner ap- 
proves as to cash collateral only; Washington review committee concurs with 
Washington examiner subject to certain further conditions. 

RFC Board grants permission for Kaiser-Frazer Sales Corp. to withdraw 
$7,274,641 from cash collateral. 

February 8, 1951: Kaiser-Frazer Sales Corp. withdraws $7,274,641 from cash 
collateral under loan No. 2. 

February 22, 1951: Edgar Kaiser testifies under oath before the RFC Subcom- 
mittee: “T want to state positively that neither I nor any executive of our company 
ever sought or engaged outside aid, directly or indirectly, to enter into or to 
further negotiations with the RFC. We have always dealt directly and exclu- 
sively with officials of the agency, both at the regional office in Detroit and at the 
RFC headquarters here. There is no question about the facts on this subject 
because all of these negotiations were carried on either by me or by members of 
my executive staff”? (hearings, p. 675). 

February 26, 1951: RFC considers Kaiser-Frazer request that resolution of 
December 4, 1950, be modified to remove pricing and purchasing restrictions. 
Effect would be to permit borrower to modify prices and programs within the 
limits established by the Government’s production and price control agencies; 
no immediate practical effect except on prices. Approval recommended by 
Washington examiner and review committee. 

February 27, 1951: RFC Board approves modification of December 4, 1950, 
loan resolution to permit selling price changes and purchase-program re\ 
not prohibited by the Government’s price and production control agencies. 

March 5, 1951: RFC Board approves Kaiser-Frazer request for permission to 
spend $428,000 for leasehold improvements at San Leandro, Calif., where it will 
perform certain work under contract with Lockheed Aircraft Corp. 

March 29, 1951: RFC Board declines to approve Kaiser-Frazer Sales Corp. 
request, in connection with extension of disbursement date on loan No. 2, that 
borrower be permitted to pay fee of one-eighth of 1 percent for 3-month period 
and one-eighth of 1 percent for second 3-month period instead of one-fourth of 
1 percent for 6-month period. Loan agency approved; Washington examiner 
concurred; Washington review committee disapproved. 

April 12, 1951: Second disbursement, $5,000,000, under Kaiser-Frazer Sales 
Corp. loan No. 2, collateralized by warehouse receipts on new automobiles; total 
outstanding now $12,274,641. 

April 13, 1951: RFC Board advises Henry J. Kaiser Co. and Kaiser Industries, 
Inc., it is of the opinion that the sound value of collateral securing their guaranties 
is less than $20,000,000, and that additional collateral of $1,000,000 is required to 
remedy the deficiency. 

RFC Board authorizes disbursements under the loan resolution of December 4, 
1950, notwithstanding operating losses in January and February by K-F and 
notwithstanding the fact that collateral underlying the guaranty has sound value 
less than $20,000,000. 

April 16, 1951: Repayment of $508,731.28 on account of the $34,400,000 loan; 
total repayments to this date, $1,794,549.09; balance outstanding, $31,725,947.61. 

April 19, 1951: RFC considers Kaiser-Frazer request for postponement of all 
maturities to May 30, 1954, and other concessions, to induce Bank of America, 
Mellon National Bank, and others to finance Kaiser-Frazer defense contracts. 
Borrower considers this a first major step toward complete private financing. 
The immediate financing contemplated is a $25,000,000 revolving fund secured by 
defense contracts with 90 percent Air Forces guaranty and 30-month maturity. 
Borrower advises that if this cannot be arranged it will be necessary that a similar 
arrangement be requested of RFC. 

Washington examiner and review committee recommend favorably on the 
request for cooperation in obtaining $25,000,000 V-loan credit; provided that 
interest rates on RFC loans be raised from 4 percent to 5 percent. 

April 20, 1951: RFC Board approves extending maturities of all three RFC 
loans to May 30, 1954 except for the fixed payments ($3,440,000 per annum) re- 
quired on the first loan; also raises interest rate on the first two loans from 4 per- 
cent to 5 percent (third loan originally made at 5 percent) 

April 24, 1951: Third disbursement, $7,938,243, under Kaiser-Frazer Sales 
Corp. loan No. 2, collateralized $2,500,000 by Lockheed Aircraft Corp. purchase 
contracts and $5,438,243 by warehouse receipts on new automobiles; total out- 
standing now $20,212,884. 

May 2, 1951: Kaiser-Frazer paid the Government (General Services Adminis- 
tration) the entire balance due ($621,136) on the Ironton (Utah) blast furnace. 
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May 3, 1951: RFC Board approves Kaiser-Frazer request for permission to 
purchase for $640,000 certain property in Jackson, Mich., now used by the bor- 
rower under lease as a parts warehouse and automobile assembly plant. 

May 8, 1951: Kaiser-Frazer leased the Ironton (Utah) blast furnace facility 
to the Geneva Steel Co. (a United States Steel Corp. subsidiary). 

May 11, 1951: Kaiser-Frazer purchased a 49 percent interest in the Chase Air- 
craft Co. (Business Week, May 26, 1951). The Chase Aireraft Co., which 
designed and developed the C123 assault transport aircraft, has been negotiating 
with the Air Force for a contract approximating $250,000,000 to build this plane. 
The Chase contract will be performed at the Willow Run plant. 

May 31, 1951: Balances now owed: On the first loan, $31,695,931; on the second, 
$10,000,000; on the third, $20,205,213; total, $61,901,144. In addition, owed to 
GSA on the Willow Run facilities, $12,231,000. Together, $74,132,144. 
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Mr. Srennis, from the Committee on Armed Services, submitted 
the following 


REPORT 
[To accompany H. R. 1200] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 1200) to correct an error in section 1 of the act of June 28, 
1947, “to stimulate volunteer enlistments in the Regular Military 
Establishment of the United States,’’ having considered the same, 
report favorably thereon without amendment and recommend that 


the bill do pass. 
PURPOSE OF THE BILL 


This legislation proposes to correct a technical error in the act of 


June 28, 1947. 


EXPLANATION OF THE BILL 


As is shown in the comparative print appearing at the end of this 
report in compliance with subsection 3 of rule X XIX of the Standing 
Rules of the Senate, the text of the act of June 28, 1947, referred to 
“section 127a of this Act’’. 

The House report accompanying H. R. 3303 (the bill which became 
the act of June 28, 1947) clearly indicates the reference was to section 
127a of the National Defense Act. Furthermore, the act of June 28, 
1947, contains no section 127. 

The proposed legislation would correct the error. 
that the correction of the error is a purely technical matter and does 
not involve any change in substance in existing law. 


It will be noted 
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RECOMMENDATION OF THE DEPARTMENT 


The following letter from the Assistant Secretary of Defense to 
the Speaker of the House of Representatives is made a part of this 
report: 





ASSISTANT SECRETARY OF DEFENSE, 


Washington, D. C., January 5, 1961. 
Hon. Sam RayBurn, 


Speaker of the House of Representatives. 


My Dear Mr. Speaker: There is forwarded herewith a draft of proposed 
legislation to amend section 1 of the act of June 28, 1947 (61 Stat. 191). 

This proposal is a part of the Department of Defense legislative program for 
1951 and it has been approved by the Bureau of the Budget. The Bacartaent 
of Defense recommends that it be enacted by the Congress. 

Purpose of the legislation: This proposed legislation would correct an error 
in the drafting of the act of June 28, 1947. Section 1 of that act (10 U. S. C. 
628) provides for enlistments in the Regular Army notwithstanding the pro- 
visions of the last paragraph of section 127a ‘‘of this act.” There is no section 
127a of the act of June 28, 1947, and the reference is intended to be the National 
Defense Act, as amended. 

The proposed legislation would amend section 1 of the act of June 28, 1947, 
by striking out the words ‘‘last paragraph of section 127a of this act’’ and insert 
in lieu thereof the words “‘last paragraph of section 127a of the National Defense 
Act, as amended (10 U. S. C. 634)”, thereby correcting the above-mentioned 
error which occurred in the act of June 28, 1947. 

The last paragraph of section 127a of the National Defense Act, as amended, 
is the act of May 14, 1940 (54 Stat. 213; 10 U. S. C. 634), which provides that in 
time of war or other emergency declared by Congress, all enlistments in the active 
military service of the United States shall be in the Army of the United States 
without specification of any particular component or unit thereof and shall be 
for the duration of the war or other emergency plus 6 months, subject to earlier 
discharge at the discretion of the President. 

Section 1 of the act of June 28, 1947, is intended to permit enlistments in the 
Regular Army notwithstanding the foregoing provision of the National Defense 
Act. This is confirmed by House Report 558, Eightietb Congress, on the bill 
H. R. 3303, which was enacted and became the act of June 28, 1947. The House 
report, and the letter of Secretary of War Patterson contained therein, both refer 
to section 127a of the National Defense Act and not ‘‘this bill.” 

Legislative references: None, other than as indicated above. 

Cost and budget data: There will be no additional cost to.the Government 
from enactment of the proposed legislation. 

Department of Defense action agency: The Department of the Army has been 
designated as the representative of the Department of Defense for this legislation. 

Sincerely yours, 
Marx Leva. 


CHANGES IN: EXISTING LAW 


In compliance with subsection 3: of rule XXIX of the Standing 
Rules of the Senate there is herewith. printed in parallel columns the 
text of the provisions of existing laws which would be repealed or 
amended by the provisions of the bill. 





CORRECT: SECTION ,1 OF THE ACT OF JUNE 28, 


Existine Law 


Section 1 of the act of June 28, 1947 (61 
Stat. 191) as enacted 


Be it enacted by the Senate and House 
of Representatives of the United States of 
America in Congress assembled, That 
effective July 1, 1947, the Secretary of 
War is authorized, notwithstanding the 


provisions of the last paragraph of 
section 127a of this Act, to accept 
original enlistments in the Regular 


Army from among qualified male per- 
sons not less than seventeen years of 
age for periods of two, three, four, five, 
or six years, and to accept reenlistments 
for periods of three, four, five, or six 
vears: Provided, That persons of the 
first three enlisted grades may be 
reenlisted for unspecified periods of 
time on a career basis under such 
regulations as the Secretary of War 
may prescribe: Provided further, That 
anyone who serves three or more years 
of an enlistment for an unspecified 
period of time may submit to the Secre- 
tary of War his resignation and such 
resignation shall be accepted by the 
Secretary of War and such person shall 
be discharged from his enlistment 
within three months of the submission 
of such resignation. Except if such 
person, other than an enlisted member 
of a Regular Army Puerto Rican unit 
submits his resignation while stationed 
overseas or after embarking for an 
overseas station, the Secretary of War 
shall not be required to accept such 
resignation until a total of two years of 
overseas service shall have been com- 
pleted in the current overseas assign- 
ment, and in the case of anyone who 
has completed any course of instruction 
pursuant to paragraph 13 of section 
127a of the National Defense Act, as 
amended (10 U. 8. C. 535), or pursuant 
to section 2 of the Act of April 3, 1939 
(53 Stat. 556), as amended (10 U.S. C. 
298a), the Secretary of War shall not 
be required to accept such resignation 
until two years subsequent to the com- 
pletion of such course. The Secretary 
of War may refuse to accept any such 
resignation in time of war or national 
emergency declared by the President or 
Congress, or while the person concerned 
is absent without leave or serving a 
sentence of court martial. The Secre- 
tary of War may refuse to accept a 
resignation for a period not to exceed 
six months following the submission 
thereof if the enlisted person is under 
investigation or in default with respect 
to public property or public funds: 
Provided further, That no person under 
the age of eighteen vears shall be en- 
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Section 1 of the act of June 28, 1947 (61 
Stat. 191) as amended by H. R. 1200 


Be it enacted by the Senate and House 
of Representatives of the United States of 
America in Congress assembled, That 
effective July 1, 1947, the Secretary of 
War is authorized, notwithstanding the 
prov isions of the last paragraph of 
section 127a of the National Defense Act, 
as anehied (i0 U. 8. C..684),..*. * 
{remainder of section is as set forth in 
left hand column] 
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ExiIstingc Law Tue Bi. 


listed without the written consent of 
his parents or guardian, and the Secre- 
tary of War shall, upon the application 
of the parents or guardian of any such 
person enlisted without their written 
consent, discharge such person from the 
military service with pay and with the 
form of discharge certificate to which 
the service of such person, after enlist- 
ment, shall entitle him: Provided fur- 
ther, That nothing contained in this 
Act shall be construed to deprive any 
person of any right to reenlistment in the 
Regular Army under any other provi- 
sion of law. No person who is serving 
under an enlistment contracted on or 
after June 1, 1945, shall be entitled, 
before the expiration of the period of 
such enlistment, to enlist for an enlist- 
ment period which will expire before the 
expiration of the enlistment period for 
which he is so serving: Provided further, 
That any enlisted person discharged 
from the Regular Army who upon such 
discharge is recommended for reenlist- 
ment shall be permitted to reenlist with 
the rank held by him at the time of his 
discharge if he reenlists within a period 
to be specified by the Secretary of War 
but not to exceed three months from 
the date of such discharge: And pro- 
vided further, That any enlisted person 
discharged from the Regular Army by 
reason of acceptance of his resignation 
shall not be entitled upon subsequent 
reenlistment to the rank, rating, or 
grade held at the time of discharge . 
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IG SECTION 4 OF THE ACT OF MARCH 2, 1933 (47 STAT. 
AMENDED, SO AS TO PROVIDE THAT A MESS OPERATED 
THE DIRECTION OF A SUPPLY CORPS OFFICER CAN BE 

APE D EITHER ON A QUANTITY OR ON A MONETARY-RATION 


* STENNIS, from the Committee on Armed Services, submitted the 
following 


REPORT 
[To accompany H. R. 1201 


The Committee on Armed Services, to whom was referred the bill 
(II. R. 1201) to amend section 4 of the act of March 2, 1935 (47 Stat. 
1423), as amended, so as to provide that a mess operated under the 
direction of a Supply Corps officer can be operated either on a 
quantity or on a monetary-ration basis, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

PURPOSE OF THE BILL 


The purpose of the proposed legislation is to amend the Navy 


ration act approved March 2, 1933, so as to simplify ace ounth 12 pro- 
cedures in certain messes which may be operated alternately by either 
» Supply Corps officer or under the direction of the commanding 
officer. 

EXPLANATION OF THE BILL 


Section 3 of the Navy ration act approved March 2, 1933, authorizes 
the Secretary of the Navy to increase the presi ribed quantities on 
those vessels and stations having an allowed complement of less than 
150 men. 

Section 4 of the statute authorizes the Navy to fix the limit of cost 
of rations furnished personnel aboard destrovers, submarines, mine 
sweepers, tugs, aircraft, and other vessels, and stations, provided the 
mess is operated under the direction of commanding officers as con- 
trasted to those subsisted in messes operated by Supply Corps officers 
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The effect of the present law, therefore, is to permit the Secretary 
of the Navy to authorize a monetary basis of subsistence for ships 
and stations having less than 150 men when the mess is operated 
under the direction of a commanding officer, but when the messes on 
such ships and stations are operated under the direction of a Supply 
Corps officer they must be operated on a quantity basis. 

As a result of the foregoing there is a shifting of the basis of ac- 
counting within these smaller messes depending upon whether Supply 
Corps officers are available to operate them. The proposed legislation 
would permit the use of the monetary basis regardless of whether it is 
operated by the commanding officer or by a Supply.Corps officer, 
provided the Secretary of the Navy deems such action desirable. 
Essentially, the question of whether the mess will be on a quantity- 
ration basis or on a monetary-ration basis can thus be decided by the 
size of the mess and the special factors surrounding its operation 
rather than simply upon whether the mess is operated by a line officer 
or a Supply Corps officer. 


RECOMMENDATIONS OF THE DEPARTMENT 


The Department of Defense recommended the legislation and states 
that it will result in no additional cost to the Government. The 
following letter from the Assistant Secretary of Defense to the Speaker 
of the House of Representatives, dated January 5, 1951, is hereby 
made a part of this report. 


AssIsTANT SECRETARY OF DEFENSE, 
Washington 26, D. C., January 5, 1951. 
Hon. Sam RayBuURN, 
Speaker of the House of Representatives. 


My Dear Mr. Speaker: There is forwarded herewith a draft of legislation, 
to amend section 4 of the act of March 2, 1933 (47 Stat. 1423), as amended, so as 
to provide that a mess operated under the direction of a Supply Corps officer can 
be operated either on a quantity or on a monetary-ration basis. 

This proposal is a part of the Department of Defense legislative program for 
1951 and it has been approved by the Bureau of the Budget. ‘The Department 
of Defense recommends that it be enacted by the Conzress. 

Purpose of the legislation: [he purpose of this proposed legislation is to provide 
a more flexible system than is now authorized for operating’a mess of a naval 
vessel or station which is operated for short periods of time under the direction 
of a Supply Corps officer. Under the existing law, such messes are operated on a 
monetary-ration basis or a quantity-ration basis depending upon whether the mess 
of such naval vessel or station is under the direction of a Supply Corps officer or a 
commanding officer. That has resulted in a frequent shifting of the basis of opera- 
tion of those messes. The problem has become more acute in recent years because 
of the necessity of frequent assignments, often of short duration, of Supply Corps 
officers to naval vessels. This proposed legislation would enable the Department 
of the Navy to operate such messes continuously on a monetary-ration basis. 
It is not intended to affect those messes that are now operated continuously under 
the direction of a Supply Corps officer on a quantity-ration basis, which basis the 
Navy considers to be preferable. 

The Department of Defense is formulating a proposed uniform-ration law for 
the military departments which, it is contemplated, will supersede this proposed 
legislation. Until such uniform ration law is enacted, however, this proposed 
legislation is necessary to relieve the Department of the Navy of a burdensome 
administrative problem. 

Legislative references: No proposed legislation of this nature has been intro- 
duced in the Congress. The quantity-ration basis was suspended during World 
War II by emergency legislation by the act of October 10, 1942 (56 Stat. 780, 
ch. 588) the provisions of which have been terminated. 
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Cost and budget data: This proposed legislation will result in no additional cost 
to the Government. 
Department of Defense action agency: The Department of the Navy has been 
designated as the representative of the Department of Defense for this legislation. 
Sincerely yours, 
Marx Leva. 


CHANGES IN EXISTING LAW 


In compliance with subsection 3 of rule X XTX of the Standing Rules 
of the Senate there is herewith printed in parallel columns the text of 
the provision of existing law which would be amended by the bill. 


Existinc Law THE BILL 


The Act of March 2, 1933 (ch. 184, 47 
Stat. 1423), as amended 


Src. 4. The Secretary of the Navy is That section 4 of the Act 
authorized to fix the limit of the cost of ‘“‘An Act to effect needed changes in 
rations on destroyers, submarines, mine the Navy ration’’ approved March 2, 
sweepers, tugs, aircraft, and other ves- 1933 (47 Stat. 1423), as amended, is 
sels and stations subsisted under the further amended by striking out the 
direction of commanding officers. words “‘limit of the cost of rations on 

destroyers, submarines, mine sweepers, 
tugs, aircraft, and other vessels and 
stations subsisted under the direction 
of commanding officers’ and substitut- 
ing in lieu thereof the words ‘‘monetary 
limit of the cost of ration aboard such 
ships and at such stations where in his 
opinion it is not desirable to administer 
the mess under the quantity allowances 
stated in section 1’’, 
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FLORENCE GRACE POND WHITEHILL 


JuLy 19 (legislative day, June 27), 1951.—Ordered to be printed 


Mr. Stennis, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany H. R. 1834] 


4) for the relief of Florence Grace Pond Whitehall, having 
ret the same, report favorably thereon without amendment 
d recotimend that the bill do pass. 


PURPOSE OF THE BILL 


& 
pond 
no — on Armed Services, to whom was referred the bill 


The proposed legislation would authorize the President to appoint a 
former member of the Nav y Nurse Corps to the grade of ensign in the 
Navy Nurse Corps and place her on the retired list at 75 percent of 
the base pay of her grade. 


EXPLANATION OF THE BILL 


The individual concerned, Mrs. Florence Grace Pond Whitehill, 
served in the Army Nurse Corps from December 1917 to August 1919. 
She served in the Navy Nurse Corps from November 1919 to February 
1929, at which time she was discharged by reason of physical disability. 

At the time of her discharge there was no statute authorizing 
retirement of members of the Navy Nurse Corps for physical disability. 
Such a retirement law was enacted about a year later but it applied 
only to nurses thereafter disabled. This retirement law was amended 
in 1940 so as to provide for the retirement for physical disability of 
members of both the Army and the Navy Nurse Corps who had 
served during World War I. 

Mrs. Whitehill was determined to be totally disabled because of 
tuberculosis and asthma. This determination was made by the 
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Veterans’ Administration, which is currently paying Mrs. Whitehill 
total disability at the rate of $150 per month. It would appear that 
Mrs. Whitehill never learned of the existence of the 1940 statute 
amending the original retirement law, and under which statute she 
could have qualified for the status which the proposed legislation 
would give to her. Efforts made by the Navy Department to 
communicate with Mrs. Whitehill met with no success. 

On January 24, 1949, Mrs. Whitehill made application under the 
1940 act to be placed on the retired list. In the meantime, however, 
the 1940 law, under which her application was filed, had been repealed 
by the Army-Navy Nurses Act of 1947. Special legislation is there- 


fore necessary to give to Mrs. Whitehill the status to which she was 
entitled under the 1940 statute. 


Mrs. Whitehill is 62 years of age and is the only known person re- 
maining in the category of W orld War I nurses covered by the retire- 


ment laws of 1930 who was not retired prior to the repeal of the 1940 
amendments. 


RECOMMENDATIONS OF THE DEPARTMENT 


The Department of Defense and the Bureau of the Budget interpose 
no objection to H. R. 1834. The views of the Department of Defense 
are expressed in a letter to the chairman of the House Committee on 
Armed Services dated February 23, 1951, which letter is made a part 
of this report. 


DEPARTMENT OF THE Navy, 
OFFICE OF THE JUDGE ADVOCATE GENERAL, 
Washington 25, D. C., February 23, 1951. 
Hon. Cakt VINSON, 
Chairman, Committee on Armed Services, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. CuHatrmMan: Your request for comments on H. R. 1834. a bill 
for the relief of Florence Grace Pond Whitehill, has been referred to the Navy 
Department by the Secretary of Defense for the preparation of a report thereon. 

The purpose of the subject bill is to authorize the President to appoint Florence 
Grace Pond Whitehill, a former nurse of the Navy Nurse Corps, an ensign in the 
Navy Nurse Corps and place her on the retired list of officers of the Navy with 
retired pay equal to 75 percent of the active-duty pay of the grade of ensign, 
with credit for purposes of pay for all service to which she was entitled on Feb- 
ruary 24, 1929. The bill further provides that no back pay, allowances, or 
emoluments shall become due as a result of its enactment. 

The records of the Navy Department show that Mrs. Whitehill served in the 
Army Nurse Corps from December 29, 1917, to August 13, 1919, and in the Navy 
Nurse Corps from November 6, 1919, to February 24, 1929, when she was dis- 
charged by reason of physical disability. 

At the time of Mrs. Whitehill’s discharge from the naval service, there was no 
statute authorizing the retirement of a Navy nurse by reason of physical disa- 
bility. Such a law was enacted on June 20, 1930 (46 Stat. 790), but it applied 
only to nurses thereafter disabled. This act was, however, amended by the 
act of October 17, 1940 (54 Stat. 1192), which provided that any person who 
served as a member of the Army or Navy Nurse Corps during the World War 
and continuously thereafter until May 18, 1926, and was separated from the 
service prior to June 20, 1930, by reason of physical disability incurred in line of 
duty, would be entitled, upon her application therefor, to be placed on the re- 
tired list of the Nurse Corps of which she was a member. 

Inasmuch as Mrs. Whitehill joined the Navy Nurse Corps in 1919 and World 
War I did not officially end until March 3, 1921, it was considered that she would 
have been eligible for retirement under this amendment, had she made application 
therefor, despite the fact that her total period of service was not continuous. 
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Efforts were made by the Navy Department to apprise Mrs. Whitehill of the 
amended law and the fact that she might be placed on the retired list if she made 
application therefor. No word was received from her until January 24, 1949, 
when she made application for retirement under the October 17, 1940, statute. 
That law, however, was repealed by section 213 of the Army-Navy Nurses Act 
of 1947 (61 Stat. 51), and legislation would now be necessary to place Mrs. White- 
hill on the retired list of officers of the Navy. 

Under laws administered by the Veterans’ Administration, Mrs. Whitehill has 
been determined to be totally disabled by reason of active minimal pulmonary 
tuberculosis, severe bronchial asthma, and active intestinal tuberculosis, held to 
have been incurred in service in World War I. Compensation based on such 
service-connected total disability has been paid to Mrs. Whitehill from February 
25, 1929, the day following the date of her discharge from service. In accordance 
with the act of October 10, 1949 (63 Stat. 732), the rate of compensation payable 
in such cases was increased to $150 monthly effective December 1, 1949. If 
Mrs. Whitehill is granted retired pay pursuant to H. R. 1834, under existing law 
she would not be entitled to receive the full amount of compensation and of such 
retired pay concurrently. The retired pay to which Mrs. Whitebill would be 
entitled if H. R. 1834 were enacted would be 75 percent of the active-duty pay of 
an ensign with over 10 years’ service, or $213.75 per month. 

In view of the foregoing facts, the Navy Department recommends enactment of 
H. R. 1834. 

The Navy Department has been advised by the Bureau of the Budget that there 
is no objection to the submission of this report to the Congress. 

Sincerely yours, 
G. L. RussEtt, 
Rear Admiral, U. S. Navy, 
Judge Advocate General of the Navy. 


0 
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PROVIDING THAT AN AIRCRAFT CARRIER SHALL BE 
NAMED THE “FORRESTAL” 


UL&19 (legislative day, Juty 27). 1951.—Ordered]to be printed 


be 6D 

a ed —_ 

Mr.: Srexnis, from the Committee on Armed Services, sub- 
- J mitted the following 


REPORT 


[To accompany H. J. Res. 67] 


The Committee on Armed Services, to whom was referred the reso- 
lution (H. J. Res. 67) to provide that an aircraft carrier shall be named 
Forrestal, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


This resolution proposes to honor the late James V. Forrestal by 
naming the first larger carrier Forrestal. 


EXPLANATION OF THE BILL 


As originally introduced, the resolution referred to the proposed 
carrier popularly known as L’nited States, or ‘‘another carrier of the 
same class.” he original resolution also proposed that the name 
James V. Forrestal be used. 

The Navy Department, speaking on behalf of the Department of 
Defense, commented as follows on the text of the original resolution 
in a letter to the chairman of the House Committee on Armed Services 
dated May 17, 1951: 


The purpose of the proposed resolution is to provide that, when and if the 
United States completes construction of the aircraft carrier known as the United 
States when its construction was discontinued in 1949, or another carrier of the 
same class, it shall be named the James V. Forrestal. It is evident that intention 
of this legislation is to provide a memorial to Mr. Forrestal for his outstanding 
service to the Nation as a patriot, citizen, Government servant, and as the first 
Secretary of Defense. 





NAME AN AIRCRAFT CARRIER THE “FORRESTAL” 


It is believed that the language of the proposed legislation should be modified 
to eliminate the misleading term “‘supercarrier’’ and, in view of the opposition of 
the Department of the Navy to the use of Christian names and initials in the 
names of ships, that it should also be revised by shortening the name to Forrestal. 
In order to accomplish these purposes, the following amendments are recom- 
mended: 

Strike all after the enacting clause and insert the following: “That, when the 


United States completes construction of a new aircraft carrier, it shall be named 
the Forrestal.” 


In response to the views expressed by the Navy Department the 
original version of the resolution was changed by the House Armed 
Services Committee to the text of the present bill. 

This version is acceptable to the Department of Defense and to 
Congressman Anderson, the author of the original resolution. 

The reference in the bill to Public Law 3, Eighty-second Congress, 
first session, is as follows: 


* * * the President is hereby authorized to undertake the construction 
of, or to acquire and convert, not to exceed five hundred thousand tons of modern 
naval vessels in the following categories and subcategories: 
(a) Combatant vessels, three hundred and fifteen thousand tons, divided into: 
1. Warships, one hundred thousand tons, including one aircraft carrier 
of not to exceed sixty thousand tons. 


O 
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S 
A URE OFRAZ 1886 ADVANCES FOR CLOTHING AND EQUIPMENT TO 
CRDE TS AD THE MILITARY ACADEMY AND THE COAST GUARD 
iD SBOWeS AND TO MIDSHIPMEN AT THE NAVAL ACADEMY, 
DBO er PURPOSES 


Jury 19 (legislative day, JUNE 27), 1951.—Ordered to be printed 


Mr. Srennis, from the Committee on Armed Services, submitted the 
following 


REPORT 
[To accompany H. R. 2736] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 2736) to authorize advances for clothing and equipment to 
cadets at the Military Academy and to midshipmen at the Naval 
Academy, and for other purposes, having considered the same, report 
favorably thereon with amendments and recommend that the bill, as 
amended, do pass. 


AMENDMENTS TO THE BILL 


The Secretary of the Treasury has requested that the bill be 
amended to include the Coast Guard Academy, inasmuch as it has 
an identical situation as regards issue of equipment to incoming 
classes. The bill was therefore amended by adding a new section, as 
follows: 


Sec. 3. Section 183 of title 14 of the United States Code is amended to read as 
follows: 

“§$ 183. Cadets; initial clothing allowance 

“The Secretary may prescribe a sum which shall be credited to each new cadet 
upon first admission to the Academy, to cover the cost of his initial clothing and 
equipment issue, which sum shall be deducted subsequently from his pay. Each 
cadet discharged prior to graduation who is indebted to the United States on 
account of advances of pay to purchase required clothing and equipment shall be 
required to turn in to the Academy al! clothing and equipment of a distinctively 
military nature to the extent required to discharge such indebtedness: and, if the 
value of such clothing and equipment so turned in does not cover the indebted- 
ness ineurred, then such indebtedness shall be canceled.” 
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The title is amended so as to read: 


An act to authorize advances for clothing and equipment to cadets at the 
Military Academy and the Coast Guard Academy and to midshipmen at the 
Naval Academy, and for other purposes. 


PURPOSE OF THE BILL 


The purpose of the proposed legislation is to remove the present 
limitation imposed by statute which permits an advance credit of $250 
for the purchase of initial issues of uniforms and equipment for the 
entering classes at West Point, the Naval Academy, and the Coast 
Guard Academy. 


EXPLANATION OF THE BILL 


Cadets at the United States Military Academy and the Coast Guard 
Academy, and midshipmen at the United States Naval Academy are 
required to pay for the bulk of their clothing and academic equipment 
out of their monthly pay. 

In order to give the treasurer at each Academy the necessary 
authority to set up a “stock fund” to finance the cost of equipping the 
incoming classes, existing law authorizes members of each incoming 
class to be credited with the sum of $250 from their pay, to cover the 
cost of initial clothing and equipment. The law requires that this 
advance shall be deducted subsequently from the pay of the individual. 

Current costs have increased to a point where an advance of $250 
to each individual does not provide an operating fund which is 
adequate to finance the purchases. As a result the treasurer at: each 
Academy is unable to make prompt payment or prompt reimburse- 
ment for equipment received or services rendered. 

The bill would authorize the Secretary of each of the services to 
specify the amount to be credited to each new cadet or midshipman 
upon first admission to the Academy concerned. 

In addition to removing the $250 limitation on the salary advance, 
the bill also provides statutory authority whereby indebtedness of 
cadets and midshipmen discharged prior to graduation shall be 
canceled after all recoverable clothing or equipment of a distinctly 
military nature has been turned in. 

H. R. 2736 deals with purely administrative matters and has no 
measurable effect on the cost to the Government for supplies and 
equipment furnished new cadets and midshipmen. 


RECOMMENDATIONS OF THE DEPARTMENT 


The views of the Department of Defense are shown in the extract 
of the January 25, 1951, letter from the Assistant Secretary of Defense 
to the Speaker of the House of Representatives, which is made a part 
of this report. 


ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., January 25, 1941. 
Hon. Sam RayBurn, 
Speaker of the House of Representatives. 
Dear Mr. SPEAKER: There is forwarded herewith a draft of proposed legis- 
lation to authorize advances for clothing and equipment to cadets at the Military 
Academy and to midshipmen at the Naval Academy, and for other purposes. 
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This proposed legislation is a part of the Department of Defense legislative 
program for 1951 and it has been approved by the Bureau of the Budget. The 
Department of Defense recommends that it be enacted by the Congress. 

urpose of the legislation.—This proposal would authorize the Secretaries of the 
Army and the Navy to determine and allow the amount of initial money credit 
necessarv to cover the cost of clothing and equipment of new cadets and midship- 
ment at West Pcint and Annapolis. The act of June 30, 1921 (42 Stat. 68, 95, 
10 U. S. C. 1149) provides that cadets, upon admission to the Military Academy, 
will be credited with the sum of $250 to cover the cost of initial clothing and equip- 
ment. The act of July 12, 1921 (42 Stat. 122, 131, 34 U. S. C. 1052), authorizes 
an advance credit of $250 for midshipmen at the Naval Academy for the same 
purpose. These sums are no longer sufficient to cover the present cost of imme- 
diately required uniforms for cadets and midshipmen. In addition to the increased 
cost of uniforms and additional uniforms made necessary incident to changing 
times, the lengthening of the academic year, and earlier start thereof, requires 
that members of the fourth class obtain additional uniforms shortly after admis- 
sion rather than in the following spring. The legislation is designed to remove 
the $250 limitation in the above-mentioned statutes so that hereafter the Secre- 
taries of the Armv and the Navy can fix the amount of the advance at a current 
and realistic figure. 

The amount of the advance is not an expense to the Government as amounts are 
withheld from the pay of the individual concerned to repay the advance. Cadets 
of the Military Academy have been urged to make advance deposits up to $300 
to cover the issue of necessary clothing and equipment. Many cadets, particulariv 
those entering the Academy directly from the service, have insufficient funds for 
such a deposit and credit advance against future pay is necessary to enable them 
to pay for their uniforms. 

The present $250 limitations were enacted in 1921 at a time when costs were 
much lower than today. Revision of the statutes along the lines suggested herein 
will provide the adjustment required by today’s increased costs and provide 
an elastic formula under which future cost changes can be reflected by adminis- 
trative action and not necessitate statutory changes. 

Legislative references.— None. 

Cost and budget data.—The expenditure of public funds resulting from enactment 
of this measure is impracticable to calculate as the original indebtedness and 
the degree of reimbursement are both variable. The sums involved will be nominal. 

Department of Defense action agency.—The Department of the Navy has been 
designated as the representative of the Department of Defense for this legislation. 

Sincerely, 
Marx Leva. 


CHANGES IN EXISTING LAW 
In compliance with subsection 3 of rule XXIX of the Standing 
Rules of the Senate there is herewith printed in parallel columns the 
text of provisions of existing laws which would be repealed or amended 
by the various provisions of the bill. 
Existine Law 


THe BIL 


Act of June 30, 1921 (42 Stat. 68, 95, 


10 U. 8. C. 1149) H. R. 


»,en 
2100 


That part of the Act of June 30, 1921 
(42 Stat. 68, 95), under the heading 
“United States Military Academy— 
Permanent Establishment’’ which reads: 
‘Provided further, That hereafter each 
new cadet shall, upon admission to the 
United States Military Academy, be 
credited with the sum of $250 to cover 
the cost of his initial clothing and equip- 
ment issue, to be deducted subsequently 
from his pay.” 


That the Secretary of the Army and 
the Secretary of the Navy are respec- 
tively authorized to prescribe the sum 
which shall be credited to each new 
cadet or midshipman, upon first admis- 
sion to the Military Academy or 
Naval Academy, to cover the cost of 
his initial clothing and equipment issue, 


the 


which sum shall be deducted subse- 
quently from his pay: Provided, That 
hereafter each cadet or midshipman 


discharged prior to graduation who is 





4 


Existinec Law 


Act of July 12, 1921 (42 Stat. 
34 U.S.C. 1052) 


That part of the Act of July 12, 1921 
(42 Stat. 122, 131), under the heading 
“Bureau of Supplies and Accounts’’, 
which reads: “Provided, That hereafter 
each new midshipman shall, upon admis- 
sion to the Naval Academy, be credited 
with the sum of $250 to cover the cost 
of his initial clothing and equipment 
issue, to be deducted subsequently from 
his pay:” 


122 


wos 


131, 


Act of August 4, 1949 (63 Stat. 508, 


14 U.S. C. 183) 


Each cadet, upon admission to the 
Academy, shall be credited with the sum 
of $250 to cover the cost of his initial 
clothing and equipment issued, to be 
deducted subsequently from his pay in 
accordance with regulations prescribed 
by the Secretary. 
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Tue Bry 


indebted to the United States on ac- 
count of advances of pay to purchase 
required clothing and equipment shall 
be required to turn in to the respective 
Academies all clothing and equipment 
of a distinctively military nature to the 
extent required to discharge such in- 
debtedness; and, if the value of such 
clothing and equipment so turned in 
does not cover the indebtedness 
incurred, then such indebtedness shall 
be canceled. 

Suc, 2. That part of the Act of June 
30, 1921 (42 Stat. 68, 95), under the 
heading ‘‘United States Military Acad- 
emy—Permanent Establishment’”’ which 
reads: ‘‘Provided further, That hereafter 
each new cadet shall, upon admission 
to the United States Military Academy, 
be eredited with the sum of $250 to 
cover the cost of his initial clothing and 
equipment issue, to be deducted subse- 
quently from his pay.”’; and that part 
of the Act of July 12, 1921 (42 Stat. 
122, 131), under the heading ‘‘Bureau 
of Supplies and Accounts’’, which reads: 
‘‘Provided, That hereafter each new 
midshipman shall, upon admission to 
the Naval Academy, be credited with 
the sum of $250 to cover the cost of his 
initial clothing and equipment issue, to 
be deducted subsequently from his 
pay:’’, are hereby repealed. 

Src. 3. Section 183 of title 14 of the 
United States Code is amended to read 
as follows: 


“$ 183. Cadets; 
ance 


sO 


initial clothing allow- 


‘The Secretary may prescribe a sum 
which shall be credited to each new 
cadet upon first admission to the 
Academy, to cover the cost of his initial 
elothing and equipment issue, which 
sum shall be deducted subsequently 
from his pay. Each cadet discharged 
prior to graduation who is indebted to 
the United States on aceount of ad- 
vances of pay to purchase required 
clothing and equipment shall be re- 
quired to turn in to the Academy all 
clothing and equipment of a distinctively 
military nature to the extent required to 
discharge such indebtedness; and, if 
the value of such clothing and equip- 
ment so turned in does not cover the 
indebtedness incurred, then such in- 
debtedness shall be canceled.”’ 


O 
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GOLD STAR LAPEL BUTTONS 


Jury 20 (legislative day, June 27), 1951.—Ordered to be printed 


—_— 


Mr. Srpynis, from the Committee on Armed Services, submitted the 


< 
= 
fx 
Oo 


following 


REPORT 


[To accompany H. R. 3911] 


z Cuiinishes on Armed Services, to whom was referred the bill 

H. R. 3911) to provide appropriate lapel buttons for widows, parents, 
and next of kin of members of the Armed Forces who lost or lose 
their lives in the armed services of the United States during World 
War II or during any subsequent war or period of armed hostilities 
in which the United States may be engaged, having considered the 
same, report favorably thereon with amendments and recommend 
that the bill, as amended, do pass. 


AMENDMENTS TO THE BILL 


On page 2, line 2, after the word “during” insert “World War I,”’. 

On page 2, line 3, insert a comma after ‘World War IL’’. 

On page 2, line 15, between the words “during” and ‘ World”, 
insert “World War I,’’. 

On page 2, line 15, insert a comma after “World War IT’”’. 

On page 3, line 18, after “(e)’, insert the following: “the term 
‘World War I’ shall include the period extending from April 6, 1917, 
to March 3, 1921; and (f)”’. 


PURPOSE OF THE BILL 


The act of August 1, 1947, authorizes the gold star lapel button and 
provides that it may be worn by widows, parents, and next of kin 
of members of the Armed Forces who lost their lives in the armed 
services of the United States in World War II. 


EXPLANATION OF THE BILL 


The proposed legislation would extend the provisions of the act of 
August 1, 1947, so as to include World War I and any war or period 
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of armed hostilities subsequent to World War II in which the United 
States may he engaged. 

The proposed legislation would also remove the requirement that 
next of kin must reimburse the Government for the cost of lapel but- 
tons which are issued to them. There are other comparatively minor 
amendments to the act of August 1, 1947, which are stated in the 
section-by-section analysis. 


SECTION-BY-SECTION ANALYSIS 


Section 1. Authorizing the gold star lapel button; extending the period its 
award may include 

Existing law authorizes the gold star lapel button for. widows and 
parents of members of the Armed Forces who lost their lives in the 
armed services of the United States in World War II. 

The proposed legislation would extend the period of eligibility for 
entitlement to the insignia so as to include World War I, and any 
period of armed hostilities subsequent to World War II. 

This section of the proposed legislation also effects technical cor- 
rections made necessary by the fact that since the original statute was 
passed the Unification Act creating the Secretary of Defense, and the 
Air Force as a separate branch of the services, was enacted. 

This section of the proposed legislation also includes next of kin 
among persons authorized to wear the lapel button. This was 
erroneously omitted from existing law, subsection 2 (b) of which 
authorizes next of kin to wear the lapel button but requires that it 
be purchased rather than issued without cost as is done in the case of 
widows and parents. 


Section 2. Basis for issuing gold star lapel buttons 


(a) To widow and parents of deceased serviceman.—This subsection 
of the proposed legislation does not change present law, excepting to 
authorize the issue of the lapel button to the widow and each of the 
parents of members of the Armed Forces losing their lives during 
World War I, and any period of armed hostilities subsequent to 
World War II. The original statute was applicable only to World 
War II. 

(b) To next of kin of deceased serricemen.—The existing law provides 
that the next of kin, as defined in section 3, may be furnished the gold 
star lapel button upon application and after “payment of an amount 
sufficient to cover the cost of manufacture and distribution.”’ It will 
be noted that this differs from the provision covering the distribution 
of the button to the widow and parents, who receive the insignia with- 
out cost to them. The proposed legislation makes no change in this 
subsection of the existing law. 

(c) Not more than one award per each authorized wearer, except a 
replacement can be purchased.—Existing law is written in such a way 
that should an authorized wearer of the gold star lapel button lose 
or damage the insignia, it was impossible to secure a replacement. 

The Department of Defense recommended that existing law be 
changed so as to permit the purchase of a replacement. This sub- 
section of the proposed legislation incorporates the recommendations 
of the Department of Defense and authorizes the purchase of a 
replacement button. 
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(d) Who prescribes the rules and regulations governing issue of gold 
star lapel buttons.—This subsection of the proposed legislation makes 
no change in existing law except to substitute the Secretary of Defense 
for the Secretary of War and the Secretary of Navy as the individual 
who prescribes the rules and regulations which shall govern the issue 
of gold star lapel buttons. 

Section 3. Definitions 

This section of the proposed legislation makes certain changes in 
definitions. First, it includes foster parents who stood in loco parentis. 
Second, it defines the term ‘‘World War I” as the period April 6, 1917, 
the beginning date of World War I as fixed by 40 Statutes 1, to May 
3, 1921, the ending date of World War I as fixed by 41 Statutes 1359. 
Third, it defines the term ‘‘World War II” as the period September 8, 
1939, the date of the declaration of limited emergency, to July 25, 
1947, the date of joint resolution terminating certain emergency and 
war powers. 


Section 4. Penalty for wearing or display by unauthorized persons 

This section of the proposed legislation makes no change in existing 
law. 
Section 5. Authorization for appropriation 

This section is identical with section 5 of existing law. 


RECOMMENDATION OF THE DEPARTMENT 


The views of the Department of Defense with respect only to 
authority to issue replacement buttons are contained in the attached 
letter which is hereby made a part of this report. No firm figures are 
available showing the cost increase involved in extending the coverage 
to include World War I and Korea, but the amount would not seem 
to be so large as to be a factor. 





ASSISTANT SECRETARY OF DEFENSE, 
Washington 25, D. C., January 5, 1981. 
Hon. RicHarp B. RusseE.1, 
Chairman, Committee on Armed Services, United States Senate. 


My Dear Mr. CHarrMaANn: There is forwarded herewith a draft of legislation 
to amend the act of August 1, 1947, providing appropriate lapel buttons for 
widows, parents, and next of kin of members of the Armed Forces who lost their 
lives in the armed services of the United States in World War II, and for other 
rage 

his proposal is a part of the Department of Defense legislative program for 
1951 and it has been approved by the Bureau of the Budget. The Srepeet ment 
of Defense recommends that it be enacted by the Congress. 

Purpose of the legislation.— Under the act of August 1, 1947 (61 Stat. 710), gold 
star lapel buttons are provided for certain specified kin of members of the Armed 
Forces who lost their lives in the Armed Forces of the United States in World 
War II. In some cases the Government is authorized to give a lapel button to 
a relative and in others the relative is authorized to purchase one button but in no 
no case may a duplicate be obtained. If enacted, the proposed legislation would 
amend the statute to permit purchase from the Government, by the relatives 
concerned, of a replacement for the gold star lapel button previously issued. 
Its enactment would provide the necessary authority for replacing gold star lapel 
buttons which may have been lost, destroyed, or rendered unfit for use, upon 
application therefor and payment of an amount sufficient to cover the cost of 
manufacture and distribution. 

Legislative references.—Legislation identical with this proposal was included in 
the Department of Defense legislative program for consideration by the Eighty- 








4 


GOLD STAR LAPEL BUTTONS 


first Congress, second session, approved by the Bureau of the Budget and intro- 


duced in the Congress (S. 3392 and H. 


R. 8089). 


No further action was taken 


by the Eighty-first Congress with respect to S. 3392 and H. R. 8089. 
Cost and budget data.—Enactment of the proposed legislation will not entail 
any additional cost to the Government since replacement of lapel buttons is to 


be made on a cost basis. 


Department of Defense action agency——The Department of the Air Force has 
been designated as the representative of the Department of Defense for this 


legislation. 
Sincerely yours, 


Marx Leva. 


CHANGES IN EXISTING LAW 


In compliance with subsection 3 of rule XXIX of the Standing Rules 
of the Senate there is herewith printed in parallel columns the text 
of the provisions of existing law which would be repealed or amended 
by the provisions of this bill as amended by the committee: 


Existing Law 


The act of August 1, 1947 


That the Secretary of War and the 
Secretary of the Navy, acting jointly, 
shall formulate and fix the size, design, 
and composition of a lapel button (to 
be known as the “gold star lapel 
button’’) suitable as 4 means of identi- 
fication for widows and parents of mem- 
bers of the armed forces of the United 
States who lost their lives in the armed 
services of the United States in World 
War II. 

The Secretary of War and the Secre- 
tary of the Navy shall procure for their 
respective departments such number of 
gold star lapel buttons as _ shall be 
necessary to effect distribution of such 
buttons-in accordance with the provi- 
sions of this Act. 


Sec. 2. (a) Upon application to the 
Department of War or the Department 
of the Navy, as the case may be, one 
such gold star lapel button shall be 
furnished, without cost, to the widow 
and to each of the parents of a member 
of the armed forces of the United States 
who lost his life in the armed services of 
United States in World War II. 


(b) In addition to the gold star lapel 
button furnished in subsection (a) of this 
sectior, gold star lapel buttons shall 
also be furnished, upon application and 
the payment of an amount sufficient to 
cover the cost of manufacture and dis- 
tribution, to the next of kin of any such 


THE Bint 
H. R. 3911 


That the Act of August 1, 1947 (61 
Stat. 710, title 36, U. S. C. 182a—182d), 
is amended to read as follows: 

“That the Secretary of Defense shall 
formulate and fix the size, design, and 
composition of a lapel button (to be 
known as the ‘gold star lapel button’) 
suitable as a means of identification for 
widows, parents, and next of kin of 
members of the Armed Forces of the 
United States who lost or lose their lives 
in the armed services of the United 
States during World War I, World War 
II, or during any subsequent war or 

eriod of armed hostilities in which the 

nited States may be engaged. The 
Secretaries of the Army, Navy, and Air 
Force shall procure for their respective 
departments such number of gold star 
lapel buttons as shall be necessary to 
effect distribution of such buttons in 
— with the provisions of this 

ct. 

“Sec. 2. (a) Upon application to 
the Department of the Army, Depart- 
ment of the Navy, or the Department of 
the Air Force, as the case may be, one 
such gold star lapel button shall be 
furnished, without cost, to the widow 
and to each of the parents of a member 
of the Armed Forces of the United 
States who lost or loses his or her life 
in the armed services of the United 
States during World War I, World 
War II, or during any subsequent war 
or period of armed hostilities in which 
the United States may be engaged. 

**(b) In addition to the wela star lapel 
button authorized in subsection (a) of 
this section, gold star lapel buttons 
shail also be furnished, upon application, 
and the payment of an amount suffieient 
to cover the cost of manufacture and 
distribution. 








GOLD STAR LAPEL BUTTONS 


Existine Law 


deceased person, not hereinbefore 
designated. No such lapel button shall 
be sold to any person who has been 
furnished a lapel button under sub- 
section (a) and not more than one 
button shall be sold to any one person. 


(c) Gold star lapel buttons shall be 
distributed in accordance with rules 
and regulations prescribed jointly by 
the Secretary of War and the Secretary 
of the Navy. 

Sec. 3. As used in this Act, (a) the 
term ‘‘widow” shall include widower; 
(b) the term ‘“‘parents” shall include 
mother, father, stepmother, stepfather, 
mother through adoption, and father 
through adoption; (c) the term ‘‘next of 
kin” shall include only children, broth- 
ers, sisters, half brothers and_ half 
sisters; and (d) the term “children” 
shall include stepchildren and children 
through adoption, 


Sec. 4. Whoever shall (1) wear, dis- 
play on his person, or otherwise use as 
an insignia, any gold star lapel button 
issued to another person under the 
provisions of this Act; (2) falsely make, 
forge, or counterfeit, or cause or procure 
to be falsely made, forged, or counter- 
feited, or aid in falsely making, forging, 
or counterfeiting any lapel button 
issued under this Act; or (3) sell or 
bring into the United States, or any 
place subject to the jurisdiction thereof, 
from any foreign place, or have in his 
possession, any such false, forged, or 
counterfeited lapel button, shall be fined 
not more than $1,000 or imprisoned not 
more than two years, or both. 

Sec. 5. Such sums are hereby author- 
ized to be appropriated as may be 
necessary to carry out the purposes of 
this Act. 


qu 
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to the next of kin, not hereinbefore 
designated, of any such deceased 
person. 


“(¢) Not more than one gold star 
lapel button shall be furnished to any 
one individual as provided in subsec- 
tions (a) and (b) of this section, except 
whenever a gold star lapel button fur- 
nished under the provisions of this Act 
shall have been lost, destroyed, or 
rendered unfit for use, without fault or 
neglect on the part of the person to 
whom it was furnished such button may 
be replaced, upon application, by pay- 
ment of an amount sufficient to coyer 
the cost of manufacture and distribu- 
tion. 

‘*(d) Gold star lapel button shall be 
distributed in accordance with rules and 
regulations prescribed by the Secretary 
of Defense. 


“Sec. 3. As used in this Act, (a) the 
term ‘widow’ shall include widower; (b) 
the term ‘parents’ shall include mother, 
father, stepmother, stepfather, mother 
through adoption, father through adop- 
tion, and foster parents who stood in 
loco parentis; (c) the term ‘next of kin’ 
shall include only children, brothers, 
sisters, half brothers, and half sisters; 
(d) the term ‘children’ shall include 
stepchildren and children through adop- 
tion; (e) the term ‘World War I’ shall 
include the period extending from 
April 6, 1917, to March 3, 1921; and (f) 
the term ‘World War II’ shall include 
the period extending from September 8, 
1939, to July 25, 1947, at 12 o’clock 
noon, 


© 
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5 LOGHSTALL, from the Committee on Armed Service, submitted 
the following 


REPORT 


(To accompany H. R. 385] 


eee. . . 5: 
‘he Committee on Armed Services, to whom was referred the bill 


(H. R. 385) to direct the Secretary of the Army to convey certain 
lands to the village of Highland Falls, N. Y., having considered the 
same, report favorably thereon and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to authorize and direct the Secretary 
of the Army to convey to the village of Highland Falls, N. Y., without 
consideration, a specified parcel of land approximately one-fourth 
of an acre in area, for the location of a water-filtration plant. 


DISCUSSION OF THE BILL 


The one-quarter acre of land in question is a part of the United 
States Military Academy Reservation. It is a part of a much larger 
tract acquired under authority of Public Law 795, Seventy-first 
Congress (46 Stat. 1591), and includes a portion of the natural water- 
shed for the Highland Falls water supply. The statute authorizing 
the purchase of the land for the reservation contained the following 
proviso: 

Nothing herein shall adversely affect the existing water supply, its sources or 
pipelines of the town of Highland, New York. 

Since the Government acquired this property, the New York State 
Public Service Commission had ordered the village of Highland Falls 
to construct a water-filtration plant, due in part at least to the turbid- 
ness in the water supply of the village caused by construction of the 
military on the watershed. Because of this condition, the Congress 
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enacted Public Law 627, Eightieth Congress, authorizing and directing 
the Secretary of the Treasury to contribute $85,000 toward the con- 


struction of a water-filtration plant for the water supply of Highland 
Falls, N. Y. 

The Secretary of the Army recommends the enactment of this bill. 
Many inhabitants of the village are connected with the Academy 
and will be benefited by the construction of the water-filtration plant. 
The particular site is not required by the Military Academy, is of 
negligible value, and was selected by officials of the village with the 
active concurrence of officials at the Military Academy. 

_ The one-fourth acre is needed as the site for the water-supply facili- 
ties for which the Congress has already authorized the appropriation 
of $85,000 in keeping with the obligation of the Federal Government, 
on in the original transfer to the Military Academy Reservation, 
that 


Nothing herein shall adversely affect the existing water supply, its sources or pipe- 
lines of the town of Highland, New York. 


RECOMMENDATIONS OF THE DEPARTMENT 


The recommendations of the Department of Defense are set forth 
in the following letter, dated March 28, 1951, to the chairman of the 
House Armed Services Committee from the Secretary of the Army. 


Marcu 28, 1951. 
Hon. Cari VINSON, 


Chairman, Committee on Armed Services, 
House of Representatives. 

Dear Mr. Vinson: Reference is made to your request to the Secretary of 
Defense for the views of the Department of Defense with respect to H. R. 385, 
Eighty-second Congress, a bill to direct the Secretary of the Army to convey 
certain land to the village of Highland Falls, N. Y. The Secretary of Defense 
has delegated to this Department the responsibility for expressing the views of 
the Department of Defense thereon. 

The Department of the Army on behalf of the Department of Defense favors 
the above-mentioned bill. 

The purpose of this measure is as stated in its title. The land proposed for 
conveyance consists of approximately one-fourth of an acre having a negligible 
monetary value. It is desired by the village of Highland Falls as a site for the 
construction of a filtration plant. The land was acquired by the Government 
in 1938 pursuant to Public Law 795, Seventy-first Congress (46 Stat. 1491). 
That act, which authorized the acquisition of additional land for the expansion 
of the West Point Military Reservation, contains the following proviso: 

‘Provided, That nothing herein contained shall adversely affect the existing 
water supply, its sources or pipelines of the town of Highland, New York.” 

The one-fourth acre is not required by the Military Academy and it has been 
reported that the particular site was selected by the village, with the active con- 
currence of officials of the Military Academy, as being the most practicable loca- 
tion for the filtration plant. Government construction on the military reserva- 
tion, particularly the construction of a target range and golf course, has caused 
considerable turbidness in the village’s water supply, with the result that the 
New York Public Service Commission has directed the construction of a filtration 
plant as the only method whereby potable water can be supplied the village. 
Public Law 627, Eightieth Congress, which this Department favored, authorized 
the Secretary of the Treasury to pay the village of Highland Falls the sum of 
$85,000 as a contribution to the construction of the required filtration plant. 
That law required the village to give a complete release to the United States for 
any damage to the village through increased turbidity of Highlands Brook result- 
ing from construction activities theretofore or thereafter undertaken by the De- 
partment of the Army in connection with the construction of a moving target 
range and golf course on the military reservation at West Point. While it appears 
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that the Government is under no legal obligation to convey this land without con- 
sideration, it does have a strong interest in matters which contribute to the well- 
being of the village in view of its proximity to the Military Academy and the fact 
that many of the inhabitants of the village are connected with the Academy. 

It is recommended, however, that the bill be modified by the addition of a 
section 2, as follows: 

“Src. 2. The deed effecting the conveyance provided for in Section 1 shall 
contain (a) such provisions as may be deemed necessary by the Secretary of the 
Army to insure that the property is used for the construction of a filtration plant 
or other similar purpose; (b) a provision that the construction shall be performed 
and the property used in such manner as not to interfere with the Government’s 
use of its property in the vicinity; (c) a provision that the filtration plant or other 
similar improvement shall be completed not later than 10 vears from the date of 
enactment of this act. In the event of failure on the part of the village of High- 
land Falls to make such improvements within the period specified, title to the 
property shall thereupon revert to the United States.” 

Enactment of this measure into law will not involve the expenditure of any 
Department of Defense funds. 

This report has been coordinated among the departments and boards in the 
Department of Defense in accordance with procedures prescribed by the Secretary 
of Defense. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report. 

Sincerely yours, 
FRANK PAce, Jr., 
Secretary of the Army. 


O 
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rd 
OF MICH, 


JUL 30 1951 


HNSTOR Of South Carolina, from the Committee on Post Offic 
pd Civil Service, submitted the following 


REPORT 


{To accompany 8. 622] 


os 
TH 


ommuttee on Post Office and Civil Service, to which was 
d the bill (S. 622) to inerease the basic rates of compensation 
of certain officers and employees of the Federal Government, and for 
other purposes, having considered the same, reports favorably thereon, 
with amendments, and recommends that the bill as amended do pass 


ref 


GENERAL STATEMENT 


5. 622 proposes, among other things, an upward revision of the pay 
schedules of the Classification Act of 1949, as amended. This is the 
principal pay statute affecting the salaries of about a million employees 
outside of the postal service, roughly about 42 percent of all employees 
in the executive branch. For the most part these employees are 
engaged in administrative, professional, scientific, and office and 
clerical work. They are commonly referred to as white-collar groups. 
About 80 percent of the employees under the Classification Act of 
1949 work outside of Washington and about 20 percent work in the 
Washington area. 

The bill makes adequate provision to assure that every employee 
paid under the Classification Act of 1949, as amended, will receive 


an increase in compensation through the initial adjustment to the 
new schedules. 


BACKGROUND OF CLASSIFICATION ACT PAY INCREASES 
With the exception of a minor change in some of the very lowest 
grades there were no increases in rates of pay under the Classification 


Act of 1923, as amended, between 1930 and 1945. In fact, for part 
of this period, there were decreases. 
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Since 1945, there have been four changes in the basic pay schedules 
of 5" Classification Act: 

. On July 1, 1945, the Federal Employees Pay Act of 1945 increased 
ae rates of basic compensation by a sliding percentage scale ranging 
from 20 percent at the floor to 8.9 percent at the ceiling. The average 
increase was 15.9 percent. 

2. On July 1, 1946, the Federal Employees Pay Act of 1946 increased 
rates almost uniformly by 14 percent, subject, however, to a $10,000 
ceiling. The effect was an increase of about 25 percent at the floor 
and 2 percent at the ceiling. The average increase was 14.2 percent. 

3. On July 11, 1948, the postal rate revision and Federal Employees 
Salary Act of 1948 increased all salaries by $330. The effect was that 
of a sliding scale ranging from 30.6 percent at the very bottom to 3.3 
percent at the ceiling. The average increase was 11 percent. 

4. On October 30, 1949, the Classification Act of 1949 increased 
rates of basic compensation by about 4.1 percent. It reversed to some 
extent the prior trend toward disproportionately low increases in the 
middle and higher brackets principally by establishing three new 
grades at the top of the general schedule, GS-16, $11,200-$12 ,000; 
3S-17, $12,200-$13,000; and GS-18, $14,000. The act however, 
limited the number of positions that could exist in any of these grades 
at any one time to 300 in GS-16, 75 in GS-17, and 25 in GS-18. 


BASIS FOR CLASSIFICATION ACT PAY INCREASES 


In recommending the pay increases provided by S. 622, the commit- 
tee has taken into consideration the increase in the cost of living, the 
national salary and wage stabilization policy, the increased cost, and 
the necessity of avoiding a distortion of job values as set forth in the 
grades of the Classification Act. 

There have been no revisions of Classification Act pay scales since 
enactment of the Classification Act of 1949, approved October 28, 1949. 

The increase in the cost of living since that date is well known. 
It has had an adverse effect upon the various white-collar groups of 
Federal employees. Whereas blue-collar employees paid on the basis 
of local prevailing wages have received pay increases, that has not 
been true of the groups covered by this bill. The National Con- 
sumers’ Price Index of the Bureau of Labor Statistics increased 8.8 
percent, from 169.7 (revised index) in October 1949 to 184.6 (revised 
index) in April 1951. Using this figure, and thus keeping within the 
general limitations of national economic policy, the committee pro- 
poses an 8.8 percent increase in entrance salaries of the grades of the 
Classification Act of 1949, and a revision of Classification Act pay 
schedules on that basis. 

National economic policy permits general increases of 10 percent in 
wage and salary levels subsequent to January 15,1950. At the present 
time the Federal Government is engaged in economic control activi- 
ties to prevent inflation and it is our view that pay increases in the 
Federal service should be well within such limits. Any action taken 
to benefit Government employees which is inconsistent with national 
policy for private industry would inevitably, and with good reason, 
be regarded by private employers asa general precedent. 

The bill provides an across-the-board percentage Classification Act 
increase rather than a uniform dollar increase or a sliding scale. 
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Because of sliding scale and uniform dollar increases enacted by 
Congress in the past, there have been disproportionately smaller 
increases in the middle and higher brackets than in the lower grades. 
For example, between 1939 and 1949 the entrance salaries of grades 
GS-1 to GS-6 of the general schedule were increased as much as 75 
percent and at least 50 percent while the entrance salaries of the higher 
grades from GS-7 to GS-15 were increased at most 47 percent, and 
as little as 25 percent. Similarly, in the same period, the entrance 
salary of grade CPC-—2 in the crafts, protective, and custodial schedule 
was increased 96 percent while that of CPC-—10, the highest grade 
in that schedule, was increased 60 percent. 

With the exception of the Classification Act of 1949, every other 
pay adjustment since 1945 has compressed or narrowed the pay sched- 
ules between floor and ceiling, that is, between the lowest and highest 
pay rates for adult employees. This is shown in the table below: 


Changes in the ratio of the ceiling rate to the adult floor rate of the Classification Act, 
1924-49 


Ratio of 
, ae ceiling rate 
Date Ceiling Adult floor to adult 
floor rate 


July 1, 1924 d $7, 500. 00 $900. 00 8. 33 
July 1, 1928 , 9, 000. 00 1, 020. 00 8. 82 
Aug. 1, 1942 9, 000. 00 1, 200. 00 7. 50 
July 1, 1945-. 9, 800. 00 1, 440. 00 6.81 
July 1, 1946 ‘ 4 10, 000. 00 1, 690. 00 5. 92 
July 11, 1948 10, 330. 00 2, 020. 00 5.11 
Oet. 30, 1949 14, 000. 00 2, 120. 00 6. 60 
S. 622 14, 788. 80 2, 308. 80 6. 41 


In 1924, the Government’s policy was to pay top executives and 
scientists under the Classification Act eight and one-third times more 
than the work of an office laborer or cleaner. By compressing the 
pay scales into a narrower compass in the intervening years between 
1924 and 1948, the Government’s policy in 1948 was to pay top 
executives or scientists only about five times more than that of an 
office laborer or cleaner. Congress improved this condition to some 
extent when it revised the Classification Act in 1949. The effect of 
the bill will be to maintain, approximately, the existing ratio between 
the ceiling of the Classification Act and the minimum rate of CPC-2 

The Congress revised the pay schedules of the Classification Act in 
1949 by adjusting this and other inconsistencies that had crept into 
the schedules through the practice of granting proportionately larger 
increases in the lower grades. As the schedules stand now, pay 
relationships among the grades are materially improved compared to 
those which existed in previous years. 5S. 622 would continue this 
trend. The committee is of the opinion that Congress should not 
now distort these relationships and return to the backward trend of 
the pay adjustments which between 1945 and 1948 gave rise in fact 
to the need for the action Congress took less than 2 years ago in 
comprehensively revising the Classification Act. 

Positions under the Classification Act are placed in classes and 
grades according to the level of their duties and responsibilities and 
the qualifications required to do the work. The relationships of job 
values thus established form a sound basis for good personnel admin- 
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istration and good management in general. These relationships be- 
tween job levels must be recognized by corresponding differences in 
compensation levels. Flat dollar increases do not do this. They 
compress the pay schedules to a point where job values are distorted. 
The practical effect is to increase the relative value of simpler, less 
difficult and less responsible jobs and decrease the relative value of 
the more complex, difficult, and responsible jobs. In a career service, 
the result is to offer less incentive to the more capable employees to 
assume more responsible positions in the service, or even to remain 
in a service which is unwilling to recognize in a substantive manner 
the differences in job requirements. 

The committee believes that the desirability of granting to present 
employees a pay increase which recognizes the increased cost of living 
should not obscure the fact that the proposed schedules will be used 
in the future for recruitment, promotions, and demotions. The 
problem is not merely to increase employees’ incomes. It involves 
also the necessity of doing this through pay schedules that can be 
operated to the advantage of the service, that will have logic in fact 
and thus help the Government to maintain its competitive position 
as an employer in the labor market. 


CONSTRUCTION AND EFFECT OF THE PROPOSED CLASSIFICATION ACT 
PAY SCHEDULES 


The new pay schedules for the Classification Act of 1949 as proposed 
in section 1 of the bill provide an over-all average increase of 8.4 
percent. Salary increases are limited to $800 per annum. Subject 
to this limitation the existing entrance (minimum) salary rate of each 
grade is increased by approximately 8.8 percent and each rate there- 
after by a uniform step-increase for the grade. 

With the exception of GS-17, the increases in the entrance rates of 
GS- 15, 16, 17, and 18 are somewhat less than $800 and are 7.95, 
7.0, 6.6, and 5.6 percent, respectively, for each grade. 

The Comptroller General has recommended that all Classification 
Act rates should be evenly divisible by 2,080, the number of hours 
in a basic or straight-time work year, in order to remove uncertainties 
and ambiguities in payroll computations and to simplify the task of 
his office in preparing and applying Government salary tables. 

The pay schedules have been so constructed. All step-increases 
are adjusted to be divisible by 2,080. The present step-increase of 
$60 is changed to $62.40; $70.and $80 step-increases to $83.20; $100 
to $104; $125 to $124.80; $200 to $208; and $250 to $249.60. A few 
changes in step-increases are made in the higher grades in order to 
keep the amount of increase within the $800 limitation. The number 
of step-increases is the same for each grade as in existing legislation. 

The proposed annual pay rates for the general schedule range from 
$2,392, the entrance rate of GS-1, to $14,788.80, the single rate of 
GS-18. The entrance rate for grade CPC-1 (boy and girl messen- 
gers) of the crafts, protec tive, and custodial schedule as proposed is 
$1,643.20; for grade CPC- 2. the lowest grade for adults, it is $2,308.80; 
and for grade CPC-—10, the top grade of that schedule, the new 
entrance rate is $4,513.60. The greatest individual increase is $800 
and the smallest increase is $133.20 (CPC-1). For an adult worker, 
the smallest increase is $188.80. The average increase is $307.53. 
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The present and proposed pay scales and the amount of increase for 
each grade of the general schedule and the crafts, protective, and 
custodial schedule are shown in tables 1 and 2 below. 


TABLE 1.—Proposed pay scales of the general schedule } 




















Grade Per annum rates within grade 
tt letanedcicue aes $2,392.00 $2,475.20 $2,558.40 $2,641.60 $2,724.80 $2,808.00 $2,891. 20 
2, 200. 00 2, 280. 00 2, 360. 00 2, 440. 00 2, 520. 00 2, 600. 00 2. 680. 00 
} 192. 00 195. 20 198. 40 201. 60 204. 80 208. 00 211. 20 
2......-...-----..---.| $2,662.40 $2,745.60 $2,828.80 $2,912.00 $2,995.20 $3,078.40 $3,161.60 
2, 450. 00 2, 530. 00 2, 610. 00 2, 690. 00 2, 770. 00 2. 850. 00 2, 930. 0 
212. 40 215. 60 218. 80 222. 00 225. 20 228. 40 231. 60 
Bd odtalvdawss dg deeedes $2,891.20 $2,974.40 $3,057.60 $3,140.80 $3,224.00 $3,307.20 $3,390.40 
2, 650. 00 2, 730. 00 2, 810. 00 2, 890. 00 2, 970. 00 3 3, 130. 00 
j 241. 20 244. 40 247. 60 250. 80 254. 00 260. 40 
€35 27. Moxie. $3,120.00 $3,203.20 $3,286.40 $3,369.60 $3,452.80 $3, 619. 20 
2, 875. 00 2, 955. 00 3, 085. 00 3,115. 00 3, 195. 00 3, 355. 00 
245. 00 248. 20 251. 40 254. 60 257. 80 264. 20 
Sri ds sae deed $3, 369.60 $3,494.40 $3,619.29 $3,744.00 $3, 868.80 $4, 118. 40 
3, 100. 00 3, 225. 00 3, 350. 00 3, 475. 00 3, 600. 00 3, 850. 00 
269. 60 269. 40 269. 20 269. 00 268. 80 268. 40 
Oi fii $3 yes $3, 764.80 $3,889.60 $4,014.40 $4,139.20 $4,264.00 &, $4, 513. 60 
3, 450. 00 3, 575. 00 3, 700. 00 3, 825. 00 3, 950. 00 4, 075. 00 4, 200. 00 
314. 80 314. 60 314. 40 314. 20 314. 00 313. 80 313. 60 
7 $4,160.00 $4,284.80 $4,409.60 $4,534.40 20 $4,784.00 ¢ 80 
3, 825. 00 3, 950. 00 4, 075. 00 4, 200. 00 , 325. 00 4, 450. 00 5. 00 
335. 00 334. 80 334. 60 334. 40 334. 20 $34. 00 33. 80 
Sissi Le ; $4,576.00 $4,700.80 $4,825.60 $4,950.40 $5,075.20 $5,200.00 $5, 80 
4, 200. 00 4, 325. 00 4, 450. 00 4, 575. 00 4, 700. 00 4, 825. 00 4, 950. 00 
376. 00 375. 80 375. 60 375. 40 375. 20 375. 00 374. 80 
9 ; $5,012.80 $5,137.60 $5,262.40 $5,387.20 $5,512.00 $5,636.80 $5, 761.60 
4, 600. 00 4, 725. 00 4, 850. 00 4, 975. 00 5, 100. 00 5, 225. 00 5, 350. 00 
412. 80 412. 60 412. 40 412. 20 412.00 411. 80 411.60 
10 : eke : $5,449.60 $5,574.40 $5,699.20 $5,824.00 $5,948.80 $6,073.60 $6, 198.40 
5, 000. 00 5, 125. 00 5, 250. 00 5, 375. 00 5, 500. 00 5, 625. 00 5, 750. 00 
449. 60 449. 40 449. 20 449. 00 448. 80 448. 60 448. 40 
ih ewhiascte te eiebe Relea $5,886.40 $6,004.40 $6,302.40 $6,510.40 $6,718.40 $6,926.40 
5, 400. 00 5, 600. 00 5, 800. 00 6, 000. 00 6, 200. 00 6, 400. 00 
486. 40 494. 40 502. 40 510. 40 40 526. 40 
BBiirstnnicieg = $6, 968. 00 7, 176. 00 7,384.00 $7,592.00 00 = $8, 008. 00 
6, 400. 00 6, 600. 00 6, 800. 00 7, 000. 00 . 00 7, 400. 00 
568. 00 576, 00 584. 00 592. 00 600. 00 608. 00 
BB éesnccne 4 2s $8, 278.40 $8,486.40 $8,694.40 $8,902.40 $9,110.40 $9,318.40 
7, 600. 00 7, 800. 00 8, 000. 00 8, 200. 00 8, 400. 00 8, 600. 00 
678. 40 686. 40 694. 40 702. 40 710. 40 718. 40 
14 $9, 568.00 $9,776.00 $9,984.00 $10,192.00 $10,400.00 $10, 587. 20 
8, 800. 00 9, 000. 00 9, 200. 00 9, 400. 00 9, 600. 00 9, 800. 00 
768. 00 776. 00 784. 00 792. 00 800. 00 787. 20 
15 . $10, 795.20 $11,044.80 $11,294.40 $11,544.00 $11, 793.60 
10,000.00 10,250.00 10,500.00 10,750.00 = 11,000.00 
795. 20 794. 80 794. 40 794. 00 793. 60 
Mics i .-.--| $11,980.80 $12,188.80 $12,396.80 $12,584.00 $12, 792. 00 
11,200.00 11,400.00 11,600.00 11,800.00 12,000.00 
| 780. 80 788. 80 796. 80 784. 00 792. 00 
Wiis ------.----| $13,000.00 $13,187.20 $13,395.20 $13,582.40 $13, 790. 40 
12, 200.00 12,400.00 12,600.00 12,800.00 13,000.00 
800. 00 787. 20 795. 20 782. 40 790. 40 
18 eee 
14, 000. 00 
| 788. 80 


1 Proposed rates are shown on the first line for each grade. Present rates are shown on the second line 
The amount of increase of each proposed rate over the present rate is shown on the third line. 
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TaBLE 2.—Proposed pay scales of the crafts, protective, and custodial schedule! 





Grade Per annum rates within grade 


] | $1,643.20 $1,705.60 $1,768.00 $1,830.40 $1,892.80 $1,955.20 $2,017.60 
| 1, 510. 00 1, 570. 00 1, 630. 00 1, 690. 00 , 750. 00 , 810. 00 1, 870. 00 

133. 20 135. 60 138. 00 140. 40 142. 80 145. 20 147. 60 

2 $2,308.80 $2,392.00 $2,475.20 $2,558.40 $2,641.60 $2,724.80 $2,808.00 
2, 120. 00 2, 190. 00 2, 260. 00 2, 330. 00 2, 400. 00 470. 00 2, 540. 00 

188. 80 202. 00 215. 20 228. 40 241. 60 254. 80 268. 00 


~ 


pnw 








3 $2,454.40 $2,537.60 $2,620.80 $2,704.00 $2,787.20 $2,870.40 2, 953. 60 
2, 252. 00 2, 332. 00 2, 412. 00 2, 492. 00 2, 572. 00 2, 652. 00 2, 732. 00 
202. 40 205. 60 208. 80 212. 00 215. 20 218. 40 221. 60 
4 . $2,662.40 $2,745.60 $2,828.80 $2,912.00 $2,995.20 * $3,078.40 $3, 161.60 
2, 450. 00 2, 530. 00 2, 610. 00 2, 690. 00 2, 770. 00 2, 850. 00 2, 930. 00 
212. 40 215. 60 218. 80 222. 00 225. 20 228. 40 231. 60 
5 $2,912.00 $2,995.20 $3,078.40 $3,161.60 $3,244.80 $3,328.00 $3,411.20 
2, 674. 00 2. 754. 00 2, 834. 00 2. 914. 00 2, 994. 00 3, 074. 00 3, 154. 00 
238. 00 241. 20 244. 40 247. 60 250. 80 254. 00 257. 20 
6 $3,161.60 $3,244.80 $3,328.00 $3,411-20 $3,494.40 $3,577.60 $8,660.80 
2, 900. 00 2, 980. 00 3, 060. 00 3, 140. 00 3, 220. 00 3, 300. 00 3, 380. 00 
261. 60 264. 80 268. 00 271. 20 274. 40 277. 60 280. 80 
$3,390.40 $3,494.40 $3,598.40 $3,702.40 $3,806.40 $3,910.40 $4,014.40 
3, 125. 00 3, 225. 00 3, 325. 00 3, 425. 00 3, 525. 00 3, 625. 00 3, 725. 00 
265. 40 269. 40 273. 40 277. 40 281. 40 285. 40 289. 40 
5 $3, 702.40 $3,827.20 $3,952.00 $4,076.80 $4,201.60 $4,326.40 $4,451.20 
3, 400. 00 3, 525. 00 3, 650. 00 3, 775. 00 3. 900. 00 4, 025. 00 4, 150. 00 
302. 40 302. 20 302. 00 301. 80 301. 60 301. 40 301. 20 
y $4,097.60 $4,222.40 $4,347.20 $4, 472.00 $4,596.80 $4,721.60 $4,846.40 
3, 775. 00 3, 900. 00 4, 025. 00 4, 150. 00 4, 275. 00 4, 400. 00 4, 525. 00 
322. 60 $22. 40 322. 20) 322. 00 321. 80 321. 60 321. 40 
10 $4,513.60 $4,638.40 $4,763.20 $4,888.00 $5,012.80 $5,137.60 $5, 262.40 
4, 150. 00 4, 275. 00 4, 400. 00 4, 525. 00 4, 650. 00 4, 775. 00 4, 900. 00 
363. 60 363. 40 363. 20 363. 00 362. 80 362. 60 362. 40 

ae : ee 4 Head char- 

Part-time Charwomen women 

Proposed per annum rate of . $2, 641. 60 $2, 808. 00 
Present per annum rate of 2, 400. 00 2, 540. 00 
Increase per annum rate of : 5 241. 60 2368. 00 


Proposed rates are shown on the first line for each grade. Present rates are shown on the second line. 
The amount of increase of each proposed rate over the present rate is shown on the third line. 


EXPLANATION OF 8. 622 BY SECTIONS 


Section 1: This section relates to the compensation of employees 
subject to the Classification Act of 1949, as amended. 

Subsection (a) amends sections 603 (b) and 603 (c) of the Classifi- 
cation Act of 1949, as amended, by settmg forth new compensation 
schedules for the general schedule, and the crafts, protective, and 
custodial schedule and the annual, full-time rates for part-time 
charwomen ($2,641.60) and head charwomen ($2,808). 

Subsection (b) of this section prescribes the rules by which the 
existing pay rates of employees are to be automatically adjusted to 
the new rates prescribed by the bill. 

Most Classification Act employees are, of course, now paid at 
standard scheduled or longevity rates of their grades. For such 
employees, the transition from old to new rates is simple. As provided 
in paragraph (1), their existing rate will be automatically transferred 
to the new rate having the same relative place in their grade. The 
correspondence of old and new rates and the resulting increase may 
be determined, in any individual case, from the tables given above. 
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Some Classification Act employees, however, are paid at non- 
standard rates, because of the application of salary-saving a 
when some change took place in the status of their positions, e. g., the 
inclusion of their positions under the Classification Act for the ‘first 
time when that act was revised in 1949. Also, a group of several 
thousand employees and their positions were later covered under the 
Classification Act by virtue of their transfer from the field service of 
the Post Office Department to the General Services Administration 
pursuant to Reorganization Plan No. 18 of 1950. Prior to the trans- 
fer these employees had been paid under the Postal Pay Act (Public 
Law 134, approved July 6, 1945, as amended and supplemented). 
In both cases some employee s had been rec eiving basic compensation 
at rates in excess of the Shiforen rates of the classification grade in 
which their positions were placed. Their pay was saved from reduc- 
tion by provisions of the Classification Act itself, or by regulations of 
the Civil Service Commission. Special transition rules are provided 
in paragraphs (2) (A) and (2) (B) of the bill to assure that these 
employees will receive a pay increase in an orderly fashion. 

Paragraph (2) (A) of subsection (b) provides that where, under the 
circumstances described above, an employee has been receiving a 
nonstandard rate of basic compensation less than the maximum 
longevity rate of his grade, his salary shall be converted to the rate 
he would have received under subsection (b) (1) if he had been re- 
ceiving compensation at the next higher scheduled or longevity rate 
of his grade. 

Paragraph (2) (B) of subsection (b) provides that the pay of an 
employee, who immediately prior to the effective date of the act was 
receiving a rate of basic compensation in excess of the maximum 
longevity rate of his grade, shall be increased by the amount of in- 
crease in the maximum longevity rate of his grade. 

Paragraph (2) (C) of subsection (b) applies to a somewhat similar 
situation where part-time char employees are currently receiving rates 
of pay im excess of existing rates of the Classification Act. These 
employees also were transferred from the field service of the Post 
Office Department to the General Services Administration and were 
permitted to continue to receive the higher basic pay rates provided 
by the Postal Pay Act. The amount of increase in these cases will 
be at the same rate as that provided in the pay scales of the bill for 
part-time char employees. 

Although these paragraphs of the bill provide pay. increases for 
persons at nonstandard rates or at rates above the current maximum 
longevity rates, they do not change the provisions of the Classification 
Act, and the regulations issued thereunder, as they relate to the right 
to continue to receive such rates. 

Subsection 1 (c) relates to the compensation of secretaries and law 
clerks of circuit and district judges. The Judiciary Appropriation 
Act, 1951, Public Law 759, Eighty-first Congress, provides that the 
salaries of employees in these positions be fixed without regard to the 
Classification Act of 1949, except that these salaries are required to 
conform to certain specified grades of that act. This authority is 
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limited by a provision in the Judiciary Appropriation Act which 
states— 

That (exclusive of step-increases corresponding with those provided for by title 
VII of the Classification Act of 1949 and of compensation paid for temporary 
assistance needed because of an emergency) the aggregate salaries paid to secre- 
taries and law clerks apueieaen by one judge shall not exceed $9,600 per annum, 
except in the case of the chief judge of each circuit and the chief judge of each 
district court having five or more district judges, in which case the aggregate 
salaries shall not exceed $13,050 per annum. 

Subsection 1 (c) would increase these limitations by the amcunts 
necessary to pay the additional compensation provided in the bill. 
This proposal is in line with the long-time policy of Congress to provide 
pay increases for this small group of employees to the same extent as 
employees directly under the Classification Act. 

Subsection 1 (d) guards against any increase provided under the 
new schedules being considered an equivalent increase for periodic 
step increase purposes. An equivalent increase stops the running of 
the current waiting period of 52 to 78 weeks and begins a new waiting 
period. This provision was used in the salary increase acts of 1945, 
1946, and 1948, and in the Classification Act of 1949. 


ESTIMATE OF COST OF CLASSIFICATION ACT INCREASES 


The annual increased cost of Classification Act increases based upon 
a coverage of 995,000 positions subject to the Classification Act of 
1949, as of March 31, 1951, is estimated to be $306,000,000. The 
average increase is $307.53 or 8.4 percent. The increase in salaries 
to some 480 secretaries and law clerks of circuit and district judges 
under subsection 1 (c) is estimated at $180,000. 

Salary increases for employees of the legislative branch 

Section 2 of S. 622 relates to employees in or under the legislative 
branch of the Government. 

The committee proposes an 8.8-percent increase in gross salaries of 
officers and employees (other than Senators and Members of the House 
of Representatives) of the legislative branch of the Government. 

The increase would not be automatic in the case of employees in 
the office of a Senator. The aggregate amount of the basic compensa- 
tion authorized to be paid for administrative and clerical assistance 
and messenger service in the offices of Senators is increased by 8.8 
percent. 

Salary increases are limited to $800 per annum in section 2. 

Section 3 makes the effective date of the proposed act on the first 
day of the first pay period which begins after the date of its enactment. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 
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Sections 603 (8) ANp 603 (c) oF THE CLASSIFICATION Act oF 1949 


{(b) The compensation schedule for the general schedule shall be as follows: 








Grade Per annum rates 
tacts Riunline ail ee $2, 280 $2, 360 2, 440 $2, 520 $2, 600 $2, 680 
GEG Ansan cccuwda- $2, 450 $2, 530 $2, 610 2, 690 $2, 770 $2, 850 $2, 930 
@B-3... 5. =< siz ; aise . $2,650 $2, 730 2, 810 2, $2, 970 $3, 050 $3, 130 
GS-4. .....-. Bebe te dednedinlahin dd ee 2, 955 $3, 035 3, $3, 195 $3, 275 $ § 
PS ioctl went 2 ee he $3, 100 $3, 225 $8, 350 3, $3, 600 $3, 725 $: 
Gee... -<- seaman . $3,450 $3, 575 $3, 700 : $3, 950 $4, 075 $4, 200 
GS-7_..- $3, 825 $3, 950 $4, 075 $4, 325 $4, 450 $4, 57! 
GS-8. .-- $4, 200 $4, 325 $4, 450 ‘ $4, 700 $4, 825 $4, 950 
A Sint tin i tatiaiN . $4,600 $4, 725 $4, 850 $4, 975 $5, 100 $ 85, 35 
GS-10. ares an $5, 000 $5, 125 $5, 250 $5, 375 $5, 500 
ent S38 ree _.. $5,400 $5, 600 $5, 800 $6, 000 $6, 200 
GSs-12._.. — $6, 400 $6, 600 $6, 800 $7, 000 $7, 200 
GS-13__.. ; i $7, 600 $7, 800 $8, 000 $8, 200 $8, 400 
eas a waates $8, 800 $9, 000 $9, 200 $9, 400 $9, 600 
GS8-15___. $10,000 $10,250 $10,500 $10,750 $11,000 
GS-16__- 4 _... $11,200 $11,400 $11,600 $11,800 $12,000 
| ae 3 ; : $12,200 $12,400 $12,600 $12,800 $13,000 
GS8-18__.- inal ; $14, 000 


(c) (1) The compensation schedule for the crafts, protective, and custodial 
schedule shall be as follows: 





Grade Per annum rates 
erie dae de tae — se $1, 630 $1, 690 $1, 750 $1, 810 
RR : $2, 120 $2, 260 $2, 330 2,4 $2, 470 
CPO-3....... ie canine: ae $2,412 2, 492 $2, 652 
| 2 eae . $2,450 $2, 610 2, 690 $2, 850 
Cao. 24-20: eniaihcticiicseleie sade ands oe 2, 674 2, 834 $2,914 $3, 074 
i icmeinand eet _ $2,900 $3, 060 3, 140 $3, 300 
CPC-7_..... i ; . $3,125 $3, 225 $3, 325 $3, 425 $3, 625 
CPC-8_... ; ‘i . $3,400 $3, 525 $3, 650 $3, 775 $4, 025 
CPC-9__.. $3, 775 $3, 900 $4, 025 $4, 150 $4, 400 
ae . . $4, 150 $4, 275 $4, 400 $4, 525 $4,775 





(2) Charwomen working part time shall be paid at the rate of $2,400 per 
annum, and head charwomen working part time at the rate of $2,540 per annum. J 
(b) The compensation schedule for the general schedule shall be as follows: 





Grade Per annum rates 
GS-1 ; sit anal $9,892.00 $2,475.20 $2,558.40 $2,641.60 $2,724.80 $2,898.00 $2 891.20 
GS-2 i £2,662.40 $2,745.60 2,828.80 $2,912.00 $2,995.20 $3,078.40 $3,161.60 
GS-3 i awl $2, 891. 20 2,974.40 $3,057.60 $3,140.80 $3,224.00 $3,307.20 $3,390.40 
GS-4 ius : $3,120.00 $3,203.20 $2 286.40 3, 369.60 $3,452.80 $3,586.00 $3,619.20 
GS-5___. ; | $3,369.60 $3,494.40 3,619.20 3,744.00 $3,868.80 $8,998.60 $4,118.40 
GS-6... $3,764.80 $3, 889.60 4,014.40 $84,129.20 $4,264.00 $4,388.80 $4,513.60 
GS-7 : #4, 160.00 4,284.80 $4,409.60 4,534.40 $4,659.20 $84,785 00 $4,908.80 
GS-8 #4, 576.00 4,700.80 £4, 825. 60 4,950.40 $5,075.20 5,200.00 $5, 324. 80 
GS-9 ‘ $5,012.80 $5,137.60 $5.262.40 $5,387.20 $5,512.00 $85,636.80 $5,761.60 
GS-10 8 $5,449.60 $5,574.40 25,699.20 $5,824.00 85,948.80 $6,073.60 $6,198.40 
GS-11... .. --| $5,886.40 $6,094.40 $6,392.40 $6,510.40 $6,718.40 $6,926.40 
7S-12 $6, 968.00 7,176.00 8&7, 884.00 7,592.00 $7,800.00 $8,008.00 
GS-13 ‘ an $8,278.40 $8,486.40 $88,694.40 $8,902.40 $9,110.40 $9,318.40 
GS-14 es : £9, 568.00 $9,776.00 $89,984.00 $10,192.00 $10,400.00 $10, 587.20 
GS-16 -e----------| $10,795.20 $11,044,80 $11,294.40 $11,544.00 $11,79%. 60 
GS-16 ; $11,980.80 $12,188.80 $12,396.80 $12,584.00 $12,79¥.00 
GS-17 pias #13,000.00 $18, 187.20 $13,396.20 $13,582.40 $13,790.40 
GS-18 die : $14, 788. 80 


(c) (1) The compensation schedule for the crafts, protective, and custodial schedule 
shall be as follows: 





Grade Per annum rates 
CPC-1 | $1,643.20 $1,705.60 $1,768.00 $1,830.40 $1,892.80 $1,955.20 $2,017.60 
CPC-2 | 2, 308. 80 2, 392. 00 2 475.20 2, 558. 40 2,641.60 2.724. 80 2, 808.00 
CPC-3 2, 454. 40 2, 537.60 2, 620. 80 2, 704. 00 2,787.20 2 870. 40 ? 953.60 
CPC-4 | 2,662. 40 2,745.60 2, 828. 80 2, 912.00 2, 995. 20 5, O78. 40 3, 161.60 
CPC-5 2,912.00 2, 20 3,078.40 3,161.60 3, 244. 80 3, 328. 00 3, 411. 20 
CPC | 8, 161.60 3, . 80 3, 828.00 3, 411.20 3, 494. 40 3. 577.60 3, 660. 80 
CPC-7 8, 390. 40 8, 494. 40 3, 598. 40 8,702.40 3, 806. 40 3,910.40 4, O14. 40 
CPC-8 3, 702. 4 3, 827. 20 3, 952.00 4, O76. 80 4, 201.60 4, 326.40 4, 451. 20 
CPC-9 | 4, 097.60 4, 222. 40 4, 347. 20 4, 472. 00 4, 596. 80 4, 721.60 4, 846. 40 
CPC-10 j 4, 513. 60 4, 638. 40 4, 763. 20 4, 888. 00 5, 012. 80 5, 137.60 5, 262. 40 


(2) Charwomen working part time shall be paid at the rate of $2,641.60 per annum, 
and head charwomen working part time at the rate of $2,808 per annum. 
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Seconp Proviso In PARAGRAPH IN LEGISLATIVE BrRancn APPROPRIATION AcT 
1947, RELATING TO THE AUTHORITY OF SENATORS To REARRANGE Basic 
SALARIES OF EMPLOYEES IN THEIR RESPECTIVE OFFICES 


Provided further, That no salary shall be fixed under this paragraph at a basic rate 
of more than [$5,280] $5,820 per annum, except that the salary of one employee, 
other than the administrative assistant, in the office of each Senator may be 
fixed at a basic rate of not more than [$6,720] $7,320 per annum and the salary 
of the administrative assistant to each Senator may be fixed at a basic rate of 
not more than $8,400 per annum. 


PARAGRAPH DeEsIGNATED ‘“‘FoLpInG Documents” UNpER THE Heapinc “Con- 
TINGENT EXPENSES OF THE SENATE” IN LEGISLATIVE BRANCH APPROPRIATION 
Act 


Folding documents: For folding speeches and pamphlets at a basic rate not 
exceeding [$1 per thousand] $2 per thousand, $28,875. 


O 








Calendar No. 532 


82p CoNGRESS | SENATE ( REPorRT 
1st Session } 





AGRICULTURAL APPROPRIATION BILL, 1952 
Juty 20 (legislative day, June 27), 1951.—Ordered to be printed 


Mr. Russe tt, from the Committee on Appropriations, submitted the 
following 


REPORT 


(To accompany H. R. 3973] 
e — 
Thé Comr tee on Appropriations to whom was referred the bill 
(H.a8. 397 3)Snaking appropriations for the Department of Agricul- 


tur€&for the a year ending June 30, 1952, and for other purposes, 
Sow : " ~ . . 

report the safe to the Senate with various amendments and present 

herewith information relative to the changes made: 


Amount of bill as passed House (direct appropria- 
tions) $717, 295, 23% 


Amount of increase by Senate committee (net) _- 
Amount of bill as reported to Senate__..___._.._. 751, 770, 130 


Amount of appropriations, 1951 (as reduced under 
Section 1214) ik Athen sacl tala phe Staines . 776,199, 700 


Amount of estimates for 1952_._...._..-_-_-__-- 820, 205, 546 
The bill as reported to the Senate: 
Under the appropriations for 1951_._._____- 24, 429, 570 


Under the estimates for 1952_________________-_ 68, 435, 416 
, 





BILL, 1952 
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AGRICULTURAL APPROPRIATION BILL, 1952 3 


INCREASES AND LIMITATIONS 


The changes recommended by the committee in the amounts of 
the House bill are as follows: 


Research and Marketing Act of 1946____-.-__-_____- $150, 000 


The increase recommended by the committee is a partial 
restoration of the House reduction. The committee believes 
that in allocating funds to the projects the Department 
should give priority to those that are worked out on a match- 
ing fund basis in cooperation with State agencies. The 
total amount provided is $4,850,000, which is $650,000 be- 
low the budget estimate. 

With reference to the limitation on work relating to fish 
or shellfish except for the support of equitable transporta- 
tion rates and for development of foreign markets, the com- 
mittee is again advised, as it was last vear, that the workload 
on transportation rates is being carried by one full-time 
employee. The committee suggests that consideration be 
given to the advisability of assigning additional personnel to 
this work, at least on a part-time basis. 


Bureau of Agricultural Economics: 
Economic investigations. ....................-- 4 250, 000 


The increase recommended by the committee is a 
partial restoration of the House reduction. The total 
amount provided is $2,250,000, which is $279,000 below 
the budget estimate. 


Agricultural Research Administration: 


Research on Agricultural Problems of Alaska__ _-—- 11, 550 


The inerease recommended by the committee is a 
partial restoration of the House reduction. ‘The total 
amount provided is $261,550, which is $18,450 below 
the budget estimate. 


Office of Experiment Stations: 
Payments to States, Hawaii, Alaska, and 
Puerto Rico... <2. Per ee a ed 15, 000 


The increase recommended by the committee is 
a partial restoration of the House reduction. The 
total amount provided is $12,431,208, which is 
$22,500 below the budget estimate. 

The committee also recommends that the amount 
for extending the benefits of the Adams and Purnell 
Acts to the Territory of Alaska be increased from 
$37,500 to $52,500, which is $22,500 below the 
estimate. 


Bureau of Animal Industry: 
Animal research -__---- ~~ - hice Gules es. 120, 000 


The increase recommended by the committee is 
a partial restoration of the House reduction. The 
total amount provided is $3,320,700, which is 
$218,700 below the budget estimate. 


Bureau of ary aes. o....-----------...--. 41, 000 


The increase recommended by the committee is a 
partial restoration of the House reduction. The total 
amount provided is $1,491,000, which is $98,000 below 
the budget estimate. 
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INCREASES AND Limirations—Continued 


Agricultural Research Administration—Continued 
Bureau of Agricultural and Industrial Chemistry - - 


The increase recommended by the committee is a 
partial restoration of the House reduction. The total 
amount provided is $7,300,000, which is $667,000 below 
the budget estimate. 


Bureau of Plant Industry, Soils, and Agricultural 
Engineering: 

Plant, Soil, and Agricultural Engineering 

Research_ - __- 


The increase recommended by the committee is 
the net result of the reduction of the $85,670 
required by the amendment providing for 10 per- 
cent reduction for personal services, with exceptions 
as stated, and the following increases recommended 
by the committee: 

Construction and equipment of lab- 
oratory at Orlando, Fla., for citrus 


and subtropical fruit research $275, 000 

Hybrid onion research at Parma, 
Idaho, station : 9, 000 
Research on wheat mosaic. - 10, 000 
Total increase 324, 000 


The total amount provided is $10,589,730, which 
is $46,670 below the budget estimate. 
The committee also recommends that the fol- 
lowing be inserted in the bill: 
including not to exceed $275,000 for the con- 
struction of a laboratory at Orlando, Florida. 
The committee is advised that the scientist 
quartered at Sacramento, Calif., doing research 
work on almonds and walnuts is soon to retire, and 
the committee hopes that within the funds avail- 
able an understudy may be assigned to work with 
him before he retires, in order to retain to the 
research work the benefit of his specialized knowl- 
edge. 


Bureau of Entomology and Plant Quarantine: 
Insect investigations 


The increase recommended by the committee is 
a partial restoration of the House reduction, and is 
intended for the following: 
Additional amount for miscellaneous 
insects attacking cereal and grass 
crops (including green bugs and 


chineh bugs) - _- $40, 000 
Estimated increase for carriers of oak 
wilt and control methods 15, 000 


Funds to undertake control methods 
for eradication of screw worm 
through use of radiant energy 20, 000 
Also, additional funds as may be required for 
strengthening research on wheat stem sawfly. 
The balance of the increase is intended to lessen 
the curtailment of research that would be required 
by the House reduction, such as the work on 
Japanese beetle parasites and diseases. 
The total amount provided is $3,797,725, which 
is $110,275 below the budget estimate. 


$100, 000 


238, 330 
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INCREASES AND LimrraTrons—Continued 


Agricultural Research Administration—Continued 
Insect andgplant disease control 


The increase recommended by the committee is a 
partial restoration of the House reduction. The total 
amount provided is $4,716,062, which is $43,938 below 
the budget estimate. 


Total increase, Agricultural Research 
ministration 


Ad- 


Control of forest pests: 
Forest Pest Control Act 


The increase recommended by the committee is to 
provide funds for the Colorado spruce bark beetle 
control project, estimated at $3,750,000 and for which 
the House allowed nothing. The total amount pro- 
vided is $3,600,000, which is $2,143,000 below the 
budget estimate. 


Forest Service: 
National forest protection and management 


The increase recommended by the committee is to 
provide additional funds, as a partial restoration of the 
House reduction, for administering timber sales for the 
purpose of expediting timber sales in the national for- 
ests. The total amount provided is $27,522,025, which 
is $2,132,975 below the budget estimate. 


Forest development roads and trails_ __ 


The increase recommended by the committee is a 
partial restoration of the House reduction and is to 
provide additional funds for constructing access roads 
for the purpose of expediting timber sales in the national 
forests. The total amount provided is $14,500,000, 
which is $3,000,000 below the budget estimate. 


Acquisition of lands for national forests: 
Weeks Act 
The increase recommended by the committee is to 

restore the budget estimate of $100,000. 
Superior National Forest 


The increase recommended by the committee is 
to restore the budget estimate of $150,000. 


Cooperative range improvements 


The committee recommends, in order to provide a 
direct appropriation instead of an indefinite sum as 
estimated, that the following paragraph be inserted in the 
bill: 


Cooperative Range Improvements 


For artificial revegetation, construction, and mainte- 
nance of range improvements, control of rodents, and 
eradication of poisonous and noxious plants on national 
forests, as authorized by sec. 12 of the act of Apr. 24, 1950 
(Public Law 478), $700,000, to remain available until 
expended. 


Total increase, Forest Service ____ 


$216, 062 


1, 014, 667 


1, 900, 000 


400, 000 


3, 000, 000 


50, 000 
50, 000 


700, 000 


4, 200, 000 
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INCREASES AND LamiratTions—Continued 


Pinetl Cena. 5 ireckicadl dec et thda deticdsdanaeenk $260, 000 


The increase recommended by the committee is to provide 
$200,000 as a partial restoration of the House reduction on 
surveys and to provide $60,000 for surveys of the water- 
sheds of the Big Nemaha River, Little Nemaha River, and 
Weeping Water Creek in Nebraska. The total amount pro- 
vided is $6,372,800, which is $2,527,200 below the budget 
estimate. 

The committee also recommends that the following pro- 
viso be inserted in the bill: 

Provided further: That not in excess of $60,000 of the 
funds made available herein may be used for surveys of the 
watersheds of the Big Nemaha River, Little Nemaha River, 
and Weeping Water Creek in Nebraska and such surveys 
shall be coordinated with the investigations of the Corps of 
Engineers 


The committee believes that funds provided for flood con- 
trol in this bill should be used only for agricultural purposes, 
and in no event should such funds be allocated to the In- 
terior Department. 


Soil Conservation Service: 
Water conservation and utilization projects_ --- ~~ 
The increase recommended by the committee is a par- 
tial restoration of the House reduction. The total 
amount provided is $285,500, which is $214,500 below 
the budget estimate. 
Production and Marketing Administration: 
Conservation and use of agricultural land resources_ 2: 


w 


, 

The increase recommended by the committee is to 
partially restore the House reduction, in order to provide 
funds to meet the commitments under the 1951 crop year 
program and to provide in part for advances of materials 
on the program authorized for the 1952 crop year, and 
thus reduce the amount required to be borrowed from 
the Commodity Credit Corporation for such advances. 
The total amount provided is $280,000,000, which is 
$5,000,000 below the budget estimate. 

The committee also recommends that the amount of 
the program authorized for the 1952 crop year be in- 
creased from $225,000,000 to $280,000,000, which is 
$5,000,000 below the budget estimate. 

The committee also recommends that the following be 
deleted from the bill: 


That not to exceed 5 per centum of the allocation 
for the agricultural conservation program for any 
county may be allotted with the approval of the 
State committee to the Soil Conservation Service 
for services of its technicians in formulating and 
carrying out the agricultural conservation program 
and the funds so allotted shall not be utilized by 
the Soil Conservation Service for any purpose other 
than technical and other assistance in such county. 


100, 000 


500, 000 
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INCREASES AND LimiraTions—Continued 


Production and Marketing Administration—Continued 
Conservation and use of agricultural land re- 
sources—Continued 


and that the following be inserted in lieu thereof: 


That not to exceed 5 per centum of the allocation for 
the agricultural conservation program for any county 
may, on the recommendation of such county com- 
mittee and approval of the State committee, be withheld 
and allotted to the Soil Conservation Service for serv- 
ices of its technicians in formulating and carrying out 
the agricultural conservation program in the participat- 
ing counties, and the funds so allotted may be placed in 
a single account for each State, and shall not be utilized 
by the Soil Conservation Service for any purpose other 
than technical and other assistance in such counties. 


Agricultural production programs- __ ~~ _--- ~~ 
The increase recommended by the committee is a 
partial restoration of the House reduction. The total 
amount provided is $12,000,000, which is $8,000,000 
below the budget estimate. 

The committee also recommends that the amount 
of the limitation on the transfer to ‘‘Administrative 
expenses, section 392, Agricultural Adjustment Act of 
1938” be increased from $2,000,000 to $2,800,000. 


Marketing Services. 


$3, 700. 000 


The committee recommends that the following pro- 

viso be deleted from the bill: 
That hereafter appropriations available for classing 
or grading any agricultural commodity without 
charge to the producers thereof may be reimbursed 
from nonadministrative funds of the Commodity 
Credit Corporation for the cost of classing or grading 
any such commodity for producers who are eligible 
to obtain Commodity Credit Corporation price 
support. 

and that the following be inserted in lieu thereof: 
That hereafter there may be transferred to appropria- 
tions available for classing or grading any agricultura 
commodity without charge to the producers thereof 
such sums from nonadministrative funds of the Com- 
modity Credit Corporation as may be necessary in 
addition to other funds available for these purposes, 
such transfers to be re imbursed from subsequent appro- 
priations therefor, 


Total increase, Production and Market- 
ing Administration _ — _ - Mat _ 27, 200, 000 


Rural Electrification Administration: 
Loan authorizations. 


The committee recommends that the amount of the 
contingent authorization for additional amounts that 
may be borrowed for the rural electrification program 
to the extent required for the development of the pro- 
gram be reduced from $100,000,000 to $75,000,000. 

The committee also recommends that the amount of 
$25,000,000 be provided as a contingent authorization 
for additional amounts that may be borrowed for the 
rural-telephone program to the extent required for the 
development of the program. 








Oo 
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INCREASES AND LimiraTions—Continued 


Flood cont rol 


The increase recommended DY the committee is to provide 
$200,000 as a partial restoration of the House reduction on 
survevs and to provide $60.000 for surveys of the water- 
heds of the Big Nemaha River, Little Nemaha River, and 
Weeping Water Creek in Nebrask: 


Q”7 


vided is $6,372,800, which is $2,; 


$260, 000 


i 





The total amount pro- 
7.200 below the budget 








The committee also recommends that the following pro- 


o be inserted in the bill 


} ) , h the a stigatio o} the ¢ ) 
ky 8 
Ph ymmittee believes that funds provided for flood con- 
should be used only for agricultural purposes, 
1 event should such funds be allocated to the n 


Soil Conservation Service: 


Water conservation and utilization projects 100, 000 


Che increase recommended by the committee is a par- 
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Production and Marketing Administration: 
Conservation and use of agricultural land resources 23, 500, 000 
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INCREASES AND LaiMITATIONS ( ontinued 
Ri ~ ek coat sen 1 Cee 
Production and Marketing Administration—Continued 
. ; : . . 
Conservation and use of agricultural land _ re- 
: ; 
sources—Continued 
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That not to exceed 5 per centum of the 
the agricultural conservation program fe l 
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a single acco nt for eat h State, and sha nol 
{ 1 the So C'onservation Ne ce to ! 
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Agricultural production programs $3, 700 
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amount provided is $12,000,000, whi S8,000,000 
below the budget estimate. 
The committee also recomme 1 i 
of the limitation on the transfer t« Adn tra 
expenses, section 3902, Agricultural Adjustme1 \ 
1938”’ be increased from $2,000,000 to $2,800,000, 
Marketing services 
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Total increase, Production and Market 
ing Administration 7, 200, 000 


Rural Electrification Administration: 
Loan authorizations. 


The committee recommends that the amount 
contingent authorization for additional a 
nav be borrowed for the rural electrification 
he extent required for the development I 


gram be reduced from 8100,000,000 to $75,000,000 
The committee also 1 


recommends that the 
$25,000,000 he provided as a contingent a 
for additional amounts that may be borr 
rural-telephor e program to the extent required 


deve lopment Ol the program, 
I 
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INCREASES AND Limirations—Continued 


Rural Electrification Administration—Continued 
Loan authorizations—Continued 


It was brought to the attention of the committee in 
the course of the hearings that the Rural Electrification 
Administration had adopted a new policy with respect 
to its loans. This policy gives the Department of Labor 
the power to control the wages paid for work done by 
the farmers’ electric cooperatives. 

In some cases the wages required in farm communities 
by the Department of Labor have been wholly un- 
realistic when compared with the actual prevailing 
wage For example, based on an 8-hour day, some 
farmer organizations, functioning exclusively in rural 
ireas, Would be required to pay a hole digger $20 a day. 
Che Department of Labor sought to require in a rural 
community of 850 peopie that the farm electric coopera- 

ve pay a lineman $20 a day and a carpenter $24 a day 





for an S-hour day The committee believes that uch 
izes for the construction of rural electrification lines 
facilities are likely to seriously impair the farn 
operatives’ ability to repay their loans. If they had 
been in existence during the history of the REA, the 
farmers’ lines could not have been economically built, 
ni ced or ope rated 


The committee has been unable to find any law 


iuthorizing or directing the Rural Electrification Admin- 
stration to give the Department of Labor dictatorial 
power over wages paid by the borrower farm coopera- 


If the Secretary of Agriculture or the Adminis- 


ator of REA feel that they are unable to perform their 


duties without empowering the Department of Labor 
pose such restrictions, they should come to the 

( gress and request specific legislation authorizing 
1 directing such a policy In the absence of such a 


mmittee feels that the action of the De- 
griculture and the Rural Electrification 
\dministration is unwise and unwarranted. 


oC 


Farmers Home Administration: 
Loan authorization. 


Che committee recommends that the amount of the 

g authorization for production and subsistenes 

nder title II of the Bankhead-Jones Farm Tenant 

Act reased from $100,000,000 to $110,000,000, the 


mount of the budget estimate. 
The committee also recommends that the amount of 
rrowlng a horization for water ftacilities loans 


ler the act of Aug. 28, 1937, be increased from 
$4.250.000 to $5,000,000, the full amount of the budget 


Salaries and expenses vr 
i tie increase re ymmended by the ‘ommittee is 
partial restoration of the House reductiot The total 
uunt provided $28,150,000, which is $1,550,000 


te 


$ 


650, 000 
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INCREASES AND Limrrations—Continued 


1V—GeENERAL Provistons—Continued 
110: Limitation on filling positions (Jensen 


amendment 
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IncrEASES AND LamiratTrons—Continued 


Tirte [V—Generat Provistons—Continued 
Sec. 410: Limitation on filling positions—Co1 
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INCREASES AND Limrrations—Continued 


Titte [V—GeENERAL Provistons—Continued 
Sec. 410: Limitation on filling positions—Con. 


Commodity Exchange Authority ' $58, 928 
Federal Crop Insurance Corporation 250, O89 
Rural Electrification Administration: 

Salaries and expenses - 155, 602 
Farmers’ Home Administration: Sal- 

aries and expenses _-__- 982, 300 
Farm Credit Administration (direct 

appropriation) 46, O41 


Exte msion Service ; 
Payments to States, Hawaii, 


ilaska, and Puerto Rico 20, 256 

Salaries and expenses 68. 827 

O ffice of the Secretary 199, OS2 

O fhice of the Solicitor 231, V1U 
Office of Foreign Agricultural Rela- 

tions 51, 946 

Office of Information 05, 732 


Library d8, 763 
Removal of surplus agricultural com- 
modilties permanent appropria- 


on—administrative expenses) __- 325, 453 


Provided, That nothing in the foregoing shall 
be construed to effect greater reductions than have 
been made in the individual appropriation para- 
jraphs in this Act Provided further, That not 
lo exceed $3,047,079 of the funds approp? ated 
under section 32 of the Act of Auqust 4. 19 a5. 
shall be available in the current fiscal yea for 
personal services in the Departn ent of Agricul- 
ré arrying out the purposes of such Act, as 


amended, including marketing ag 


] jreements an 


Sec. 410: Ratio of personnel employees to total per- 
sonnel served. 


’ 
The committee recommends that the following be in- 
erted in the bill 
V part o ipprop lion oO } »? 
tained in this Act shall be used to pay the mn pe tro? 
of any employee engaged tn personnel wo L ¢ 
the number that would be provided by a 10 of ¢ 
h emplo [ ye f indre t and fifteen, ) te 
fhereat / ‘ part-time, and antermattent 
ployee ft ti Department and its instru ' 
opera / collaborators receiving personne 
om the Department: Provided, That for pur- 
po s of this section mplouees sha L bye considers l 
engaged nm personnel work if the / sp nd ha fan" 
or more in DvD sonnel administration cor { ] 
12 tion and administration of the personnel prograr 
employment, p ement, and separation; » evalua- 
fran and assificatton;: employer relations and se wes 
ining: con ttees of expert exan S ! boards 
ot 1 service examiners; wage administration and 
OCesSsSina, reco lina ind reporting Provwi led f fhe 
fhat nothing yntarned in this section sha he con- 
a } , fling any tncrease whatever in pe oO? 
fies ) and above the? mber otherwise pro 
t fy i 
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Office of kxperiment Stations: 


Salaries and expenses 22, 910 
Phe ° 
( I I ! I 
| I Y ( 
tf 1Op e ¢ ates ) 
Phe I ] | t¢ ! $367 OOD 
$32,910 below the budget estimat 


Bureau of Animal Industry 
Animal disease control and eradication 18, 97§ 
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Total decrease, Agricultural Research Ad- 
ministration 13, 522 
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82p CONGRESS ' REPORT 
1st Nession No. 562 


PROCEEDINGS AGAINST MARTIN ACCARDO FOR 
CONTEMPT OF THE SENATE 


Juiy 24, 1951.—Ordered to be printed 


- O’Conor, from the Special Committee To Investigate Organized 
— Crime ja Interstate Commerce, submitted the following 


== 9 


pr 


REPORT 


dsdtatoers 


[To accompany 8. Res. 180 

The Speécial-Committee To Investigate Organized Crime in Inter- 
stateé-Commerre, as created and authorized by the United States 
Sendte by Senate Resolution 202, Eighty-first Congress, second ses- 
sion, and as extended by Senate Resolution 129, Eighty-second 
Congress, first session, caused to be issued a subpena to Martin 
Accardo, of Coral Gables, Fla. The said subpena directed Martin 
Accardo to be and appear before the said committee on June 21, 1951, 
at 9:30 a. m., at the Federal Buildiag, 300 Northeast First Avenue, 
Miami, Fla., then and there to testify touching matters of inquiry 
committed to said committee, to produce certain records and docu- 
ments, and not to depart without leave of said committee. The date 
of issuance of the subpena was the 9th day of June 1951. Attendance 
pursuant to said subpena was had on June 21, 1951, at 9:30 a. m., at 
which time the witness appeared. The subpena served upon said 
Martin Accardo is set forth as follows: 


UNITED STATES OF AMERICA 
CONGRESS OF THE UNITED STATES 


To Martin Accarpo, 1217 Granada Roulevard, Coral Gables, Fla., Greeting 

Pursuant to lawful authority, you are hereby commanded to appear before the 
committee on Senate Committee To Investigate Organized Crime in Interstate 
Commerce of the Senate of the United States, on June 21, 1951. at 9:30 a. m.. at 
their committee room, Federal Building, 300 Northeast First Avenue, Miami, 
Fla., then and there to testify what vou may know relative to the subject matters 
under consideration by said committee, and bring with vou all records of vou 
income and expense, copies of Federal inceme-tax returns, and records of owner- 
ship or interest in property both real and personal from 1945 to date, 
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Hereof fail not, as you will answer your default under the pains and penalties 
in such cases made and provided. 


To deputy United States marshal, to serve and return. 


Given under my hand, by order of the committee, this 9th day of June, in the 
year of our Lord 1951. 


Hersert R. O’Conor, 
Chairman, Committee on Senate Committee To Investigate Organized 
Crime in Interstate Commerce. 


The said subpena was duly served as appears by the return made 
thereon by Jack F, Peeples, who was duly authorized to serve the 
said subpena. The return of the service by the said Jack F. Peeples 
being endorsed thereon, is set forth as follows 

JuNE 13, 1951. 
I made service of the within subpena by delivering a true copy hereof to the 


within-named Martin Accardo, personally, at 1217 Granada Boulevard, Coral 
Gables, Fla., at 11:20 a. m. on the 13th day of June 1951. 


CHESTER §S. DisHoNG, 
United States Marshal. 
By Jack F. Peepues, Deputy, 

The said Martin Accardo, pursuant to said subpena and in com- 
pliance therewith, appeared before the said committee to give such 
testimony as required by virtue of Senate Resolution 202, Eighty- 
first Congress, second session, and Senate Resolution 129, Eighty- 
second Congress, first session. Martin Accardo having appeared as a 
witness and having been asked questions, which questions were perti- 
nent to the subject matter under inquiry, made answers as appeared 
in the record of the hearing held on June 21, 1951, in room 401, Dade 
County Courthouse Building, Miami, Fla., which record is annexed 
hereto and made a part hereof and designated “‘ Annex 1.” 

As a result of said Martin Accardo’s refusal to answer the questions 
pursuant to the said inquiry, as appears in the record annexed, con- 
sisting of the testimony of that day, the committee was prevented 
from receiving testimony and evidence concerning the matter com- 
mitted to said committee in accordance with the terms of said subpena 
served upon this witness. 

The committee was therefore deprived of answers to questions 
pursuant to the committee’s inquiry propounded to Martin Accardo 
pertinent to the subject matter which under Senate Resolution 202, 
Eighty-first Congress, second session, and Senate Resolution 129, 
Eighty-second Congress, first session, the said committee was in- 
structed to investigate, and the refusal of the witness to answer said 
questions is a violation of the subpena under which the witness was 
directed to appear and answer questions pertinent to the subject 
under inquiry, and his persistent and illegal refusal to answer the 
aforesaid questions deprived the committee of necessary and pertinent 
testimony and places this witness in contempt of the United States 
Senate. 

The subcommittee hearing at which said witness refused to answer 
said questions was duly authorized by the following resolution of the 
said committee, which was unanimously adopted by said committee 
on June 5, 1951: 

Resolved, That the chairman of this committee be, and he hereby is, authorized 


to appoint, at his discretion, one or more subcommittees, consisting of one or 
more members of this committee, of whom one member shall constitute a quorum 
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for the purpose of taking sworn testimony, to hold hearings in furtherance of the 
committee’s investigations of organized crime, at such times and at such places 
as the chairman shall designate in the vicinity of the city of Miami, Fla, 
HERBERT R. O’Conor, Chairman. 
Estes KEFAUVER. 
CuHar.Les W. Tosey, 
Lester C. Hunv. 
ALEXANDER WILEY. 


In accordance with the resolution of June 5, 1951, the chairman 
designated himself as a Subcommittee of One to swear witnesses and 
to hear testimony at Miami, Fla., on June 21, 1951. The said Martin 
Accardo appeared and testified before the said subcommittee at a 
public hearing which was held on June 21, 1951, in Room 401, Dade 
County Courthouse Building, Miami, Fla. 

After reviewing the testimony and other facts as set forth herein, 
the committee at an executive session held on July 18, 1951, adopted 
a resolution authorizing presentation to the Senate of a Senate 
resolution requiring that proceedings for contempt be brought against 
the said Martin Accardo, as appears from the following excerpt from 
the minutes of the said meeting of July 18, 1951: 


A meeting of the committee was held in the Senate District of Columbia Room, 
Room P-36 of the United States Capitol Building, on July 18, 1951, at 12:30 p.m. 
Present were Senators O’Conor (chairman), Hunt, and Kefauver. Also present 
were Richard G. Moser, chief counsel, and Downey Rice, associate counsel. 
* * * * * * * 


The chairman then presented to the committee the minutes of the executive 
session which was held by the committee on June 5, 1951, in Room P-—36, United 
States Capitol Building, Washington, D. C., together with the resolution which 
was unanimously adopted by the committee on that date, authorizing the chair- 
man of the committee to appoint one or more subcommittees to hold hearings in 
the vicinity of the city of Miami, Fla. The chairman stated to the committee 
that, pursuant to the said resolution of June 5, 1951, he had designated himself 
as a subcommittee of one to swear witnesses and to hear testimony in connection 
with organized crime at Miami, Fla., on June 21, 1951. The chairman then 
presented to the committee the report of the proceedings of the public hearing 
which was held by the subcommittee on June 21, 1951, in Room 401, Dade 
County Courthouse Building, Miami, Fla. The chairman stated to the com- 
mittee that the witness, Martin Accardo, repeatedly, consistently, and arbitrarily 
had refused to answer questions put to him throughout the committee’s examina- 
tion of this witness on June 21, 1951, and that his refusal therefore was improper 
and contemptuous. The chairman presented to the committee, for its considera- 
tion, a draft report on the entire matter, and the committee duly adopted the 
said report and instructed the chairman to present it to the United States Senate. 

After discussion, on motion duly made by Senator Kefauver and seconded by 
Senator Hunt, the following resolutions were unanimously adopted: 

* * * * * * * 


Resolved, That the committee present to the United States Senate, for its 
immediate action, a resolution requiring the United States attorney for the 
southern district of Florida to proceed against the said Martin Accardo in the 
manner and form prescribed by law. 

~ * * * + * * 


HERBERT R. O’Conor, Chairman, 
Lester C. Hunr. 
Estes KEFAUVER. 
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ANNEX [| 


INVESTIGATION OF ORGANIZED CRIME IN INTERSTATE 
COMMERCE 


Unirep Srares SENATE, 
SpectaL Commirree To INVESTIGATE 
ORGANIZED CRIME IN INTERSTATE COMMERCE, 
Miami, Fla., Thursday, June 21, 1951. 

The committee met, pursuant to call of the chairman, at 9:30 a. m. Thursday, 
June 21, 1951, in room 401, Dade County Courthouse, Miami, Fla., Senator 
Herbert R. O’Conor (chairman) presiding. 

Present: Senator O’Conor. 

Also present: Richard G. Moser, chief counsel; Downey Rice, associate counsel; 
George Martin, director of information; Fred V. Bruch, narcotics investigator; 
and T. 8. Smith and Murray Jackson, investigators. 

* * * * * * * 

Mr. Rice. Is Martin Aecardo in the room? 

Mr. Accarbo. Yes. 

Mr. Ricr. Please come forward. 


TreSTIMONY OF Martin Accarpbo, Corat GABLES, Fa. 


The CHarrMan. Will you be sworn, Mr. Acecardo? Do you swear before 
Almighty God that the testimony you will give will be the truth, the whole 
truth, and nothing but the truth? 

Mr. Accarpo. Yes. 

The CuarrRMan. Your full name, please. 

Mr. Accarpo. Martin Accardo. 

The CuarrMan. And your address? 

Mr. Accarpo. Senator 

The CHAIRMAN. Just answer so we can identify you. 

Mr. Accarpo. I have a statement I would like to read. 

The CHAIRMAN. Just so we may know who you are. 

Mr. Accarpo. I have a statement I would like to go down on the record. 

The CuatrmMan. What is your address? 

Mr. Accarpo. I have a statement that I would like 

The CHatrMAN. Do you decline to give your address; “‘yes”’ or ‘‘no’’? 

Mr. Accarpo. I stand on my constitutional rights. 

The CuarrMan. Answer the question whether you decline to give your address, 

Mr. Accarpo. I decline to answer the question— 

The CuarrMan. All right, you decline. 

Mr. Accarpo. Upon the ground that the answer may tend to incriminate me. 

The Cuarrman, Is the committee to understand that you refuse to answer all 
questions, even those pertaining to other people and not involving you? 

Mr. Accarpo. | decline to answer the question upon the ground that the 
answer may tend to incriminate me. 

The CHarrRMAN. The committee is desirous of questioning you not with regard 
to your own activities but with regard to the activities of others. Are you pre- 
pared to answer the questions relating to others but not to yourself? 

Mr. Accarpo. I stand on my constitutional rights, and I decline to answer the 
question upon the ground that the answer may tend to incriminate me. 

The CHAIRMAN. All right. 

Mr. Rice. Where do you live? 

Mr. Accarpo. I decline to answer the question upon the ground that the answer 
may tend to incriminate me. 

Mr. Rice. Are vou reading from a piece of paper? 

Mr. Accarpo. A statement. 

Mr. Rice. What does it say; what does the paper say? Let the record indicate 
that the witness does not answer the question. 

Mr. Accarbo. I stand upon my constitutional rights. I decline to answer the 
question upon the ground 

The CHarrMan. The committee directs you to answer. 

Mr. Accarpo. Upon the ground that the answer may tend to incriminate me. 

The CHarirRMAN. The committee directs you to answer that question and also 
the other questions propounded to you by counsel. 

Mr. Moser. Have you heard the questions that have been directed to you; did 
you hear the questions that have been directed to you? 
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Mr. Accarpo. I decline to answer the question upon the ground that the 
answer may tend to incriminate me. 

Mr. Rice. With respect to the question about where vour residence is, do you 
decline to answer on the ground that it may tend to incriminate you on a Federal 
or State offense—State crime or Federal crime? 

Mr. Accarpo. | decline to answer that question upon the ground that the 
answer may tend to incriminate me. 

Mr. Rice. Yes, but do you refuse to answer whether it might incriminate you 
on a Federal or State offense? What is your answer? Do you decline to answer 
that question, too? Do you understand the question? In your refusal to answer 
you are asserting your privilege that it might tend to incriminate you. Will it 
tend to incriminate you on a Federal or State offense—State crime or Federal 
crime? 

Mr. Accarno. It might. 

Mr. Rice. It might what? 

Mr. Accarpo. It might incriminate me 

Mr. Rice. Of what; it might tend to incriminate you of what, a Federal or 
State offense? 

Mr. Accarpo. Both, 

Mr. Rice. It might tend to incriminate you of both? 

Mr. Accarpo. Yes. 

Mr. Rice. This offense that you have in mind, is that a specific offense or 
something vou think it might be? 

Mr. Accarpo. I decline to answer the question upon the ground that it may 
tend to incriminate me. 

Mr. Rice, The offense that you have in mind for which you fear prosecution, 
did that occur more than 10 vears ago? 

Mr. Accarpo. I decline to answer the question upon the ground that it might 
tend to incriminate me. 

Mr. Rice. Did it oceur less than 10 years ago? 

Mr. Accarpo. I decline to answer. 4d stand on my constitutional rights 

Mr. Rice. Was it more than 3 years ago? 

Mr. Accarpo. I decline to answer. 

Mr. Rick. Now, sir, where were you born? 

Mr. Accarpbo. I decline to answer that question upon the grou that the 
answer may tend to incriminate me. 

Mr. Rice. How old are you? 

Mr. Accarpo, I decline to answer the question upon the ground that the 
answer may tend to incriminate me. 

Mr. Rice. Do you have any information about organized crime in interstate 
commerce? 

Mr. Accarpo. I decline to answer. 

Mr. Rice. Relating to other individuals? 

Mr. Accarpo. I decline to answer the question upon the ground that the answer 
may tend to incriminate me. 

Mr. Rice. Have you read about any organized crime in interstate commerce 
in newspapers? 

Mr. Accarpo. I decline to answer the question. 

Mr. Rice. Are you married, Mr. Accardo? 

Mr. Accarpo. I decline to answer the question. 

Mr. Rick. On what ground? 

Mr. Accarpo. Upon the ground that the answer may tend to incriminate me. 

The Cuarrman. The spectators will kindly refrain from any audible demon- 
stration, please. 

Mr. Moser. May I ask a question? Do you know that the purpose of this 
committee is to investigate organized crime in interstate commerce? Do you have 
any knowledge of any facts regarding organized crime in interstate commerce, 
which facts would not incriminate you? 

Mr. Accarpo. I decline to answer the question on the ground that the answer 
may tend to incriminate me. 

Mr. Moser. Even though it would not incriminate you? 

Mr. Accarpo. I decline to answer. 

The CuarrRMAN. The committee is definitely of the opinion that the witness is 
in contempt. He has shown a flagrant disregard of the rights and duties of the 
Senate committee. We will recommend to the full committee that the witness be 
cited for contempt. 

You are excused. 


O 
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Mr. O’Conor, from the Special Committee To Investigate Organized 
Crime in Interstate Commerce, submitted the following 


REPORT 
[To accompany 8. Res. 181] 
: > 

& ia Special Committee To Investigate Organized Crime in Inter- 
St Commerce, as created and authorized by the United States 
sefiate My Senate Resolution 202, Eighty-first Congress, second 
(xses8T61 and as extended by Senate Resolution 129, Eighty-second 
Dofress, first session, caused to be issued a subpena to Julius Fink, 
ture, Md. The said subpena directed Julius Fink to be and 
»poay before the said committee on June 27, 1951, at 10 a. m., in 
90m 457 of the Senate Office Building, Washington, D. C., then and 
ere to testify touching matters of inquiry committed to said com- 
mittee and not to depart without leave of said committee. The date 
of issuance of the subpena was the 15th day of June 1951. Attendance 
pursuant to said subpena was duly postponed to July 2, 1951, at 
10 a. m., at which time the witness appeared. The subpena served 

upon said Julius Fink is set forth as follows: 


UNITED STATES OF AMERICA 
CONGRESS OF THE UNITED STATES 


To Juurus Fink, 2631 East Monroe Street, Baltimore, Md., Greetina: 

Pursuant to lawful authority, you are hereby commanded to appear before the 
Special Committee on Organized Crime in Interstate Commerce of the Senate 
of the United States, on June 27, 1951, at 10 a. m., at their committee room 457, 
Senate Office Building, Washington, D. C., then and there to testify what you 
may know relative to the subject matters under consideration by said committee. 

Hereof fail not, as you will answer your default under the pains and penalties 
in such cases made and provided. 


To E. H. Farrell, Jr., to serve and return. 
Given under my hand, by order of the committee, this 15th day of June, 
the year of our Lord one thousand nine hundred and fifty-one. 


Herpert R. O’Conor, 
Chairman, Committee on Organized Crime in Interstate Commerce 
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The said subpena was duly served as appears by the return made 
thereon by Terence J. Harvey, Jr., who was duly authorized to serve 
the said subpena. The return of the service by the said Terence J. 
Harvey, Jr., being endorsed thereon, is set forth as follows: 

JuNE 15, 1951. 


I made service of the within subpena by showing copy to and leaving copy with 
the within- — Julius Fink, at 2631 East Monument Street, Baltimore, Md., 
at 11;28 p. m. on the 15th day of June 1951. 


TERENCE J. HARVEY, Jr. 


The said Julius Fink, pursuant to said subpena and in compliance 
therewith, appeared before the said committee to give such testimony 
as requirec d by virtue of Senate Resolution 202, Eighty-first Congress, 
second session, and Senate Resolution 129, Eighty-sec ond Congress, 
first session. Julius Fink having appeared as a witness and having 
been asked questions, which questions were pertinent to the subject 
matter under inquiry, made answers as appeared in the record of the 
hearing held on July 2, 1951, in room P-36, United States Capitol 
Building, Washington, D. C., which record is annexed hereto and 
made a part hereof and designated “Annex I.” 

As a result of said Julius Fink’s refusal to answer the questions 
pursuant to the said inquiry, as appears in the record annexed, con- 
sisting of the testimony of that day, the committee was prevented 
from receiving testimony and evidence concerning the matter com- 
mitted to said committee in accordance with the terms of said subpena 
served upon this witness. 

The committee was, therefore, deprived of answers to questions 
pursuant to the committee’s inquiry propounded to Julius Fink perti- 
nent to the subject matter which under Senate Resolution 202, 
Eighty-first Congress, second session, and Senate Resolution 129, 
Eighty-second Congress, first session, the said committee was in- 
structed to investigate, and the refusal of the witness to answer said 
questions is a violation of the subpena under which the witness was 
directed to appear and answer questions pertinent to the subject 
under inquiry, and his persistent and illegal refusal to answer the 
aforesaid questions deprived the committee of nec essary and pertinent 
testimony and places this witness in contempt of the United States 
Senate. 

The subcommittee hearing at which said witness refused to answer 
said questions was duly authorized by the following resolution of the 
said committee, which was unanimously adopted by said committee 
on May 23, 1951: 

Resolved, That the chairman of this committee be, and he hereby is, authorized 
to appoint, at his discretion, one or more subcommittees, consisting of one or 
more members of this committee, of whom one member shall constitute a quorum 
for the purpose of taking sworn testimony, to hold hearings in furtherance of 
the committee’s investigations of organized crime, at such times and at such places 
as the chairman shall designate in the vicinities of the cities of Lexington, Ky., 
Baltimore, Md., and Washington, D. C. 

Herpert R. O’Conor, Chairman. 
Cuarues W. Tosey. 

Lester C. Hunt. 

Estes KEFAUVER. 

ALEXANDER WILEY. 

In accordance with the resolution of May 23, 1951, the chairman 
designated Senator Lester C. Hunt as a Subcommittee of One to 
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swear witnesses and to hear testimony at Washington, D. C., on 
July 2, 1951. The said Julius Fink appeared and testified before the 
said subcommittee at an executive session which was held on July 2 


=, 


1951, in Room P-36, United States Capitol Building, Washington, 
D.C. 

After reviewing the testimony and other facts as set forth herein, 
the committee at an executive session held on July 18, 1951, adopted 
a resolution authorizing presentation to the Senate of a Senate resolu- 
tion requiring that proceedings for contempt be brought against the 
said Julius Fink, as appears from the following excerpt from the 
minutes of the said meeting of July 18, 1951: 


A meeting of the committee was held in the Senate District of Columbia Room, 
room P-—86 of the United States Capitol Building, on July 18, 1951, at 12:30 p. m. 

Present were Senators O’Conor (chairman), Hunt, and Kefauver. Also present 
were Richard G. Moser, chief counsel, and Downey Rice, associate counsel. 

The chairman presented to the committee the resolution which was unanimously 
adopted by the committee on May 23, 1951, authorizing the chairman of the com- 
mittee to appoint one or more subcommittees to hold hearings in the vicinities of 
the cities of Lexington, Ky., Baltimore, Md., and Washington, D. C. 

“ * * 7 * * x 

The chairman stated to the committee that, pursuant to the said resolution of 
May 23, 1951, he had also designated Senator Lester C. Hunt as a subcommittee 
of one to swear witnesses and to hear testimony in connection with organized 
crime at Washington, D. C.. on July 2, 1951. The chairman then presented to 
the committee the report of the proceeding of the executive session which was held 
by the subcommittee on July 2, 1951, in room P-36, United States Capitol Build- 
ing, Washington, D. C. The chairman stated to the committee that the witness, 
Julius Fink, repeatedly, consistently, and arbitrarily had refused to answer ques- 
tions put to him throughout the committee’s examination of this witness on July 2, 
1951, and that his refusal therefore was improper and contemptuous. The chair- 
man presented to the committee, for its consideration, a draft report on the entire 
matter, and the committee duly adopted the said report and instructed the chair- 
man to present it to the United States Senate. 

* * * * * “ * 

After discussion, on motion duly made by Senator Kefauver and seconded by 
Senator Hunt, the following resolutions were unanimously adopted: 

* * * * * 7 

Resolved, That the committee ‘present to the United States Senate, for its 
immediate action, a resolution requiring the United States attorney for the District 
of Columbia to proceed against the said Julius Fink in the manner and form 
prescribed by law. 

* * * * * * * 
HERBERT R. O’Conor, Chairman. 
Lester C. Hunt. 
Estes KEFAUVER, 
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AnneEx I 


INVESTIGATION OF ORGANIZED CRIME IN INTERSTATE 
COMMERCE 


Unitep States SENATE, 
SpeciaL ComMiItreEE To INVESTIGATE 
ORGANIZED CRIME IN INTERSTATE COMMERCE, 
Washington, D. C., Monday, July 2, 1981, 


EXECUTIVE SESSION 


The committee met, pursuant to call of the chairman, at 10:15 a. m., in room 
P-36, the Capitol, Senator Lester C. Hunt presiding. 
Present: Senators O’Conor (chairman), Hunt (presiding), Tobey, and Wiley. 
Also present: Richard G. Moser, chief counsel; Downey Rice, associate counsel; 
Murray Jackson, Thomas 8S. Smith, investigators; James M. Hepbron, adminis- 
trative assistant; Wallace Reidt, assistant counsel. 
* * + * * * * 


TESTIMONY OF JuLius Fink, BALTrmMorE, Mp. 


Senator Hunt. Would the witness state his name, please? 

Mr. Fink. Julius Fink. 

Senator Hunt. Will you stand, please, Mr. Fink, to be sworn? 

Mr. Fink. Yes. 

Senator Hunr. Do you solemnly swear that the testimony you will give this 


committee will be the truth, the whole truth, and nothing but the truth, so help 
you God? 

Mr. Finx. Yes, sir. 

Senator Hunt. Counsel, if you will proceed. 

Mr. Rice. You are not accompanied by counsel? 

Mr. Fink. No. 

Mr. Rice. Where do you live? 

Mr. Fink. 2631 East Monmouth Street. 

Mr. Ricr. And you are Julius Fink? 

Mr. Fink. Yes, sir. 

Mr. Rice. Have you ever been known by any other name? 

Mr. Fink. No, sir. 

Mr. Rice. By the name of Blinking? 

Mr. Fink. I used to blink my eyes when I was a young kid. 

Mr. Rice. Have you been called Baltimore Blinky? 

Mr. Fink. Yes, sir. 

Mr. Rice. Anybody ever call vou Blinky? 

Mr. Fink. I blink my eyes. That was why they called me Blinky. I have no 


Rice. Where were you born? 
. Fixx. Baltimore, Md. 
Mr. Rice. How long ago? 
Fink. Fifty-four years ago. 
Rice. What business are you in, Mr. Fink? 

Mr. Fink. Gentlemen, I have respect for all of you, and I stand on my con- 
stitutional rights, and I won’t answer any questions to you, because it would tend 
to incriminate me. 

Mr. Ries. Are you advised by counsel? 

Mr. Fink. No, sir. 

Mr. Rice. Are you under indictment? 

Mr. Fink. No, sir. 

Mr. Rice. With respect. to the question, what business are you in, you refuse 
to answer on the ground that it would incriminate you of a Federal or State 
offense? 

Mr. Fink. Tend to incriminate me. 

Mr. Rice. Of a Federal or State offense? 

Mr. Fink. I wouldn’t answer any questions. 

Mr. Rice. Do you have a specific offense in mind? 

Mr. Fink. No, sir. 

Mr. Rice. You don’t have any offense that you are afraid you might be in- 
criminated in connection with? 

Mr. Fink. I never did anything. I don’t know what I am here for. 
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Mr. Rice. You say you have never done anything. 

Mr. Fink. I don’t know why I am here. 

Mr. Rice. You are under subpena. 

Mr. Fink. I don’t want to answer any questions. 

Mr. Rice. We understand that you would rather not, but in some cases, to 
help the congressional committee to follow the resolution which formed it to 
inquire into certain matters, it is necessary to inquire. We are more or less 
compelled to ask you some questions. 

Mr. Fink. Gentlemen, I have the highest respect for all of you, the Senators, 
but I won’t answer any questions. 

Mr. Rice. In connection with the question, what business are you in, you say 
you don’t know whether it would incriminate you of a Federal or of a State offense? 

Mr. Fink. I won’t answer that. 

Mr. Rice. Are you under indictment? 

Mr. Fink. No, sir. I do not know what for. 

Mr. Rice, Are you under indictment? 

Mr. Fink. What for? 

Mr. Rice. Are you under investigation? 

Mr. Fink. I don’t know what for. 

Mr. Rice. Do you know whether you are under investigation? 

Mr. Fink. I do not know. 

Mr. Rice. You are not? 

Mr. Fink. I do not think I am. 

Mr. Rice. You are not under investigation. 

In connection with the question as to what business you are in, do you fear 
prosecution for a transaction which took place more than 10 years ago or less 
than 10 years ago? 

Mr. Finx. I have nothing to hide. I just do not want to answer any questions. 
I have nothing to hide. I did nothing wrong in my life. 

Mr. Rice. Try to keep your mind on the questions I am asking you. ‘This 
transaction you are afraid you are going to be prosecuted for and which you are 
afraid will incriminate you 

Mr. Finx. I am not educated. I have a third-grade education. The best I 
can do is answer no questions. 

Mr. Rice. Are you a married man? 

Mr. Fink. Yes, sir; married 15 vears. 


Mr. Rick. What is your wife’s name? 
Mr. Fink. Mary Fink. 
Mr. 


I 
| 
Rice. So vou do answer some questions? 
Mr. Fink. I will answer that, tell you my wife’s name 
Mr. Rice. But there are some questions you don’t want to answer? 
Mr. Fink. I won’t answer any from now on. 
Rick. You won’t answer any from now on? 
Fink. Yes, sir. 
Rick. Where did you go to grade school? 
Fink. I refuse to answer that que stion. 

Mr. Rice. Have you ever heard of Baltimore Blinky? 

Mr. Finx. I refuse to answer that question. I answered that before. 

Mr. Rice. Do you know Willie Adams? 

Mr. Fink. I refuse to answer that question. It might tend to incriminate me. 

Mr. Rice. This committee is investigating organized crime in_ interstate 
commerce. Do you have any information involving other people which would be 
of interest to this committee? 

Mr. Finx. I refuse to answer that one. 

Mr. Rice. I don’t think I have any further questions. 

Mr. Moser. Mr. Fink, you understand that we are here for the purpose of 
obtaining information and not here to attack you and get you into trouble, only 
to try to get information that will be helpful to the committee in proposing 
legislation to the Congress. Do you understand that? 

Mr. Fink. Yes, sir. 

Mr. Moser. Do you have any information with regard to organized crime that 
would not incriminate you? 

Mr. Fink. Ihave no information. Ido not know nothing. 

Mr. Mosger. What is your answer to my question? I asked you if you have 
any information regarding crime that would not incriminate you. 

Mr. Fink. I refuse to answer that because it might tend to incriminate me. 

Senator Hunt, The witness is temporarily excused, but remains under subpena 


O 


Mr. 
Mr. 
Mr. 
Mr. 
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Ir. O’Genor, from the Special Committee To Investigate Organized 
(4me in Interstate Commerce, submitted the following 
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o> 
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REPORT 


[To accompany 8. Res. 182] 


Thé Spécial Committee To Investigate Organized Crime in Inter- 
state Commerce, as created and authorized by the United States 
Senate by Senate Resolution 202, Eighty-first Congress, second ses- 
sion, and as extended by Senate Resolution 129, Eighty-second 
Congress, first session, caused to be issued a subpena to Abraham 
Minker, of Reading, Pa. The said subpena directed Abraham Minker 
to be and appear before the said committee on June 15, 1951, at 10 
a.m., at room 900, HOLC Building, First Street and Indiana Avenue 
NW., Washington, D.C., then and there to testify touching matters of 
inquiry committed to said committee, to produce certain records 
and documents, and not to depart without leave of said committee. 
The date of issuance of the subpena was the 8th day of June 1951. 
Attendance pursuant to said subpena was duly postponed to June 28, 
1951, at 10 a. m., at which time the witness appeared. The subpena 
served upon said Abraham Minker is set forth as follows: 


UNITED STATES OF AMERICA 
CONGRESS OF THE UNITED STATES 


To ABRAHAM MINKER, 1711 Alsace Road or 335 North Eighth Street, Reading, Pa., 
Greeting: 

Pursuant to lawful authority, you are hereby commanded to appear before the 
Committee on Senate Committee To Investigate Organized Crime in Interstate 
Commerce of the Senate of the United States, on June 15, 1951, at 10 a. m., at 
their committee room, 900 HOLC Building, Washington, D. C., then and there to 
testify what you may know relative to the subject matters under consideration 
by said committee, and bring with you— 

1. All ledgers, vouchers, canceled checks, check stubs, bank-deposit slips, 
bank statements, financial statements, notes, copies of tax returns, records 
of accounts receivable and payable, and records of cash receipts and dis- 
bursements, for the period from January 1, 1940, to date; 
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2 and 3 as attached: and bring with you— 

2. All books, records or other documents showing ownership of, or other 
holding or interest in any business, company, or enterprise, or in any property, 
real, personal or intangible, for the period from January 1, 1940, to date; 

3. All correspondence relating to the subject matter referred to in para- 
graph 2 hereof, for the period from January 1, 1940. to date. 

Hereof fail not, as you will answer your default under the pains and penalties 
in such cases made and provided. 


To R. P. S. McDonnell. to serve and return, 
Given under my hand, by order of the committee, this 8th day of June, in the 
year of our Lord one thousand nine hundred and fifty-one. 
Herperr R. O’Conor, 
Chairman, Committee on Se nate Committee To Inve stigate 
Organized Crime In Inte rstate Commerce. 
The said subpena was duly served as appears by the return made 
thereon by Michael J. Reilly, who was duly authorized to serve the 
said subpena. The return of the service by the said Michael J. 
Reilly, being endorsed thereon, is set forth as follows: 
JUNE 9, 1951. 
I made service of the within subpena by personal contact the within-named 


Abraham Minker, at 335 North Eighth Street, Reading, Pa., at 9:30 a m., on 
the 9th day of June 1951, 


Micuarn J, ReiLy, 

Sergeant, Troop C, Px nnsylvania State Police, West Reading, Pa. 
The said Abraham Minker, pursuant to said subpena and in com- 
pliance therewith. appeared before the said committee to give such 
testimony as required by virtue of Senate Resolution 202. Eighty-first 
Congress, second session, and Senate Resolution 129. Kighty-second 
Congress, first session. Abraham Minker having appeared as a wit- 
ness and having been asked questions, which questions were pertinent 
to the subject matter under inquiry, made answers as appeared in the 
record of the hearing held on June 28, 1951, in room 318, United 
States Senate Office Building, Washington, D. C., which record is 

annexed hereto and made a part hereof and designated “Annex Ta 
As a result of said Abraham Minker’s refusal to answer the ques- 
tions pursuant to the said inquiry, as appears in the record annexed, 
consisting of the testimony of that day, the committee Was prevented 
from receiving testimony and evidence concerning the matter com- 


mitted to said committee in accordance with the terms of said subpena 

served upon the witness. , 
The committee was therefore deprived of answers to questions pur- t 

suant to the committee’s inquiry propounded to Abraham Minker ¢ 

pertinent to the subject matter which under Senate Resolution 202, s 

Kighty-first Congress, second session, and Senate Resolution 129. 

Eight y-second Congress, first session. the said committee was in- S 

structed to investigate, and the refusal of the witness to answer said 

questions is a violation of the Subpena under which the witness was 

directed to appear and answer questions pertinent to the subject under ir 

inquiry, and his persistent and illegal refusal to answer the aforesaid ‘. 

questions deprived the committee of necessary and pertinent testimony 


and places this witness in contempt of the United States Senate. 

The subcommittee hearing at which said witness refused to answer 
said questions was duly authorized by the following resolution of the 
said committee, which was unanimously adopted by said committee 
on May 23, 1951: 
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Resolved, That the chairman of this committee be, and he hereby is, authorized 
to appoint, at his discretion, one or more subcommittees, consisting of one or more 
members of this committee, of whom one member shall constitute a quorum for 
the purpose of taking sworn testimony, to hold hearings in furtherance of the 
committee’s investigations of organized crime, at such times and at such places 
as the chairman shall designate in the vicinities of the cities of Lexington, Ky., 
Baltimore, Md., and Washington, D. C. 

Hersert R. O’Conor, Chairman. 
CHARLES W. ToBeEy. 

LEsTER C. Hunr. 

Estes KEFAUVER. 

ALEXANDER WILEY. 


In accordance with the resolution of May 23, 1951, the chairman 
designated himself as a subcommittee of one to swear witnesses, and 
to hear testimony at Washington, D. C., on June 28, 1951. The 
said Abraham Minker appeared and testified before the said sub- 
committee at a public hearing which was held on June 28, 1951, in 
room 318, United States Senate Office Building, Washington, D. C. 

After reviewing the testimony and other facts as set forth herein, the 
committee at an executive session held on July 18, 1951, adopted a 
resolution authorizing presentation to the Senate of a Senate resolu- 
tion requiring that proceedings for contempt be brought against the 
said Abraham Minker, as appears from the following excerpt from 
the minutes of the said meeting of July 18, 1951: 


A meeting of the committee was held in the Senate District of Columbia 
Room, room P-36 of the United States Capitol Building, on July 18, 1951, at 
12:30 p. m. 

Present were Senators O’Conor (chairman), Hunt, and Kefauver. Also pres- 
ent were Richard G. Moser, chief counsel, and Downey Rice, associate counsel. 

The chairman presented to the committee the resolution which was unanimously 
adopted by the committee on May 23, 1951, authorizing the chairman of the 
committee to appoint one or more subcommittees to hold hearings in the vicinities 
of the cities of Lexington, Ky., Baltimore, Md., and Washington, D. C. 

The chairman stated to the committee that, pursuant to the said resolution of 
May 23, 1951, he had designated himself as a subcommittee of one to swear 
witnesses and to hear testimony in connection with organized crime at Washing- 
ton, D. C., on June 28, 1951. The chairman then presented to the committee the 
report of the proceedings of the public hearing which was held by the subcom- 
mittee on June 28, 1951, in room 318, United States Senate Office Building, 
Washington, D. C. The chairman stated to the committee that the witnesses, 
Alex Fudeman, Abraham Minker, and Isadore Minker, repeatedly, consistently, 
and arbitrarily had refused to answer questions put to them throughout the 
committee’s examination of these witnesses on June 28, 1951, and that their 
refusal therefore was improper and contemptuous. The chairman presented to 
the committee, for its consideration, draft reports on the entire matter, and the 
committee duly adopted the said reports and instructed the chairman to present 
them to the United States Senate. 

* * * * * ' a 

After discussion, on motion duly made by Senator Kefauver and seconded by 
Senator Hunt, the following resolutions were unanimously adopted: 

* * « + * * * 

Resolved, That the committee present to the United States Senate, for its 
immediate action, a resolution requiring the United States attorney for the Dis- 
trict of Columbia to proceed against the said Abraham Minker in the manner and 
form prescribed by law. 

* + * * * ~ * 
HERBERT R. O’Conor, Chairman. 
Lester C, Hunt. 
Estes KEFAUVER. 
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ANNEX I 
INVESTIGATION OF ORGANIZED CRIME IN INTERSTATE 
COMMERCE 


UNITED SraTes SENATE, 
SeeciaL Commirree To INVESTIGATE 
ORGANIZED CRIME IN INTERSTATE COMMERCE, 
Washington, D. C., Thursday, June 28, 1951. 

The special committee met, pusuant to adjournment, at 10 a. m., in room 318, 
Senate Office Building, Senator Herbert R. O’Conor (chairman) presiding. 

Present: Senators O’Conor, Kefauver, and Wiley. 

Also present: Richard G. Moser, chief counsel; Downey Rice, associate counsel ; 
John P. Campbell, Roswell P. Perkins, Wallace Reidt, Ralph P. 8. MeDonnell, 
assistant counsel; George Martin, director of public information; and James M. 
Hepbron, administrative assistant. 

* * * * * * 


Mr. Rice. Abraham Minker. 


TESTIMONY OF ABRAHAM MINKER, READING, PA 


The CuarrMan. In the presence of Almighty God, do you swear the testimony 
you give will be the truth, the whole truth, and nothing but the truth? 

Mr. Minxker. I do. 

The CHarrMan. Would you give us your full name, please. 

Mr. Minker. Abraham Minker. 

The CHarrRMAN. And your address? 

Mr. Minker. 1711 Alsace Road, Reading, Pa. 

The CHatrRMAN. Your counsel is? 

Mr. Minker. Mr. Kossman. 

The CHarRMAN. Mr. Kossman, you have indicated you wish to say something. 

Mr. Kossman. I would like to make a statement for the record. 

I would like to call to the attention of the committee the fact that there is a 
special Federal grand jury that was convened at Philadelphia on September 14, 
1950, to investigate various violations of the Federal criminal laws, and that the 
judge who impaneled that special grand jury to investigate rackets in the district 
and Reading is included in the eastern district of Pennsylvania—explained to the 
jury that the Attorney General’s office has come into that district to conduct an 
Investigation that will run the gamut of all the various crimes covered by the 
Federal statutes: 

The newspapers, the Philadelphia Inquirer, on September 14, 1950, stated as 
follows: 

“Justice Department opens rackets probe here. All forms of crime to be 
investigated by the United States grand jury. Goldshine’s announcement came 
without warning—’”’ 

Il am quoting from a newspaper. That has been upheld - 

The CHarRMaNn. Do not argue. Just read it. 

Mr. KossMaAwn (continuing): ‘“‘but his investigation has been in preparation for 
weeks. It will extend to rackets and all their ramifications, the Justice Depart- 
ment spokesman indicated. Even though there are no Federal laws regarding 
numbers, slot machine, and other rackets, the probe will strike at such rings through 
the Federal revenue and conspiracy laws, he said.”’ 

On October 8, 1950, the following article appeared in the Philadelphia Inquirer: 

“Organized mobs identified by probers. The Federal grand jury investigating 
crime and racketeers, after a week end’s respite, will delve into activities, 
organized, and syndicated mobs, tomorrow, a Government spokesman said 
vesterday.”’ 

I also wish to inform the committee that a representative of the Federal grand 
jury has visited Reading in connection with this investigation, Drew O’ Keefe, and 
perhaps others, and that the Federal grand jury is still in session under Max 
Goldshine, who is one of the most fearless and most sincere prosecutors. 

The CHArRMAN. You are not reading from the paper 

Mr. Kossman. No. I am stating it as a fact. 

The CuHarrMAN. You are not testifying, though, Counsel 

Mr. Kossman. I am calling this to the attention of the committee and I will 
tell you why in just a moment. I appreciate the fact that you are allowing me® 


PROCEEDINGS AGAINST ABRAHAM MINKER FOR CONTEMPT 5 


The attention of the committee is also called to the recent decisions of the 
United States Supreme Court, interpreting the fifth amendment, which declares, 
in part: ‘‘No person shall be compelled in any criminal case to be a witness against 
himself.”’ 

I wish to call the attention of the committee to the eighteenth recommendatio! 
of their own report that states as follows: 

“The Attorney General of the United States should be given authority to grant 
immunity from prosecution to witnesses whose testimony may be essential to an 
inquiry conducted by a grand jury or in the course of a trial or of a congressional 
investigation. 

The fifth amendment to the Constitution provides that no person shall be 
compelled in any criminal case to be a witness against himself. The courts have 
construed that to mean that a person may remain silent if it appears that a criminal 
charge, however remote, may be made against him on account of any matters 
concerning which he is questioned. 

I also wish to call the committee’s attention to the fact that J. Howard McGrat! 


in a recent statement before the Maryland State Bar Association stated his ow1 
proposal to adopt this course—referring to immunity to witnesses—is now under 
consideration by the Senate and House Judiciary Committees He was ap- 
proached because of recent court decisions upholding the rights of witnesses 


before Congress and Federal grand juries to refuse to testify on the ground that 
they may incriminate themselves. 

I wish to call the attention of the committee, because they probably do not 
know this, that there appeared in the Reading Eagle on Sunday, June 10, 1951, 
a write-up about Abraham Minker in which they gave his entire criminal record. 
To save the time of the committee, I am going to give this to the reporter to have 
him transcribe the article dealing with the criminal probe in Reading. 

The CHarRMAN. We do not know, Counsel, whether we will put the whole 
article in the record. You are welcome to have it marked for reference and for 
whatever usage vou desire to make of it. 

(The article referred to is on file with the special committee 

Mr. Kossman. I think it is extremely important. 

Mr. Rice. We have not asked any questions vet 

Mr. KossmMan. If vou allow me another moment or two, you may not want to 
ask any questions, 

The CHarrMan. I think we will. 


Mr. KossmMan. On June 13 the Reading Eagle had a headlin« Mrs. Abraham 
Minker subpenaed in crime probe.’? Mrs. Minker is the wife of Abraham Minker. 

The article referred to is on file with the special committee. 

Mr. KossmMan. I would like to eall attention of the committee to the articl 


dated June 27, 1951, in the Reading Times referring to Minker as a person who 
is prominent in gambling and slot-machine operations 

(The article referred to is on file with the special committe 

Mr. Kossman. Why have I done all this?) The reason why is tl \ member 
of the Senate who represents the Senate on a Senate committee #& bound under 
oath to support the Constitution. 

The CHarRMAN. We do not think vou need to tell us of our duty here 

Mr. Kossman. The point is this: There has recently come down a decisior 
the | nited States Supreme Court, a most wonderful deecisio! 

The CHarrMan. We are familiar with it. 

Mr. Kossman. Hoffman v. United States. 

The CHatrMan. We do not think you need to go so far as to say what a Senator 
must do. 

Mr. KossMan. It wasn’t impertinent. It was just a question, in view of the 
fact that Senator Wiley had stated the fact that we all have to obey the law whether 
we like it or not, in view of the fact that there have been many expressions by even 
the courts themselves that—I cannot put it any better than Justice Clark bas put 
it: 


“Tf Congress should hereafter conclude that a full disclosure * * * by the 
witnesses is of greater importance than the possibility of punishing them for 
some crime in the past, it can, as in other cases, confer the power of unrestricted 
examination by providing complete immunity.” 

My point is this: When this committee started to operate it did*not have the 
benefit of all these recent court decisions. I do not know how many in the 
District of Columbia. Despite the fact that I have the greatest admiration for 
Senator Kefauver, not only for his work on the Crime Commission, but his inter- 


national outlook, it seemed to me Senator Kefauver went on dangerous grounds 
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when he criticized the judgment of acquittal, I believe it was in the Russell case, 
reported in 87 Congressional Record 1191, 1192, on February 8, 1951. Here in 
June you have had the benefit of the United States Supreme Court decision in the 
Hoffman case, the Greenberg case, in which Justice Clark made the statement I 
just quoted. Of course, you are familiar with it. 

Given a situation where a man is under investigation by the Internal Revenue, 
where there is a Federal grand jury, where the papers have exposed his background, 
under those circumstances why should a person be even called to be compelled to 
be a witness against himself? 

I say that in the most respectful manner. It is simply done because we are a 
law-abiding Nation, and it is because of the fact that we are a law-abiding Nation 
that I believe, and I therefore request that, under the circumstances of this case, 
under the setting of this case, Mr. Abraham Minker should not be compelled to 
testify and should be discharged by this committee as a witness. 

You have stated that the mere fact that a person is subpenaed does not mean by 
itself that he is a criminal, but, when facts are presented to you, Senator, showing 
the nature of the fact, that he has a criminal record, has served innumerable times 
in the penitentiary, is now under investigation, Federal grand jury investigation, 
to compel a person under those circumstances to come here and be a witness 
against himself is merely giving lip service to constitutional provisions without 
even following through. Ihave the greatest respect for you, Senator, and I do not 
only say it in this room here. I think the work that this committee has done in 
the last 2 days is the type of work that will redound to its everlasting glory. It 
was not done by compelling people to be witnesses against themselves. 

That is the status of the situation. The reason I perhaps speak a little intensely 
about this is because I had a case there where I represented the defendants, l’nited 
States v. Greenberg, where the question came up on his refusal to answer a question 
as to what business he used his telephone for. He was found guilty of contempt 
in the lower court. The court of appeals sustained that decision. The United 
States Supreme Court reversed it and sent it back for reconsideration on that 
particular point alone. 

Under those circumstances, it would be a great waste of taxpayers’ money. I 
mean that very sincerely. It would not only be a waste of taxpayers’ money, but 
it takes the business away from other things, such as the work you did in the last 
few days, to call in people who are prospective defendants and to ask them to go 
through the ritual of refusing the answer questions which I say, in the first place, 
have no business to be asked by this committee as long as we are operating under 
the fifth amendment. 

I appreciate your courtesy. 

The CHAarRMAN. We have been interested in all vou have said and have listened 
to it, but we cannot agree with you in your conclusions. 

In the first place, this committee has a duty to perform by virtue of the assign- 
ment given it by the Senate through the resolution adopted charging this commit- 
tee with the duty of investigating various facts and circumstances. We make it 
plain at the outset, as we attempted to do this morning, that the fact that an 
individual is called here does not indicate that he is being called as a criminal, nor 
does it indicate that he is being called as a defendant. He is being called because 
the committee has reason to believe that he has information which bears upon the 
subject matter of this inquiry. 

Of course, it may also be observed that persons who have been accused in the 
newspapers, such as you indicate, may wish an opportunity publicly to explain or 
to have their side of the story told, and to present to the Senate, the Congress, 
facts which might be at variance with the charges which are made. This oppor- 
tunity is being afforded to this witness to do that, if he desires to avail himself of it. 

I merely mention the fact that he is here does not indicate that he is here for any 
improper purpose or for the purpose of making him a criminal or a defendant. 

No question has as yet been asked, so it is impossible for counsel or anybody else 
to conclude as to whether a given question will, if answered, tend to incriminate 
him 

So it is necessary for us to see what question or questions will be asked of him 
before deciding or being able to judge whether the particular question will elicit 
from the witness any incriminating statements. 

Mr. KossMan. If that statement had been made in February instead of in June, 
I would not know what questions to anticipate, but, based on questions asked 
previous witnesses it is only fair to anticipate what they will be, and I thought 
perhaps we could save the time of the committee. 

The CHarrMAN. We will save time if we ask the question, 
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KossMANn. Keep in mind the fact that he is under investigation. News- 
have set him up as a criminal. 

Rice. Your name is Abraham Minker; is that right? 

MINKER. Yes, sir. 

Rice. Where do you live, Mr. Minker? 

MInKER. Reading, Pa. 

Rice. What is your street address? 

MiInKER. 1711 Alsace Road. 

tice. You are married? 

MINKER. Yes, sir. 

tice. And you live at home with your wife? 

MINKER. Yes, sir. 

Rice. How old a man are you? 

Minke_er. Fifty-two. 

Rick. Where were you born? 

MinkKeEr. Russia. 

Rice. In Russia? 

MinkKER. Yes, sir. 

Rice. What was the name that you were born under? 

MinkeEr. Abraham Minker. 

Rice. How do you spell that? 

MiInKER. A-b-r-a-h-a-m M-i-n-k-e-r. 

Rice. What is your father’s name? 
MiInKER. Minker. 

Rice. Minker or Menker? 

MinKER. Minker. 

Rice. M-e-n-k-e-r? 

MinkKER. M-i-n-k-e-r. 

Ricr. The same name? 

Minker. The same name. 

Rice. When did you come to this country? 
MinKEr. 1905. 

tice. 1905? 

MInkKER. Roughly. 

tice. Are you a citizen? 

MiInKER. Yes, sir. 

Rice. When did you become naturalized? 
Mrinker. In 1945. 

Rice. Forty-five? 

MinkeEr. Forty-five or forty-four. It was one of 
CHAIRMAN. In the last 6 or 7 years? 
MINKER. Yes, sir. 

Rice. Did you ever use the name Clark? 
MrinkeEnr. I refuse to answer that question. It might incriminate me 
Rice. Are you under indictment at the present time? 

MinkeEr. I refuse to answer that question. 

tice. Do you know whether you are under indictment? 

MinkeEr. I refuse to answer that question. 

tice. Do you know what an indictment is? 

Minker. I know what an indictment is. 

Rice. You refuse to answer whether or not you are under indictment? 
MinKeEr. I refuse to answer. 

tice In refusing to answer whether or not you are under indictment, do 


/ 
& 


you feel that is because it may incriminate you? Is that the idea? 


Mr. 


KossMANn. Indictments are handed down secretly by Federal grand juries 


and for that reason, it can be seen why he says he might not know whether or 


not he 
The 
Mr. 


is under indictment. 
CHAIRMAN. We are only asking him so far as he knows. 
Minker. The agent told Mr. Kossman that I need a lawyer. He told me 


to get a lawver. 


Mr. 


tick. Let’s get it clear to see if he knows whether or not he is under 


indictment. Do vou know whether you are under indictment? 


Mr. 
Mr. 
Mr. 
Mr. 
Mr. 


MinkeER. | do not know for sure. 

Rice. You do not know for sure? 

MiInkKER. I do not know for sure. 

tice. You do feel you are under investigation? 
MinkeEr. That I do know. 
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Mr. Rice. But you have not been advised that you are under indictment, have 
you? 

Mr. Minxer. The agent out of Philadelphia, out of the Philadelphia office, 
told me to get a lawyer, and I talked to him. Here it is in his own handwriting. 

Mr. Rice. You have not been arraigned on any charge? 

Mr. Minker. Not yet. 

Mr. Ricr. You have not been advised you are under indictment, have you? 

Mr. Minker. I was advised to get a lawyer. 

Mr. Rice. But you have not been advised that you are under indictment? 

Mr. Kossman. When he says he was advised, he was advised by the Internal 
Revenue. 

The CHAIRMAN. Let him say. 

Mr. Minker. He is anagent. Here is marked down his name. I don’t remem- 
ber his name. 

Mr. Ricr. You are advised that you are under investigation for internal- 
revenue matters, is that the idea? 

Mr. Minker. Income tax. 

Mr. Rice. So the question was whether you had ever used the name ‘Clark.’ 
Have you ever used the name Clark? 

Mr. Minxer, I refuse to answer that question. 

Mr. Rice. In citing your refusal, do you insist that might incriminate you of 
an internal-revenue matter by having used the name Clark? 

Mr. Minker. I refuse to answer that question. 

Mr. Rice. Do you have another offense in mind? 

Mr. Minxer. I refuse to answer that question. 

Mr. Rice. In connection with using the name Clark, do vou fear prosecution 
for a State or Federal offense? 

Mr. Minker. I refuse to answer that question. 

The CHarrMAN. I would like to say this, Counsel, so as to avoid unnecessary 
repetition: Could it be understood that the Chair instructs the witness to answer 
all of the preceding questions and the others that are about to be propounded to the 
witness and that the witness, if he so elects, will refuse to answer them on the 
ground that the answer will tend to incriminate him? 

Mr. Kossman. We can save a great deal of time by 
talking about a State offense in this matter. 

The CHarrMan. Let the witness say. 

Mr. Minker. On the ground that it may incriminate me of a Federal offense. 

The CHarRMan. What Federal offense? 

Mr. Minkxer. I do not know of any. I do not know what it might be. 

Mr. Rick. Do you have a particular offense in mind? 

Mr. Minker. I refuse to answer that question 

Mr. Rice. All right, sir. 

The prosecution which you fear in connection with the name Clark, is that for 
an offense that occurred within the past 10 vears? 

Ir. Minker. | refuse to answer that question. 

Mr. Rree. Back in 1939 you took a pauper’s oath, did you not? 

Mr. Minker. Yes, sir. 

Mr. Rice. And at that time you said that you had no money to pay a fine? 

Mr. MinxeEr. Yes, sir. 

Mr. Ricr, And where did you take that oath? 

Mr. Minker. Lewisburg. 

Mr. Rice. Lewisburg? 

Mr. MinkeEr. Yes, sir. 

Mr. Rice. What business are you in? 

Mr. Minxer. I have a Food Fair market, retail market. 

Mr. Rice. Food Fair? 

Mr. Minxer. Super market. selling retail. 

Mr. Rice. That is the Minker Bros. Produce Co.? 

Mr. Minxer. That is the White House Market 

Mr. Rice. What other business do you have? 

Mr. Minxer. I am manager of the Brighton Realty Co. 


savingsthat we are not 


Mr. Rice. Brighton Realtv Co.? 
Mr. Minker. I am manager. 
Mr. Rice. Where is the office of the Brighton Realtv Co.? 


"¢ 
Mr. Minker. 335 North Eighth Street. 
Mr. Rice. How many people are employed by the Brighton Realty Co.? 
Mr. Minxer. There is nobody employed. 
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Mr. Ricr. Do vou have any salesman? 

Mr. MinKER. No, sir. 

Mr. Rice. What do vou have for staff of the Brighton Realty Co.? 

Mr. Minker. I am just a manager. 

Mr. Rick. You are just the manager? You are it; the whole company? 

Mr. Minxer. I refuse to answer it. 

Mr. Kossman. I do not know what the purpose of the examiner is. I know 
he is very skillful. He cannot put a categorical statement that he said and 
form it into a question. 

Mr. Rice. The witness answered the question as to who the employees of th 
Brighton Realty Co. were other than himself. That is what we are talking about 

Mr. KossmMan. And vou are it? 

Mr. Rice. That is the conclusion. 

Mr. KossmMan. There is a difference between it and a corporat 

Mr. Rice. Who are the emplovees of the Brighton Realty ¢ 

Mr. Minker. Lamthe manager. There is nobody else as far as employees. 

Mr. Rice. What business does the Brighton Realty Co. do? 

Mr. Minkxer. Real-estate mortgages. 

Mr. Rice. What real estate has been bought and sold by the Brighton Realty? 

Mr. Minker. I refuse to answer that question. 

Mr. Rice. You say it handles mortgages? 

Mr. Minker. Real-estate mortgages. 

Mr. Rice. What mortgages have been handled by the Brighton Realty Co.? 

Mr. MinkeEr. I refuse to answer that question. 

Mr. Kassman. I might also say it seems to me that there are certain questions 
that are pertinent to the inquiry and there are certain questions which are not, 
Certainly, when you are investigating interstate commerce and the furthering 
of any transactions which involve a crime against the United States, dealing in 
mortgages seems to be the most local of all propositions. 

The CHarrMan. Except, of course, there may be a connection between an 
interstate transaction financed in that manner. 

Mr. KossmMan. But in the absence of any proof thereof. 

Mr. Rice. You heard this afternoon there were mortgages to police officials. 
I should certainly think that would be within the Senate resolutior 

Mr. Kossman. Mortgages to police officials were not made by the realty 
company. 

Mr. Rice. Have you lent any money to any police officials? 
Mr. Minxer. No, sir 
Mr. Ries. Do vou hold any mortgages of police officials? 
Mr. Minker. No, sir 
Mr. Riee. Directly or indirectly? 

Mr. MinxkeEr. No, sir 

Mr. Rice. Do vou know Lieutenant Hoffman? 

Mr. Minker. Yes, sir 

Mr. Rice. Have you lent him money? 

Mr. Minxer. No, sir 

Mr. Rice. Have you lent Chief Birney money? 

Mr. Minxer. No, sir. 

Mr. Rice. Do you know Alex Fudeman? 

Mr. Minxer. Yes, sir 

Mr. Rice. Have you had any transactions with Fudemar 
Mr. Minker. I refuse to answer that question 

Mr. Rick. Did vou ever receive any money from Alex Fudeman? 

Mr. Minxer. I refuse to answer that question. 

Mr. Rice. Do you know Frank Costello? 

Mr. Minxker. I refuse to answer that question. 

Mr. Rice. Frank Costello, of New York, who has appeared as a witness before 


this committee. Do vou know Frank Costello? 
Mr. Minxer. I refuse to answer that question. 
Mr. Rice. I want to make sure he knows what Frank Costello we are talking 


about, known as the ‘“‘crown prince of the underworld.’ 
Mr. Mineer. | refuse to answer that question. 
Mr. Rice. Have you ever met with Frank Costello at the Colonial Hotel 
Reading? 
Mr. MInNKER. No, sir 
Mr. Rice. Have you ever met with Costello anywhere 
Mr. Minxer. I refuse to answer that question. 


> 
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Rice. Have you met with Costello at Hot Springs? 


Mr. MINKER. NO, sir. 

Mr. Rice. Have you ever been to Hot Springs? 

Mr. MINnKER. Yes, sir. 

Mr. Rice. Did you meet Owney Madden in Hot Springs? 

Mr. Minxer. I refuse to answer that question. 

Mr. Rice. Do you know Owney Madden? 

Mr. Minxer. I refuse to answer that question? 

Mr. Rice. Do you know Nig Rosen? 

Mr. Minxenr. I refuse to answer that question. 

Mr. Rice. Herman Stromberg? 

Mr. Minxer. I refuse to answer that question. 

Mr. Rice. Of Philadelphia? 

Mr. Minxer. I refuse to answer that question. 

Mr. Rice. Have you met Nig Rosen at Hot Springs? 

Mr. Minxer. I refuse to answer 

Mr. Rice. Do you know Capy Hoffman from Philadelphia? 

Mr. MinKeER. No, sir. 

Mr. Rice. Do you know Willie Weisberg? 

Mr. Minxenr. I refuse to answer that question. 

Mr. Rice. Have you ever met Willie Weisberg at Hot Springs? 

Mr. Minke_enr. I refuse to answer. 

Mr. Rice. Have you ever received a telephone call from Willie Weisberg? 
Mr. Minxer. I refuse to answer. 

Mr. Rice. Do you know Mugsy Taylor? 

Mr. Mrinxer. I refuse to answer. 

Mr. Rice. Have you ever received a telephone call from Mugsy Taylor? 
Mr. Minxker. I refuse to answer. 

Mr. Rice. Do you have any interest in the Reading Clothing Co.? 

Mr. MinkeEr. No, sir. 

Mr. Rice. Have you ever had any interest in the Reading Clothing Co.? 
Mr. Minxer. No, sir. 

Mr. Rice. Have you ever had any interest in the Pure Spring Brewery? 
Mr. Minxker. I refuse to answer. 

Mr. Rice. Pure Spring Brewery at Ashland, Pa.? 

Mr. Minxer. I refuse to answer. 

Mr. Rice. Do you know Henry Fudeman? 

Mr. Minker. Yes, sir. 

Mr. Rice. Who is Henry Fudeman? 

Mr. Mrinxer. A nephew. 

Mr. Rice. Have you ever had any transactions with Henry Fudeman? 
Mr. Minxer. I refuse to answer. 

Mr. Rice. Have you ever been arrested? 

Mr. Minker. Well, the papers will tell you that. 

Mr. Rice. Yes. Let’s have you tell us about it. Have you ever been arrested? 
Mr. KossmMan. I would like to state that I do not think it is pertinent to the 


inquiry whether he has been arrested or not, especially when they have the 
information. 
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» CHAIRMAN. Counsel, you have put in the record your statement, which 
the information. 

KossMAN. I have no objection to it. 

MinkeEr. I was. 

Rick. How many times have you been arrested, approximately? 

MrInkeEr. I would say three or four times. 

Rice. Did you ever serve any time? 

MINKER. Yes, sir. 

{1cE. How many times have you been in jail serving time? 

MINKER. Twice. 

Rice. In 1940? 

MinkeEr. I got a pardon the first time. 

tice. You got a pardon the first time? 

MINKER. Yes. 

ticE. What happened the second time? 

MiInkeER. I served time. 

Rice. After that vou had another rap over you for which you took the 
r’s oath? 

Minker. Yes; that was on the whisky. 
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Mr. Rice. Is Henry Fudeman any relation of yours? 

Mr. Minker. Nephew. 

Mr. Rice. He is ‘a nephew? 

Mr. MINnKER. Yes, sir. 

Mr. Rice. In 1940 you and Fudeman were arrested in New York; is that right? 

Mr. MinKer. I refuse to answer. 

Mr. Rice. On what grounds? 

Mr. KossMan. It is assumed that the ground is that it may tend to incriminate 
him. 

Mr. Rice. Let’s see what grounds he has. 

The CHAIRMAN. It is also assumed that the Chair directs him to answer. 

Mr. Minker. It may incriminate me. 

Mr. Kossman. I take it for granted that, when he says he refuses to answer, 
it is on the ground that it tends to incriminate him. 

Mr. Rice. It is difficult for me to understand what will incriminate him if he 
answers this question about this particular arrest which I have asked him about. 

In 1940, did you have a bond of $5,000 which came from Northwestern Trust 
Co. in Minneapolis? 

Mr. MinKer. It was ruled out and I refuse to answer. 

Mr. Rice. It was ruled out and you refuse to answer? 

Mr. Minxer. The Federal court ruled it out, and I refuse to answer. Judge 
Welch ruled it out. It was an illegal transaction. I was cleared. 

The CuarrRMAN. That will conclude the examination of this witness. 
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Mr. O’Conor, from the Special Committee To Investigate Organized 
Crime in Interstate Commerce, submitted the following 


REPORT 
[To accompany 8. Res. 183] 


1e Special Committee To Investigate Organized Crime in Inter- 
staty mmerce, as created and authorized by the United States 
ZSemate hy Senate Resolution 202, Eighty-first Congress, second ses- 
sion, and as extended by Senate Resolution 129, Eighty-second 
Congress, first session, caused to be issued a subpena to Isadore 
Minker, of Reading, Pa. The said subpena directed Isadore Minker 
to be and appear before the said committee on June 18, 1951, at 10 


HH 1 1951 


1m 
2 
= 
tx 
© 
> 
— 
Zz. 


- 
t 


8 


t 


a.m., at room 900, HOLC Building, First Street and Indiana Avenue 
NW., Washington, D. C., then and there to testify touching matters 
of inquiry committed to said committee, to produce certain records 
and documents, and not to depart without leave of said committee 
The date of issuance of the subpena was the lith day of June 1951 
Attendance pursuant to said subpena was duly postponed to June 
28, 1951, at 10 a. m., at which time the witness appeared. The 
subpena served upon said Isadore Minker is set forth as follows: 


UNITED STATES OF AMERICA 
CONGRESS OF THE UNITED STATES 


To IsaporRE MINKER, 335 North Eighth Street or 1800 Olive Street, Reading, Pa., 
Greeting: 

Pursuant to lawful authority, vou are hereby commanded to appear before the 
Committee on Senate Committee To Investigate Organized Crime in Interstate 
Commerce of the Senate of the United States, on June 18, 1951, at 10 a. m., at 
their committee room, 900 HOLC Building, Washington, D. C., then and there to 
testify what vou may know relative to the subject matters under consideration 
by said committee, and bring with you: 

1. All led@gers, vouchers, canceled checks, check stubs, bank-deposit slips 
bank statements, financial statements, notes, copies of tax returns, records 
of accounts receivable and payable, and records of cash receipts and dis- 
bursements, for the period from January 1, 1940, to date 
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2. All books, records or other documents showing ownership of, or other 
holding or interest in any business, company, or enterprise, or in any property, 
real, personal or intangible, for the period from January 1, 1940, to date; 

3. All correspondence relating to the subject matter referred to in para- 
graph 2 hereof, for the period from January 1, 1940, to date. 

Hereof fail not, as you will answer your default under the pains and penalties 
in such cases made and provided. 

To Pennsylvania State police to serve and return. 

Given under my hand, by order of the committee, this 11th day of June, in 
the year of our Lord one thousand nine hundred and fifty-one. 


Herpert R. O’Conor, 
Chairman, Committee on Senate Committee To Iwestigate 
Organized Crime in Interstate Commerce. 

The said subpena was duly served by Michael J. Reilly, sergeant, 
troop C, State Police of Pennsylvania, who was duly authorized to 
serve the said ssa 8 

ae ; : , 

lhe said Isadore Minker, pursuant to said subpena and in compli- 
ance therewith, appeared before the said committee to give such testi- 
mony as required by virtue of Senate Resolution ‘ 202, Eighty-first 
Congress, second session, and Senate Resolution 129, Kighty -second 
Congress, first session. Isadore Minker having appeared as a witness 
and having been asked questions, which questions were pertinent to 
the subject matter under inquiry, made answers as appeared in the 
records of the hearing held on June 28, 1951, at room 318, United 
States Senate Office Building, Washington, D. C., which record is 
annexed hereto and made a part hereof ‘and designatec 1 ‘Annex I.” 

As a result of said Isadore Minker’s refusal to answer the questions 
pursuant to the said inquiry, as appears in the record, consisting of the 
testimony of that day, the committee was prevented from receiving 
testimony and evidence concerning the matter committed to said 
committee in accordance with the terms of said subpena served upon 
this witness. 

The committee was therefore deprived of answers to questions 
pursuant to the committee’s inquiry propounded to Isadore Minker 
pertinent to the subject matter whjch under Senate Resolution 202 
Eighty-first Congress, second session, and Senate Resolution 129, 
Eighty-second Congress, first session, the said committee was in- 
structed to investigate, and the refusal of the witness to answer said 
questions is a violation of the subpena under which the witness was 
directed to appear and answer pertinent questions to the subject 
under inquiry, and his persistent and illegal refusal to answer the 
aforesaid questions deprived the committee of necessary and per- 
tinent testimony and places this witness in contempt of the United 
States Senate. 

The subcommittee hearing at which said witness refused to answer 
said questions was duly authorized by the following resolution of 
the said committee, which was unanimously adopted by said com- 
mittee on May 23, 1951: 

Resolved, That the! chairman of this committee be, and he hereby is, authorized 
to appoint, at his discretion, one or more subcommittees, consisting of one or 
more members of this committee, of whom one member shall constitute a quorum 
for the purpose of taking sworn testimony, to hold hearings in furtherance of the 
committee's investigations of organized crime, at such times and at such places 
as the chairman shall designate in the vicinities of the cities of Lexington, Ky., 
Baltimore, Md., and Washington, D. C. 

Herpert R. O’Conor, Chairman. 
CHARLES W. Torey. 

Lester C. Hunt. 

Estes KEFrAvUveERr. 

ALEXANDER WILEY. 
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In accordance with the resolution of May 23, 1951, the chairman 
designated himself as a subcommittee of one to swear witnesses and to 
hear testimony at Washington, D. C., on June 28, 1951. The said 
Isadore Minker appeared and testified before the said subcommittee 
at a public hearing which was held on June 28, 1951, in room 318 
United States Senate Office Building, Washington, D. C. 

After reviewing the testimony and other facts as set forth herein, 
the committee at an executive session held on July 18, 1951, adopted a 
resolution authorizing presentation to the Senate of a Senate resolu- 
tion requiring that proceedings for contempt be brought against the 
said Isadore Minker, as appears from the following excerpt from the 
minutes of the said meeting of July 18, 1951: 


? 


A meeting of the committee was held in the Senate District of Columbia Room, 
room P-—36 of the United States Capitol Building, on July 18, 1951, at 12:30 p. m. 


* 


Present were Senators O’Conor (chairman), Hunt, and Kefauver. Also present 
were Richard G. Moser, chief counsel, and Downey Rice, associate counsel. 
The chairman presented to the committee the resolution which was unani- 


mously adopted by the committee on May 23, 1951, authorizing the chairman of 
the committee to appoint one or more subcommittees to hold hearings in tl 
vicinities of the cities of Lexington, Ky., Baltimore, Md., and Washington, D. C. 

The chairman stated to the committee that, pursuant to the said resolution of 
May 23, 1951, he had designated himself as a Subcommittee of One to swear 
witnesses and to hear testimony in connection with organized crime at Washing- 
ton, D.C., on June 28, 1951. The chairman then presented to the committee the 
report of the proceedings of the public hearing which was held by the subcom- 
mittee on June 28, 1951, in room 318, United States Senate Office Building, 
Washington, D.C. The chairman stated to the committee that the witnesses, Alex 
Fudeman, Abraham Minker, and Isadore Minker, repeatedly, consistently, and 
arbitrarily had refused to answer questions put to them throughout the com- 
mittee’s examination of these witnesses on June 28, 1951, and that their refusal 
therefore was improper and contemptuous. The chairman presented to the 
committee, for its consideration, draft reports on the entire matter, and the 
committee duly adopted the said reports and instructed the chairman to present 
them to the United States Senate. 

* * * * * 52 * 


After discussion, on motion duly made by Senator Kefauver and seconded 
by Senator Hunt, the following resolutions were unanimously adopted. 
* * * * * * * 
Resolved, That the committee present to the United States Senate, for its 
immediate action, a resolution requiring the United States attorney for the 
District of Columbia to proceed against the said Isadore Minker in the manner 
and form prescribed by law. 
* * * * * * - 


HERBERT R. O’Conor, Chairman. 
LesTER C. Hunt, 
Estes KEFAUVER. 
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ANNEX I 


INVESTIGATION OF ORGANIZED CRIME IN INTERSTATE 
COMMERCE 


UNITED STATES SENATE, 
SepeciaL ComMMITTEE To INVESTIGATE 
ORGANIZED CRIME IN INTERSTATE COMMERCE, 
Washington, a Thursday, June 28, 1951. 


The special committee met, pursuant to adjournment, at 10 a. m., in Room 318, 
Senate Office Building, Senator Herbert R. O’Conor (chairman) presiding. 

Present: Senators O’Conor, Kefauver, and Wiley. 

Also present: Richard G. Moser, chief counsel; Downey Rice, associate counsel; 
John P. Campbell, Roswell P. Perkins, Wallace Reidt, Ralph P. 8. McDonnell, 
assistant counsel; George Martin, director of public information; and James M. 
Hepbron, administrative assistant. 

* * * * * * * 

The Cuarrman. Mr. Rice, call the next witness, please 

Mr. Rice. Isadore Minker 


TEsTIMONY OF ISADORE MINKER, READING, Pa. 


The CHAIRMAN. Will you raise your right hand, please? 

In the presence of Almighty God, do you swear that the testimony you give will 
be the truth, the whole truth, and nothing but the truth? 

Mr. MinkeEr. I do. 

Mr. Kossman. Just for the record, without repeating what I said on behalf of 
the first Minker, practically everything applies to him—the papers, the investiga- 
tion of the Internal Revenue 

The CHarrMan. Counsel, are we to understand that the witness intends to 
refuse to answer any questions? 

Mr. Kossman. I wouldn’t say that. I wanted to give the court the setting in 
which he sits down, because there is a certain amount of respect and courtesy due 
to the committee. 

The CHatRMAN. I just wanted to expedite matters. 

Counsel, will you proceed. 

Mr. Rice. Where do you live, Mr. Minker? 

The CHarrRMAN. Have you given your full name? 

Mr. Minker. Isadore Minker. 

The CuarrMAN. And your residence? 

Mr. Minker. 1800 Oliver Street, Reading, Pa. 

The CHarrMan. Mr. Rice, will you proceed. 

Mr. Rice. How long have you been living there, Mr. Minker? 

Mr. Minxer. I imagine about 10 vears. 

Mr. Rice. You are a married man? 

Mr. Minxer. Yes, sir. 

Mr. Rice. And where were you born? 

Mr. Minker. Reading, Pa. 

Mr. Rice. You were born in Reading? 

Mr. Minxer. Yes, sir. 

Mr. Rice. Your brother said he was born in Russia, but vou were born in 
Reading? 

Mr. MInkeErR. Yes, sir. 

Mr. Rice. Have you ever used any names other than Minker? 

Mr. Minxer. With all due respect for the committee, I stand upon my con- 
stitutional rights. I am being examined by the Internal Revenue and I refuse to 
answer any questions that may incriminate me—this question or any question 
vou are going to ask me. I do not mean to be fresh. 

' Mr. Kossman. Maybe you can answer some questions. 

Mr. Rice. Are vou under indictment? 

Mr. Minxer. That I cannot answer, sir. 

Mr. Rice. To vour knowledge, are you under indictment? 

Mr. Miner. I| refuse to answer any questions you are going to ask me. 

The CuarrMan. Are we to understand, regardless of the nature of the question? 

Mr. Minxer. Any question vou ask me, 

The CHarRMAN. You are going to refuse to answer? 

Mr. Minker. Yes. 
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The CHAIRMAN. We want to get your position clear 

Mr. Minker. Different things involve my brothers I have brothers that have 
families being examined by Internal Revenue, and all. I just feel that way, that 
you are going to ask one question to another question 

Mr. KossmMan. Wait until they ask you questions. 

The CHarrRMAN. It is our purpose to ask you certain questions regarding other 
people than yourself, regarding activities other than those in which you have 
participated yourself. 

Mr. Minker. I am going to refuse to answer any questions you ask me. 

Mr. Rice. Have you ever been known by the name of Davis, D-a-v-i-s? 

Mr. Minker. I refuse to answer. I do not want to be incriminated. 

The CHAIRMAN. So we can have a clear understanding, the Chair directs that 
you answer each of these questions and it is understood, if agreeable to vou and 
your counsel, that your answer, which is based on your contention that they 
might tend to incriminate you, will be considered, Counsel, as applicable to each 
question without the necessity of repeating it. 

Mr. KossMan. Yes. 

Mr. Rice. Have you ever used the name of Levine? 

Mr. Mrinker. I refuse to answer. It may incriminate me. 

Mr. Rice. Are you in any legitimate business? 

Mr. MinkeEr. I refuse to answer 

Mr. Rice. Did you understand the question? 


Mr. Minker. I refuse to answer. It may incriminate me 

Mr. Rice. I asked you if you were in any legitimate business 

Mr. MiInkeEnr. I refuse to answer. It may incriminate me. Iam not going to 
answer any questions. Iam talking English. 

Mr. Rice. I understand that. I asked you whether there was any legitimate 


business 

Mr. Minker. Because you are going to ask me about my brothers and my 
family and all. 

Mr. Kossman. I would answer a question like that. 

Mr. Min«ker. I refuse to answer. 

Mr. Rice. Do vou know Alex Fudeman? 

Mr. MinxeEr. I refuse to answer because it may incriminate me 

Mr. Ricr. Have vou had any financial transactions with Alex Fudeman? 


Mr. Minxker. I refuse to answer. It may incriminate me. 

Mr. Rice. How old are you? 

Mr. Minker. I refuse to answer. It may incriminate me. I do not want to 
lead on to another answer. Everybody is back there laughing 

The CuarrMan. The hearing will please be in order and everything will be con- 


ducted in a dignified manner. 

Mr. Rice. How much education do you have, Mr. Minker? 

Mr. MinkeEr. Not much. 

Mr. Rice. How much? 

Mr. Minker. I refuse to answer that question. 

Mr. Rice. On the same ground? 

Mr. Kossman. If the court please, I hope some day it may be the court. Ido 
not think it is pertinent. 

Mr. Rice. It may be in connection with possible contempt 

Mr. MinkeErR. Just entered seventh grade. 

Mr. Rice. You read and write? 

Mr. Minxker. I do not know how good. 

Mr. Rice. You finished seventh grade? 

Mr. Minker. I entered seventh grade. 

Mr. Rice. You entered the seventh grade? 

Mr. MinKer. Yes. 

Mr. Rice. Do you own any stock in Western Union? 

Mr. Min«ker. I refuse to answer. It may incriminate me, 

Mr. Rice. Do you know Frank Costello? 

Mr. Minxker. I refuse to answer. It may incriminate me 

Mr. Rice. Do you know John Matts? 

Mr. Minxker. I refuse to answer. It may incriminate me 

Mr. Rice. Have you ever been arrested? 

Mr. Minker. Yes, sir. 

Mr. Rice. What was that for? 

Mr. Minxer. I refuse to answer. It may incriminate m¢ 

Mr. Rice. Have vou ever been arrested and served time? 
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MINKER. Yes, sir. 

Rick. What was that for? 

MinkeEr. I refuse to answer. It may incriminate me. 

Rice. Have you been arrested and have you served time for an offense 


which occurred more than 10 years ago? 
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Minker. I refuse to answer. It may incriminate me. 

KossMAN. I object to this series of questions on the ground it is not perti- 
the inquiry and the information is in the possession of the committee’s file. 
Rick. Do you have information about what is in the committee’s file, sir? 
KossMAN. I would assume that the matter of arrests - 

tice. Let’s not assume. 

CHAIRMAN. Next question. 

Rice. Are you connected with I. M. Enterprises? 

MINKER. I refuse to answer. It may incriminate me. 

Rice. Do you know John E. Holliday? 

MinkKEr. I refuse to answer. It may incriminate me. 

Ricr. I am referring to the city controller in Reading. 

MiInKER. I refuse to answer. It may incriminate me. 

Rice. Do you know John Holliday? 

MrinkKeER. I refuse to answer. It may incriminate me. 

tice. Have you lent any money to John E. Holliday? 

Minker. I refuse to answer that. It may incriminate me. 

Rice. Have you lent any money to any city officials? 

Minker. I refuse to answer that. It may incriminate me. 

tice. Do you know Lieutenant Hoffman? 

Minker. I refuse to answer that. It may incriminate me. 

Rice. Have you lent any money to Lieutenant Hoffman? 

MrnkKeEr. I refuse to answer that. It may incriminate me. 

Rice. Do you know Chief Birney? 

Minker. I refuse to answer. It may incriminate me. 

Rice. Have you lent money to Chief Birney? 

Minker. I refuse to answer. It may incriminate me. 

tice. I have a record in which you indicate that you devote your entire 
» the business of Minker Bros. Wholesale Fruit & Produce Co., produce 


business; is that right? 


Mr. 


Minker. I refuse to answer that. It may incriminate me. 


Mr. Rice. That for the year 1946 you received as compensation from that 
company $3,975; is that right? 


Mr. 


MinkeEr. I refuse to answer that. It may incriminate me. 


Mr. Rice. That in the same year you had miscellaneous income in the amount 
of $55,000. 
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MinkEr. I refuse to answer. It may incriminate me. 
Rice. What is the nature of that miscellaneous income? 
Minker. I refuse to answer. It may incriminate me. 
tice. In another year you indicate you had $71,000 in miscellaneous 


Minker. I refuse to answer. It may incriminate me, 

Rice. What is the source of your income? 

Minker. I refuse to answer. It may incriminate me. 

Rice. Do you know Owney Madden? 

MinkeEr, I refuse to answer. It may incriminate me. 

Rice. Have you ever been to Hot Springs, Ark.? 

Minker. I refuse to answer. It may incriminate me. 

t{1ce. Do you know Nig Rosen? 

Minker. I refuse to answer. It may incriminate me. 

Rice. Have you ever received a telephone call from a Willie Weisberg? 
MinkeER. I refuse to answer. It may incriminate me. 

Rick. Do you know Willie Weisberg? 

MiInkKER. | refuse to answer. It may incriminate me. 

tice. Do you know Cappy Hoffman? 

Minker. I refuse to answer. It may incriminate me. 

Ricr. Do you know Greenberg? 

Minker. I refuse to answer. It may incriminate me. 

have to repeat that each time? 

CHAIRMAN. It is understood in connection with each of your refusals that 
on the contention that your answer may incriminate you. You may 


PROCEEDINGS AGAINST ISADORE MINKER FOR CONTEMPT 7 


not repeat it each time. You do understand that you are directed to answer 
each of these questions? 

I would like to ask you one question in regard to Frank Costello. Apart from 
any connection that you may have had with the matter, do you know of any tele- 
phone communications between Frank Cosiello and a party or parties in Reading 
about slots, about Costello having an interest or prospective interest in certain 
operations in Reading? 

Mr. Minker. [ could honestly answer it, but I am going to stick to my same 
answer. I refuse to answer that question. 

Mr. Rice. Do you have an interest in a slot machine business in Reading? 

Mr. MinKer. I| refuse to answer. It may incriminate me. 

Mr. Rice. Do you have an interest in a punchboard business in Reading? 

Mr. MinkeEr. I refuse to answer. It may incriminate me. 

Mr. Rice. In refusing to answer about the punchboards, are you in fear of 
prosecution of a Federal or a State offense? 

Mr. MinkeEr. I refuse to answer. It may incriminate me. 

Mr. Rice. Do you have any interest in the Reading Clothing Corp.? 

Mr. Minker. I refuse to answer. It may incriminate me. 

Mr. Rice. Do you own any stock in the Brunswick-Balke Co.? 

Mr. MinkKeEr. I refuse to answer. 

Mr. Rice. Have you transacted any business with the Metro-Wire Service 
Distributors in Hoboken? 

Mr. Minke_Enr. I refuse to answer. 

Mr. Rice. Do you have any interest in the operations at 601 Franklin Street? 

Mr. MrinxkeEnr. I refuse to answer. 

Mr. Rice. Do you have an interest in the operations at 31 Poplar Street? 

Mr. Minxenr. I refuse to answer. 

Mr. Rice. Do you know what operation I am talking about? Do you know 
what I am talking about? 

Mr. Minxer. I refuse to answer. 

Mr. Rice. You refuse to answer whether you know what I am talking about; 
is that it? 

(No response.) 

Mr. Rice. Do you have an interest in the Brighton Realty Co.? 

Mr. Mrinxer. I refuse to answer. 

Mr. Rice. Are you an officer of the Brighton Realty Co.? 

Mr. Minxer. I refuse to answer. 

Mr. Rice. Do you have any stock in Jones & Laughlin Steel Co.? 

Mr. Minxer. I refuse to answer. 

Mr. Ricre. Do you have an interest in Thrifty Drug Store? 

Mr. MinKker. I refuse to answer. 

Mr. Rice. Do you have any interest in Crane Co? 

Mr. Minxenr. I refuse to answer. 

Mr. Rice. Do you have any interest in the Illinois Central Railroad? 

Mr. Minxer. I refuse to answer. 

Mr. Rice. Do you have any interest in the Chicago, Milwaukee & St. Paul? 

Mr. MinKer. I refuse to answer. 

Mr. Rice. Do you have any stock in Kaiser-Frazer? 

Mr. Mrinxker. I refuse to answer. 

Mr. Rice. Do you have any stock in Bell Aircraft? 

Mr. Minxer. I refuse to answer. 

Mr. Rice. Have you ever made a trip to Europe? 

Mr. Minkenr. I refuse to answer. 

Mr. Rice. Do you know Ann Brenner? 

Mr. Minxer. | refuse to answer. 

The CuatrRMAN. That will conclude the examination, 


“~ 
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PROCEEDINGS AGAINST ALEX FUDEMAN FOR CONTEMPT 
OF SENATE 


Juty 24, 1951.—Ordered to be printed 


{r. O’Conor, from the Special Committee To Investigate Organized 
Cxfme in Interstate Commerce, submitted the following 


REPORT 
[To accompany S. Res. 184] 


» Sffecial Committee To Investigate Organized Crime in Inter- 
2B Cothmerce, as created and authorized by the United States 
‘Senate by Senate Resolution 202, Eighty-first Congress, second 
session, and as extended by Senate Resolution 129, Eighty-second 
Congress, first session, caused to be issued a subpena to Alex Fude- 
man, of Reading, Pa. The said subpena directed Alex Fudeman to be 
and appear before the said committee on June 15, 1951, at 10 a. m., 
at room 900, HOLC Building, First Street and Indiana Avenue NW., 
Washington, D. C., then and there to testify touching matters of 
inquiry committed to said committee, to produce certain records and 
documents, and not to depart without leave of said committee. The 
date of issuance of the subpena was the 8th day of June 1951, Attend- 
ance pursuant to said subpena was duly postponed to June 28, 1951, 
at 10 a. m., at which time the witness appeared. The subpena served 
upon said Alex Fudeman is set forth as follows: 
Unitrep STaTes OF AMERICA 
CONGRESS OF THE UNITED STATES 
To ALec FupEeMAN, 530 Franklin Street, Reading, Pa., Greeting 
Pursuant to lawful authority, you are hereby commanded to appear before the 
Committee on Senate Committee To Investigate Organized Crime in Interstate 
Commerce of the Senate of the United States, on June 15, 1951, at 10 a. m., at 
their committee room, 900 HOLC Building, Washington, D. C., then and there 
to testify what you may know relative to the subject matters under consideration 
by said committee, and bring with you 
1. Ali ledgers, vouchers, canceled checks, check stubs, bank-deposit slij 


Lips, 


bank statements, financial statements, notes, copies of tax returns, records 
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of accounts receivable and payable, and records of cash receipts and dis- 
bursements, for the period from January 1, 1940, to date; 

2. All books, records, or other documents showing ownership of, or other 
holding or interest in any business, company, or enterprise, or in any prop- 
erty, real, personal or intangible, for the period from January 1, 1940, to date; 

3. All correspondence relating to the subject matter referred to in para- 
graph 2 hereof, for the period from January 1, 1940, to date. 

Hereof fail not, as you will answer your default under the pains and penalties 
in such cases made and provided. 


To R. P. 8. McDonnell to serve and return. 

Given under my hand, by order of the committee, this 8th day of June, in the 
year of our Lord one thousand nine hundred and fifty-one. 

Hereert R. O’Conor, 
Chairman, Committee on Senate Committee to Investigate Organized Crime 
in Interstate Commerce. 

The said sabpena was duly served as appears by the return made 
thereon by Michael J. Reilly, who was duly authorized to serve the 
said subpena. The return of the service by the said Michael J. Reilly, 
being endorsed thereon, is set forth as follows: 

JUNE 8, 1951. 

I made service of the within subpena by personal contact the within-named 
Alex Fudeman at Sixth and Cherry Streets, Reading, Pa., at 11:30 p. m., on the 
8th day of June 1951. 

Micuwaku J. REILLY, 
Sergeant, Troop C, State Police of Pennsylvania. 

The said Alex Fudeman, pursuant to said subpena and in compliance 
therewith, appeared before the said committee to give such testimony 
as required by virtue of Senate Resolution 202, EKighty-first Congress, 
second session, and Senate Resolution 129, Eighty-second Congress, 
first session. Alex Fudeman, having appeared as a witness and having 
been asked questions, which questions were pertinent to the subject 
matter under inquiry, made answers as appeared in the record of the 
hearing held on June 28, 1951, in room 318, United States Senate Office 
Building, Washington, D. C., which record is annexed hereto and made 
a part hereof and designated ‘Annex I.”’ 

As a result of said Alex Fudeman’s refusal to answer the questions 
pursuant to the said inquiry, as appears in the record, consisting of the 
testimony of that day, the committee was prevented from receiving 
testimony and evidence concerning the matter committed to said com- 
mittee in accordance with the terms of said subpena served upon this 
witness. 

The committee was there fore deprived of answers to questions pur- 
suant to the committee’s inquiry propounded to Alex Fudeman 
pertinent to the subject matter which under Senate Resolution 202, 
Kighty-first Congress, second session, and Senate Resolution 129, 
Eighty-second Congress, first session, the said committee was in- 
structed to investigate, and the refusal of the witness to answer said 
questions Is a violation of the subpena under which the witness was 
directed to appear and answer questions pertinent to the subject 
under inquiry, and his persistent and illegal refusal to answer the 
aforesaid questions deprived the committee of necessary and_per- 
tinent testimony and places this witness in contempt of the United 
States Senate. 

The subcommittee hearing at which said witness refused to answer 
said questions was duly authorized by the following resolution of the 


PROCEEDINGS AGAINST ALEX FUDEMAN FOR CONTEMPT 3 


said committee, which was unanimously adopted by said committee 
on May 23, 1951: 


Resolved, That the chairman of this committee be, and he hereby is, authorized 
to appoint, at his discretion, one or more subcommittees, consisting of one o1 
more members of this committee, of whom one member shall constitute a quorun 
for the purpose of taking sworn testimony, to hold hearings in furtherance of th 
committee’s investigations of organized crime, at such times and at such places 
as the chairman shall designate in the vicinities of the cities of Lexington, Ky 
Baltimore, Md., and Washington, D. C 

Herrpert R. O'' yR, Cl 
CuHaRLes W. To! 
Lester C. Hun 
Estes KEFAUVER 
ALEXANDER WIL 


In accordance with the resolution of May 23, 1951, the chairman 
designated himself as a subcommittee of one to swear witnesses and 
to hear testimony at Washington, D. C., on June 28, 1951. The said 
Alex Fudeman appeared and testified before the said subcommitt: 
at a public hearing which was held on June 28, 1951, in room 318 
United States Senate Office Building, Washington, D. C. 

After reviewing the testimony and other facts as set forth herein, 
the committee, at an executive session held on July 18, 1951, adopted 
a resolution authorizing presentation to the Senate of a Senate 
resolution requiring that proceedings for contempt be brought against 
the said Alex Fudeman, as appears from the following excerpt from 
the minutes of the said meeting of July 18, 1951: 


A meeting of the committee was held in the Senate District of Columbia Roon 
room P-36 of the United States Capitol Building, on July 18, 1951, at 12:30 p 

Present were Senators O’Conor (chairman), Hunt and Kefauver Also present 
were Richard G. Moser, chief counsel, and Downey Rice, associate counse! 

The chairman presented to the committee the resolution which was unanimous 
adopted by the committee on May 23, 1951, authorizing the chairman of the 
committee to appoint one or more subcommittees to hold hearings in the vicinities 
of the cities of Lexington, Ky., Baltimore, Md., and Washington, D. C 

The chairman stated to the committee that, pursuant to the said resolution of 
May 23, 1951, he had designated himself as a subcommittee of one to swear 
Witnesses and to hear testimony in connection with organized crime at Washing- 
ton, D. C., on June 28, 1951. The chairman then presented to the committee the 
report of the proceedings of the public hearing which was held by the subcommittee 
on June 28, 1951, in room 318, United States Senate Office Building, Washington, 
D.C. The chairman stated to the committee that the witnesses, Alex Fudeman, 
Abraham Minker, and Isadore Minker, repeatedly, consistently, and arbitrarily 
had refused to answer questions put to them throughout the committee’s examina 
tion of these witnesses on Jun 28, 1951, and that their refusal therefore was 
improper and contemptuous. The chairman presented to the committee, for 
its consideration, draft reports on the entire matter, and the committee du 


adopted the said reports and instructed the chairman to present them to the 
United States Senate. 
K * * * * 
After discussion, on motjon duly made by Senator Kefauver and seconded by 


Senator Hunt, the following resolutions were unanimously adopted: 
Resolved, That the committee present to the United States Senate, for 
immediate action, a resolution requiring the United States attorney for 
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District of Columbia to proceed against the said Alex Fudeman in the manner 
and form prescribed by law. 


+ * ~ * o* ” o 
HERBERT R. O’Conor, Chairman. 
Lester C. Hunt. 
Estes KEFAUVER. 





ANNEX I 


INVESTIGATION OF ORGANIZED CRIME IN INTERSTATE 
COMMERCE 


UNITED States SENATE, 
SpPeciAL CoMMITTEE To INVESTIGATE 
ORGANIZED CRIME IN INTERSTATE COMMERCE, 
Washington, D. C., Thursday, June 28, 1951. 

The special committee met, pursuant to adjournment, at 10 a. m., in room 318, 
Senate Office Building, Senator Herbert R. O’Conor (chairman) presiding. 

Present: Senators O’Conor, Kefauver, and Wiley 

Also present: Richard G. Moser, chief counsel; Downey Rice, associate counsel; 
John P. Campbell, Roswell P. Perkins, Wallace Reidt, Ralph P. 8. MeDonnell, 
assistant counsel; George Martin, director of public information; and James M. 
Hepbron, administrative assistant. 

” * * * *x * * 
Mr. Rice. Alex Fudeman. 


TESTIMONY OF ALEX FUDEMAN, READING, Pa. 


The CuHarrMAN. Will you raise your right hand? In the presence of Almighty 
God, do you solemnly swear to tell the truth, the whole truth, and nothing 
but the truth? 

Mr. Fupreman. I do. 

The CuHarrMaNn. What is your name? 


Mr. FupemMan. My name is Alex Fudeman. 

The CHarrMan. Mr. Fudeman, what is your address? 

Mr. FupemMan. 530 Franklin Street. 

The CHarRMAN. Reading, Pa.? 

Mr. FupemMan. That is right. 

The CHarRMAN. How long have you lived in Reading? 

Mr. Fupreman. I refuse to answer that question. 

The CHAIRMAN. What business are you engaged in? 

Mr. FupeMan. I refuse to answer that question because it might incriminate 
me. 

The CHarRMAN. Might incriminate you of what? 


( 
FupEeMAN. I refuse to answer that question. 
The CHAIRMAN. You are represented here by counsel, are you? 
Mr. Fupeman. I am. 

The CHarRMAN. Who is your counsel? 

Mr. Fupeman. Mr. Kossman. 

The CuarrMan. You have been identified previously as the counsel serving as 
the legal representative of the preceding witness. 

Mr. Rice. Let me ask you this, Mr. Fudeman: Are you under indictment at 
the present time? 

Mr. Fupeman. Under indictment? 

Mr. Rice. Yes. 

Mr. Fupeman. No; I am not, not to my knowledge. 

Mr. Rick. You do not know that you are under indictment? 

Mr. Fupeman. I do not know that I am under indictment. 

Mr. Rice. You refuse to answer the question about how long you lived in 


Reading? 
Mr. FupEMAN. Yes, sir 


Mr. Rice. I think I would like to suggest that the Chair direct that the witness 
answer. 


The CuarrMan. Yes; the Chair will direct that you answer that question. 
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Mr. FupreMman. I refuse to answer that question on the ground that it may 
incriminate me. 

The CHarRMAN. Counsel indicates that you may answer it. 

Mr. KossmMan. I see no reason for refusing to answer that question. 

Mr. FupEMAN. Would you mind repeating the question? 

Mr. Rice. How long have you lived in Reading? 

Mr. FupEeMAN. I refuse to answer that question. 

The CHAIRMAN. Next question, please. 

Mr. Rice. With respect to the question: How long have you lived in Reading, 
vou have indicated that you feel that you are not under indictment at the present 
time; is that correct? 

Mr. Fupeman. That is correct. 

Mr. Rice. Now, then, do you feel that answering that question would incrim- 
inate you of a Federal or a State offense? I think we are entitled to know, Coun- 
sel, whether he feels the question would incriminate him of a Federal or a State 
offense, rather than have a hypothetical set-up in his mind. He must have a very 
real, apparent fear of prosecution of a particular offense in order to assert the 
privilege which he is endeavoring to do. 

Mr. Kossman. I don’t want to be placed in a position 

The CuarRMAN. Counsel, we do not care to engage in colloquy with you. If 
you desire to advise your client, that is his right, and you may do so 

Mr. FupEMAN. You asked me how long I have lived in Reading? 

The CHAIRMAN. Yes. 

Mr. FupeMan. I would say roughly around 17 years. 

Mr. Rice. You have lived in Reading 17 years? 

Mr. FupEMAN. Approximately. 

Mr. Rice. Approximately 17 years. All right, sir. How long have you lived 
at the address where you live now? 

Mr. FupEemMan. I refuse to answer that question. 

Mr. Rice. On what grounds do you refuse to answer the question? 

Mr. FupEeMAN. I refuse to answer that question. 

Mr. Rice. You refuse to answer the question; on what grounds do you refuse 

Mr. FupemMan. Because it might incriminate me. 

Mr. Kossman. I think when the witness says he refuses to answer on the ground 
that it might incriminate him, rather than repeat it over again, it should be assumed 
in each instance. 

The CHarrmMan. Yes. Counsel, would it be understood, then, that without 
repeating each time, the Chair would like to have it understood that he is directed 
to answer the questions, and it is also understood that he declines to answer on 
the ground that the answer might tend to incriminate him? 

Mr. Kossman. Yes. 

The CHarrMaAn. He would not have to repeat that each time. 

Mr. Rice. Going back to the question about how long you lived at the address 
where you live now, you are refusing to answer on the ground that it will incrimi- 
nate you, I take it? Is that your answer? 

Mr. FupEMAN. Yes. 

Mr. Rice. Do you fear prosecution in connection with that question of a 
Federal violation or a State violation? 

Mr. Fupreman. Did you ask me if I fear prosecution? 

Mr. Rice. I take it you fear prosecution, That is why you are refusing to 
answer. 

Mr. Fupeman. I do not understand what you mean. 

Mr. Rice. You are afraid you will incriminate yourself by answering the ques- 
tion, aren’t you? 

Mr. FupemMan. That is correct. 

Mr. Rice, Are you afraid you will incriminate yourself of a Federal or a State 
violation? Or both? 

Mr. Fupeman. I would say both. 

Mr. Rice. You have a real violation fixed in your mind, don’t you? Something 
that you are doing or have done? Or are you just thinking of something? 

Mr. FupemMan. Was that a question that I should answer? 

Mr. Rice. Yes. Do you have something definite in mind? 

Mr. Fupeman. I refuse to answer that question. 

Mr. Rice. All right. This thing that you fear prosecution about, did that 
occur in the last 10 years or more than 10 vears ago? 

Mr. FupEeMAN. I refuse to answer that question. 

Mr. Rice. Did it involve yourself and others, or just yourself? 
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Mr. Fupeman. I refuse to answer that question. 
Mr. Rice. Do you have any 
state commerce? 
Mr. Fupeman. I did not hear the first part of it. 
Mr. Rice. Do you have any 
commerce? 


information leading to organized crime in inter- 


information about organized crime in interstate 


Mr. Fupeman. Do I have any information? 

Mr. Rice. Do you know anything about criminality operating in interstate 
commerce? 

Mr. Fupeman. I do not understand that. 

The CHAIRMAN. Without reference to anything that you may have been 
engaged in or that you may have done, have you any knowledge of the activities 
of other people who have been using fac ilities of interstate commerce in furtherance 
of gambling activities? 

Mr. FupeMaN. I refuse to answer that question. 

The CHAIRMAN. And he is directed to answer that, counsel, and it is understood 
that he refuses to answer still. 

Mr. Kossman. Yes. 

Mr. Ricker. Have you ever been arrested? 

Mr. Fupeman. | refuse to answer that question 

Mr. Rice. Have you ever been arrested and convicted? 

Mr. FupemMaAN. I refuse to answer that question. 

Mr. Rice. Now, sir, you have been asked a question about whether you have 
ever been arrested and convicted. It is very difficult to understand how a con- 
viction would incriminate you of another offense. Would you like to indicate any 
special circumstances which would give you the right to assert your privilege? 
In other words, if you had been convicted of a crime 

Mr. Kossman. I think the witness understands. 

Mr. FupemMaAN. Does it matter whether a crime constitutes a felony or a 
demeanor? It is still a crime. 

Mr. Rice. Yes. 

Mr. Fupeman. I was convicted. 

Mr. Rice. What was that? 

Mr. Fupeman. I forget the technical violation, something to do 
legging. 


mis- 


with boot- 


Mr. Rice. How long ago was that? 

Mr. FupeMaNn. I would say maybe 17 years ago 

Mr. Rice. And did you serve any time on that? 

Mr. Fupeman. I did. 

Mr. Rice. How much time did you serve? 

Mr. FupeEMAN. Well 

Mr. Rice. Don’t you remember how long you were in jail? 

Mr. FuprMan. I was in jail approximately 10 months 

Mr. Ri — right, sir; what business are you in now? 

Mr. Ft \N. L refuse to answer that question. 

Mr. Ri If " take it on the ground that it will incriminate you? Are you in the 
gambling heindna 


Mr I UDEMAN. I refuse to answer that question. 
Mr. Rice. There has been some testimony here today, Mr. Fudeman, that vou 


had some negotiations with a Mr. Williams. Were you here when that happened? 
Did vou hear the testimony? 


Mr. Fuprman. | heard part of it. IT could not make it all out 
Mr. Rice. We would like to have you tell us about your transactions with 
Mr. Williams in connection with the paying of a rent at his building there on 


Franklin 
Mr. Fupeman. I refuse to answer that 
Mr. Rice. Did you ever pay Mr. Williams anv rent for an address on | 


ranklin 
Street? 


Mr. Fupeman. I refuse to answer that question. 
Mr. Rice. Are you related to Abraham Minker? 
Mr. FupemMan. I refuse to answer that question. 
Mr. Rice. All right, sir Are vou related to Isadore Minker? 
Mr. FupemMan. I refuse to answer that question. 


Mr a &. I think I would ask the Chair to direct that the witness answer that 
question 


The CHAIRMAN. It is understood that vou are directed to respond to each of 
those questions Is it to be understood that vou decline to answer on the same 
») 


round 
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Vir. KossMaAn. I beg the client to answer. 

Mr. FupeMan. Will you repeat that question? 

Mr. Rice. Are you related to Abraham Minker and Isadore Minker? 

Mr. FupEeMAN. Yes, I am. 

Mr. Rice. What relationship is there between you and the Minkers? 

Mr. Fupeman. They are both my uncles. 

Mr. Rice. So that you are the nephew? 

Mr. FupEeEMAN. That is right. 

Mr. Ricg. Do you have a brother? 

Mr. FupEMAN. | have several brothers. 

Mr. Rice. Do you have one named Henry? 

Mr. Fupeman. I do. 

Mr. Rice. One named Louis? 

Mr. Fupeman. That is correct. 

The CuarkMan. Without reference to any activities of your own or any con- 
nection in gambling or other illegal activities, are either of the Minkers engaged 
in gambling operations? 

Mr. Fupeman. I refuse to answer that question. 

Mr. Rice. Do you know a Ben Moyer? 

Mr. FupEeMAN. I refuse to answer that question 

Mr. Rice. Have you heard of the Moyer A. C., the Moyer Athletie Club? 

Mr. FupEMAN. I refuse to answer that question. 

Mr. Rice. It would be a little difficult to understand how the Moyer Athletic 
Club or anything you would know about that would incriminate you. Would 
you like to explain any special circumstances about that? : 

Mr. FupeMan. I refuse to answer that question. 

Mr. Rice. Do you know:Joseph Liever? 

Mr. Fupeman. Yes; I do. 

Mr. Rice. And are you any relation to Joseph Liever? 

Mr. FupeMAN. I am not. 

Mr. Rice. Have you had any business transactions with Joseph Liever? 

Mr. FupEMAN. I refuse to answer that question. 


The CHarRMAN. Again, I would like to ask vou a similar questior Without 
reference to anything of your own or any activities on your own part, is he engaged 


in gambling or other illegal activities? 

Mr. FupeMaAn. I refuse to answer that question. 

Mr. Rice. Do you know Sam Liever? 

Mr. Fupeman. I do. 

Mr. Rice. Have you had any business transactions with Sam Liever? 

Mr. Fupreman. I refuse to answer that question. 

Mr. Rick. What business is Sam Liever in? 

Mr. FupeMAN. He is an attorney at law. 

Mr. Rick. Have you ever given him any money? 

Mr. FuprEMAN. I refuse to answer that question. 

Mr. Rice. Have you ever given either Abraham or Isador Minker any money? 

Mr. FupemMan. I[ refuse to answer that question. 

Mr. Ricr. Do you know Lieutenant Hoffman of the police department? 

Mr. Fupreman. I refuse to answer that question. 

Mr. Rice. Have you ever given Lieutenant Hoffman, of the police department, 
any money? 

Mr. FupeMAN. I refuse to answer that question. 

Mr. Rice. Do you know Chief Birney, of the police department? 

Mr. FupreMAN. I refuse to answer that question. 

Mr. Rice. Have you ever given Chief Birney any money? 

Mr. FupEMAN. I refuse to answer that question. 

The CHarrMan. Is the chief of police here today? 

Mr. Fupeman. I heard some talk about his being here 

The CuarrRMAn. Wouldn’t you recognize him? 

Mr. Fupeman. I did not look around. 

The CHarRMAN. You didn’t see him? 

Mr. Fupeman. I didn’t look around. 

The CHarrMan. I didn’t ask you that, I didn’t ask you whether you looked 
around. He may be right in front of you. 

Mr. Fupeman. I did not see him. 

Mr. Rice. Would you know him if you saw him? 

Mr. Fupreman. I may, or I may not. 

Mr. Rice. You refuse to answer? 
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Mr. Fupreman. I saw his pictures in the papers. 

Mr. Rice. You think you would recognize him if you saw him? 

Mr. FupeMman. I might. 

Mr. Rice. Have you ever talked with him? 

Mr. FupeMan. I refuse to answer that question. 

Mr. Rice. Have you had the telephones installed at 31 Poplar Street and 601 
Franklin Street? 

Mr. Fupeman. I refuse to answer that question. 

Mr. Rice. As a matter of fact, aren’t you the man who rented the wire service 
from the Metro Globe News in Hoboken for use at 601 Franklin and 31 Poplar 
Street? 

Mr. Fupeman. I refuse to answer that question. 

Mr. Rice. Have you ever transacted any business with Metro Globe News 
in Hoboken? 

Mr. FupeMan. I refuse to answer that question. 

Mr. Rics. Have you ever heard of Metro Globe News? 

Mr. Fupreman. I refuse to answer that question. 

The CuarkMaAn. That concludes the examination. 


oo 


WwW 
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AKIKO MITSUHATA 


JuLy 24, 1951 Ordered to be printe« 


Mr. McCarran, from the Committee on the Judiciary, subn 
the following 


REPORT 


wn {To accompany 8. 283 


983) Tor the relief of Akiko Mitsuhata, having considered the sam 
‘po ts ie ‘orably thereon without amendment and recommends 
e & pees. 

=— =» PURPOSE OF THE BILL 


Cre purpose of the bill is to waive the racial barrier to admis 
into the United States in behalf of the Japanese fiancée of 1 
States citizen and honorably discharged veteran of World War 
that she may enter the United States to marry her citizen fian: 
thereafter reside in the United States 


2 8 
= oe ee on the Judiciary, to which was referred th 


STATEMENT OF FACTS 


The beneficiary of the bill is a native and citizen of Japan present 
employed as an interpreter with the Eighth Army He adquarte rs 
Yokohama, Japan. Her fiancé, Douglas Dean Whitney, is a native- 
born citizen of the United States who served in the Army from 1944 to 


1948. He is engaged to the beneficiary of the bill and is presently 


employed in Kearney, Nebr. 


A letter dated June 26, 1951, to the chairman of the Senate Com- 
mittee on the Judiciary from the Deputy Attorney General with 
erence to the tase reads as follows 

JUNE 26 
Hon. Par McCarran, 
Chairman, Committee on the Judiciary 
United States Nenate. Washington, D. ¢ 

My Dear Senator: This is in response to your request 
Department of Justice relative to the bill (S. 283) for the relief of 
an alien. 

The bill would render the provisions of the immigratio 
exclusion of aliens inadmissible because of race inapplicabl 
the Japanese fiancée of Douglas Dean Whitney, a citizen of 
and an honorably discharged veteran of World War II, a: 
she shall be eligible for a visa as a nonimmigrant temporary 
3 months, if the administrative authorities find that she is ¢« 
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with the intention of marrying Mr. Whitney and that she is otherwise admissible 
under the immigration laws. Further, the bill would direct the Attorney General 
to record the lawful admission for permanent residence of Miss Mitsuhata as of 
the date of the payment by her of the required visa fee and head taxes in the event 
the marriage shall occur within the time stated; otherwise, she shall be required 
to depart from this country. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Mr. Whitney, a native and citizen of the United States, was born in 
Kearney, Nebr., on November 16, 1925. He stated that he entered the United 
States Army on February 21, 1944, and was stationed in Europe. He returned 
to the United States in July, 1945, and received an honorable discharge at Fort 
Bragg, N. C. on November 18, 1945. Mr. Whitney reenlisted in the Signal Corps 
on November 19, 1945, and was sent to Japan and there assigned to the Eighth 
Army Headquarters where he served until November 18, 1948, when he received 
an honorable discharge in Zama, Japan. Thereafter, Mr. Whitney was emploved 
as a civilian with the Army Central Exchange as a clerk until November 1949, 
when he left for the United States. Since December, 1949, Mr. Whitney has been 
employed with the Union Pacific Railroad in Kearney, Nebr., in a clerical capacity. 

Mr. Whitney stated that his finanecée, Akiko Mitsuhata, resides in Yokohama, 
Japan, and has been employed by the United States Army since April 1947. She 
is presently acting as an interpreter with the Eighth Army Headquarters. Accord- 
ng to Mr. Whitney, Miss Mitsuhata is completely supported by her own earnings 
and also supports other members of her family in Yokohama. 

Presumably Miss Akiko Mitsuhata is of the Japanese race and therefore is 
neligible to United States citizenship under section 303 of the Nationality Act of 
1940. For that reason, she is also inadmissible to the United States under 
section 13 (ce) of the Immigration Act of 1924. In the absence of general or special 
legislation she may not be permitted to enter the United States for permanent 
residence. 

Whether the bill should be enacted presents a question of legislative policy con- 
cerning which the Department of Justice prefers not to make any recommendation 

Yours sincerely, 
PEYTON Forp, 
Deputy Attorney General. 


Senator Kenneth 5. Wherry, the author of the bill, has submitted 
the following information in connection with the case: 


STATEMENT Re S. 283, For toe RELIEF oF AKIKO MITSUHATA 
purpose of the bill is to enable the Japanese fiancée of a citizen of the 
States and an honorably discharged veteran of World War II to gain 
nto the United States in order to marry said citizen, Mr. Douglas 


Japanese fiancée, Miss Akiko Mitsuhata, is a Japanese native and now 

at 447-4 Chome Miramiootocho, Miramiku, Yokohama, Japan. My 
constituent met her when he was on active duty in the armed services in Yoko- 
1ama, Japan, where he served in the Eighth Army Headquarters as a supervisor 
of the Adjutant General’s Distribution Communications Center. Miss Mitsuhata 
served as one of Mr. Whitney’s typists and is currently employed in the same 
‘ffice. She is a well-educated young woman, having attended Tokyo Women’s 
College for 3 years, and she has a good command of the English language... Her 
father of professor of English in the Yokohama Girls High School. 

Mr. Whitney is presently a resident of Kearney, Nebr., where he is employed 
by the Union Pacific Railway Co. in order to earn funds to defray college expenses. 
In the fall of 1951 he expects to enter Drury College, Springfield, Mo., which is a 
Baptist college for training students who wish to enter the missionary field. It is 
his earnest desire to enter the ministry and return to Japan as a missionary among 
the Japanese people. 

Since Miss Mitsuhata is excludable under the provisions of present immigration 
laws, the only means through which Mr. Whitney can obtain her entry into the 
United States is the enactment of a private bill. I sincerely feel that Mr. Whitney 
is an earnest young man of good character and high ideals, and believe this means 
should be adopted whereby he ean marry the girl of his choice. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill (S. 283) should be enacted. 


O 
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joty 24, 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted the 


following 
REPORT 
= 
2 £ [To accompany H. R. 3442] 


—_—— 


i Whe-Gommittee on the Judiciary, to which was referred the bill 

© (HeR. 3442) to protect the Girl Scouts of the United States of America 

*in-the use of emblems and badges, descriptive or designating marks, 

Eand wortls or phrases heretofore adopted and to clarify existing law 
ls 


ere 


ilingthereto, having considered the same, reports favorably 
thereon without amendment and recommends that the bill do pass 
PURPOSE 


The purpose of the proposed legislation is to protect the Girl 
Scouts of America in its use of emblems and badges, descriptive or 
designating marks, and words or phrases now or heretofore used by 
the organization in carrying out its program. 


STATEMENT 


When the Federal charter was granted by the Eighty-first Congress 
to the Girl Scouts of America, the right to use the design of the badge 
in conjunction with the sale of merchandise was not specifically 
included. The Girl Scouts organization has asked that this inclusion 
be made. The committee recommends that that organization be 
given this protection. A bil granting similar protection to the 
American Legion was reported favorably by the committee earlier in 
this Congress. 

The original protection of the Girl Scouts’ emblems and 


badges 
existed under a design patent which was issued in 1922 


his design 
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patent was extended once and will expire later this year. Since this 
type of protection is available for limited periods only it is believed 
preferable to include an amendment to the basic character rather 
than to renew once again the desiga patent. The design is an impor- 
tant part of the Girl Scouts organization and has been in use now for 
upproximately 30 years. It is the basic badge of the organization. 
lt is a part of their pin and is the common mark of all their official 
stationery. It is also used to designate their official merchandise. 

In view of the need of this organization ior the protection to be 
afforded by an amendment such as this, and in view of the granting 
f similar protection to the American Legion the committee recom- 
mends that this legislation be favorably considered 


0 


CHANGES IN EXISTING LAW 


compliance with subsection (4) of the Rule XXLX of the Stand- 
Rules of the Senate, changes in existing law made by the bill, 

ported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 


la Wo oitk Wale h ho change 1s proposed is shown in roman 


Irporatliol all hay the sole and execlus ( 


ht to have and to 


* righ 
all mblem nd hado lese tive - desig- 
all embiems and aagzes, ae ripiive or desig 


rases now or heretofore used by the old corpora- 
s program, including the sole and exclusive 

lurin fhe exist of t rporation, the 

hich ww referred t i i/ ct of August 12 

th Congress: 6 t 3). and all the 
ade pt oO ER no ne irks ind we is 

t/ mar facturing advertising, and selling of equip- 
being distinctly and definitely understood, ] Provided, 
this Act shall interfere or confiict with established or 
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MCE sees, from the Committee on the Judiciary, submitted the 


ca following 


x 
PORT 
{To accompany H. R. 3495] 


The Committee on the Judiciary, to which Was referred the bill 
(A. R. 3495) for the relief of Mrs. Cora B Jones, hay Ine considered 


the same, reports favorably thereon without amendment and 
recommends that the bill do pass. 


PURPOS! 


The purpose of the proposed legislation is to pay the sum of $5,608 
to Mrs. Cora B. Jones, in full settlement of all claims against the 
United States as compensation for the death of her son, James E 
Jones, and damage to personal property caused by a collision on Octo- 
ber 1, 1941, on State Highway No. 48, approximately 3 miles west of 
gate B, Camp Blanding, Fla., involving the automobile which the 
said James E. Jones was driving and a United States Army truck 


STATEMENT 


On October 1, 1941, at about 9:45 p. m., an Army truck, operated 
by an enlisted man who had taken the vehicle without authority and 
for a personal mission, was proceeding east on State Highway No. 48 
at a speed of about 40 miles an hour at a point about 3 miles west of 
gate B, ¢ amnp Bl unding, Fla. It was dark and the weather was clear 
The road, which was dry, was surfaced with asphalt to a width of 
about 15 feet, was high in the center, rough, and had soft, sandy 
shoulders. The center line was marked. <A 1934 Ford an, owned 
and operated by James E. Jones, Route 2, Box 74, Starke, Fla 
which Fred Bryant, also of Starke, was riding as a passen 
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proceeding in the opposite direction on the same highway at a speed 
of about 25 miles an hour. As the two vehicles neared each other, 
Mr. Jones, becoming aware of the erratic course and excessive speed 
of the Army truck, drove almost entirely off the road on his right-hand 
side thereof in an effort to avoid a collision, and reduced his speed to 
about 15 or 20 miles an hour. The Army truck, however, swerved 
across the road to its left while still traveling at a speed of approxi- 
mately 40 miles an hour and struck the Ford sedan. 

The Ford sedan was demolished, and Mr. Jones sustained injuries 
from which he died about 8 hours later. Mr. Bryant sustained only 
minor injuries. 

The Department of the Army in its report, dated February 24, 
1950, states that: 

The evidence in this case clearly establishes that this accident, the death of 
James E. Jones, and the resulting property damage were caused solely by the negli- 
gence of the driver of the Army vehicle in failing to keep such vehicle on its proper 
side of the road as he approached the civilian vehicle. In view, however, of the 
fact that the driver of the Army vehicle was at the time operating such vehicle 
without authority and on a mission of his own, and, therefore, was not acting 
within the scope of his employment, there is no legal basis for a claim by Mrs. 
Cora B. Jones and James C. Jones on account of the damages arising out of this 
accident Nevertheless, in view of the circumstances of this case, and since the 
death of James fk. Jones and the damage to his car were not caused by any fault 
or negligence on the part of the deceased, the Department of the Army would have 





no objection to the enactment of H. R. 5923. The proposed award of $5,608 
($405 for burial expenses; $5,000 for the death of James E. Jones; and $203 for 
damage to automobile) appears to be fair and reasonable. 

The committee has been informed that the soldier in question went 
on du weal { about 6 o'clock that evening, and that he took the ruck 
shortly after 7 o’clock. It is evident to the committee that there was 


some degree of laxity or negligence on the part of responsible Army 
personnel that permitted the soldier to leave the camp with the use 
of a forged dispatch ticket. 

In the light of the above, as well as the recommendation of the 
Department of the Army, the committee recommends favorable action 
on the bill. 


ttached hereto and made a part of this re port is the letter of the 


Departme nt of the Army dated February 94. 1950. 


DEPARTMENT OF THE ARMY 


Washington 25, D. C., February 24, 1950. 
He EMANUEL CELLER 
Chairman. Committee on the Judiciary 
House of Representatives. 

Dear Mr. Cetrer: The Department of the Army has no objections to the 
enact me f H. R. 5923, Eight y-first Congress, a bill for the relief of Mrs. Cora 
B. Jones and Jemes C. Jones. 

This bill would authorize and direct the Secretary of the Treasury ‘‘to pay out 





f anv monev in the Treasury not otherwise appropriated, to Mrs. Cora B. Jones 
and James C. Jones jointly, the sum of $5,608 ' * * in full settlement of 
all claims of the said Mrs. Cora B. Jones and James C. Jones against the United 
States on account of the death of their son, James E. Jones, and damage to per- 

neal property crused by a collision on October 1, 1941, on State Highway Number 

18. roximetelv three miles west of Gate B, Camp Blanding, Fla., involving 
the automobile which the said James E. Jones was driving and a United States 


Army truck.” 
On October 1, 1941, at about 9:45 p. m., an Army truck, operated by an enlisted 


man who had taken the vehicle without authority and for a personal mission, was 
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proceeding east on State Highway No. 48 at a speed of about 40 miles an hour at 
a point about 3 miles west of gate B, Camp Blanding, Fla It was dark and the 
weather was clear. The road, which was dry, was surfaced wit halt to a widt! 
of about 15 feet, was high in the center, rough, and had sof andy shoulders 


The center line was marked. A 1934 Ford sedan owned and operated by James 


ik}. Jones, Route 2, Box 74, Starke, Fla., in which Fred Bryant also of Starke, was 
riding 48 & passenger, Was proceeding in the opposite direction on the same I rh- 
way, at aspeed of about 25 miles an hour. As the two vehicles neared each other 


Mr. Jones, becoming aware of the eratie course and excessive speed of the Arn 


truck, drove almost entirely off the road on his right-hand side thereof, in an effort 





to avoid a collision, and reduced his speed to about 15 or 20 miles an hour Phe 
Army truck, however, swerved across the road to its left v e still traveling at a 
speed of approximately 40 miles an hour and struck the Ford 

The Ford sedan was demolished and Mr. Jones sustained j ies from whicl 
he died about 8 hours later. Mr. Bryant sustained only minor iries. 

The Army vehicle involved in this accident had been left 1 ra ease ramp 
to be greased and it was necessary for the enlisted man who later drove suc! 
vehicle to have the key in order to place the truck on the ramp rhe yidier 
however, took the truck without the knowledge or consent of the spate! 
drove away on a forged dispatch ticket. 

TI e evidence of record discloses that the driver of the Ari truck Wa I X1- 
cated at the time of the accident and left the scene immediate after the a it T 
occurred. He was subsequently apprehended by the civil authorities, tried, a 
sentenced to 17 years in the Florida State Per iter tiary 

A claim was filed with the War Department on November 12, 194] y Cora 
B. Jones and James C. Jones, parents of Ja nes | Jone s, 1 tl f mount Tt SOUS 
($405 for the expenses incurred in connection with the burial of their s and 
$203 for the damage caused to his For ls lan - The em ot ne claim for burial 





expenses was supported by a receipted undertaker’s bill in the amount of $405, 
and the item for damage to the automobile was based on the estimated value of 
the car before the accident, $200 less $10 estimated salvage value, plus SS charg 


for wrecker service, and $5 storage, totaling $203. The item of the clair 
property damage was considered by the War Department under e pl 

of the act of December 28, 1922 (42 Stat. 1066), the only statute then a at 
to the Department for the consideration of such a claim, and on February 18, 
1942, was disapproved by the Secretary of War on the ground that the 

of the Army vehicle involved in the accident was not at 1 time act gy 

the scope of his employment as a soldier, a condition necessary and precede 
to the approval of a claim under that act. The item of the claim for buria 


expenses was necessarily denied since, regardless of the fact that the 
of the \rmy driver caused the accident, there was then 1 Statute avaliable 
the Department for the payment of a claim for personal injuries, deat! 
expenses incident thereto. 

It appears that James E. Jones was 19 vears of age and unmarried at thi 
of his death, and left surviving the following persons: 
James C. Jones, father, age 66 years 









Cora B. Jones, mother, age 37 years 
Jessie M. Jones, sister, age 14 years and 
Cora Belle Jones, sister, age 12 years. 

It appears that, while unemployed at the time of the accident, James E. J 
had been working until the night before at a weekly wage of about $18.50, fro 
which he was contributing $3 to $5 a week to the support of his family, in addit 
to other miscellaneous contributions to the upkeep of the house. 

The evidence in this case clearly establishes that this accident, the death of 


James E. Jones, and the resulting property damage were cuased solely by the 
negligence of the driver of the Army vehicle in failing to keep such vehicle on its 
proper side of the road as he approached the civilian vehic! In view, however, 


of the fact that the driver of the Army vehicle was at the time operating sucl 
vehicle without authority and on a mission of his own, and, therefore, 1 
acting within the scope of his employment, there is no legal basis for a 
Mrs. Cora B. Jones and James C. Jones on account of the damages arising out 
of this accident Nevertheless, in view of the circumstances of this case, and sine 
the death of James E. Jones and the damage to this car were not caused by ar 
fault or negligence on the part of the deceased, the Department of the Ari 
would have no objection to the enactment of H. R. 5923. The proposed award 
of $5,608 ($405 for burial expenses; $5,000 for the death of James E. Jon and 
$203 for damage to automobile) appears to be fair and reasonable 
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hese claimants have no remedy under the Federal Tort Claims Act (60 Stat. 
28 U.S. C. 931), as revised and codified by the act of June 25, 1948 (62 Stat. 
28 U.S. C. 1346 (b)), and as amended by Publie Law 55, Kighty-first Con- 
gress, approved April 25, 1949, for the reasons (1) that the accident out of which 
this claim arises oecurred prior to January 1, 1945, and (2) that the soldier respon- 
sible for the accident was not at the time acting within the scope of his employment. 
The Bureau of 


nis report 


S4 


| 
> 
o 
> 
o 
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the Budget advises that there is no objection to the submission 
Sincerely yours, 


GORDON GRay, Secretary of the Army. 


O 
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FfoCag RAN, from the Committee on the 
the following 
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to which was referred the bill 
Walling, having « 


an amendment 


The Committee on the Judiciary, 
(S. 495) for the relief of Richard ‘considered the 
same, reports favorably thereon 


mends that the bill, as amended, do pass. 


with 


AMENDMENT 
On page 1, line 6, beginning with “in’’, strike out hrough line 
10 and insert the following: 
in full settlement of all claims against the 
tained by him as the result of his wrongful arrest 
Army on April 14, 1948, and his confinement by tl 
13, 1948: 


United States for th 
by a membe 


States 
date to August 

PURPOSE 
The bill, as amended, proposes an award of $1,000 to Richard J. 
Walling, of Jerome, Idaho, in full settlement of all claims against 
the United States for him as the result 
of his wrongful arrest by a member of the United States Army on 
and his confinement by the Army from that date to 


April 14, 1948, « 
August 13, 1948, when he was not a member of the Army nor subject 


the damages sustained by 


to its jurisdiction. 
STATEMENT 


The amendment proposed hereinabove has been adopted by the 
committee upon the recommendation of the Department of the Army, 


in the interest of accuracy. 
The claimant, Richard J. Walling, served in the United States Navy 
from October 6, 1944, until April 6, 1946, when he received an honor- 
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able discharge. In the latter part of February 1948 Mr. Walling con- 
templated enlisting in the United States Army. Accordingly, he 
went to Fort Douglas, Utah, where he completed some of the process- 
ing necessary for enlistment in the Regular Army, taking both the 
physics al and mental examinations and executing an e nlistment record. 
Upon learning that there were no quarters available for his dependents 
at the post to which he was to be initially assigned, Mr. Walling 
changed his mind and decided not to enlist in the Army, and did not 
take the oath of enlistment. 

However, the military personnel in the enlistment office at Fort 
Douglas thought that he did take the oath of enlistment. Therefore, 
the United States Army and United States Air Force Recruiting 
Service, Intermountain District, Fort Douglas, Utah, issued Special 
Order No. 45, dated February 28, 1948, assigning Mr. Walling to the 
Fourth Infantry Division, Fort Ord, Calif., for processing and dis- 
position, effective March 8, 1948. Mr. Walling accompanied two 
other men similarly assigned to the railroad station in Salt Lake City, 
Utah. He then informed the soldier in charge of their group that 
he had not taken the oath of enlistment and that he was going to call 
the recruiting station to take care of the matter. Therefore, the 
other men went to Ford Ord without him. Mr. Walling did not 
return to the recruiting station, but instead he returned to his home 
in Jerome, Idaho. 

On April 14, 1948, Mr. Walling was arrested by representatives of 
the Army and returned to military custody at Fort Douglas, Utah. 
Subsequently, he was sent to Ford Ord, where he was confined and 
charged with being absent without leave from March 8, 1948, to 
April 14, 1948. On August 5, 1948, he was tried by a general court- 
— at Fort Ord. At this trial he entered a plea to the jurisdiction 

f the court-martial for the reason that he had never taken the oath 
of enlistment and hence was not a member of the military service and, 
therefore, was not subject to military court-martial. The court- 
martial heard evidence on this plea and the plea was sustained on 
August 5, 1948, on the ground that there was not sufficient evidence 
to prove-a valid enlistment in the Army. 

Since the court martial sustained the plea in bar to the jurisdiction 
of the court, it is clear that Mr. Walling had not become a member 
of the Army on February 28, 1948, and his subsequent arrest and 
incarceration, though in good faith and upon some cause, were illegal. 
Prior to his arrest by the military authorities Mr. Walling was em- 
ployed as a retail clerk in a department store in Jerome, Idaho, at 
approximately $60 per week. 

The Department of the Army, in reporting on this bill, states that 
it believes that under the peculiar circumstances in this case claimant 
is entitled to compensation for the damages he has sustained by reason 
of his illegal arrest and confinement. It observes that considering 
the length of time for which this claimant was confined, the embarrass- 
ment which he has suffered, and the earnings he has lost by reason of 
his confinement, the proposed award of $1,000 is fair and reasonable. 
Accordingly, the Department of the Army states that it has no 
objection to the enactment of this bill. 

Mr. Walling has no remedy under the Federal Tort Claims Act (60 
Stat. 843; 28 U.S. C. 931), as revised and codified by the act of June 
25, 1948 (62 Stat. 933), as amended (28 U.S. C. 1346 (b)), for the 





we 
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reason that said act specifically provides that the provisions thereof 
shall not apply to any claim arising out of false arrest or imprisonment 
(62 Stat. 984; 28 U.S. C. 2680). There is no other statute unde 
which his claim may be paid. 

In view of the circumstances as related above, the committee recom- 
mends favorable consideration of the bill (S. 495 

Appended hereto and made a part of this report is the letter dated 
March 2, 1951, to the Attorney General from the Secretary of the 
Army, reporting the facts in this case and stating that the Department 
of the Army has no objection to enactment of this bill SV letter 
dated May 17, 1951, the Deputy Attorney General, Mr. Peyton For 
advised Hon. Pat MeCarran, chairman of the committee, that the 
Department of Justice concurs in the views of the Department of the 
Army. 


DEPARTMENT OF TH ARMY 
Washingion, D. ¢ Varch 
The Honorable the ArroRNEY GENERAL, 
Washington, 7. £5, 


Deak Mr. ATTORNEY GENERAL: Reference is made to your ter 
you enclosed a copy of S. 495, Eighty-second Congress, a bill for the reli 
Richard J. Walling. You state that the Senate Committee on the Judiciary has 
requested the Department of Justice to submit a report on this bill and has 
advised that if reports are necessary from other sources they will 
your Department and submitted along with your report to the committe Yi 
therefore, request the comments of the Department of 1 \rn nS. 495 
This bill would authorize and direct the Secretary of the Treasury “to pay 
of any money in the Treasury not otherwise appropriated, to Richard J. Wa 
of Jerome, Idaho, the sum of $1,000, in full satisfaction of his claim agai 
United States for wages lost and debts incurred as a result of /:is erroneous 


finement by the United States Army from April 14, 1948, to August 13, 1948 
though he was not a member of the Army nor subject to its jurisdiction.” 

The records of the Department of the Army show that Richard J. Walling was 
born in Jerome, Idaho, on August 14, 1927. He served in the United States 
Navy from October 6, 1944, until April 6, 1946, when he received an honorabk 
discharge. In the latter part of February 1948 Mr. Walling contemplate: 


enlisting in the United States Army. Accordingly, he went to Fort Douglas 
Utah, where he completed some of the processing necessary for enlistment in tl 
Regular Army, taking both the physical and mental examinations and executing 
an enlistment record. Upon learning that there were no quarters available f 


his dependents at the post to which he was to be initially assigned, Mr. Walling 
changed his mind and decided not to enlist in the Army and did not take the oat! 
of enlistment. However, the military personnel in the enlistment office at Fort 
Douglas thought that he did take the oath of enlistment. Therefore, the United 
States Army and United States Air Force Recruiting Service, Intermountai: 
District, Fort Douglas, Utah, issued Special Orders No. 45, dated February 27, 
1948, assigning Mr. Walling to the Fourth Infantry Division, Fort Ord, Calif., 
for processing and disposition, effective March 8, 1948. Mr. Walling accompanied 
two other men similarly assigned to the railroad station in Salt Lake City, Utah. 
He then informed the soldier in charge of their group that he had not taken the 
oath of enlistment and that he was going to call the recruiting station to take 
care of the matter. Therefore, the other men went to Fort Ord without him, 
Mr. Walling did not return to the recruiting station, but instead he returned to 
his home in Jerome, Idaho. 

On April 14, 1948, he was arrested by representatives of the Army and returned 
to military custody at Fort Douglas, Utah. Subsequently, he was sent to | 
Ord, where he was confined and charged with being absent without leave from 
March 8, 1948, to April 14, 1948. On August 5, 1948, he was tried by a general 
court martial at Fort Ord. At this trial he entered a plea to the jurisdiction of 
the court martial for the reason that he had never taken the oath of enlistme 
and hence was not a member of the military service and, therefore, was 
subject to military court martial. The court martial heard evidence on this 
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plea and the plea was sustained on August 5, 1948, because there was not suffici- 
ent evidence to prove a valid enlistment in the Army. 

Mr. Walling was confined from April 14, 1948, to August 13, 1948. Prior to 
his arrest by the military authorities Mr. Walling was employed as a clerk in 
the J. C. Penney Co. store in Jerome. His wages as a retail clerk were approxi- 
mately $60 a week. 

Since the court martial sustained the plea in bar to the jurisdiction of the 
eourt, it is clear that Mr. Walling had not become a member of the Army on 
February 28, 1948, and his subsequent arrest and incarceration, though in good 
faith and upon some cause, were illegal. 

While the United States is not legally responsible for the damages which have 
been sustained by Mr. Walling because of his unlawful arrest and confinement, 

is believed that under the circumstances in this case the claimant is entitled to 
compensation for the damages he has sustained by reason of such illegal arrest 
and confinement. Considering the length of time for which this claimant was 
confined, the embarrassment which he has suffered, and the earnings he has 
lost by reason of his confinement, it is the view of the Department of the Army 
that the proposed award of $1,000 provided in 8. 495 is fair and reasonable. 
Accordingly, the Department of the Army has no objection to the enactment 
of this bill. 

For the purpose of accuracy it is recommended that if this bill is favorably 
considered by the Congress, the text thereof be amended to read as follows: 

‘Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Secretary of the Treasury be, and he is 
hereby, authorized and directed to pay, out of any money in the Treasury not 
otherwise appropriated, to Richard J. Walling, of Jerome, Idaho, the sum of 
$1,000, in full settlement of all claims against the United States for the damages 
sustained by him as the result of his wrongful arrest by a member of the United 
States Army on April 14, 1948, and his confinement by the Army from that date 
to August 13, 1948: Provided, That no part of the amount appropriated in this 
Act in excess of 10 per centum thereof shall be paid or delivered to or received by 
any agent or attorney on account of services rendered in connection with this 
claim, and the same shall be unlawful, any contract to the contrary notwith- 
standing. Any person violating the provisions of this Act shall be deemed guilty 
f a misdemeanor and upon conviction thereof shall be fined in any sum not 
exceeding $1.000.”’ 

Mr. Walling has no remedy under the Federal Tort Claims Act (60 Stat. 843; 
28 U.S. C. 931), as revised and codified by the act of June 25, 1948 (62 Stat. 933), 

ended (28 U. 8. C. 1346 (b)), for the reason that said act specifically pro- 
hat the provisions thereof shall not apply to any claim arising out of false 
imprisonment (62 Stat. 984; 28 U.S. C. 2680 There is no other statute 
th his claim may be paid. 
eincerelty yours, 
FRANK Pace, Jr., 
Secretary of the Arm 
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| To accompany ©. 775 


>The C ommittee on the Judiciary, to which was referred 
&. 7%5) for the relief of Dr. Anthony M. Opisso, baving ce 
tiie same, Teports favorably thereon with an amendment in t] 
of a substitute and recommends that the bill, as amend 


AMENDMENT 


Strike all after the enacting clause and insert 
following: 


Chat for the purposes of the immigration and nat 
M Opisso shall be held and considered to have bee: 
United States for permanent re 
upon payment of the required visa fee and head tay 
permanent residence to such alien as provided for in t} 
State shall instruct the proper quota-control officer to d 
the appropriate quota for the first vear that such quota 


idence as of the date of t 


} 
i 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to grant the status of per- 
manent residence in the United States to Dr. Anthony M. 
Provision is made for an appropriate quota deduct 


payment of the required visa fee and head tax 
STATEM 


The beneficiary of the bill is a 28-vear-old nativ: 
Philippine Islands who was last admitted 
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October 22, 1945, as a student. He was graduated from the Univer- 
sity of North Dakota in June of 1948 and then studied in the School 
of Medicine, Loyola University, Chicago, Ill, where he received his 
M. D. degree in 1950. Information in the file indicates that Dr. 
Opisso is anxious to enlist in the Medical Corps of the United States 
Army, but is unable to do so until such time as his status in the United 
States is adjusted. 

A letter dated May 11, 1951, to the chairman of the Senate Com- 
mittee on the Judiciary from the Deputy Attorney General with 
reference to the case reads as follows: 

May 11, 1951. 
Hon. Par McCarran 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Senator: This is in response to your request for the views of the 
Department of Justice relative to the bill (S. 775) fér the relief of Dr. Anthony 
M. Opisso, an alien. 

The bill would provide that Dr. Anthony M. Opisso may be naturalized upon 
compliance with all the requirements of the naturalization laws except that 
a) no declaration of intention shall be required; (6) no period of residence within 
the United States shall be required, in addition to the alien’s residence since the 
date of his last entry; and (e) the petition for citizenship shall be filed with a 
court having naturalization jurisdiction prior to the expiration of 6 months 
immeciately following the date of enactment of the bill. 

The files of the Immigration and Naturalization Service of this Department 
disclose that the alien is a native and citizen of the Philippine Islands having been 
born in Manila, Philippine Islands, on January 15, 1923. He was admitted to the 
United States at the port of San Francisco, on October 22, 1945, as a student 
under section 4 (e) of the Immigration Act of 1924. He attended college in 
Minnesota, and wes conferred the degree of bachelor of science in medicine by the 
University of North Dakota in June of 1948. He then studied at the School of 
Medicine, Loyola University, Chicago, Ill., and received his M. D. degree on 
June 14, 1950. On July 1, 1950, he aecepted a 1-year surgical internship at Gal- 
linger Hospital in Washington, D. C. The Immigration and Naturalization 
Service has granted Dr. Opisso an extension of his temporary stay to July 2, 1951. 

The record further indicates that the alien’s parents, brothers, and sisters reside 
in Argentina, that he receives about $135 a month from them for his support 
and that he will receive, during his internship at Gallinger Hospital, $50 a month 
in addition to room and board. He has testified that his desire to become a perma- 
nent resident and citizen of the United States arose in June of 1950, when he 
became aware that aliens who were skilled specialists or technicians could enlist 
in the Army of the United States. 

The procedures to be followed by an alien desiring to become a naturalzed 
citizen of the United States are set forth in Chapter III of the Nationality Act 
of 1940. That act requires that when filing a declaration of intention to become 
a citizen, the applicant must present a certificate showing the date, place, and 
manner of admission to the United States for permanent residence (See. 329 (b)), 
and that a petition for citizenship shall be filed not less than 2 years nor more 
than 7 vears after the declaration of intention has been made (see. 332 (a)). 
The bill under consideration would waive these requirements and would permit 
he alien to become a citizen even though he has never been legally admitted to 
the United States for permanent residence. The record, however, presents no 
facts which would warrant granting Dr. Opisso a preference either in immigrating 
to this country or in becoming naturalized. 

Accordingly, the Department of Justice is unable to recommend enactment of 
the measure 


t 


Yours sincerely, 


Pryton Forp, 
Deputy Attorney General. 
Senator William Langer, the author of the bill, has submitted a 
number of letters and recommendations regarding the medical ability 
and the character of the beneficiary of the bill, among which are the 
following: 
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DEPARTMENT OF THE ARMY, 
OFFICE OF THE SURGEON GENERAL, 
Washington 25, D. C., February 14, 1951 


Hon. Witi1am LANGER, 
United States Senate. 


DEAR SENATOR LANGER: On July 25, 1950, I wrote to you in reply to your letter 
of July 13, 1950, in the interest of Dr. Anthony M. Opisso, a graduate of the 
Stritch School of Medicine of Loyola University. 

Dr. Opisso has submitted to this office an application for appointment in the 
Medical Corps, United States Army Reserve. Based upon his application and 


supporting letters of recommendation, it appears that Dr. Opisso is well qualified, 


professionally and physically, for appointment in the Officers’ Reserve Corps 
contingent, of course, upon his meeting the necessary citizenship requirement 
Inasmuch as he is currently in this country on a student visa, it has been impos- 
sible for us to secure the necessary waiver of citizenship. 

If, at a future date, Dr. Opisso is successful in securing American citizenship, 
his case will be given every consideration with respect appointment in the 
Medical Corps, United States Army Reserve and concurrent call to extended 
active duty. 

Your interest in assisting us in the procurement of q ialified physicians for 


to 


whom the Army is in critical demand is appreciated. If this office can be of 
further service to you, please do not hesitate to call upon us 
Sincerely yours, 
R. W. Butss, 
Va or Ge neral, 
The Surqeon Genera 


Army MepbiIcaLt SERVICE GRADUATE SCHOO! 
Washington D. C.. February 10, 1951 
Hon. Senator Par McCarran, 
Chairman, Committee on the Judiciary, United States Senate 
Washinoton. D. ¢ 


Dear Senator McCarran: I have known Dr. Anthony M. Opisso, of Wash- 
ington, D. C., for over a year. Through family contacts and contacts wit! 
friends, I have known his family and background for over 20 years. In my 
opinion he is a worthy individual and would make an outstanding United States 


citizen. Anything you could do to assist him in gaining consideration for citizen- 
ship, I could highly recommend as being in the national interest 
Very truly yours 
WILLIAM S. STON! 
Colonel. Medical Co ps Commandant 


GOVERNMENT OF THE District oF COLUMBIA, 
GALLINGER MUNICIPAL HospPITAL, 
Washington 3, D. C., February 8, 1951. 
te private bill S. 775 introduced February 5, 1951 by Senator Langer. 
The Honorable Par McCarRRAn, 
Chairman, Committee on the Judiciary, 
United States Senate. 


Dear Senator McCarran: Dr. Anthony M. Opisso, who has been an intern 
at this hospital since July 1, 1950, is applying for citizenship. It 
pleasure that I inform you that Dr. Opisso has done excellent work as an intern at 
this hospital and that his moral character has been of the highest We are happy 
to recommend him for citizenship and feel that he will make an excellent one. 

Very truly yours, 


is with great 


JOSEPH F, Fazekas, M. D., 
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ARRAN, from the Committee on the Judiciary, submitted 


the following 
REPORT 
[To accompany 8, 172] 


mmittee on the Judiciary, to which was referred the bill 
o amend section 32 of the Trading With the Enemy Act of 
amended, so as to permit the return, under such section, of 
property which an alien acquired by gift, devise, bequest, or inherit- 
ance, from an American citizen, having considered the same, reports 
favorably thereon with amendments and recommends that the bill, 
as amended, do pass. 
PURPOSE 
The purpose of the bill is to amend section 32 (a) (2) (D) of the 
Trading With the Enemy Act, as amended (50 U.S. C. App., 32), by 
the addition of a provisio broadening the category of those eligible 
for return of certain vested enemy property. ‘The proposed amend- 
ment beotes to the vested property formerly owned by citizens or 
nationals of Germany or Austria who acquired it by gift, devise, 
bequest, or 7 a e from American citizens. It would provide 
that the former owner of such property is eligible for its return not- 
withstanding technical “enemy” status if such owner shows by 
reliable, probative and substantial evidence that he never was a 
member of the Nazi Party. 


AMENDMENTS 


l. On page 1, line 6, strike the word “individual”? and insert in 
lieu thereof the words ‘‘citizen or national of Germany or Austria’’ 

2. On page 2, line 1, strike the word “individual” and insert in leu 
thereof the words “citizen or national of Germany or Austria’”’ 

3. On page 2, line 2, strike the word “‘individual’’ and insert in lieu 
thereof the words “‘citizen or national of Germany or Austria” 
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4. On page 2, line 1, prior to the word “by” insert the following: 
“or a mother who at the time of her marriage was an American 
citizen,” 

5. On page 2, line 2, strike the words “‘makes a prima facie showing” 
and insert in lieu thereof the words “shows by reliable, probative 
and substantial evidence” 

6. On page 2, line 8, change the period after the word “Act” to a 
colon and add the following: 

Provided, That no part of the amount returned under the provisions of this Act 
in excess of 10 per centum shall be paid or delivered to or received by an agent or 
attorney on account of services rendered in connection with any claims for return 
under this Act and the same shall be unlawful, any contract to the contrary not- 
withstanding. Any person violating the provisions of this Act shall be deemed 


guilty of a misdemeanor and upon conviction thereof shall be fined in any sum 
not exceeding $1,000. 


STATEMENT 


Section 1 of the proposed bill is an amendment to section 32 (a) (2) 
(D) of the Trading With the Enemy Act of 1917, as amended, and 
involves also by mention subdivision (C) thereof. 

Under existing law, section 32 (a) of the ot With the Enemy 
Act of 1917, as amended, the President may return any property or 
interest vested in or transferred to the Alien Property Custodian 
(other than any property or interest acquired by the United States 
prior to December 18, 1941), or the net proceeds thereof, whenever 
the Dosieidond shall determine certain facts er conditions enumerated 
therein. 

Subsection (2), namely, section 32 (a) (2) is one of the enumerated 
facts or conditions. It states that the President must determine that 
the claimant or vestee or his successors is not one of certain designated 
classes of which the further subsection (D) is one. 

Subsection (2) (D) states (with a proviso which excepts persecutees) 
that the claimant cannot be, subsequent to December 7, 1941, a 
citizen of an enemy nation and present in such nation. 

Subsection (2) (C) relates to individuals voluntarily resident at any 
time since December 7, 1941, within the territory of an enemy nation, 
other than a citizen of the United States or a diplomatic or consular 
officer of Ite ily or of any nation with which the United States has not 
at any time since December 7, 1941, been at war (with a proviso ex- 
ce pting persecutees). 

The instant legislation is in the form of a proviso and exce pts from 
section 32 (a) (2) (D) and (C) those persons who acquired their prop- 
erty (now vested) or interest or proceeds from an American citizen by 
eift, devise, bequest, or inheritance and who show by reliable, pro- 
bative and substantial evidence that they have never been members 
of the Nazi Party. 

The first three committee amendments are offered in the interest of 


clarity. It is the obvious purpose of the bill to apply only to Germans 
and Austrians, as exemplified by the reference to prima facie proof of 
nonmembership in the Nazi Party. Thus, it would seem more accu- 


rate to replace the word “individual,” which would include citizens of 
countries with which the United States has concluded treaties, with 
the more qualifying and descriptive words “citizen or national of 
Germany or Austria. 
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The fourth committee amendment enlarges the classes, from whom 
the person may receive his property to qualify for the benefits of the 
act, to include a mother who, at the time of her marriage, was an 
American e'tizen, Probably this will affect only a very small number 
of claimants who can avail themselves of the benefit of the enlarge- 
ment. Nonetheless, the committee believes it is warranted in justice 
because of the inequity created by the naturalization laws. Prior to 
1922, a female American citizen lost her citizenship upon marriage to 
a foreigner. To rectify this = ardship, Congress enacted the Cable Act 
which permitted a female American citizen to retain her American 
citizenship upon marriage to a foreigner. The committee believes it 
would be diseriminatory to permit recovery to on whose 
mothers were espoused subsequent to 1922 and deny such recovery 
to those claimants whose mothers were espoused prior to such date, 

The fifth committee amendment merely establishes what the com- 
mittee considers to be more reasonable criteria for determining which 
claimants are entitled to the return of their property under this 
amendment. 

Section 2 of the proposed bill changes the statute of limitations of 
section 33 of the Trading With the Enemy Act of 1917, as amended, 
to permit claims to be filed under section 1 of the proposed bill at any 


time within 3 years after the date of enactment. Section 33 of the 
Trading With the Wnemy Act, as amended, sets get a statute of limi- 
tations for return of property under the clause section 82 (a 


Under it, no return may be made unless notice of claim for return has 
been filed within 2 years from the vesting in the Aliet 
Custodian, ete. 

The committee amendment to this section (No. 6) is the standard 
statutorv limitation of 10 percent placed on attorneys’ fees 
since prospective claims under the proposed bill partake of the nature 
of private claims, it was the belief of the committee that claimants 
should receive the same statutory protection against excessive fees. 

It is the theory of the committee that in time of war or national 
duress, it is mete and right to seize the property of alien enemies 


Property 


There are many reasons for this action. First, and perhaps the least 
important, is the historical reason that countries embattled always 
liquidate each other’s property. Next, and probably most important, 
is the protection of the country itself from a military point _ view in 
that it is important that the property of the enemy should be neutral- 
ized, so far as It is possible to assume dominance over it vale it be used 
to aid and succor the enemy’s interest to the detriment of the seizing 
or vesting country. An ancillary reason is the thinking that enemy 
property should be seized and used to defray damage or loss to the 
property of one’s citizens by enemy action. Lately, the idea has been 
propounded successfully that enemy property should be used to 
palliate the pain and suffering of native citizens and for combatants 
directly attributable to enemy action. In conclusion, it might be said 
that the demand on enemy prope rty from all sources always over- 
whelms monetarily the value of the seized property. 

After hostilities have ceased there is always, and should be, a period 
of recapitulation and reappraisement. The harsh and total methods 
of seizure during the war are weighed in light of the new atmospher: 
Inequities are always found to have been done, so that a balancing of 
interests must be made. We in the United States today are in that 
rational adjusting period. 
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A few examples perhaps are in order. Italy during the war came 
over to the Allies’ side. <A tre aty has now been signed with Italy. Is 
she per se then an alien country? Obviously not, and her treatment 
should be different. So by enactment in 1947 of an amendment to the 
Trading With the Enemy Act, the restrictions with respect to the 
return of seized property to Italian owners were removed. 

Another consideration in favor of enactment of the proposed legis- 
lation is the fact that the property concerned therein is not enemy 
property within the strict sense of the word nor is it enemy property 
within the spirit of the Trading With the Enemy Act. It is intrin- 
sically and inherently American property. Said property was amassed 
and earned in America by American citizens. It remained in this 
country to aid and abet the Government, in the way all property 
does, to a successful fruition of the war. Certainly, and no one would 
contend otherwise, it was not the desire of Congress or the people 
of this country to seize such property. 

A very anomalous situation has risen today with respect to property 
conte mpl: ited under the proposed bill as against the German property 
situated in Germany. Our Alien Property Custodian has seen fit to 
seize the property contemplated under this bill yet German industrial- 
ists, even those who were Nazi sympathizers and others and in fact 
almost all citizens of Germany, have their property in Germany in- 
tact. For instance, a German industrial tycoon, who owned a dye 
works or fertilizer Sed prior to World War II and thereafter con- 
verted such plant to munitions to aid and abet directly the Germans in 
their war effort, still controls and owns his plants which have perhaps 
been reconverted to a dye or fertilizer outfit. There has been no 
attempt to seize this type of property, yet property which was earned 
by Americans, stayed in America, aided and abetted the American 
war effort has been vested solely because the American owner or master 
attempted to help and protect his succeeding kin who because of 
ethnic reasons resided in Germany. It is this inequity which this bill 
proposes to correct and it is this inequity, in addition to the other 
reasons enumerated, which prompts the committee to recommend this 
legislation favorably. 

A similar bill was reported.favorably by the committee in the 
Kighty-first Congress and passed by the Senate. No action was 
taken by the House of Representatives, however. 

There is printed below, verbatim, an explanatory statement by 
the sponsor of the bill, Senator Langer, made upon the Senate floor, 
The committee believes that this very eloquent dissertation amply 
and fully sets forth the need for legislative and remedial action in 
this type of case. In view of all the circumstances, the proposed 
bill, with the amendments, is recommended for favorable action. 


[Congressional Record, Senate, January 26, 1950, p. 971] 


RETURN OF PROPERTIES HELD BY ALIEN PROPERTY CUSTODIAN 


Mr. Lancer. Mr. President, 2 days ago, I introduced a bill in the nature of 
an amendment to the Trading With the Enemy Act. The bill provides for the 
return of properties held by the Alien Property Custodian. I introduced the bill 
in my own behalf and in behalf of the junior Senator from Maryland [Mr. O’Conor] 
and the Senators from Nebraska [Mr. Butler and Mr. Wherry]. I find that the 
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bill has not yet been printed, and therefore has not been distributed. But I wish 
very briefly to state why it was introduced. 

Mr. President, I believe it will surprise all Senators when I state that the Alien 
Property Custodian still has in his custody millions of dollars’ worth of assets 
remaining from World War |. That office has had charge of those millions upon 
millions upon millions of dollars’ worth of assets; and up to the present time the 
office of the Alien Property Custodian has not even returned the property or dis- 
posed of it, but still has actual custody of it That situation was testified to 
only a short time ago by the Alien Property Custodian 

The bill I have introduced is in the nature of an amendment to the Trading 


With the Enemy Act. I have introduced the bill in behalf of the three other 
Senators I have named, as well as myself. The present act provides for the 
return of property vested in the Alien Property Custodian to German nationals 

and by “German’’ I mean nationals of Rumania, Estonia, Poland, and many 
other countries, as well as Germany—provided they were subject to political, 
racial, or religious persecution, amounting to a denial of their rights of citizen- 
ship. Under this law, to my knowledge, no properties have been returned by the 
Alien Property Custodian to German nationals. Property has been returned b 
the Custodian’s office to ceriain German charitable and religious stitutions 
and, of course, to residents and former residents of Germany who lost their 


citizenship by the Hitler decrees. 


We have here in the United States, Mr. President mat Mmuilor ol goo0a 
citizens who emigrated to our country from Germany, Austria, and other centra 
European countries. They are found in very field of endeavor. They are farmers 
laborers, craftsmen, in business, and in the professions. ‘The greater majority 


have been good and faithful American citiz 
and the record of their sons and daughters in the service of the Unit 
during the recent war 

These people have next of kin in Germany. They have there mothers, fathers 
sisters, brothers, cousins, friends of their school days or preschool days 
many cases, these American citizens, realizing that the terrible aftermath of the 
war, with the total defeat of Hitler, would bring great suffering and misery 
their relations and friends, tried to provide for them. Those who felt that ey 
would continue to live are providing for them today, but those who were getting 
older and who knew they only had a short time to live tried to provide for their 
kin by making wills. 


ens, as testified to by their reeord 





lhe property thus provided by these American citizens, through their own 
industry and hard work and thrift, was American property, created by Americar 
citizens. It was not Nazi property or property of German nationals, but Ger 


man nationals received only an interest in that property upon the death of that 
American citizen, by will, through bequest or devise, in trust, or otherwise, o1 
by gifts in contemplation of death and the like. 

To make the matter clear, Mr. President, let me state the case of a man of 
German ethnic origin, who lives in Montana, and had lived in the United States 
for 50 years. Perhaps his sons had served in the United States Army in bot! 
World Wars. If that man had living in the old country a brother who hated 
Hitler and figured that Hitler was leading Germany to ruin, the American citizen 
living in Montana might well say to himself, “i have made considerable money in 
Montana. I am going to make a will or bequest or devise. I am 
$100 a month so that my brother in Germany’’-—-or Austria, or Rumania, or one 
of the other central European countries—‘‘will not be hungry, because, after all, 
he is my brother.” 

Now what has happened, Mr. President? Our Government has divested not 
only the ownership of the property formerly in the name of German nationals, 
but has taken the property of American citizens simply because they were un- 
fortunate enough to have relatives or kin in Germany, Austria, or some of the 
other countries to which I have referred. Our Government has taken it away 
from them. 

Since the end of the war, American citizens of German birth have made untold 
sacrifices to assuage the hunger and need of their kin in Germany. For instance, 
in the month of October a year ago they shipped 41,000,000 pounds of food and 
clothing to Germany and to Austria. I might call the attention of the Senate to 
the fact that we have in the United States 33,000,000 of such Americans of German 
ethnic origin, including many leaders in the Army and the Navy, and leaders in 
the arts and the sciences. The very man who designed the dome of this Capitol 
Building was one of them. The man who designed the Library of Congress was 
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another of them. The man who built the post office next to the Union Station was 
one of them. There are others, including Eisenhower, Spaatz, Willkie, Stassen, 
whose names I need not mention. 

Many of them were no more responsible for Hitler and the Nazi Party than you, 
Mr. President, or 1. There have been to the best of my knowledge, approximately 
10,000 estates in the United States, throughout the 48 States, in which American 
citizens of German birth left sums of money to help their relatives and friends in 
the old country, and in many of these cases they did so, even though thev had 
children in the United States. They thus decreased the amount that they left to 
their own families in order to help their other kin in the old country. And now 
that the United States Government has taken the properties which, under the 
circumstances mentioned, an American citizen may have left to his mother, or to 
his father, or to his other kin in a foreign country, an extra burden is placed upon 
the surviving members of the family in America. 

Except for the fact that that good American citizen, father, or mother, who died 
had such great faith in the United States of America, other arrangements which 


the United States Government could not stop would have been made. A father 
could have called in his son and said, “* John, grandma is in dire straits,’’ or ‘‘ Aunt 
Susie is in dire straits in Germany. I want to take care of her. If I make a wil 
and give her $500, then the United States Government will take it awav. There- 


fore, | am going to give an extra $500 or an extra $1,000 to you so that you will be 
able to take care of her.”’ 

He could have done that, but he did not do it beeause he had faith and con- 
fidence in the fairness of the United States Government, he believed that the 
United States Government would hold inviolate his right to dispose of his prop- 
erty by devise or bequest, or by gift in contempiation of death, where the transfer 
could not aid the enemy and could not be made until hostilities eame to an end. 

American people of German extraction throughout the United States feel 


that a distinction should be made between properties which represented invest- 
ments by German nationals in corporations in the United States, or patents and 


copyrights owned by German nationals, and property rights that came into being 





from America neitizens. I want to make that verv clear. Iam not talking about 
money sent into the United States by German nationals. Iam not talking about 
patents secured by German citizens residing in the United States. [ am talking 


about American citizens of German ethnie origin, 33,000,000 of them, some of 
whose forefathers had come to this country 15) vears previouslv. Thev wanted 
to take care of relatives in Europe who were against Hitler and who fought Hitler 
and were oppose d TO ¢ vervthing he stood for. They wanted to take care of their 
relatives by a little remembrance in a will or by a devise, leaving an estate that 
would produce, let us say, $100 a month. American citizens of German extraction 
throughout the United States feel that a distinction should be made between the 
kinds of property I have mentioned. 


I know of one ease—and there are many more like it—-where a young man 
emigrated from Germany to the United States shortly before we entered the war 
He id only a mothe r living in Germany. He intended t » become a good Ameri- 
ean citizen and then bring his mother to the United States. The war broke out 
and he joined our armed forces He was killed in action fighting for the United 
States, but the little property he left and his insurance were taken by the United 
States Government, and his poor mother, who was the beneficiary and his sol 
heir, was left in dire straits, simply because she happened to be a resident of 
Germa 

l'nder the present law she cannot receive his inheritance, or his insurance, 
unless she, as an old lady, can prove that she was denied substantial rights of 
citizenship by the Nazis. It is not enough for her to prove that the Nazis made 
her life miserable because she had a son fighting in the United States Army. It 


is not enough that she might have been discriminated against in the giving out 


of food rations. It is not enough for her to prove that she was taken from her 
home and the home turned over to Nazis. The way the law reads today she 
practically had to be in a concentration camp in order to qualify for a return of 


the property to her. 

There are in the United States thousands of cases of American citizens who, 
as far back as 1920 and 1925, in the early thirties, before Hitler, provided in their 
wills for trust arrangements whereby certain small sums would be paid to needy 
relatives in Germany. Even these trusts were vested by the Alien Property 
Custodian, and not only was the income taken but the entire trust was taken. 
Surely that American citizen who was the testator had no intention of helping 
Hitler or the Nazis. He only wanted to eliminate and alleviate human suffering 


and to help the needy 
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Our Government set a cut-off date after which the interest of German nationals 
would no longer be vested by the United States. That cut-off date was January 1, 
1947, 134 vears after the end of hostilities in Germany. In other words, if an 
American citizen, with relatives in Germany, was unfortunate enough to have 
died at 11 p. m. on December 31, 1946, the small interest he might have provided 
in his will for his relatives in Germany would be taken by the United States 
Government. However, if he had good doctors who could have kept him alive 
until 1 a. m. January 1, 1947, the United States Government would not take what 
he provided in his will or what might have gone to his next of kin by the laws of 
descent and distribution. Anyone can see how unfair that is 

The amendment to the act which is here proposed provides that return of the 
property may be made by the United States Government in cases where the interest 
of the German national in the property arose through gift, devise, bequest, or the 


laws of descent and distribution in the estate of an American citizen, provided that 
the German national was not a member of the Nazi Party This amendment 
should be made in justice to American citizens who have passed on and to their 


next of kin in this country who have assumed the burdens of their deceased 
relatives here to take care of their kin in the old countrs 

The amendment to the act would not only secure inheritances to Germ 
nationals, but it would also secure them for nationals of other enemy countries it 
central Enrop?, such as Hungary, Bulgaria, and Rumania 

The amendment further provides that where an American citizen is the sue 
cessor in interest to the European national such American citizen 
for himself the property taken by the Alien Property Custodiar 
if an American citizen left a certain sum to relatives in Germany ut 
was taken by the Alien Property Custodian, and thereafter the person in Europe 
died, leaving a will, or by intestacy—it makes no difference—leaving his property 
to an American citizen, such American citizen should be entitled to have the 
property returned to him as successor in interest 

There are many American citizens in the United States whose relatives here 
provided for their mutual relatives in the old country. The provisions for their 
relatives in the old country fell with the taking of the property by the custodian. 
This amendment would permit the American citizen, as successor in interest, as 
heir at law, or as devisee or legatee, to take that interest 

Mr. President, | respectfully suggest that the appropriate committee take this 
amendment and give it very prompt and immediate attention, so that the 
American citizens who are anxious to get their property back ma 
the very earliest opportunity. 

The PresipinG Orricer. The bill has heretofore been referred to the appro- 
priate committee. 





v get it back at 
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JARRAN, from the Committee on the Judi ary, submitted 


the following 


REPORT 


To accompany S. Con. 
bend 
= The Committee on the Judiciary, to which were referred certain 
cases in which the Attorney General has suspended deportation for 
more than 6 months, having considered the same, reports favorably on 
certain of said cases and recommends that Senate Concurrent Resolu- 
tion? 39 with reference to certain of said cases do pass 
PURPOSE OF THE CONCURRENT RESOLUTION 


The purpose of the concurrent resolution is to record congressional 
approval in accordance with Public Law 863 of the Eightieth Congress 
of suspension of. deportation in certain cases in which the Attorney 
General had suspended deportation for more than 6 months 


STATEMENT OF FACTS 


Since 1940 and prior to July 1, 1948, the law provided in substance 
that the Attorney General may suspend deportation of certain aliens 
if he finds that such deportation would result in serious economic 
detriment to a citizen of the United States or legally resident alien 
who is the spouse, parent, or minor child of such deportable aliens 
Under the then existing law such deportation was subject to review 
by the Congress; but if within a designated period of time the Con- 
gress did not pass a concurrent resolution stating in substance that the 
Congress does not favor the suspension of deportation, the suspension 
was final, and the status of the alien involved was adjusted to that or 
a permanent resident. 





SUSPENDED DEPORTATION CASES 


Public Law 863 of the Eightieth Congress (approved July 1, 1948) 
enlarged the classes of deportable aliens who were eligible for sus- 
pension of deportation by adding to the group of aliens eligible for 
suspension (a) certain aliens theretofore ineligible by reason of race 
and (b) aliens who have resided continuously in the United States for 
7 years or more and were residing in the United States on the effective 
date of the act. The present law required affirmative congressional 
approval in each case before the suspension of deportation becomes 
final and the status of the alien can be adjusted to that of a permanent 
resident. 

Included in the concurrent resolution are 29 cases. Sixteen cases 
of the 29 cases included in the concurrent resolution were referred to 
the Congress on January 16, 1950; one case was referred to the Congress 
on February 15, 1950; one case was referred to the Congress on January 
15,1951; one case was referred to the Congress on February 1, 1951; 
three cases were referred to the Congress on February 15, 1951; one 
case was referred to the Congress on April 16, 1951; two cases were 
referred to the Congress on May 1, 1951, and four cases were referred 
to the Congress on June 15, 1951. 

In each case which is recommended for approval, a careful check has 
been made to determine whether or not the alien (a) has met the 
requirements of the law, (6) is of good moral character, and (c) is 
possessed of strong equities which would warrant the suspension of 
deportation. 

The committee, after consideration of ‘all the facts in each case 
referred to in the concurrent resolution, finds that the concurrent 


resolution should be enacted and it accordingly so recommends its 
enactment. 
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PURPOSE OF THE CONCURRENT RES(¢ 


The purpose of the concurrent resolution is to record congressional 
approval in accordance with Public Law 863 of the Eightieth Congress 
of suspension of deportation in certain cases in which the Attorney 
General had suspended deportation for more than 6 months. 


STATEMENT OF FACTS 


Since 1940 and prior to July 1, 1948, the law provided in substance 
that the Attorney General may suspend deportation of certain aliens 
if he finds that such deportation would result in serious economie 
detriment to a citizen of the United States or legally resident alien 
who is the spouse, parent, or minor child of such deportable aliens 
Under the then existing law such deportation was subject to review 
by the Congress; but if within a designated period of time the Con- 
gress did not pass a concurrent resolution stating in substance that the 
Congress does pot favor the suspension of deportation, the suspension 
was final, and the status of the alien involved was adjusted to that of 


a permanent resident. 





CERTAIN CASES OF SUSPENDED DEPORTATION 


Public Law 863 of the Eightieth Congress (approved July 1, 1948) 
enlarged the classes of deportable aliens who were eligible for sus- 
pension of deportation by adding to the group of aliens etigible for 
suspension (a) certain aliens theretofore ineligible by reason of race 
and (b) aliens who have resided continuously in the United States for 
7 years or more and were residing in the United States on the effective 
date of the act. The present law required affirmative congressional 
approval in each case before the suspension of deportation becomes 
final and the status of the alien can be adjusted to that of a permanent 
resident. 

Included in the concurrent resolution are 222 cases. Two hundred 
and twenty cases included in the concurrent resolution were among 
324 cases which were referred to the Congress on May 1, 1951. One 
case of the 324 cases referred to the Congress on May 1, 1951, has 
been approved by the Congress; 2 cases of the 324 cases referred to 
the Congress on May 1, 1951, have been withdrawn by the Attorney 
General; and 101 cases of the 324 cases referred to the Congress on 
Mav 1, 1951, have been held for further study and investigation. 

One case of the 222 cases included in the concurrent resolution was 
referred to the Congress on May 15, 1951, and one case was referred 
to the Congress on Jurie 1, 1951. 

In each case which is recommended for approval, a careful check has 
been made to determine whether or not the alien (a) has met the 
requirements of the law, (6) is of good moral character, and (ec) is 
possessed of strong equities which would warrant the suspension of 
deportation. 

The committee, after consideration of all the facts in each case 
referred to in the concurrent resolution, finds that the concurrent 
resolution should be enacted and it accordingly so recommends its 
enactment, 


O 
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O 
He Committee on the Judiciary, to which was referred the bill 


AS. 665) tor the relief of DD. Lane Powers and Elaine Powers ‘Taylor, 
faving considered the same, reports favorably thereon, without 


i 


] 


amendment, and recommends that the bill do pass 
PURPOSE 


The purpose of the proposed legislation is to pay the sum of $552 
to D. Lane Powers, and to pay the sum of $2,117 to Elaine Powers 
Taylor, both of Trenton, N.J., in full settlement of all claims against 
the United States for property damage, personal injuri pain and 
suffering, and disfigurement sustained, and medi 
expenses sustained as the result of an accident involving a United 
States Army vehicle, on State Highway No. 33 in East Windsor 
Township, Mercer County, N. J., on June 10, 1 


STATEMENT 


It appears that on June 10, 1945, at al 


weapons carrier was parked without lights on State Highway No. 3: 
near what is known as Paul’s Inn, facine south in the north-bound 
trathie lane. At the same time a 1941 Chevrolet pe. owned by 


>. Lane Powers, of Trenton, N. J ’ operated with | permission by 


an enlisted man of the Navy. and in which Mr. Powers’ daughter, 
\liss fclaine Powers, was riding as passcenge! Wis 

on said highway at a speed of approximately 

approaching Paul’s lun. ‘The driver of the civilian 

momentarily blinded by the lights of & south-bound vel 


see the unlighted Army weapons carrier until he was o1 
it. He atlempt “i te avoid an accident by swerving te his lef 
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right front bumper of the Chevrolet crashed into the right front 
bumper of the Army weapons carrier. As a result of the accident the 
civilian automobile was damaged beyond economical repair, the 
enlisted man and Miss Powers received personal injuries and were 
removed from the scene of the accident by ambulance to the Mercer 
Hospital. 

The enlisted man’s injuries consisted of a fracture of the left fore- 
arm, While Miss Powers’ injuries consisted of multiple lacerations and 
abrasions of the face and body and some damage to her teeth. The 
enlisted man received no treatment at the Mercer Hospital, but was 
transferred to a naval installation for the treatment of his injuries. 

The War Department in its report dated March 4, 1947, states: 


The evidence in this case fairly establishes that the collision and resulting 
damage to Mr. Powers’ automobile and the personal injuries sustained by Phar- 
macist’s Mate Taylor and Mrs. Elaine Powers Taylor were solely by the negligence 
of the enlisted man who was operating the Army vehicle which was involved in 
the collision in leaving it parked on the highway without lights or other signals to 
warn approaching traffic of its presence. 


The War Department further states that the enlisted man was on 
authorized leave and his injuries were taken care of under naval 
regulations and was opposed to any relief that might be granted hm. 

Attached hereto and made a part of this report is a letter received 
in connection with a similar bill of the Eightieth Congress: 


Marcu 14, 1947. 
Hon. Earu C. MIcHENER, 
Chairman, Committee on the Judiciary, House of Representatives. 

Dear Mr. Micuener: Further reference is made to your letter of February 21, 
1947, enclosing a copy of H. R. 1093, Eightieth Congress, a bill for the relief of 
D. Lane Powers, Elaine Powers Taylor, and Monroe W. Taylor, and requesting a 
report on the merits of the bill. 

This bill would authorize and direct the Secretary of the Treasury “‘to pay 
out of any money in the Treasury not otherwise appropriated, the sum of $992.90 
to D. Lane Powers, to pay the sum of $4,337.12 to Elaine Powers Taylor, and 
to pay the sum of $500 to Monroe W. Taylor, all of Trenton, N. J., in full settle- 
ment of all claims against the United States for property damage, personal in- 
juries, hospital and medical expenses sustained as the result of an aecident involv- 
ing a United States Army vehicle along a highway in East Windsor: Township, 
Mercer County, N. J., on June 10, 1945.” 

On June 9, 1945, at about 8:30 p. m., T. 5g James F. Hammock, Three Thou- 
sand Three Hundred Sixty-fourth Quartermaster Truck Company, Camp Kilmer, 
N.J., took a locked '4-ton Army weapons carrier from an Army bivouac area near 
Whiting, N. J., without authority and, after disconnecting and crossing the igni- 
tion wires in order to start the motor, proceeded on a purely personal mission of 
} to a roadhouse known as Paul’s Inn on State Highway No. 33 near 
wn, N. J., about 40 miles from the bivouac area. On June 10, 1945, at 
2:15 a. m., the Army weapons carrier was parked without lights on said 
highway near Paul’s Inn facing south in the north-bound traffic lane. At the 
same time a 1941 Chevrolet coupe, owned by D. Lane Powers, 935 Bellevue 
Avenue, Trenton, N. J., operated with his permission by Pharmacist’s Mate 
Third Class Monroe W. Taylor, United States Navy, and in which Mr. Powers’ 
daughter, Miss Elaine Powers, was riding as a passenger, was proceeding north 
on Highway No. 33 at a speed of approximately 30 miles an hour, approaching 
Paul’s Inn. The driver of the civilian automobile was momentarily blinded by 
the lights of a southbound vehicle and did not see the unlighted Army weapons 


nis own 
Highist« 
about | 


carrier until he was only about 30 feet from it. He attempted to avoid an 
accident by swerving to his left, but the right front bumper of the Chevrolet 
erashed into the right front bumper of the Army weapons carrier. As a result of 


the accident the civilian automobile was damaged beyond economical repair. 
Pharmacist’s Mate Taylor and Miss Elaine Powers received personal injuries 
and were removed from the scene of the accident by ambulance to the Mercer 
Hospital. Pharmacist’s Mate Taylor’s injuries consisted of a fracture of the 
left forearm, while Miss Powers’ injuries consisted of multiple lacerations and 
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abrasions of the face and body and some damage to her teet Pharmacist 
Mate Taylor apparently received no treatment at the Mercer Hospital but was 
transferred to a naval installation for the treatment of his injuries He wa 
returned to duty on July 27, 1945. It appears that Pharmacist Viate Ta 
WAS married Lo Miss Powers some time between the date of the accident a 1 Ju 
16, 1945 

Pharmacist’s Mate Taylor was discharged from the United States Navy o1 
October 26, 1945. On May 29, 1946, Capt. Robert H. Nu Niedical Corps, 
United States Army, examined Mr. Taylor and submitted the following findings 
with respect to the condition of his left arm which was fractur the accident 
on June 10, 1945 

“Slight atrophy of muscles, left forearm, no apparent loss of motion of wrist or 
elbow in any direction Distal end of ulna somewhat deformed on pronatio1 
and internal rotation of left hand. Minimal weakness of left hand noted 
comparison with right. 

‘X-ray, left wrist and forearm: ‘Examination of the left forear ws evidence 
of an old, well-healed fracture, lower third of the radius Che fragments are 
fairly good position and alinement. There is slight tissue atrop! ted around 


the wrist joint 

Miss Elaine Powers appears to have been discharged from the Mercer Hospital 
to her home on June 10, 1945. She was subsequentiv treated b Dr. Caru:zisle 
C. Bastian and Dr. Jack B. Miller, of 22 Central Park South, New York, N. Y. 
The following statement concerning her injuries was made by Dr. Miller on 
March 12, 1946: 

‘I examined Miss Elaine Powers following her automobile accident, June 10, 
1945, and found she had sustained severe lacerations of the anterior part of 
mouth and lips. The upper right cuspid was broken and the bony process around 
the tooth was fractured, which subsequently necessitated the removal of this 
tooth. Her anterior bridge work was complet: ; ed and had to be entirely 
reconstructed,”’ 

On May 31, 1946, Mrs. Elaine Powers Tavlor was examined by Capt. Will 
T. Wheeler, Medical Corps, United States Army, Chief, Disper rv Ser 
Fort Dix, N. J., and by First Lt. William P. Spencer, Medical Corps, who n 

f t 


the following report of their examination: 

“The results of the examination of Elaine Powers Taylor * + confirn 
by history and inspection the presence of those injuries incurred in automobile 
accident June 10,1945 * * * namely: 1-inch laceration across left eveb1 


multiple lacerations through right upper lip, one-quarter-inch laceration throug 
lower lip, superficial lacerations in the gums of upper teeth, multiple superficia 
scratches all over right side of face, bruises over rig! 


t 


t ho 
both knees, abrasions on left thigh 
‘It is our opinion that no functional disability exists; but permanent facial 


disfigurement of mild nature is present as a result of the lacerated wounds and 
seratches,”’ 
At the time of the accident Pharmacist’s Mate Tavlor and M Mia Powers 


were each 21 vears of age and no one was depends nt upon either of them 
support. Neither of them lost any earnings as a cesult of the accident 
records of the War Department do not diselose that any medical or hospital 
expenses were incurred for the treatment of Pharmacist’s Mate Taylor’s injuries. 
The following itemized statement of the medical and hospital expenses incurred 
for the treatment of Elaine Powers was submitted bv her father, D. Lane Powers: 





June 13, 1945: Dr. Carlisle Bastian and Dr. Jack B. Miller $95. 00 
June 18, 1945: 


Mercer Hospital, care and ambulance 12. 60 
\Irs. Grace Herbert. nurse 72 hours’ duty 63. 00 
June 14, 1945: Miss Edith L. Case, nurse—48 hours’ duty 12. 00 
Sept. 1, 1945: Dr. Irvin Levy 50. 00 
June 11, 1945: W. Seott Tavlor Drug Store, drugs 1. 60 
June 29, 1945: Highstown Engine Co., ambulanes 15. 00 


Aug. 1, 1945: Dr. Maleolm Wallace Carr 10. 00 
Julv 31, 1945: Dr. Jack B. Miller , 10. 00 


June 30—Sept. 20, 1945: 
12 trips, Philadelphia to New York, at $4.66 a round trip oo. 92 
Taxi fares, each trip, at $2.50 0. OO 
\leals > O00 


(et LD. 1945: Dr. Jack RB \] leT ait) th 
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It appears that all of the foregoing expenses were paid by D. Lane Powers Hi 
states that of that amount t sum of $720.12 was received by bim as the proceec 
of an aecident insurance policy which he carried for his daughter 

Phe records of the War Det artment show that the OPA ceiling price of Nix 
Powers’ 1941 Chevrolet coupe immediately prior to the accident was $855, and 
that the car had a salvage value of $325 after the accident \[r. Powers als 

currec towing charges of S22.50 for removing the car trom the seene of the 
aceide The amount of his property damage, therefore, is $552.50 

On July 23, 1945, Mr. Powers filed a claim with the War Department fo1 
ad trative consideration under the act of July 3, 1943 (57 Stat. 872; 31 U.S. ¢ 

3b), in the amount of $992.90 for property damage sustained by ! as the 
result he aecident of J e 10, 1945 It appears that I 
ol lamage by adding to the delivery price of a ne ’ 
seda $1,295.40) the towing éharges which he incurred 1 

omol from the seene of the aecident ($22.50), and al 
t <aly e value of bis damaged automobile ($325 " 3 
supra, W ch is the on statute available to the War Dx partment for the ad 
m strative sett ment of such a claim, does not authorize the approva of a cla 
i ialiage caused by military personnel who were hot acting within the scope of 
their empilovment at ( e such damage occurred After a caref col lera 
tion of Mr. Powers’ claim it was disapproved on August 18, 1945, by the Port 
Judge Advocate, New York Port of Embarkation, Brookivn, N. Y., acting unde1 
ppropriate delegated authority, becaus of the fact tha Line Army hick 

iived in the accident had been taken without authorits by @ali enlisted Mat who 
had drive m & purely perso! al mission entirely unrelated to Government 
b ess bo the pou where the accident oecurred, about 10 miles from the bivouae 
area ;rom W eh the vehicle had been taker \ir. Powers was duly advised of the 
actio ul n disapproving his claim and of his right to appeal therefrom to the 
Secretary of War within 30 davs after the receipt DY him of such notice of dis- 
approva He filed no appea 

| evide nee i = CAS fAITiV estab shes tl nt the collision Al ad the resulting 
dat eto Mr. Powers’ automobile and the personal injuries sustained by Pharma 
cist’s Mate Tavlor and Mrs. Elaine Powers Tavlor were caused solelv bv the 
negligence of ! ted man who was operating the Army vehicle which was 

1 colision wu eaving it parked on the highwav without gehts or 
oUnetr wnais oO al approaching traffic of its presence However, since the 
1 I er nad tat Lhe ve ( witho ita ith rity haa dr ven il ab it 40 miles 
awa rom s bivouse area on a trip which was entirely outside t cope of this 
employment and not in furtherance of anv Government business, there is me 
legal responsib tv on the pal of the | I ited States mn tS sovereign capac tv to 
pay compensation for the property damage and personal injuries which resulted 
; I or tl ted ma 

If, however, in the light of the facts and circumstances in this case, the Congress 
. ad, nevertheles cone! ide LO it rele! for the property) damage istained 
\lr. Powers and for the personal injuries sustained by Elaine Powers 

avior is believed that the awards proposed for their benefit in H. R. 10938 
a! 30 ew i award to Nir. Powers for t he damage caused 
Lo LO41 ( uuld be based not upon the re placement cost of a 
new automo nodel but upon the difference between the estab- 





iobile prior to the accident and its salvage value 
after the accident plus the towing charge for removing it from the 
accide} Accordingly, an award to Mr. Powers for his property damage should 
eXCe l sum of $552.50. As to the personal injuries sustained by Mrs 
Elaine Powers Tavlor, it appears that her injuries did not require hospital treat- 





ment bevond 1 day, that she lost no earnings and suffered no functional dis- 
abilitv as a result of the aeccider However, according to the medical evidence 
she sustained a permanent facial disfigurement of a mild nature as a result of the 
lacerated wounds and scratches received by her, and no doubt she underwent 
consideral pain and suffering because of the injuries to her face, mouth, and 
teeth 4 of her me lical and hospi al expenses appear to have been covered by 
insurance except the sum of $117 In view of these facts it is believed that an 
award to Mrs. Tavlor in the amount of $2,117 ($117 for medical and hospital 
expens ot yvered by insurance 1 $2,000 for personal injuries, pain, and 
suffer and facial disfigurement) would constitute a fair and reasonable settle- 
ment of a aims by her against the United States for the damages sustained 
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With regard to Monroe W. Taylor, it appears that at of the a 








! 
f his result persons: I \ ( ithorized 4 1a 1 
jury wi sustained whi nm line ¢ lu as an Liste m { 1 Sta 
Navy. If the injuries sustained by him in this accider ir 
abilit is provided | he act of March 20, 1933 (48 Stat > ( S. | (03 
amended, and Veterans Regulations 1 (a), part I, as ame ! ited pul 
iant thereto, Mr. Tavlor would be entitled to a pension therefor purpo 
of wl at and of said regulations, as amended, is to ] ) ‘ n 
former soldiers and sailors for disabilities caused by pers rie taine 
while ir e of dutv. Consequently, the granting « awn rd | t 
Monroe W. Taylor for the personal injuries sustained by 1e1 
would be discriminatorv in that it would grant a spe 
is denied to former soldiers and sailors in other cases ere the fa are 
and there are no facts present in this case which would warra 
claimant for preferential treatment over other claimar 


Accordingly, the War Department is opposed to the enact H. |] OU 
insofar as it would grant an award to Monroe W. Taylor 





If this bill is favorabiv considered, it is recommended 
the bill be amended to read as follows: 
4 ILL } I i j 
/ j acts j , , WT Pp : 
America in Congress assembl Chat the Secretar | 
hereby, authorized and directed to pay, ou d Preasur 
otherwise appropriated, to 1). Lane Powers, of Trento “New Jersev. the 11 
of $552 in full settlement of all claims against the United Sta for proper 
damaged sus ed by him as a result of a collis be ee! ind a 
Army vehicle parked at night without lights on State Highw: Numbered 33 
» Mer J ( Ii 10. 1945. a j 
im of $2.117 ls 
rop i 
: f 
.W YY ner ’ ’ 








i l a \ 

] wv contract to the cor I \ vithstanding \ i 
the provisic of this Act shall be deemed 
convietion thereof shall be fined in any sum not « 51,000 

Sines I Arm VEC le ( eda i LHIs ack j 1 
authori and used | mm « a personal missit 1 ( 
and tl faAmMage re i ereirom cannot be sa ed ( 
oldier I wting wit! t hye cope of his offices r ¢ 
meal of the Federal Tort ¢ ms Act of A 2,19 ; Law 6 79 
Cong.), and, consequently, these claimants have no right I r damages fron 
the United States under the provisions of said act TI iethod by w 
they may seck compensation is through a private relief b Congress 

A similar H. R. 6063, for the relief of these claima is introduced 
the Seventy ith Congress The chairman, Committee on Claims, House o 
Representatives, requested the War Department to submit a report thereor \ 
report on said bill, similar to the report herein made on H. R. 1093, was submitted 
to the Bureau of the Budget on July 1, 1946, with the request that the War De- 
partment be advised as to whether there was any objection to t LDMIssio ri 


i 
said report. The Office of the Bureau of the Budget in a letter to the War De- 
partment, dated October 8, 1946, concerning the proposed report on this 


lator 1 

" I am authorized by the Director of the Burea f ft Bud 
advise you that, in view of the provisions of the Legislative Reorganizat \ 
of 1946 relating to private relief bills (see. 131) and providing rity f 
adjudication of tort claims accruing on or after January 1, 1945 's. 401-424 
inclusive , & Special act, such as proposed in this case, wo I pp pt 
priate , 

sincerely your 
Ror re 
s W 
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AMEN®SING THE LEGISLATIVE REORGANIZATION ACT OF 1946 
O OVIDE FOR MORE EFFECTIVE EVALUATION OF THE FISCAL 
Ki REMENTS OF THE EXECUTIVE AGENCIES OF THE GOVERN- 
“ME! OF THE UNITED STATES 


uLY 25 (legislative day, JuLty 24), 1951.—Ordered to be printed 


Mr. McC.euian, from the Committee on Expenditures in the 
Executive Departments, submitted the following 


REPORT 
{To accompany 8. 913] 


The Committee on Expenditures in the Executive Departments 
to whom was referred the bill (S. 913) to amend the Legislative Reor 
ganization Act of 1946 to provide for more effective evaluation of 
the fiscal requirements of the executive agencies of the Government of 
the United States, having considered the same, report favorably 
thereon, with an amendment, and recommend that the bill do pass 

The amendment is in the nature of a substitute. 


PURPOSE 


The primary purpose of the bill is to provide the Congress with thy 
necessary tools with which to exercise adequate controls over the 
expenditure of public funds by the executive branch of the Govern 
ment. It would equip the Congress so that it can more adequately 
meet its responsibilities to the public, in connection with the appro 
priation of the necessary funds for the essential needs of the Federal! 
Government, as provided under the Constitution. 

This is an issue that the Congress must face squarely. The prob- 
lem has become so enormous that new machinery is needed to meet 
the increasing burden of the Congress if it is properly to exercise its tre 
mendous responsibilities under the stress of current national emer 
gencies. 

The objectives of S. 913 are directed toward providing the sam 
kind of joint expert staff facilities and detailed technical information 
for the appropriations and expenditures committees of the Congress 
as has been provided for a quarter of a century for the revenue com- 
mittees, through the Joint Committee on Internal Revenue Taxation 


&S6SS8—51——1 
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There is no question as to the value and importance of the service now 
being rendered by the latter committee with its able staff to the Com- 
mittees on Ways and Means and Finance of the House and Senate. 
The proposed Joint Committee on the Budget must cover a much 
broader field, including the details of program operations, review the 
actual administration of authorized functions, and compile reports for 
the information of members of the Appropriations Committees. The 
importance of providing this type of service for the committees deal- 
ing with the expenditure of public funds is emphasized by the scope 
of the problems involved. 

5. 913 represents months of careful study on the part of the Com- 
mittee on Expenditures in the Executive Departments to evolve some 
method by which the congressional fiscal structure can be improved 
in order that the legislative branch may assume its rightful position 
in reaching vital decisions affecting the future of the Nation. Con- 
fronted with imposing and increasing threats to the national economy 
because of ever-mounting spending pressures both from internal 
sources and from abroad, it is essential that the Congress delay no 
longer in meeting this issue head-on, and solving the problem before 
it is too late. This committee believes that S. 913 offers at least an 
approach to the solution of these problems in that the legislative 
branch would be definitely provided with the equipment to permit it 
to examine carefully every item of expenditure so that appropriations 
may be limited to only as much, and no more than, is actually neces- 
sary to provide the minimum funds essential to successful operation 
of the Government. 

The Congress at present labors under a tremendous disadvantage in 
that its Appropriations Committees, vested with the functions of 
examining and passing upon budget requests for Federal expenditures, 
are not adequately staffed or equipped to handle this tremendous task. 
This disadvantage is not attributable in any sense to lack of interest or 
an earnest desire on the part of the members of the Appropriations 
Committees to examine carefully all budget items and to effect 
economies whenever and wherever possible. The defect is the lack 
of adequate staff facilities to develop the necessary detailed informa- 
tion. It is impossible for members of these committees to examine 
properly the thousands of items presented in the budget, or to deter- 
mine the real justifications for the funds requested. 

Requests for funds come from the executive branch. The witnesses 
who appear before the committees represent exclusively the point of 
view of that branch of the Government. It is their inherent re- 
sponsibility to support all budget items and requests under the direc- 
tion of the President. In addition, they have a personal and official 
interest in demonstrating that the requested amounts are necessary 
for the essential functions of their particular department or agency. 
Testimony submitted to these committees is, therefore, ex parte in 
character, and no witness usually appears on behalf of the legislative 
branch of the Government or to protect the interests of the public. 
The committee members receive little or no advice or counsel regarding 
the merits or lack of merits of the appropriations being sought, 
either as to the purpose for which they will be expended or the amounts 
of money required. In view of other tremendously heavy legislative 
responsibilities, the members of these committees do not have the 
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time personally to study each item of the budget and to get the facts 
and information necessary to pass accurate judgment. Nor do they 
have adequate means of obtaining guidance and assistance to enable 
them to perform the vital functions expected of them. The result 
is that many millions of dollars have been appropriated in excess of 
the actual requirements and needs to properly carry on the functions 
of the Federal Government. Those excesses have made worse the 
recurring large deficits which must be passed on in the form of new 
taxes to the already overburdened taxpayers, and unless stopped may 
eventually lead to national bankruptcy. 

That the Congress is aware of the seriousness of this situation is 
evidenced by the fact that it has already acknowledged the need for 
exercising more effective controls over the purse strings, through the 
enactment of section 138 of the Legislative Reorganization Act of 
1946, which was conceived with a view to improving and modernizing 
congressional procedure in the consideration of the executive budget 
This meritorious and well-intentioned effort on the part of the Con- 
gress, although failing to attain the objective for which it was created, 
has served a useful purpose in pointing up the essential need for finding 
a workable substitute. 

It is the view of this committee that the proposed Joint Committee 
on the Budget, which would be created under the provisions of 5S. 
913, would permit of a sounder and more effective approach to this 
problem. 

MAJOR PROVISIONS OF 8. 913 


This bill would establish a Joint Committee on the Budget, com- 
posed of 18 Members of Congress, 10 from the Appropriations Com- 
mittees of the House and Senate and 8 from the Committees on 
Expenditures, which would be authorized to employ such staff as it 
may find necessary to assist the Appropriations Committees in per- 
forming functions vested in them for providing funds for the essential 
operations of the Federal Government. 

The proposed joint committee would be assigned several major 
duties, performing a similar service for the legislative branch as the 
present Bureau of the Budget now performs for the President and 
paralleling, as to expenditures, the functions performed by the Joint 
Committee on Internal Revenue Taxation in the revenue field. It 
would be required to inform itself on all aspects of the annual budget 
of the agencies of the Government, to examine expenditure reports, 
and to investigate the details of Federal operations in order that the 
Appropriations Committees might be provided with detailed informa- 
tion concerning each item in the budget and the justifications there- 
for. It would also be required to fully utilize information emanating 
from the Jomt Committee on Internal Revenue Taxation and all 
other sources as to estimated revenues and changing ore condi- 
tions, in order that a well-considered fiscal program may be devised 
to hold expenditures to the minimum in relation to anticipated Federal 
revenues and consistent with essential requirements of Government 
operations and the national security. 

In addition, the joint committee would be authorized to report on 
and recommend appropriate legislative changes to standing jurisdic- 
tional committees so that they may eliminate wasteful practices and 
correct deviations from programs authorized by the Congress, and to 








4 AMENDING THE LEGISLATIVE REORGANIZATION ACT 


recommend cut-backs in such programs when in the public interest. 
To aid the Committees on Appropriations in determining the action 
necessary to conform to this program, the joint committee is required 
to submit, at the beginning of each regular session of Congress, and 
periodically as deemed necessary, schedules of total estimated costs 
of all programs and projects authorized by the Congress, together 
with estimated costs of such programs and projects during the current, 
succeeding, and subsequent fiscal years where the program extends 
for more than 2 years. 

The bill would authorize the employment of adequate staff personnel 
on a basis of technical and professional fitness, and attempts to insure 
the building up of a permanent qualified staff to insure that efficient 
service will be rendered to the Congress on a continuing basis. 

Section 2 provides that all committees reporting legislation author- 
izing appropriations must include in their reports estimates as to the 
initial cost of the project or programs and its continuing cost over the 
succeeding 5 years. 

Section 3 of the bill authorizes the Joint Committee to recommend 
joint hearings by the Appropriations Committees and subcommittees 
thereof. in the interest of expediting action on appropriation measures. 
This would insure conservation of the time and energy of the members 
of these committees and administrative officials of the Government, 
without in any way interfering with the independence of separate 
committee deliberations and decisions. Such joint hearings have been 
very successful in various State governments, notably in Massa- 
chusetts, as indicated by Senator Saltonstall when he appeared before 
the committee on June 11, 1951. 


Joint hearings before Appropriations Committees 

In connection with joint hearings provided for in section 3, it merits 
mention that considerations of time have proved to be one of the two 
major stumbling blocks of the omnibus appropriation bill approach 
which was abandoned this year in the House of Representatives after 
a single year of trial. Joint hearings would greatly ease that timing 
problem, because members of the subcommittees of the Senate 
Appropriations Committee would participate at early dates each year 
in the joint hearings with their opposite members in the House of 
Representatives. Hence the Senate would be prepared to act almost 
immediately on the many appropriation items which are frequently 
subjected to little or no change as reported and as passed by the 
House of Representatives. Further hearings would presumably be 
limited to those appropriation items where Senate Appropriations 
subcommittees felt additional information is needed because of sub- 
stantial cuts in proposed appropriations as finally voted in the House 
of Representatives. 

Manifestly such savings of time would be of great practical value. 
They should prove to be persuasive elements in stimulating the 
inereased use of joint hearings even though section 3 of the bill recom- 
mends such hearings on an entirely optional basis so as not to invade 
the rights and prerogatives of either House. This advantage should 
be of special interest to the many Senators and Representatives who 
hold the omnibus appropriation bill approach in high favor. 

In order to indicate the general background with respect to the 
proposed joint hearings, the membership and party affiliation of the 
subcommittees of the House and Senate Appropriations Committees 


Re TT 


ARI, CT 
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are set forth below in opposite columns in the following table. The 
designation D stands for Democrat; R for Republican; capital X 
for ex officio members participating in the consideration of all appro- 
priation items referred to the Senate subcommittees; and a small x 
for ex officio members participating only on designated subjects. 


House Appropriations Committee 


Full committee: 50 members____....___._------ mS 30 D and 20 R. 

Subcommittees: 
1. Agriculture t D and 2 R. 
2. Armed Services 5 D and 3 R. 
3. Deficiencies and Army Civil Functions 3 D and 2 R. 
t. District of Columbia t D and 2 R. 
5. Independent Offices 5 Dand3 R 
6. Interior 5 D and 2 R. 
7. Labor and Federal Security 5 D and 3 R. 
8. State, Justice, Commerce, and Judiciary 5 Dand2 R 
9. Treasury and Post Office - 5 D and 3 R. 

Special subcommittees: 
1. ECA a ae . { Dand 2 R 
2. Legislative Oe Nee Sete { Dand2R 


Senate Appropriations Committee 


Full committee: 21 members 


Subcommittees: 
1. Agriculture, Department of- 6 D an 


14 Rand 3 X. 
2. Armed Services 8 D and 7 R and 3 X. 
3. Army Civil Functions 6 D and 5 Rand 3x 
$. District of Columbia 3 D and 2 R and 3 X 
5. Independent Offices 6 Dand 5 Rand 3x 
6. Interior, Department of 6 Dand 5 R 
7. Labor-Federal Security 5 Dand3 R 
8. Departments of State, Justice, Commerce, and 6D and4Rand3x 
the Judiciary 
9. Treasury and Post Office 5 Dand 3 R and 3x 
10. Deficiencies : Full committe 
11. Legislative 3 D and 2 R 
HEARINGS 
Hearings were held on S. 913 on May 15, 16, and 17, 1951, at which 


all witnesses, representing the Congress, State taxpayers associations 
from all sections of the country, the American Institute of Accountants, 
National Association of Manufacturers, and various other groups, 
strongly supported the objectives of the bill, although there were 
some differences as to the detailed provisions of such proposed 
legislation. 

Following these hearings, the committee also held extensive hear- 
ings on proposed amendments to the Legislative Reorganization Act 
of 1946, in carrying out its functions to evaluate the effects of laws 
enacted to reorganize the legislative branch. At these subsequent 
hearings numerous witnesses urged that immediate steps be taken by 
the Congress to improve its fisc ‘al controls. Typical of the statements 
made in connection with this pending proposal is the following extract 
quoted from the testimony of Mr. Carter W. Atkins, executive 
director of the Connecticut Public Expenditure Council, who appeared 
before the committee on June 13, 1951: 


My own recommendation is that we forget about revising the legislative budget 
and concentrate our energies in the direction proposed by you 


ir committee chair- 
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man in S$. 913, which provides for the Joint Committee on the Budget. * * * 
Control of Federal finances will only be achieved by constant and continuous 
attention to the problem by the most competent professional and technical staff 
obtainable, working under conditions which favor their retention in office regard- 
less of what party is in power. We need a joint committee to control Federal 
spending as much as we need the presently highly regarded Joint Committee on 
Internal Revenue Taxation, and we need a staff qualified to do the job the com- 
mittee is authorized to perform. A few days of frantic effort in the early days 
of the Congress and a half-hearted declaration of congressional intent, as ex- 
pressed in a resolution adopting the legislative budget, are no substitute for good, 
hard, continuous work by an interested committee backed by highly able staff 
work I do not, therefore, recommend that the legislative budget be resusci 
tated, but rather suggest that this is one sleeping dog that should be allowed to 
rest in peace, and permanently. 


Mr. Frederick J. Lawton, Director of the Bureau of the Budget, in 
testify ing before the committee on Mav 17, 1951, pointed up the fact 
that the tremendous increase in the size and scope of the Federal 
budget during recent vears has produced entirely new and challenging 
problems for the Congress, and that the rapid growth of the Federal 
budget to where it now approximates 25 percent of our national 
income makes it one of the most significant factors in the economic and 
social life of the Nation. Mr. Lawton stated that the problem the 
Congress faces in attempting to come to eTIps more realistically with 
the Government’s financial program is twofold: 

First, there is the problem of identifying and agreeing in Congress on the kind 
and amount of essential information needed to evaluate both the budget as a whole 


and its tho sands of components; and sec md, there is the problem of providing 
within the Congress itself the kind of structure that can make the fullest and most 
effective use of this information * * *, 

The major determinant in any budget is not how much money is needed to run 
a given activity efficient] It is rather a determination on whether the activities 
should be conducted at all and, if so, at what level. Yet decisions on individual 


activities must be made in the light of a host of faectors—the expenditure and 
revenue outlook, economic conditions, provisions of existing law, and many others 


In commenting specifically as regards the purposes of S. 913, Mr. 
Lawton concluded- 


A Joint Committee on the Budget, with the broad job just outlined would not 
duplicate the present work of the Appropriations Committees on the appro- 
priation requests placed before them, but would instead provide Congress with a 
superior review of the whole budget situation. Such a joint committee might also 
be of further assistance to the Congress in dealing with such matters as determining 
the format of the budget, which would be most helpful to Congress in acting 
thereon, reviewing the many types of appropriations now found in our appropria- 
tion structure and providing for a simplification thereof, arriving (cooperatively 
with the executive branch) at a simple system of “scorekeeping’’ on appropriations 
and other expenditure authorizations, coordinating and digesting for the Congress 
the many matters pertaining to Government finance and spending that come to it 
from many sources, and generally assisting the Congress to get on top and stay 
on top of the budget. 


PAST EFFORTS TO TIGHTEN FISCAL CONTROLS 


This proposed legislation would continue the many efforts of the 
Congress during the past three decades to develop more adequate 
fiscal controls over Federal spending. Among the first of these was 
the Budget and Accounting Act of 1921, which established the same 
kind of executive budget in the Federal Government as had been 
successfully developed in State and local governments. That statute 
reflected a fairly rapidly expanding pattern of Federal activities, for 
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those ds ays, which had been subje cted to the heavy Vv stresses and strains, 
financial and otherwise, during and after World War I. 

Among the basic changes since the 1921 enactment of a national 
budget system was the transfer of an expanded Bureau of the Budget 
to the Executive Office of the President under the Reorganization Act 
of 1989. Subsequent vears brought various fiscal problems, notably 
the recurring deficits in the Federal budget, particularly during the 
vears of World War Il. The Employment Act of 1946, with its 
accompanying creation of a new Council of Economic Advisers im- 
mediately under the President, started to weave studies of national 
economic development and trends into annual budget deliberations. 
More recently various fundamental aspects of the 1921 budget law 
were supplemented and modernized by the Budget and Accounting 
Procedures Act of 1950, which promotes better coordination of Federa 
accounting and fiscal procedures. 

Committee on the legislative budget 

A vital need now exists for a congressional counterpart of Executiy 
budgeting providing for better congressional analysis and consideration 
of the appropriations which are proposed in the annual Executive 
budget. Section 138 of the Legislative Reorganization Act of 1946 
made an unsuccessful effort to tighten congressional control of the 
purse strings. It created a joint committee, representative of the 
four taxing and spending committees of the two Houses of Congress 
and directed that committee (@) to compare the estimated total 
receipts and the total expenditures proposed in the budget for the 
ensuing vear, and (6) to recommend a ceiling on total expenditures 
to serve as a control on the total amount of appropriations, in line 
with what the Nation can afford to spend. Although every competent 
authority agrees that the purpose of this provision is eminently desir 
able, it proved unworkable in both the Eightieth and Eighty-first 
Congresses. This failure is undoubtedly due in part to the cumber- 
some committee set-up involved, and to the lack of necessary staff 
To help solve this problem in considerable degree, 5. 913 proposes 
what this committee believes to be a more practical and workable 
solution. 

Eerpe rience with omnibus appropriation bill 

The Senate adopted a resolution on July 2, 1949, requiring the com- 
bination of the traditionally separate appropriation measures in a 
one-package or omnibus appropriation bill (S. Rept. 616), but the 
House of Representatives declined to report an omnibus bill, because 
of the insistence of its Appropriations Committee that existing powers 
were adequate without statutory change. After a voluntary experi- 
ment on such a basis for the single fiscal year 1951, the House Ap- 
propriations Committee voted to return this year to the old proce ‘dure 
of reporting separate appropriation bills. A new resolution which 
would restore the omnibus appropriation bill has been introduced in 
the present Congress by Senator Byrd, with 47 other Senators as 
cosponsors (S. Con. Res. 27), and is now pending before the Senate 
Committee on Rules and Administration. 

‘Two factors were predominant in the congressional attitude toward 
the omnibus appropriation bill. One was the serious delay in passage 
caused by the fact that the Senate was prevented from starting work 








8 AMENDING THE LEGISLATIVE REORGANIZATION ACT 


on the many appropriation items until all of them, controversial and 
noncontroversial alike, were passed by the House. The other was 
that an omnibus appropriation bill lends itself to the addition of 
legislative riders. As a practical matter, the President cannot veto 
those riders which he deems objectionable unless he is willing to veto 
the whole omnibus bill and risk financial chaos for the Federal Govern- 
ment. To meet this objection three members of the Senate Com- 
mittee on Rules and Administration formulated S. 2161, a partial 
item veto bill, which was introduced on June 29, 1949, and referred 
to the Committee on Expenditures in the Executive Departments. 
The bill was never reported because of doubtful constitutionality. 
Under the provisions of S. 2161, the President would have been 
authorized to veto all or parts of the appropriation bill passed by the 
Congress, but insofar as any vetoed amounts were reappropriated 
by the Congress, restored items could not have been again vetoed 
by the P reside ‘nt. 

Percentage cuts in appropriations 

Other recent fiscal proposals which have had serious consideration 
in the Senate include Senate Joint Resolution 108, reported favorably 
by this committee in the Eighty-first Congress (S. Rept. 498), which 
combined the features of three pending resolutions, in an effort to 
bring about a more nearly balanced budget. It would have required 
the President to make an over-all reduction of not less than 5 percent 
nor more than 10 percent in the total amount of appropriations 
which he had recommended for the fiscal year 1950. Despite vigorous 
efforts on the Senate floor, this proposal made no progress. It was, 
therefore, added as a rider to an appropriation bill which failed by a 
narrow margin to receive the necessary two-thirds majority under 
Senate rules, after a point of order had been raised. 

A similar across-the-board cut was adopted, however, in the General 
Appropriation Act of 1951, approved September 6, 1950, which re 
quired that an over-all cut of $550 million be made in the ‘‘appropria- 
tions, reappropriations, contract authorizations, and reauthorizations 
made by this act for departments and agencies in the executive branch 
of the Government * * * without impairing national defense.” 
Kfforts toward a flat percentage cut in proposed 1952 appropriations 
are now being pressed with vigor in the Senate in connection with 
pending bills 

This flat percentage cut type of legislative requirement is an ac- 
knowledge ta nt on the part of the Congress that it does not have the 
necessary facts adequately to direct specifically indicated economies 
in Government spending. Flat cuts are always subjected to criticism 
on the grounds that the Congress has a responsibility to vote definite 
reductions in individually proposed appropriation items. It is also 
coutended that the flat percentage cut adversely and improperly affects 
in the same degree two entirely different kinds of agencies: (a) Those 
whose officials are conducting constructive and useful activities in 
efficient, economical fashion, as against (6) those which are making 
no efforts to do a good job, and which in some instances have even 
managed so to pad their budgets that a percentage cut will only reduce 
them to about the amount they had hoped in the first place to have 
available for expenditure. 
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Alternate baianced budget 

Another fiscal proposal of basic importance was made in Senate 
Joint Resolution 131 of September 23, 1949, which would have 
required the President to submit an alternate balanced budget along 
with his recular budget to provide for the following fiscal Vvear L951. 
When Senate Joint Resolution 131 made no progress, it was proposed 
in substance as a rider to H. R. 1689, the Executive Pay Raise Act 
of 1949, and was accepted as such by the Senate. It later was stricken 
in conference. 

The committee in approving 8. 913, also adopted, by a majority 
vote, an amendment providing for annual submission by the President 


of an alternate balanced budget. The latter budget would parallel 
the regular budget which the President is required to submit at the 
beginning of each session of the — ss. While a majority of 
the committee endorsed this proposal | ‘xecutive session, the com- 
mittee preferred that its iis he the Congress be kep 
separate from the other aspects of S. 913 

An annual alternate balanced budget would bring to Congress for 
the first time a picture of the detailed and Varying cuts in appropria- 
tions all along the line, including program cut-backs, which the 


1 


President believes would be necessary to accomplish the over-all 
reduction required to eliminate a budget deficit. Congress would 
thereby be equipp ed for the first time with definite knowledge of th 
detailed reductions necessary to avoid the deficit maptiels, im the 
regular executive budget which is being submitted at the same tim 
Moreover, Congress will also be informed in a general way as to what 
detailed cuts it is to be expected the President must make even 
should it decide on an over-all cut which stops short of full budget 
balancing. This procedure would be a great improvement over a flat 
percentage cut, across the board, since Congress would then be able 
to make a more informed decision about the degree of over-all reduc- 
tion that would be required to balance the budget or determine the 
need for retaining certain Federal programs under deficit spending 
Elimination of duplicating budgetary practice and procedure 

Another fiscal statute of general significance of last year starts to 
eliminate the criticism by the Hoover Commission that the present 
‘jungle of detailed provisions (in) the language of some appropriation 
items (is) susceptible of more or less uniform treatment in codified 
form.”’ A new act (Public Law 830) removes much of the ‘jungle’ 
by permitting the elimination from appropriation bills of many useless 
duplicating phrases now required. Closely related to this improve- 
ment is the extended title II] of the Budget and Accounting Procedures 
Act of 1950, which repealed 106 detailed provisions of existing law 
dealing with budgetary practice and procedure and the expenditure 
of appropriated funds, 


IMMENSITY OF FEDERAL BUDGE! 


Few people realize the immensity of the Fede idget, and hence 
the great task of proper congressional determination of agency require- 
ments throughout the executive branch so that proper budget allow- 


ances may be made. To indicate the tremendous role which the 


86888—51——-2 








10 AMENDING THE LEGISLATIVE REORGANIZATION ACT 


Federal budget plays in national affairs, the two following charts have 
been prepared comparing the Federal Government, with the eight 
largest United States business corporations, in point of income, and 
in point of the number of persons employed. It should be emphasized 
that the activities of each one of these mammoth multi-billion-dollar 
corporations is regarded with considerable awe by the people of 
America, and that the planning activities of the top officials are 
cenerally considered to be very difficult and impressive. 

Chart I, below, lists the income of each of the eight largest business 
corporations in the United States in 1950 or 1951, and then compares 
income of all of them with Federal income for 1951. Income rather 
than expenditure figures were used for this comparison in order to 
avoid the problem of those corporation expenditures which are devoted 
to payments to surplus or depreciation funds, and as dividends. 


Cuart I—ImMeNsity oF FepeRAL BupGerT 


U. S. GOVERNMENT HAS TWICE THE TOTAL INCOME OF ALL 8 LARGEST 
UNITED STATES BUSINESS CORPORATIONS 


AMOUNT 


INCOME IN BILLIONS, (1950 or 1951) 
(Billions 


7 







8 Largest U. S. Corporations 


General Motors MME 
American Tel. & Tel. 
Gt. Atlantic & Pacific 
Standard Oil of N. J. 
U. S. Steel 

Sears, Roebuck & Co. 
Swift & Co. 

Chrysler Corp. 
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This comparison demonstrates, as indicated in the title of the 
chart, that the Federal Government is almost exactly twice the 
size in dollar volume, of all eight of the largest business corporations 
in the United States. This almost unbelievable comparison is 
recognized among very few groups in the country. 

Chart Il, below, makes a similar comparison between the Federal 
Government and the same eight mammoth corporations, using this 
time the basis of number of persons employed (both civilian and mili- 
tary, in the case of the United States). Chart II repeats the list of 
eight largest corporations used on chart I. Actually, two of the latter 
corporations might have been replaced by two corporations with 
slightly larger employment, but such a change might be confusing. 
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Cuarr Ll—ImMeENsiry or FeperRAL Bup@et 


U. S. GOVERNMENT HIRES MANY MORE CIVILIANS (AND SOLDIERS TOO 











rHAN THE AME 8 GIANT UNITED STATES ORPORATION 
NO. OF : 
EMPLOYEES : NO. EMPLOYEES IN MILLIONS 
(Millions) : 1° 1) 
2 


8 Largest Corpns. (Same as Chart I): 









1. American Tel. & Tel. 0.60 
2. General Motors 0.47 
3. U. S. Steel 0.29 
4. Chrysler Corpn. 0.12 
5. Gt. Atlantic & Pacific 0.12 
6. Sears, Roebuck & Co. 0.12 
7. Standard Oil of N. J. 0.12 
8. Swift & Co. 0.08 
TOTAL, & LARGEST CORPNS. 1.92 Waa 
vs. ee 
U. S. GOVERNMENT: 
CIVILIAN EMPLOYE=S (1951) 2.39 PLZZ 
MILITARY EMPLOYEES (1951) 3-25 WV La 








Chart I] shows that the eight large business corporations listed, 
taken together, employ only 1.92 million employees, whereas the 
United States Government hires 2.39 million of civilian employees 
alone, and 3.25 million of military employees in addition. 

[t should be emphasized that these two very striking comparisons 
have no relation whatsoever to the question as to whether too much 
money is being spent by the Federal Government, or whether too 
many employees are on the Federal payroll for their appointed tasks. 
Separate analyses and investigations are necessary to throw light on 
these questions. But the charts do give a basis of judging the 
immensity of Federal budget functions and activities, in contrast with 
the collective size of the eight largest American business enterprises 
Congressional budget task 

This immense Federal budget must of course be scrutinized annually 
in detail, and the necessary sppropriaGous must be voted by Congress. 
This difficult legislative task, placed primarily on the shoulders of the 
11 subcommittees of the 2 appropsiations committees, and their 
small staffs, is based on the executive Reais document which the 
President is required to submit at the beginning of each session of 
Congress. The last such document printed in a main volume, and 
an appendix volume, consisted of 1,507 letter-sized pages, most of 
which are crowded with tightly packed tabular material; it omitted 
detailed estimates of military expenditures because they were not 
spelled out in detail until a later submission by the President to the 
Congress. 

TO maintain accounting controls over all the activities involved, 
the Treasury Department alone maintains about 5,000 accounts, 


most of them relating to appropriations for the current fiscal year, 
but some relating to trust accounts, and spec ial deposit accounts 
In addition, the many departments, agencies, b ards, corporations, 


commissions, and other forms of organizations in the United States 
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Government each maintain their separate and detailed accounts 
covering not only the major appropriations, but the allotments, 
apportionments, and other controls which must be maintained under 
the law. 

The extent of the individual transactions which is represented by 
all of this budgeting and accounting is indicated by the fact that about 
300,000,000 checks are issued annually to pay for all goods delivered 
and services rendered to the United States. Each check for goods 
delivered represents a rather long process of original planning, requi- 
sitioning, and purchasing, on through various stages to the issuance 


of a check which the vendor cashes in one of the many banks which 
clear Government checks. 


CONCLUSION 


The committee endorses 5. 913, as amended, and urges its approval 
by the Congress in order to help bring about more effective control of 
the Federal purse. The committee firmly believes that the bill con- 
stitutes a re alistic effort to equip the Appropri iations Committees with 
adequate staff to provide essential information that will enable those 
committees and the ( Congress to arrive at fully informed decisions 
relative to the essential fiscal requirements of the executive agencies of 
the Government. The bill avoids duplications that would be involved 
in providing separate staffs for the two Appropriations Committees. 
Finally, 5. 913, as amended, would stimulate joint hearings on pending 
appropriation measures, without improperly invading the rights and 
prerogatives of the separate Houses of Congress and the Appropriations 
Committees under the Constitution. 

The committee also endorses a provision to require the President 
annually to submit an alternate, balanced budget. Such a provision 
is not, however, included in the bill, as reported, in order that the 
Senate as a whole may make a final determination on this vital matter 
on its merits. By majority vote, the committee agreed to submit 
an amendment to this effect for debate when the bill is brought up on 
the floor of the Senate. A majority of the committee is convinced of 
the merit of this proposal to provide for the submission of an alternate, 
balanced budget. Such a requirement should go far toward supplying 
to the Congress the necessary detailed information which it ought to 
have available, from the administrative point of view, be fore the 
adoption of any proposal for an over-all cut in proposed appropriations 
without full knowledge of the effect such cuts would have on programs 
which had been previously authorized. 


SECTION-BY-SECTION ANALYSIS OF S. 913 


Section 1 (a) repeals section 138 of the Legislative Reorganization 
Act of 1946, and creates a Joint Committee on the Budget composed 
of 18 members, 5 each from the Senate and House Committees on 
Appropriations (3 from the majority party and 2 from the minority 
party), and 4 each from the Committees on Expenditures in the 
Executive Departments (2 from the majority party and 2 from the 
minority party), who are to be chosen by the designated committees. 

Subsection (b) provides that no person may continue to serve after 
he has ceased to be a member of the committee from which he was 
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chosen, but that reelected Members of the House may continue to 
serve as members of the joint committee, notwithstanding the expira- 
tion of the Congress; a vacancy in the joint committee shall not affect 
the powers of the remaining members to effectuate the functions of the 
joint committee, and vacancies are to be filled in the same manner as 
the original selection. In the case of a vacancy during the adjourn- 
ment or recess of Congress for a period of more than 2 weeks, members 
of the joint committee who are members of the committee entitled to 
fill such vacancy may designate a member of such committee to serve 
until a successor is chosen. In the case of a vacancy after the expira- 
tion of a Congress which would be filled by the House committees, 
the members of such committee who are continuing to serve as mem- 
bers of the joint committee may designate a person who, immediately 
prior to such expiration, was a member of such committee and who 
was reelected to the House of Representatives, to serve until a suc- 
cessor is chosen by such committee. 

Subsection (¢) provides that the joint committee shall elect a 
chairman and vice chairman from among its members at the first 
regular meeting of each session. During even-numbered years the 
chairman shall be selected from among the members who are Members 
of the House, and the vice chairman shall be selected from among 
the Members of the Senate. During odd-numbered years the chair- 
man and vice chairman shall be reversely selected from the Senat¢ 
and House, respectively. 

Subsection (d) provides that a majority of the members of each 
House shall constitute a quorum, and that a lesser number as may be 
determined by the joint committee may constitute a subcommittee 
and be authorized to conduct hearings and make investigations. 
Any member of a subcommittee so designated shall constitute a 
quorum for the conduct of any hearing or investige tion, but the con- 
currence of a majority of the members of such suocommittee shall 
be necessary before any report or findings may be submitted to the 
joint committee. 

Subsection (e) sets forth the duties of the joint committee, as 
follows: 

To inform itself on all matters relating to the annual budget of 
the agencies of the Government; to examine reports on all Federal 
operations now required to be submitted to the Congress by law; 
to provide the Committees on Appropriations with such information 
on items contained in the budget, and justifications thereof, as may 
be necessary to enable said committees to give adequate consideration 
thereto; to fully utilize all reports emanating from the executive 
branch of the Government and from the Joint Committee on Internal 
Revenue Taxation relating to estimated revenues and changing eco- 
nomic conditions; and to report to the Appropriations Committees 
its findings with respect to budget estimates and to revisions in appro- 
priations which are required to hold expenditures to the minimum 
consistent with the requirements of Government operations and 
national security; 

(2) To recommend to the appropriate standing committee of the 
House and Senate changes in existing laws which will promote greater 
efficiency and economy in Government; 

(3) To make such reports and recommendations to any standing 
committee of Congress, or any subcommittee thereof, on matters 
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within its jurisdiction relating to deviations from basic legislative 
authorization, to appropriations approved by Congress which are not 
consistent with such basic legislative authorization, or to cut-backs 
in previously authorized programs which require appropriations, as 
may be deemed necessary or advisable, or if requested by any such 
committee or subcommittee; 

(4) To report to the Committees on Appropriations at the beginning 
of each regular session of Congress the total estimated costs of all 
programs and projects authorized by the Congress, together with 
estimated costs of such programs and projects during the current fiscal 
year, the next succeeding fiscal vear, and subsequent fiscal vear 
periods, and to make such interim reports as may be deemed advisable. 

Subsection (f) provides that the joint committee, or any subcom- 
mittee thereof, shall have the power to hold hearings when Congress 
is In session, recess, or adjournment, and to require the attendance of 
witnesses by subpena, to administer oaths, take testimony, and to 
make such expenditures as may be deemed necessary to. carry out its 
functions, within the amount appropriated. Subpenas shall be issued 
under the signature of the chairman or vice chairman and shall be 
served by any person designated by them. Witnesses refusing to 
testify or failing to produce records are subject to penalty under the 
provisions of sections 192-194, title II, United States Code. 

Subsection (g) provides that the joint committee shall employ and 
fix the compensation of the staff director and such other professional, 
technical, clerical and other employees as may be necessary to carry 
out its duties, without regard to political affiliation and solely on the 
cround of fitness to perform the duties to which they may be assigned. 
The services of any such employee may be terminated i the con- 
currence of 11 members of the joint committee. Noe mploy ee shall be 
appointed until the committee has favorably considered data sub- 
mitted by the Federal Bureau of Investigation after its thorough 
investigation as to lovalty and security. 

Subsection (h) provides that the joint committee shall make avail- 
able appropriate members of its staff to assist the staff of the Com- 
mittee on Appropriations of the House, and the several subcommittees 
thereof, during the periods when appropriation bills are pending in 
the House of Representatives; and to assist the staff of the Committee 
on Appropriations of the Senate, and the several subcommittees 
thereof, during the periods when appropriation bills are pending in 
the Senate. At other times the staff shall serve the joint committee 
directly. 

Subsection (i) provides that professional and technical employees 
of the joint committee, upon written authority of the chairman or 
vice chairman, shall have the right to examine the fiscal books and 
other documents and estimates of budget requirements of any agency 
of the Government. 

Subsection (j) requires each agency of the Government to supply 
the joint committee with copies of budgetary requests submitted to 
the Bureau of the Budget which the committee or any subcommittee 
thereof may request, either for regular or supplemental appropriations 
required for each fiscal year, with detailed justifications in support 
thereof. 
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Subsection (k) requires that members of the staff of the Bureau of 
the Budget shall, at the request of the Committees on eae itions, 
or any subcommittees thereof, be assigned to attend executive ses- 
sions of the subcommittee of the Appropriations Committees to 
explain the content and basis of proposed ap propriations 

Subsection (1) defines the broad coverage of the term “agency” 
as used in the bill. 

Subsection (m) nares the app ‘opriation of such sums as may 


be necessary to carry out the purposes of this section Appropria- 
tions for the ‘ xpenses of the ‘ont committee are to be disbursed by 
the Secretary of the Senate upon vouchers signed i the chairman o1 
vice chairman. 

Section 2 would amend section 133 of the Legislative Reorganization 


Act of 1946 by adding a new subsection 7) whicl would requir 
from committees of the Senate or the House shall be accompani 


by reports in writing to include tw such report or any accompany! 


that all bills and ioint resolution authorizing appropriations reported 


document, an estimate from the department or other agency of the 
legislative, executive, or judicial b: anch of the Government of the 
probable cost of carrying out the legislation proposed over the first 
5-Vvear period of its operation, or over the period of its operation if 
such legislation would be effective for less than 5 vears. Such esti 
mates may be submitted to the Bureau of the Budget for review 


Compilations of all such estimates are to be printed semiannually by 
the Appropriations Committees for the information of the Congress. 

Section 3 would amend section 139 of the Legislative Reorganiza- 
tion Act of 1946 by adding a new subsection (e) authorizing the joint 
committee to recommend that jot hearings be held by th Appro 
priations Committees, or subcommittees thereof, without affecting the 


hy 


power of the respective committees or subcommittees to conduet 
separate additional committee hearings, or in any way affecting the 
independence of committee deliberations and decisions The sub- 
section would further provide that the chairman of each joint hearing 
shall be the chairman of the Committee on Appropriations, or of the 
appropriate subcommittee thereof, of the House in which the bill is 
pending at the time of such hearings, and the vice chairman shall be 
of the other body. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule NXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, 
reported, are shown as follows (matter omitted enclosed in brackets, 
new matter printed in italics, existing law in which no change is 
reported shown in roman): 

The Legislative Reorganization Act of 1946, Public Law 601, 
Seventy-ninth Congress, is amended as follows: 


[LEGISLATIVE BUDGET 


[Sec. 138. (a) The Committee on Ways and Means and the Committee 
Appropriations of the House of Representatives, and the Committee 
Finance and the Committee on Appropriations of the Senate, or duly authorized 
subcommittees thereof, are authorized and directed to meet jointly at the begin- 
ning of each regular session of Congress and after study and consultation, givir 
due consideration to the budget recommendations of the President, report to their 
respective Houses a legislative budget for the ensuing fiscal year, including the 


iT) MAiTie 
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estimated over-all Federal receipts and expenditures for such year. Such report 
shall contain a recommendation for the maximum amount to be appropriated for 
expenditure in such year which shall include such an amount to be reserved for 
deficiencies as may be deemed necessary by such committees. If the estimated 
receipts exceed the estimated expenditures, such report shall contain a recom- 
mendation for a reduction in the public debt. Such report shall be made by Feb- 
ruary 15. 

[(b) The report shall be accompanied by a concurrent resolution adopting 
such budget, and fixing the maximum amount to be appropriated for expenditure 
in such year. If the estimated expenditures exceed the estimated receipts, the 
concurrent resolution shall include a section substantially as follows: ‘That 
it is the sense of the Congress that the public debt shall be increased in an amount 
equal to the amount by which the estimated expenditures for the ensuing fiscal 
year exceed the estimated receipts, such amount being $ - 


JOINT COMMITTEE ON THE BUDGET 


SEC. 138. a) There ws here by created a joint &¢ rvice commattes to be k mown as 
the Joint Committee on the Budget (hereinafter in this section called the ‘‘joint com- 
mittee’) and to be composed of eighteen members as follows 

1) Five Members who are members of the Committee on Appropriations of the 
Senate, three from the me yority party and two from the minority party, to be chosen 


by such ¢ »mmittec - and 

2) Five Members who are members of the Committee on Appropriations of the 
House of Representatives, three from the majority party and two from the minority 
party, to be chosen by such committee; and 

(3) Four Members who are members of the Committee on Expenditures in the 
Executive Dé partments of the Senate, two from the majority party and two from the 
minority party, to be chose n by such committee - and 

(4) Four Members who are members of the Committee on Expenditures in the 
Executive Departments of the House of Representatives, two from the majority party 
and two from the minority party, to be chosen by such committee. 

(b) No person shell continue to serve as a member of the joint committee after he 
has ceased to be a member of the committee from which he was chosen, except that 
the members chosen by the Committee on Appropriations and the Committee on 
Expenditures in the Executive Departments of the House of Representatives who 
have been reelected to the House of Representatives may continue lo serve as members 
of the joint committee notwithstanding the expiration of the Congress. A vacancy 
in the joint committee shall not affect the power of the remaining members to execute 
the functions of the joint committee, and shall be filled in the same manner as the 
original selection, except that (1) in case of a vacancy during an adjournment or 
recess of Congress for a period of more than two weeks, the members of the joint com- 
mittee who are members of the committee entitled to fill such vacancy may designate 


a member of such committee to serve until his successor is chosen by such commuter 
,\ 


in the case of a vacancy after the expiration of a Congress which would he 
filled from the Committee on Appropriations or the Committee on Expenditures in 
the Executive Departments of the House of Representatives, the members of such com- 
mittee who are continuing to serve as members of the joint committee, may designate 
a person who, immediately prior to such expiration, was a member of such committee 
and who is reelected to the House f Representatives, to serve until his successor is 
chosen by such committee. 


and 


c) The joint committee shall elect a chairman and vice chairman from among its 
members at the first regular meeting of each session: Provided, however, That during 
even years the chairman shall be selected from among the members who are Members of 
the House of Representatives and the vice chairman shall be selected from among the 
members who are Members of the Senate, and during odd years the chairman shall be 
selected from among the members who are Members of the Senate and the vice chairman 
shall be selected from among the members who are Members of the House of PRepre- 
S¢ ntatrive Ss 

d) A majority of the Members of each House who are members of the joint com- 
mittee shall toqgethe r constitute a quorum for the transaction of business, but a lesesr 
number, as determined by the joint committee, may constitute a subcommittee and be 
authorized to conduct hearings and make investigations. Any member of a subcom- 
mittee so designated shall constitute a quorum for the conduct of any hearing or in- 
vestigation, but the concurrence of a majority of the members of such subcommittee 
shall be necessary before any report or findings may be submitted to the joint committee. 
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(e) It shall be the duty of the joint committe 

(1) (A) to inform itself on all matters relating to the annual budget of the 
agencies of the United States Government, including analytical, investigative, 
audit, and other reports on Federal operations prepared by the General Account- 
ing Office pursuant to section 312 of the Budget and Accounting Act, 1921, the 
Government Corporation Control Act, and section 206 of the Legislative Reorgan- 
ization Act of 1946, and by other Federal agencies; (B) to provide the Committee 
on Appropriations of the House of Representatives and the Committee on Appro- 
priations of the Senate with such information on items contained in such budget, 
and the juotifications submitted in support thereof, as may be necessary to enable 
said committees to give adequate consideration thereto; (C) to consider the Presi 
dent’s messages on the state of the Union and the Economic Report, to consider 
all information relating to estimated revenues, including revenue estimates of 
the Department of the Treasury and the Joint Committee on Internal Revenue 
Taxation, to consider essential programs, and to consider changing economic 
conditions; and (D) to report to the Appropriations Committees of the House of 
Representatives and the Senate its findings with respect to budget estimates and 
revisions in appropriations required to hold expenditures to the minimum 
consistent with the re quirements of Government operations and national security: 

(2) to recommend to the appropriate standing committees of the House of 
Re presentalives and the Senate such changes in existing laws as may effect 
greater efficiency and economy in government; 

3) to make such reports and recommendations to any standing committee of 
either House of Congre ss or any subcommittee thereof on matters within the J iri ¢- 
diction of such standing committee relating to deviations from basic legislative 
authorization, or to appropriations approved by Congress which are not con- 
sistent with such basic legislative authorization, or to cut-backs in previously 
authorized programs which require appropriations, as may be deemed necessary 
or advisable by the joint committee, or as may be requested by any standing com- 
mittee of either House of Congress or by any subcommittee thereof; 

,) to report to the Committees on Appropriations of the House of Repre- 


sentatives and the Senate at the beginning of each regular session of the Congress 
the total estimated costs of all programs and projects authorized by the Congress, 
toge ther with estimated costs of such programs and project during the fisca ear 


under way, the ensuing fiscal year, and subsequent fiscal years, and to make sucl 
interim reports as may be deemed advisable. 


f) The joint committee, or any subcommittee thereof, shall have power to hold 
hearinas and to sit and act anywhere within or without the Dist taf Columbia whether 
the Conare SS 78 27) SESSlOM OT has ad ourned or 18 tm recess: to require y ibpe na o 
otherwis the atte ndance of witnesses and the p oduction of hor papers, and dor 


ments: to administer oaths: to take testimony: to have printing and bindina done: ar 


to make such ex pe nditures as it deems necessary to ca y oul its functions witt 
amount appropriate 1 the efor Subpenas shall be issued unde the signature of th 
chairman or vice chairman of the committee and shall be served by any person desiaq- 
nated hy them The provisions of sections 102 to 104, inclusive, of the Revised 
Statutes (U.S. C., title 2, secs. 192-194) shall apply in the case of any faiiure of ar 
witness to comply with any subpena or to testify when summoned under authority 
th Ik section. 

qd The joint committee shall, without re gard lo the civil-service rws or the Classifi 
tion Act of 1949, as amended. employ and fir the compensatior of a st iff ary to 


and such other professional, te chnical, clerical, and other employees, temporary o 
permane nt, as may he necessary to carry out the duties of the joint committee, and a 
/# 


such emplouvees shall be appointed without regard to political affilration and solely 


on the ground of fitness to perform the duties to which they may be assiqned: Provided, 


however, That the services of any such employee may he terminated by the concurrence 
of eleven members of the joint committee. Vo person shall be employed by the joint 
committee until it has favorably considered the data submitted after a thorough ir 
vestigation as to loyalty and security by the Federal Rureau of Investiaaticn. 

(h) The joint committee shall, spon request, assign membé of its staff (1) to ass 
the staf] of the Commitlee on Lp} opriat ons of the House of Pepresentatives and ft 
seve ral suby ommittees the ‘eof lurina the pe riods phen appropriation Ss are pen ng 
in the House of Pepresentatives, and (2) to assist the staff of the Commiitee on Appro 
priations of the Senate and the several subcommittees thereof d na the pe ods aher 
appropriairon hills are pe nding in the Senate At other time t} < afi of the jo 
committee shall serve the jornt comm«uttes d rectly. 

\2 Professional and technical « mplouees of the joint commit ¢, upon thre or tt 


autho 4 of the chai man ort e cha man, sha have he ahi? eéramine ti 
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books, documents, papers, reports, and estimates of budget requirements, of any 
agency of the United States Government within or without the District of Columbia. 

(7) It shall be the duty of each agency of the Government to supply to the joint 
committee any copies of any budgetary request submitted to the Bureau of the Budget 
which the joint committee or any subc ommeiites thereof may request, either for regular or 
supple mental appropriations required for each fisc al year, with the detailed justifica- 
tions in support thereof. 

(k) Qualified members of the staff of the Bureau of the Budget shall, at the request 
of the Committee on Appropriations of the House of Representatives or the Senate, 
or any subcommittees thereof, he assigned to attend erecutive sessions of the subcom- 
mittees of the Appropriations Committees and to explain the content and basis of 
proposed appropriations. 

(1) When used in this section, the term “agency”? means any executive department 
commission, council, independent establishment, Government corporation, board, 
bureau, division, service. offi e, office r, authority, administration, or other establish 
ment, in the executive branch of the Government. Such term includes the Comptroll 
General of the United States and the General Accounting Office, and includes any 
and all parts of the municipal government of the District of Columbia except the courts 
the reot 

(m) There are hereby authorized to be appropriated such sums as may be necessary 
to carry out the purposes of this section. Appropriations for the expenses of the joint 
committee shall be disbursed hy the Secretary of the Senate upon vouchers si qned by 
the chairman or vice chairman. 


COMMITTEE PROCEDURE 


Sec. 133. (a) Each standing committee of the Senate and the House of Repre- 
sentatives (except the Committees on Appropriations) shall fix regular weekly, 
biweekly, or monthly meeting days for the transaction of business before the 
committee, and additional meetings may be called by the chairman as he may 
deem necessary. 

(b) Each such committee shall keep a complete record of all committee action. 
Such record shall include a record of the votes on any question on which a record 
vote is demanded. 

(c) It shall be the duty of the chairman of each such committee to report or 
cause to be reported promptly to the Senate or House of Representatives, as the 
case may be, any measure approved by his committee and to take or cause to be 
taken necessary steps to bring the matter to a vote. 

(d) No measure or recommendation shall be reported from any such committee 
unless a majority of the committee were actually present. 

(e) Each such standing committee shall, so far as practicable, require all 
witnesses appearing before it to file in advance written statements of their proposed 
testimony, and to limit their oral presentations to brief summaries of their argu- 
ment. The staff of each committee shall prepare digests of such statements for 
the use of committee members. 

(f) All hearings conducted by standing committees or their subcommittees 
shall be open to the public, except executive sessions for marking up bills or for 
voting or where the committee by a majority vote orders an executive session. 

(g) (1) All bills and joint resolutions authorizing appropriations reported from 
committees of the Senate or the House of Representatives shall be accompanied by 
reports in writing, which shall be printed; and there shall be included in each such 
report or in an accompanying document an estimate from the department or other 
agency of the legisvative, executive, or judicial branch of the Government primarily 
concerned of the probable cost of carr ying out the legislation proposed in such bill or 
resolution over the first five-year period of its operation or over the period of its opera- 
tion wf such legislation will be effective for less than five years. 

(2) Estimates received from de partme nts or agencies under this subsection may be 
submitted by the committees to the Rureau of the Budget for review, and such reviews, 
when practicable, shall be included in the r+ ports or accompanying documents before 
said hills and jo nt resolutions are vreé ported. 

3) The Appropriations Committees of both Houses shall maintain compilations 
of all such estimates, and semiannually shall print those compilations (together with 
any comment of the Bureau of the Budget) for the information of the Congress. 


Notre.—The above amendment is effective at the beginning of the 
second regular session of the Eighty-second Congress. 


aime 





ae 
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HEARINGS AND REPORTS BY APPROPRIATIONS COMMITTEES 


Sec. 139. (a) No general appropriation bill shall be considered in either House 
unless, prior to the consideration of such bill, printed committee hearings and 
reports on such bill have been available for at least three calendar days for the 
Members of the House in which such bill is to be considered. 

(b) The Committees on Appropriations of the two Houses are authorized and 
directed, acting jointly, to develop a standard appropriation clussification schedule 
which will clearly define in concise and uniform accounts the subtotals of appro- 
priations asked for by agencies in the executive branch of the Government. 
That part of the printed hearings containing each such agency’s request for 
appropriations shall be preceded by such a schedule. 

(c) No general appropriation bill or amendment thereto shall be received or 
considered in either House if it contains a provision reappropriating unexpended 
balances of appropriations; except that this provision shall not apply to appro- 
priations in continuation of appropriations for public works on which work has 
commenced. 

(d) The Appropriations Committees of both Houses are authorized and directed 
to make a study of (1) existing permanent appropriations with a view to limiting 
the number of permanent appropriations and to recommend to their respective 
Houses what permanent appropriations, if any, should be discontinued; and 
(2) the disposition of funds resulting from the sale of Government property or 
services by all departments and agencies in the executive branch of the Govern- 
ment with a view to recommending to their respective Houses a uniform system 
of control with respect to such funds. 

(e) The Joint Committee on the Budget is authorized to recommend that joint 
hearings be held by the Committees on Appropriations of the House of Representatives 
and the Senate, and of subcommittees thereof; but such joint hearings shall not affect 
the power of the respective committees, and of subcommittees thereof, to conduct sepa- 
rate additional committee hearings, and shall not affect the independence of committee 
deliberations and decision. The chairman of each such joint hearing shall be the 
chairman of the Committee on Appropriations, or of the appropriate subcommittee 
thereof, of the House in which the bill is pending at the time of the hearing, and the 
vice chairman shall be the chairman of the Committee on Appropriations of the other 
House, or of the appropriate subcommittee thereof. 
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AUTOMOBILES FOR DISABLED VETERANS 


JuLy 25 (legislative day, Juty 24), 1951.—Ordered to be printe 


LEHMawN, from the Committee on Labor and Public Welfare, 
- submitted the following 


LO 
m 


a REPORT 
{To accompany 5S. 1864] 


The Committee on Labor and Public Welfare, to whom was referred 
Senate bill 1864, having considered the same, report favorably thereon 
without amendment, and recommend that the bill, as reported, do 
pass. 

PURPOSE OF BILL 


The bill authorizes payment by the Administrator of Veterans’ 
Affairs for the purchase of an automobile or other conveyance to certain 
disabled World War II veterans, and to each person who served in the 
active military, naval, or air service of the United States on or after 
June 27, 1950, and prior to such date as shall thereunder be determined 
by Presidential proclamation or concurrent resolution of the Con- 
gress. The sole purpose of this bill is to insure that World War II 
amputee veterans who, for reasons beyond their control, have not had 
an opportunity to avail themselves of the rehabilitation benefits of 
Public Law 798, Eighty-first Congress, should retain that opportunity, 
and that amputee veterans of the present conflict, including that in 
Korea, should have precisely the same benefits as have been available 
to World War II amputee veterans. 


GENERAL STATEMENT 


Public Law 798 of the Eighty-first Congress, the last of a series of 
laws which provided automobiles or other conveyance for disabled 
World War II veterans, expired on June 30, 1951. It is estimated 
that as of this time there are about 320 cases of World War II veterans 
who were unable to obtain the benefits of that law. Approximately 
120 of these cases have been approved, but no money is currently 
available to pay for the purchase of the automobiles. In about 200 
of these cases, the veteran was in the hospital, had not been discharged 
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from the service, and was, therefore, not eligible to file for the bene- 
fits before the law expired. 

The committee believes that the above-mentioned World War II 
veterans should be given an opportunity to qualify for these benefits. 
Accordingly, the present bill provides that World War II veterans 
may file an application for such benefits within 3 years after the 
effective date of this act, or within 3 years after the veteran’s discharge, 
if such discharge occurs after enactment. 

The committee also believes that those persons who served in the 
Armed Forces of the United States between June 27, 1950, and such 
date as may later be prescribed by the President or the Congress, 
should be eligible to receive an automobile or other conveyance under 
the same conditions as were provided for World War II veterans. 


EFFECT OF BILL 


The effect of the bill is to provide an automobile or other convey- 
ance for each veteran of World War II, and to each person who served 
in the active military, naval, or air service of the United States on or 
after June 27, 1950, up to the termination of the present emergency 
as proclaimed by the Presidential proclamation or concurrent resolu- 
tion of the Congress, provided they are entitled to compensation for 
the loss or loss of use of one or both legs at or above the ankle under 
the laws administered by the Veterans’ Administration. 

The bill further provides that no veteran will be given more than 
one automobile or other conveyance and no provision is made for the 
repair, maintenance, or replacement of such automobile or other 
conveyance. No veteran will be eligible to receive an automobile 
under this act until it is established to the satisfaction of the Ad- 
ministrator, under regulations issued by the Administrator, that the 
veteran is licensed by his State or other licensing authority to operate 
the autobobile or other conveyance in a manner consistent with his 
own safety and the safety of others. The Veterans’ Administration 
will pay the total purchase price, if not in excess of $1,600, or the 
amount of $1,600, 1f the total purchase price is in excess of $1,600, 
to the seller from whom the veteran is purchasing under sales agree- 
ment between the seller and the veteran. 

To be eligible for benefits under this act, the veteran would be 
required to make application therefor witbin 3 years after enactment, 
or within 3 years after the date of the veteran’s discharge if such 
discharge occurs after enactment. 


PREVIOUS LAWS ON AUTOMOBILES FOR VETERANS ! 


An appropriation act, Public Law 663, Seventy-ninth Congress, 
dated August 8, 1946, contained the first law giving automobiles to 
certain disabled veterans of World War II. This law was added to 
the appropriation bill as a floor amendment during debate in the 
senate. 

Public Law 161, Eightieth Congress, approved July 3, 1947 
(Emergency Appropriation Act). The House included an item in this 
cee bill continuing the authority and funds provided by 


date $42,675,000 has been appropriated for the purchase of automobiles and other conveyances for 
Ww. orl ia War II veterans, 
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Public Law 663, Seventy-ninth Congress, until June 30, 1948. An 
additional amount of $5,000,000 for automobiles and other convey- 
ances for disabled veterans was appropriated by Public Law 271, 
Kightieth Congress, approved July 30, 1947 (Supplemental Appro- 
priation Act). Public Law 785, Eightieth Congress, approved June 
25, 1948 (Deficiency Appropriation Act), appropriated an additional 
amount of $1,500,000, and Public Law 904, Eightieth Congress, 
approved August 13, 1948 (Supplemental Appropriation Act), appro- 
priated an additional amount of $5,000,000 for the fiscal year ending 
June 30, 1949. Public Law 343, Eighty-first Congress, dated October 
10, 1949 (Deficiency Appropriation Act), extended funds and law 
for automobiles until June 30, 1950. Public Law 798, Eighty-first 
Congress, dated September 21, 1950, authorized the sum of $800,000 
and extended the law for 1 year to June 30, 1951. Public Law 843, 
Eighty-first Congress, dated September 27, 1950 (Supplemental 
Appropriation Act), appropriated an additional amount of $375,000. 


BROADER BENEFITS AND PRESIDENTIAL VETO 


During the Eighty-first Congress, both the Senate and the House 
approved SS: Zito. That bill proposed to provide automobiles for 
certain disabled veterans of World War I and World War II, and 
instead of the qualifying disabilities being limited to ‘‘loss or loss of 
use, of one or both legs at or above the ankle,’ those disabilities were 
extended to cover “loss or loss of use of one or both feet, loss or per- 
manent loss of use of one or both hands and blindness” 

That bill was vetoed by the President. In a strongly worded 
memorandum of disapproval, the President set forth the serious 
inequities inherent in the program contemplated by S. 2115. ‘That 
memorandum of disapproval is set forth in full below: 


MEMORANDUM OF DISAPPROVAI 


I have withheld my approval of 8S. 2115, to authorize payments by the Admin- 
istrator of Veterans’ Affairs on the purchase of automobiles or other conveyances 
by certain disabled veterans, and for other purposes 

The purpose of the enactment is to authorize the payment of not to exceed 
$1,600 on the purchase price of an automobile or other conveyance for any veteran 
of World War I or World War II entitled to compensation under laws admin- 
istered by the Veterans’ Administration for the loss, or loss of use, of one or both 
hands or feet or for defective vision to a prescribed degree. 

The First Supplemental Appropriation Act, 1947, granted a similar benefit for 
each World War II veteran entitled to compensation for loss, or loss of use, of 
one or both legs at or above the ankle, with the requirement that the veteran be 
qualified to operate the convevance. This authority was extended and most of 
the eligible World War II veterans with leg disabilities have already qualified for 
a conveyance under that law. Hence, the primary effect of the present proposal 
on World War II veterans would be to grant a vehicle to those with service- 
connected disabilities of the upper extremities and to those with seriously impaired 
vision. It would also qualify World War I veterans for this benefit for the first 
time. 

Any provision that will assist those veterans who have suffered the most severe 
disabilities as a result of their service naturally commands, and should command, 
our most sympathetic consideration. However, we should not lose sight of the 
basie purpose in fulfilling our primary obligation to veterans disabled in the 
service, which is not only to give them timely help to surmount the physical and 
economic handicaps of their disability, but at the same time to preserve and stress 
the underlying objective of assisting them to be as nearly as possible self-reliant 
and self-sustained members of society. 

A comprehensive program has already been adopted by the Government which 
is based squarely upon the policy of directly assisting the disabled veteran to the 
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maximum extent possible in overcoming his service disability. This consists of 
medical and hospital care, prosthetic appliances, vocational rehabilitation training, 
waiver of insurance premiums during continuous total disability, and liberal rates 
of monthly compensation, including additional amounts for dependents in severe 
cases. Blind veterans may be provided with guide dogs and electrical or mechan- 
ical equipment designed specifically to aid them in overcoming their physical 
handicaps. Moreover, special increased rates of compensation are provided for 
those with certain specific disabilities, such as loss of one or both hands or feet 
or blindness. At the present time, the veterans who would be benefited by 8S, 2115 
receive monthly compensation payments ranging from $97 to $360, with, in most 
instances, extra amounts depending on the number of their dependents. This is, 
of course, in addition to the medical and other services which the ‘y receive, Within 
the last month I have approved legislation, effeetive December 1, 1949, to provide 
a minimum &.7 pereent increase in basic compensation rates for disabled veterans 
This inores se will benefit those veterans receiving compensation on the basis of 
the degree of their disability, which ineludes the great majority of those who 
would be benefited bv the present proposal. 

This proposal would now add to the presently available, sound rehabilitative 
measures the one-time gift of an automobile or other conveyance based on the 
fact that the veteran had lost one or both hands or his vision in the service. The 
original program of automobiles for disabled veterans was intended to provide 
timely rehabilitative assistance to help those veterans readjust to civilian life. 
It was limited to veterans of World War II entitled to compensation for the loss, 
or loss of use, of one or both legs at or above the ankle, who were personally able 
to operate automobiles. T ~ cars were intended to serve the purpose of additional 
prosthetic appliances for the direct use of veterans whose mobility had been 
impaired by injury or loss of lower limbs. Under 8. 2115, the factor of mobility 
would be largely disregarded. Certainly, the gift of an automobile to a blind 
veteran who has no one to drive it for him is, in no sense, a prosthetic appliance. 
Nor is an automobile necessary for the rehabilitation of each and every veteran 
who has lost one or both hands. 5S. 2115 would abandon the principle upen which 
the original program was based. If we abandon sound principles of rehabilitation, 
it is not clear how or where we can stop this progressive e ee of the granting 
of automobiles short of providing one for e very disabled veteran 

The practice of making gifts ‘of special nonmone tars bs. fits, such as automo- 
biles, to a particular group of disabled veterans, leads both to serious inequity and 


to abuse. Under 8S. 2115, for example a veteran who has suffered the loss of a 
hand and who mav be rated as 60 percent or 70 percent disabled would receive 
an automobile, though his mobility may be impaired only slightly, if at all. At 


the same time, a much larger number of veterans rated as high as 100 percent 
disabled but without the specific disabilities covered by this proposal will not 
receive automobiles. These instances of discrimination would not be isolated 
cases. This bill would create wholesale inequities. Of the estimated 9,780 addi- 
tional World War II veterans who could become eligible for free automobiles 
under this bill, the best available data indicate that 40 percent or 3,900 would be 
cases rated as disabled 70 percent or less. Only about 2,700 of those to receive 
this benefit would be rated as 100 percent disabled. On the other hand, there 
would be over 65,000 World War II veterans on the rolls of the Veterans’ Admin- 
istration receiving compensation for 100 percent disability who would be com- 
pletely excluded. The situation with respect to World War I veterans would also 
be similar. This bill would qualify an estimated 5,700 veterans of various degrees 
of disability but would exclude over 25,000 World War I veterans who are rated 
100 percent disabled. It seems obvious that inequities are bound to arise when 
specific gifts are made without references to a distinctive need which is both 
substantial and urgent to those concerned. The step-by-step distribution of such 
gifts to wider and wider groups of veterans would destroy the delicately ma alanced 
disability compensation structure which has been worked out through the years. 

In addition to the inequities mentioned, this measure would lead o ‘aan. 
Many of the veterans eligible under this proposal are unable to drive an auto- 
mobile, and some of these may have no one to drive forthem. Yet, such veterans 
may have a legitimate need for some other aids or conveniences suitable to their 
own individual cases. Their only recourse will be to apply for and receive the 
automobiles and immediately sell them. It is surely unsound public policy to 
give a special group of veterans special gifts so poorly fitted to their requirements 
that many will be forced to sell them in order to use the proceeds for purposes 
better suited to their needs. 

When we move beyond the provision of individually fitted prosthetic appliances 
for disabled veterans into the field of compensation, the sound and equitable 
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method of meeting the needs of disabled veterans is through the provision of a 

carefully considered scale of compensation rates paid in cash on a monthly basis. 

This is our long-tested practice from which I believe we should not depart. 
Accordingly, I am compelled to withhold approval of 8. 2115. 


Harry 8S. TrRuMAN 

Tue Wuite Hovse, 

October 31, 1949. 

The committee concurs with the views expressed by the President 
in the above-quoted statement. The committee has, therefore, confined 
this bill to the same sound standards of rehabilitation which have 
governed this program since its inception for the benefit of World War 
I] veterans. The committee is desirous of a prompt extension of this 
worth-while program to veterans of the Korean campaign, and others 
who will qualify. It is the hope of this committee that this sound and 
necessary bill will be promptly enacted, without the addition of 
inconsistent or controversial provisions which may again incur a 
Presidential veto. 

COST OF BILL 


Because of the indeterminate factors involved, it has been impossibl 
to obtain any worth-while estimate of the costs which would result 
from the enactment of this bill. In view of the uncertain international 
situation, and the undetermined future strength of the armed services, 
as well as the indefinite duration of the period beginning June 27, 
1950, it is, of course, impossible to obtain an accurate forecast of the 
number of persons who might qualify for benefits under this bill. 


O 


WY 
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PROVIDING FOR THE ERADICATION AND CONTROL OF 
HALOGETON GLOMERATUS ON LANDS IN THE UNITED 
STATES, AND FOR OTHER PURPOSES 


Jury 25 (legislative day, Juty 24, 1951).—Ordered to be printed 


Mr. O’Mauoney, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
(To accompany 8. 1041] 


een: ommentate ‘e on Interior and Insular Affairs, to whom was 


Br th Si . 1041, to provide for the eradication and control of 
( 


nous a espec ially Halogeton glomeratus, on range and pas- 
By lands in the several States and Territorie s, and for other purposes, 
having considered the same, report favorably thereon with the follow- 
ing amendments in the nature of a substitute, and with the 


recom- 


mendation that the bill, as amended, do pass: 


That this act may be cited as the ‘“‘Halogeton Glomeratus 

Sec. 2. In order to protect the livestock indust y trom 
poisonous weed Halogeton glomeratus now or hereafter ands 
several States, to provide for the maintenance and development f valuable 
forage plants on range and pasture lands, and to prevent des ion or impair 
ment of range and pasture lands and other lands by the growt spread, 
development of the poisonous weed known as Halogs ; 
the policy of the Federal Government, acting indeper ration 
with the several States and political subdivisions thereof, private associations and 
organizations, and individuals, to control, suppress, and eradi his weed, 
poisonous to livestock, on lands in the several States irresps 


and 
hall be 


i 

Sec. 3. (a) The Sec retary of the Interior with respect to 
jurisdiction, including trust or restricted Indian lands, at 
Agriculture with respect to any other lands, either independe 
with any State or political subdivision thereof, private associat 
or individual, are severally authorized, upon such conditions a 
deem necessary 

(1) to conduct surveys to detect the presence and effect of Ha 
on lands in such State; 

(2 


» of ownership 
under his 


to determine those measures and operations whi 
suppress, and eradicate such weed; and 
(3) to plan, organize, direct, and carry out such measures 
either of them may deem necessary to carry out the purposes 
(b) Measures and operations to control, suppress, or er: 


glomeratus on lands under the jurisdiction of any depart: epend 
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ent establishment, or corporation of the Federal Government shall not be con- 
ducted without the consent of the department, agency, independent establish- 
ment, or corporation concerned. 

Sec. 4. The Secretary of Agriculture in his discretion may allocate, out of any 
sums appropriated to him under authority of this act, to any department, agency, 
independent establishment, or corporation of the Federal Government having 
jurisdiction over any land on which there exists Halogeton glomeratus, such 
amounts as he deems necessary for the control, suppression, and eradication of 
such weed by such department, agency, independent establishment, or corpora- 
tion, as the case may be. Sums appropriated to the Secretary of the Interior 
under authority of this act shall be expended for work on, or of benefit to, lands 
under his jurisdiction, including trust or restricted Indian lands. Either Secre- 
tary may also accept and utilize such voluntary and uncompensated services of 
Federal, State, and local officers and employees as are available. 

Sec. 5. In the discretion of the Secretary of Agriculture or the Secretary of 
the Interior, as the case may be, no expenditure shall be made from funds ap- 
propriated under this act to control, suppress, or eradicate Halogeton glomeratus 
on lands in the several States until there have been made or agreed upon such 
contributions, in the form of funds, materials, services, or otherwise, by the States 
and political subdivisions thereof, private associations and organizations, and 
individuals, toward the work of controlling, suppressing, or eradicating such 
weed, as the Secretary of Agriculture or the Secretary of the Interior, respectively, 
may require. 

Sec. 6. (a) There are hereby authorized to be appropriated to the Secretary 
of Agriculture and to the Secretary of the Interior such sums as the Congress 
may from time to time determine to be necessary to carry out the purposes of 
this act. 

(b) Any sums so appropriated shall be available for expenditure for the em- 
ployment of persons and means in the District of Columbia and elsewhere, for 
the purchase, hire, maintenance, operation, and exchange of aircraft and pas- 
senger-carrying vehicles, and for such other expenses as may be necessary to 
carry out the purposes of this act. 

(c) Such sums shall not be used to pay the cost or value of any property in- 
jured or destroyed in carrying out the purposes of this act. 

Sec. 7. The authority contained in this act shall be in addition to, and shall 
not limit or supersede, authority contained in existing law with respect to the 
control, suppression, and eradication of pests, plants, and plant diseases. 

Amend the title so as to read: To provide for the eradication and control of 
Halogeton glomeratus on lands in the United States, and for other purposes. 


The proposed legislation would establish a Federal policy and pro- 
vide general authorization for the eradication and control of Halogeton 
glomeratus which would materially aid in protecting the livestock 
industry from losses caused by this poisonous weed on range and 
pasture and other lands of the United States. Annual losses from 
poisonous plants in Colorado alone are reported to average about a 
million dollars, and livestock losses in the range country as a whole 
average about 4 percent annually. The States of Idaho, Nevada, 
Utah, and Wyoming have reported infestations of Halogeton. 

Halogeton is a serious pest to the livestock industry over an exten- 
sive area of western grazing lands. Information available to the 
authorities indicates that this plant is spreading rapidly and immediate 
attention needs to be given to its control and eradication. 

Consciousness of the need for increased yields of foods gives added 
importance to the necessity for measures to control the destructive 
capacity of this weed. To combat effectively present or potential 
infestations in any given area, control measures must be carried on 
throughout the entire region involved, and all affected properties must 
be thoroughly treated, to the end that eradication may be complete 
on all lands where infestation exists. 

In commenting on this bill, the Bureau of the Budget stated: 


The threat imposed by the poisonous weed to which this measure is especially 
directed, Halogeton glomeratus, is recognized to be serious enough to warrant 
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Federal participation in programs for its control and eradication as a hazard to 
the livestock industry. It is felt that in the absence of threats of similar magni- 
tude, extensive eradication and control programs should not be undertaken in a 
period in which it is necessary to withhold authorization for new programs not 
directly concerned with meeting the needs of national defense, 


In view of the above recommendation of the Bureau of the Budget, 
the committee agreed that the bill should be amended to apply solely 
to the eradication and control of Halogeton glomeratus in the United 
States. The bill was also amended to embody the recommendations 
of the Departments of Agriculture and Interior. 

Further detailed information with regard to this proposed legisla- 
tion is carried in the reports of the Department of Agriculture, under 
the date of June 19, 1951, and of the Department of the Interior, 
under date of July 10, 1951, which are hereinbelow set forth in full 
and made a part of this report. 


DEPARTMENT OF AGRICULTURI 
Washington, D ies J 
Hon. Joserpn C, O’ MAHONEY, 

Chairman, Committee on Interior and Insular A ffairs 


United States Senat 


Dear Senator O’Manoney: Reference is made to your letters of May 18 
and May 22, 1951, requesting a report on 8. 1041 “‘To provide for the eradication 
and control of poisonous weeds, especially Halogeton glomeratus, on range and 
pasture lands in the several States and Territories, and for other purposes,’ and 
5. 980 “To authorize appropriations for the eradication and control of halogeton 
on public lands.” 

The proposed legislation in S. 1041 would establish a general Federal poli 
and provide general authorization which would materially aid in protecting the 
livestock industry from losses caused by poisonous weeds on range and pasturs 
lands of our country. 


Weeds poisonous to range livestock have long been recognized by livestock pro- 
ducers and land managers as threats, sometimes serious ones, to the efficient 
utilization of forage on ranges and pastures. Annual losses from poisonous 
plants in Colorado alone are reported to average about a million dollars and 
livestock losses in the range country as a whole from poisonous plants average 
about 4 percent annually. Plants responsible for most of the livestock losses 


are relatively few in number. Some of these plants are far more dangerous at 
one time of the year than another either because of the accumulation of lethal 
material within the plant itself or the scarcity of other more palatable plants 
upon which livestock may graze. Still other plants are dangerous throughout 
the growing season. 

This Department has information regarding the growth habits and poisonous 

properties of some of these plants and how they might be controlled. Such 
knowledge has been used by individuals and groups of individuals in conducting 
local eradication or control programs which have ended in varying degrees of 
success. What has been lacking was a well-coordinated, well-planned (broad- 
scale), and continuing attack based upon methods and procedures devised and 
adequately tested by research. 
S. 1041 outlines a policy that would provide authorization for needed work 
without regard to land ownership. It provides a basis for cooperation between 
the several agencies of the Federal Government having land management re- 
sponsibility and with State and local agencies. In the interest of clarity the fol- 
lowing changes are suggested: 

Page 2, lines 7 and 8, delete “‘range and pasture.” This would permit the con- 
trol of weeds poisonous to livestock on railroad rights-of-way and other lands close 
to or immediately adjacent to range and pasture lands. 

For the same reason delete the words ‘‘range and pasture’’ from page 2, line 17, 
and page 3, lines 10 and 22. 

Page 3, line 14, delete the sentence beginning ‘‘Any such department” and sub- 
stitute “He may also accept and utilize such voluntary and uncompensated serv- 
ices of Federal. State. and local officers and employees as are available.” 
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Men with a background of experience and trained in weed control will be 
needed to organize and administer any cooperative programs that may be under- 
taken. The bill as now worded raises a question as to whether or not such men 
now employed could be paid from allocations made from funds appropriated 
under this authority even though it might be mandatory that they devote their 
full attention to the problem over an extended period of time, necessitating the 
employment of someone to fulfill their former assignments. The Department 
agrees that existing personnel and equipment should be utilized to the fullest 
extent practicable in furthering weed-control work but does not believe that the 
bill is intended to require the use of personne! needed for other functions of the 
agency to which an allocation is made. Accordingly, the Department would 
construe the bill to authorize payment of salaries to existing personnel when 
such payment appears warranted by the circumstances. 

The survey, research, and action programs proposed are integral and essential 
parts for successfully attacking the poison-plant problem. Research is of par- 
ticular importance not only to find out how to kill the poisonous plants but how 
to improve forage and soil conditions so that poisonous plants cannot become 
readily established once they have been reduced or eliminated. Also, different 
methods of handling livestock on ranges and pastures and other improved grazing 
practices often make the use of such lands possible despite the presence of dan- 
gerous plants. 

Adequate provision is made in 8. 1041 for the delegation of responsibility for 
the program In addition, recognition has been given to the jurisdiction of 
land-managing agencies within this and other departments as well as State and 
county governments with respect to cooperation on land they control. Where 
there now exists organized weed-control districts or such districts are later estab- 
lished, control work carried out under this bill would be coordinated with district 
programs 

The Department is not now participating in work designed specifically to 
eradicate and control poisonous weeds on range and pasture land, except that 
which is done incidentally to general improvement practices on range and pas- 
ture land, 

S. 1041 and H. R. 1933 and H. R. 2052 are identical bills. 

It is estimated that control measures are needed on 439,000 acres of range lands 
in the national forests infested with poisonous and similar noxious weeds. Most 
of this estimate relates to poisonous plants. The control of these weeds on na- 
tional forest lands, programed over a 10-year period, would cost approximaetly 
$500,000 annually. Since we have no record of halogeton occurring on the na- 
tional forests no funds are now required for such a control program. 

Research to develop effective and economical control measures should be under- 
taken as early as possible to avoid waste of funds on unsuitable control measures 
Such research would be needed not only by the Federal agencies which would 
undertake control operations, but also by the western weed control districts and 
associations which are also desirous of instituting control operations. 

The research program of the Bureau of Plant Industry, Soils, and Agricultural 
Engineering would include both ecological studies and the development of control 
measures. Ecological studies would include such life history considerations as 
emergence, seed formation, seed movement, dormancy and viability, root sys- 
tems, growth requirements, production, competition with other plants, soil rela- 
tionships, and physiology of oxalate formation. Control studies would include a 
thorough screening of available herbicides for kinds, rates, stage of growth, and 
methods of application and other methods such as burning and blading. In addi- 
tion, we should be in a position to cooperate with other Federal agencies in range 
management and experimental feeding, biological control, and chemical and toxi- 
cological studies. It is believed that about $50,000 annually would be needed to 
achieve the objectives outlined above. 

In addition, to initiate the necessary research by the Forest Service on the con- 
trol of poisonous plants, exclusive of halogeton, on all range lands, we believe 
a minimum of $50,000 annually would be needed. It is estimated that $25,000 
is the minimum needed to conduct. Forest Service research on halogeton control 
on those other range lands (not publie lands) where it now occurs and to prevent 
its spread. 

It would be expected that States and other interested agencies would cooperate 
in the research programs. 

S. 980 would authorize the appropriation of $250,000 for the eradication and 
control of halogeton on public lands for the fiscal vear ending June 30, 195: 


IZ, 


and such sums as may be necessary for fiscal years ending thereafter. We assume 





ERADICATION AND CONTROL OF HALOGETON GLOMERATUS 5 
it is intended that funds should be expended by the Government Department 
or agency which may have jurisdiction over a particular block of infested land. 
How funds should be distributed among the different Departments and agencies 
and how the responsibilities of each should be determined is not provided for. 
Authorization is already available for the eradication and control work specified 
in S. 980. As far as we know none of the public lands under the jurisdiction of thi 


Department are infested with halogeton at the present time Halogeton, however, 
is present on land immediately adjacent to national forests and may infest na 
tional forest lands soon. 

This Department recommends passage of the proposed legisiat 


The Bureau of the Budget advises that there is no objection to tt 


Ot 
of this report. 
pineerely, 
CHARLES F. Bt S 
DEPARTMENT OF THE INTERIOI 
OFFICE OF THE SEC! RY 
Wasi ngton, Dd. ¢ / ] hy] 
Hon. Josern C. O’ MAanoney, 
Chairman, Committee on Interior and Insula \ffa 
United States S 
My Dear Senator O'’Manoney: Reference is made to your request for a 
report on 5. 1041, a bill “to provide for the eradication and control of poi pus 
weeds, especially Halogeton glomeratus, on range and pasture land the several 
States and Territories.”’ 
I recommend that this bill be enacted, if amended as hereinafter indicated 
The Department of the Interior administers approximately 282 million acres of 
public and Indian land in the continental United States alon f eenly aware 
of the halogeton and other serious weed proble ms on the tand nder it risdie 
tion and therefore favors any steps that will aid in establishing a mprehet ( 
weed control program S. 1041 is definitely a step in that directior 
The information available to this pepantioens concern 
weed infestations and the need for a comprehensive program of eradica 
limited primarily to the lands administered by the Departnu | fe ‘ 
tion, however, plainly indicates that the problem is an importa and rapidly 
expanding one, which affects the Government both in its capacity as propt r 
of the national domain and in its capacity as a guardian of natural resources 
Halogeton is currently a serious pest to the livestock industry over an « ( 
area of western grazing lands Available information indicate uf pla 
is spreading rapidly and immediate attention needs to be en to its contro 
The area of known infestation at the present time comprises range lands pt 
pally under the jurisdiction of this Department Halogetor festation has bee 
reported in the States of Nevada, Utah, Idaho and Wyomir In those State 
52 percent of the land area is Federal land under the jurisdiction of the Depart- 
ment of the Interior 
The world-wide consciousness of the need for increased yields of foods 
added importance to the necessity for measures to control the destructive capacity 
of weeds. For the past 3 vears this Department has been endeavoring to estab 
lish a comprehensive weed-control program so that the lands administered by it 
might contribute in the fullest possible degree to the agricultural production of 
the Nation 
The provisions of S. 1041 are directed to the control of weeds poisonous to 
livestock. Some weeds are injurious to buman beings but not necessarily to live 


stock. In addition, many nonpoisonous weeds are a major detriment to agri 


ture or other useful activities. From a long-range standpoint, therefore, eh 
could be said in favor of a weed-control program that would include al 

weeds. On the other hand, the more limited program to be authorized |} 

bill would meet the most urgent needs, and would be consona h © fisea 
requirements of the national emergency. As the Bureau of the Budget ha iid 
in commenting on S. 1041: 

“The threat imposed by the poisonous weed to which this measur especia 
directed, Halogeton glome ‘Te shar is recognize re to be eriou lk Varra 
Federal participation in programs for its control and eradication as a hazard 
to the livestock industry. It is felt that in the absence of threats of nilar 
magnitude, extensive eradication and contro! programs should not be undertal 
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in a period in which it is necessary to withhold authorization for new programs 
not directly concerned with meeting the needs of national defense.” 

Section 2 of the bill limits control operations to range and pasture lands only. 
However, halogeton and other noxious weeds are no respecters of the boundary 
lines between range, pasture, farm, forest, and recreational lands. Therefore, 
effective weed control requires that the provisions of the bill be broadened so as 
to provide for the control of weeds poisonous to livestock, wherever they are 
found, regardless of the use of the land. 

lo combat effectively present or potential infestations in any given area, 
control measures must be carried on throughout the entire region involved, and 
all affected properties must be thoroughly treated, to the end that eradication 
may be complete on all lands where infestation exists. If eradication is not 
complete throughout the whole region, reinfestation soon occurs on the lands 
which have been cleared of existing growths. The cost of chemical weed controls 
is extremely high, and even the use of cultivation methods in weed eradication 
is expensive. Many of the most pernicious species spread from underground 
root stalks, and continue to enlarge year after year unless all such weed growth 
is entirely destroved. The fact that weed infestations on public and Indian 
lands are steadily increasing in extent, plainly indicates that existing Federal, 
State, and local control measures are inadequate to cope with the situation 
Accordingly, the program for a comprehensive general attack on all fronts would 
ar to be an ply justified. 





he maintenance of the productive capacity of grazing lands, reclamation 
lands, national park lands and other public lands, as well as of Indian lands, is a 
primary responsibilitv of the Department of the Interior. Eradication of weed 
infestations on such lands requires the large-scale application of control measures 
by the Federal Government itself. This is a major undertaking which presents 
problems of organization and method of attack that are quite different from the 
considerations involved in handling infestations on smaller areas of federally 
administered lands, or in arranging with private landowners for the control of 
infestations on their lands. Appropriate recognition should be given to these 
facts in the proposed legislation by authorizing the earmarking of a portion of 
each appropriation thereunder for use by the Secretary of the Interior in carrying 
out weed contro! and eradication measures on lands administered by this Depart- 
ment, including tribal and allotted Indian lands, 

Such an earmarking of funds would be in line with the procedures established 
by law for hanaling other programs that necessitate action by this Department on 
public and Indian lands to complement action taken by the Department of Agri- 
culture with respeet to private or national forest lands. Among these precedents 
are the soil- and moisture-conservation program as divided between Agriculture 
and Interior by Reorganization Plan No. IV of April 11, 1940 (54 Stat. 1234, 1235); 
the white pine blister-rust-contro! program as consistently appropriated for in 
separate Agriculture and Interior items under the act of April 25, 1940 (54 Stat. 
168); and the cooperative sustained-yield forestry program as placed under Agri- 
culture and Interior administration by the act of March 29, 1944 (58 Stat. 132 

Contrary to these principles and precedents, 8. 1041 would confer on the Secre- 
tary of Agriculture sole authority to administer the functions authorized by its 
provisions. Section 4 does provide that the Secretary of Agriculture may allocate, 
to any other agency of the Federal Government, such sums as he deems necessary 
for the control and eradication of weeds on lands under the jurisdiction of that 
agency. However, it requires that agencies receiving such an allocation shall use 
for weed contro! and eradication, without charge to that allocation, so much of 
their own personnel and equipment as may be acceptable to the Secretary of 
Agriculture. This requirement could result in the agency concerned being com- 
pelled to assume the obligation of supplying personnel and equipment to carry out 
the weed-control program without being entitled to any reimbursement for the 
use of such personnel and equipment from the funds appropriated for the purposes 
of that program. 

Such an arrangement would be entirely impracticable in the case of the Depart- 
ment of the Interior. The wide extent of the weed infestations to be combated 
on public and Indian lands make it imperative that substantial amounts be ap- 
propriated for the very purpose of employing additional personnel and equipment. 
The separate budgeting and appropriation of the funds needed to carry out 
effectively this Department’s responsibilities for the lands under its jurisdiction is 
requisite in order to make this Department’s role under the proposed weed-control 
program administratively feasible. I believe, therefore, that the restrictive 
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features of section 4 should be eliminated and that the necessary funds should be 
appropriated directly to the Department of the Interior for expenditure on lands 
under its jurisdiction. 

The bill describes the area of its application as being the ‘‘States and Ter- 
ritories.’’ This language might exclude from the benefits of the bill possessions, 
such as Puerto Rico and the Virgin Islands, which are not technically territories. 
It would be desirable to clarify the bill in this respect. 

Suggested amendments which would effectuate the recommendations made 
above are indicated on the enclosed revision of 8. 1041. In this draft, existing 
language suggested for omission is enclosed in brackets, and new language sug- 
gested for inclusion is underlined. If amended in this fashion, I strongly urge 
the enactment of the bill. 

The Bureau of the Budget has advised that there is no objection to the submis- 
sion of this report to your committee. 

Sincerely yours, 
Date FE. Dory, 
Assistant Secre tary oO} the Interior. 


O 
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DISTRICT OF COLUMBIA APPROPRIATION BILL, 1952 


JuLy 25 (legislative day, Juty 24), 1951.—Ordered to be printed 


Mr. Hutu, from the Committee on Appropriations, submitted the 
following 


REPORT 


ca 
Ls [To accompany H, R. 4329] 


rhe nmittee on Appropriations, to whom was referred the bill 
H. R. 4329) making appropriations for the government of the District 


ao ia and other activities chargeable in whole or in part against 
e 


¥,QF MICH. 


2 eres of such District for the fiscal year ending June 30, 1952 
id for other purposes, report the same to the Senate with various 


amendments and present herewith information relative to the changes 
made: 


Amount of bill as passed House -_- $137, 776, 375 


Amount of increase by Senate (net)- 630, 915 


Amount of bill as reported to Senate_- . 38, 407, 290 


Amount of regular and supplemental estimates for 
1952 di aegis aia 140, 586, 650 


Amount of appropriations, 1951______.____-. 120, 462, 152 


The bill as reported to the Senate— 


Under the estimates for 1952 2.179. 360 


Exceeds the appropriations for 1951 7, 945, 1 
GENERAL STATEMENT 


The bill provides a total appropriation of $138,407,290 for 1952 ex- 
penses of the District of Columbia. This amount is $630,915 over 
the House allowance of $137,776,375 and $2,175 

86773—51 


),360 under the revised 
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budget estimates of $140,586,650. The sum total recommended 
exceeds the 1951 appropriations by $17,945,138. 

The increase of $630,915 over the House allowance is distributed 
as follows: 


Se tee 3 eS a eee a is | 8 $425, 795 
Neen TT TT ne ne cake as 75, 120 
I a eae ae aa foo ae a 130, 000 


Of the $630,915 added to the House bill, $130,000 is in the water 
fund for fluoridation of the water supply, which the committee feels 
will definitely benefit the youth of this community in reducing dental 
caries. There is also $100,000 to increase the payments to nine private 
hospitals for the expense of caring for the emergency indigent in these 
hospitals ; $250,000 for cost of operating the 5-day-week law for police- 
men on a full year basis and $100,000 for Gallinger Hospital, mainly 
for personnel to staff the new Pediatrics-Crippled Children’s building, 
In addition to this $100,000, only $82,000 is for increases in personal 
services over the House allowance. With these few exceptions, the 
committee followed strictly the House action which disallowed per- 
sonnel increases over 1951. The House action as summarized in the 
House report is as follows: 

A total reduction of $2,295,775 has therefore been recommended which, in 


considering the budget as a whole, represents 2 new reduction of over 90 percent 
in the funds requested for additional personnel and expansion of other admin- 


istrative facilities. 

The $138,407,290 total 1952 appropriation consists of $105,552,940 
for operating expenses and $32,854,350 for capital outlay. These 
amounts, when compared with the 1951 appropriations of $101,179,777 
for operating expenses and $19,282,375 for capital outlay, represent an 
increase for 1952 of $4,373,163 in operating expenses and $13,571,975 
in capital outlay. 

Of the 1952 increase of $4,373,163 in operating expenses more than 
three-fourths is for mandatory items and cannot be controlled. These 
are $1,044,000 for compensation and retirement funds; $250,000 for a 
5-day week for policemen; $341,000 for increased costs at the United 
States Courts; $356,000 for increased costs for patients in St. Eliza- 
beths Hospital; $250,000 for increased cost of electricity, and 
$1,100,000 for within-grade promotions. 

The 1952 increase of $13,571,975 in capital outlay over the amount 
appropriated in 1951 includes $2,285,000 to complete seven school 
buildings already started and to build additions to three elementary 
schools; $3,394,000 for public welfare institutions including buildings 
at the Home for Aged and both Industrial Home Schools; $1,660,000 
for the sewer division, mostly to enlarge the sewage treatment plant; 
$2,154,000 for highway projects, and $2,927,000 to enlarge the water 
supply system. 

FEDERAL CONTRIBUTIONS 


The committee recommends $12,000,000, the budget estimate, for 
payment by the Federal Government toward the expenses of the 
District of Columbia, or an increase of $1,200,000 over the House 
allowance of $10,800,000. The allowance recommended will provide 
the full estimate, $11,000,000 for the general fund, as compared to the 
House allowance of $9,800,000, and $1,000,000 for credit to the water 
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fund. Authorization for credit to the District of Columbia Govern- 
ment of $11,000,000 to the general fund and $1,000,000 to the water 
fund by the United States is contained in the District of Columbia 
Revenue Act of 1947, Public Law 195, Ejightieth Congress, first 
session. Records show that the Federal Governmeat has increased its 
acquisition of property within the District and has increased its 
demands for services such as the furnishing of water and construction 
of curbs and gutters around Federal buildings; yet no commensurate 
increase in the Federal payment to the District of Columbia govern- 
ment has been forthcoming. It would seem that the Fede ral Gov- 
ernment should assume its fair share of the District’s financial 
sponsibilities. It is well known that the land area of the District 
is fixed and that the taxable portion thereof is reduced as the Federal 
Government acquires additional holdings or foreign governments or 
private entities acquire additional nontaxable property. Of the 
$138,407,290 recommended in the 1952 appropriation bill for the 
District of Columbia, the sum of $114,875,121 is payable from the 
generalfund. Witha Federal contribution to this fund of $11,000,000, 
the percentage of the United States share would be 9.58. It appears 
significant to state that from 1922 to 1951, while the people of Wash- 
ington increased their contribution to the maintenance and operation 
of the District government by $89,000,000, the Federal Government 
increased its contribution by only $607,737. 


1952 ReveNvES, OBLIGATIONS, SURPLUS 


The estimated revenues of the District of Columbia for 1952, in- 
cluding a Federal payment of $12,000,000, amount to $138,688,012. 
The net appropriation obligations for 1952 aggregate $136,566,030. 
This latter sum includes the reserve of $2,000,000 which has been set 
aside for supplementals. Therefore, the estimated surplus as of June 
30, 1952, will be $2,121,982. 


DEPARTMENT OF CORRECTIONS 


The committee heard testimony on the justification for increasing 
the working capital fund from $50,000 to $100,000, and believes that 
savings can be effected if such increase were provided. ‘The commit- 
tee therefore suggests that an estimate be submitted in the 1953 fiscal 
vear for this purpose. 

CHAUFFEURS 


The committee has observed in data submitted on chauffeur-driven 
vehicles for the Government of the District of Columbia that six full- 
time chauffeurs are paid from the appropriation for the Central 
Garage. Of this number, three chauffeurs are assigned to the Com- 
missioners and three are so-called ‘“pool’’ chauffeurs. 

The committee feels that no chauffeur, or employee acting as such, 
should be definitely assigned to a Commissioner or other official or 
employee of the District. Likewise no official car should be assigned 
to an individual. The committee accordingly directs that the three 
Commissioner’s chauffeurs be placed in the so-called poo! of the central 
garage and that two of the six full-time chauffeur positions be 
eliminated. 
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The committee feels that in no case should any District car be used 
for unofficial purposes, and the Commissioners should exercise care to 
enforce compliance with the provisions of the Administrative Expense 
Act of August 2, 1946. 


INCREASES AND LIMITATIONS 


The changes recommended by the committee in the amounts of 
the House bill are as follows: 


GENERAL ADMINISTRATION: 
Executive Office__....-- hiaildlahdeiacliiiecii ibe dicksbshiom acai $2, 875 


The committee recommends an appropriation of 
$296,575, an increase of $2,875 over the House bill and 
$2,625 under the Budget estimates. The increase of 
$2,875 is to provide for one additional clerk-stenographer 
in the office of Commissioner Donohue, and was re- 
quested in a supplemental estimate (8S. Doc. 43). 


Office of the Corporation Counsel. .......------- 1, 000 


The committee recommends an appropriation of 
$341,000, an increase of $1,000 over the House bill and 
$33,200 under the budget estimate. The increase of 
$1,000 recommended by the committee is for printing 
and reproduction costs, which amount is required by 
reason of the increased number of printed briefs and 
appendices filed in the United States Court of Appeals 
and by a substantial increase in the number of forms 
required in the Municipal Court Criminal Division. 


Total, general administration. .......-.. a ae 3, 875 


REGULATORY AGENCIES: 
License Bureau....-.-.--..-. sal sald ciate rm $3, 600 


The committee recommends an appropriation of 
$78,800 which is an increase of $3,600 over the House bill 
and is the amount of the revised budget estimate. The 
additional sum recommended is for supplies and mate- 
rials requested in supplemental estimate, Senate Docu- 
ment 43. $2,600 of the amount is nonrecurring and 
results from a change in procedure in the delivery of 
bills and forms used by the Bureau. Previously bills and 
forms were contracted for delivery within 30 to 60 days. 
Under the new procedure notice must be given approxi- 
mately a year in advance. The balance of $1,000 
results from the increased costs in the purchase of bills 
and forms. 


Total, regulatory agencies....-... diminishes tala 3, 600 
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INCREASES AND Lamrratrons—Continued 


Pusiic SCHOOLS: 
Operating expenses: 


VOCATIONAL EpucaTIon, GEORGE-BARDEN PROGRAM 


The committee recommends an appropriation 
of $243,900 which is the full amount of the budget 
estimate and an increase of $13,900 in the House 
bill. The increase is the result of action taken in 
the appropriation for the same program as con- 
tained in the Labor-Federal Security appropriatio: 
bill for 1952. 


OPERATION AND MAINTENANCE OF BUILDINGS, GROUNDS, 
AND EQUIPMENT 


The committee recommends an appropriation of 
$4,585,540, an inerease of $29,040 over the House 
bill and a reduction of $18,460 under the budget 
estimate. Of the inerease recommended, $21,540 
is for additional laborers, engineers, and custodians 
in the schools, including personnel from January 
1952 for the new Spingarn Senior High School 
The balance of $7,500 is for fuel for one-half vear 
for the same school. 


yu 


Total, Public Schools 


METROPOLITAN POLICE: 
Salaries and expenses 


The committee recommends an appropriation of 


$9,534,000, a net inerease of $244,000 over the House 
bill and $750,000 under the budget estimate. The addi- 
tional sum is believed sufficient to cover the cost of 
operating the 5-day week law on a full vear basis. This 


is particularly true in view of the fact that additional 
funds will become available through lapses arising from 
vacant positions, of which there were some 240 at the 
time testimony was presented to the committee. The 
committee has also disapproved $6,000 carried in the 
House bill for a bus for the civil disturbance unit 


Fire DEPARTMENT: 
Salaries and expenses 


The committee recommends an appropriation of 
$4,695,000, an inerease of $14,000 over the House allow- 
ance and $40,000 under the budget estimate. The addi- 
tional sum is to replace one pumping engine of 1925 
vintage. 


Courts: 
District of Columbia courts 


The committee recommends an appropriation of 
$1,103,750, an increase of $3,450 over the House allow- 
ance and $57,050 under the budget estimate. The addi- 
tional sum will permit the employment of a GS—6 
motions clerk, but whose duties are directed by the 
committee to include other functions essential to the 
operation of the Municipal court. 


5 


2 


$13, 900 


29, 040 


$2, 940 


244, 000 


14, 000 


3, 450 
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INCREASES AND LimiratTions—Continued 


HeauttH DEPARTMENT: 
General administration 


The committee recommends an appropriation of 
$2,705,500, an increase of $44,000 over the House allow- 
ance and $56,000 under the budget estimate. The addi- 
tional sum will defray the cost of some additional per- 
sonnel and other expenses in various projects under the 
Health Department, such as maternal and child welfare, 
medical inspection of schools, food inspection, labora- 
tories, and others. The committee has deleted the 
language limitation relating to monthly expenditure of 
funds by dairy-farm inspectors, as such limitation is 
unworkable from an over-all operation standpoint, and 
has restated the limitation on an annual basis, as pro- 
vided in the 1951 act. 


$2,286,000, an increase of $12,500 over the House 
allowance and $15,000 under the budget estimate. 
The additional sum will permit the employment of six 
kitchen helpers in the dietary service as well as the 
procurement of essential equipment in this service and 
the housekeeping and laundry services. 
Gallinger Municipal Hospital and Tuberculosis Hospital: 

Operating expenses ; Se Sees 

The committee has approved an appropriation of 
$5,025,000, an increase of $100,000 over the House 
allowance and $150,000 under the budget estimate. 
The additional sum is required to provide necessary 
personnel in the hospital and in the new pediatrics 
and crippled children’s building when opened. 

Capital outlay: 

The committee has inserted the following addi- 
tional language to provide continuation of avail- 
ability of previously appropriated funds necessary 
to complete the procurement of equipment and 
supplies for the pediatrics building: 

The unobligated balance of the appropriation 
of $382,909 for furnishing and equipping the com- 
bination pediatrics and crippled children’s 
building at Gallinger Hospital, contained in 
the District of Columbia Appropriation Act, 
1950, shall remain available until June 30, 1952. 

Medical charities ; os tetas see tiaenee 
The committee has approved an appropriation of 
$600,000, an increase of $100,000 over the House allow- 
ance and budget estimate, and $35,000 under the 1951 
appropriation. Testimony presented to the committee 
clearly indicates that the additional sum is needed to 
provide continued proper care of indigents in the nine 
private hospitals under contract with the District. 
The committee believes that the per diem rate should 
not exceed $9 for in-patients, and that hereafter an 
accounting should be required by the Commissioners of 
the over-all patient-day costs in these contract hospitals. 


Total, Health Department 


$44, 000 


12, 500 


100, 000 


100, 000 
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INCREASES AND Liwrrations—Continued 
, 
Pusiic WELFARE: 
Protective institutions, operating expenses _- $20, 000 


The committee recommends an appropriation of 
$2,943,000, an increase of $20,000 over the House allow- 
ance and $20,000 under the budget estimate. The addi- 
tional sum will permit the employment of additional help 
needed at the Home for the Aged and Infirm and the 
Industrial Home schools. 


Pusiic Works: 


Department of Vehicles and Traffic: 
Salaries and expenses - - - = 8, 000 


The committee has approved an appropriation of 
$1,250,000, an increase of $8,000 over the House 
allowance and $20,000 under the budget estimate. 
The additional sum is to cover the increased cost 
for electric service furnished in the operation of 
traffic signals, represented in supplemental estimate 
(S. Doc. 48). 

Sewer Division, capital outlay: 

The committee recommends the following additional 
language in order to continue for expenditure until June 

30, 1952, certain funds previously appropriated: 
and not to exceed $162,000 of the appropriation for 
, “Capital outlay, Sewer Division,” contained in the 
District of Columbia Appropriation Act, 1948, for 
increasing capacity of the sewage treatment plant, 
including additional sludge digestion tanks and addi- 
tional sedimentation tanks, and not to exceed $12,000 
| of the appropriation for “Capital outlay, Sewer Divi- 
sion,”’ contained in the District of Columbia Appro- 
priation Act, 1947, for preparation of plans and 
specifications for constructing chemical treatment, 
sludge drying, and incineration facilities at the sewage 
treatment plant, are continued available for expend 

ture until June 30, 1952. 


Tot, Pine Wores.................. 8, 000 


WASHINGTON AQUEDUCT: 


Operating expenses (payable from water fund P 130, 000 
The committee recommends an appropriation of 
$1,943,000, an increase of $130,000 over the House allow- 
ance and budget estimate. The additional sum is needed 
to cover the installation costs and the purchase of chemi- 
cals and other related items, all essential to the beginning 
of a fluoridation program. 


National Capital Parks: 


INNA ON aw manere renee 12, 900 

The committee recommends an appropriation of 

$1,893,900, an increase of $12,900 over the House 

allowance and the same as the budget estimate. The 

additional sum, a supplemental estimate included in 

Senate Document 43, is to cover the 1952 increased 

costs of street lighting and metered electric service 

within the National Capital Parks. 


Total increase 739, 265 
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DECREASES AND LIMITATIONS 


Pusuic ScHOOLs: 
Operating expenses: 


GENERAL ADMINISTRATION, SUPERVISION AND INSTRUC- 
TION. ” 

The committee recommends an appropriation of 
$17,250,650 which is a decrease of $64,350 under the 
House bill and a decrease of $167,650 in the budget 
estimate. The House recommended an appropria- 
tion of $17,315,000 including $82,000 for the pur- 
pose of converting the athletic program to a central- 
ized operation. The House also recommended 
language in the bill to require that all gate receipts 
from school athletic contests be deposited in the 
Treasury to the credit of the District of Columbia. 
The committee does not agree with the reeommenda- 
tions of the House and has accordingly reduced the 
appropriation by $82,000 and has stricken the lan- 
guage from the paragraph. 

Included in this same appropriation item was a 
request in supplemental estimate, Senate Docu- 
ment 43, for $35,300 for salaries for driver-training 
teachers. The committee recommends an allowance 
for this purpose of $17,650 which amount is sufficient 
to provide five driver-training teachers. 

The House recommended that $2,000 of this appro- 
priation would be available for services of experts 
and consultants. The committee recommends an 
increase of $1,000 in this limitation to provide a 
total of $3,000 for this purpose. 


Capital outlay: 


PuBLIC SCHOOL CONSTRUCTION, SITES AND EQUIPMENT 
The committee recommends an appropriation of 
$7,027,350 which is $44,000 below the House and 
the budget estimate. This amount, which covers 
equipment for the Ninth and Barnaby Streets 
School, was requested to be deleted from the bill 
inasmuch as funds for the construction of that 
school had been previously eliminated. 


GENERAL PROVISIONS: 


The committee recommends that language be inserted in 
section 9 to provide for a budget officer in grade GS-16. It 
is their considered judgment that because of the duties and 
functions of this position it should at least be on a par with 
other departmental heads now in such grade. 


I ne ewe : sie 
Totalfincrease 
Totalfdecrease Pe es ae ; : ‘ioctl ee ek 
Net increase Oe Ne ees 

Amount of bill as reported to the Senate - -- ~~ -- 


1952 


$64, 350 


44, 000 


108, 350 
739, 265 
108, 350 
630, 915 
138, 407, 290 
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1 No. 580 


$2p CONGRESS SENATE 
Ist Session 


AUTHORIZING THE TRANSFER OF CERTAIN 
NAVAL VESSELS 


y 
“Jt LY 26 (legislative day, Juty 24), 195! .—Ordere 


—_ 
> 
<t 
ad 


Hunvr, from the Committee on Armed Services, submitted the 


following 


REPORT 
{To accompany H. R. 3463] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 3463) to authorize the transfer of certain naval vessels, having 
considered the same, report favorably thereon without amendment 


and recommend that the bill do pass. 


PURPOSE OF THE BILL 


This bil proposes to vive to the executive branch o 
ment the congressional clearance required in section 4 of 
Ship Construction Act approved March 10, 1951, 


transfers authorized under the Mutual Defense A 


NUMBER AND TYPE OF SHIPS INVOL\ 


The transfer of a total of 24 destroyer escorts to | 
in this legislation. Although destrover escorts ai 
the same classification as “destroyer” referred to 1 
Naval Ship Construction Act authorized March 10, 1! 
Department takes the position that it was the inten 
that the term “destroyer”? as used in the Ship 
should include destroyer escorts. 
A tabulation showing the nations involved 
vessels in each case is shown below: 
Country to which transferred: 
France 
Denmark 
Great Britain 
Peru 
Uruguay 
Brazil 


Tot 








2 AUTHORIZING THE TRANSFER OF CERTAIN NAVAL VESSELS 


It should be pointed out that the transfers to be authorized herein 
are not in addition to the Mutual Defense Assistance Program, but 
are a part of it. Specific approval of these transfers is required, 
however, because of limitations imposed by section 4 of the act of 
March 10, 1951, which is quoted below, with the pertinent language 
shown in italic type. 

Sec. 4. Notwithstanding the provisions of the Mutual Defense Assistance Act 
of 1949, as amended, or the provisions of any other law, no battleship, carrier, 
cruiser, destroyer, or submarine of the United States which has not been stricken 
from the Navy Register as provided by section 2 of the Act of August 5, 1882 
(22 Stat. 296), as amended, or any interest of the United States in any such 
vessel, shall hereafter be sold, transferred, or otherwise disposed of unless author- 
ized hereafter by the Congress. 


EXPLANATION OF THE BILL 


The bill is divided into two sections, the first of which relates to 
a total of 9 vessels, the second to a total of 15. A detailed discussion 
of each section appears below. 

Section 1.—This section authorizes the transfer of two of the vessels 
to France and two to Denmark under the provisions of title 1 of the 
Mutual Assistance Act of 1949, as amended, and three of the vessels 
to Peru and two to Uruguay under the provisions of section 408 (e) 
of the act. 

The transfers to France and Denmark, both members of the North 
Atlantic Treaty Organization, are in the form of grant aid. The 
acquisition cost of the vessels was approximately $7,000,000 each; 
consequently a sum approximating $28,000,000 will be charged against 
the $700,000,000 limitation provided in section 403 (d) of the Mutual 
Defense Assistance Act, as amended. This charge does not represent 
a transfer of funds. It is simply a bookkeeping procedure, carried 
out under the terms of the Mutual Defense Assistance Act to insure 
that the aggregate worth of excess equipment and material furnished 
under the terms of the act shall not exceed the $700,000,000 ceiling. 
The rehabilitation costs on the vessels, however, must be paid for out 
of funds appropriated to the Mutual Defense Assistance Program for 
1951. These costs average about $700,000 per vessel and a sum of 
approximately $2,800,000 has been appropriated for this purpose. 

The current status of negotiations for the transfer of the two 
destroyer escorts to Denmark is such that it is at least doubtful that 
the transfers will be made. If the transfers are not made the ships 
will be retained by the United States. 

The transfers to be made to Peru and Uruguay are made under the 
program for standardization of military equipment, authorized under 
section 408 (e) of the Mutual Defense Assistance Act, as amended. 
These transfers are made on a reimbursable basis computed as pre- 
scribed in subsection 408 (e) (2) of the Mutual Defense Assistance 
Act, as amended. Under these provisions the recipient nation is 
required to pay the cost of rehabilitation, plus the “fair value” of the 
material, which value in this instance is computed at 10 percent of 
the original gross cost of the vessels, as is authorized in clause (a) of 
the first proviso of subsection 408 (e) (2). The original acquisition 
cost of the vessels is charged against the $700,000,000 limitation 
imposed by the Mutual Defense Assistance Act, according to the same 
procedure as governed in the transfers to Denmark and France dis- 
cussed above. The details of the reimbursement transactions are 
as follows: 
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Peru: Reimburses the United States in the amount of $3,892,766, 
which represents $1,392,100 computed as 10 percent of the acquisition 
cost plus $2,500,666 for rehabilitation, including spare parts, altera- 
tions, and ammunition. 

Uruguay: Reimburses the United States in the amount of $2,217,382, 
which represents $793,100 computed as 10 percent of the acquisition 
cost plus $1,424,282 for rehabilitation. 

Section 2.—This section authorizes the transfer of 15 destroyer 
escorts which are at the present time in the hands of the recipient 
nations under the terms of existing lend-lease agreements made 
pursuant to the act of March 11, 1941. Brazil has eight of these 
vessels, leased to her in 1944 and 1945; Great Britain has one, leased 
in 1944; France has six, leased in 1944. 

The actual transfer of title to these 15 vessels is not to be made 
until the $700,000,000 ceiling on the worth of surplus equipment, as 
fixed in section 403 (d) of the Mutual Defense Assistance Act, as 
amended, has been increased. The costing of these 15 vessels at an 
approximate unit acquisition cost of $7,000,000, or a total of ap- 
proximately $105,000,000 against the $700,000,000 ceiling, would 
seriously unbalance the Mutual Defense Assistance Program as cur- 
rently planned. Authority to make the transfer is requested, how- 
ever, so that if and when the $700,000,000 ceiling is raised, the restric- 
tions of section 4 of the Naval Ship Construction Act approved March 
10, 1951, will not prevent the transfer from being made. This will 
avoid bringing another bill before the Congress at a later date and also 
may possibly avoid the United States Government taking physical 
possession of these ships during the time lend-lease accounts are being 
settled. 

No rehabilitation costs are involved in the transfers contemplated 
in section 2, because the recipient nations already have the vessels in 
their possession and are maintaining them. The vessels will continue 
in this status until such time as the limiting ceiling imposed by the 
Mutual Defense Assistance Act, and referred to above, has been raised 
by the Congress. 


EFFECT ON UNITED STATES NAVAL STRENGTH 


Although it has been repeatedly emphasized by responsible authori- 
ties in the Navy Department that there is a global shortage of vessels 
suitable for antisubmarine warfare, the Joint Chiefs of Staff do not feel 
that the transfers to be authorized by the bill will result in these 24 
vessels being lost to the United States Navy as a part of the global 
enterprise. Mutual defense agreements with the recipient nations 
are in existence and the Joint Chiefs of Staff feel that the effectiveness 
of these vessels in antisubmarine warfare will be the greatest if the 
vessels are transferred as contemplated in the pending bill. More- 
over, the vessels affected by this proposed legislation are smaller and 
slower than the destroyer escort being retained with the operating 
forces of the Navy. The Navy is currently utilizing 5-inch, 24-knot 
steam-driven vessels, whereas those referred to in the bill are 3-inch 
Diesel-driven ships. The Department of Defense and the Department 
of State concur in the proposed legislation. The following letter from 
the Department of the Navy is hereby included as part of this report. 
The Bureau of the Budget interposes no objections to the transfers. 
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DEPARTMENT OF THE Navy, 
OFFICE OF THE CHIEF OF NAVAL OPERATIONS, 
Washington 25, D. C., April 4, 1941. 
Hon. Ricwarp B. Russe tu, 
Chairman, Senate Armed Services Committee, 
United States Senate, Washington, D. C. 


Dear SENATOR Russeuui: You will recall that the fourth section of the bill 
H. R. 1001 which has now been enacted as Public Law 3, Eighty-second Congress, 
approved March 10, 1951, forbids the transfer of battleships, cruisers, carriers, 
destroyers, or Submarines which have not been stricken from the Navy Register 
as provided by section 2 of the act of August 5, 1882, as amended. 

At the time Public Law 3 was enacted, all international commitments for sales 
or grant-aid transfers of vessels of the proscribed categories had been accomplished 
except some contemplated transfers and sales of ships of the destroyer-escort 
class, 

Section 4 of Public Law 3 does not specifically forbid transfers of destroyer 
escorts as such. It is my view, however, that in reality destrover escorts con- 
stitute a destroyer type and that to regard them as within the proscribed class is 
in consonance with the purpose and spirit of the enactment by Congress of section 
4 of Public Law 3. Language of the Surplus Property Act of 1944 similar to that 
of section 4 of Public Law 3 has been construed as including destroyer escorts 
within the term “destrovers.” 

I feel, therefore, that further transfers of destroyer escorts must be referred 
to the Congress; and with that end in view, I am taking this means of advising 
you of the situation. The chairman of the Committee on Armed Services of the 
House of Representatives has also been advised. That committee heard the 
matter on April 3 and voted to report favorably a measure (the bill H. R. 3463, 
as amended by the committee) which would authorize the sales and transfers of 
destroyer escorts which I shall explain below. The circumstances of proposed 
sales and transfers for which international commitments exist fall conveniently, 
into three separate groupings. 

First, there are pending grant-aid transfers under the Mutual Defense As- 
sistance ‘t of 1949, as amended, for which allocations have been made and 


funds appropriated for the fiscal year 1951. In this group are two destroyer 


escorts for France and two for Denmark. France and Denmark have need of 
these ships to fulfill North Atlantic Treaty obligations. 

Second, there are pending sales of three destroyer escorts to Peru and two to 
Uruguay under the provisions of section 408 (e) of the Mutual Defense Assist 
of 1949. as amended. \ program was formulated near the end of 
ill to strengthen the defense of the Western Hemisphere by the 
ome vessels to certain of the South American Republics. The pro- 
xcept for these five ships Agreements for these sales have 
am advised by the Department of State that our national 

served bv executing the agreements 
problem of ultimate disposal! of destroyer escorts now in 
ign governments under subsisting lend-lease agreements 
ch ships, the United Kingdom has one, and France has six 
unts with these countries are eventually settled, it is not 
repossess these ships. It will be preferable to transfer title under 


ations of the Mutual Defense Assistance Act of 1949, as 


at an early opportunity you arrange for me to appear 
o explain the matters which I have discussed briefly in 
li would be helpful if your committee would consider 
hould it be referred to your committee, or a similar 

‘h the preparedness subcommittee has recently 

ips to foreign governments, | am supplying Senator 


this letter, 


FORREST SHERMAN, 
Admiral, l'nited States Navy. 
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UTHORAIZING AND DIRECTING THE ADMINISTRATOR OF GEN 
“EBAI ERVICES TO TRANSFER TO THE DEPARTMENT OF THE 
SOK KORCE CERTAIN PROPERTY IN THE STATE OF MISSISSIPPI 


Co 


Y 26 (legislative day, Jury 24), 1951.—Ordered to be printed 


Mr. McCuexxan, from the Committee on Expenditures in the Exe 
tive Departments, submitted the following 


REPORT 
(To accompany 8, 1673] 


The Committee on Expenditures in the Executive Departments, to 
whom was referred S. 1673, to authorize and direct the Administrator 
of General Services to transfer to the Department of the Air Force 
certain property in the State of Mississippi, having considered the 
same, report favorably thereon, without amendment, and recommend 
that the bill do pass. 

GENERAL STATEMENT 


The purpose of the proposed legislation is to authorize the Adminis- 
trator of General Services to transfer, without reimbursement, two 
tracts of land consisting of 147 acres and 14.35 acres, respectively, 
from the General Services Administration to the United States Air 
Force. The property covered by this bill is adjacent to Keesler 
Air Force Base in H: rison County, Miss. The tract containing 147 
acres is now occupied by the ee ot the Air Force under a 
temporary permit granted by the Veterans’ Administration. A sew- 
age-disposal plant and a substantial cae of the air-base runways 
are located on this tract. The smaller tract adjoins the larger one 
and is needed by the base for use in connection with the approach 
zone to the northwest-southeast runway. It is understood that both 
of these tracts of land were originally procured by the Veterans’ 
Administration from the city of Biloxi, Miss. 

Under the provisions of the Federal Property and Administrative 
Services Act of 1949, as amended, all agencies of the Government are 
required to notify the General Services Administration when property 
becomes excess to the needs of an agency. On receipt of such in- 
formation, the General Services Administration contacts other de- 
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partments and agencies of the Federal Government to ascertain 
whether they need the property which has become excess. It may 
then be transferred to another agency at the fair market value, as 
provided in section 109 of the Federal Property and Administrative 
Services Act of 1949. If this method is not employed, and the 
procuring agency requests that the transfer be made without re- 
imbursement of funds, specific authorization of the Congress is 
required, as contemplated in 8S. 1673. 

On October 30, 1950, the Veterans’ Administration notified the 
General Services Administration that these two tracts of land were 
in excess to the needs of the Veterans’ Administration, in accordance 
with the above-required procedure. Inasmuch as the property 
covered by this bill is now under the custody, control, and ownership 
of the Veterans’ Administration, and no transfer of funds or reim- 
bursement is contemplated, the committee recommends that the bill 


be approved and the property transferred to the Air Force for the 
use intended. 


REPORTS FROM AGENCIES 


Reports on the bill have been received from the Department of 
Defense, Veterans’ Administration, Bureau of the Budget, and the 
General Services Administration, all of which have endorsed the 
provisions of the bill and recommend its enactment. There is 
attached hereto and made a part of this report the letters received 
from these agencies. 


ASSISTANT SECRETARY OF DEFENSE, 


Washington 25, D. C., May 22, 1951. 
Hon. Ricuarp B. Russet, 


Chairman, Committee on Armed Services, 
United States Senate. 

Dear Mr. CuHarrMan: There is forwarded herewith a draft of legislation 
to authorize and direct the Administrator of General Services to transfer to the 
Department of the Air Force certain property in the State of Mississippi. 

This proposal is a part of the Department of Defense legislative program for 
1951 and it has been approved by the Bureau of the Budget. The Department of 
Defense recommends that it be enacted by the Congress. 

Purpose of the legislation.—The purpose of the proposed legislation is to authorize 
the transfer by the Administrator of General Services of two tracts of land, con- 
taining 147 acres and 14.35 acres, respectively, to the Department of the Air 
Force without reimbursement therefor. Both of the tracts are needed for use 
as a part of the Keesler Air Force Base in Mississippi. The larger of the tracts 
is now occupied by the Department of the Air Force under a temporary permit 
from the Veterans’ Administration. A sewage disposal plant and a substantial 
portion of the air base runways are located on that tract. The smaller tract 
adjoins the larger one and is needed for use in connection with the approach zone 
to the northwest-southeast runway. Both of the tracts have been declared by 
the Veterans’ Administration to the General Services Administration as excess 
property. 

Legislative reference 8. -None. 

Cost and budget data.—Enactment of this proposed legislation will not result 
in the expenditure of funds for the transfer of the property. The purpose of this 
proposal is to authorize the proposed transfer of property without the reimburse- 
ment of funds that would be required if such transfer were made through the 
Administrator of General Services under his general authority to transfer excess 
property. 

Department of Defense action agency.—The Department of the Air Force has 


been designated as the representative of the Department of Defense for this 
legislation. 


Sincerely, 


Danie_ K. Epwarps. 
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VETERANS’ ADMINISTRATION, 
Washington 25, D. C., July 2, 1961. 
Hon. Joun L. McCue ian, 
Chairman, Committee on Expenditures in the Executive Departments, 
United States Senate, Washington 25, D. C. 

Dear SENATOR MCCLELLAN: This has further reference to your letter of June 
18, 1951, requesting a Veterans’ Administration report on 8S. 1673, Eighty-second 
Congress, a bill to authorize and direct the Administrator of General Services to 
transfer to the Department of the Air Force certain property in the State of 
Mississippi. 

The purpose of the proposed legislation is to authorize the transfer from the 
General Services Administration to the Department of the Air Force, without 
reimbursement of funds, two tracts of land which it is understood are needed for 
the Keesler Air Force Base near Biloxi, Miss. 

The land in question was acquired by the Veterans’ Administration from the 
city of Biloxi, Miss., for a nominal consideration of $1, and on October 30, 1950, 
was declared by the Veterans’ Administration to the General Services Adminis- 
tration to be in excess of our needs. 

The Veterans’ Administration has no objection to the proposed legislation. 

Advice has been received from the Bureau of the Budget that there would be 
no objection by that office to the submission of this report to your committee. 

Sincerely yours, 
C. W. CLaRK 
(For Carl R. Gray, Jr., Administrator). 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., June 29, 1951. 
Hon. Jonn L. McCuie.uan, 
Chairman, Senate Committee on Expenditures in the Executive Departments, 
Room 249, Senate Office Building, Washington 25, D. C. 

My Dear Senator McCiexan: This is in reply to vour letter of June 18, 
1951, requesting the views of this office with respect to S. 1673, a bill to authorize 
and direct the Administrator of General Services to transfer to the Department of 
the Air Force certain property in the State of Mississippi 

As you know, this bill is a part of the 1951 legislative program of the Depart- 
ment of Defense. The need for its enactment is indicated in a justification which, 
it is understood, has been submitted directly to your committee. 

For the reasons set out in the above-mentioned justification, the Bureau of the 
Budget recommends that S. 1673 be enacted into law. 

Sincerely yours, 
ExLMer B. Staats, 
Acting Director. 


GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C., July 3, 1981. 
Hon. Joun L. McC Le.uan, 
Chairman, Committee on Expenditures in the Executive Departments, 
United States Senate, Washington 25, D. C. 

Drar SENATOR McC.euuan: This is in reply to your letter of June 18, 1951, 
which transmitted a copy of 8. 1673, entitled ‘‘A bill to authorize and direct the 
Administrator of General Services to transfer to the Department of the Air Force 
certain property in the State of Mississippi,’’ and requested the views and recom- 
mendations of the General Services Administration on this proposed legislation. 

This bill would provide for the transfer, without reimbursement, of certain 
Government-owned land located in Harrison County, Miss., to the Department 
of the Air Force. This Administration would be authorized to make the transfer. 

It is recommended that a more detailed legal description of the land involved 
be prepared, as the description in the bill is only partly metes and bounds. 

This Administration will interpose no objection to the enactment of S. 1673. 

The Bureau of the Budget advises that there is no objection to the submission 
of this report to your committee. 

Sincerely yours, 
Jess Larson, Administrator. 


Cy 
i 
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PAL ‘HORIZING THE SALE OF THE CHICAGO APPRAISER 
a STORES BUILDING TO THE CITY OF CHICAGO 


JuLy 26 (legislative day, . 


Mr. MeC.Lenuan, from the Committee on Expenditures m the Execu- 
tive Departments, submitted the following 


REPORT 
[To accompany H. R 


The Committee on Expenditures in the Executive Depart 
to whom was referred the bill (H. R. 3049) to authorize the 


the Chicago Appraisers’ Stores Building to the city of Chica 
ne considered the same, report favorably thereon without amend- 
ment, and recommend that the bill do pass, 


GENERAL STATEMENT 


This bill, which is identical to S. 982 which was also referred to this 
committee, authorizes and directs the — strator of General 
Services to convey by quitclaim deed all right, title, and interest of 
the United States in the ( ‘hicago Appraise! ot Stores Building, and the 
land on which the building is located, to the city of Chicago, in 
consideration of the fair market vali ue of the property. 

The bill contains a proviso directing that the instrument of convey- 
ance shall contain such terms and conditions as will allow the recapture 
of the property in the event that it is not de voted | Lo sublie purposes 
within such period of time as the Administrator of General Services 
shall determine to be reasonable. 

The committee was informed by representatives of the Publie 
Buildings Service that independent appraisers employed bv the 
Federal Government placed a value of $239,000 on the propert 
covered by this bill. The city of Chicago had the property appraised 
by a different concern than the one emploved by the Government and 
it determined that the Ra market value of the property was $82,50\ 
for the land and $140,000 for the building, or a total of $2 : 
acquisition purpose. 


\ 








2 SALE OF A BUILDING TO THE CITY OF CHICAGO 
DESCRIPTION OF THE PROPERTY 


The property proposed to be sold under the provisions of this bill 
consists of the south half of lot 12 and all of lots 13 and 16 (except 
of that part taken for public alley), located at South Sherman and 
West Harrison Streets in the city of Chicago, consisting of approxi- 
mately 14,750 square feet of land on which an eight-story brick and 
sandstone building is located, containing about 31,490 square feet 
of usable office space. 


The building was constructed in 1891 for the Bureau of Customs 
and used by that agency of the Government until 1933, when a new 
building was erected and the collector moved into the Customs House 
at Canal and Harrison Streets. The building was vacant from 1933 
until April 1941, at which time the United States Army accepted 
custody of and accountability for the property. At the end of World 
War II, the Department of the Army declared the property excess to 
its needs, and transferred to the General Services Administration, 
which agency is not responsible for the custody, maintenance, repair, 
and assignment of space in the building. At present, space in the 
building is assigned to the Fifth Army, Air Force regional offices, 
Atomic Energy Commission, Office of the Housing Expediter, Selective 
Service System, Department of the Treasury, and the Production and 
Marketing Administration of the United States Department of 
Agriculture. 


PROPERTY NEEDED FOR DEVELOPMENT OF SUPERHIGHWAY SYSTEM 


The property covered by this bill is urgently needed for develop- 
ment of the new Congress Street superhighway, as outlined in the 
report of the House Committee on Expenditures in the Executive 
Departments in its report on the bill (H. Rept. No. 640, 82d Cong.), 
from which the following is quoted: 


The Chicago Appraisers’ Stores Building is located at 530-542 South Sherman 
Street, in Chicago, Ill. The land upon which this building is situated is desperately 
asancitr by the city of Chicago as a part of the new Congress Street superhighway, 
presently under construction. The Congress Street supe rhighway is a part of the 
compre hensive superhighw ay system of the city of Chicago. This superhighway 
is proposed to connect with and is part of the interstate system of defense high- 
ways, as selected by the Bureau of Public Roads, with the assistance of the 
Department of Defense. This route is being constructed as a cooperative venture 
of the State of Illinois, the county of Cook, and the city of Chicago, with assistance 
from Federal-aid highway funds. Congress Street superhighway will afford greatly 
needed traffic relief for the city of Chicago. The traffic capacity of the ¢ ‘hicago 
highway system will be increased by an estimated 80,000 vehicles per day. Con- 
struction of this superhighway is well advanced; scarcely a dozen parcels of realty 
remain yet to be acquired out of a total of about 3,000 parcels. Fifty percent of 
the right-of-way acquired has been cleared; actual construction of highway 
structures is proceeding at many locations. In the downtown section the super- 
highway passes through the La Salle Street Railroad Station used by the New 
York Central Railroad, the Chicago, Rock Island & Pacific Railroad, and the Nickel 
Plate Railroad. The three railroads named operate all of their passenger, baggage, 
and mail trains into this terminal, approximating 175 train movements in and 
out of the station per day. These operations entail the use of the station by 
50,000 passengers per day. 

The superhighway will pass under the tracks of the railroad which are elevated 
but will cut through the heart of the station on the street level, taking out of use 
mail, express, baggage, taxi, and bus facilities. Since it is absolutely essential 
that these facilities be retained in close connection with the operation of this 
rail terminal, the best plan is one which will allow reconstruction of these facilities 
immediately west of and adjoining the present rail terminal. 
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In order to accomplish this it is necessary to move present Sherman Street 
which is now immediately west of the existing railroad station, a distance of 108 
feet to the west. In order to move Sherman Street to the west it is necessary that 
the city acquire all the property on the west side of Sherman Street from Harrison 
Street north for a distance of 667 feet. The Chicago Appraisers’ Stores Building 
and land is immediately north of Harrison Street and is in the portion needed ce 
the city for the relocation of Sherman Street. All of the other private property 
on the west side of the street for this relocation of Sherman Street has been 
acquired by the city. 

The revision of streets and railroad facilities at this location will allow the 
railroad terminal to continue in operation with Congress Street running through it 
and will also greatly improve existing street-traffic conditions in the immediate 
area of the station. 

Comprehensive planning and study by Federal, State, and local officials, as 
well as engineering and traffic experts, have demonstrated that this is the only 
practicable plan assuring satisfactory performance. The railroad companies 
owning the La Salle Street Terminal, as well as the Chicago City Council, have 
indicated formal approval of the proposed method for handling the railroad 
facilities and street relocations as outlined. 

The Congress Street Superhighway is a part of the comprehensive 
highway system of the city of Chicago. It is proposed to connect 
this superhighway with the interstate svstem of defense highways as 
selected by the Bureau of Public Roads, and approved by the Depart- 
ment of Defense. The completion of this system of superhighways, 
financed jointly by the State, county, and Federal Governments, is 
considered to be in the national interest because of its relationship to 
the national defense program, and the committee is in accord with 
action taken by the House of Representatives in approving the bill, 
and recommends concurrence of the Senate. The committee further 
believes that the interest of the Federal Government should be pro- 
tected and, therefore, recommends, if the bill is enacted into law, that 
the Administrator of General Services exercise due diligence in his 
negotiation with the officials of the city of Chicago, with a veiw of 
obtaining as much for the property as he deems fair and equitable, 
but in no event to accept less than the valuation placed thereon by 
the appraisers. 


REASON FOR SPECIFIC LEGISLATION 


Since the property covered by this bill is not surplus to the needs 
of the Government and it cannot be disposed of pursuant to the 
authority contained in section 203 of the Federal Property and Admin- 
istrative Services Act of 1949, as amended, specific legislation author- 
izing the sale of this Federal property is required, as provided by 
H. R. 3049. 

It is understood that plans have been completed by the General 
Services Administration for transferring the agencies now occupying 
the Chicago Appraisers’ Stores Building to other space cither rented 
or owned by the Federal Government. 


AGENCY COMMENTS 


This bill has been submitted to the General Services Administration, 
Bureau of the Budget, and General Accounting Office for their views 
as to the merit and propriety of the proposed legislation. All of these 
agencies have reported favorably on the bill. There is attached hereto 


and made a part of this report letters received by the chairman from 
these agencies. 
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GENERAL ACCOUNTING OFFICE, 
Washington, March 15, 1951. 
Hon. Joan L. McCLe.uan, 
Chairman, Committee on Expenditures in the Executive Departments, 
United States Senate. 


My Dear Mr. CuHarrmMan: Reference is made to your letter of March 5, 1951, 
acknowledged by telephone March 8, 1951, requesting the comments of this office 
concerning 8S. 982, Eighty-second Congress, entitled “A bill to authorize the sale 
of the Chicago Appraisers’ Stores Building to the city of Chicago.”’ 

The bill would authorize and direct the Administrator of General Services, 
General Services Administration, to convey by quitclaim deed to the city of 
Chicago all right, title, and interest of the United States in and to the Chicago 
Appraisers’ Stores Building, located at 530 to 542 South Sherman Street, Chicago, 
Ill., and the land on which said building is situated, in consideration of the pay- 
ment of the fair market value therefor, provided that the instrument of convey- 
ance shall contain such terms and conditions as will allow the recapture of the 
property in the event it is not devoted to public purposes within such period of 
time as the Administrator shall determine to be reasonable. 

Companion bills H. R. 3046 and 3049 were introduced in the House of Repre- 
sentatives on March 5, 1951. 

This Office has no direct factual information as to the need or desirability of the 
proposed legislation and, therefore, I make no recommendation with respect to the 
enactment of S. 982. 

However, it is understood informally that the proposed legislation is regarded 
necessary to effect the proposed conveyance since the building is not presently in 
excess of the Government’s needs therefor. Otherwise it would appear the 
conveyance could be effected by the Administrator of General Services, General 
Services Administration, under authority of section 203 of the Federal Property 
and Administrative Services Act of 1949, 63 Stat. 377, 385. 

Sincerely yours, 
FRANK L. YATEs, 
Acting Comptroller General of the United States. 





EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D. C., May 8, 1951 
Hon. Jonn L. McCLe ian, 
Chairman, Committee on Expenditures in the Executive Departments, 
United States Senate, Senate Office Building, Washington, D. C. 

My Dear Senator McCueuian: This is in reply to your letter of March 5, 
1951, requesting the views of this Office regarding 8. 982, a bill to authorize the 
sale of the Chicago Appraisers’ Stores Building to the city of Chicago. 

The Administrator of General Services, in his report to your committee on this 
bill, points out that the Chicago Appraisers’ Stores Building is located in an area 
where property is being acquired by the city of Chicago for use in its superhighway 
program, that the bill provides for conveyance at fair market value with provision 
for reversion to the United States if the property is not devoted to public purposes, 
and that the city has indicated its willingness to pay a fair price for the property. 
Since the property is presently being used for the storage of records and is not 
surplus to the needs of the Government, its disposal may require that some of 
the records be placed in rented space. 

However, in view of the city’s need for the property in connection with its civic 
program, this office would have no objection to the enactment of this legislation. 

Sincerely yours, 
F. J. Lawron, Director. 


GENERAL SERVICES ADMINISTRATION, 
Washington, May 11, 1951. 
Hon. Jonn L. McCuie.ian, 
Chairman, Committee on Expenditures in the Executive Departments, 
United States Senate, Washington, D. C. 

Dear Senator McCuievian: Reference is made to your letter of March 5, 
1951, requesting the opinion of the General Services Administration as to the 
merits of 8S. 982, a bill to authorize the sale of the Chicago Appraisers’ Stores 
Building to the city of Chicago. 
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Under this legislative proposal the Administrator of General Services would 
convey by quitclaim deed, in consideration of payment of the fair market value 
of the property, to the city of Chicago, IIL, all right, title, and interest of the United 
States in and to the Chicago Appraisers’ Stores Building in Chicago, and the land 
upon which the building is situated as particularly described in the bill. It con- 
tains a proviso directing that the instrument of conveyance shall contain such 
terms and conditions as will allow the recapture of the property in the event that 
it is not devoted to public purposes within such period of time as the Adminis- 
trator shall determine to be reasonable. 

The Chicago Appraisers’ Stores Building is at present being fully utilized by 
the Government for the storage of records. Should the property be sold, it is 
not improbable that some of the records would have to be placed in rented space, 
although it may be found expedient to consolidate a considerable amount of them 
in the records center which it is proposed to establish in Chicago in the immediate 
future. 

Under the circumstances, the property which is the subject of S. 982, not 
being surplus to the needs of the Government, may not now be disposed of pur- 
suant to the procedures for disposal of surplus property in effect pursuant to the 
Federal Property and Administrative Services Act of 1949, as amended. Special 
legislation is therefore required to effectuate conveyance of the property. 

The Chicago Appraisers’ Stores Building is located in an area where property 
is being acquired by the city of Chicago for use in its superhighway program. 
We understand buildings in the immediate neighborhood are already being torn 
down, and the demolition of the Chicago Appraisers’ Stores Building would be 
required in order for the city to complete the superhighway program. The bill 
proposes that the conveyance by the United States be in consideration of the fair 
market value of the property, and we have been advised by the commissioner of 
subways and superhighways of the city that it is willing to pay a fair price for 
the property. The General Services Administration believes that the United 
States, to the extent consistent with its own interest, should cooperate with the 
city of Chicago in the accomplishment ‘of what we understand to be one of its 
major civic programs. This Administration, therefore, interposes no objection 
to enactment of S. 982. 

The Bureau of the Budget advises that there is no objection to the submissio1 
of this report to your committee. 

Sincerely yours, 
Jess Larson, Administrator. 
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AUPHORIZING AND DIRECTING CONVEYANCE OF A CERTAIN 
© TRACT OF LAND IN THE STATE OF FLORIDA TO THE ST. 
= AWGUSTINE PORT, WATERWAY, AND BEACH COMMISSION 


Jury 26 (legislative day, Juty 24), 1951.—Ordered to be printed 


Mr. McC te .tan, from the Committee on Expenditures in the 
Executive Departments, submitted the following 


REPORT 


{To accompany 8. 1214] 


The Committee on Expenditures in the Executive Departments, to 
whom was referred the bill (S. 1214) to authorize and direct conveyance 
of a certain tract of land in the State of Florida to the St. Augustine 
Port, Waterway, and Beach Commission, having considered the same, 
report favorably thereon with amendments, and recommend that the 
bill do pass. 

The amendments are as follows: 

On page 1, line 4, following the word ‘‘deed’’, add the words ‘“‘with- 
out monetary consideration”. 

» On page 1, delete all after the word “‘Beach”’ on line 5, through and 
including the word ‘‘Beach” on line 6. 


PURPOSE 


This bill would authorize and direct the Administrator of General 
Services to convey a certain tract of land in the State of Florida to 
the St. Augustine Port, Waterway, and Beach District. The St. 
Augustine Port, Waterway, and Beach Commission is the governing 
body of the district, which is a political subdivision of St. Johns 
County, Fla. It was established by an act of the Florida Legislature, 
for the purpose of creating and improving, for harbor purposes, anv 
waterway within the district, and to construct and maintain certain 
harbor facilities, such as turning basin, slips, and channels. Funds 
for these purposes were provided for by local taxation. 

The United States Coast Guard planned to construct a lifeboat or 
Coast Guard station on this property in 1940, at which time the 
property was privately owned. Since the Coast Guard had no funds 
available with which to purchase the property, representatives of the 
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local chamber of commerce approached the Board of County Com- 
missions of St. Johns County and the City Commission of St. Augustine 
requesting them to provide $600 each, or a total of $1,200, for the 
purchase of the property. These two local governmental bodies 
thereupon furnished the chamber of commerce with the money out of 
public funds, and the owners of the property executed and delivered 
the deed to the United States on November 1, 1940. The deed was 
recorded on April 26, 1941. 

The Coast Guard bas never made use of the property because no 
appropriation was made available for the construction of the station 
as had been planned. Accordingly, it has determined that the site 
is not required for operational use and the Coast Guard has declared 
the property to be excess to its needs. 

The St. Augustine Port, Waterway, and Beach Commission now 
desires to use the property in question for public purposes under 
authority granted to it by the State legislature. The commission has 
informed this committee that neither the city of St. Augustine nor 
the county of St. Johns has indicated a desire to acquire the property, 
which is outside the corporate limits of the city, and that the com- 
mission has authorized reimbursement of both the city and the county 
for the amounts paid by each toward the original purchase price, on 
the approval of the subject bill. 


AMENDMENTS 


The Bureau of the Budget and the Department of the Treasury 
have no objection to the enactment of this bill. The Administrator 
of General Services strongly recommends its approval, as amended. 
The first amendment requires the conveyance to be made by quit- 
claim deed without monetary consideration, instead of by quitclaim 
deed, as the bill originally provided. This amendment is in accord 
with the practice followed by the Congress in legislation of this type. 

The second amendment directs the conveyance to be made to the 

Augustine Port, Waterway, and Beach District, rather than to 
the St. Augustine Port, Waterway, and Beach Commission. The 
district is aggovernmental subdivision of the county in which the prop- 
erty is located, whereas the commission is only the governing body 
of the district. It therefore appears that the commission would have 
no authority to take title to the property and the bill has been amended 
so as to provide for conveyance to the governmental subdivision. 


CONCLUSIONS 


The committee recommends that S. 1214 be approved, as amended. 
The United States Government acquired this property without pay- 
ment of any money (although the deed recites payment of a consid- 
eration of $10), and it has never used the property, which has now 
been declared excess to its needs. All of the governmental agencies 
concerned concur in the desirability of this legislation, and the Ad- 
ministrator of General Services strongly recommends its enactment. 
Finally, the governmental subdivision to which the property would 
be conveyed desires to use the property for public purposes, in accord- 
ance with the authority granted to it by the State legislature. 
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AGENCY COMMENTS 


The following letters were received by the committee and are made 

a part of this report: 
EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGE’ 
Washington 25, D. C., May 16, 1951. 
Hon. Joun L. McCuie.uan, 
Chairman, Committee on Expenditures in the Executive Departments, 
United States Senate, Senate Office Building, Room 249, 
Washington, D. ¢ 

My Dear Senator McCLE.Lian: This is in reply to vour request of March 30, 
1951, for the views of this office with respect to 8S. 1214, a bill to authorize and 
direct conveyance of a certain tract of land in the State of Florida to the St 
Augustine Port, Waterway, and Beach Commission 

Both the Treasury Department and the General Services Administration have 
reported favorably with respect to the subject legislation 

The Treasury Department advises that as the result of action initiated by citi- 
zens of St. Augustine, the tract of land in question was donated to the United 
States in 1940 for the purpose of establishing a lifeboat station thereon as author- 
ized by the act of July 30, }1937 (50 Stat. 546): that no appropriation was ever 
made for the establishment of a lifeboat station at this location; and that the Coast 
Guard has now determined that the site is not required for operational use and 
has reported it as excess to its needs. 

In its report to your committee the General Services Administration is sug- 
gesting certain minor clarifying amendments of the bill. 

This office sees no objection to the enactment of this legislation. 

Sincerely vours, 


F. J. Lawton, Director. 


GENERAL SERVICES ADMINISTRATION, 
Washington, May 24, 1951. 
Hon. Joun L. McCrLe.uuan, 
Chairman, Committee on Expenditures, 
United States Senate, Washington, D. ¢ 

DeAR SENATOR McCLELLAN: Reference is made to vour request of March 30, 
1951, for information regarding a bill (S. 1214) to authorize and direct convey- 
ance of certain lands in the State of Florida to the St. Augustine Port, Water- 
way, and Beach Commission. 

The land proposed to be transferred is more particularly described in deed 
conveying the property to the United States of America by the Vilano Bridge & 
Beach Corp., dated November 1, 1940, which recites a consideration of $10, and 
was recorded on April 26, 1941, No. 85255, Public Records of St. Johns County, 
Fla., Book 129 Deeds, page 157. 

While the deed recites a consideration of $10, it appears no money was paid 
by the United States toward the purchase price. The records indicate that the 
St. Augustine Chamber of Commerce was advised by the United States Coast 
Guard Service that no funds were available for the purchase of land for use as 
a Coast Guard station. The Board of County Commissioners of St. Johns 
County and the City Commission of St. Augustine were approached by repre- 
sentatives of the chamber of commerce and asked to provide $600 each for the 
purchase of the property from the Vilano Bridge & Beach Corp. This amount 
was provided by each body and paid to the chamber of commerce, which, in 
turn, paid the sum of $1,200 to the Vilano Bridge & Beach Corp. and the land 
was deeded by that corporation to the United States of America. 

The bill as worded proposes conveyance to the St. Augustine Port, Waterway, 
and Beach Commission of the St. Augustine Port, Waterway, and Beach District. 
This commission is the governing body of the above-mentioned district, which 
district is a political subdivision of Florida. Funds are provided from taxation 


for river and harbor improvements in cooperation with the United States (mong 
its functions are: ‘‘To create and improve for harbor purposes any waterways 
within said district * * * to construct turning basins, * * * to con- 


struct and maintain slips, turning basins, and channels” within the port district. 
It would appear that conveyance should, therefore, be made to the said district 
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For the purposes of clarification, it is recommended that on page 1, line 4, 
following the words “‘quitclaim deed” there be inserted the words “, without 
monetary consideration,’”’. We strongly recommend favorable action by the 
committee on this legislation. 

The Coast Guard has determined that the site is not required for operational 
use and has reported it as excess to its needs. The Bureau of the Budget has 


advised that there is no objection to the submission of this report to your com- 
mittee. 


Sincerely yours, 


Jess Larson, Administrator. 


O 
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SYp CONGRESS SENATE ( REPORT 
Ist Nession i No. 584 


AMENDING SECTION 12 OF THE MISSING PERSONS ACT, ; 
AMENDED, RELATING TO TRAVEL BY DEPENDENTS AN 
TRASMSPORTATION OF HOUSEHOLD AND PERSONAL EI 


Ly 27 (legislative day, Juny 24), 


kD, from the Committee on Armed Services, submitted 


following 


REPORT 


{To accompany H. R. 1199 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 1199) to amend section 12 of the Missing Persons Act, as 
amended, relating to travel by dependents and transportation of 
household and personal effects, having considered the same, report 
favorably thereon with amendments and recommend that the bill, as 
amended, do pass. 


AMENDMENTS TO THE BILL 
On page 1, line 7, after the word ‘‘dead’’, insert the word “‘injured”’ 
> J 
On page 1, line 7, after the word “missing” insert the following: 
“for a period of thirty days or more’’. 
On page 2, at the end of section 1, delete the quotation marks, and 
Se l 
add the following: 


When the person is in an ‘injured’ status, the movement of dependents or house- 
hold and personal effects provided for herein may be authorized only in cases 
where the anticipated period of hospitalization or treatment will be of prolonged 
duration. No transportation shall be authorized pursuant to this section unless 
a reasonable relationship exists between the condition and cire tl 
dependents and the destination to which transportation is requested 

June 25, 1950, and for the purposes of this section only, the terms 

personal effects’ and ‘household effects’ may include, in additio 

thorized weight allowances, not to exceed one privately 

shipment of which at government expense is authorized 

vehicle is located outside the continental limits of the United 


On page 3, line 4, after the word “Act,” insert the following: 


heretofore not allowed by virtue of inability to establish deat} 
result of military or naval operations”’ 
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On page 3. add at the end of the bill the following new subsection: 


(c) Payments made by disbursing officers on or after June 25, 1950, and prior 
to the date of approval of this Act for the transportation, pac king and unpacking 
of privately owned motor vehicles transported under the conditions set forth in 
section 12 of the Missing Persons Act, as amended by section 1 of this Act, are 
hereby ratified. 


PURPOSE OF THE BILL 


The purpose of the proposed legislation is to clarify the meaning of 
section 12 of the Missing Persons Act, which section authorizes ‘the 
transportation of depe ndents of certain personnel and the shipment of 
their household goods and personal effects, and to provide for the 
validating of certain related claims and payments. 


OPERATIONS UNDER SECTION 12 OF THE MISSING PERSONS ACT 


The Missing Persons Act was approved March 7, 1942. It is tem- 
porary legislation which remains in effect until formal termination of 
World War II and for 12 months thereafter. The purpose of the act 
was to provide for the continued payment and related services for 
not only these persons who were classified as missing or missing in 
action, but also for those who died or were injured, interned, captured 
by the enemy, or placed in similar wartime classifications. The act 
is still operative, inasmuch as World War II has never been formally 
ended insofar as this particular statute is concerned. 

This bill deals only with section 12 of the act, which section provides 
for the disposition of dependents, household goods, and personal effects 
of certain individuals. As originally written section 12 provided 
follow Ss: 

Sec. 12. The dependents and household and personal effects of any person 
on active duty (without regard to pay grade) who is officially reported as injured, 
dead, missing as the result of military or naval operations, interned in a neutral 
country, or captured by the enemy, may be moved (including packing and un- 
packiug of household eflects) to the official residence of record for any such person, 
or upon application by su ch dependents, to such other locations as may be deter- 
mined hy the head of the departinent concerned or by such person as he may 
designate, by the use of either commercial or Government transportation: Pro- 
vided, That the cost of such transportation, including packing and unpacking, 
shall be charged against appropriations currently availatle. 

The military departments construed the intent of the above 
language to be that the clarifying pbrase ‘‘as the result of military 
or naval operations,’’ shown in boldface tvpe above, applied only to 
persons who were in the status of “missing.” The Comptroller 
General ruled otherwise, and by decision dated October 28, 1948, 
held that the clarifying phrase “as the result of military or naval 
operations” was applicable to those re ported as “injured” and “dead” 
as well as to those who are classified “missing.”’ 

In the meantime substantial numbers of claims had already beer 
paid by the services based upon their interpretation of the intent of 
the law as outlined above. The Comptroller General's ruling not only 
made it necessary to discontinue further payments, but to secure relief 
for disbursing officers who had previously made these payments in 
good faith. 
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EFFECT OF CAREER COMPENSATION ACT OF 1949 


The Career Compensation Act of 1949 clarified the situation some- 
what insofar as it related to deceased military personnel. Regula- 
tions issued pursuant to the act also clarified the situation somewhat 
insofar as it related to personnel who had been injured, but it is not 
clearly apparent what authority in the Career Compensation Act is the 
basis for that portion of these regulations which authorizes the trans- 
porting of dependents and pe rsonal effects of personnel who are in- 
jured, excepting where a permanent change of station for persons who 
are normally entitled to transportation for their dependents is con- 
cerned. 

In any event, these regulations did not become effective until April 

1951, and were not retroactive. Therefore, during the period be- 
tween the issuance of the Comptroller General’s ruling and the publi- 
cation of these regulations no dependents of deceased or injured mili- 
tary personnel, or their effects, were transported at Government ex- 
pense unless the death or injury of the individual serviceman was ‘“‘as 
the result of military or naval operations.” 


EXPLANATION OF THE BILL 


Excepting for that portion of the bill which relates to the trans- 
portation of privately owned motor vehicles, the bill as amended by 
the Senate Committee on Armed Services is very nearly identical with 
S. 2857, which passed the Senate June 8, 1950. That bill was there- 
after referred to the House of Representatives, but no further action 
was taken upon it. 

Section 1. Revising section 12 of the Missing Persons Act 

This section revises the existing text of section 12 of the Missing 
Persons Act so as to make it clear that it was not intended to deprive 
dependents of injured and deceased personne! of the benefits of the 
section, even though such injury or death did not result specifically 
from military or naval operations. 

As passed by the House of Re _ sentatives this section of the bill 
would remove the classification of “injured” from among those who 
are entitled to benefits under the provisions of section 12. The 
House version of the bill has been amended so as to retain this cate- 
gory of persons in the present text ef this section of the Missing 
Persons Act. This will insure that nenmilitary personnel are pro- 
vided for; also, it provides specific and unequivoc al authority to 
provide for the transportation of de ‘pendents of this category of 
persons “without regard to pay grade’ as is now contained in the 
present version of section 12. It is quite possible that the Joint 
Travel Regulations of the Uniformed Services obtains its authority 
with respect to dependents of personnel classified as “injured’’ from 
section 12 of the Missing Persons Act rather than from section 303 (c) 
of the Career Compensation Act. 

The Senate version further amends the House bill by requiring that 
persons must be in a status of ‘‘missing”’ for a period of at least 30 
days or more before their dependents may take advantage of this 
provision of the Missing Persons Act. It further requires that any 
transportation furnished a dependent must bear a reasonable relation- 
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ship between the condition and circumstances of the dependent and 
the destination to which transportation is requested. ‘The purpose 
of this restriction is to insure that transportation is not furnished to an 
individual simply because the individual is technically entitled to such 
transportation, unless the individual can show reasonable cause that 
the travel is actually to be performed and is justified on reasonable 
grounds. 

The Senate version makes further amendment to the House bill by 
authorizing the shipment of privately owned motor vehicles belonging 
to dependents of persons who come within the scope of section 12 of 
the Missing Persons Act. This addition 1s made to take care of a 

very real problem which has arisen as the result of ve Korean episode, 
in which many servicemen previously stationed in Japan, Okinawa, 
Hawaii, or other overseas bases have been killed, reported missing, or 
seriously wounded to a degree requiring evacuation to the United 
States. Under existing law the privately owned automobile can be 
shipped in Government vessels to a port of entry but cannot be shipped 
from the port to the home of the individual. This has caused obvious 
hardship by making it necessary that dependents improvise as best 
they can to get the family car to the new home. The bill has been 
amended so that beginning June 25, 1950, the privately owned motor 
vehicle belonging to an individual who comes within the purview of 
section 12 of the Missing Persons Act may be shipped to the designated 
home location from locations outside of the continental United States 
or in Alaska. 


Section 2. Retroactive feat ures of the bill 


(a) —— [ing claims for reimbursement.—This subsection author- 
izes until 3 years after date of the approval of the act the submission 
of claims for wave ‘| by dependents and for transportation of household 
and personal effects which either had been previously submitted and 
denied or which had never been presented for payment. This sub- 
section is identical with subsection 2 (a) of S. 2857, passed by the 
Senate on June 8, 1950. 

(b) Ratifying payments for travel and transportation.—This sub- 
section as amended by the Senate version would ratify payments which 
were made by disbursing officers under the provisions of section 12 
but which were disallowed as a result of the ruling by the Comptroller 
General. It is not necessary that this section be retroactive to Sep- 
tember 8, 1939, as is the case in the preceding subsection inasmuch as 
none of these payments could have been made until March 7, 1942, 
the date of enactment of the Missing Persons Act. The date refers 
to the date of the payment rather than to the date on which the 
travel was performed. 

(c) Ratifying payments for shipment of privately owned motor vehicles. 

This subsection ratifies payments which have been made by dis- 
bursing officers for the shipment of privately owned motor vehicles 
made on or since June 25, 1950. This will provide relief for the pay- 
ments made to approximately 127 families, covering 126 automobiles 
and 1 motorcycle, for an enavenate cost of $27,283.48. It is not 
possible to estimate how many additional cases will require ratifica 
tion, but available information indicates that the total number of 
privately owned motor vehicles shipped as the result of the Korean 
episode will not exceed 1,000. Assuming an average cost of $216, 
the net cost of this subsection of the bil] might be as much as $216,000. 
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PPROXIMATE COST 


The Department of the Navy estimates that a total of approxi- 
mately 1,000 families of persons who died in active service have been 
denied authority for transportation at Government expense. Based 
on past Navy experience, it is estimated that claims in the amount of 
$330,000 will be submiited by these dependents. 

It is impossible to arrive at a definite or fixed figure which would 
show the claims which may be submitted by the Army and the Air 
force dependents for the fiscal years 1946 through 1950. However, 
after deducting claims that have been erroneously paid, it is believed 
that it would be safe to assume that such claims would approximate 
$2,700,000 

Further assuming that all civilian employees who died overseas 
during the fiscal years 1946 through 1950 have dependents, it is esti- 
mated that the total amount of any such claims would approximate 
S3S0,000. 

As is indicated in the explanation of section 2 (c) of the bill, the 
increased cost resulting from shipment of privately owned automobiles 
might be as much as $216,000. 

Based on the figures in the four paragraphs immediately preceding, 
it may be assumed that the retroactive portion of this amendment 
will cost approximately $3,626,000. 


RECOMMENDATIONS OF THE DEPARTMENT 


The views of the Department of Defense on this bill are set forth in 
the following letters from the Department of Defense to Senator 
Russell. 

ASSISTANT SECRETARY or DEFENSi 
Wash ngton 25. D. ¢ Janu 4. 1941. 
Hon. Ricwarp B. Russe.n, 
Chairman, Commitiee on Armed Services, United Siates Ser 


My Dear Mr. CuHarrman: There is forwarded herewith a draft of legislatior 
to amend section 12 of the Missing Persons Act, as amended, relating to travel 
by dependents and transportation of household and personal effects, together with 


a sectional analysis thereof 


This proposal is a part of the Department of Defense legislative program for 
1951 and it has been approved by the Bureau of the Budget The Department 
of Defense recommends that it be enacted by the Congress 

Purpose of the legislation.—The present section 12 of the Missing Persons Act, 


as amended, provides that dependents and household and personal effects of 
persons on active duty who are “officially reported as injured, Cead, missing as the 
result of military or naval operetions, interned in 2 neutral country, or captured 
by the enemy, may be moved.’’ The phrase “as the result of military or naval 
operations’ has been the subject of various interpretations. 

By decision 28 Comptroller General 270, dated October 28, 1948, the Comp- 
troller General held that the phrase ‘‘as the result of military or naval operations” 
would be applicable to deceased persons as well as those in a missing status. 
This decision, which in effect held that transportation could be provided to de- 
pendents only when the death of the principal resulted from actual warfare, did 
not come to the attention of the Department of the Army until a large number of 
payments had been made for such transportation. 

As a result of the restrictive interpretation of the Comptroller General, and 
unless otherwise remedied, it will be necessary to make collections from the 
widow or other survivors of the deceased personnel for such payments previously 
made—coilections which would impose a great hardship in almost all instances 
Moreover, unless authority to provide the necessary transportation is enacted, 
the services will be in a position of being unable to provide necessary commercial 
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transportation for surviving persons who in many cases would have no other means 
of returning from the place of last duty of the deceased to their homes or usual 
places of residence. 

This proposal would also delete the word “injured’’ from section 12, as there 
is no justification therefor since the dependents normally would not be allowed 
to travel] to the location of the injured person. 

Legislative references.—Legislation identieal with this proposal, except for 
technical changes, was included in the Department of Defense legislative program 
for consideration by the Lighty-first Congress, second session, approved by the 
Bureau of the Budget, and introduced in the Congress (8. 2857 and H. R. 6814 
S. 2857 was passed, with amendments, by the Senate on June 8, 1950 (S. Rept 
1678), but no further action thereon was taken by the House of Represen- 
tatives. 

Cost and budget data.—It is estimated that prior claims adversely affected by 
rulings of the Comptroller General would amount to $3,410,000. There is no 
experience data or other means of determining the number of persons who may 
die or be declared missing in the future. 

Department of Defense action agency.—The Department of the Army has been 
designated as the representative of the Department of Defense for this legislation 

Sincerely yours, 
Marx Leva. 





ASSISTANT SECRETARY OF DEFENSE, 
Washington 25, D. C., July 18, 1951. 
Hon. Ricuarp B. RussE.1, 
Chairman, Armed Services Commtttee, United States Senate. 

Dear Senator Russeiy: There is presently pending before your committee 
an amendment (S. 330) to section 12 of the Missing Persons Act, as amended, 
relating to travel by dependents and transportation of household and personal 
effects. The amendment, as passed by the House of Representatives on June 4, 
1951 (H. R. 1199), broadens the definition of persons entitled to benefits under the 
act and validates payments made prior to a restrictive interpretation of the act 
by the Comptroller General. 

The purpose of this letter is to bring to your attention a further provision which 
the Defense Department believes should be added to the amendment and t¢ 
indicate the importance of the amendment, as thus amplified, to/the military 
departments. 

Under the Appropriation Act of 1950 (Public Law 434, sec. 617) and the 
regulations construing that act, the services may provide Government-paid 
transportation for ihe private automobiles of military personnel between overseas 
stations and United States ports, but not to the home residence or other inland 
points. On the other hand, section 12 of the Missing Persons Act provides for the 
Government-paid transportation to the home residence or other inland designation 
of the ‘‘dependents and household-and personal effects’? of dead or missing-persons 
as therein defined, but makes no specific mention of private automobiles. In 
accordance with an unpublished ruling of the Comptroller General (B-25101, 
April 20, 1942), private automobiles are not considered as ‘‘household”’ or ‘“‘per 
sonal effects” within the meaning of section 12 as presently written. 

The consequent absence of authority to ship the automobiles of missing per- 
sonnel beyond a United States port posed an insignificant problem before the 
Korean campaign. Now, however, the hardship on widows and other dependents 
of personnel missing in action, whose effects are sent home, but without their 
automobiles, has raised a morale problem in the Far East Command which has 
led the services to urge corrective legislation. 

At the time the House Armed Services Committee heard the proposed amend- 
ment to the Missing Persons Act, a provision for the inclusion of private auto- 
mobiles in the term ‘personal effects’? had not as yet been approved by the 
Department of Defense, had not been formally incorporated in a draft bill, and 
for that reason was not favorably considered by the committee. Such a provision 
now is approved by the Department, is incorporated in the draft bill attached, and 
does, I believe, merit the serious consideration of your committee 

May I respectfully request, therefore, that the pending amendment, with the 
additional provision discussed above.and with certain other recommended changes 
be set down for an early hearing. 

Sincerely yours, 
Joun G. ADAMS 
For Danie! K. Edwards 
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CHANGES IN 


In compliance with subsection 


THE MISSING PERSONS 


EXISTING LAW 


3 of rule XXIX of the 


ACT 7 


Standing 


Rules of the Senate there is herewith printed in parallel columns 
the text of the provisions of existing laws which would be repealed or 
amended by the provisions of the bill as amended by the 


ExistinGc Law 


The Act of March 7, 1942 (Public 
Law 490, 77th Cong.) 


Sec. 12. The dependents and house- 
hold and persena! effeets of any person 
on active duty (without regard to pay 
grade) who is off icially reported as in- 
jured, dead, missing as the result of 
military or naval operations, interned in 
a neutral country, or captured by the 
enemy, may be moved (including pack- 
ing and unpacking of household effects) 
to the official resident of record for any 
such person, or upon application by such 
dependents, to such other locations as 
may be determined by the head of the 
department concerned or by such person 
as he may designate, by the use of 
either commercial or Government trans- 
portation: Provided, That the cost of 
such transportation, including packing 
and unpacking, shall be charged against 
appropriations currently available. 


THe Bint 


That section 12 of the Miss 
Act, as amended, is hers 


ymmittee: 


ng Persons 


‘by further 


amended to read as follows: 


“Sec. 12. The dependents 
hold and personal effects of 
in active service (without. r 
grade) who is officially report 
injured, missing for a perio 
days or more, interned in 
country, or captured by t 
upon application by sucl 


and house- 


anv person 


gard to pay 


ed as dead, 
d of thirty 
a neutral 
he enemy, 


j 4 
aepet aenis, 


may be moved (including packing and 
unpacking of household effects), upon 


receipt by such dependents 
ficial report, to such loecatior 
determined in advance or ; 


of such of- 
1) as may be 
it seque rity 


approved by the head of the depart- 


ment concerned or by such 


persons as 
he may designate. The cost of such 
transportation, ineludin king and 
unpacking of houschol ( shall b 
charged against appropriations cur 
rently available. In lieu of transp 
tation authorized by this s n { 


pendents, the head of th 
concerned may authorize 


in money of amounts equal 


commercial transportation e 


whole or such part of trav 


transportation in kind is furnished, 
when such travel shall have been com- 
pleted. When the perso: I 

jured’ status, the movement foe 
pendents or household and personal ef- 
fects provided for herein may be tl 
ized only im cases where the ticipated 
period of hospitalizati I ment 
will be of prolonged durat : No 
transportation shall be authorized pur- 
suant to this section unle reasonable 
relationship exists between the cond 
tion and circumstances of the depend 
ents and the destination to which trans- 
portation is requested. Bein June 
25, 1950, and for the purp of this 
section only, the terms ‘hous ld | 
personal effects’ and ‘1 1 effects’ 
may include, in addition t her au- 
thorized weicht allowances { - 
ceed one privately ow: { vi e, 
shipment of which at gover nt ex- 
pense is authorized in tl ’ where 
the vehicle is located « f - 
tinental limits of the I | States or 


in Alaska.”’ 


sts for thre 


‘| for which 
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Existing Law Tue Bix 

Sec. 2. (a) Claims for travel by de- 
pendents and for transportation of 
household and personal effects which 
arose under section 12 of the Missing 
Persons Act, as amended, incident to 
the death of a person in active service 
and which were not presented for 
reimbursement or were presented and 
were rejected or disallowed, may, until 
three vears after the date of approval! 
of this Act, be presented for considera- 
tion or reconsideration and reimburse- 
ment under the provisions of section 12 
of the Missing Persons Act, as amended 
by this Act: Provided, That this section 
shali be applicable only to such claims 
which arose on or after September 8 
1939, and prior to the date of approval 
of this Act. 

(b) Payments made by disbursing 
officers for travel by dependents and 
for transportation of household and 
personal effects pursuant to section 12 
of the Missing Persons Act, as amended, 
on or after March 7. 1942, and prior to 
the date of approval of this Act, here- 
tofore not allowed by virtue of inability 
to establish death or injury as a result 
of militarv or naval operations, are 
hereby ratified. 

(c) Payments made bv disbursing 
officers on or after June 25, 1950, and 
prior to the date of approval of this 
Act for the transportation, packing and 
unpacking of privately owned motor 
vehicles transported under the econdi- 
tions set forth in section 12 of the 
Missing Persons Act, as amended hy 
section 1 of this Act, are hereby ratified. 
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82p CoNnarEss SENATE Report 
Ist Se ssion No. 585 


BER CAPITA PAYMENT MENOMINEE INDIANS, 
WISCONSIN 


(legislative day, Juty 24), 1951.—Ordered to be 


- O’Manoney, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
[To accompany H 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill CH. R. 3782) authorizing and directing the Secretary 
of the Interior to withdraw from the Menominee 4 percent fund 
the Treasury and expend such amount as is necessary to make a per 
capita payment of $150 to each member of the Menominee Tribe, 
Wisconsin, having considered the same, report thereon with the recom- 
mendation that it do pass with the following amendment 

On page 1, line 4, strike out the figure “4’’ and insert in lieu thereof 
the figure ‘5”’ 

Your committee recommends the amendment herein proposed, 
namely, that the per capita payment of $150 shall be withdrawn from 
the 5 percent fund instead of the 4 percent fund for the reason that 
the Gove ‘rmment should be relieved as much as possible from the 
pavment of 5 percent interest. The deposit on which the 5 percent 
interest is paid amounts to $960,093.89. The Government currently 
is paving much less interest on monevs borrowed from other sources. 

This bill has been considered by the Committee on Interior and 
Insular Affairs of the House; on June 25, 1951, that committee sub- 
mitted its report (H. Rept. No. 642) to the House, recommending its 
passage, and on July 2, 1951, it passed the House. 

This bill, as amended, and if enacted, will authorize and direct the 
Secretary of the Interior to withdraw from the Me1 canes 5-percent 
fund in the Treasury and pay to each member of the \Menomines 
Tribe, Wisconsin, approximately 3,000 members, the sum of $150 
aggregating approximately $450,000 

The Menominee Tribe has built up in the Treasury certain triba 
funds (the 5-percent fund and the 4-percent fund), principally as 
result of logging and sawmill operations by the Indians on thei 
reservation. 
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The deposit in the Treasury of the United States drawing interest 
at the rate of 4 percent per annum amounts to approximately $1,960,- 
000, producing an annual income to the Indians of approximately 
$78,400. 

These figures indicate that the Menominee Tribe has on deposit 
in the Treasury a total of approximately $2,994,000, and a total 
annual income from these funds amounting to approximately $126,400. 

By the distribution of the per capita payment herein authorized, 
the 5-percent fund in the Treasury would be reduced approximately 
$450,000, and the Government would be relieved of the payment of 
interest amounting to approximately $22,500 per annum. 

The authority for the depositing in the Treasury and the payment 

of the interest at the rate of 5 percent per annum by the Government 
is found in section 3 of the act of June 12, 1890 (26 Stat. 146), which 
provides as follows: 
Chat from the net proceeds of sales of said Menomonee logs shall be deducted 
one-fifth part, which shall be deposited in the Treasury of the United States to 
the credit of the Menomonee Indians in Wisconsin, to be used under the direction 
of the Secretary of the Interior for the benefit of said Indians, and the residue of 
said proceeds shall be funded in the United States Treasury, interest on which 
shall be allowed said tribe annually at the rate of five per centum per annum, to 
be paid to the tribe per capita, or expended for their benefit under the direction of 
the Secretary of the Interior. 

The authority for the payment by the Government of 4 percent per 
annum on Indian funds on deposit in the Treasury of the United 
States are found in sections 16la and 161b, 25 United States Code. 

All funds with account balances exceeding $500 held in trust by the United 
States and carried in principal accounts on the books of the Treasurv Department 
to the credit of Indian tribes, upon which interest is not otherwise authorized by 
law, shall bear simple interest at the rate of 4 per centum per annum. 

(ll tribal funds arising under section 155 of this title on June 13, 1930, included 
in the fund ‘“‘Indian money, proceeds of labor,”’ shall on and after July 1, 1930, be 
carried on the books of the Treasury Department in separate accounts for the 
respective tribes, and all such funds with account balances exceeding $500 shall 
bear simple interest at the rate of 4 per centum per annum from July 1, 1930. 

The Menominee Tribe recently, on July 11, 1951, was awarded a 
judgment of $8,500,000 in the Court of Claims by stipulation in 
settlement of all claims which said tribe has asserted against the 
United States. This sum ($8,500,000) will draw interest at the rate 

'4 percent per annum from the date of the entry of the said judg- 
ment. It is assumed that Congress will appropriate the amount of 
the said judgment in due course of time and place same in the Treasury 
to the credit of said Indians. 

An analysis of the Menominee tribal funds follows: 


Recapitulation, Menominee tribal funds 


Balance July 1, 1948 $2, 508, 896. 71 
Income: Fiscal vear: 
1949 $2, 006, 065. 23 
1950 _ 2, 060, 625. 17 
1951 2) 892) 714. 96 
6, 959, 405. 36 


Subtotal ) 468, 302. 07 
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Re capitulation, Me nominre I ibal fur as 


Balance July 1, 1948—-Continued 
Expenditures: Fiseal vear: 
140 $1, 902, 798. 53 
1950 2 152. 875. 63 
1951] 2, 418, 510. 91 
$6, 474, 185. 0 
Balance June 30, 1951_ 2, 994, 117. 00 
14X7384 Menominee 4-percent fund 
Balance July 1, 1948 790 
Income: 
Revenue 1949 S1, 90] 0 
fevenue 1950 1, 955, 688. 72 
Revenue 1951 2, 790, 826 
(48 
8, O61, 209. 82 


expenditures 1949: 
Agency expenses 935. 050 
Attornes fees 13. 149. 00 
Mill expens« 395. § 


Per capita payment 


1, 4YU 07 { 
Expenditures 1950: 
(Agency expenses 216, 333. OO 
Attorney fees 8 657. 42 
Per capita payment 114, 563. 35 
Mill expenses 1, 687, 2 ii 
» NIG R42 
Expenditures 1951 
Ageney expenses 530. OS2. Of 
Attorney fee 7 70H 
Per capita payment 92, 453. 18 
Mill expenses 1, 850, 663. 4 
2 281 1ON ¢ 
6. OOS. 549. 94 
Balance June 30, 195] 1. 962. 659. SS 
14 X 7884 interest and accruals on interest, Me- 
nominee 4 percent fund: 
Balance July 1, 1948 ee 16. 746. 52 
Income: 
Revenue 1949 se A $52. 206. 55 
Revenue 1950 53. O81. 93 
Revenue 1951 50. 278. 83 
155, 567. 34 
202 3 » OO 
Expenditures 
Agency expenses 1949 17, 441. 75 
Ageneyv expenses 1950 78. 519. 90 
Ageney expenses 1951 75, 433. 22 
201, 394. 87 
Balance June 30, 1951 918 99 
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Recapitulation, Menominee tribal funds—Continued 


14X7060 Menominee log fund (5 percent fund): 
Balance July 1, 1948 -n-~ $960, 093. 89 
No income or expenditure transactions Ei, wikenis 


Balance June 30, 1951 ; 960, 093. 89 


14X7560 Interest and accruals on_ interest, 
Menominee log fund: 
Balance July 1, 1948 poe a aera a ees eee 15, 645. 65 
Income: 

Interest 1949 ae $48, 012. 70 

Interest 1950 pe ee 48, 004. 70 

Interest 1951 : a kere ato 48, 004. 70 

— 144, 022. 10 


159, 667. 75 
Expendit ures: 


Agency expenses 1949 ; 62, 591. 05 
Agency expenses 1950 42, 578. 02 


Agency expenses 1951 aide as 53, 862. 62 
— 159, 031. 69 
Balance June 30, 1951___.____--_- ee eee a 636. 06 


14X7459 Proceeds of labor, Menominee Indians, Wisconsin: 


Balance July 1, 1948 : 5 ‘ 13, 503. 18 
Income, revenue: 
1949 $1, 507. 00 
1950 1, 650. 00 
1951 _- . 1, 500. 00 


4, 657. 00 


18, 160. 18 
Expenditures: 


Attorneys’ fees 1950 739. 62 
Attorneys’ fees 1951 . 6, 700. 41 
7, 440. 03 
Balance June 30, 1951 ; 10, 720. 15 


14X7959 Interest and accruals on interest, proceeds of labor, 
Menominee Indians, Wisconsin: 


Balance July 1, 1948 1, 873. 50 
Income, revenue: , 
Interest 1949_. $774. 35 
Interest 1950 596. 13 
Interest 1951 542. 97 


1, 913. 45 
3. 786. 95 
Expenditures, attorneys’ fees 1950 ie 2,910. 45 


Jalance June 30, 1951 : 876. ! 


14X7142 Menominee judgment 4 percent fund 
Balance July 1, 1948 : 12, 300. 12 
No transactions 


Balance Julv 1, 1951 sa esi 12. 300. 12 
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Recapitulation, Menominee tribal funds—Continued 


14X\7642 Interest and accruals on interest, Menominee judg- 
ment 4 percent fund: 


Balance July 1, 1948 $i. 240. 78 
Income: 
Interest 1949 $492. OO 
Interest 1950 192 OO 
Interest 1951 192. OO 
1, 476. 00 
Balance June 30, 1951 2 716. 78 


14X7062 Fulfilling treaties with Menominees, logs: 


Balance, July 1, 1948 : 5, 623. 14 
Expenditures: 
Per capita shares 1949 $246. 06 
Per capita shares 1950 222. 00 
Per capita shares 1951 118. 40 
586. 46 
Balance June 30, 1951 aD 5, 036. 68 
14X7562 Interest and accruals on interest, fulfilling treaties with 
Menominees, logs: 
Balance July 1, 1948_-_- ; 1, 546. 73 
Income: 
Interest 1949 } $225. 95 
Interest 1950 215. 03 
Interest 1951 , 206. 94 


647. 92 


5. 194. 65 


Expenditures: 
Per capita shares 1949_ __ , 203. 23 
Per capita shares 1950 196. 54 
Per capita shares 1951 110. 27 
510. 04 
Balance June 30, 1951 1 684. 61 
14X7059 Menominee fund: 
Balance July 1, 1948 18, 758. 56 
Expenditures: 
Shares 1949 S$}. 147: 17 
Shares 1950 143. 88 
Shares 1951 reece Ee 394. 56 
1, 955. 61 
Balance June 30, 1951 ‘ 16, 802. 95 
14X7559 Interest and accruals on interest, Menominee fund: 
Balance July 1, 1948 15, 774. 49 
Income: 
Interest 1949 $942. 26 
Interest 1950 896. 66 
Interest 1951 862. 96 
2, 701. 88 
18, 476. 3 
Expenditures: 
Shares 1949 991. 37 
Shares 1950 121. 79 
Shares 1951 392. 82 


Balance June 30, 1951 16, 670. 39 








b PER CAPITA PAYMENT MENOMINEE INDIANS, WISCONSIN 


The Secretary of the Interior states in his report on this bill, dated 
June 25, 1951, he has no objection to the enactment of this bill. 
A copy of the Secretary of the Interior’s report, dated June 25, 


1951, is attached hereto and made a part of this report, as follows: 


UNITED SravTes DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY. 
Washington, D. C.. June 25, 1951 
JOHN R Mai RDO¢ 


K, 
Chairman, Committee on Interior and Insula Af a > 
House o fe pre nialives, 

My Drar Mr. Murvock: This refers to vou jt a report on H. R 
782, a bill to authorize a per capita payment to m bers of tl \Lenor:nine 
Tribe of Indians Che bill provides for the payment from the Menominee 4-per 
eent fund of S150 to each of approximately 3,009 members of the tribe 

1 have no objection to the enactment of the bill. 

The timber resources of the Menominee Reservation have made the Menon 
nee Tribe practically self-sustaining. Tribal enterprises and other income 


finance practically all the reservation activities, such as edues 





ition, health, law 
and order, and administration as well as the operating expenses of their tribal 
awmill enterprise. By the selective cutting of timber, the Menominee Fores 
is managed on a sustained-yield basis, conserving this source of income for futur 
cenerations. More than two-thirds of the Menominee Indians benefit fron 
emplovment in the tribal enterprises. 

All members, moreover, have an interest in the timber cut from the reserva 
tion, By the act of June 15, 1934 (48 Stat. 964), the Congress provided for the 
ietermination of the fair-market stumpage value of the fully matured and ripened 
screen timber cut during each fiscal year, and for a per capita payment in like 
amount during the sueceeding fiscal vear, except that the per capita payment 
nay not exceed the amount actually earned from timber operations during the 


previous vear. This arrangement permits members who do not benefit directly 
through employment to share in the returns from the sawmill operation. Such 
per capita payments do not result in an impairment of the tribal capita! nce 


umpa¢e value of the timber sold is treated as a cost in determining the 


profits from the sawmill operation. During each of the past 7 vears, the amount 


ictually earned from timber operations has been substantially less than the 
LTumpace lue of the timber eut, and the annual per capita pavments have 
averaged only $31 At the same time the principal of the Menominee 4-percent 
fund has been increased through the retention of that portion of the returns 
from the sawmill operation which represents the stumpage value of the timber 

ld Durit he 7-year period ending June 30, 1950, this conversion of the 





tr bal timber imtoo e¢ 





1 has increased the Menominee 4-percent fund from about 
£1.200.000 to about $1.600,000 In view of the foregoing, we Menominee Tril 


ribe 

feels that an additional per capita payment should be made its members. 
While credit is eetvided by the tribe for home building nad for individual en- 

terprises, some members have it been eligible for loans. A per eapita payment 


of $150 would permit them to make improvements to their homes and to purchase 


eeded household furnishings. Others can make good use of this amount 
plenishing equipment and in expanding farm programs 

Ordinarily I hestitate to recommend the per capita distribution of tribal funds, 
but Lam not opposed to the sharing of assets when an Indian tribe follows a 
gram that is economically sound. It is believed that the Menominee Tribe has 
such a program and that it would not be jeopardized by the withdrawal of $450,000 
from tribal funds for a distribution to members 

The Bureau of the Budget has informed me that there is no objection to the 
submission of this report to your committee. 


Sincerely vours 


ink re- 


Dare EF Dory, 
Assistant Secrets j of the Inte oO 
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PRICE DISCRIMINATION AND THE BASING-POINT SYSTEM 


JuuLy 30 (legislative day, Juty 24), 1951.—Ordered 


Mr. Hunt, from the Select Committee on Small Business, submitted 


the following 
REPORT 


PREFACE 


S. 719, a bill to establish beyond doubt that, under the Robinson- 
Patman Act, it isa complete defense to a charge of price discrimination 
for the seller to show that its price differential has been made in good 
faith to meet the equally low price of a competitor, was introduced by 
Senators Pat McCarran, Edwin C. Johnson, Herbert R. O’Conor, 
Kenneth 8S. Wherry, Homer E. Capehart, and John W. Bricker on 
January 29, 1951. On April 23, the Senate Judiciary Committee 
reported the bill to the floor of the Senate and filed Senate Report No 
293, giving the views of the majority. Subsequently, on May 10, a 
minority report was filed as part I] of the Senate Report 293. 

After preliminary debate on this measure, a unanimous consent 
agreement was entered into on July 2, providing that 5. 719 would 
again become the pending business of the Senate on August 2, with a 
vote scheduled for the following day. In the course of the debate on 
the unanimous consent agreement, it was suggested that the Senate 
Select Committee on Small Business hold hearings on this legislation 
during the intervening weeks to study the impact of 5. 719 on the 
small business community. 

The Small Business Committee ,held 2 weeks of hearings, during 
which 30 witnesses testified on the effects of S. 719 upon small business. 
Of these witnesses about half appeared in support and half in opposi- 
tion to the passage of S. 719. This committee report is intended only 
as a concise summary of the testimony brought out in the hearings 
both by the proponents and opponents of the bill. 

The report is intended to serve as background information for the 
Senate in its deliberation of S. 719. 

JOHN SPARKMAN, 
Chairman, Select Committee on Small Business. 


Wasuinatron, D.C., July 30, 1951. 








SUMMARY OF ARGUMENTS PRESENTED IN SUPPORT OF 
S. 719 


(1) S. 719 merely conforms statutory law to the Supreme Court’s 
interpretation of section 2 (b) of the Clayton Act as recently enun- 
ciated in the Standard Oil of Indiana case. In addition S. 719 clarifies 
existing law by providing a pertinent standard for judging when the 
price " a competitor has been met in “good faith.” 

(2) 5.719 would eliminate the present confusion surrounding freight 
sceuliete and the meeting of competition in good faith. By clarify- 
ing existing law, the bill would remove uncertainty from the minds 
of honest businessmen intent on competing vigorously. 

(3) The opponents of S. 719 do not believe in real competition. 
They advocate “‘soft’’ competition simply because under that kind 
of competition nobody gets hurt. They favor “soft’’ competition in 
spite of the fact that such competition does not bring better goods 
to consumers at lower prices. 

(4) 5.719, contrary to the arguments of its opponents, will promote 
competition and benefit the consuming public in the form of lower 
prices. 

(5) S. 719, by permitting businessmen to absorb freight, would 
benefit small sellers and enable them to compete in distant markets. 
The bill would thus relieve small sellers of the need to relocate present 
facilities and to build expensive branch plants in outlying market 
areas. 

(6) S. 719, by permitting sellers to absorb freight, would benefit 
the small buyer by gen ing a maximum number of concerns to compete 
for his business. S. 719 would thus protect buyers by increasing the 
amount of mioueiitial: prevailing among sellers. 

7) The amendment to S. 719 proposed by the Federal Trade 
Commission should be rejected because it would reverse the Supreme 
Court and vitiate the purposes of this bill. 

(8) The frequency or regularity with which identical prices are 
achieved in an industry cannot, under the bill, be regarded as proof 
of collusion. Since S. 719 permits a seller only to meet and not beat 


his competitor’s price, it is inevitable that competition will frequently 
result in like prices for like goods. 
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SUMMARY OF ARGUMENTS PRESENTED IN OPPOSITION 
TO S. 719 


(1) By allowing “ood faith’’ as an absolute defense against ( harges 
of price discrimination, 5. 719 sets up a standard which is impossibl 
to define and which can be used to justify discriminations working sub- 
stantial injury on competition. 

(2) S. 719, by allowing ‘“oood faith’’ as an absolute defensi against 

he arges of price dise rimination, would make the task of antitrust en- 
grr nent even more difficult, cumbersome and costly than it now is 

719 woul 1, in effec L, compel the F eder al T rade C ommission to prove 
“bad faith” before obtaining relief in cases where price discrimination 
tends to substantially lessen competition. 


(3) S. 719 is objec ‘tionable, because it goes bevond the Standard Oil 
of India ana decision in a number of respects. 

(4) S. 719 is objectionable, because it will hurt small sellers. 

(5) S. 719 is objectionable, because it will hurt small buyers. 


(6) S. 719 would, in effect, repeal the Robinson-Patman Act and 
set up mere size and power rather than efficiency as the determinant of 
survival. 

(7) S. 719 would permit the restoration of the basing-point system 
and would, taken in context with the accompanying majority report, 
modify the law against price-fixing conspiracy. 

(8) By permitting the restoration of the basing-point system, 5. 719 
would retard the economic growth of underdeveloped areas, particu- 
larly the South and the West. S. 719 would thus serve to impede a 
decentralization of industry whic h is necessary not only for the eco- 
nomic welfare but also for the military security of our country. 

(9) Good faith should be allowed as an absolute defense only 
those cases where price discrimination has not been used as a device 
for lessening competition and creating a monopoly. 


Oo 








ARGUMENTS PRESENTED IN SUPPORT OF S. 719 


(1) S. 719 merely conforms statutory law to the Supreme Court's 
interpretation of section 2 (b) of the Clayton Act as recently enunciated 
in the Standard Oil of Indiana case. In addition, S. 719 clarifies 
existing law by providing a pertinent standard for judging when the price 
of a competitor has been met in “good faith.” 

Mr. W. D. Johnson of the Order of Railway Conductors explained 
the function of the bill as follows: 


This bill fortunately adopts the language and phrases used by the Supreme 
Court in the Standard Oil case. Therefore, lengthy litigation will not be necessary 
to construe this bill or to determine its meaning, for its draftsmen had the advan- 
tag f£ a Supreme Court decision to follow. Therefore, the only change in this 
uation from that which existed in prior Congresses, is that now you have a 
me Court decision to go by. We find from the minority committee report 
in the Senate that the objection to the bill is based upon the very fact that it does 
so closely follow not only the decision of the Supreme Court in the Standard Oil 
case, but what the Court said in reaching that decision. 


The meaning of the Supreme Court decision and the provisions of 


S. 719 which are based thereon were discussed by Senator Edwin C 


Johuson aus follow S: 


Witnesses before this committee have discussed the question of the legality of 


the competitor's price being met. It has been urged by some that the Supreme 


Court held, and that this bill should require, that the price being met just actually 
be proved to have been lawful. The bill requires that the seller act in good faith, 
as a reasonable and prudent man, and make a proper investigation of the com- 


1 titor 


rs prices. 
However, if after such investigation he can find nothing that would cause a 
reasonable man to believe that the competitors’ price is unlawful, he would be 


authorized to meet that price. 





Only by an examination of the competitors’ books could a seller be absolutely 
certain that the competitor’s price was unlawful rhis is particularly true where 
he competitor's lower price Is based upon cost savings because of the quantities 


chased, which discounts are expressly permitted by the Robinson-Patman 





I believe that the rule of law that is provided for in this bill is the view which the 
Supre! Court expressed in the Standard Oil case, in spite of the fact that it re- 
ferred to meeting lawful lower prices. The Supreme Court, also, however, talked 
about “‘realistically meeting in good faith the price offered to that customer.” It 
quoted with approval from its prior decision in the Staley case in which it said, 

he statute does not piace al impossible burden upon sellers”’ and that it Te- 
quires the seller, who has knowingly discriminated in price, to show the existence 
of facts which would lead a reasonable and prudent person to believe that the 
VTANting Ot a tower price would ll fact meet the equally low price of a compe titor e 


This bill, therefore, requires the same standard which the Court read into the 


present law in the Standard Oil case. It requires that the seller act as a reasonable 
and. prudent man, realistically competing in good faith, in reaching a determination 
of the legality of his competitor’s price. It would not, however, place an impos- 


. } 
sible burden on fis seiler. 


2) S. 719 would eliminate the prese nt confusion surrounding fre ight 
absor ption and the mee ting of com pe tition in good faith. By ela) ifying 
existing law. the hill would remove Unce rtainty from the minds of hone st 
businessmen intent on competing vigorously and effectively. 


4 
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One witness speaking on behalf of the Denver Chamber of Com- 
merce, described the confusion which reigned after the Supreme Court's 
Cement decision of 1948: 

we did not know exactly what the law was We have never known 
exactly what we could do and couldn’t do. 

Another witness, speaking for the National Standard Parts Associ- 
ation, expressed similar views when he said: 


The Federal Trade Commission’s interpretation of the Robinson-Patman A 
particularly with regard to freight allowance, with regard to meeting price cor 
petition, and also with regard to functional discounts has put our stry a 
tizzy. 


While many of the witnesses admitted that freight absorption was 
not illegal per se, the supporters of 5.719 nevertheless expressed the 


desire that Congress once and for all clarify the situation Said Mr. 
Hardman, president of the Hardman-Snowden Lumber Co.: 


1 also know, Mr. Chairman, that in many quarters it is said that there \ 
no prohibition against a seller meeting the lower price of his competitor when 
this is done for proper competitive purposes. We have frequently heard and read 


statements to that effect. sut we also have heard Virtually an equal humber ot 
statements to the contrary. I understand our constitutional form of government 
to be one under which the Congress makes the laws. The agencies, such as the 


Federal Trade Commission are merely the servants of the Congress enforcing the 


laws passed by the Congress. I understand that the Congress believes in per- 
mitting sellers to meet the lower prices of their competitors I can see no good 
reason why that should not be embodied in a statute for all to read and which 
would assure to all businessmen who want to engage in honest competition that 


hey may do so without fear of administrative reprisals 


Mr. Robeson, president, of the Nazareth Cement Co., concurred 
with this sentiment, when he said: 


It is true that the position of some members of administrative agencies has 


apparently changed. But I do not feel that we can bank too heavily o1 ( 
permanence of any administrative announcements not found in the statutes 
For my company’s part, we will not have full confidence in our right to meet 
petition until the statutes specifically state that we may do so and in such a wa 
that we are protected against rulings based upon personal economic theori if 


sometimes overzealous administrators 

The witnesses, appearing in support of S. 719, were generally agreed 
that the bill would elimmate confusion and remove uncertainty and 
should therefore be enacted into law. As Mr. Bradshaw, of the 
Mississippt Power & Light Co., said: 


since some manufacturers price f. 0. b. the factorv, and want to con- 
tinue to do so, and other manufacturers absorb freight for competitive market 
reasons and want to continue to do so, the witness, in light of his experience, 
recommends that a law be passed clarifying the controversy that exists at the 
present time. Proper safeguards to prevent conspiracy, combination, or agree- 
ments in restraint of trade should be included 


Mr. Mav, of the Riesing Paper Co., agreed and recommended 


that in view of recent court decisions and interpretations of existi 
laws, such laws be so clarified as to permit freedom of action by any individua 
manufacturer to sell his product on the basis that best suits his competitive needs 
and that general adoption, without collusion, of any system of selling by 1 


t Vv Ina 
facturers of paper shall not be in violation of any such law. 


Similarly, Mr. Harold Fleming, a financial writer from Antrim, 


N. ‘i. observed: 


* x 


this bill would provide relief from confusion * DUSINeSS Opera- 
tions appear to be possible under almost any kind of laws ng a ie laws 
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are certain. Tariffs, quotas, and other limitations can be accepted and adjusted to 
if they can be understood. The one thing that businessmen find most troublesome 
is uncertainty and uncertainty has been copiously introduced into the law, in 
recent vears, by the theories and statements of the Federal Trade Commission 
and its economists and lawyers. 


Finally, Senator Edwin C. Johnson concluded that in view of the 
position taken by the Department of Justice, there should hardly be 
& question with regard to the enactment of 5. 719. Senator Johnson 
based his contention on the following statement by Mr. Peyton Ford, 
Deputy Attorney General, which he quoted in his testimony: 


In view of the decision of the Supreme Court in the Standard Oil case, the 
Department sees no necessity for the enactment of the proposed legislation; 
however, if the Congress should decide to enact such legislation, the Department 
would have no objection to it. 


(3) The opponents of S. 719 do not believe in real competition. They 
advocate ‘‘soft’”’ competition simply because under that kind of competi- 
tion nobody gets hurt. They favor “‘soft’’ competition in spite of the fact 
that such competition does not bring better goods to consumers at lower 
price s. 


As Mr. Harold Fleming of Antrim, N. H., put it: 


Some little business associations seem to be trying to save themselves by slow- 
ing down a revolution in methods of distribution. They have enlisted the sym- 
pathy of the Federal Trade Commission lawyers. They have practically gotten 
the Supreme Court to take the view that an injury to a competitor is an injury 
to competition. They seem to be trying to convert the Sherman Act and the 
supplementary Clayton and Federal Trade Commission Acts from their original 
purpose as means to protect competition into means to thwart competition and 
make American business into something like the caucus race in Alice in Wonder- 
land, in which everybody got a prize and Alice finally had to give herself a prize. 
[ do not mean to be facetious. I realize that the Congress has faced, in 1914, 
1936, and now, a delicate problem of distinguishing between lower prices made 
to kill off competition and make possible higher prices and lower prices made in 
good faith to get more business and to keep on charging lower prices. But it 
eems to me that the trend toward the equivalent of protective tariffs for weak 
competitive sisters in business has patently gone too far. As a consumer, | 
would like to see the same competitive fight for customers continued as I have 
to make in my business, and as has lowered prices and living costs for as far 
back as I can remember. 


Senator Edwin C. Johnson expressed a similar sentiment when he 
pointed out that 


those who oppose this bill oppose competition whenever they believe it might 
hurt someone. In the last Congress, testifying in support of similar legislation, 
a good economist and a fine public servant from the great State of Wyoming, 
Dr. John D. Clark, told the House Judiciary Committee that we would have to 
prohibit competition altogether if we said it must stop short before it injures 
anyone. He urged upon Congress the philosophy of Woodrow Wilson in promot- 
ing the competitive contest to bring better goods to consumers at lower prices. 
He deplored what he ealled soft competition. That is the very thing which is 
urged upon vou by the opponents of this bill. 


Senator Johnson concluded his observations by saying: 


Those who oppose this legislation would never admit that they were advocates 
of cartels. Yet, what they want is actually the cartelization of industry. They 
want the law to divide up the markets and keep each seller out of the other’s 
market. Let us not encourage cartels in industry. Let us promote competition 
and prevent monopoly by giving every seller free access to all markets. That is 
all S. 719 does. 


(4) S. 719, contrary to the arguments of its opponents, will promote 
competition and benefit the consuming public in the form of lower prices. 


ee 
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Mr. W. D. Johnson of the Order of Railway Conductors contended 
that: 


This bill is based upon the democratic philosophy of equal justice for all and 
special privileges for none. It gives every seller an equal right to compete in any 
market. It removes a trade barrier which would give special privileges to some 


sellers by denying distant competitors the right to compete in their territory. 


Mr. L. O. Bradshaw of the Mississippi Power & Light Co. expressed 
a similar view when he said: 


Our country was built on the free enterprise system. It is our belief that 
competition is for the benefit of the consuming public, and it is. F. o. b. pricing 


will tend to eliminate competition. 


Mir. W. D. Johnson observed that the promotion of competition is 
especially important today in view of the steadily mounting cost of 
living. Said Mr. Johnson: 


charges, is greater today than it has been. Today, we are faced with higher and 
higher costs of living. Permitting more competitors to compete in more markets 
may well help in sharpening competition and thereby reducing the cost of living 
in these perilous times. 


The need for seller to be able to compete in all markets, to absorb transportatior 


Mr. Harold Flemming also suported 5. 719 because it would tend to 
act as an anti-iaflationary brake. Myr. Fleming pointed out that the 


bill 


would either work for lower prices, or act as an anti-inflationary brake on higher 
prices, by repermitting wider and harder competition, primarily between firms 
in different parts of the country but also between firms with a ‘‘single distribution’’ 
and a “dual distribution’? method of selling 


(5) 8S. 719. by pern itting businessinen to absorb frei tht, would benefit 
small sellers and enable them to compete in distant markets. The bill 


would thus r lis % small Né llers of the need to relocate presert de ilities 
and to bald rp nesive branch plar ts in rutiy ng marie? arcas 

Senator Edwin C. Johason desertbed the problem confronting the 
small seller as follows: 


We all favor the growth and expansion of small business as a means of con 
hating monopoly. We cannot, however, expect small-business men to grow if 
we create a barrier around their plants beyond which they cannot sell their goods 
When they do not have the money to build branch factories throughout the coun- 


try, we freeze these little fellows in their local market, if they 





1 i the 
lower prices of the competitors by absorbing freight. That is not the way to 
fight monopoly. On the contrary, we should encourage those little fellows to 
grow and expand the market for their product until they are competing in the 


widest possible area. 


A small oil producer, Mr. M. H. Robineau of Denver, Colo., also 
testified that his company must be allowed to absorb freight in order 
to survive and expand. Said Mr. Robineau: 


i think we can, over the next 10 vears, continue to increase and expand our 
operations, if the Government, with its laws, permits us to do so and permits us 
to operate as we have been able to operate in the past. This growth has | 
possible because we have expanded our operations out of Chevenne, throughout 
the State of Wyoming, the State of Colorado, the Black Hills area of South Dakota, 
and to a lesser degree into the States of Utah and Idaho * . The only 
way in which we can meet competition in the greater part of our territory is by 
being able to absorb freight to the extent that it is justified in our best business 
judgment In addition to meeting freight, we also find 1 
prices in a particular community to different classes of trad 


ECCT 
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necessarv to meet 
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A paper manufacturer, Mr. F. E. May, agreed that freight ab- 
sorption was a necessary part of his sales operation: 


Should any legislative act be passed which makes it necessary for us to sell on 
an f. o. b. mill basis without freight allowance, it would surely work a hardship 
on us and might eventually put us out of business. 


Other witnesses emphasized that the denial of the right to absorb 
freight will hurt, rather than help, the small seller. Mr. H. B. Robe- 
son of the Nazareth Cement Co., for example, told the committee: 


I have heard it said that denial of the right to absorb freight will belp the small- 
business man in our industry. Nothing could be further from the truth. We, 
who have only a single plant, must be able to absorb freight or, under competi- 
tive conditions, we will surely die. 


In support of his contention, Mr. Robeson offered the following 
illustration: 


In 1950, about 38,000,000 barrels of cement were produced in the Common- 
wealth of Pennsylvania, but only 15,000,000 barrels were consumed there. Ob- 
viously, about 60 percent of our output must be shipped outside the State. This 
means that we must enter markets that are closer to competitors’ mills and, in 
normal times, this means we must absorb freight to reach those markets on a 
competitive basis * * *, With a less favorable demand than exists today, 
with rigid f. o. b. mill selling, we would be shut off from over 50 percent of our old 
customers, many of whom we have been selling for over 25 vears, and shut off 
from markets that in former years consumed over 50 percent of our shipments. 


Mr. Robeson pointed out that, while has business had experienced 
no adverse effects under the Cement ruling of 1948, this situation was 
due to the unusually high level of demand at present: 

Fortunately for our little company the abnormal high demand for cement 
caused by the tremendous backlog of construction which accumulated during the 
war period has suspended normal competitive forces for the past several vears. 
Buyers have been willing to pay full freight charges, often from distant mills, in 
order to satisfy their need for cement. 


But Mr. Robeson was worried about the fate of his concern when 
normal times returned: 

When that time comes, as it surely must, we shall be forced to absorb freight 
to meet the prices of our more favorably located competitors, or else relinquish 
the markets without which we cannot survive. 

Mr. L. O. Bradshaw, of the Mississippi Power & Light Co., con- 
tended that contrary to common belief, an f. 0. b. system of pricing 
works to the advantage of large rather than small sellers. Said Mr. 
Bradshaw : 

Immediately after certain court decisions and Federal Trade Commission rul- 
ings, according to our analysis, it appeared to us that manufacturers would be 
forced to f. 0. b. pricing * * * to our amazement, we found that by implica- 
tion and inference most nationally known name-brand firms did not object to 
f. o. b. pricing. We found, if anything, they actually preferred that system of 
pricing. 

The reason for the small seller’s handicap under an f. o. b. pricing 
system was stressed by Mr. Fleming who observed that under— 
the law (as now interpreted) * * * little business is decidedly at a dis- 
advantage. It is stuck with its location. It does not have the means that the 
larger firms have to spread out, relocate, establish branch warehouses, or other- 
wise adjust to the new and narrower limits on competition sought by the Federal 
Trade Commission and authorized by the Supreme Court. 


Senator Edwin C. Johnson also supported the view that large 
sellers will be able to build branch plants and thus survive under a 





PRICE DISCRIMINATION AND THE BASING-POINT SYSTEM Q 


f. o. b. mills system, while some sellers will not be able to remain 
competitive unless allowed to absorb freight: 


I ask you, Mr. Chairman, who has the money to build these branch plants all 
over the country? The Senator from Louisiana has referred, on the floor, to new 
cement mills being built in his State and in adjoining Stat These mills are 
being built by the larger and wealthier companies who already have a number of 
plants throughout the country. To the extent that what the Senator from 
Louisiana wishes to see accomplished, is done, you would do no more than to 
deprive the small-business man of the right to compete in distant markets 


Finally, Mr. H. B. Robeson said: 


Jt is rather ironical that a prohibition ag 





ai Ist reyeht absorption allegedly 
designed to strengthen the position of the sms LI UsINess man Op rates xact ly 
the opposite fashion. The larger chain company with a number of mills sea 
tered around the country is in a much better position to absorb fluctuations in 
‘demand in various markets than is the single plant company \lso the larger 
company with its many times greater financial resources can, if necessary, build 
local distributing stations near large consuming markets and meet locai competi- 
tion without risking violation of the law. A small company like mine, howeve: 
does not have the resources to build such local distributing stations. If we 


cannot meet the lower delivered prices of competitors more favorably located, 
it may be only a matter of time until we will be foreed to give up entirely. ' 
Who is building these mills? You should know, Mr. Chairman, that each of 
those new mills is being built by one of the so-called chain companies. If Senator 
Long is correct—and I do not think he is—it is the small-business man who is 
being injured by this trend to the benefit of the larger and wealthier chain 
companies. 


(6) S. 719, by permitting sellers to absorb freight, would benefit the 
small buyer oY. Joreing a marimum number of concerns to compete - for 
his business. S. 719 would thus protect buyers by increasing the amount 
of competition preva iling among se llers. 

Senator Edwin C. Johnson described the plight of the small buyer 
whose suppliers are not permitted to absorb freight: 


Gentlemen, if vou deny a distant seller the right to meet the lower price of the 
nearby seller, you coerce every dealer into buying from the closest producer o1 
else paving & premium price. When the closest producer is unwilling or unable 
to sell to a dealer, and distant producers cannot meet the lower price of the local 
producer, vou place an unsurmountable competitive obstacle in the path of that 
dealer. 


Senator Johnson further argued that, unless sellers are allowed to 
absorb freight, the small buyer would be exposed to the dangers of 
local monopoly: 


Certainly, it is not in the best interest of the small dealers to deny the sellers 
the right to reduce their prices to meet the lower price of the nearest producer 
and thereby give the dealer several concerns who can compete for his business 
It is not, and can never be, in the best interest of these small dealers to give a 
monopoly to the local seller for it takes no argument by me to demonstrate to 
this committee the hardships imposed upon people who are compelled to deal 
with a monopoly. 


Among the proponents of the bill, industry witnesses generally 
corroborated Senator Johnson’s testimony. Mr. J. M. Hardman, 
president of a lumber company, stated: 


In most cases our yards cannot obtain all of their cement requirements from 
that cement mill which happens to be closest to the yard. When distant com- 
petitors are prohibited from meeting the price of the mill, we lose all competition 
among suppliers for our cement business, and must pay a higher price to the dis- 
tant mill when we are forced to buy from that mill. What we want * * * 
is to have as many cement mills as possible encouraged to solicit our business 
and for each of them to be able to meet the lowest price available in each of our 
communities * * *, We seek an equal opportunity to compete for the 
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lumber business in our community, with our competitors on an equal basis by 
permitting every mill that can economically serve our territory to be able to 
give every lumberyard a competitive price. 


Similarly Mr. J. R. Pennell, the representative of a concrete com- 
pany, stated: 


When the cement companies were stopped from meeting the delivered prices, 
we were put at a 23 cent per barrel disadvantage in Spartanburg and an 18 cent 
disadvantage at Greenville. The cement company at Knoxville, Tenn., had th« 
low price in both Spartanburg and Greenville, but we were unable to get ou 
cement requirements from the closest mill because the mill at Knoxville doesn’t 
produce sufficient cement to supply the demand within the area in which it has 
a freight advantage. 


A like observation was made by Mr. C. C. Gash, a purchasing agent 
for the Omaha Steel Works. Said Mr. Gash: 


We are located closest to the Chicago area stee! producers. The Chicago area 
however, produces considerably less steel than it consumes, and producers in that 
area cannot supply the requirements of all steel users located at what is now the 
required area in which the Chicago mills have a freight advantage over others. 

Formerly we purchased steel at competitive prices from steel mills in Pueblo, 
Colo.; Pittsburgh, Pa.; Buffalo, N. Y.; Sparrows Point, Md.; and Beth'ehem, Pa 
We cannot now purchase stee! from any mill in those areas without paying a 
premium price representing solely a freight differential, and we frequently, as | 
will presently explain, cannot make a profit on the job when we are compelled to 
pay that freight differential, having figured the job at the Chicago area price. 

Jethlehem Steel Co., Colorado Fuel & Lron Co., Jones & Laughlin Steel Co., 


have all withdrawn from our market. We have been able to go to some of those 
mills on occasion and get badly needed steel by paying a premium. What we 
want, however, and what we think competition entitles us to have, are that those 
mills be able to maintain a sales office in our area and to consistently compete 
for our business 

The Pittsburgh district 2 surplus production area Mills there produce 
substantially more steel than is consumed in that district They naturally 
would like to be able to compete in our market. However, if we can go to them 
only when they know thet we cannot get our steel requirements from the Chicago 
mills, we are in no position to urge competitive treatment from them. They, o1 


the other hand, Con’t have a stable market for their surplus production and are 
unable to plan normel steel production. To permit them to consistently sell i: 
our market not oulv gives them an outlet for their excess production, but it in 
creases the producers who are available to us as sources of supply. 

Let me repeat that I am now talking about normal competitive conditions and 
not situations as prevail at this time with the Government allocating steel pro 


duction, but we must look forward to the day when industry will again be com 


petitive. When that day comes we not only want an increased number of 
suppliers but we want all of them to be competing for our business. When we 
are compelled to purchase all of our raw materials from the mills in a particular 


area or always pay a prohibitive premium, we cannot expect competition from 
our suppliers at the level of service, quality, or any of the things we regard as 
essential customer relations * 

I should like to summarize our position by pointing out to you that our use of 
steel is not fixed or constant. We frequently use great quantities one month and 
very small quantities the next month. This makes it difficult for one or even two 
mills to always be able to supply our requirements, for we cannot take a fixed 
monthly. allocation. We ask, Mr. Chairman, for no more than that the law give 
us as Many sources of supply competing for our business as there are steel mills 
who can economically and profitably offer their steel to us. We cannot conceive 
how anyone who believes in a competitive economy can deny us the right to the 
maximum number of suppliers competing for our business. 

Mr. J. M. Hardman probably spoke for all the proponents of S. 719 
when he urged enactment of the bill for the benefit of small buyers 
in outlying regions: 


The enactment of this legislation will assist us in having a greater number of 
suppliers competing for our business and I think I do not have to tell you the 
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importance to any small company of having several available suppliers competing 
for its business. 


(4) The amendment to Ss. 719 proposed by the Fed ral Trade Comm iS- 
sion should be rejected because it would PEVET SE the Ss Lpreime (Court ar d 
vitiate the pur poses of this bill. 

While some of the witnesses appearing in support of 5. 719 appar- 
ently had no objection to the incorporation of additional safeguards 
and qualifications, Senator Edwin C. Johnson recommended that the 
bill be enacted without inclusion of the Federal Trade Commission 
amendment. Said Senator Johnson: 

The Federal Trade Commission has proposed that the bill be amended by per 
mitting the good faith meeting of competition except where the result may injure 


competition. This would, of course, emasculate the bill and completely revers« 
the Supreme Court. The Supreme Court has held that whet er oO sustome! 
gets a lower price than another there is always an injury to competition. In t1 


Standard Oil case, the Court said that: 


‘It must have been obvious to Congress that any price reduct 


may always affect competition at that dealer’s level as well lealer 
sale level, whether or not the reduction to the dealer is discriminator 

Then the Court ent on to interpret the Commission’s c¢ truction of t 
statute, which is on the same theorv the Commission Ww ure 1 its propose 
amendment to this bill, and it said: 

“The proviso in section 2 (b), as interpreted by the Commission, would not be 
available when there was or might be an injury to competition at a resale | 
So interpreted, the proviso would have such litt] f any, applicability as } 
practically meaningless. We may, therefore, conclude that Congress meant 
permit the natural consequences to follow the seller’s action in meeting g 


faith a lawful and equaily low price of its competitor.”’ 


8) The frequency or reqularity with which identical prices are achieved 
i : : : 1 
in an andust? y cannot, under this bill. be regarded as proot of collusio 
Since S. 719 permits a seller only to meet and not beat his com pe titor’ 


price it WS ne ritabl that competition mill Tre que } thy result n like pi CéSs 


for like qood S. 


As Mr. Harold Fleming, of Antrim, N. H., pointed out: 


The matching of competitors’ prices is the normal thing for American business 
particularly in buyers’ markets when competition is most severe It is a norma 


thing for Mr. Jones, on one side of the street to charge the same as Mr. Smith o1 


the other side. To assume that competitors are going to keep juggling their price: 
up and down is a sort of Mexican jumping-bean theory of prices. Competition 


business is more like a game of chess than like a tennis match 


‘ 








ARGUMENTS PRESENTED IN OPPOSITION TO S. 719. 


(1) By allowing “good faith’’ as an absolute defense against charges 
of price discrimination, S. 719 sets up a standard which is impossible 
to define and which can be used to justify discriminations working sub- 
stantial injury on competition. 

Dr. Vernon A. Mund, professor of economics at the University of 
Washington (Seattle), indicated the defectiveness of the “good faith’”’ 
standard when he said: 

Just how a given seller plans to use discrimination—and actualiy does use it— 
to enhance profits can be determined only by studying the effects of his behavior. 
His ‘“‘intent”’ or ‘“‘motive’’ is profit—and this motive is neither one of ‘“‘good faith” 
or “‘bad faith’’—it is a commercial fact. Any effort to test the public desirability 
or permissibility of discrimination by reference to the spirit or motive in which it 
is exercised is doomed to failure, for business (in the absence of charity or senti- 
ment) is done for profit * * *. A consideration of ‘‘motives”’ is a task for 
mind readers, fortune tellers and clairvoyants. All business is done for com- 
mercial advantage; and the task of proving bad faith in my opinion would impose 
an impossible burden on the antitrust agencies. 


Dr. Mund concluded with this observation: 


Surely reasonable people will agree that 7f the effects of price discrimination are 
bad—regardless of the motive—we do not want it. 

Another objection to the ‘“‘good faith’’ defense in 8S. 719 was voiced 
by Dr. Walton Hamilton, professor emeritus of law at Yale University 
and now a practicing attorney in Washington, D. C.: 

This bill, as I understand it, * * * virtually empowers the supplier or the 

manufacturer, where another supplier or manufacturer has cut prices, to take 
the law into his own hands. There is no way in which the victim of price dis- 
crimination can take the law into his own hands. 
Furthermore, as Dr. Hamilton pointed out, the “‘good faith’’ defense 
in meeting competition is superfluous because, under present law— 
the price cutter who has broken the law is exposed not only to governmental 
action; he is also exposed to a private suit by a person who refuses to break the law 
in order that he may compete. It’s an old axiom of the law that self-defense is 
not to be permitted or allowed where the law provides an adequate and a timely 
remedy, and here an adequate and a timely remedy is provided. 

Other witnesses observed that in most fields of law, while the “good 
faith”? plea can be heard in mitigation, it is not accepted as an excuse 
for a crime. The nature of a person’s intentions can, under certain 
conditions, cause murder to become manslaughter or negligent homi- 
cide, but can never be offered as an absolute defense against the viola- 
tion charged. Moreover, as Senator Douglas pointed out— 
the question of intent or motive is relatively unimportant, particularly where no 
criminal sanctions are being applied. If vou are applying criminal sanctions, 
then the question of intent may perhaps turn a murder into a manslaughter, 


but it ought not to affect business rulings. The law presumes that you should 
know what the probable effects would be. 


12 
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Finally, Dr. Hamilton urged rejection of the “good faith” proviso 
in S. 719 on the grounds that judges dislike vague and indefinite 
standards in the law. Said Dr. Hamilton: 

If I were sitting on the bench I wouldn’t like it. To say that this thing would 
ordinarily be wrong but if there is good faith back of it, it makes it all right, 
means an exploration of the minds of men, and among the many motives that 
may impel, it’s quite impossible to single out any one and put it in a dominant 


position. The courts generally don’t like such vague, indefinite standards. 
If I were an attorney for the defense, I would welcome it because of the fact that 
that raises one more question to thresh around, one more glorious opportunity 


for a delaying action, 

(2y'S. 719. by allowing ‘good faith” as an absolute defense against 
charges of price diserimination, would make the task of antitrust enforce- 
ment even more difficult, cumbersome, and costly than it nowis. S. 719 
would, in effect, compel the Federal Trade Commission to prove ‘‘bad 
faith” before obtaining relief in cases where price discrimination tends 
to substantially lessen competition. 

Mr. George J. Burger, vice president of the National Federation of 
Independent Business, cited the following example to illustrate the 
enforcement problems created under 5S. 719: 


Company A decides it is time to increase its share of business in a certain 
market. It finds the most convenient method of doing so is to lower the price 
to a few of its outlets * * *, They take the reductions, and in using them 
inflict serious competitive injuries to other outlets not so favorably treated. Along 
comes the Federal Trade Commission to investigate. Company A admits the 
obvious fact of injury to nonfavored outlets but says, ‘‘Gentlemen, we had to do 
it, and did it in good faith, to meet competition from other firms.’’ ‘The Com- 
mission still has its doubts, however. What then must it do? It looks up the 
Clayton Act as amended by 8. 719 and finds that it must prove that, (1) com- 
pany A’s competitors’ prices were unlawful, and (2) that company A knew or! 
should have known these prices were unlawful * - 

Frankly, we very much doubt that the Commission or anyone outside the 
executive staff of company A can prove that company A knew or should have 
known the prices to be unlawful, short of being able to prove that company A’s 
accounting and legal experts had had ready access to its competitors’ books and 
records. Even granting that collusion does occur in American business from 
time to time, we seriously doubt that any concern, no matter how friendly with 
competitors, would allow those competitors to have analysts poking their noses into 
its intimate affairs. Frankly, we wonder whether any company—in the absence 
of some legal ruling to the effect—can have any accurate knowledge whether 
its competitors’ prices are lawful or unlawful. 


Mr. Burger further stated that such an enforcement procedure 
would, at best, cause interminable delay: 


Now, add to the delays already being encountered by the Commission the 
delays which would occur through requiring the Commission to prove that prices 
met in good faith are themselves unlawful, and that alleged discriminators knew 
or should have known them to be unlawful and chances are that even if the small- 
business price discrimination prohibitions of the Robinson-Patman Act aren’t 
knocked out, the delays experienced in Robinson-Patman Act price discrimina- 
tion cases will be doubled. 


Mr. Burger concluded that even if the Commission eventually 
succeeded in establishing a violation under S. 719, no adequate relief 
could be secured in time to save victims of price discrimination from 
destruction: 

As far as small-, independent-business men are concerned, the trouble with this 
picture would be this: that by the time the cases were concluded, their only impact 


would be on textbooks studied by eager young law students in their late college 
years; conclusion of the doubly delayed cases would afford no practical relief to 
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injured independent-business men except perhaps as some of their number looked 
down from their heavenly seats to earth. 


Other witnesses concurred with Mr. Burger’s appraisal. Senator 
Paul Douglas, for example, pointed out that S. 719 would make 
enforcement of the Robinson-Patman Act virtually impossible 
because the Federal Trade Commission will find it generally impossible to disprove 
‘good faith.”’ The big concern which is either making the concession or receiving 
the concession can always say that the price concession is made in good faith and 


good faith is presumed unless it can be disproved. That is the natural tendency 
in the courts of law. 


Similarly, Mr. George H. Frates, representing the National Asso- 
ciation of Retail Druggists, contended that 
it would be well nigh impessible to prove that ‘he seller knew or should have 
known that the price met, in fact, was unlawful. 

Other witnesses observed that S. 719 would restore the “good faith” 
loophole of section 2 in the original Clayton Act and thus render 
enforcement of the law against price discrimination ineffective. Said 
Mr. Watson Rogers of the National Food Brokers Association: 

This bill proposes to eliminate completely cne of the soundest safeguards 
incorporated in the Robinson-Patman Act. It proposes to restore, in effect, 
the good-faith clause of the Clayton Act with its broad loophole. The result 
will be to ma'e the present act as ineffective of enforcement as was the old section 
2 of the Clayton Act. 

Quoting from the debate which preceded passage of the Robinson- 
Patman Act, Mr. Rogers explained that 


* * the weakness of section 2 of the Clayton Act is in that it places no 


limit upon differentials permissible on account of differences in quantity and in 
that i permits discriminations to meet competition and thereby tends to sub- 
stitute the remedy of retaliation for that f law which results in destructive 
consequences to the main purposes of the bill. 


Both Mr. Rogers and Senator Douglas expressed the fear that 
enactment of S. 719 would turn the clock back to the days before the 
Clayton Act was amended by the Robinson-Patman Act. 


(3) S. 719 is objectionable because it goes beyond the Standard Oil of 
Indiana decision in a number of respects. 


Opponents of S. 719 pointed to the following ways in which the bill 
eoes beyond the Supreme Court decision: 

(a) S. 719 shifts the burden of proof —As Commissioner Spingarn, of 
the Federal Trade Commission, pointed out, S. 719 


goes beyond the Supreme Court opinion in that it apparently shifts—at least it is 
subject to that construction—it shifts the burden of proof of establishing the 
good faith defense * * * on to the Commission, of proving that there 
wasn’t good faith, rather than the defendant proving that there was. 


(b) S. 719 extends the right to discriminate, not merely to retain but 
also to obtain customers.—I\n this connection Commissioner Spingarn 
stated: 


Another way in which it (S. 719) goes beyond the opinion is that the Supreme 
Court stated that the good faith defense was available to a seller who was meeting 
the lower price of a competitor in good faith to retain a customer. In other 
words, not to obtain, but to retain. 

But the Senate committee report on this bill * * * makes it clear that the 
bill is intended to permit the use of the good-faith defense, not merely to retain 
customers, but to obtain new customers. In other words, not merely for defense, 
you might say, but for aggression. 
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(c) S. 719 takes away private rights —In this connection Mr. Wil- 
liam D. Snow, secretary and counsel of the National Congress of 
Petroleum Retailers, stated: 

The effect of S. 719 goes beyond the Supreme Court decision, goes beyond it 
because it makes it a substantive defense. The Supreme Court took the pro- 
cedural defense in section 2 (b) and made it a substantive defense before the 
Federal Trade Commission. §. 719 takes that same procedural defense and makes 
it asubstantive defense, not only under section 2 (b), but under sections 4, 15, and 
16 of the Clayton Act, which are the sections that deal with action for triple 
damages, injunctive relief by the district attorney in the district courts. 

(4) S. 719 is objectionable, because it will hurt small sellers. 

Although most of the objections as to the impact of S. 719 on small 
business centered on its effects on small buyers, it was sléo contended 
that the bill would result in injuries to small sellers as well. 

Thus, in his testimony before the committee, Commissioner Stephen 
Spangern called attention to a passage in the Commission’s report on 
S. 719 dealing with the effect of the bill on small sellers: 


Discriminatory selling has * * * long been recognized as a practice which 
works in two ways toward the creation of monopoly. First, discriminatory selling 
is a practice by which large scllers destroy small competing sellers * * * 


The Commissioner went on to say that the injury to small sellers 
resulting from price discrimination ‘results prince ipally from the fact 
that the. large seller is usually in a position ‘‘to average”’ his operations 
over a number of plants or stores. In the Commissioner’s words: 


He is able to sell at low prices which bring him little or no profit at some of his 
locations by charging high prices at his other locations 


The Commissioner pointed out that this “averaging process” had 
been described by the Federal Trade Commission in its chain-store 
investigation in the followi ing words: 


In a competitive field made up * * * of numerous more or less isolated 
competitive points, the retailer who operates a large number of stores situated 
throughout a wide area enjoys a strategic advantage over a competing retailer 
who operates fewer stores or whose stores are confined to a more limited area. 
Such strategic advantage of the large chain is greatest, of course, in competition 
with the independent retailer who operates only one store. The source of this 
advantage lies in the fact that the multiple-store retailer has the opportunity of 
averaging the profit results obtained from its stores in the several localities where 
it operates. If the store in one locality is operating under severe competitive 
conditions and producing a net loss, its losses may be, and under normal business 
conditions probably would be, offset by the profits earned in the other stores (S. 
Doe. No. 85, 73d Cong., p. 104). 


This same process was described by Senator Douglas who stated, 


The simple arithmetie of the matter is that a big seller, with many customers, 
can destroy a smail rival who has only a few customers. This has nothing to do 
with the price which the sellers pay for their supplies. It has nothing to do with 
their efficiency. 

How does the principle work? It is most easily demonstrated. Let us take 
the case of the retail stores. Let us consider the independent with a single store, 
and the chain with one store across the street, and with many other stores in 
different neighborhoods. What happens if the chain cuts prices at the one store 
across the street from the independent and holds up prices at all ils other stores? 


It holds up prices elsewhere, maintains its profit margin, but it is determined to 
push this independent out of business by price cutting, and it makes life s« ) mis rab] 

for this independent that it is forced to go out of business. Then, having crushe d 
competition there, they can move elsewhere and take each independent in turn 
and punish him, and vet as soon as they put one independent out of business 


they can raise the prices in that locality. 
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The result is that the chain forces prices down at the independent store. The 
independent takes a price reduction on all of its business, while the chain takes a 
price reduction on only a fraction of its business. 


Senator Douglas was asked a question that illustrated the advantage 
which discriminatory pricing gives to the large seller over the small 
seller. He was asked to assume that there were two opposing armies 
of the same size with the same equipment and equally efficient but 
that one army was able to attack the other, one platoon at a time 
along a continuous front. To the query of “which army would win,” 
Senator Douglas replied: 


Naturally, the army that could concentrate its force against the isolated con- 
tingents of its opponent, and that is precisely the situation that can be presented 
in the case of price discriminations. 


The objections to S. 719 from the point of view of its injury to small 
sellers were summarized by Dr. Vernon Mund, who stated that 


S. 719 makes it possible for a seller to charge high prices where competition is 
weak or nonexisient, aud to reduce prices where rivals are active to check their 
sales and growth. 8. 719 thus legalizes a method of competition which forces some 
customers to pay excessive local prices and which subjects small competitors in 
distant areas to the fear and hazard of local price cutting. The proposed bill 
legalizes an unfair kind of competition, for it permits a dominant seller to cut 
prices to upremunerative levels at distant points by making its losses up elsewhere. 


(5) S. 719 is objectionable because it will hurt small buyers. 
All of the witnesses testifying against S. 719 recognized that, under 
ithe Robinson-Patman Act 


price discrimination because of quantity and quality differentials is permissible, 
that is a price discrimination based upon cost, based upon efficiency, based upon 
operating records. 


What they objected to, however, were the unearned and unfair dis- 
criminations regularly given to a handful of large buyers before the 
Robinson-Patman Act became law, discriminations which would once 
again become legal if S. 719 is enacted into law. 

“As Mr. Watson Rogers, representing the National Food Brokers 
Association, pointed out: 


Unearned and unfair discriminations have nothing to do with efficiency. They 
give an unfair advantage to a limited number of competitors. Thus these start 
the competitive race with an unearned advantage. It is an advantage they have 
obtained by predatory tactics, coercive use of buying power, not on their ability 
to compete efficiently. And because the unearned discriminations place the 
limited few in a special advantageous position, the result is often the elimination 
from the competitive race of legitimate, and otherwise qualified, competitors. 
With these competitors eliminated the ultimate result is monopoly, which is 
universally detested and condemned. 


Mr. Rogers offered the following dollar-and-cents example to show 
how S. 719 would hurt many wholesale grocers, small chains, and 
small and large processors: 


There are a number of big buyers who have access to the entire output of small 
manufacturing plants. As such they generally influence the price paid by them. 
Often they actually set the price * * *. Now, then, big buyer A pays small 
manufacturer B $1 a dozen for his product and takes the entire output. But A 
needs more than B can produce. And he would like to be able to br vy the well- 
known brands of C and D which are similar to B’s but which are widely adver- 
tised, and in great demand. Brands C and D sell for $1.10 to all wholesaler 
buyers. Under the bill, as proposed, buyer A could go to sellers C and D and 
say, “I can buy the same product from seller B for $1. Unless you meet his 
price, I shall not buy from you.” Under the proposed bill, sellers C and D 
could sell to buver A for $1 and to all other buyers for $1.10, even though the 
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other buyers were competing with buyer A. In the food industry that is enough 
of a difference to put some people out of business * * *, Here is the 
unfair, unearned price discrimination that created the need for the 
Patman Act in the first place. 


same 
Robinson- 


Similarly, Mr. William D. Snow, speaking for the National Congress 
of Petroleum Retailers, contended that, under S. 719, the consequence 
of the good-faith defense would be— 


that one single individual seller may discriminate in price in favor of one single 
individual buyer, even if that disrupts, prejudices, and excludes effectively from 
a market thousands of other individual buyers. 


In the oil industry, Mr. Snow observed, the natural effect of 


a com- 


this privilege of price dis scrimination upon the ground that one is meeting 
* a small number of 


petitor’s lower price in good faith is to benefit 
large sellers to the horrible, miserable prejudice of a large number of individual 
buyers. Who does it benefit? Very few people; a very small number of supply- 
ing companies in the oilindustry. Whodoesit harm? It harms every individual 
service-station operator. Every individual service-station operator, out of the 
225,000 in the country becomes vulnerable to a price war. 

Mr. Snow expressed doubt that the consumer is the beneficiary of 
price discrimination. 


The ultimate effect 
said Mr. Snow 


is that the consumer pays more and more. We think it is in the public interest 
that economic murder should not be inflicted upon the individual 
man, even though the consumer might momentarily benefit ft 


* 


small-business 
om a lower price. 
He will pay back that lower price many times over when the competitive 
independent businessmen have been e fminated. 

The need to safeguard small buyers against their rivals’ ability to 
obtain discriminatory discounts, was vigorously presented by Mr. 
Mel Foer, a veteran and an independent businessman: 


The legalization of these discriminations would 
said Mr. Foer 


be very harmful to small firms * * *. You get conces 





( mii si ter ou 
have been in business for a while and have attained a position e trade. The 
small new firm seldom, if ever, gets concessions. ‘This means simply that the 
veteran trying to go into Dusiness for himself will not get concessions but that his 
larger established rival! will. I can think of nothing more dis ; 
hopes and aspirations than the almost certain knowledge that 
ness they will have to pay a high price for their merchandise h 





lished competitors will pay a low price. 
Mr. Foer concluded with this question to the committee: 


I would like to ask whether any of you would wish to go into busine: 
that basis? 

(6) S. 719 would, in effect, repeal the Robinson-Patman Act and set up 
mere size and power rather than eficr rency as the determinant of survival. 

Senator Douglas, like many other witnesses opposing S. 719, said 
that “the real issue is the Robinson-Patman Act itself.” Mr. George 
H. Frates, of the National Association of Retail Druggists, pointed 
out that the title of S. 719 “is misleading because what the bill actually 
does, in our opinion, is to repeal the Robinson-Patman Act.’ 

Witnesses opposing S. 719 made it clear that they were not objecting 

price discriminations as such; they were objecting only to those 
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discriminations which could not be justified on the basis of efficiency. 
Senator Douglas, for example, stressed that— 


* ¥* * all the Robinson-Patman Act prohibits are price discriminations which 


are greater than the cost reductions from large quantity purchases * * *. 
The Robinson-Patman Act has been misrepresented. It has been said that it is 
an attempt to prevent the large concerns or the large buyers, distributors, from 
getting the economies of large-scale purchases. It does not prohibit that. It 
permits price differentials to the degree that the large purchase reduces the cost 
of the seller. 


Senator Douglas maintained that in the competitive struggle the 
reward should go to “the more efficient,” not to the company which 
receives “favored” treatment. He maintained that if favoritism, such 
as unrestricted price discrimination, is permitted, the reward will 
inevitably go, not to the most efficient, but to “‘the biggest.”” Senator 
Douglas said: 

When the rules of competition favor some and disfavor others, they place the 


test of who survives and reaps rewards of competitive struggle upon the question 
of who is the biggest. 


Finally, Senator Douglas expressed the hope that— 


Congress will not repeal the Robinson-Patman Act by allowing good faith as an 
absolute defense to any and all charges of unfair price discrimination. I am not 
trying to protect small-business men from competition. I simply want the various 
commercial rivals, large and small, to succeed or fail on the basis of their efficiency, 

not their financial power * * *. But if we allow mere bigness, because of 
bigness, to drive out smallness, we will lose efficiency, and will pay higher prices 
for the loss of competition generally. 


This same objection to 8S. 719 was also advanced by Mr. William D. 
Snow, secretary and counsel, National Congress of Petroleum Re- 
tailers, Inc. Like Senator Douglas, Mr. Snow stressed the fact that 
the Robinson-Patman Act permits price discriminations based on 
efficiency: 

Price discrimination, because of quantity and quality differentials, is permissible; 
that is, a price discrimination based upon cost, based upon efficiency, based upon 
operating records, 

But, Mr. Snow contended, price discriminations which go beyond 
savings in cost, as would be permitted under 8. 719— 

would greatly benefit a handful of large suppliers in the petroleum industry at the 
expense of many thousands of independent businessmen * * *. The effect 


of 8. 719, then, is to assist a few companies in a scheme of domination. It’s to 
assist them to commit, where necessary, economic murder. 


Dr. Vernon Mund, professor of economics at the University of 
Washington, expressed the view that— 


price discrimination—the making of a different price for different buyers for the 
same goods—develops when a seller has some degree of monopoly power or when 
competition is substantially lessened or incomplete. Price discrimination and 
monopoly have long been recognized by economists as being Siamese twins. 


Dr. Mund, therefore, concluded that the Robinson-Patman Act 
and the Sherman Act are quite compatible, since the former tries to 
prevent the creation of monopoly which the latter forbids: 


Thus it is that Congress in the Clayton and Robinson-Patman Acts sought to 
preserve the independent, nondiscriminatory type of price competition found in 
primary or central markets—and contemplated by the Sherman Act. The pur- 
pose of these acts was not to make competition soft as some contend, but rather 
to make it fair * * *. In principle, these laws did not and do not restrict, 
limit, or curb price competition as found in open markets. What they did seek 
to do was to curb the power of local monopoly; namely, the power to discriminate. 
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In my opinion, there is no sound evidence to indicate that there is a conflict 
between the Sherman Act and the Clayton Act, as amended by the Robinson- 
Patman Act. Price discrimination is a tool used to achieve an enlarged monop- 
oly control which the Sherman Act condemns; and it is the function of the 
Clayton and Patman Acts to prevent such monopoly in its incipiency. 

This view was supported by Dr. Walton Hamilton, a practicing 
attorney, who sited cases from his own experience to show that the 
Robinson-Patman Act and the Sherman Act were based on the same 
sound economic philosophy. He told the committee that the Govern- 
ment, in its current suit against the American Can Co., under the 
Sherman Act, is trying to remedy the effects of the price discrimina- 
tions which his clients attacked under the Robinson-Patman Act. 
Said Dr. Hamilton: 

In a word, what we attacked as wrong in itself [under the Robinson-Patman 
Act], as price discriminations, were by the court out in San Francisco, set down 
as the means by which American Can was establishing a monopo 
The things that we objected to as against the law [Robinson-] Lan 
means by which the other part of the law, that is the Sherman Act, was broker 

(7) 719 woul l pe rmit the restora tion of the basing-point syste m and 
would, a in context with the aecon panying majority report, n odify 
the law against price-fi ring conspiracy 

Speaking of the effects of S. 719, Senator Douglas stated: 

I think it actually may operate to repeal the decision of the courts in the Staley 
ease and in the Cement case, because there is a basing-point aspect to this too 
now. 

Suppose for instance United States Steel or Universal Atlas Cement lays down 


the pricing structure based on certain basing-point plus freight. Then every 
Other concern can charge an identical price in a given locality with the prie 
leader and it can be comoletely justified because they say they are moving ir 


good faith to meet. the price of a compe titor. You will then have identity of price 
established at a given locality * * 

So I would say that if you pass this bill it not only solidifies the decision of the 
Supreme Court in the Standard Oil case but it may actually reverse the decisions 
of the Court in the Corn Products case, the Staley case, and in the Cement case 
and that it will bring the basing-point system in by the back door. 


The view that S. 719, taken in context with the accompanying 
majority report would permit the restoration of the basing-point 
system was also expressed by Commissioner Stephen Spingarn of the 
Federal Trade Commission who said: 


The bill and the accompanying report specifically authorize sellers to absorb 
freight to meet the lawful prices of other sellers. The explanation on this matter 
contained in the accompanying Senate Judiciary Committee report is tailor-made 
to fit a particular type of basing-point system. This ir the basing-point system in 
which each mill has a base price of some kind. Where each mill has a base price 
its delivered prices within its natural advantage territory are nondiscriminatory 
prices and therefore lawful prices. By specifically authorizing each mill to 
absorb freight to match the delivered prices of other mills, the result will be a 
reciprocal matching of lawful delivered prices. The report accompanying the 
bill indicates moreover that there is to be no limit to the frequency or regularity 
with which this may be done. 

The core of the difficulty is that, here again, the bill makes good faith a justifi- 
cation for freight-absorption practices, as it does for other types of discriminatory 
practices. Therefore, when the Commission tries to break up a_basing-point 
system under this bill, it would be blocked by the same obstacle which would 
block a cease-and-desist order against any other types of discrimination. Proof 
of the adverse effects of a basing-point system—no matter how completely a 
system might suppress competition—will not be sufficient grounds for ordering 
the practice stopped. On the contrary, the law must look into the further ques- 
tion of good faith. This bill would constitute a legislative seal of approval for 
regular reciprocal freight absorptions regardless of their effect upon competition. 
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In the face of such a declaration we find it difficult to envisage a situation of this 
character in which bad faith could be found by the Commission or the courts. 

And here it may be noted that not even the law against price-fixing conspiracy 
escapes unscathed. The report accompanying the bill contains an explanation 
which would lead one to believe that the unvarying quoting of identical prices is 
a result of competition—a conclusion quite contrary to the experience of the 
Commission. The report also contains an instruction that no adverse inference 
may be drawn from evidence as to the “‘period of time,” the “regularity,’’ the 
“rigidity,’’ and the “frequency”? within or with which supposedly independent 
competitors manage to quote identical prices. Yet these are some of the most 
reliable indications of conspiracy. 

Finally, Dr. Morris E. Garnsey, professor of economics at the 
University of Colorado, stated that he, as well as an overwhelming 
number of professional economists are opposed to the legalization of 
the basing-point system. Dr. Garnsey wrote the committee: 


[most without exception, the professional economists of this country have 
protested over and over again the legalization of any practices which would 
permit price discrimination; and particularly these economists have condemned 
the use of basing-point or freight-equalization systems of pricing. As an economist, 
L associate myself with such protests. 

(Ss By permitting the restoration of the basing-poir t- system, S. 719 
would retard the economic growth of unde rde ¢ loped areas, particularly 
the South and the West. S. 719 would thus serve to impede a decentrali- 
“ation of industry wh ich is 7LECE SSATY not only for the economic ue fare but 
also for the military security of our country. 

Dr. Vernon Mund, professor of economics at the University of 
Washington (Seattle), stated that 


S. 719 will operate to restrict, limit, and retard a decentralization of industry. 


This is a factor of much significance to the economic welfare and military securit, 
of our country. The development of fabricators in the West and South has been, 
and can be, limited and discouraged by dominant eastern mills who are able. and 
vill be able, to ‘‘dump”’ into distant a eas by absorbing some or all of the freight 
at the expense of their nearby, namely eastern, customers 


\Moreovs r, the n, when you come to the secondar’ or metal-using industries, 
we find very definitely on the Pacific coast that they find that their costs ar 


high and they cannot fabricate and then ship eastward to any extent. I talked 
with a firm in Seattle, for example, which is a fabricating firm and I was told that 
with the high cost for steel which they had to pay because of basing-point pricing 
they could not fabricate and ship eastward as far as Spokane or Boise or Salt 
Lake Citv. The v just could not get eastward because their costs were too 





I believe a person could develop substantial evidence to indicate that basing- 


point and zone-delivered pricing restricts and retards a decentralization of industry 
and 1s ll jurious to the West and to the South. . , , 
f have talked with a number of businessmen on this point and they concur. 


Dr. Mund’s views as to the injurious effects of the basing-point svs- 
tem on the underdeveloped areas were shared by Dr. Morris E. 
Garnsey, professor of economics, University of Colorado, and autbor 
of a recent book on the Mountain West. In a statement submitted 
to the committee, Dr. Garnsev said: 


I have devoted particular attention to the economy of the Mountain West 
a region in which geographical price discrimination arising from the basing-point 
system has been particulariy severe. Both the small-business enterprise of the 
Mountain States and the ultimate consumer of products priced by basing-point 
systems have suffered discrimination throughout the States of the Rocky 
Mountain region. 

The existence of basing-point price discrimination has handicapped the develop- 
ment of small business enterprises in the Mountain States. Basing-point pricing 
policies tend to centralize industry in already heavily industrialized sections. 
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Even when a basic material is produced in the West, the growth of small business 
making use of this material is handicapped as long as the local basic material 
producer is designated a nonbasing-point producer * ' 

My conclusion, therefore, is that the basing-point method of pricing has resulted, 
and will continue to result, in serious price discrimination against the small-busi- 


ness enterprise and ultimate cons umer in the Mountain West. As a result of 
such discrimination, the normal and legitimate economic growth of the region is 
handicapped. Price discrimination is bad wherever it exists. It has particularly 
bad results for the citizens of the Mountain West. The passage of 8. 719 would 
encourage the perpetuation of basing-point pricing at a time when it seems possible 
to break up this long-established practice. As an economist particularly interested 


in western development, I am opposed to passage of this bill. 


Basing his remarks on data collected by the Temporary National 
Economic Committee, Dr. John M. Blair, assistant chief economist 
of the Federal Trade Commission, examined the effects of the basing- 
point system on three centers of steel production in the underde- 
veloped areas—the Birmingham mills, the St. Louis mills, and the 
Colorado mills. On the basis jof this analysis, Dr. Blair concluded 
that 


* * * the system sets in motion a vicious circle of events all of which injure 
the underdeveloped areas. 


This vicious circle— 
he went on— 


affects both the mills and the materials-consuming industries. In regard to the 
former, there is of course no incentive for the buyers in the outlying regions to 
prefer one mill as against another. Hence, the distant northeastern mills are able 


to capture a relatively large share of the underdeveloped area’s market. As a 
result of this ‘‘dumping” by the distant mills the outlying mills are unable to 
obtain more than a relatively small share of their own natural market. Hence 


they must seek buyers in other parts of the country, usually at the cost of heavy 
freight absorption, which in turn reduces their mill net price, their profits, and 
thus their ability toexpand * * * 

The system has equally injurious effects on the buyers in the underdeveloped 
areas. They are in effect denied the benefit of their iocation near their local 
producing mills. Instead of paying a mill price plus the small actual freight 
charges to their destination, they have to pay a delivered price which includes 
large amounts of freight absorption. It would certainly appear that the delivered 
price which they pay is a high price—high enough to enable the distant producers 
to absorb substantial amounts of freight and still presumably make a profit. 


As examples of the loss by the outlying mills of their own natural 
market areas under the basing-point system, Dr. Blair cited a number 
of illustrations drawn from the TNEC data. Among the examples 
cited were the following: 


The nine Alabama counties immediately surrounding Birmingham obtained no 
less than 37.4 percent of their structural shapes from distant sources, most of 
which (27.9 percent) came from Chicago. ‘The same situation holds true with 
respect to the Southern States, generally, with their purchases of structural shapes 
from northern mills, as a percent of their total purchases, ranging from 33.5 
percent in the case of Georgia to 82.1 percent in the case of Texas. 

* * * * * * . 


In the case of plain drawn wire, although the Birmingham mills had a sharp 
freight advantage in Tennessee, they supplied only 26 percent of Tennessee’s 
requirem nts. 

* * * * * + * 

St. Louis had a “freight advantage” in many Western States, including Iowa, 
Missouri, Nebraska, Kansas, Oklahoma, and Colorado. To have supplied these 
areas the St. Louis mills would have had to produce more than 6,000 tons. As 
against a consumption figure of over 6,000 tons in its own natural market, the 
actual production of hot-rolled sheets by the St. Louis mills was only 2,647 tons. 
This presents a striking paradox. To have supplied their own natural area the 
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St. Louis mills would have been forced to triple their own output; yet at the time 
the TNEC survey was made they were operating at only 70 percent of capacity. 


From these examples, Dr. Blair concluded that only in the absence 
of the basing-point system, can mills in the South and West be ex- 
pected to expand. He called attention to two recent articles in 
Business Week which stated that the elimination of the basing-point 
system was “the biggest reason’ for the rapid industrial expansion 
now taking place in Birmingham and St. Louis. 

(9) Good Faith should be allowed as an absolute defense only in those 
cases where price discrimination has not been used as a device for lessen- 
ing competition and creating a monopoly. 

The need for amending 5. 719 was discussed by Commissioner 
Stephen J. Spingarn in the following terms: 


The issue, it seems to me here—although the subject is a complicated one— 
the issue, it seems to me, is a fairly simple issue. You have two different policies 
here at play and you have to decide which one you are going to give preference 
to when they come in conflict. 

One policy is that a competitor should be permitted to compete as aggressively 
and vigorously as he chooses, including specifically the use of discriminatory 
pricing practices, even though the effect on competition is a very seriously adverse 
one; even though the effect is such that a reasonable man, a reasonable and 
prudent man, could say that the ultimate result of that discriminatory pricing 
will be the creation of monopoly. 

The other policy is that you are trying to prevent the creation of monopoly 
and that in doing so you are trying to attack practices which experience has 
shown are the seeds of monopoly which, if they ripen, will grow into monopoly. 

Now, these two policies don’t very often come in conflict. Actually, it is a 
rare situation, I think, when they do. But when they do come in flat conflict, 
it is the opinion of the Federal Trade Commission that the policy that we are 
trying to prevent monopoly should prevail over the policy that you can compete 
aggressively with the use of price discriminations, if you do it in good faith. You 
have to choose—when they come in final conflict, you have to choose which 
is the ultimate policy, and we think that the policy of effect, rather than the 
policy of intent, should prevail. 


Commissioner Spingarn, therefore, reeommended— 
that S. 719 be modified so as to excuse discriminatory pricing practiced in good 
faith only where the practice does not substantially lessen competition or tend 
to create monopoly—or, in other words, so as to make effect and not intent the 
ultimate test of the legality of price discriminations. In that form we believe that 
the anti-price-discrimination law will be an effective weapon against monopoly. 

Two of the witnesses appearing in support of S. 719 seemed to have 
no objection to the inclusion of such an amendment in the bill. One 
witness definitely did. Among the bill’s opponents, no witness took 
a stand against such an amendment. 

Mr. Winston W. Marsh, general manager of the National Associa- 
tion of Independent Tire Dealers, summarized the sentiments of the 
opponents of S. 719 when he said: 

First and foremosi we repeat that instead of putting into statutory form the 
Supreme Court decision the Congress should amend the existing laws to make it 
clear that good faith meeting of competition shall not be a complete defense. 

Mr. George H. Frates of the National Association of Retail Drug- 
gists concurred in this view and stated. 


Laws must be amended to eliminate instead of fostering discriminatory 
practices. 
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cCarran, from the Committee on the Judiciary, submitted 
the following 


LAW 


REPORT 


[To accompany 8. 1786] 


The Committee on the Judiciary, to which was referred the bill 
(S. 1786) for the relief of certain officers and employees of the Foreign 
Service of the United States who, while in the course of their respective 
duties, suffered losses of personal property by reason of war conditior 
and catastrophes of nature, having considered the same, reports 
favorably thereon, without amendment, and recommends that thi 
bill do pass. 


PURPOSE 


The purpose of the proposed legislation is a compensate the named 
individuals who were at the time employees of the Department of Stat 
for loss of personal property they suffered ae of war conditions 
and catastrophes of nature. 

STATEMENT 


This bill was introduced at the request of the De parte nt of St 
Various Congresses have previously made ap peer tions to pay 
similar claims on behalf of employees of the Foreign Service of the 
United States. <A full explanation of the nature of these claims as well 
as the procedure followed by the Department of State in making 
recommendation is set forth below. 
In the interest of economy, descriptions of the individual 
with one exception, are omitted from this report but are availa 
the committee sage The lone exception (claim of Owen J.C. 
former cowry » Lithuania) is set out below for the informati 
of the Senate because of the substantial amount involved. 
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Claim of Owen J. C. Norem, Former Minister to Lithuania 
Claimed $21, 973 


eee ee me em mm em em em em em em ew em Oe Oe ee ee ee ee eee eee ee ee ee ee ee eee = 


Se eagle 9, 350 


i pe ah tacunceseuc Se 


Mr. Norem served as United States Minister to Lithuania from 
August 1937 to August 1940, when Russian forces invaded that 
country and the staff of the American Legation at Kaunas evacuated. 
Because of war conditions, it was not possible for the claimant to ship 
his household furniture and personal effects to the United States. 
They were therefore sent to Berlin and stored in the Edmund Franz- 
kowiak & Co. warehouse, where they were damaged by bombs 
and looted by Russian and British forces. ' 

This bill involves 37 claims in the aggregate of $89,343.47 of which 
amount there is recommended to be paid $42,195.81. 


REPORT TO THE CONGRESS IN SuPPORT OF CLAIMS OF OFFICERS AND EMPLOYEES 
OF THE FOREIGN SERVICE OF THE UNITED STATES 

The following report and recommendation concerns 26 claims of officers and 
employees of the Foreign Service of the United States for reimbursement of losses 
sustained by reason of war, chaotic conditions, disrupted transportation facilities 
and catastrophes of nature in foreign countries during and after World War IT. 

A description of the conditions giving rise to the claims, their amounts, the re- 
ductions made after the Board’s examination, and the amounts reeommended for 
reimbursement are set forth in each case included in the attached ‘‘description of 
claims’’ (exhibit A). 

AUTHORITY 


Pursuant to Departmental Administrative Order No. 1082, dated August 20, 
1942, more recently referred to as Foreign Service Regulations, chapter V, section 
56, note 4 (exhibit B attached), a claim board was established in the Department 
to consider claims of Foreign Service employees for the loss of private property as 
a result of hazardous and unusual conditions surrounding their employment. 


CONSTITUTION OF THE CLAIM BOARD 

1. The Director of the Office of Budget and Finance 

2. The Legal Adviser 

3. The Director of the Office of Personnel 

Each member of the Board was authorized to delegate to a member of his staff 
work of considering and reporting claims, but assumed responsibility for con- 

clusions reached and approves all reports which are submitted to the Secretary 

of State for recommendation to the Congress. 


The members and delegates who considered the claims covered by this report 
are: 


+} 
tl 


Mr. Edward B. Wilber, Director of the Office of Budget and Finance, 
Chairman 

Mr. Warde M. Cameron, Office of the Legal Adviser 

Mr. William H. Beck, Office of Personnel 

Mr. Chauncey O. Rowe, Office of Personnel 

Mr. Louis F. Thompson, Division of Finance 

Mr. Raymund T. Yingling, Office of the Legal Adviser 


Appropriations previously made for settlement of claims similar to those included in 
this report 


Appropriation Number of 


; Amour 
claims Amount 


Private Law 145, 78th Cong., approved Dec. 3, 1943 


81 $141, 037. 61 
Private Law 13, 79th Cong., approved Mar. 23, 1945 


57 90, 131. 41 
Private Law 188, 80th Cong., approved Mar. 3, 1948 41 54, 036. 69 
Private Law 355, 81st Cong., approved Feb. 10, 1950 62 161, 007. 18 


BE inca ween tinebandlicenieiaiein pence keine debi sieiawen | 241 446, 212. 89 
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The following table A shows percentage reductions made by the claim board on 
the claims covered by the above legislation before the Department’s reeommenda- 


tion for their payment. 
covered by this request. 


Number of claims 


Table A 


Amount 
claimed 


Disallowed 


Table B shows similar reductions applied to the 26 claims 


A pproved 
by claim 
board and 


appropriated 











Amount Percent by Congres 
81 $243, 882. 3 $102, 844. 73 $141, 027. 61 
57 134, 290.15 44,158. 74 90, 131. 41 
41 145, 739. 45 91, 702. 76 54. 036. ( 
62 247, 371. 82 86, 364. 64 161, 007. 18 
241 771, 283. 76 325, 070. 87 42.15 446, 212, 89 
45 162, 611.06 162, 611.06 
ORE 993, 894. 82 487, 681. 93 D2. 22 446, 212.8 
Table B 
Disallowec Approved 
Aeneonii s by claim 
Number of claims ee board i 
claimed ai q 
Amount Percen eee - 
26} $65, 754. 96 1 &2 $42 81 
1] 23, SRR. 51 l 
37 &Y, 343. 47 47, 147. 66 2 {2,1 s 


A and table 
personal 


B, 


effects 


In making the reductions reflected in table 
limited to articles of furniture, clothing, and 


allowance S were 


considered to he 


necessary and appropriate, moderate in quantity and reasonable in valu De- 

preciation on effects at the time of their loss or damage was also considered 

Cuiaims FOR Losses INcuRRED BY FoREIGN Service EmpLtoyers Evacuate! 
From Korea IN JUNE 1950 


repo 


In addition to the claims represented by the present 














has received 197 claims for loss of personal effects from its Foreign Servic 
employees who were evacuated from Seoul in June 1950. The Economie Co 
operation Administration has, received 182 similar claim At the request 
the Economie Cooperation Administration, a joint claim board (State-ECA 
has been established to consider claims submitted by employees of both agencies, 
thus assuring complete maintenance of equilateral interest, continuity, and uni- 
formity. The following tabulation reflects the progress of the joint board to date. 
| Number Amount Amount dae 
Agency | of claims Be sola Disallowed ee eee eee 
| ai claimed approved acti 
received aa 
pendin 
State ess 197 | $605,753.09 | $221,478.54 | $384, 274.5 
ECA scpaiediagiat i 182 773, 708. 07 301, 516. 38 472, 191. 69 s 
i Ee ne 379 | 1,379, 461. 16 522, 994. 92 856, 466. 24 il 
The joint board has not completed the adjudication of 11 pending claims and 


settlement of claims for 


17; ECA 


done so to 


therefore no recommendation is made in this report for 
Korean evacuation losses. In addition, there are 149 employees 
132-contractor employees) eligible to submit claims but who have not 
the date of this report. A complete report and recommendation for fir 
of these claims will be made to the Congress when the Board has 


State 


ial settlement 


compl ted its 
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review. It is estimated that the aggregate total which may be approved by the 
joint board for losses resulting from the evacuation of ECA and State Depart- 
ment employees from Seoul will not exceed $900,000 (minus $124,440.83 advance 
loans against claims paid to 135 State Department employees and $132,530 paid 
to 154 ECA employees}. These advance loans were made to the State Depart- 
ment personnel under authority contained in the 1951 Supplemental Appropriation 
Act (Public Law 8438, approved September 27, 1950; H. R. 9526; H. Rept. 2987; 
S. Rept. 2567). ECA loan advances to its personnel were made from ECA funds 
pursuant to the above-mentioned reports by the House and Senate Committees 
on Appropriations. 
RECOMMENDATION 


The amounts recommended for reimbursement to the individual claimants 
represent fair valuations of lost, confiscated, destroyed, and damaged articles 
which are considered to be reasonable, useful, and proper for the officers and 
employees to have in their possession in their official capacities while in the public 
service, in the line of dutv in foreign countries. 


Ty 


t is recommended that the sum of $42,195.81 be appropriated for the relief 


O 


e claimants 
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IcCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany 8S. 1898] 


The Committee on the Judiciary, to which was referred the bill 
(S. 1898) establishing and effectuating a policy with respect to the 
creation or chartering of certain corporations by act of Congress, 
having considered the same, reports favorably thereon without 
amendment and recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to establish a congressional 
policy with respect to the granting of Federal charters to private 
corporations. Briefly, this policy is as follows: 

(1) Only nonprofit corporations organized and operated for charit- 
able, educational, patriotic, or civic-improvement purposes are to be 
given the benefits and prestige of a charter awarded by act of Congress. 

(2) Corporations are not to be chartered by act of Congress until 
the Department of Justice has carefully investigated the proposed in- 
corporators and the proposed purposes of the corpor ation. 

(3) Private corporations chartered by act of Congress are to be 
subjected to an annual audit of their financial transactions by certified 
public accountants at the expense of such corporation. This annual 
audit is to be filed with the General Accounting Office and to be 
retained by that Office as a public record for a minimum period of 10 
years in accordance with such regulations and upon such forms as the 
Comptroller General may prescribe. In addition, the report of such 
audit is to be made to the Congress by the General Accounting 


Office. 
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SECTIONAL ANALYSIS 


Section 2 ofthe bill authorizes any committee to which is referred 
a bill to provide for the creation or chartering of a private corporation 
to refer the bill to the Attorney General for an investigation and a 
report. It provides that no such bill should be reported by the com- 
mittee to either House of Congress, unless it is in conformity with the 
standards prescribed in section 3. 

Section 3 sets forth the standards referred to above. These stand- 
ards require that the purposes of the corporations proposed to be 
chartered shall be clearly set forth; that the proposed corporate charter 
shall protect the income and assets of the corporation, and shall ban 
any distribution of income or assets to the members, directors, or 
officers of the corporation, otherwise than upon dissolution of final 
liquidation of the corporation; and further require that the proposed 
charter shall prohibit propaganda activities by the corporation, or 
contribution by the corporation or its officers and directors as such 
to the support of any political party or candidate for public office. 

Section 3 further provides that the proposed charter shall contain 
all the information necessary to identify fully a corporation; and the 
proposed incorporators shall insure a democratic form of orgs nization, 
and shall grant the necessary corporate powers. ‘he. proposed 
charter is required to contain provisions, in conformity with this bill, 
respecting the annual audit of the books and records of this organiza- 
tion by a certified public accountant with reports to the General 
Accounting Office, and also provisions reserving to the Congress the 
right of altering, repealing, or amending the charter. Protection for 
members is assured by the requirement that the « ‘orporation shi ull keep 
correct and ¢ omple te books and records and minutes of its proceedings, 
which shall be available for proper purposes to any member; that the 
corporation shall not have or issue shares of stock, nor declare nor 
pay dividends; and that officers or directors shall be liable for practices 
unpairing the assets of the corporation. ‘The final paragraph of 
section 3 specifically requires that the proposed charter shall contain 
no provision for exemption from taxation of the corporation or its 
property or its income, nor any provision relative to or establishing 
the tax deductibility of gifts or donations to the corporation. 

Section 4 of the bill authorizes and directs the Attorney General 
to make an ip vecantiok of any proposed corporation, whose proposed 
charter bill is submitted to him by the committee of the Congress; 
to include in the investigation consideration of the purposes, incer- 
porators, and proponents of the proposed corporation, and to make a 
report to the committee which submitted the bill to him, including in 
such report his recommendations with respect to enactment of the 
proposed legislation. 

Section 5 provides for an annual audit of the financial transactions 
of each private nonprofit corporation chartered by the Congress by a 
certified public accountant and provides that such audits are to be 
at the expense of the corporation in each instance. Under this section, 
the Comptroller General is authorized to lay down the principles and 
procedures as well as the rules and regulations governing the audit. 
The second subsection of section 5 provides that each corporation shall 
file annually with the Attorney General a complete statement of such 
annual audit which shall be retained by the General Accounting 
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Office as a public record for a minimum period of 10 years. It requires 
the Comptroller General to make a report to Congress, and he is 
specifically authorized to include reference to any program, expendi- 
ture, or other financial transaction observed in the course of the audit, 
which, in his opinion, has been carried on or made without authority 
of law or in violation of law, or which is not within the scope of the 
expressed corporate purposes or is not in conformity with this proposed 
act. 

Section 6 of this bill specifically reserves to the Congress its right 
of complete discretion in the granting or withholding of Federal 
charters for corporations. 

Section 7 of the act exempts those corporations in existence at the 
time of the approval of this act, who are presently subject to audit, 
examination, or supervision by a department, agency, or official 
the United States or other governmental unit, and which are required 
by law to file a financial report at least annually to any of the govern- 
mental units previously described. This section also exempts any 
religious, educational, or charitable corporation in existence on the 
date of the approval of this act, the major part of whose activities 
are local to the District of Columbia. 

Section 8 of the bill provides that for the aaeponre of court juris- 
diction, based upon diversity of citize nae a corporation chartered 


by act of Congress shall be deemed to be a citizen of the State of 
Maryland unless otherwise specified. "This provision is necessary in 
order that corporations created by act of Congress may sue and be 


sued in the district courts of the United States. 


CONCLUSION 


This committee, which has under its direct jurisdiction the granting 
ot Federal charters, has long felt the need for some criteria by which 
organizations applying for Federal charters may be considered. The 
committee has also felt the need of a more rigorous inspection of the 
proposed incorporators and the suggested purposes of organizations 
which request Federal charters from the Congress. This bill would 
establish such standards and would aid the committee immeasurably 
in determining which organizations are entitled to the prestige and 
advantages which accrue as the result of the granting of Federal 
charters. The committee, therefore, recommends that the proposed 
legislation be favorably considered. 

Similar legislation was recommended by the committee in the 
Eighty-first Congress and the bill, S. 1290, as it passed the Senate, 
contained the same provisions as this measure. 


O 
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{cCarran, from the Committee on the Judiciary, submitted 
the following 


JNIV, 


' 
./) 


REPOR' 


[To accompany H. R. 744] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 744) for the relief of Wladimir Peter Lewicki, Mrs. Heedwige 
Lewicki, and George Wladimir Lewicki, having considered the same, 
reports favorably thereon without amendment and recommends that 
the bill do pass. 

PURPOSE OF THE BILL 


The purpose of the bill is to grant the status of permanent residence 
in the United States to Wladimir Peter Lewicki, Mrs. Heedwige 
Lewicki, and George Wladimir Lewicki. Provision is made for the 
appropriate quota ‘deductions and for the payment of the required 
visa fees and head taxes. 


STATEMENT OF FACTS 


The adult beneficiaries of the bill are 43- and 41-vear-old natives of 
Poland and naturalized citizens of Canada. The minor child was 
born in France on June 19, 1940, and is also a naturalized citizen of 
Canada. They last entered the United States as vis sitor: :on December 
3, 1950. Mr. Lewicki is a mechanical engineer and is a specialist in 


steel-mill work. He is <r by the Southwest Steel Rolling 


Mills Corp. in Los Angeles, Calif. where his services are said to | 
vitally necessary. 


Oe 
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A letter dated May 28, 1951, to the chairman of the Committee on 
the Judiciary of the House of Representatives from the Deputy 
Attorney General with reference to the case reads as follows: 


May 28, 1951. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. ( 

My Drar Mr. CuarrMan: This is in response to your request for the views of 
the Department of Justice relative to the bill (H. R. 744) for the relief of Wladimir 
Peter Lewicki, Mrs. Heedwige Lewicki, and George Wladimir Lewicki, aliens. 

The bill would provide that Wladimir Peter Lewicki, Mrs. Heedwige Lewicki 
his wife, and George Wladimir Lewicki, their son, shall be considered to have 
been lawfully admitted to the United States for permanent residence upon pay- 
ment of visa fees and head taxes. It would also direct the Secretary of State to 
instruct the quota-control officer to make the proper deductions from the appro- 
priate immigration quotas. 

The files of the Immigration and Naturalization Service of this Department 
disclose that Mr. Lewicki was born in Opolsko, Poland, on June 23, 1908, and 
Mrs. Lewicki in Kielce, Poland, on October 13, 1909. Their son was born in 
Trignac, France, on June 19, 1940. They became naturalized citizens of Canada 
in 1948. Coming from Mexico, they last entered the United States by plane at the 
port of El Paso, Tex., on December 3, 1950, when they were admitted as tem- 
porary visitors until January 3, 1951, under section 3 (2) of the eae Act 
of 1924. Mr. Lewicki has been employed since December 6, 1950, by the South- 
west Steel Rolling Mills in Los Angeles, Calif., as a consultant, earning $1,200 a 
month. 

The files further reflect that Mr. Lewicki stated that he escaped from Poland 
to Hungary in December 1939, and that he and Mrs. Lewicki proceeded in 1940 
to France where Mr. Lewicki obtained a position with a large steel corporation. 
He stated that in January 1942 they left for Portugal with their child, remaining 
in that country for 9 months. Thereafter they resided in Canada for 6 years 
and in Mexico from about June 1948 until they came to the United States. The 
aliens are presently residing in Huntington Park, Calif., where the child attends 
junior high school. Mr. Lewicki stated that he was arrested for illegal entry into 
Hungary at the time of his escape from Poland in 1939, but that he was subse- 
quently released with thousands of other people who had been arrested for the 
same offense. He stated that his only other arrest was for a traffic accident in 
Mexico in 1948, and that he was released upon the payment of an $8 fine. The 
record indicates that the aliens were admitted to this country as visitors in Octo- 
ber 1950, a little less than 2 months prior to their last entry, and that they were 
at that time destined to the home of a friend in Los Angeles. 

The quota of Poland, to which the aliens are chargeable, is oversubseribed, and 
immigration visas are not readily obtainable. The record fails, however, to 
present considerations which would justify the enactment of special legislation 
granting them a preference over other nationals of Poland who desire to obtain 
the economie and other benefits of residence in the United States, but who remain 
abroad and await their regular turns for the issuance of immigration visas. 

Accordingly, this Department is unable to recommend enactment of the 
measure. F 

Yours sincerely, 
PrEYTON Forp, 
Deputy Attorney General. 


Congressman Cecil R. King, the author of the bill, appeared before 
a subcommittee of the Committee on the Judiciary of the House of 
Representatives and made the following statement in support of the 


bil: 


STATEMENT OF CONGRESSMAN Ceci. R. King BErore IMMIGRATION AND 
NATURALIZATION COMMITTEE, Monpay, JUNE 18, 1951 


H. R. 744 was introduced at the urgent request of the officials of the Southwest 
Steel Rolling Mills Corp., which owns and operates a steel rolling and rerolling 
mill in the Seventeenth Congressional District. The bill would provide that 
Wladimir Peter Lewicki, a person possessing unique technical and scientific skill, 
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and his wife and son be considered to have been lawfully admitted to the United 


States for permanent residence upon payment of visa fees and head taxe 





This corporation has been in existence for more than 10 vears, and has during 
all of their existence been searching for a works manager fully capable of managing 
all of the diverse and complex operations of the mill. H eve of the m 
employed in this capacity have been capable of fulfilling the respons ! 
position, 

The mill consists of a 17-inch roughing mi , SIX STA is of | | I ! t sta is 
of 12-inch mill, a 10-ton electric melting furnace for the prod 
well as finishing and fabricating departments and other eq essary and 
auxiliary to the afore-mentioned operations. 

The installation of the electrical melting furnace which pt ts f 
own rolling and the process of producing additiona etions 1 
rience and skills in performing these new operatio1 

In accordance with the Government’s announced stee!l-expa progral the 
Southwest Steel Rolling Mills is presently producing sections ¢ lucts! led 
in connection with the defenss procurement, the impact of wv i 11 tO 
this concern a capable manager possessed of appropriate 

For the past year an intensive search has been made by i 
fied manager wilhout success. This is due largely to the fact t! st ste ills 
in the Lnited States have been engaged in an expansion p a 
available domestic talent. 

Recently the Southwest Steel Rolling Mills was adv 1 { 
ing engineer that Wladimir Peter Lewicki was one of the few men in the « 
industry capable of successfully fulfilling the duties of works manage 
such as the Southwest Steel Rolling Mills, and had arrived in the United States f 


a temporary visit 
\ thorough investigation was made of Mr. Lewicki's qualifications, and dete 

















mination made by the officials of the Southwest Steel Rollir Li 
services were not only essential to the firm, but would be a diz tribution to 
the technical skil of this cou ry 

B 1 on their findings, a request was mad at IT introd 
to p it his permanent residence in the United States, when it wa il { at 
he would accept a position el Rolli \I 

The investigation of Mr. » veveals 
of the | versit f Krak Ss. deg ’ i 
metallurgical engineer and ‘ 
1nd pass desig He i é Ins t ( 
In steel millwe he is a special itio ‘ ‘ 
mm! equip { He Vas mi Ol tH i B Ni 
| pp Ne) “iit fro. Sa I I a i t a | 
siles 1938 to 1939: foreman and later superintende ‘ [nd 
Ltd., mill plant at Sorel, Quebee ida, ft 12 to 1945 
Don mn Foil, Ltd... Montreal and Three River (Quebe pada, Ir 1945 
to 1948, during which time the plant expanded fre 
S-million-dollar operation and mill superintende! ind as 
of Laminador de Acero, in Mexico, from 1948 to 1950 

There appears to be no question but that Mr. Le 
technical and scientific sk hat can dire bene eco 
of the United States vy itt a direct eontriput 
most vita eded « li Line tee 

| feel confident that this committee and the Congress ) 1 we ‘ 
of the tvpe of Mr. Lewicki 

I have & thbmitted t » this committee tetters of recor mie 
people in both Canada and Mexico cones I ’ ; 
attributes 

I might add that Mr. Lewicki became 148 
and that his talents were utilized bo hat ¢ I ’ | . 
tion o ec] 

In view of the unique skills possessed by Nir Le 
this countrv, and his bigh moral character, I s 


this subcommittee on H. R. 744 
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In addition, Congressman King submitted the following information: 


AFFIDAVIT OF LESTER M. FINKELSTEIN 


STaTE OF CALIFORNIA, 
County of Los Angeles, ss: 

Lester M. Finkelstein, being first duly sworn, deposes and says: 

That he is the president of Southwest Steel Rolling Mills, a corporation, which 
corporation Owns and operates a steel rolling and rerolling mill at 9901 South 
Alameda Street, Los Angeles, Calif. That said mill consists of a 17-inch roughing 
mill, six stands of 14-inch mill, four stands of 12-inch mill, a 10-ton electric melting 
furnace for the production of ingots, as we!l as finishing and fabricating depart- 
ments and other departments and equipment necessary and auxiliary to the 
aforesaid operations. 

Southwest Steel Rolling Mills has been in existence for more than the past 10 
vears and has during all of said period been trying to find and employ a works 
manager fully capable of managing all of the diverse and complex operations of 
the mill; however, none of the men employed in this capacity have really been 
eapable of fulfilling the responsibilities of the position. This has created an 
exceptionally serious problem for the corporation, since none of the officers or 
directors of the corporation have themselves had any previous mill experience 
and the corporation must therefore rely on its works manager for successful and 
efficient operations. 

That due to the installation of the electric melting furnace which produces 
ingots for its own rolling, the mill is now in the process of producing additional 
sections which require special experience and skill in performing these new opera- 
tions successfully. In addition, the mill is now being called upor by the United 
States Government for the production of sections and products needed by the 
Government in connection with defense preparations arising from the present 
emergency. Therefore, the need for a truly capable works manager is now even 
than ever before. 
during the past vear extensive efforts have been made to employ a first- 
manager but without suecess. This is due largely to the fact that most 
miiis in the United States have been expanding into continuous large operations 
as a result of which the number of skilled works managers in the operation of 
merchant hand mills, sueh as that of our corporation, are becoming increasingly 
scarcer: and that the few skilled works managers in the United States are not 
available as thev are already permanently employed elsewhere. 

That I was recently advised by a reputable consulting engineer that Wladimir 
Peter Lewicki is one of the few men in the entire steel industry capable of success- 








ing the duties of works manager in a mill such as ours 

That we have made a thorough investigation of Mr. Lewicki’s qualifications. 
We find that he was born in Opolsko, Poland, on June 23, 1908, and that he is 
now a Canadian citizen by naturalization. He is a graduate of the University 
of Krakow, Poland, with a B. B. S. degree as a mechanical and metallurgical 
engineer and also has a master’s degree in heavy mill equipment and pass design. 
He is a full member of the Engineering Institute of Canada. In steel millwork 
he is a specialist in design, installation, and operation of heavy mill equipment. 
Mr. Lewicki has been mill general superintendent of the Huta Bankowa Mill, 
Upper Silesia, from 1937 to 1938; assistant mill manager, Trinee plant, Upper 


Silesia, 1938 to 1939; foreman and later superintendent of the Sorel Industries, 
Ltd., mill plant at Sorel, Quebee, Canada, from 1942 to 1945; chief engineer, 
Dominion Foil, Ltd., Montreal and Three Rivers, Quebec, 1945, during the time 
that the plant expanded from a half-million-dollar to an 8-million-dollar opera- 


tion: and has been mill superintendent and assistant general manager of Laminadr 
de Acero. in Mexico, from 1948 to 1950. 

On the basis of the foregoing investigation, it is my considered opinion that Mr. 
Lewicki is a person of the highest moral character and with an excellent reputation 
in the steel industry and that he is exceptionally equipped for successfully filling 


the position of works manager at the Southwest Steel Rolling Mills both in its 
present operation and in the expanded operations being planned to meet the de- 
mands of the Government’s defense efforts. 


Lester M, FINKELSTEIN. 
Subscribed and sworn to before me this 6th day of January 1951. 
[Spal W. M. Spinks, 
Notary Public in and for the County of Los Angeles, State of California. 


commission expires December 4, 1951. 
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LAMINADORA DE AcERO, 8S. A. 
Distrito de Cuautitlan, Estado de Mexico, January 29, 1951. 


To Whom It May Concern: 

The bearer of this letter, Mr. W. P. Lewicki, worked with me as assistant 
manager and technical director of the company from July 1948 to December 1950. 

During this period I became very familiar with Mr. Lewicki’s character and 
background. I can unhesitatingly recommend him as a thoroughly capable 
technician and a man of highest principles. 

My daily contact with him as well as information concerning his background 


from mutual friends and business acquaintances, both in the United States and 
Canada, has convinced me that he is a violent anti-Communist and a person 
who is instinetively receptive to American political and social ideology. 


It may or may not have any bearing on the value of this testimony; however, 
I might mention that the writer is an American citizen and served 3% years in 
the Army during the last war as an officer stationed in the Office, Chief of Engi- 
neers, in Washington, D. C. I thoroughly understand the importance and 
responsibility involved in such an unqualified recommendation as has been 
made in this letter. 
E. H. Mave, General Manager. 


LAMINADORA DE Acero, S. A., 
Distrito de Cuautitlan Estado dé Mea ico. Jan ary od, ive 


To Whom It May Concern: 
I have known the bearer of this letter, Mr. W. P. Lewicki, since February 1949, 


and since July 1949 he has been an intimate friend of mine. He left the company 
in December 1950 and up to that time he occupied the position of assistant general 
manager and technical adviser and as such was my immediate superior. I would 
gladly reeommend him as a highly qualified technician and a man of integrity 
Through personal dailv contact with him both at work and outside the plant 
I am convinced that he is violently anti-Communist. On th ntrary he looks 
upon the American political and social ideology as the ideal w f life. 
Knowing the importance of this letter I would like to state that I am an 
American citizen and a Reserve officer in United States Army with the rank of 


captain, Infantry, with serial No. 0495661. 


Superinte nde nt. Vate al Cont Depa 


CANADIAN PotisH CONGRESS 
Ottawa, Ontario, Fet ary 138, 1951. 
To Whom It May Concern: 
The bearer, Mr. W. P. Lewicki, has been known to me personally since 
As administrative officer of the bureau of technical personnel, Department of 
Labour, Ottawa, in charge of matters of all foreign-born engineers registered with 
the bureau, I was in close contact with Mr. Lewicki during the war and in postwar 
period, and consider him as a man loyal to the Allied cause. He is democratically 
minded and positively anti-Communist and anti-Fascist. That is the reason he 
left Poland when his country was invaded by Germans and decided not to return 
to his native country because of Communist regime. 


) 


1¢ 
} 


Ricuarp J. HERGE1 
Vice President 


CANADA DEPARTMENT OF MINES AND TECHNICAL SURVEYS, 
Ottawa, Ontario, Feb ry 19, 1951. 

To Whom It May Concern: 

I, Jerzey Wladyslaw Meier, M. Eng. Sc., resident of 69 Gwynne Aver 
Ottawa, Ontario, do solemnly declare that: 

I have known Mr. W. P. Lewicki (at present working with Southwest Rollin 
Mills, 9901 South Almeda, Los Angeles, Calif.) since 19 ish ens 
working during and after World War II in the Canadian steel industry. Mr. 
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Lewicki has been always a loval supporter of the western allied cause and in 
opposition to any Fascist or commmunistic activitie 
I, myself, am a naturalized Canadian citizen and, since May 1, 1941, emploved 
by the Canadian Government at the Physical Metallurgy Research Laboratories, 
Department of Mines and Technical Surveys, Ottawa. 
J. W. MeErer, 
Head, Nonferrous Metals Section. 


The committee, after consideration of all the facts in the case, is of 
the opinion that the bill CH. R. 744) should be enacted; 


O 





HOIW JO “AINS) 





Calendar No. 558 


82p ConGress SENATE REporT 
Ist Se ssion No. 590 


MAJ. BRUCE B. CALKINS 
Juiy 30 (legislative day, Jury 24), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 828] 


The Committee on the Judiciary, to which was referred the bill 
(Hi. R. 828) for the relief of Maj. Bruce B. Calkins, having considered 
the same, reports favorably thereon without amendment and recom- 
mends that the bill do pass. 

PURPOSE 


The purpose of the proposed legislation is to pay the sum of $475.78 
to Maj. Bruce B. Calkins, Air Force Reserve, AOQ385054, in full 
settlement of all claims against the United States arising out of a 
temporary change in Army regulations which deprived him of terminal 
leave to which he would otherwise have been entitled. 


STATEMENT 


Major Calkins was admitted to Pasadena Regional Hospital, 
Pasadena, Calif., on November 14, 1945, while on terminal-leave status 
and was subsequently transferred to William Beaumont General 
Hospital, El Paso, Tex., on November 27, 1945. He was released 
from hospitalization, effective December 21, 1945. 

Just prior to the time that the claimant became ill Army regulations 
provided that officers hospitalized while on terminal leave would be 
regarded as being on a duty status from the date of hospitalization. 
Upon completion of hospitalization they would revert to leave status 
and would be credited with time spent in the hospital as time on duty. 

This regulation referred to above was superseded by another regu- 
lation dated November 9, 1945, which provided that officers admitted 
to Army hospitals while on terminal leave prior to separation from 
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active service would continue on leave during such hospitalization. 
Change No. 1 to this regulation dated January 16, 1946, provided 
that officers admitted to Army hospitals while on terminal leave, 
prior to separation from service, would be considered to be on a duty 
status from the date of admission to the hospital. 

It should be noted that officers who were hospitalized while on 
terminal leave between November 9, 1945, and January 16, 1946, 
and whose leave expired prior to January 16, 1946, did not receive 
the same considerations as other officers. Public Law 342, Eighty- 
first Congress, October 10, 1949, was enacted in an effort to alleviate 
this situation. This law provided that officers admitted to service 
hospitals prior to October 1, 1947, while on terminal leave, who 
reverted to inactive status prior to release from such hospitalizaiton, 
and who were not subsequently retired or certified to the Veterans’ 
Administration for retirement benefits, would be determined to have 
been in active duty for all purposes from the date of admission to the 
hospital to the date of release from such hospital. As Public Law 
342 covered only one specific category of personnel, namely, those 
who reverted to an inactive status while hospitalized, officers such as 
Major Calkins, who did not revert to an inactive status prior to a 
release from hospitalization but who did revert to an inactive status 
prior to January 16, 1946, were not covered by Public Law 342 or by 
any other provision of law or regulation. 

In the Eighty-first Congress, H. R. 8409 was introduced for the 
relief of Major Calkins in amount of $962, but Congress adjourned 
before the Air Force had prepared a report on the bill. The amount 
claimed by Major Calkins included claim for terminal leave to cover 
his illness (November 6, 1945, to December 21, 1945, a total of 46 
days), payment for his period of convalescence (30 days); and pay- 
ment for the Air Force Reserve bonus (36 days). 

In recommending the payment of $475.78 to Major Calkins as set 
out in H. R. 828, the Air Force report states: 

In the administration of cases of officers hospitalized from terminal leave, 
consideration was never given to a period of convalescence inasmuch as regula- 
tions on this subject covered only the period of actual hospitalization. In view 
of this, and in view of the fact that Major Calkins was admitted to the hospital 
on November 14, 1945 (day of duty), and was released from the hospital on 
December 21, 1945 (day of leave), and further in consonance with the intent of 
Public Law 342, any legislation providing for the relief of officers in this category 


should include payment only for the period of actual hospitalization. In the case 
of Major Calkins this would amount to 37 days, which would entitle him to the 
payment of $434.11. In addition, he would be entitled to 1 month’s Air Force 


Reserve bonus pay in the amount of $41.67 or a total of $475.78. 

The report of the Air Force is set out in House Report No. 614 
(82d Cong.) and is incorporated herein by reference. 

On the basis of the foregoing, the committee recommends that 
Major Calkins be reimbursed in the amount provided in H. R. 828. 


“~ 
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McCarran, from the Committee on the Judiciary, submitted 


the following 


REPORT 
[To accompany H. R. 1688] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 1688) for the relief of James J. Lieberman, having considered 
the same, reports favorably thereon, without amendment, and ree 
ommends that the bill do pass 


PURPOSE 


The purpose of the proposed legislation is to pay $1,700 to James J 
Lieberman, of Detroit, Mich., in full settlement of all claims of said 
James J. Lieberman against the United States arising out of a 
collision on June 19, 1948, at Giessen, Germany, between his auto- 
mobile and an Army vehicie driven by a member of the United States 
Army. 


STATEMENT 


James J. Lieberman, a warrant officer (junior grade), United States 
Army, was driving his personally owned 1947 Chrysler sedan on the 
evening of June 19, 1948, at about 9:10 p. m. on Lichterstrasse in 
Giessen, Germany. It was raining and the road, of cobblestone con- 
struction, was slippery. Mr. Lieberman was operating his vehicle 
in a lawful manner and on his own side of the road at a speed of about 
20 miles per hour. An Army reconnaissance car, operated by 
T/5g Moses C. Jackson, and carrying as passengers another soldier 
and two German girls, approached from the opposite direction at a 
speed estimated from 35 to 40 miles per hour. The driver of the 
Army vehicle lost control of his vehicle, which skidded across the road 
to its left and crashed head-on into Mr. Lieberman’s automobile, 
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shoving it backwards about 12 feet. As a result of the collision, 
claimant sustained minor personal injuries and his automobile was 
extensively damaged. Mr. Lieberman received free medical treat- 
ment from the Army for his minor injuries, which injuries appear to 
have resulted in no permanent disability 

The Army vehicle involved in this accident had been dispate thed to 
Pfe Mitchell A. Wallace for official use, and on the ovens in ques- 
tion, he improperly permitted Technician fifth grade Jackson to use 
the vehicle to transport a soldier companion and two German girls 
to the Verdun Kaserne Infantry Club. It was during this trip that 
the accident occurred, and the Army stated that Technician fifth 
grade Jackson was not acting within the scope of his employment. 

Claimant filed a claim with the United States Army Foreign 
Claims Commission. The Commission determined that the claim 
could not be paid under the Foreign Claims Act (55 Stat. 880), as 
amended (57 Stat. 66), for the reason that claimant was not an 
inhabitant of the country in which the accident occurred (Germany), 
a condition precedent to the approval of a claim under said statute. 

Mr. Lieberman’s claim was disallowed by the Judge Advocate 
General under the provisions of the act of July 3, 1943 (57 Stat. 372; 
31 U.S.C. 223b), as amended, on the grounds that it was not payable 
under said act inasmuch as the driver of the Army vehicle was not 
acting within the scope of his employment at the time the accident 
occurred, 

Claimant has no remedy under the Federal Tort Claims Act (60 
Stat. 843; 28 U.S. C. 931), as revised and codified by the act of June 
25, 1948 (62 Stat. 933; 28 U.S. C. 1346 (b)), and as amended by 
the act of April 25, 1949 (Public Law 55, Sist Cong.), for the reason 
that his claim arose in a foreign country. 

The committee feels that there is a moral obligation upon the Gov- 
ernment to pay this claim. Had the claimant been a German citizen, 
his claim would have been immediately paid under the Foreign 
Claims Act. Further, it appears that Private Wallace was officially 
and legitimately in possession of the Government vehicle when he 
turned it over to Jackson. It was dispatched to Wallace on the day 
of the accident. The Army permitted him to retain the vehicle for 
the entire day, for it was neither checked in nor called in to the dis- 
patch office after the completion of the initial use of the vehicle. 
As Wallace was in official charge of the Army vehicle, and though he 
may have improperly turned over the vehicle to Jackson, there was 
negligence by Army officials in not calling the vehicle back to the 
dispatch office while still in the possession of Wallace. Jackson was 
found guilty of careless and negligent driving in a court-martial pro- 
ceeding, and. the Government received reparation for the damaged 
jeep from the two soldiers held responsible for the accident. Claimant 
was found not guilty of any contributory negligence. 

Claimant could not have instituted suit against Jackson in Ger- 
many because of the American Army policy in Germany that German 
courts are not allowed to entertain jurisdic tion of civil suits between 
Americans stationed in occupted territory, 

The Department of the Army, in its report, states: 


The evidence in this case clearly establishes thatthe accident of June 19, 1948, 
and the resulting damage to Mr. Lieberman's automobile were caused solely 
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by the negligence of the driver of the Army vehicle involved in said accider ! 
operating his vehicle at an excessive speed and in a negligent manner 

This is a meritorious claim, and under the circumstances, and as the proposed 
award is fair and reasonable, the Department of the Army has no objection t 


the enactment of this bill 


The report of the Department of the Army is set out in House 
Report No. 616 (82d Cong.) and is incorporated herein by reference. 
In view of the foregoing, the committee recommends that James J 


=) 


Lieberman be reimbursed in the amount provided in H. R. 1688 
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Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 4226] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 4226) for the relief of Walter M. Smith, having considered the 
same, reports favorably thereon without amendment and recommends 
that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to pay $112.15 to Walt 
M. Smith, of 72 Chittenden Avenue, Columbus, Ohio, in full settle- 
ment of all claims against the United States as reimbursement for 
expenses incurred in travel from Columbus, Ohio, to Riverton, Wyo., 
and return, on instructions from Bureau of Reclamation, Department 
of the Interior, in June 1948. 


STATEMENT 


The claimant in this case, a resident of Columbus, Ohio, was offered 
an appointment in the Bureau of Reclamation at Riverton, Wyo. He 
reported for duty in Riverton, in accordance with instructions from 
the Bureau, on June 25, 1948, and thereupon was advised that ‘‘funds 
for undertaking the work upon which he was to be employed were 
lacking”’ and his services therefore would not be required. 

The claimant had paid his own expenses to report at work and be- 

cause of not receiving any salary he is entirely out of pocket for the 

expense involved in the round trip from Columbus, Ohio, to Riverton, 
Wyo. The committee believes that he should be rightfully compen- 
sated for this expense. 





WALTER M. SMITH 


Attached hereto and made a part of this report is a letter from the 
Secretary of the Interior dated July 29, 1949. 


Unirep States DEPARTMENT OF THE INTERIOR, 
OFFICg OF THE SECRETARY, 
Washington, D. C., July 29, 1949. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives. 

My Dear Mr. CELLER: We are glad to comply with your request for an ex- 
pression of this Department’s views in regard to H. R. 3964, a bill for the relief 
of Walter M. Smith. 

We recommend that the proposed legislation be enacted. 

On April 30, 1948, Mr. Walter M. Smith was offered an appointment in region 
6 of the Bureau of Reclamation, an agency of this Department. On May 9, 
1948, he advised Bureau of Reclamation officials that he would not be able to 
report for duty until June 25 of that year. On May 21, 1948, the Bureau of 
Reclamation notified Mr. Smith that he could report for duty on June 25. It 
was not until after Mr. Smith had reported for work that he was informed that, 
owing to the discovery that funds for undertaking the work upon which he was 
to be employed were lacking, his services would not be required. 

In view of the circumstances described in the preceding paragraph, it is con- 
sidered that it would be equitable to reimburse Mr. Smith for his out-of-pocket 
expense in traveling from Columbus, Ohio, to Riverton, Wyo., and return. The 
sum of $112.15, the amount specified in H. R. 3964, does not seem to be out of line. 

We are informed by the Director of the Bureau of the Budget that there is no 
objection to the presentation of this report to your committee. 

Sincerely yours, 
Oscar L. CHAPMAN, 
Under Secretary of the Interior. 


C) 
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Mr. McCarran, from the Committee on the Judiciary, submitted 


the following 


REPOR 
[To accompany H. R. 4269] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 4269) for the relief of John S. Downing, having considered the 
same, reports favorably thereon without amendment and recom- 
mends that the bill do pass, 

PURPOSE 


The purpose of the bill is to pay the sum of $327.75 to John §., 
Downing, of Fayetteville, N. C., in full settlement of all claims against 
the United States for compensation for services performed between 
March 26 and May 12, 1949, both dates inclusive, as United States 
Commissioner for the Eastern District of North Carolina. 


STATEMENT 


An identical bill was introduced in the House in the Eighty-first 
Congress but no action was taken due to lack of time. 

The details of this case appear more fully in House Report No. 628 
(82d Cong.) which is incorporated herein by reference. 

The Administrative Office of the United States Courts, in its report 
on the bill under date of July 26, 1949, states: 


Mr. Downing was a United States Commissioner in the Eastern District of 
North Carolina, having last served under a reappointment effective March 26, 
1945, for a period of 4 years. This reappointment expired at the close of March 
25, 1949. On May 6, 1949, we received an account from Mr. Downing claiming 
fees in the amount of $467.50 for the quarter ended April 30, 1949. On May 10, 
1949, after completing our examination of the account, we wrote to Mr. A. Hand 
James, clerk of the United States District Court at Raleigh, N. C., asking if 
Mr. Downing had been reappointed and received a reply from Mr. James stating 
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that the court had entered an order on May 12, 1949, appointing Mr. Downing 
effective March 26, 1949, and in the same order terminated his services as United 
States Commissioner for the Eastern District of North Carolina effective May 12, 
1949. 

Under the rulings of the Comptroller General of the United States we were 
obliged to disallow in Mr. Downing’s account for the quarter ended April 30, 1949, 
basic fees amounting to $197 and in a partial account covering the period May 1 
to May 12, 1949, basic fees amounting to $21.50. Accordingly, total basic fees 
disallowed in the two accounts amounted to $218.50 and increases amounting to 
$109.25 under the provisions of the Federal Employees’ Pay Acts of 1945 and 
1946 would have been added to the basic fees had the accounts been allowed. 
Therefore, the sum of $327.75 as stated in the bill (H. R. 5614) is correct. 


In view of the foregoing and with particular cognizance of the fact 
that the Administrative Office of the United States Courts offers no 
objection to enactment of this measure, the committee recommends 
favorable consideration of this bill (H. R. 4269). 


O 
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*, McCarran, from the Committee on the Judiciary, submitted the 
following 


REPORT 


|To accompany 8. J. I 


The Committee on the Judiciary, to which was referred the bill 
(S. J. Res. 52) proposing an amendment to the Constitution of the 
United States, providing for the election of President and Vice Presi- 
dent, having considered the same, reports favorably thereon without 
amendment and recommends that the bill do pass 


PURPOSE 


The purpose of the proposed legislation is to amend the Constitution 
so that the electoral college will be abolished and the unit-rule system 
of counting electoral votes will be abandoned in favor of a method 
whereby the President and Vice President are elected by taking the 
popular vote cast for a given candidate and establishing the propor- 
tion which that vote bears to the total vote cast and the number of 
electoral votes available to a given State 


STATEMENT 


Senate Joint Resolution 52, similar to the joint resolution, Senate 
Joint Resolution 2, of the Eighty-first Congress introduced by Senator 
Lodge and favorably reported on June 30, 1949, and the joint resolu- 
tion, Senate Joint Resolution 200 of the Eightieth Congress, favor- 
ably reported by the committee to the Senate on May 3, 1948, was 
reintroduced in March 1951. This resolution not only has the sponso! 
ship of the Senator who during the previous Congresses sponsored 
the bill, but in addition has 27 other sponsors. 

Hearings on the predecessor amendment, Senate Joint Resolution 2, 
were held on February 23, March 9, April 14 and 21, and May 3, 1949, 
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by the standing subcommittee of the Committee on the Judiciary on 
Constitutional Amendments. Witnesses who appeared or submitted 
statements in support of this proposal included Senator Lodge, 
Senator Fulbright, Senator Smith of New Jersey, Senator Hoey, 
Senator Morse, Senator Kefauver, Mr. Lloyd C. Halvorson (econo- 
mist, the National Grange), Rev. William L. Lucey, S. J. (department 
of political science, C ollege of the Holy Cross). It was endorsed by 
President Harold W. Dodds of Princeton University. One witness 
appeared in opposition, Mr. Basil Brewer of New Bedford, Mass. 
An exceptionally full record has been made on this proposal. In 
addition to the testimeny of those listed above, numerous articles by 
political science experts have been included in the record of hearings, 
including a statement by Senator Ferguson of Michigan, propounding 
13 specific questions, and the answers to those questions submitted 
by Senator Lodge. The committee believes that the record contains 
a wealth of useful information on this subject capable of furnishing a 
basis for complete discussion on all phases of the proposed amendment. 


BRIEF ANALYSIS OF SENATE JOINT RESOLUTION 52 


A detailed analysis of the joint resolution appears at the conclusion 
of the report. Briefly, it may be stated that the reforms which this 
proposed constitutional amendment seeks to effect are threefold in 
nature: 

1. It abolishes entirely the office of presidential elector. The 
electoral vote per State (equal to the total number of Senators and 
Representatives, as under the existing system) is retained—but purely 
as an automatic counting device. 

2. It eliminates the possibility of an election being determined by 
the House of Representatives solely and permits the determination of 
an election for President or Vice President by both the Senate and 
House of Representatives only in the event the electoral vote of any 
single candidate does not total 40 percent of the whole number of 
electoral votes. 

It does away with the so-called unit-rule system of counting 
electoral votes. Under the existing system, the candidate receiving 
a plurality of the popular vote in any given State is credited with all 
the electoral votes of that State, regardless of how infinitesimal the 
plurality. Under the proposed system, the electoral votes in each 
State are automatically divided among the candidates in direct 
proportion to the popular vote. 

Example.—<A State has 12 electoral votes. Of the 2,400,000 popular 
votes cast in that State, R, the Republican, received 1,600,000. D, the 
Democrat, received 600,000. T, the third party candidate, received 
200,000. Under the present system, all of the State’s 12 electoral 
votes would go to R. Under the proposed system, the electoral vote 
would be divided in proportion to the popular vote as follows: Eight 
electoral votes for R; three electora! votes for D; and one electoral 
vote for T. 

The electoral votes which each candidate receives therefor represent 
his proportional strength in the State. These votes are then taken 
and added to the electoral votes received in all the other States. The 
candidate having the greatest number of electoral votes wins the presi- 
dency unless no candidate receives 40 percent of the whole number of 
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electoral votes, in which event one of the two persons having the two 
highest numbers of electoral votes for President will be elected by the 
Senate and the House of Re ‘presentatives assembled in joint session. 
In order to be elected, however it is necessary that one of these two 
persons receive a majority of the votes of the combined authorized 
membership of the Senate and the House of Representatives. 


HISTORICAL BACKGROUND 


Since January 6, 1797, when Representative William L. Smith, of 
South Carolina, offered in Congress the first constitutional amendment 
proposing reform of our proc edure for elec ting the President, hardly 
a session of Congress has passed without the introduction of one or 
more resolutions of this character. All these proposals recognized, 
as does the reform embodied in Senate Joint Resolution 52, that the 
so-called electoral-college system has never functioned as contemplated 
by the framers of the Constitution. 

The delegates to the Constitutional Convention were, for the most 
part, de finitely opposed to electing the President by direct popular 
vote, agreeing with George Mason of Vi irginia that ‘it were as unnat- 
ural to refer the choice of a proper character for Chief Magistrate to 
the people, as it would be to refer a trial of colors to a blind man.”’ 
The delegates distrusted the ability of the average citizen of that day 
to decide questions of such great gravity. Morever, the discussions 
of the Convention re ‘veal that the de legates did not believe that it 
was possible for a voter in one State to know anything about the ability 
or character of public men in the other States scattered along our 
1,500-mile shore line. In addition, those representing the smaller 
States believed that popular election would somehow increase the 
power and prestige of the more heavily populated States. 

These considerations, after probably the most prolonged debate 
of the Convention, led to adoption of the indirect method of electing 
the President. Under this plan, the States were to select well- 
informed public men who were to look the field over and elect a Presi- 
dent and Vice President. In selecting these electors, each State was 
left free to use any procedure it might see fit to adopt—direct popular 
election of the electors on a general, blanket ticket (the procedure 
used in all States today); or by single member districts; or by the 
vote of the legislature itself (a procedure which all the States had 
abandoned by 1860). 

The electors so selected by each State should meet, it was decided, 
on a given date at a designated place within the State and vote by 
ballot for two persons. They were required to send a list of all persons 
voted for and the number of votes for each, to the President of the 
Senate, where, on a date fixed by law, they were to be opened in the 
presence of the two Houses, and the vote counted. The persons 
having the largest number of votes was to be declared President if 
such number were a majority of all the votes cast. The runner-up 
should be declared Vice President whether he had a majority or not 
(later modified by the twelfth amendment). 

This is the system which, modified by the twelfth amendment, 
has continued in effect up to the present time. It has retained the 
original form even though all reason for this form has long since 
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disappeared. The historian, Arthur M. Schlesinger, recently wrote 
in his book Paths to the Present: 

What demoted the electoral college from a deliverative body to a puppet show 
was the rise of political parties. As people began taking sides on public questions, 
they were unwilling to leave the crucial choice of the Chief Executive to a sort 
of lottery. Instead, each party publicly announced its slate of electors and the 
candidate they would support. This usurpation of the electors’ functions, though 
peaceably achieved, amounted to a coup d’etat. It was an amendment of the 
written Constitution by the unwritten Constitution. The electors, while retaining 
the legal status of independence, became henceforth hardly more than men in 
livery taking orders from their parties. : 

Individual Members of Congress, of course, have always been 
mindful of the fact that this indirect method of electing the President 
stood in need of modernization. As stated before, the first legislative 
proposal for reform came in 1797, only 10 years after the Consti- 
tutional Convention itself. In the 50-year period between 1889 and 
1947, 123 amendment proposals relating to the election of the Presi- 
dent were introduced in Congress. Prior to that time, proponents of 
the twelfth amendment were successful in their efforts to correct the 
situation created by the Jefferson-Burr electoral vote tie in 1800. 
Senator Thomas Hart Benton, of Missouri, with the strong support of 
President Andrew Jackson, made this a prime object of his concern 
over a period of 20 years in the 1820’s and 1830's. Senator Oliver 
H. P. Morton, of Indiana, led the fight in the 1880’s. The late Senator 
George W. Norris was the principal proponent of reform in more 
recent times; his proposal for direct popular election of the President 
failed to command the necessary two-thirds of the Senate in 1934. 
In both the Seventy-second and Seventy-third Congresses, House 
committees unanimously reported resolutions calling for abolition 
of the electoral college. In the Eightieth Congress, another 
unanimous House Judiciary Committee report was submitted. 

In fact, the first legislative proposal for a division of electoral votes 
on the basis of the popular vote was introduced in Congress just 101 
vears ago, by Representative Lawrence of New York, in 1848. 

A detailed statement prepared by the Legislative Reference Service, 
Library of Congress, setting forth the historical background of the 
electoral college appears in the record of hearings referred to earlier, 
commencing at page 199. The full text of Arthur M. Schlesinger’s 
analysis, from his 1949 book, Paths to the Present, is incorporated 
in the record of hearings, commencing at page 201 


PRINCIPAL EVILS OF THE PRESENT SYSTEM 


Since the constitutional amendment proposed in Senate Joint 
Resolution 52 has as one of its objectives the correction of certain evils 
in our present method of electing the Presideat, the need for reform 
is high lighted by a discussion of both the obvious aad latent defects 
inherent in the electoral college—unit-rule system of choosing our 
President. 

The indictment that can be drawn up against the present procedure 
is an impressive one. In general, there are three principal counts in 
this indictment; 

1. ‘Lhe evils arising from the retention of the “dummy” office 
of Presidential elector; 
2. ‘Lhe method of selecting a President when no candidate 
commands a majority of electoral votes: 
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The defeets and dangers which derive from the so-called 
upit-rule method of crediting all of a State’s electoral votes to 
the plurality candidate. 

An analysis of each of these three broad counts of the indictment 
follows: 


1. Retention otf the office of elector 

As stated by Schlesinger in the quotation appearing earlier in this 
report, the electoral college has degenerated into a mere rubber stamp 
What is even worse, this rubber stamp has become an inaccurate 


rubber siamp, as will be discussed later. It has been also graphically 
stated that the electoral college is like the vermiform appendix in the 
human bedy. While it does no good and ordinarily causes no troub! 

it continually exposes the body politic to the danger of political 
peritonitis. Any organ which has ceased to perform its function is 


sure to work mischief, if not positive detriment 

As was stated earlier, the framers of the Constitution visioned the 
individual member of the electoral college as an official who would 
exercise independent judgment. His responsibility was a grave one 
and it was thought that only men of prestige and ability would be 
selected for that office. These characteristics no longer are associated 


with the office of elector. In most instances today, men elected to 
the post of presidential elector are men whose names mean nothing 
whatsoever to the average voter. He is simply a straw man, a “man 


in livery”’ pledged in advance to vote for a certain candidate 

sut it is most important to note that the individual elector is only 
morally bound to vote for candidates of his party for President and 
Vice President. In fact, recent State and Federal decisions make it 
very doubtful indeed whether a State can constitutionally impose a 
legal obligation on an elector to cast his vote for his party’s candidate 
It is possible, therefore, for individual members of the electoral college 
to cast their votes for whomsoever they please, utterly ignoring the 
mandate of the people and disregarding, if they so choose, their own 
pledges. Indeed, there have been several examples in the past of the 
so-called free-wheeling elector. In the 1948 elections, a Tennessee 
elector, running on both the Democrat and Dixiecrat slates, cast his 
vote for the Dixieerat candidate, despite the fact that the State turned 
in a substantial plurality for the Democratic candidate. 

This possibility that electors may legally disregard their pledges 
creates a dangerous situation. If _ election day in November it 
appeared that one candidate needed but one electoral vote to com- 
mand a majority in the electoral college, the pressure on individual 
electors to do what the Tennessee elector did in 1948 would be tre- 
mendous. In fact, it is recalled that in the famous Tilden-Haves 
contest of 1876, James Russell Lowell (who was a Hayes elector in 
Massachusetts) was most vehemently urged to cast his vote = 


Tilden, thus giving Tilden his necessary majority. Lowell turned : 
deaf ear on these pleas | because of his firm belief in the moral duty a 
electors. Had he been a man of less tough moral fiber his unilateral 


decision would have elected a President of the United States 
Another practical harmful effect flowing from the retention of the 
office of elector is the unnecessary confusion caused the voter by 
printing on the ballot all the names making up the various slates of 
candidates for the office of presidential elector. It is a proven fact 
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that this proliferation of names on the ballot all too frequently causes 
the confused voter to invalidate his ballot and thereby unintentionally 
disfranchise himself. Although many States have cured this par- 
ticular evil by providing for the so-called short ballot, 26 States still 
print the long, and actually meaningless, list of all the candidates for 
the office of elector. In these States, complicated ballots make the 
splitting of ballots a nightmare, and the voter who attempts this 
futile—but often attempted—gesture finds his vote invalidated. This 
will explain cases where, as in Ohio in 1948, the vote for Governor 
exceeded the valid vote for President. The invalidation of ballots 
caused by the fact that the voters have become confused by the 
printing of long lists of meaningless names might well spell the dif- 
ference between one presidential candidate carrying that State or 
not—and upon this, in turn, might rest the entire election. 

Another complication which frequently arises in connection with 
the individual members of the electoral college concerns the qualifi- 
cation of electors. The Constitution provides that Members of 
Congress and Federal officeholders are ineligible to serve as presidential 
electors. Surprisingly enough, it happens not infrequently, as illus- 
trated subsequently in this report, that ineligible electors successfully 
run for that office, with the result that their votes for President and 
Vice President, if cast, are invalid. It might well happen that these 
invalidated electoral votes could spell the difference between success 
and disaster for a Presidential candidate. 

There are also examples in our history where electors as a group 
have either failed to comply with law in the manner or time of casting 
their votes, or have been prevented by forces beyond their control 
from casting their votes upon the appointed day. Again, technicali- 
ties such as these could make a vital difference in the final tabulation 
of the electoral vote. 

Perhaps the most alarming possible consequence of the electoral 
college system is the prospect that the electors, lacking the distin- 
guished qualities envisioned by the framers of the Constitution might 
be called on to exercise independent judgment in the election of the 
President. This would occur if the successful candidate on election 
day in November became incapacitated (either by reason of death 
or other disability) between election day and the day upon which the 
electors meet in the several States to cast their usually “dummy” 
ballots. (This actually occurred in 1872 when Horace Greeley, the 
Liberal Republican candidate, died shortly after the November elec- 
tions; he was, hewever, in the minority, so that the precise problem 
under discussion did not arise.) It is certainly far from being a re- 
mote or improbable contingency that the successful candidate might 
become legally incapacitated from being eligible for the votes of the 
electoral college. Our practice of electing 531 relatively obscure 
individuals to the electoral college would indeed, under these circum- 
stances, prove a boomerang. For the electors would then perforce 
have to exercise independent judgment in their selection of the Presi- 
dent, and the resulting chaos, turmoil, and possible intrigue might 
well spell disaster for the Republic. 

One of the outstanding features, therefore, of the constitutional 
amendment proposed in Senate Joint Resolution 52 is its abolition of 
the fictitious and anachronistic office of Presidential elector, and its 
elimination of the complications and dangers which flow from reten- 
tion of this ‘‘ vermiform appendix” in the body politic. 
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2. Elections in the House of Representatives 


The second count in the indictment against the present method of 
electing the President concerns the constitutional provision which 
designates the House of Representatives as the final umpire of presi- 
dential elections in which no candidate receives a majority of the 
electoral votes. 

A candidate, in order to win the election, must secure a majority 
of the whole number of electors, which at present means 266 votes. 
In case no person receives an electoral majority for President, the 
House of Representatives, voting by State units, elects the President 
from those receiving the three highest totals of electoral votes. A 
majority of the State votes—in other words, 25—is required to settle 
the issue. 

Each State delegation is given one vote, and this vote is determined 
by the majority of its delegation. In the event a State delegation is 
evenly split, the State has no vote. 

In the case of the election of a Vice President, if no candidate 
receives a majority of the electoral votes, the Senate proceeds to 
choose one of those who received the two highest totals of electoral 
votes. A majority of the Senators is required to elect. 

This particular aspect of our election machinery has found very few, 
if any, defenders. The chief criticism, of course, is the inequity that 
results from giving to all States, without regard to differences in 
population, equal power in electing the President. This procedure, 
it may be noted, entirely abrogates the basic principle upon which our 
whole approach to presidential elections is predicated, namely, that 
each State’s relative voting power shall be measured in terms both of 
the State as a unit (represented by the two electoral votes for the two 
Senators) and the State in terms of relative population (represented 
by the number of electoral votes for the number of Representatives) 
This means, simply, that each State has the same number of electoral 
votes as it has votes in Congress. But when an election is thrown into 
the House of Representatives, this principle is wholly disregarded and 
each State stands on an equal basis with every other State. 

The fundamental evil, therefore, in this system is that it furnishes 
no accurate or assured way of reflecting the popular will. 

The notable example in our history of an election in the House 
occurred in 1824. In the November elections, Andrew Jackson led 
his nearest opponent, John Quincy Adams, by approximately 50,000 
popular votes. But Jackson lacked a majority in the electoral 
college, so the House of Representatives was called upon to umpire 
the decision. As a result of the manipulations of Henry Clay (who 
is supposed to have traded his support of Adams in return for a 
promise of the post of Secretary of State), Adams—the minority 
popular choice—was elected over Jackson and there followed what 
most historians describe as the ‘futile’? administration of Adams. 

Serious as is this possibility that the House of Representatives 
may completely thwart the popular will, a still more dangerous evil 
lurks behind the provision that the House shall umpire deadlocked 
Presidential elections. It is entirely possible that the House itself 
might become deadlocked, with the result that Inauguration Day 
might come and go without a duly elected President. 

Political analysis have demonstrated how the 1948 elections illus- 
trate the possibility of this danger. A change of less than six-tenths 
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of the votes from Mr. Truman in two States would have thrown 
the election into the House. A careful analysis of the 48 State dele- 
gations in the House has revealed that neither the Republicans nor 
the Democrats would have been able to command the constitutional 
majority of 25 States necessary to elect. At the outset of the Eighty- 
first Congress, 21 delegations had a Democratic majority, 20 delega- 
tions had a Republican majority, 3 were evenly divided, and 4 delega- 
tions represented States which were carried by the Dixiecrat candidate. 
On the first ballot, consequently, the result would have been: For Mr. 
Truman, 21; for Mr. Dewey, 20; for Mr. Thurmond, 4. Assuming 
that the delegations from the 4 States carried by Mr. ‘Thurmond had 
held fast, even the shift of the 3 evenly divided delegations either to 
Mr. Truman or to Mr. Dewey would not have commanded the 
requisite constitutional majority of 25. 

The result would have been a deadlock, with unbelievable pressures 
being brought to bear on the seven State delegations who held the 
balance of power. It is wholly probable that Inauguration Day 
would have arrived with no duly elected President. The twelfth 
amendment, the twentieth amendment, and the 1947 statute of 
succession are not clear as to precisely the manner in which this 
deadlock would have been resolved. 

An election procedure which is so full of dangerous uncertainties 
as to leave the whole result of the election unresolved, even though 
a plurality of the people had expressed their preference at the polls 
in November, is certainly one which a country founded on the principle 
of popular government can ill afford to condone. This danger is 
indeed one which needs only to be stated, not argued. 

The procedure contained in the constitutional amendment proposed 
in Senate Joint Resolution 52 makes this danger far more remote than 
does the present system. 


= The unit-rule method of counting ele ctoral poles 


The third count in the indictment against our existing system for 


electing the President deals with the unit-rule method of awarding 


all of a State’s electoral votes to the candidate commanding even a 
bare plurality of the Ste ate ’s popular vote. This me ‘thod is sometimes 
known as the general-ticket method of selecting electors 

It should be observed here that from the poit of view of constitu- 
tion: u authority, the St: ates are free to adopt more equit we methods 
of selecting presidential electors, for article IL, section 1 of the Con- 
stitution provides simply that each State shal! appoint ms electors in 
‘such manner as the legislature thereof may direct.”’ It is extremely 
unlikely, however, from a purely practical point of view, that the 
States could be induced severally and individually to switch from the 
prevailing general-ticket method. It is generally assumed, therefore, 
that a constitutional amendment ts necessary to uproot the present 
system in order to establish a uniform and more accurate method of 
reflecting the popular will of the people. 

The defects, unhealthy practices, and potential evils of the unit 
rule or general-ticket procedure for counting electoral votes are many 
and varied. Only those of particular importance will be listed in 
this report. 

a The disfranchisement of voters evil. In effect, literally millions 
of American voters are disfranchised in every presidential election 
because of the unit-rule system 
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This contention is more than a figure of speech. It is an actuality. 


The 1948 elections furnish an excellent example of this point. 


Mr. Dewey received in the 16 States which he carried a total of 
8.6 million votes. These 16 States gave him a total of 189 electoral 
votes. But in the 32 States which Mr. Dewey failed to carry, he bad 
a total of 13.3 million votes. This great mass of popular votes 
for Mr. Dewey gave him not one single electoral vote and, therefore, 
counted for naught. They were of no more effect that if they had 
not been cast at all. 

In no other Federal election in our country does such a system for 
disregarding votes obtain. If A and B are running against each other 
for Senator in the State of Ohio, for example, each is credited with all 
the votes cast for him. Ohio does not provide that if A obtains 50.1 
percent of the votes in Cleveland, then A shal! be credited with al! of 
Cleveland’s votes and the 49.9 percent of popular votes cast for candi- 
date B shall be wholly disregarded. 

Yet that is the theory upon which our existing unit-rule system oper- 
ates in the case of the election of President. And what is worse, not 
only are the votes which are cast for the candidate failing to command 

plurality in a given State “lost’’; they are taken away from that 
candidate and credited to his opponent. For example, in the 1948 
elections, Mr. Dewey was credited with all of Connecticut’s eight 
electoral votes, even though he commanded but a bare plurality of the 
popular votes. Some 423,000 votes were cast for Mr. Truman, but 
these votes were wholly disregarded in the computation of oa Tru- 
man’s electoral strength, and, actus ally, they were all credited t » Mr. 
De wey. In othe Y words, the se 423 000 votes were comp ute id prec ise ly 
the opposite of the way they were cast. 

(6b) The ‘ ‘minority P reside nt” evil.—The term ‘“‘minority President’’ 
is frequently used with two different meanings. It may refer to a 
President who is elected without a majority of the popular vote, but 
nevertheless with more popular votes than any of his opponents 
This has happened in almost half (14) of the 32 elections for President 
between 1824 and 1948, inclusive. 

It may also refer to a President who was elected despite the fact that 


he had fewer popular votes than his leading opponent. This has 
happened three times in our history (Adams in 1824, Haves in 1876, 
and Harrison in 1888). It is in this latter meaning of the term 


“minority President’’ that we discuss the phrase here. 

Such a result as this is directly attributable to three characteristics 
of our clection procedure: (a) The unit-rule method of counting 
electoral votes; (6) the distributien of electoral votes to States on the 
basis of the number of votes each State has in Congress; and (c) the 
fact that all save two of each State’s electoral votes are awarded on the 
basis of population, rather than voting strength. 

An extended analysis of how these three factors make possible the 
election of minority Presidents can be found in the record of hearings 
pages 74-77. 

The point which should be emphasized in this report, however, is the 
fact that it is primarily the unit-rule method of counting electoral 
votes which contributes to such anomalous results. 

Allusion was made earlier to the fact that the electoral college has 
‘become a mere rubber stamp, and that it is, in fact, an inaccurate rub- 
ber stamp. When a rubber stamp begins to make mistakes, the time 


S. Rept. 594, 82-1 
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for discarding it is at hand. A very recent example of how this rubber 
stamp ne ‘arly made another mistake is in the 1948 elections. Here 
again we came dangerously close to electing a President even though 
he had fewer popular votes than his opponent. A shift of approxi- 
mately 17,000 votes in Illinois, 3,500 votes in Ohio, and 9,000 votes in 
California would have transferred 78 electoral votes from Mr. Truman 
to Mr. Dewey, and the latter would have been elected President in 
spite of the fact that his opponent would have polled 2,000,000 more 
popular votes. 

Former Representative Lea of California has summarized this 
evil as follows: 

It is a mathematical certainty, confirmed by experience, that the electoral vote 
cast as a unit cannot accurately reflect the will of the population of the State or 
of its voters. 

The electoral vote cast as a unit has no logical mathematical relation to the 
popular will. A system under which a plurality of the popular vote can swing 
the whole 47 electoral votes of New York, or any other State, regardless of minor- 
ity votes, totally lacks any mathematical justice in measuring the voting power of 
a State, or as between the States. There is no common denominator for such a 
calculation. 

If we want to reach anything like an accurate reflection of the popular will in 
the election of a President, we must abolish the unit vote and let the electoral 
votes more accurately reflect the will of the voters of each State. That is the 
basic requirement of any just system. That means a method of counting votes 
that is just within the State and as between the different States. 

The proponents of this constitutional amendment make no claim 
that it will wholly abolish the possibility of minority Presidents. 
But because this reform eliminates one of the three (and the prine ipal) 
factors which foster such results, it is believed that possibility is 
greatly reduced. It can never be entirely eliminated without doing 
away with the two-electoral-vote bonus awarded each State regard- 
less of population and without resorting to a direct popular election 
of the President, thus voiding the unde rlying Federal principle of 
equality of States in the Senate which made possible the adoption of 
the Constitution. 

But in the words of the Brookings Institution (record of hearings, 
p. 15), the proposed system 

has great advantages over the existing system in that it will practically eliminate 
the chance that a President will receive a majority of electoral votes despite the 
fact that his opponent polled a majority of the popular vote. 

(c) The ‘doubtful State” evil—A further charge against the unit-rule 
system is that it strongly tends to overemphasize the political impor- 
tance of the large politically doubtful States. 

This has two significant effects. First, it means that Presidential 
candidates from these States have a marked advantage over rivals 
from other States in the nomination struggle. Sixteen of the twenty- 
six major party candidates since 1900 (17, if Theodore Roosevelt be 
considered a major party candidate in 1912) have come from New 
York or Ohio. It is a fact that the electoral vote power (unduly 
enhanced by the unit rule) and the close division of party strength in 
these States give them, in the words of Prof. Joseph E. Kallenbach of 
the Univerity of Michigan, ‘‘a most salubrious climate for the growth 
of Presidential timber.”” The Brookings Institution, commenting on 
this aspect of the proposed reform, stated (record of hearings, p. 15): 


In the selection of candidates for the Presidency and Vice Presidency the 
parties will be concerned with the capacity of the persons chosen to command 
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the support of voters throughout the Nation and not upon their capacity to carry 
certain pivotal States or even big cities. Able men from small States will not be 
handicapped as they are at present. 

The second effect of this doubtful State evil is of even greater 
importance. The so-called doubtful or pivotal States monopolize the 
attention of the candidates and the campaign fund spenders during 
the canvass for popular votes, while other areas not regarded as 
doubtful are generally ignored. Senator Kefauver’s testimony on 
this point is relevant (record of hearings, p. 39 


Very important to the Nation is the fact that this new system would require 
the Presidential campaigns to be waged in every State. This would provide a 
great educational process in every section of the country As matters now 
stand, there are hardly any campaigns in certain of the Southern States o1 
New England. The strategists of the p arty get together in advance, claim some 
States, concede others, and wage their campaigns in the doubtful States ‘ 
pivotal States are the only ones that really enjoy the full benefits of a politica 


campaign. 


The President of the United States is the President of all the 
people. Certainly the voters before whom he must present his case 
have a right to expect that they will be included in his campaign for 
the highest office in the Nation. Citizens in the smaller populated 
States and in the so-called sure States have that right just as much 
as do their fellow citizens in the pivitol doubtful States. They have 
an equal right to see the candidate for President, to judge him by 
his spoken words and his appearance, and to be educated on the 
issues. But so long as the Presidency turns upon a few doubtful, 
pivotal States it is natural to expect that they will be denied this 
right. 

(d) The ‘“‘sure State’? evil—Another charge which can be leveled 
against the unit-rule system is that it perpetuates so-called solid or 
one-party States. 

Voting statistics show a high correlation between the degree of 
closeness of the State-wide popular vote and the amount of popular 
participation. In the doubtful State there is a strong incentive for 
the voter to vote; in States where the outcome on a State-wide 
basis is a foregone conclusion, there is little incentive for the voter, 
regardless of his political inclinations, to take the trouble to register 
his preference. 

It is sometimes emphasized that in the so-called solid States, one 
electoral vote represents far fewer votes than does one electoral vot 
in other parts of the Nation. It has been pointed out, for example, 
that each electoral vote in the South represents an average of 40,000 
popular votes as against an average of 110,000 votes per electoral vote 
in the remaining 37 States of the North and Central States. 

To a very substantial extent, the unit-rule system is responsible for 
this disparity between the relative weight of electoral votes through- 
out the country. (So long as States have a “bonus” of two electoral 
votes regardless of population, some disparity, of course, will always 
exist.) But because the unit rule perpetuates solid areas and because 
in solid areas the general election vote is always comparatively light 
the principal contributing factor remains the unit rule. 

It should be observed that when statisticians compute how much 
weight is to be given to an electoral vote, they always use the general 
election figures. These figures are usually very markedly smaller 
than the primary election figures in one-party States. The 1948 
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statistics are not presently available, but in 1946 in South Carolina, 
for example, 13 percent of the population voted in the primaries, while 
only about 1% percent voted in the November elections. In Georgia, 
the relationship was 15 percent (primaries) and 4% percent (general 
elections). In Mississippi, it was 6 percent (primaries) and 0.2 per- 
cent (general elections). In Texas, 28 percent of the population 
voted in the primaries; only 5 percent turned out for the general elec- 
tions. A similar pattern recurs in other Southern States. These 
figures are significant for two principal reasons: (@) They clearly 
demonstrate that the statistics showing how many popular votes one 
electoral vote represents are not based on the real voting strength of 
the South. Real voting strength is more accurately reflected, in most 
cases, in the primary elections. (b) The real voting interest in the 
South is manifest in primaries where there is a real contest. When 
there is no contest, apathy is the natural result to expect. 

The Brookings Institution referring to Senate Joint Resolution 52 
summarized this whole problem in these words (record of hearings, 
p. 15): 

Sure States will no longer be neglected as they are at present both in nomina- 
tions and campaigns because a substantial minority vote in these States will result 
in electoral votes for the candidate of their party. Voters opposed to the dominant 
party in their respective States will be encouraged to work and vote for their 
candidates, because their work and votes may actually affect the results. Their 
votes will be cast and counted for the candidates of their choice and not thrown 
away as under the present system. 

(e) The “pressure group” evil.—One of the most serious charges 
against the unit-rule aspect of our present system is the undeniable 
fact that it not only permits, but actually encourages and invites, the 
domination of P ne ‘ntial campaigns by small, organized, well- 
disciplired minority “pressure” groups within the large so-called 
pivotal States. Thes Se ies ssure groups May or may not be organized 
into splinter parties with candidates of their own in the field, but 
whether they go under a party label or whether they simply operate 
as a bloc of votes, their influence is frequently a kev factor in deter- 
mining whether all of a State’s electoral votes will go to one or the 
other of the major ‘ate candidates. 

Commenting on this phase of the problem, Senator Morse testified 
(record of hearings, p. 42): 

It seems to me that splinter parties would have less bargaining power than at 
present, since their influence on the electoral vote of the States would be in direct 
proportion to their popular vote, whereas at the present time a splinter party has 
a tremendous power in a State if it is a balance-of-power party and its minority 
votes can determine completely how the electoral vote of the State will go. 

The fact that pressure groups do hold a balance of power in States 
where the contest between the two major parties is close (as in New 
York and other States in the 1948 elections) is an evil of the unit-rule 
system that has far-reaching, but understandable effects. It causes 
both of the major parties to give undue attention to the demands and 
programs of relatively unimportant groups or factions. Because of 
the strategic position which these groups may occ upy, even though in 
the over-all national scene the particular group may not be numerically 
important, they may = the vital pivot upon which a large bloc of 
electoral votes will tur Hence, the major parties feel it necessary 
to make large concessions and enter strong bids for their support. 


| 
| 
| 
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Congressman Ed Gossett, of Texas, sponsor of House Joint Resolu- 
tion 2 of the Eighty-first Congress, had this comment to make during 
the course of the hearings before the House Committee on the Judiciary 
(House record of hearings, p. 17) 

Of late, we have become rightly alarmed over the activities of the Communist 
Party in the United States. Strange to say, this party has its greatest following 
and influence in the large pivotal States. This party and its fellow travelers are 
shrewd political manipulators. What grim irony it would be if they should 
swing the balance of power and be responsible for the election of a President of 
the United States. 

(f) The “landslide psye hology”’ evi. Because the electoral colle ore 
through the operation of the unit-rule system, is an inaccurate rub ber 
stamp, it grossly magnifies the victory of the winner and exaggerates 
the defeat of the loser. Because it fails to reflect the will of the people, 
it frequently gives a false impression of a sweeping triumph, coupled 
with an ignominious route for the candidate placing second. ‘This is 
due, of course, to the fact that the illogical unit-rule Svstem seldom 
permits the electoral vote figures to correspond at all with the popular 
vote figures. 

One of the most striking examples of this gross distortion of popular 
sentiment occurred in the 1936 e ‘lections. Mr. Landon received al- 
most 39 percent of the popular vote, vet the electoral college tally 
credited him with only 1% percent of the electoral vote. Other 
illustrations compiled by Senator Lodge appear in the record of hear- 
ings at page 75. 

As the popular vote and the electoral vote more near] v correspond, 
the illusion of a landslide is dispelled. It is certs ainly don ubtful whether 
a false landslide psychology is good for a democracy, which needs 
stability as well as ferment. Much violent energy may be lost in 
apparently violent swings of the pendulum. 

The natural effect of landslide psychology is, of course, obvious, 
Legislators, high officials in the executive branch of the Government, 
and organs of public opinion may be deceived largely because of the 
exaggeration that characterizes the distribution of the electoral votes. 
A system, such as that proposed in this constitutional amendment 
which seeks a more equitable distribution of electoral votes has the 
virtue of giving both victors and the vanquished a better understand- 
ing of their responsibilities and opportunities. It affords a more 
accurate vardstick whereby ‘mandates’? can be measured. 


ADVANTAGES OF THE PROPOSED SYSTEM 


In the preceding section the prince ipal e vils, di angers, and defects of 
the present method of electing the President and Vice President were 
discussed. In this section, the committee lists those features of the 
constitutional amendment proposed in Senate Joint Resolution 52 
which are of affirmative benefit. 

These advantages are of two types: (1) Those which correct specific 
defects, and (2) those which have an independent positive benefit 
of their own. 

The corrective features of the proposed reform may be very briefly 
listed, since a discussion of the defects ot the preseat sy stem neces- 
sarily included some mention of the manner in which the proposed 
umendment seeks to meet them. 
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(a) Since the new system entirely does away with the office of 
Presidential elector, all of the disadvantages of this clumsy arrange- 
ment disappear. The amendment recognizes that the electoral college 
system has never functioned as originally conceived by the framers of 
the Constitution. The “ghost” elector becomes a thing of the past, 
and with his demise there perishes also the possibility that individual 
electors May go directly counter to the e xpresse «1 will of the voters and 
cast their ballots out of personal preference, or even whim or caprice 
There can be no ‘“‘desertions to the enemy’’ when the procedure for 
counting electoral votes is automatic and fixed by law. 

The abolition of the electoral college will prevent a countless number 
of votes from being invalidated in many States because of the com- 
plications and confusion resulting from the printing of long lists of 
electors’ slates on the ballot. 

The proposed amendment eliminates the possibility that an election 
of the President might turn on whether a given slate of electors were 
prevented from gathering on the legally appointed day to cast their 
pro forma ballots for President and Vice President. (In 1857 the 
whole electoral vote of Wisconsin was challenged because that State’s 
electors had been held up by a blizzard aad were aot able to meet 
at the State capital to cast their votes on the day appointed by law. 
Fortunately, their votes were not decisive.) 

lt obviates the chance that a whole election might turn on whether 
a single elector in a given State was legally eligible to hold that office. 

(After the 1948 November elections, several of the duly chosen elec- 
tors in Virginia discovered they were ineligible to serve by reason of 
their holding Federal offices of one sort or auother. Had their in- 
eligibility not been discovered in time and had they cast their votes 
as electors, the revelation later that they were ineligible would have 
caused these votes to be invalidated. In an extremely close division 
of the electoral vote the result of the election could thus be affected.) 

The uncertainty and the element of humau frailty is an mevitable 
part of the present system of human electors. These uncertainties 
and possibilities that entire elections might turn on > qualifications 
or whims of a single individual elector are abolished forever. 

Then, too, the elimination of the electoral college prevents a group 
of relatively obscure men from electing the President in the event the 
successful candidate, according to the preference expressed in the 
November elections, dies or becomes otherwise disqualified prior to 
the legal election by the electoral college. The President, under the 
new system, is elected on election day in November. The voters will 
not be expressing a mere preference by voting for electors. The 
voters will be voting directly for President, with the electoral vote 
system retained merely as a counting device, stripped of the perils 
of human behavior. 

(b) Because the proposed constitutional amendment provides for 
the automatic division of a State’s electoral votes on the basis of the 
popular vote, all the evils inherent in the unit-rule method of counting 
electoral votes are either wholly eliminated or greatly minimized. 

The counting procedure would be legally uniform in all the States. 

No longer would millions of voters be disfranchised and their votes 
appropriated to the candidate against whom they voted. No votes 
would be lost. Every vote for President would count. 
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The possibility that a President might be elected in spite of the 
fact that he polled fewer popular votes than his opponent would be 
virtually eliminated for the simple reason that the new system would 
bring the electoral vote and the popular vote much closer together. 

Presidential campaigns, campaign effort and campaign funds would 
no longer be almost exclusively concentrated in the big pivotal 
doubtful States, to the exclusion of the smaller populated States or 
sure States. This method of making every vote for President count 
would tend to spread the campaign and any subsequent Presidential 
activity into all the 48 States. 

It would, therefore, politically speaking, also tend to break up 
so-called solid or one-party areas. 

It would discourage the prevailing tendency Lo nominate Pri siden- 
tial candidates only from among the residents of those States having a 
large electoral vote. The danger and detriment to the general welfare 
is obvious when the field of Presidential possibilities is so restricted. 
The whole Nation should be the field from which to select Presidents. 

It would effectively and substantially reduce the undue influence 
which balance-of-power minority, pressure, or “splinter” factions 
exercise in the large pivotal States and the big cities. No longer would 
these groups be capable of swinging large blocks of electoral votes 
and perhaps the election. These factions, if they enter the arena of 
Presidential politics at all, would have to do so purely on the basis of 
their own merit. They would be no stronger than the number of votes 
actually cast for them. Because their numbers are small, they would 
in all probability receive little national attention. Their frequently 
assumed role of pivot in key States would no longer give them their 
presently exaggerated importance. 

The illusion that a relatively close election was an overwhelming 
victory for the successful candidate and a crushing defeat for the loser 
would be dispelled. 

Aside from these corrective advantages of the proposed procedure 
for election of the President, some independently affirmative benefits 
would result: 

(a) By effecting a compromise between the existing system and the 
idea of a direct popular election of the President, the amendment would 
completely preserve and protect the rights of the small States. No 
State is given any greater power in electing a President than it has in 
passing a bill threugh Congress, and by retaining the distribution of 
electoral votes on the basis of each State’s number of Congressmen 
and Senators, this power is in no way diminished. The rights of the 
small States, as effected in the so-called great compromise of the Con- 
stitutional Convention in 1787, are in no way abridged under this new 
arrangement. 

(b) The proposed system of dividing each State’s electoral vote in 
proportion to its popular vote offers a far more accurate and equitable 
method of reflecting popular sentiment within that State. Under the 
existing procedure, were one denied access to the popular-vote totals, 
it would be completely impossible to tell whether a State had voted 
overwhelmingly in favor of the candidate ‘‘carrying”’ that State or 
whether he had gained all of its electoral votes in a ‘‘photo finish.” 
Considered from that point of view, therefore, this new svstem 
enhances a State’s voice in Presidential politics because of the accurate 
barometer it furnishes of the popular will in the State 
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(c) Perhaps the greatest benefit which the proponents and sup- 
porters of this re form believe would result from its incorporation into 
the Constitution is the prospect that it would greatly enhance and 
mvigorate the two-party system in the United States. The record 
contains many strong expressions of opinion on this point. 

Senator Fulbright observed (record of hearings, pp. 25-26): 


_ «0 


There are still great variations in the economic, educational, and cultural 
patterns of this country, from State to State and region to region, which still need 
the protection which our system of checks and balances gives. We protect this 
diversity of interests, by our constitutional system and by our two-party Govern- 
ment, in such a manner that our Government is rarely perfectly representative of 
any of its people in all its programs, but is generally a common meeting ground of 
a great number of its people. 

This system of checks and balances, of which the electoral vote is a part, is the 
result of basic compromise, and is, itself, properly to be used as a lever of com- 
promise, avoiding extremes, and requiring our people and our Government to 
pursue a course which is fair to the country as a whole 

We are not changing this system by Senate Joint Resolution 2, but rather we are 
attempting to make it work better, to be more expressive of its underlying concept. 
We are attempting to perfect a part of the great compromise which made our 
federation successful. 


Senator Kefauver made the following observations regarding the 
effect of the proposed amendment on the two-party system (record of 
hearings, p. 39) 

Insofar as advantages to one party or the other are concerned, it is my impres- 
sion that both would benefit. The adoption of this system would make the 
Republican Party a Nation-wide instead of a sectional party. The Democratic 
Party is already Nation-wide. But under the new system, we would have 
stronger party control in this Nation which is based on the strong two-party 
plan. A vote in Mississippi or Maine, for example, would count just as much as 
a vote in Pennsylvania or Ohio. All our people would have the great benefit of 
considering the issues, of having candidates or top-flight speakers explain the 


issues to them in person. This will do much toward g ving us an enlightened 
electorate, which is very desirable. 


You may think that some of us from the South would prefer not to have a 
strong two-party system. I do think it is important that we do have a real 
two-party system in the Nation; it is the only manner in which we can operate 
successfully our republican form of government. The election processes and the 
party processes would be strengthened greatly in all parts of the Union if the 
people were able to choose between party philosophies. 

This joint resolution eliminates obstacles in the way of our two- 
party system and thus tends to enhance and invigorate our national 
politic al structure. The two-party system enables the citizen to hold 
the Government responsible for its actions. The spread of the two- 
party system increases the influence of the citizen in the conduct of 
government and, therefore, transcends selfish partisan interest. 


OBJECTIONS 


During the course of the hearings on Senate Joint Resolution 2 
in the Kighty-first Congress, certain objections were heard. These 
objections re lated chiefly to those provisions of the proposed constitu- 
tional amendment which provide for a division of a State’s electoral 
votes in proportion to its popular vote. No feats iony was heard 
in objection to those provisions which abolish the office of presidential 
elector and which eliminate elections in ‘- House of Representatives. 

The three principal criticisms were: (1) That the new system would 


encourage a proliferation of multiple Serkan: 2) that it would intro- 
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duce the principle of proportional representation at the Presidential 
level; and (3) that the proposed method for counting the electoral vote 
would work to the disadvantage of one or the other of the two major 
political parties. 

Very detailed answers to these objections were prepared by Senator 
Lodge and appear in the record of hearings as follows: (1) Regarding 
the proliferation of multiple parties, see Senator Lodge’s answers to 
Senator Ferguson’s questions Nos. 3, 7, and 8, pages 72-73, 78, 
record of hearings; (2) regarding proportional representation, see 
Senator Lodge’s answer to Senator Ferguson’s question No. 4, record 
of hearings, pages 73-74; (3) regarding possible political disadvantage 
to one or the other major party, see Senator Lodge’s answer to Senator 
Ferguson’s question No. 11, record of hearings, pages 79-80, also 
Senator Lodge’s comments on Mr. Brewer’s testimony, record. of 
hearings, pages 85-88. 

A brief Summary of the answers to these objections follows 
(a) Proliferation of multiple parties 

The answer to the objection that this new system would greatly 
encourage and give increased power to splinter parties and various 
minority groups has been stated earlier in this report. 

Actually, as it has been stated before, this method of counting the 
electoral vote so as more exactly to reflect the popular will would 
have the effect of minimizing, rather than encouraging, the influence 
of multiple parties and pressure factions. For example, in the 1948 
elections the Wallace vote, though meager by comparison to the total 
vote cast, threw two States to Mr. Dewey. Small groups in the 
large pivotal States now hold an enormous bargaining power because 
they may add enough votes to either party (or withhol: | enough votes 
from either party) to swing 47 elector: il votes in New York or 35 
electoral votes in Pennsylvania, one way or the other. 

If the electoral votes of these and all other States were divided 
among the candidates in accord with their relative standing at the 
polls, the influence of minority groups would be measured by their 
numbers or the merits of their case, rather than on the basis of their 
bargaining power. Against this pre diction that the reasonable effect 
of this new system would be to deflate splinter parties, the fact that 
some minority parties might get a small fraction of electoral votes 
equivalent to its fraction of the popular vote seems utterly in- 
significant. 

This proposed procedure would, in brief, trim the influence of small 
factions down to their actual size and would save Presidential candi- 
dates from having to cater to organized pressure groups. 


(b) Proportional representation 


The contention was made that this new method of counting the 
electoral vote for President and Vice President would introduce the 
principle of proportional representation at the presidential level. 

As pointed out in Senator Ledge’s detailed discussion of this 
question (and see also Senator Fulbright’s comments, record of hear- 
ings, pp. 22-23), this new system has no similarity at all to pro- 
portional representation. “P. RK.” is a means of reflecting every shade 
of popular opinion in a legislative body. It does encourage splinter 
parties and thus makes it more difficult for any dominant group to 
carry out a consistent policy. 
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But proportional representation is obviously inapplicable to the 
election of a single official to one position, such as the President. of 
the United States. As Senator Lodge has stated, “Even the cleverest 
surgeon cannot divide one man up—proportionally or otherwise— 
and expect him to live.”’ 

This proposed plan to give each presidential candidate his rightful 
share of the electoral vote, therefore, should not be confused with the 
system of constituting a legislative body or similar group on the basis 
of proportional representation. 

(c) Political disadvantages 


The third stated objection to this proposed amendment was that it 
would give either the Republican Party a legalistic advantage over the 
Democratic Party, or it would operate to the benefit of the Democratic 
Party at the expense of the Republicans. 

The | proponents of this joint resolution have categorically denied this 
contention. It was emphaszied repeatedly that this resolution re- 
moves obstacles in the way of a vigorous and healthy two-party sys- 
tem. The question of eyrws advantage depends on the energy, 
imagination, and ability of American party leadership. These are 
qualities which cannot be created by constitutional amendment. 


Senator Lodge made this further observation on this point (record 
of hearings, p. 88): 


It must, of course, be set down that if the present system is wrong, dangerous, 
and unfair—which I believe it tg be—then it should be reformed regardless of 
party advantage. There are many people today who believe that our political 
parties give altogether too much thought to the political advantage which accrues 
to a party organization and not enough thought to the fact that our parties exist 
to serve the people and have no other excuse for being. 


ANALYSIS OF SENATE JOINT RESOLUTION 2 


In this analysis, the provisions of the joint resolution are quoted 
sentence by sentence with a brief explanation of each. 

Page 2, line 2, of the proposed amendment reads: 

Sectrion. 1. The executive power shall be vested in a President of the United 
States of America. He shall hold his office during the term of four years, and to- 


gether with the Vice President chosen for the same term, be elected as provided 
in this Constitution. 


This is a reenactment of paragraph 1 of section 1 of article II. The 
only difference from the present paragraph is that the paragraph 
which now provides that the President be elected “as follows” is pro- 
posed to be changed to read, be elected “‘as provided in this Consti- 
tution.” 

When this paragraph was originally written, it was followed b’ 
the paragraphs providing the manner of electing the President. The 
twelfth amendment was later adopted and also the twentieth amend- 
ment. This change in the language of paragraph 1 simply conforms 
to the newer arrangement of the provisions relating to the election of 
the President. 

Page 2, line 7: 

The electoral college system of electing the President and Vice President of the 
United States is hereby abolished. 

The electoral college system was originally created by article IT, 
section 1, paragraphs 2 and 3 of the Constitution and later by the 
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twelfth amendment. These provisions specify the number of electors 
to which each State is entitled, and the time and method of choosing 
them. The sentence quoted would abolish these features of the 
Constitution. The electoral college would cease to exist. 
would be no Presidential electors. 


This general provision is unplemented in section 2 by repealing 
) a 


paragraphs 2 and 3 ot section 1 of article II and the twelfth amend- 
ment. 


Page 2, line 9: 


There 


The President and‘ the Vice President shall be elected 


by the people of the 
several States. 


That language conforms to article I, section 2, providing for the 
election of Representatives, and to the language in amendment XVII 
providing for the direct election of Senators. 


Page 2, line 10: 


The electors in each State shall have the qualifications requisite f 
the most numerous branch of the State legislature. 


This language conforms to article XVII emens for the election 
of Senators and to article I, section 2, providing for the 


tion of 
Representatives. This provision follows the general iar of the 
Constitution in leaving the qualifications of voters to the States. It 
prescribes the same qualifications for the presidential election that 
the State prescribes for members of the most numerous branch of its 
legislature. 

This provision requires ho uniformity of qualification of VOLING as 


between the different States. It in no way disturbs the jurisdiction 


and authority of the States over the franchise and elections. It in 
no way meddles with State sovereignty or the right of States to 
specify the qualifications of its voters or the manner in which they 


shall vote or have their votes counted. The purity ot the 
is left entirely within State control. 

This provision is, of course, now subject to the possible reduction 
of representation in the House under the fourteenth amendment or to 
a de ‘The al of the right to vote be cause of Sex, 

Page 2, line 12: 


ballot box 


Congress shall determine the time of such eleetion, whi 


hich shall be the same 
throughout the United States. Unless otherwise determined bv the Congress. 
such election shall be held on the Tuesday next after the first Monday in No 


vember of the vear preceding the vear in which the regular term of the Pr 
is to begin. 

This is substantially the language of article I], section 1, clause 
of the Constitution, which refers to the selection of presidential electors 

This language, of course, provides for the election of the Preside nt 
in November at the date on which we now select presidential electors 
who later elect the President. 

Page 2, line 18: 


» 
» 


Each State shall be entitled to a number of electoral votes equal to the whole 
number of Senators and Representatives to which such State may be entitled in 
Congress 


graph 2 of the Constitution, fixing the number of electors to which 
each State is now entitled. 


This is the substance of the language in article I], section 1, para- 
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This provision retains the present voting power of the State in the 
election of the President in precisely the same degree as now estab- 
lished. In other words, the vote of the State will be translated into 
electoral votes as at present, but without the intervening device of the 
Presidential electors. 

This provision assures each State that it will retain its electoral 
voting strength as at present. 

Page 2, line 22: 

Within forty-five days after such election, or at such time as the Congress shall 
direct, the official custodian of the election returns of each State shall make 
distinct lists of all persons for whom votes were cast for President, and the number 
of votes for each, and the total vote of the electors of the State for all persons for 
President, which lists he shall sign and certify and transmit sealed to the seat of 
the Government of the United States, directed to the President of the Senate. 

This language is similar to article XII in reference to the report of 
the vote of the presidential electors (the electoral college). 

At the present time, the members of the electoral college sign and 
certify and transmit the returns directed to the President of the 
Senate. Under the language just quoted, the official custodian of the 
election returns of each State shall make the lists and transmit them 
directed to the President of the Senate. The election returns of each 
State are placed in the custody of some official by State law. 

The provision requiring the election returns to be made in 45 days 
is for the purpose of fixing a definite day so that the returns will reach 
Congress well in advance of the time now fixed for counting votes in 
the House. 

Page 3, line 6: 

On the 6th day of January following the election, unless the Congress by law 
appoints a ig ‘rent day not earlier than the 4th day of January and not late 
than the 10th day of January, the President of the Senate shall in the presence of 
the Senate a nd House of Representatives open all certificates and the votes shall 
then be counted. Each person for whom votes were cast for President in each 
State shall be credited with such proportion of the electoral votes thereof as he 
received of the total vote of the electors therein for President. 

This provision may be regarded as one of the dominating features 
of this proposal. It is included in the firm belief that there can be no 
fair system of electing the President that does not provide for a divi- 
sion of the electoral votes of each State to be credited to the candidates 
for whom the votes were cast. 

This provision requires that each candidate in the State be credited 
with the same proportion of the electoral vote as he received of its 
popular vole. 

It preserves the relative voting strength of the State as at present. 

This provision assures that every vote for President and Vice 
President will count. It eliminates the wholesale disfranchisement 
of minority votes to which reference has been made earlier in this 
report. The States are given electoral votes in proportion to their 
population, plus the two votes regardless of population. 

In the last analvsis, the purpose of an election is to register the will 
of the people. This cannot accurately be accomplished, with cer- 
tainty and justice, unless the votes as counted reflect the will of 
those who cast them. 

Senate Joint Resolution 52, in the portion just quoted, provides a 
day on which the official counting of the electoral votes shall be ac- 
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complished and this is one of the respects in which it differs from its 
predecessor, Senate Joint Resolution 2 of the Eighty-first Congress 

Page 3, line 15: 

In making the computations, fractional numbers less than one one-thousandth 
shall be disregarded. 

In dividing electoral votes among candidates inh proportion to the 
popular vote, it is desirable to include fractional numbers, inasmuch as 
in some instances 1 electoral vote mav represent 100,000 or more pop- 
ular votes. These fractional numbers are counted up to three points 
bevond the decimal, but bevond that are eliminated in order to avoid 
the use of inconsequential fractions, and also to provide a uniform 
treatment in the interest of simplicity. 

Carrying out the result to three decimal poimts and terminating the 
computation there in all cases furnishes a sufficiently detailed caleula- 
tion in order accurately to reflect the will of the people 

Page 3, line 17: 

The person having the greatest number of electoral votes for President shall 
be President, if such number be at least 40 per centum of the whole number of 
such electoral votes. If no person shall have at least 40 per centum of the whole 
number of electoral votes, then from the persons having the two highest num- 
bers of electoral votes for President the Senate and the House of Representatives 
sitting in joint session shall choose immediately, by ballot, the President \ 
majority of the votes of the combined authorized membership of the Senate and 
the House of Representatives shall be necessary for a choice 

This provides for the election of the President by a plurality of the 
electoral votes with the limitation that the plurality of a successful 
candidate must constitute at least 40 percent of the electoral votes 
The requirement that the plurality of the winning candidate constitute 
at least 40 percent of the ‘total electoral vote was added to Senate 
Joint Resolution 2 of the Eighty-first Congress by amendment on the 
floor of the Senate and has been included in Senate Joini Resolution 52 
as it was introduced in order to meei, to some extent at least, the 
objection of those who feel that the adoption of this proposed consti- 
tutional amendment would result in the election of a politically 
impotent minority President. 

In the event that no candidate receives 40 percent of the electoral 
votes cast the election would then be determined between the two 
candidates having the highest total of electoral votes in a joint session 
of the Senate and the House of Representatives At such a ses- 
sion each Senator and each representative would have one vote to 
cas! for the position of President and a majoriiy of the combined 
authorized membership of both bodies (266) would be required to 
secure the election for a successful candidate. While 1% is still possible 

to elect a President by a plurality under this arrangement the limita- 
tion that the plurality exceed 40 percent represents a containment 
of the possibilities inherent in any provision permitting election by 
plurs ality only. 

[In this connection it might be said that election by plurality intro- 
duces no novel theory into American elections. Indeed, election by 
majority is the exception rather than the rule. We elect local officials, 
State legislatures, governors, Representatives, and Senators by plu- 
ralitv. In fact, it has been pointed out that in actuality we elect 
the President today on a ee ality basis, because it is a mere plurality 
of the popular votes of State which determines to whom all the 
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electoral votes of that State shall go. This is indeed putting almost 
an undue premium on the plurality principle, for the rewards of the 
bare—or photo-finish—plurality are all out of proportion under the 
unit-rule method of distributing electoral votes. 

While the present method requires a majority of the electoral votes 
to elect, it must be remembered that in almost half of the elections 
between 1824 and 1948, inclusive, the successful Presidential candidate 
was a plurality and not a majority choice in terms of popular votes. 

Accordingly, it becomes immediately apparent that, if the electoral 
votes accurately reflect the popular vote (which they do not under the 
present unit-rule system), these candidates could not have been elected 
for lack of a majority. There would have been no majority of electoral 
votes. 

To illustrate: In the 1948 elections, the electoral vote was distrib- 
uted as follows: Truman, 303; Dewey, 189; Thurmond, 39. Assum- 
ing that citizens had voted in precisely the same numbers and in the 
same manner, the new system, had it been in effect in the 1948 
elections, would have distributed the electoral votes as follows: Tru- 
man, 258; Dewey, 221.4; Thurmond, 38.6; Wallace, 9.4; others, 1.8. 

Hence, Mr. Truman, with 258 electoral votes, would have lacked 
the necessary majority of 266, but would, of course, have been elected 
President because of having received a plurality. 

It will be remembered, in this connection, that Mr. Truman did 
not have a majority of the popular vote. He had 49.5 percent. This 
is mentioned here to emphasize how the proposed method of counting 
the electoral vote more nearly corresponds to the popular vote. 

As the electoral vote is made more exactly to reflect the popular vote 
the margin of difference between the candidates—in electoral votes 
is bound to diminish in size. Accordingly, it must be expected that 
comparatively few candidates (except in true landslides) will receive 
a clear majority of electoral votes under the proposed system. Indeed, 
to insist upon a majority to elect would mean frequent inconclusive 
elections. The only feasible ways to resolve such deadlocks would be 
either by having run-off elections, which on a national scale would be 
expensive, delaying, confusing, and possibly volatile, or by an election 
in Congress, a procedure against which many arguments could be 
made. 

Page 4, line 4: 

The Vice President shall be likewise elected, at the same time and in the same 
manner and subject to the same provisions, as the President, 

This provision is self-explanatory. 

Page 4, line 6: 
but no person constitutionally ineligible to the office of President shall be eligible 
to that of Vice President of the United States. 

Paragraph 4 of section 1, article II requires citizenship by birth 
for eligiblity to the Presidency. Persons who have not attained the 
age of 35 and have not been 14 years a resident within the United 
States are also ineligible. 

Inasmuch as this amendment would repeal the twelfth amendment, 
the last sentence of which provides that no person ineligible for 
President can be Vice President, it becomes necessary to include the 
above language in order to maintain the same eligibility as the Con- 
stitution now requires. 
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Page 4, line 9: 


The Congress may by law provide for the case of the death of any of the per- 
sons from whom the Senate and the House of Representatives may choose a 
President whenever the right of choice shall have devolved upon them, and for 
the case of the death of any of the persons from whom the Senate and the House 


of Representatives may choose a Vice President whenever the right of choice 
shall have devolved upon them. 

This is the language of section 4 of the twentieth article of amend- 
ment to the Constitution. Section 4 of the twentieth amendment to 
the Constitution is repealed in the section following this provision. 


Page 4, line 17: 

Sec. 2. Paragraphs 1, 2, and 3 of section 1, article II, of the Constitution, and 
section 4 of the twentieth article of amendment to the Constitution, are hereby 
repealed. 

Paragraph 1 of section | of article II is the same as the existing 
provision except that the words “‘be elected as follows” are stricken 
out and under the terms of the amendment the words ‘‘be elected as 
provided in the Constitution” as substituted. The original Constitu- 
tion provided for the election of the President under article Il. The 
twelfth amendment was subsequently added to supplement the pro- 
visions for the election. So paragraph | is repealed and reenacted 
simply to give it its proper place and to make the paragraph conform 
to the newer arrangement of the related provisions 

Paragraph 2, section 1, article 1], provides for the appointment of 
electors. Inasmuch as the electors would be abolished by this pro- 
posed amendment, that paragraph would no longer be applicable 

(It should be remembered, in passing, that the Constitution uses the 
word “elector” in two different meanings: In some places, it means 
presidential elector; in others it means individual voter. Although 
this use of the word in two different meanings may be confusing to the 
unwary, nevertheless the distinction in meaning has long been clearly 
established.) 

Paragraph 3, section 1, article I] provides that Congress may fix 
the time of choosing the presidential electors and the day on which 
they shall vote. As the proposed amendment would abolish presi- 
dential electors, this paragraph would have no further application 

The above provision also repeals the twelfth amendment. Adopted 
in 1804, this amendment provided for the meeting of the presidential 
electors and the election of the President and Vice President by the 
electors, and the method of counting the votes. 

[t carried a provision that no person constitutionally ineligible to the 
office of President shall be eligible to that of Vice President, which is 
the same provision carried in the amendment proposed in Senate Joint 
Resolution 2. Otherwise the twelfth amendment is of no practical 
application under the proposed amendment. It is provided, therefore, 
that the twelfth amendment be eliminated as dead timber. 

The twelfth amendment also has a provision which prohibits the 
presidential electors, in voting for President and Vice Presider t, from 
voting for more than one of whom “shall not be an inhabitant of the 
same State with themselves.”’ Under the electoral-college system the 
Presidential electors are a selected group to elect the President for the 
Nation. This provision in article XII, in effect, instructed the electors 
against voting for two from the same State. 
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Manifestly, this provision has no practical application to the case 
where the voters themselves elect the President. Therefore, this pro- 
vision is eliminated by the repeal of the twelfth amendment. 

Senate Joint Resolution 52, section 3, reads: 

This article shall take effect on the tenth day of February following its ratifica- 
tion 

This provision recognized that the amendment, if adopted, should 
vo into effect sufficiently in advance of the first election to which it 
would apply as a matter of convenience to the States in adjusting 
their laws to the new system of election. 

This provision would leave at least 8 months 

The States should not find it difficult to adjust their election laws 
to a simpler system of voting directly for the President, without the 
intervention of the electoral college. The meals lem as to the proper 
length of time to allow the States to adjust themselves is a discretion- 
ary matter, and any time in advance that would permit reasonable 
convenience for the change of these laws would serve the purpose. 

Senate Joint Resolution 52, section 4, provides: 

This article shall be inoperative unless it shall have been ratified as an amend- 


ment to the Constitution by the legislatures of three-fourths of the States within 
seven years from the date of its submission to the States by the Congress 


MECHANICAL APPLICATION 


The question is often asked what would have occurred in past cam.- 
paigns had this proposed amendment been in effect. 

[t cannot be too strongly emphasized that while it is, of course, easy 
to apply the amendment retroactively—by adjusting the new rules to 
the old figures—it is useful to do so only as a means of illustrating how 
it would have operated mechanically. One cannot assume—as some 
have, erroneously—that citizens would have voted identically or in 
the same volume under this new system as they actually did vote under 
the existing procedure. 

Indeed, had this amendment been in effect in the past, the whole 
composition of the popular vote would have been different. Candi- 
dates and issues would have been different. Campaigning would have 
been carried all over the 48 States instead of being concentrated in a 
‘ew key pivotal States. Interest in the elections in the so-called one- 
party areas would have been greater. The stay-at-home vote would 
doubtless have been much smaller because of the realization that 
every vote for President would count, 

Always keeping in mind that the following figures are merely a 
mechanical application of the formula embodied in Senate Joint 
Resolution 52, the table below illustrates how the vote would have been 
divided and counted in the 1948 Presidential elections if the provisions 
of the proposed amendment had been in effect and if the people had 
voted as they actually did vote in that vear. 
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McCarran, from the Committee on ubmitted 


the following 


REPORT 
[To accompany 8. 1107] 


The Committee on the Judiciary, to which was referred the bill 
(S. 1107) for the relief of I. N. Norman, having considered the same. 
reports favorably thereon with amendments and ends that 
the bill, as amended, do pass. 


PURPOSE 


The purpose of the proposed legislation, as amende: 
and direct the Secretary of the Treasury to pay to 
amount of $5,140.40 as compensation for personal inj 
expenses, and property damage suffered because 
accident involving a United States Army vehicle 


Is TO authoriz 
mant the 


es, medica 


' 
ol fomobils 


AMENDMENTS 


1. On page 1, line 6, strike out $6,268.90” and insert “$5,140.40”. 
2. On page 1, line 9, strike out the words “and operated by the” 
and insert in lieu thereof “by I. N. Norman and in which’ 

3. On page 1, line 10, after the word ‘Norman’”’ 
passenger” 


STATEMENT 


On August 4, 1945, at about 10 a. m. an Army b 
an enlisted man on official business, on a highway near ¢ 
Fla., came up behind a civilian freight truck whi 
the same direction as the bus. At the same tim 
Ford pick-up truck was being driven directly 
truck by Doris Norman, the 14-year-old daughter 
which pick-up truck the claimant was riding as a 


1h} 


claimant 
rt 


heer i th 








2 I. N. NORMAN 


driver of the freight truck pulled to his left to pass the pick-up truck, 
and the driver of the Army bus likewise pulled to his left to follow 
around said pick-up truck. At that moment the driver of the pick-up 
truck signaled that she was going to make a left-hand turn. The 
driver of the freight truck thereupon blew his horn, whereupon 
Miss Norman stopped the pick-up truck in order to allow the freight 
truck to pass. The Army driver seeing that the driver of the pick-up 
truck intended to make a left-hand turn, swerved his bus to the right 
and attempted to pass on that side of the road. The Army bus 
struck the right rear portion of the pick-up truck causing extensive 
damage to the said vehicle and the personal injury of Mr. Norman. 

The Department of the Army states that: 

The evidence in this case fairly establishes that this accident and the resulting 
property damage and personal injuries sustained by Mr. Norman were not caused 
by any fault or negligence on his part or on the part of the driver of the vehicle in which 
he was riding as a passenger, but there caused by the negligence of the driver of the 
Army bus in attempting to pass Mr. Norman’s pick-up truck when under the cir- 
cumstances then existing such a movement could not be executed in safety. It is 
the opinion of the Department of the Army that the proposed award of $6,268.90 
contained in 8. 1107 is somewhat excessive and that if the bill is favorably consid- 
ered by the Congress an award in the amount of $5,140.40 ($140.40 for property 
damage and medical and hospital expenses actually incurred; and $5,000 for per- 
sonal injuries and loss of earnings), would constitute a fair and reasonable settle- 
ment for all of the damages sustained by Mr. Norman. (Italics supplied.) 


The committee notes that this accident occurred during a period 
when the Federal Tort Claims Act was operative, and that no suit was 
ever filed in accordance with that act. In this connection it should be 
pointed out that actual passage of the act occurred in August 1946 and 
therefore, at the time the injured party negotiated with the Army he 
had no other remedy. At the present time the statute of limitations 
has run with respect to a suit under the provisions of the said act. 
The sponsor of the bill has informed the committee that the claimant 
had no legal advice in this matter and was unaware that such a remedy 
was available to him. 

In view of all the facts and circumstances the committee recom- 
mends favorable action on the bill 

Attached hereto and made a part of this report are letters received 
in connection therewith from the Department of Justice, dated July 5, 
1951, and the Secretary of the Army dated June 19, 1951. 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE DEPUTY ATTORNEY GENERAL, 
Washington, July 5, 1961, 
Hon. Pat McCarran, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

My Dear Senator: This is in response to your request for the views of the 
Department of Justice concerning the bill (8. 1107) for the relief of I. N. Norman. 

The bill would provide for payment of the sum of $6,268.90 to I. N. Norman, of 
Starke, Fla., in full satisfaction of his claim against the United States for com- 
pensation for personal injuries and property damage resulting from a collision 
between a United States Army truck and a truck owned and operated by I. N. 
Norman, which occurred near Starke, Fla., on August 4, 1945. 

In compliance with your request, a report was obtained from the Department 
of the Army concerning this legislation. According to that report, which is 
enclosed, it appears that on August 4, 1945, an Army bus operated by an enlisted 
man on official business was proceeding east on Florida Highway No. 48. The 
Army bus came up behind a civilian freight truck which was proceeding in the 
same direction. A pick-up truck was being driven directly in front of the freight 
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truck by Doris Norman, a 14-year-old girl who did not have a driver’s license. 
Her father, the claimant in this bill, was riding as a passenger in the pick-up 
truck. The driver of the freight truck pulled to the left to pass the pick-up truck 
and the Army driver did likewise. At that moment Doris Norman signaled that 
she was going to make a left-hand turn. The driver of the freight truck thereupon 
blew his horn and Miss Norman stopped the pick-up truck in order to allow the 
freight truck to pass. The Army driver seeing that the pick-up truck was going 
to make a left-hand turn swerved his bus to the right and attempted to pass on 
that side of the road. The bus struck the right rear portion of the pick-up truck 
causing extensive damage to it and personal injuries to Mr. Norman. 

On December 12, 1945, Mr. Norman filed a claim with the War Department for 
damages in the amount of $6,268.90 which claim was approved under the act of 
July 3, 1943 (31 U.S. C. 223 (b)) in the amount of $140.40, which represented the 
fair market value of the truck immediately prior to the collision, less salvage 
value, and medical expenses actuaily incurred. The amounts claimed for pain 
and suffering and loss of earnings were necessarily disapproved for the reason 
that there was no statute available under which such items could be paid. Mr. 
Norman refused to accept the sum of $140.40 which was offered to him in settle 
ment of his claim. 

A statement by claimant’s physician in October 1945, declared that claimant 
had been under treatment for injury to the spine, that the doctor saw no reason 
why the injury should be permanent, and that claimant should be able to do light 
work within a short time. An examination on May 2, 1951, at the Veterans’ 
Administration Hospital, Coral Gables, Fla., revealed claimant to be suffering 
from an aggravation of arthritis, which condition could have resulted from the 
injury and that the arthritis aggravation will be permanent and progressive. 

The Department of the Army states that the evidence in the case fairly estab- 
lishes that the accident was caused by the negligence of the Army driver in 
attempting to pass claimant’s pick-up truck when, under the circumstances, such 
a& movement could not be executed in safety. It states that the proposed award 
is somewhat excessive and that if the bill is favorably considered by the Congress 
an award in the amount of $5,140.40 would constit-ite a fair and reasonable 
settlement for all the damages sustained by claimant. The report points out that 
claimant could have maintained a suit against the United States under the Federal 
Tort Claims Act if he had filed a suit on or before April 25, 1950. It states that 
inasmuch as the property damage and personal injuries sustained by claimant 
resulted solely from the negligence of the Army driver and the injuries which 
he received have resulted in a large degree of permanent disability, and as he 
apparently believed that the action taken on his claim constituted his only remedy 
against the United States, the Department of the Army does not desire to make 
any recommendation concerning the merits of the bill, but 
to the equitable determination of the Congress. 

The accident out of which this claim arose oceurred on August 4, 1945, and, 
accordingly, was cognizable under the Federal Tort Claims Act While it is true 
that at the time claimant rejected the administrative settlement offered him, t 
above act was not in existence, it was nevertheless enacted shortly thereafter and 
covered all claims dating back to January 1, 1945. The Department of the 
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Army states that apparently claimant was under the impression that the adminis- 
trative settlement offered him constituted the only remedy available against the 
United States. However, it is elementary that ignorance of the law is no excuse 
and has never availed as a defense against laches. Claimant had a period of 
approximately 4 years during which he could at anv time have instituted suit 
under the Federal Tort Claims Act for the damages sustained. No reason appears 
why he did not do so and to limit his reasons to ignorance alone would be merely 
speculative. While it is to be regretted that claimant allowed the period during 
which he might have obtained judicial relief to lapse, it should be pointed out 
that countless other claimants in equally appealing circumstances have been 
denied such relief by the courts because of failure to sue within the time limit 
prescribed. Accordingly, the Department of Justice is unable to recommend 
enactment of the bill. 

Attention is invited to the fact that while the bill recites that the truck was 
operated by I. N. Norman, the report of the Department of the Army states that 
it was driven, without a license, by Mr. Norman’s 14-year-old daughter 

The Director of the Bureau of the Budget has advised this office that there 
would be no objection to the submission of the report. 

Yours sincerely, 
Peyton Forp, 
/ 


bye puty Alto ney Gene ral, 
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JUNE 19, 1951. 
The honorable the ArroRNEY GENERAL, 
Washington, dD. C. 

Drar Mr. ArrorNry GENERAL: Reference is made to your letter with which 
you enclosed a copy of 8S. 1107, Eighty-second Congress, a bill for the relief of 
I. XN. Norman. You state that the Senate Committee on the Judiciary has re- 
quested the Department of Justice to submit a report on this bill and has advised 
that if reports are necessary from other sources they will be secured by your 
Department and submitted along with vour report to the committee. You, 
therefore, request the comments of the Department of the Army on 8. 1167. 

This bill would authorize and direct the Secretary of the Treasury to pay, out 
of any money in the Treasury not otherwise appropriated, to I. N. Norman of 
Starke, Fla., the sum of $6,268.90, in full satisfaction of his claim against the 
United States for compensation for personal injuries and property damages re- 
sulting from a collision between a United States Army truck and a truck owned 
and operated by the said I. N. Norman, which occurred near Starke, Fla., on 
August 4, 1945. 

The records of the Department of the Army show that on August 4, 1945, at 
about 10:10 a. m., an Army bus, operated by an enlisted man on official business, 
Was proceeding in an easterly direction on Florida Highway No. 48, en route 
from Starke, Fla., to Camp Blanding, Fla. At a point about 3 miles east of 
Starke the Army bus came up behind a civilian freight truck which was proceed- 
ing in the same direction as the bus. A 1929 model A Ford pick-up truck was 
being driven directly in front of the freight truck by Doris Norman, a 14-year-old 
girl who did not have a driver's license. I. N. Norman, of Route 2, Starke, Fla., 
the father of Doris Norman, was riding as a passenger in the pick-up truck. The 
river of the freight truck pulled to his left to pass the pick-up truck, and the 
driver of the Army bus likewise pulled to his left to follow around said pick-up 
truck. At that moment the driver of the pick-up truck signaled that she was 
going to make a left-hand turn. The driver of the freight truck thereupon blew 
his horn, whereupon Doris Norman stopped the pick-up truck in order to allow 








the freight truck to pass. The Army driver, seeing that the driver of the pick-up 
truck intended to make a left-hand turn, swerved his bus to the right and at- 
tempted to pass on that side of the road. The bus struck the right rear portion 
if the pick-up truck, causing extensive damage to said vehicle and the personal 

ry of Mr. Norman. At the point of impact the Army bus was being driven 


partly on the right-hand shoulder of the road. The right wheels of the bus left 


1 marks 77 feet before it collided with the pick-up truck, and after the impact 
the bus traveled a distance of 30 feet before it came to rest on its right side in a 
liteh. At the time the bus struck the pick-up truck the latter vehicle was stand- 
still, but it was moved 12 feet by the force of the impact. At the point of 
lisi Highway No. 48 is 18 feet wide, straight and level, and at the time 

the accident the weather was clear and the road dry. 
On December 12, 1945, Mr. I. N. Norman filed a claim with the War De- 
partment (now Department of the Army) for damages in the aggregate amount 


$6,268.90, itemized by him as follows: 


i 


Damage to 1929 Ford pick-up truck . $213. 50 
Doctor bills Z 1). OO 
Ambulance service ‘ ‘ 8. 30 
Medicine ; 7 7. 10 
Physical suffering and loss of gainful employment 6, 000. 00 

Total- ; sed pleted 6, 268. 90 


This claim was carefully considered by the War Department under the pro- 
visions of the act of July 3, 1943 (57 Stat. 372; 31 U. S. C. 223 (b)), the only 
tatute available to the Department at that time for the administrative considera- 
tion of a claim of this nature. On June 26, 1946, the claim was approved in the 
amount of $140.10 (385, the estimated fair market value of the pick-up truck 
immediately prior to the collision, less salvage value and $55.40, medical expenses 
actually incurred he items claimed for pain and suffering and loss of earnings 


were necessarily disapproved for the reason that there was no statute available 
to the War Department under which such items could be paid. 

Mr. Norman refused to accept the sum of $140.40 which was offered to him 
in settlement of his claim. 

On October 1, 1945, Dr. W. E. Middleton, of Starke, Fla., submitted the fol- 
lowing statement: 
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“T. N. Norman, has been under my care for injury to spince since August 4, 
1945. X-ray shows fracture through transversed processes of the first, second, 
third, and fourth lumbar vertebrae on the right side. He is improving but still 
in bed complaining of some pain. I see no reason why the injury should be 
permanent. It seems to me that in the next 3 or 4 months he should be out and 
able to do light work.’’ 

Mr. Norman was examined by Dr. E. H. Silverstone, Veterans’ Administra- 
tion Hospital, Coral Gables, Fla., on May 2, 1951, who made the following 
statement concerning Mr. Norman’s condition: 


( 





“Examination reveals an underweight 76-year-old white male who walks in 
Without apparent disability. The spine shows an increased dorsum rotundum 
with a right spinal list and lumbo dorsal scoliosis, mild. There is normal range 
of spinal motion, though patient complains of pain in low back on all spinal 
motion, more particularly on side bending. He also complains of low back pain 
in squatting. There is no paravertebral muscle spasm. ‘There is tenderness 
over entire lumbar area and both glutei and posterior thig] lhe tenderness is 





more marked, however, in region of right sacroiliac joint and right sacrum and 
right posterior iliac crest. 

‘All leg signs are positive bilaterally producing pain in right sacroiliac region 
except for left straight leg raising. 

‘‘Upper and lower extremities are normal in size, contour, and range of motion, 
except for 4 inch shortening of right lower extremity as co h 

“X-ray: Osteoarthritis involving lumbar spine, sacroilia oints and hip 
joints. Ununited fracture transverse process L4, righ 

** Diagnosis. 1) Fracture, transverse process, fourth lumbar vertebra, right, 
ununited; (2) osteoarthritis, moderate spine, sacroiliac joints and hips; (3) short- 
ning 44-inch right lower extremity. 








“Opinion.—Fracture of transverse process and aggravation of arthritis could 
have resulted from injury. * * * The arthritis aggravat \ be perma- 
nent and progressive. The fracture of transverse process is not significant.” 


The evidence in this case fairly establishes that this accident and the resulting 
property damage and personal injuries sustained by Mr. Norman were not caused 


by anv fault or negligence on his part or on the part 








in which he was riding as a passenger, but were caused by t gligence ¢ he 
driver of the Army bus in attempting to pass Mr. Norma Ip 1 ; when 
under the circumstances then existing such a movement co ot be ex ited in 
safety It is the opinion of the Department of the Army that the proposed award 
of 36,268.90 contained in S. 1107 is somewhat excessive and that bill is 
favorably considered by the Congress an award e an ) S5.140.40 
($140.40 for property damage and medical and hospital exp es actually in- 
eurred: and $5,000 for personal injuries and loss of earni a ld constitute a 
fair and reasonable settlement for all of the damages sustained |} \ir. Norman. 

Mr. Norman could have maintained a suit against the | ted States for the 
damages sustained by him as the result of the accident of August 4, 1945, under the 
Federal Tort Claims Act of August 2, 1946 (60 Stat. 843: 28 | Ss. C. 931), as 











revised and codified by the act of June ‘ 1948 (62 Stat. 933; 28 U.S. C. 1346 (b)), 
and as amended by the act of April 25, 1949 (63 State. 62), if he had filed a suit on 
OI before April 25. 1950. 

Inasmuch as the property damage and personal injuries sustained by Mr. 
Norman were not caused by any fault or negligence on his part but resulted 
solely from the negligence of the driver of the Army bus which struck his pick-up 


truck, as the injuries which he received have resulted in a large degree of permanent 
disability, and as he apparently believed that the action taken on his claim under 
the act of July 3, 1943, supra, constituted his only remedy ayainst the United 
States, the Department of the Army does not desire to make any recommendation 
concerning the merits of this bill but to leave the matier to the equitable determi- 
nation of the Congress. 

Sincerely yours, 


O 
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AUTHORIZING WAR CLAIMS PAYMENTS TO PERSONS 
UNDER LEGAL DISABILITY 


Juty 30 (legislative day, Jury 24), 1951.—Ordered to be printed 


Mr. McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany S. 1669] 


The Committee on the Judiciary, to which was referred the bill 
(S. 1669) to amend the War Claims Act of 1948, as amended, with 
respect to payments for the benefit of persons under legal disability, 
having considered the same, reports favorably thereon with amend- 
ments and recommends that the bill, as amended, do pass. 


PURPOSE 


The purpose of the proposed legislation is to authorize the War 
Claims Commission to make certain payments to persons entitled 
thereto who are subject to a legal disability to receive said payments. 


AMENDMENT 


1. On page 2, line 6, following the comma, strike out the words 
“determine and”’. 

2. On page 2, line 7, following the comma, strike out the word 
“who” and insert in lieu thereof ‘‘whom the Commission may deter- 
mine’. 

3. On page 2, line 8, after the word “‘estate’’ insert “for the use and 
benefit of such claimant or estate’. 


STATEMENT 


The War Claims Commission in a letter dated February 16, 1951, 
addressed to the President of the United States Senate requested 
the introduction of a bill to accomplish the above-stated purpose. 
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The Commission is presently authorized to pay claims of (1) certain 
civilian American citizens captured by, or in hiding from, the Imperial 
Japanese Government in specified Pacific areas; (2) claims of members 
of the Armed Forces of the United States who, as prisoners of war, 
were not provided the quality or quantity of food required by the 
Geneva Convention of 1929; and (3) claims of religious organizations 
functioning in the Philippines, and affiliated with religious organiza- 
tions in the United States, for reimbursement of the fair value of 
food, supplies and services, and other relief furnished to certain 
civilian American citizens and members of the Armed Forces of the 
United States in the Philippine Islands. The Commission is author- 
ized to pay the compensation provided by the act to certain survivors 
in the event of the death of eligible claimants. 

The Commission is authorized in certain instances to make payment 
to the natural or legal guardian of the claimants, but there are a few 
cases in existence under which there is no method by which the 
Commission may make payment by reason of the fact that the 
claimants there involved are subject to a legal disability which 
precludes payment directly to them. Other legislation similar in 
form to that proposed herein has been enacted previously to authorize 
the Veterans’ Administration and the Federal Security Agency to 
make payments on behalf of persons under legal disability. 

The committee has amended the proposed bill so as to require a 
determination by the Commission that the person to whom payment 
is made is vested with the care of the claimant or his estate in an 
effort to provide a reasonable safeguard that the payment will actually 
inure to the benefit of the claimant. 

Attached hereto and made a part of this report is the letter of the 
War Claims Commission referred to above. 


War Criarms Commission, 
Washington, February 16, 1961, 
The Honorable ALBEN W. BARKLEY, 
President of the United States Senate, 
Washington 24, D. C. 


My Dear Mr. Presipent: There is transmitted herewith a draft of a bill 
entitled ‘“‘A Bill To Amend the War Claims Act of 1948, as Amended,’’ with the 
request that it be introduced in order that it may be considered for enactment. 

The proposed bill would amend section 2 of the War Claims Act of 1948 (62 
Stat. 1240), as amended (50 U. 8. C. App. 2001) by adding thereto subsection (f), 
authorizing the War Claims Commission to certify payment under the sections of 
the act administered by the Commission, to certain persons charged with the care 
and welfare of claimants who are minors or under other legal disability. Such 
payments would be made to the natural or legal guardian, committee, conservator, 
curator under the laws of the State of residence of such claimant, or to the superin- 
tendent, manager or chief officer of the hospital or institution in which such 
claimant may be a patient or a resident, for the use of the claimant. 

The War Claims Act of 1948, supra, created the War Claims Commission. 
Sections 5 (a) through (e), 6 and 7 of the act grants the Commission, among 
other things jurisdiction to adjudicate and pay certain war claims arising out of 
World War II. The classes of stich claims over which the Commission has juris- 
diction are: (1) claims of ‘certain civilian American citizens captured by, or in 
hiding from, the Imperial Japanese Government in specified Pacific areas; (2) 
claims of members of the Armed Forces of the United States who, as prisoners of 
war, were not provided the quality or quantity of food required by the Geneva 
Convention of 1929; and (3) claims of religious organizations functioning in the 
Philippines, and affiliated with reiizious organizations in the United States, for 
reimbursement of the fair value of food, supplies and services, and other celief 
furnished to certain civilian American citizens and members of the Armed Forces 
of the United States in the Philippine Islands, the Commission is authorized, in 
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the case of the death of eligible claimants in the first two categories, to pay the 
compensation provided by the act to certain of their survivors. 

The act further provides that in certain instances payment may be made to the 
natural or legal guardian of the claimant. It is considered, however, that the 
interest of minor claimants or claimants under other legal disability would best 
be served if payment of awards of the Commission could be made to persons 
within the categories specified in the attached draft. Enactment of this proposal 
would also permit a more efficient, expeditious, and equitable administration of 
the War Claims Act by this Commission. 

Attention is invited to the fact that other Government agencies, such as the 
Veterans’ Administration and the Federal Security Agency, are authorized under 
existing law to make payments to third persons other than the natural or legal 
guardian in those instances where persons entitled to benefits are under legal 
disability. 

It is not anticipated that enactment of the proposed bill will result in any 
additional costs in the administration of the War Claims Act of 1948, as amended. 
Further, the proposal, if enacted into law, would in many instances be financially 
advantageous to individual claimants. 

The War Claims Commission has been advised by the Bureau of the Budget 
that there would be no objection to the presentation of the attached draft bill 
to the Congress. 

Sincerely yours, 
DanieEL F. CLEARY, 
Chairman, War Claims Commission. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 
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{(e) Any claim allowed under the provisions of subsection (b) shall be certified 
to the Secretary of the Treasury for payment out of the War Claims Fund estab- 
lished by section 13 of this Act, and shall be payable by the Secretary of the 
Treasury to the person entitled thereto or to his legal or natural guardian if he 
has one.J 

(e) Any claim allowed by the Commission under this section shall be certified to 
the Secretary of the Treasury for payment out of the war claims fund established 
by section 13 of this Act, and shall be payable by the Secretary of the Treasury to 
the person entitled thereto; except that where the person entitled to payment is under 
any legal disability, any part of the amount payable may, in the discretion of the 
Commission, be paid, for the use of the claimant, to the natural or legal guardian, 
committee, conservator, or curator of the claimant, or, if there is no such guardian, 
committee, conservator, or curator, then the Commission may, in its discretion, make 
payment to any other person, including the spouse of such claimant, whom the Com- 
mission may determine is vested with the care of the claimant or his estate for the use 
and benefit of such claimant or estate; and if such person is a minor, any part of the 
amount payable may, in the discretion of the Commission, be paid to such minor. 

Sxc. 6 (c) Claims pursuant to subsection (b) shall be paid to the person entitled 
thereto, [or to his legal or natural guardian if he has one,] and shall in case of 
death of the persons who are entitled be payable only to or for the benefit of the 
following persons: 

(1) Widow or dependent husband if there is no child or children of the 
deceased; 

(2) Widow or dependent husband and child or children of the deceased, one- 
half to the widow or dependent husband and the other half to the child or children 
of the deceased in equal shares; 

(3) Child or children of the deceased (in equal shares) if there is no widow or 
dependent husband; and 

(4) Parents (in equal shares) if there is no widow, dependent husband, or child. 

(d) Where any person entitled to payment under this section is under any legal 
disability, payment may be made in accordance with the provisions of subsection (e) 
of section 5. 


() 
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cCarran, from the Committee on the Judiciary, submitted 


the following 


INIV. OF MICH. 


U 


REPORT 
[To accompany H. R. 745] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 745) for the relief of Thomas A. Trulove, postmaster, and 
Nolen J. Salyards, assistant postmaster, at Inglewood, Calif., having 
considered the same, reports favorably thereon with amendments 
and recommends that the bill, as amended, do pass. 


AMENDMENTS 


On page 1, line 3, beginning with the second comma, strike out 
Pood to and including the word ‘‘are’’ on line 4 and insert in lieu 
thereof the following: ‘at Inglewood, California, is’’ 

2. On page 1, line 10, strike out the words ‘and 
master” 

Amend the title to read: ‘For the relief of Thomas A. Trulove, 
postmaster at Inglewood, California.”’ 


assistant post- 


PURPOSE 


The purpose of the proposed legislation, as amended, is to relieve 
Thomas A. Trulove, postmaster at Inglewood, Calif., of all liability to 
refund to the United States anv funds over wi above the amount of 
mopey collected from Andrew O. Benson, Jr., or his sureties, because 
of the embezzlements of Government funds while a clerk in the Ingle- 
wood, Calif., post office. The sureties of the said postmaster would 
also be relieved of any liability to the United States as a result of the 
embezzlement and the Comptroller General would be authorized and 
directed to credit the account of the postmaster with this sum. 
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STATEMENT 





It appears from a report of the Office of Inspector, Bureau of the 
Chief Inspector, Post Office Department, that an investigation of the 
post office at Inglewood, Calif., disclosed shortages in the official funds 
of such post office in the net amount of $47,000, shown to have resulted 
from embezzlements perpetrated by Andrew O. Benson, Jr., clerk in 
charge in the finance section at such post office, during the period 
November 1, 1947, to July 23, 1948. It appears that a full confession 
of the embezzlements has been made by Mr. Benson and that recovery 
of the sum of $5,010.13 was effected through restitution by the em- 
bezzler’s wife of the sum of $4,800 and by the application of Benson's 
withheld salary and leave credits in the amount of $210.13, leaving 
an outstanding indebtedness on account of such embezzlement of 
$41,989.87. It is reported that Clerk Benson was bonded on July 1, 
1947, for $5,000; that the bond was increased by letter endorsement 
on March 27, 1948, to $10,000; and that demand was made by the 
Post Office Department on the Fidelity & Casualty Co. on September 
28, 1948, for $20,000, cumulative lability under such bond. Also, it 
appears that Postmaster Trulove is bonded in the amount of $50,000 
and, while the present record does not disclose the amount of the 
bond of Assistant Postmaster Salvards, it is understood that such 
employee is bonded in the amount of $20,000. 

The investigation conducted by the Post Office Department dis- 
closed that Clerk Benson handled the bank deposits of postal funds 
and when making deposits he would prepare two original sets of bank- 
deposit slips. One original, showing the amount actually deposited, 
accompanied the funds to the bank. Another set was prepared in 
duplicate showing the correct amount to be deposited, the original 
being retained in the finance section of the post office and the duplicate 
being referred to the auditor as evidence of deposit of funds. Benson 
pocketed the difference. However, the financial records of the post 
office were in accord. An examination of the bank passbooks would 
have revealed the discrepancies but it was disclosed that they were 
never examined by the postmaster, assistant postmaster, or auditor. 
Furthermore, no monthly check or verification was ever made of the 
cash balances of the postal or money-order accounts. It is reported 
that the most cursory examination of the bank statements would have 
revealed a shortage. The covering up of Benson’s manipulation was 
made relatively easy by the indiscriminate use of Treasury checks 
which resulted in the accumulation of a large surplus of money-order 
funds. Such practice was unnecessary and called to the attention of 
the postmaster by a postal inspector in March 1945. However, the 
practice was continued through the period of Benson’s embezzle- 
ments. The investigation conducted in the matter resulted in the 
conclusion by the postal inspectors that responsibility for the con- 
tinuing embezzlements was equally chargeable to “delinquencies and 
negligence on the part of Postmaster Trulove and Assistant Post- 
master Salyards,”’ and a letter of charges was prepared requesting 
them to show cause why they should not be dismissed from the service. 

A postmaster—the same as any other fiscal officer—is responsible 
to the United States for the loss of public funds entrusted to him 
(Smythe v. United States, 188 U.S. 156, and authorities there cited; 
3 Comp. Gen. 297; 11 Comp. Gen. 306). In the Smythe case, it was 
held that the obligations of the superintendent of the mint at New 
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Orleans were not determinable by the law of bailments but by the 
terms of his bond and that he could not escape responsibility for Treas- 
ury notes that came to his hands and were lost, unless such loss was 
attributable to overruling necessity or the public enemey; that their 
loss by reason of fire constituted no defense. Similarly, it was held 
in United States v. Prescott (44 U.S. 578), that the felonious taking 
and carrying away of public moneys in the custody of a receiver of 
public moneys, without fault or negligence on his part, does not dis- 
charge him or his sureties and cannot be set up as a defense to an 
action on his official bond. Accordingly, a postmaster is liable under 
his bond for the loss of funds through embezzlement by his subordi- 
nates, irrespective of his own care or negligence. 

As to the liability of postmasters on their bond for acts of their 
subordinates, attention is partic ap invited to the case of Bryan v. 
United States (90 F. 473, 53 L. R. A. 218), wherein the court held, 
quoting from the syllabus) : 


A postmaster’s bond, conditioned for the payment of all moneys “that shall 
come into hishands + from money orders issued by him,’’ covers moneys 
received and embezzled by a money-order ¢ k. 

lhe liability on a postmaster’s bond for the acts of a clerk is not affected by the 
fact that the clerk is appointed under the civil service act, and not by the post- 


master. 

The Supreme Court of the United States dismissed a writ of error 
in that case April 17, 1899. 

As to the liability of assistant postmasters on their bonds the law 
provides (39 U.S. C. 132) that: 


Assistant postmasters * * * at first-, seecond-, and third-class post offices 

shall, before entering upon the duties of their office, give bond to the 

United States with good and approved security, and in such penalty as the Post- 

master General shall prescribe, conditioned for the faithful discharge of all duties 
and trusts imposed upon them either by law or the rules and regulations of t 


Post Office Departme: t. 


A subcommittee of the Judiciary Committee conducted a hearing 
with respect to this bill, at which time both the postmaster and the 
assistant postmaster appeared and testified. At that time, it devel- 
oped that the assistant postmaster was a long-time career employee 
of the Post Office Department and that for a part of the time he had 
himself been in the inspection service. He testified that under the 
modified two-division plan, under which this particular post office 
Was operating, it was his direct responsibility toe supervise the activities 
of the bookkeeper and the clerk who ae ‘tually committed the em 
bezzlement. He further testified that the embezzlement could not 
have taken place if he had given as much as a cursory glance at the 
bankbook in comparison with the deposits as shown on the deposit 
slips. 

The postmaster testified that he, being comparatively new in the 
service, had relied on the experienced and apparently highly efficient 
assistant postmaster to carry out the duties which had been assigned 
to him under the work plan in use in that office. 

Under these circumstances the committee believes that the post- 
master at all times carried on his duties in a proper and reasonable 
manner and that he is in no way responsible for the shortage in his 
accounts and that he should, therefore, be relieved of liability 

Full details relating to this case may be found in House faa 4] 
of the Eighty-second Congress and need not be reprinted here. 
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LAW 


McCarran, from the Committee on the Judiciary, submitted 
the following 


REPORT 
[To accompany H. R. 1912] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 1912) for the relief of Wilcox Electric Co., Inc., having con- 
sidered the same, reports favorably thereon, with an amendment, and 
recommends that the bill, as amended, do pass. 


PURPOSE 


The purpose of the bill is to pay the sum of $104,121.52, less taxes, 
to Wilcox Electric Co., Inc., Kansas City, Mo., in full een of 
all claims under War Department contract No. W-—36—039-se—3765, 
dated November 13, 1943, as amended, which claims are based upon 
additional. costs incurred as the result of changes in packing require- 
ments for military communication equipment furnished under terms 
of said contract. 


AMENDMENT 


On page 1, line 6, after “$104,121.52.”’, change the period to a 
comma, and insert: 


less appropriate tax adjustments to the extent that the said company has | 


benefited 
from this loss in computing its Federal excess profits tax and income tax liability 
for any year. 


STATEMENT 
A similar bill was passed by the House during the Ejighty-first 
Congress, but no action was taken by the Senate. 


This bill is amended in accordance with the action of the sub- 
committee which met to consider the bill on May 31, 1951. 








WILCOX ELECTRIC CO., INC. 


The pertinent details with respect to this bill appear in House Report 
No. 65 (82d Cong., ist sess.) and are hereinafter reprinted. That 
part of said report containing reports from the Department of the 
Army and the General Accounting Office and the several affidavits of 
individuals concerned, need not be reprinted here but are incorporated 
herein by reference. 

On November 13, 1943, contract No. W-36—039-sc-3765 was en- 
tered into between the Government and the Wilcox Electric Co., Inc. 
(hereinafter called the contractor), whereby the contractor agreed to 
furnish 1,120 operators’ control cabinets and associated equipment. 
The. contract permitted the items to be packed in accordance with 
method LA, United States Army specifications 100-14A. On August 
11, 1944, the contractor was instructed by the Government to stop 
shipment of material on order pending change over to method II 
of specifications 100-14A. The contractor complied with these in- 
structions. Thereafter, the Government by letter dated September 
26, 1944, requested the contractor to furnish information as to the 
increased costs which would result from the change in packing speci- 
fications. Initially, by letter of October 2, 1944, the contractor 
indicated that it was undertaking an investigation to determine these 
costs and later, by letter of June 4, 1945, the contractor advised the 
Government that there would be no increase in price to the Govern- 
ment as a result of the change and evidenced an intention not to file 
a claim for additional compensation on account of the change. Final 
payment on the contract was made during September 1945. 

By letter dated October 10, 1945, the contractor stated that it had 
erred in its previous calculations that increased production economies 
in its plant were sufficiently high to absorb the increased packing 
costs, with respect to concerned contract, and inquired as to the 
Government’s willingness to open the matter and give the contractor 
an opportunity to submit packing costs and to accept a fair price 
increase to the contract. After being advised by the contracting 
officer that he had no authority to consider any increase in. price 
inasmuch as the contract had been completed and final payment 
made, the contractor, by letter dated November 30, 1945, submitted 
a claim to the contracting officer in the amount of $108,554.45 for 
transmittal to the General Accounting Office for final disposition. 
In this letter the contractor pointed out that due to the large number 
of military contracts which were in effect with the contractor at the 
time, contractor was unable to promptly compute the increased 
packing charges. 

The contractor’s claim was examined by the contracting officer 
and, after negotiation between the parties, was reduced to $104,121.52. 
This claim was transmitted to the General Accounting Office for 
direct settlement with an administrative recommendation of the con- 
tracting officer that the additional payment be made if basis in law 
were found therefor. The claim was denied by the General Account- 
ing Office on July 24, 1947, by settlement certificate on claim No. 
2171575. The contractor then requested the Comptroller General of 
the United States to review the settlement, and the Comptroller 
General reviewed the matter and sustained the settlement in decision 
B-65666, dated January 18, 1949. The denial of the claim in each 
of these instances appears to be predicated upon the conclusion that 
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the contractor’s claim was not presented prior to the date of final 
settlement of the contract as required by the contract. 


The Department of the Army in its report dated January 23, 1950, states: 

A review of the file indicates that the contractor, because of the volume of 
work it was doing on behalf of the Government, erred in his estimates of the 
additional costs that the change ordered by the Government would cause. The 
contractor discovered this error after final payment under the contract had been 
made. Had the contractor discovered the error a few weeks earlier and pointed 
the fact out to the Government, the claim in all probability would have been paid. 
The Government has found no legal authority to pay the contractor his costs 
because of the legal technicality that ‘‘final payment”? was made under the con- 
tract prior to submission of contractor’s claim. It is considered that the contrac- 
tor has an equitable claim, which, but for a legal technicality, would have been 
paid. 

For the foregoing reasons the Department of the Army interposes no objection 
to the enactment of H. R. 5564. 


In consideration of the foregoing, and it appearing to the committee 
that the contractor acted in good faith, and that the Government 
received the benefit in an amount at least equal to the amount of 
this claim, it is the recommendation of the subcommittee that the bill 
be favorably considered; provided that, payment of the amount 
claimed shall be considered additional income to the contractor and 
that tax adjustments be made accordingly, and that the Bureau of 
Internal Revenue be notified of this payment. 
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LAW 


Mr. McCarran, from the Committee on the Judiciary, submitted 


the following 


REPORT 
{To accompany H. R. 2771] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 2771) for the relief of Lon Weaver, having considered the 
same, re _ favorably thereon with an amendment and recommends 
that the bill, as amended, do pass. 


AMENDMENT 


On page 2, line 1, beginning with the comma after “1940” 


¢ delete 
the following: 


, until the United States District Court for the Northern District 


of Georgia 
ordered his release: 


PURPOSE 


The purpose of the proposed legislation is to pay the sum of $3,000 
to Lon Weaver, of Mount Vernon, Ala., in full settlement of all claims 
of the said Lon Weaver ¢ against the United States on account of his 
wrongful confinement in the Federal penitentiary at Atlanta, Ga., 
through a mistake in his identity, for the period from May 10,1939, 
to March 11, 1940. 

STATEMENT 


On April 10, 1939, one George Smith was convicted in the Federal 
district court at Baton Rouge, La., on a charge of forgery 
sentenced to a term of 2 years in the Federal penitentiary. At this 
time the said George Smith was serving a State sentence in the Lou- 
isiana State Penitentiary at Angola, La., and he was produced in the 


, and was 
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Federal court under a writ of habeas corpus ad prosequendum. The 
2 years sentence imposed by the Federal court was ordered to com- 
mence at the termination of the State sentence. 

Shortly thereafter, on May 2, 1939, a George Smith was surrendered 
by the authorities of the Louisiana State Penitentiary to a United 
States marshal, pursuant to the Federal sentence imposed on April 
10, 1939, and was later delivered to the Federal penitentiary at At- 
lanta on May 10, 1939. This George Smith was actually Lon 
Weaver, the present claimant, who had been committed to the Lou- 
isiana State Penitentiary while using the name of George Smith as 
an alias; after being delivered to the Federal penitentiary he filed a 
petition for a writ of habeas corpus, alleging that he was not identical 
with the George Smith who had been convicted in the Federal court 
on April 10, 1939. 

This petition resulted in an investigation by the Federal authorities, 
which ultimately disclosed substantiation for the allegation of mis- 
taken identity; the Bureau of Prisons then acted promptly to order 
the release of Smith (Weaver) by a telegram dated March 8, 1940. 
In compliance with that order he was released on March 11, 1940, to 
the Louisiana authorities, who had fired a detainer at Atlanta when 
the prisoner was originally surrendered to the Federal authorities on 
May 2, 1939. 

A letter to Hon. Emanuel Celler, chairman, Committee on the 
Judiciary, House of Representatives, dated July 17, 1950, from Mr. 
Peyton Ford, Deputy Attorney General, relating to an identical bill 


1 


H. R. 8876) in the Eighty-first Congress, states in part as follows: 


bill is inaccurate in stating that claimant was ordered released by the 
tates District Court for the Northern District of Georgia. While con- 
the Atlanta institution, Weaver filed a petition for writ of habeas corpus 
nistake in identity This was the first time this situation had been 
attention of prison authorities. An immediate investigation con- 
r’s claim and he was forthwith released by administrative action 
was granted. In view of this, it is suggested that the bill be 
g the clause beginning after the comma on line 1, page 2, of 
nding with the word “‘release’’ on line 2, page 2. 
In accordance with the suggestion of the Deputy Attorney General 
the desired amendments are proposed in the interest of accuracy. 
Otherwise, the Department of Justice makes no objection to enact- 
ment of this bill, and the committee recommends favorable considera- 
{ 77 
tion of the bill H ee a. 














